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University of Istanbul/Universitit Minchen/Deutsches Orient Institut
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programma e lista dei partecipanti

Al iboni, Roberto: "Turkey's political and economic relations with the USSR
and the Eastern Block Countries, Possible future developmenta™

Endruwei t, Glinther: "Turkey and the Non-Alligned Movements - a sociological
perspective”

Gumpel; Werner: "The Turkish-EC relations from the perspective of the
Federal Republic of Germany" ¢V
Hic, Mikerrem: "Turkey's international economic relations” { .
Hic, Mikerrem: "Econocmic palicies pursued by Turkey, performance of the
economy and their effects on her internatiocnal economic relations” ',,"
Manisali, Bral: "Turkey's place and possible developments in her ",
international economic relations in view of changes in economic str-uctur-es
on the world scene”

Tashan, Seyfi: "Turkey's political and economic relations with the USA and
possible future developments™

Zoppos Flliot C.: "The future of US-Turkish relations: an American
perspective™ :
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PROGRAM'

26 Haziran, 1979,

8.00 "Acihg Konusmast: -Sayin Ziyad Mijezzinoghu -
. . Malive Bakam

" Szbad Oturumu :

Oturum’ Bagkami: Say.n Naim Talu (eski basbakan)

216 — 845 Teblig (1) «Uluslararasi POIItI'(
B ; Yap! Iginde- Tlrkiye'nin Yerin- -
Konusmac:: -Sayin Prof. Jacques |
-Vernant (Dis Politika. Galismalar
:Merkeii, Pa"n‘s; Fransa)

B

945 — 10.15 Teblig (2) Dunyadak| Gehsmeler
T - ¢ Kargisinda Tlrkiye'fin- Durumis ve,
‘Dis Ekonomik lligkiler Agisindan
“-Bir Dederlendirme»
- Konugmic: - Saymn Prof. Dr. Erol
~-Manisah {istanbul Universitesi,
iktisat Fakiiltesi]

1015 — 1030 Cay



PROGRAMME

’ June 28, 1979

9.00 Opening. Statament Mr. Ziya Muezzmoglu
Minister of Finance

Morning Session :

Chairman i . Mr. Naim Talu . (formar Prime
Minister)
‘9.6 — 945 Paper (1) «Turkey's Place in the

- International Political System»
Speaker: Prof Jacgques Vernant
-((Institut Frangais des Relations
Internationales, Paris, France)

945 — 10,95 Paper (2) «Turkey’s Place and
SRR _Possible Developments in her fn-
- ternational Ecznomic Relations in-
S view - of Changes in Economic
e .and Political Structures on the
World Scenen
Speaker: Prof, Dr. Erol Manisal
(Istanbul University,- Faculty of
Economics) ‘

10.15- — 10.30 Tea break




10.30
11.45

12,15
1345

— 1146
— 12,16

~ 13.45

— 1515

1. ve 2, tebliglerin tartigilmas: -
Teblig (3) «izlenen Gelisme Stra-

‘tejileri, ‘Ekor_lorni Politikalari Eko-
-nomik  Performans ve Bunlann
Tirklye'nin  Uluslararasi Ekono- -

mik liiskilerine Etkileri»
Konusmac.: - Sayin Prof, Dr. Mi-
kerrem ‘Hi¢ (lstanbul Universitesi
Iktisat Fakiiltesi)

(3.) tebiigin tartisilmasi - -
Ogle vemegi



10.30. — 11345,

11,45 - 1215'

12,15 — :13.45z

13.45 — 156.15

+5{Istanbul
‘Egoriomics),

Floor
and (2)

Fapsr: (3) «Econcmuc Pem:les lhe

- disgussion [of 'Papers; J(1}

- .. -Performance of . the Economy and

their -Effects-lon Turkey's Inter-

-_national-.Economic Relations»

Speaker:--Piof. -Dr. Mikerrem Hig
- University, Faculty cf

Floor_ discusifon of-+Raper- (3)

3o

Lunch«Breaki{ - ¢ T7F - IRED




Ogleden Sonra Oturumu : Cne

Cturum Baskani: Sayin Dr." Nejat Eczablb_asl

16.15 ~- 15,45

1545 — 16.15

16.15 — 16,30
1630 — 17,00,

17.00 — 19.00.

Teblig (4) «Tirkiye . AET ilig’

_kileri ve Tirklye Agisindan Ge-

lismetery ]

Konugmaci: Sayin Pi’of: Dr. Ec-
dugan Alkin (lstanbul Universi
tesl, Iktisat Fékﬁltesi) ‘
Teblig (5) «Tirkiye . AET llis-
kilerinde Isci Sorunlariy
Konusmaci: Sayin Prof. Dr. Nus-

ret Ekin  (Istanbul Oniversitesi

ktisat Fakiltest)
ay . .
Tebli§ (6) «Tirkiye -- AET -llis-
kiferinde Gelismeler: Fédera_l Al-
menya A'(_;.lsmrdan Bir Degerlen-
dirme,, . ': ‘

Konusmaci: Sayin Prof. Dr. Wer-
ner Gumpel (MUnth Universitesi,
Giineydofu . Avrupa Ekonomik ve
Sosyal Bilimler Kirsiisi Direkts-
ri, F, Almanya)

(4.), (6.) ve (6.) tebliglerin tar-
tigmas h ’



. s

Afternoon Se’s,é'ion :

Chairman_: '
1515 — 1545

15.45 — 16.15

Pt
¥

16.16 — 16.30
16.30 — 17.00

Y

17.00 — 19.00

Dr. Nejat Eczacibas
Paper (4} «Turkish . EEC Rela-

tions and Future Developments

" from, Turkey’s Perspectiven

Speakor:” Prof. Dr. Erdodan Alkin
(Istanbul  University, Faculty of
Economics) '

"Paper (5) «Social Problems of

Turkish 'Workers -with Respect to
Turkey . EEC Relations)

"Speaker:’ Prof.” Dr. Nusret Ekin
‘(I;tanbul University, Faculty of

Economics)
Tea Break

Paper (6) «An Evaluation of Tur-
kish - EEC Relations and Possible

“ Future Developments from F.
-Germany's ' Perspectiven

Speaker: Prof. Dr. Werner

"Gumpel' {Munich University, Di-
" rector, Chair for Economic and

Social  Sciences  Congerning
Southeast Swrope, W, Germany.
Floor Discussion of Papers (4),
(5) ans (6)



25 Maziran, 1979

Sabsh Oturumu :

Oturum Bagkan:

900 — 930

9.30 — 850

230 — 1020

10.20 — 10.35
10.35 — 12.00

1200 — 12.30

1230 — 1330
13.30 — 15.00

:Sayin Prof. Dr. “Sabri Ulgenes
(Istanbul Universitesi, Iktizat Fa-
kiltesi)

Teblig (7) «Tirkiye'nin Orta Do-
fu dlkeleriyle Siyasal ve Ekono-
mik Iliskileri) _
Konusmaci: Sayin Prof, Dr. Cga:
Cam (lstanbul Oniversiteyi, '«
tisat Falkiiltesi)

Yoyum: Sayin El-Seyyid Yassin
(Politik ve Stratejik Arastirma-
lar Enstitisi, El-Ahram, Kahiye,
Misr) : .
Tablig {8) «Orta Dogudaki Son
Ekonomik ve Politik Gelismeler
Tirkiye'ye Etkileri»

Konugmaci: Sayin Prof. Dr, Ma-
noucher Parvin (Orta Dogu Eko-
nomisi Dergisi  Editéci;  Akrox
Universitesi, Ohio, ABD)

Cay

(7} ve (8.) Tebliglerin ve Yoru-
mun tartismas

Teblig (9} «Ulasimin Tirkiye'nin
Dis Ticaretinin Gelistiriimesinde-
ki Yerin '

Konusmaci: Saymn Prof. Dr. Carl
Cettle (Ufasim ve Kamu Ekeno-
misi Enstitistt  M{diri, Minih
Universitesi F. Almanya)

(S.) Tebligin Tartismasi

Ogle Yemegi



June 29, 1979

Mierning Session :

Chairman: _ . Prof. Dr. Sabri Oigener . (Istanbul -
' University, Faculy of E¢anomics)
200 — 930 Paper {7) «Turkey's Econcmic
- and FPolitical Relations 'with the
-~=ni% .. . Middle Eastern Countries)

Speaker: Prof. Dr. [sat Cam
(Istanbu! Uriversity, Faculty of
Economics)
930 — 950 Comment: by El-Seyyid Yassin
(Institute for Pclitical and Sirate..
‘gic Studies, E'I‘-Ah:am, Cairo,
Egypt)
9,30 — 10.20 Paper (8) «Recent Economic and
- Palitical - Developménts in  the.
.+ 4 Middle East as They Affect Tur-
Key» - C
Sg'eéker: Prof, Dr. Manoucher
Parvin (Editor-in-Chief, Middle
" East Econromic Review,  Akron
University, Akron, Chio, USA)

10.20 — 10.35 Tea break R B

1035 - 12.00 Floor ‘discussion of Papers «(7)
and (8} and Comment

1200 — 1230 ° Paper (9) -«Reguirements in the

s Field of Transport for Promoting

Turkey's Foreign Trade Rela-
tichs» .
Speaker:  Prof. Dr. Carl Oettle
'(Diréctor,  Institute of Transpor-
tation and Public Sector, Mu-
‘nich University, W . .Germany)...

12,30 — 13.30  Floor discussion of. Paper (9). -

13.30 — 15.00 Lunch break




v.i

Owrum Bagkan

15,0607 = 1530
1533 —_ 1500
C Tne. Br . Coto

| Eetcoiy 20PED
Cu ey v

1600 — 16.15
1630 — 18, 30

Jgleden Sonrz Owrumu : e

: Seyh - Muharrem  Nuri - Birgii>
- {emekli biiyiikelgl)

“Teblig (10) «!'wrklye-mn ABD -ilg
- Siyasal- ve - lktisadi iligkileri ve

" Muhtermel Gellsmeleru

Konusmaci: -Sayin Seyfi Tashan

R 5"(D‘i$_'- ‘Politika - Bnstitisli Genal
. Sé’k‘ieteri /-‘nkara)

Tebllg (11) «Turkiya nin ABD Jle‘
Siyesal' ve lktisadi “Hiskileri -ve
Gelecikiekid Muhtemel Gelisme-

~lert - "ABD- A¢féindan Bir Deger-

lendirme; "~

“Kohusmacl  Say-p—Rrof—Br—d-

H-we‘m:-(#e-lerﬁ-Bﬁgu—Emfusn—

Cay

(10.) ve (11) Teb]lglerm Tar-
© tigmasi- - .ol



Afternoon Session :

Mr. Muhartem Nuri .Birgi
'{former ambassador)

Paper (10) «Turkey's Political
and Economic Relations with the
USA and Pcssibie Fut:re Develop.
mentsy»

Speaker: Seyfi Tashan (General
Secretary, Foreign Policy Insti.
tute, Ankara)

Paper {11) «Turkey's Political
and Economic Relations with the

. USA and .Pessible Future Deve-

Chairman :
15.00 — 1530
15.36 — 16.00

Ettsety ZOPPO
(yc <) '
1600 — 16.15
16.30 — 1830

lopmentst: . Comments and the

{usa Perspectiven

:Speaker:  Prof. _Dr—J. —Hurcorite
(Di N E inst —Ce.
tumbia_ Univarsity.—New—Yeork,

Tea bregk

Fleor Discussion of Papers (10)
and (41)



30 Haziran 1879
Sabzh Qturumu:

Oturum Bagkan:

8.00 — 930

930 — 9.50

950 — 10,06
10.05 — 11.05

11.06 — 11,35

11.35 — 1215
1215 — 1245

Sayin Dr. Sahap Kocatopcu

Teblig (12)  «Tirkiye'nin Sov-.
yetler Birligi ve Dogu Bloku Ul
keleriyle Politik ve Ekcnomik ilis-
kileri ve Muhtemal Gelismlery
Konugmaci: Sayin Prof, Dr, On-
der Ari  (istanbul Universites!,
Itisat Fakiiitesi)

Yorum: Sayin Prof. Dr. Roberio
Aliboni (Uluslararas: [liskiler Enz.
titlsl, Roma, [talya)

Cay

(11.) ve (12.) Tebliglerin ve yo-
rumun tartismasi

Teblig (13) «Bloksuz Ulkeler ve
Turkiyen

Konusmacu' Sayin Prof, Dr. G.
Endruweit (Sosyal ve Planlama
Bilimleri Bolimi, Berlin Toknik
Oniversitesi, F. Almanya)

'(13.) Tebligin Tart gmas:
Teblig (14) «Federal Almanya nin

" Dig Ekonomik wve Politik lliski-

1246 — 13.05

13.05 — 13.45

13.45 — 16.16

lerinde Tlrkiye'nin  Yerin
Konusmaei: Sayin Dr. Udo Siein-
bach (Deutches Orient-Institut
orrektdrll, Hammburg, 5. Almanya)
Yorum '

Ycrumeu: Sayin Dr, Daniel
Heradstveit (Uluslararasi llis"iler
EnstitiisG, Oslo, Norve¢)

(14} Tebiigin ve yoiamun .ter-
tismasi

‘Ogle Yemegi



June 30, 1979

Morrning Session :

Chairman = : -
200 — 9.30
930 — 950"
950 — 10.05
10.05"— 1105
11.06 — 11,35
1135 — 12,15
1215 — 12.45
1245 — 13.05 -
13.06 — 13.45
13.45 —

15.1%

Dr,” Sahap Kocatopgu .

Paper (12}  «Turkey's - Pelitical
and Economic Relations »with the'
USSR and the Eastern Block
Countries, and Possible Develop-
ments» B

Speaker: . Proi- Dr. Onder An
(Istanbul ‘Univérsity, Faculty of
Econemics)~ - =t . .
Comment by Prof. Dr. Robe.t Ali.
boni (institute Afiari Internazio-
nali, Rome, - ltaly)i. =~ .. ~°
Tea break |

Floor discussion . of Papers (11)
and (12) and Comnient :
Paper (13) «Turkey and ihe
Non Aligned Movementy
Speaker; Frof. Dr. G. Endruwveit
(Social and Planning Sciences, ~
Technical University of Berlin, F.
Germany) .

Floor discussion of Paper.(13) -
Paper {14} «Turkey's Flace in
W. Germany's -International
Political and Economic Relations»
Speaker: Dr. Udo Steinbach
Diirector, Deuisches Orient-Institut,
Hamburg, W. Germany)
Commeni by Daniel Heradstveit
(The Insiituie of International
Relations, Osle, Norway)

Floor discussion cf. -Faper (14)
and Comment - ’

PN

Lunch bréa::




Odleden Sofira :Oturum (Ranel)

Pangl'.Ba§kanl:;f;:,'_ Sayin Prof :Dr, .Memduh .Yasn

zikIniversitesi, iktisat -Fakil-
tesi) :

- Panaiistler; .. - - SeyrTg - ‘ +Trkiy
MasgarmAET—Briksal) Vom0 M0 e s
*.Sgyan Prof Dr: Turan  Giines Ca’:C)
PR - eskic ,Dig[ﬁterlf,_Bakan )
- vioo-. L -Bayin Prof De Csman  Okyar
. -{Ekonomi- Bslimii, Hacettepe (-
niversilesiys oo .

wernnal St Sayme . Prof. Dr. André Platier
' (CETEM:: D:re:(toru Ecole des
Hautes Etudes.ven Sciences
Sociales; E'_alng., France)
ey o Sayin Dy Uda - Steinbach (Deut-
AP ~ches:  QOrient-Insiitut  Direktéri,
Hambu-'g F. Almanya)
s o -Sayin . Profy Dr.  Yiksel Ulien
T . (Istanbul Um‘versitesi, iktisat
) Fakultesn) .
15,15 - 16.35 “F':‘a-ajelisj.lerinr_‘Igpnusrqala‘rl, R
16.35 — 1650 Cay -
16.50 — 18.30 Panel Konusmalarmm tartlsma&;!-
18.30 — 18.45. ,K,_J:cnm . T wn
Saym Prof Dr Mukerrem H|¢
' Sayln:Dr Werner Gumpel,
.‘-Saym Dr.. Udo Stelnbach




Afternoon Session (Panel Discussion)

Chairman of the Prof.” Dr. Memduh Yasa (lstan-

Panel :

. Paneiists:

16.15 - 16.35
16.35 — 16.50
16.50 — 18,30
18.30 — 18.45

tul ‘University,. Economics Facul-
ty). :

G Geporato—(Ferkish—d
EEC—Brusssie) Vi Muu,u: CEfC)

Prof. Dr. Turan . Gines (former
Minister of Foreign Affairs)
Prof, Dr, Osman Okyar (Econc-
mics Department, Hacettepe Uni-
versity) ’

Dr. André Platler (Dlrector
CETEM., Ecole des Hautes
Etudes- en Sciences Sociales,
Paris, France)

Dr. Udo Steinbach (Director:
Deutches Orient-Institut, ~Ham-
‘burg, W, Germany} -

Prof. Dr. Yiksei -Ulken (lstan-
bul University, Faculty * of

‘Economics)

Panel discussion

Tea break

Floor discussion

Closing Statements:

Prof. Dr. Mikerrem Hig, -
Prof. le. Woerner Gumpel,
Dr. Udo Steinbach

|



NOTLAR




NOTLEAR




. Bu uluslararasi konferans:n . diizenlenmesinds
ve yabanci uzmanlann biyik bif kisminin katiima
giderlerinin  karsilanmasinda Volkswagen Vain
dnemli bir mali katkida bulunmustur. Ayrica ticaret
‘ve sanayi odalan, bankalar ve firmalann da gok

_dederli mali katkilari' sadlanmistr, Hepsine tesek-
kir borg biliriz,

Kanferans Tertip Komitesi




‘In the organizationnof the international con-
ference, the Volkswagen oundation has confributed ,
greatly by financing the participation of a great
number of fereign experts. Further financiallfunds {
were supplied by the chambers of commerce and 1
industry of various regions, from various banks and
firms. Our thanks are due to all, i

o g

The Organization Commiitee



International Conference

"Options Popr Turkey's Intermational
Economic and Political Relations”

List of Participants

Prof, Roberto Aliboni;
Director, Instituto Affari Internazionali, Rome

Prof, Erdofan Alking
Furopean and Middle East Economie and Social Relatiens
Research Institute, (DMEESRRI) I.U. Economics Faculty,
Istanbul ' T

Prof. Onder Arl
Institute of Political Science,
' I1,U, Economics Faculty, Istanbul

Dr, Aydemir Askan;
Economic consultant, Aegean Chamber of Industry
(and member of the Aegean University), Izmir

Pr, Ihsan Bagais
Economics department,Hacettepe University, Ankara

Prof, Zafer Bagak;
Economics department Hacettepe University, Ankara

Muammer Baykan,
General secretary,North Atlantic Breaty Association, Ankara

: Peyyaz Berker;

Director, TIBA, Istanbul

Dr, Taner Berksoy; _
Econgmics department, Hacettcpe University, Ankara

Selahaddin Beyazid; _
' Businessman, Tstanbul

Muharrem Nuri Birgi;
Director, Poreign Relations Inatitute
(former ‘ambassador), Istanbul

Mehme t Parpk Cal&virli'
' Cultural ‘and: Yress Officer, Belgian Consulate, Istanbul .

Profi Esat Gam
Dean, {and director, Institute of Political Sciénces),
I.U. Econom:cs Faculty, Istanbul



Dr. Emzn gar1k91;
Busimess Admu‘ﬂsur 1‘q
Ankara o L

Necdet Doqanata°-

Board member, Izmir
Chamber of Commerce, lzmir

.'Prof. Emel HOgrama01,

Dean : -Hacettepe University, Ankara -

Dr,. Negat Eczaclbagl,

Ty Ecza01ba§1 Holding, Istanbul

Prof. Tusret Eking
Asst Dean I,U., Economics Facully, Istanbul

Hhsrev Elverig, :
Buginess administration chair, I.U. Economics Faculty,
(and chief of planning bureau, Aygaz A.S§.)

Prof. Glinter Endruweit; . ' :
o Institut fiir Sozialwisconschaft) :Technische Universitaet,
. Berlin
Dr. Cevdet Erdost;

) Economics department, Hacettepe University,Ankara

Dr. Ismet Erging . _ o
Economics department, Hacettepe University; Ankara

Dr. Tevf1k Ertiiziing
Econom:st I.U. Economics Paculty, Istanbul |
Daniel Fearn,
’ Managing Director, Geodyear Last:kleri Tohe S.,‘Istanbul

Dr, Ahmet Gékger;
Economist, I.U. Economics Faculty, Istanbul

Prof. George E Gruen; '
: Dlrector, Mlddle Bast Affairs, Institute of Human
Relations; Mew York

_Prof. Werner Gumpel;

Director, Seminar fiir Wirtschaft und Gesellschaft
Sudosteurcpas, Munnch University

Prof, Turan Glines;
(former Minister of Foreign Affairs), Ankara

Dr. Sevegl Guran-
Beonomist, I,U, Economics Faculty,wlstanbul




Dr, Orhan Glivenen; -~
Economist, Unnverulte Dauphlne, (also employed in OECD)
Faris

Prof, Mikerrem Hig;
Director, EMEESRRI,I.U., Economics Faculty, Istanbul

John Hyde;
General Consulate.of Englard, Istanbul

Dr, Cihat Iren;
Consultant {former minister of Commerce and former
general secretary of the Unicn of Chambers)

Dr., Ahmet Kalain,
Economist, I, U Economlcq Faculty, Istanbul

Dr. DOJan Xargiil
" Economist, I,U, Economics faculty, Istanbul

Prof. Giilten Kazgan; .
EMEESRRI, I.U., Eccnomics Faculty, Istanbul

Prof, -Haydar Kazgan;
Chair of economics and business administration, Istanbul
Technical University, Istanbul

_ Qogkun Kircas : ' ‘ ' ' |
Ministerof Forelgn Affairs (embassador and former M.P ) |

Dr. ‘Sahap Kocatopgu}
"o 0, Pagabahge -§igi Cam, Istanbul

Stnmez Koksalj
Chief of research department
General directorate of planning and research,
Ministry of Foreign Affairs

Bilge Kuneralp; .o L
. Economlcs a331stant I U., Economlcs Paculty, Istanbul

Rochus—Ernst Frhr. ve Liittwitz; :
Secretary CGeneral, Near and Micdle East Assoc1at10n,
Hamburg

,Kenneth Mackenz:e-
Pree lance Journallst Ankara

Prof. Erol Manisali o L. |
Asst, Director, EMEESRRI, I,U, Economics Faculty, 5
Istanbul

H. von Mo}tke;
- BC, Brusselu




Dr. Orhan Morgil§ o

Economics Department, Haceitepe University
(and consul tant, Arkars Thamber of Industry) Ankara

Prof. Necati Numcu;
Asst, Directorr, Economic Develcpment Institute,
I.U., Paculty of Economics, Istanbul

Ziya Miezzinoglu; _
Minister of Finance, Ankara

Prof., Carl Oettle;
Director, Institute of Transport and Public Economy,
Munzch University

Prof, Orhan Oguz; ™
: President, Academy of FKconomic and Ccmmercial Sciences,
Istanbul

"Prof. Osman Okyar'
Bconomlcs Department Hacettepe University, Ankara

Prof. Hasan Olalzyy
_ Economics Faculty, Aegean University, Izmir

Sevref Ozgencil
Turkish Inﬂustr1allsts and Businessmen's Asscciation
(TIBA), Istanbul

Basri Oztekin;
Businessman, Chairman, Economic Development T1oum’at:on,
Istanbul

Gian PFaolo Papaj
EC Informaton Bureau, Ankara

Prof, Manoucher Parvin;
Economics Department, Akron University, Akron, Chie
" (also, editor-in-chief, Niddle Tast Economic Review)

Dr. Merih Paya;
Economnst I. U., Economics Facul ty, Istanbul

Trevor Penrose:
EC Information Bureau, Ankara

Prof. André Piatier;
Ecole des Hautes Etudes en Sciences Sociales
(and director CETT :y Paris -

)

Prof. Reha Poroy,




TPl

Danie} Primard; :
General Consulate of France, Istanbul .

Dr. Cafer Tayyar Sadaklars . -
former Governor of the T, Central Bank, Ankara

Tevfik Saragoflu;
Ministry of Toreign Affairs (former ambassador to
NATO - - ‘ -

Prof. Necdet Serin;
. Director, Institute of Public Finance,
~ A.Us, Faculty of Political Sciences, Ankara

Dr. Udo Steinbach
Director, Deutches Orient-Institut, Hamburg

Mehme t Suhubi;
Businessman, member of the board,
Economic Development Foundation, Istanbul”

Naim Taluj .
: Chairman, Akbank, {former prime minister), Istanbul

Dr. Ibrahim Tanyerij;
Economics demant, Hacettepe University, Ankara

Prof, Erding Tokgdz; .
Economics department, Hacettepe University, Ankara

Dr, Gil Tﬁran;
Economist, I.U., Economics Faculty, Istanbul

Prof, Ilter Turan; :
: ' Institute .of Political Sciences,
I,U,, Economics Faculty, Istanbul

Dr. Erdal Tiirkkanj
Economics department, Hacettepe Tmiversity, Ankera

Dr. Gingdr Uras;
General Secretary, TIBA, Istanbul

Prof., Sabri Ulgener; , 3
‘ Directer, Institute of Ecenomic Development,
I.U,, Economiecs Faculty, Istanbul

Prof. Yiiksel Ulken;
t.U,, Economics Faculty, Istanbul

Prof. Besim Ustiinel; :
RPP Senatc, Ankara

e




Prof, Jaques Verpant; ) )
Ecole Partique des Hautes Etudes ~, . - LR .
(and Institut Frangais des Relations Intc*natlonales)

Paris

. . -*s "\lt { .:;".f-
W g Penli R BRI R
El-Sayed Yassin;

Director, Centre for Political and Strategic Studies,

Al-Ahram, Cairo

Prof. Memduh Yasga;
Directer, Institute of Public Finance,
I.U., Economics Faculky, Istanbul

Dr. Bahri Yilmaz;
Eccnomics department, Hacettepe University, Ankara
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1. For.some years now, as is well known, Turkey's relations wifh the Buropean
socialist countries and, in particular, with the Soviet Union have been of growing
importance, In 1978, for instance, Rumania concluded a trading agreemensy with

Turkey. This was folleowed by the granting of 5 credit Line fof the purchasc of
Rumanian exports. On April 19 of this year, another agreement was signed with
Yugoslavia, In the future, the number of these accords might well tend to grow.

This report will be cenitred primarily on Turkey's relations with the Soviet

Union, Here relations are being developed particularly intensely, especially in

the field of economic gnd trading relations.Botl cides attributo ppliticel gim financ
w5 thic trond. It iz boing said that Turkey is beginning to look “elgewhere",

The most important steps in this improvement in Soviet.-Turldsh relations were
Kogyghin's visit to Turkey in December 1975, Caglayangil's visit to Moscow in harch
1977 and, most recently Ecevit's visit to Moscow from June 21 to June 25,1978. A4t
the end of this visit a declaration was signed on the principles regulating
neighbourly relations and friendly cooperation betweeh the USSR and the Republic
of Turkey. A number of other agreements were also initialled on this occasion, This
included accords defining the extent of the continental shelf, as well as others on
industrial, trade and cultural cooperation, Duiing the period of Hikmet Cetin's

vigit o losoow, the press(Financial Times 18,10,78, Intcrnational Herald Tribunc
4,10,78) rcportod that the Soviet Union was giving aid to 44 ¢iffcerent development
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projects in Turkey. e |
' ' leon Turkey®s rolc in Hoestern defeneet and. in the Weetern,oecnoqy; the ITIATO
ailiosmhevo V?QWCdﬁiqﬁs in provencny dn relations. with sone concern, How far ic "™ i
cqnco%n justif*od° | o
2e It 18 generally recognized that the 1mprovement in relatlons hetween Turkey,
the Sov1et Uhlon and the other soelallst,GOuntrles is 1n some way t“ed to the
follow1ng ~ factorgs
a) The dlepute with the United States following the embergo o US arms supplies
1mposed by the Senate ¢ollow1ng the Turkish dintervention in Cyprus in 1974,
,h) The enlargement of the EEC to include Greece. General dissatisfaction with
-~ the results of Turkey s assoc:r.atlovl agreement with the Community, and with
European insensitivity towards Turkey's social and economic difficulties.
Given the worsening of the dispute with Greece, there 1s widespread feeling in
Turkey that theEEC has been less than even handed in its relations with the
two sides, '
¢) The intollerable pressure of economic difficulties, in particulsr the cost of oll
ilmporis.

These.factors are inter-linked and have led the Turks into the belief that they have
been abandoned by their allies and, therefore, that diversific,tion of their melations
has become:en objective necessity, Turkey is thus seeKing closer relations with the

developing countries epd with the eocialistlstates, in particular the Soviet Unione

Now, in the short term, thehe cgn be no doubt that these factors are working

40 bring about a rapgrochement with the Soviet Union and the cther socialist

countries. The important point; however, it to see whether these factors are.capable
of leading to a sighificant lorgterm change in Turkey's international role. IT

we are 1o make this evaluation, it becomes necessary to discuss the three orders

of factors mentioned above in-rather more detaile

Je There can be no doubt that in the period prior %o the crisis which followed
the Amériean Senate's debatable decision to cut off arms supplies to Turkey, Turldsh-
- relations with the USA were, if anyihing, over-exclusive. Even Twrkey's relatiohs
with NATO did not imply participation in a nultilateral alliance so much as close
bilateral relations with the United States. The crigls, together with the measures
taken by Turkey in reprisal for the smbargo, has reduced Turkisir over-relipnce on the
USy overal] Turkish foreign policy has returned to a more "normal” pattera, In other
wnrde, ?urkey has‘diversified her economic and POlitiQﬁl relations in exactly the same

way ag other membors of the Alience already did, a considerable time age, as part of

b
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the process of détente, . .

' The intensificaiion of relations with the Soviet Union ard the Sther
sociralist countries may thus be intefpreied as a crisis in Tﬁrkey‘s alliance with
the Americans. This does not mean however, thzt this alliance is being abandoned,
Whatlit does mean is that Turkey is iobsening her over<exclusive relatiohship with
%he.US_ﬁé In a world characterized by loose bipolarism - as Prof. Esat Cam has put
it(Poreign Policy preferences of Turkey "Dis Politika!, No,3-4 1978, pp.77-111) =
fﬁther than by the tight bipolarism of the past, this kind of relationghip has lost

its raison a'dirs,

This was very clear in a reccent statement by Ecevitg "We geeg. no reason why
we should stick to a function reminiscent of the cold-war years in this ﬁeriod of
détente, It is unfeir of our allies to look upoh these intentions with concern,

In any case, we would not deviate from the sense of responsability that our
geopoiitical position and our historic experiénce impose upon Uss.es" (Newsweek,
March 19, 1979;

- The experience of recent political earthquakes as in Iran, along with the
presence of armed groups and of terrorism in Turkey might lead one to take & pes—
siﬁis%ic'viqwn Nonetheless, as has been shown by the Italian example; if the army
isthyal and the main political parties agre united in their defence of the constitutior.
terrorism and the presence of grmed underground groups, while constituting a veny
serious and painful problem, is not enough in itself %o lead to a change in the
existing order, As for as the Iranian exXample is concerned, it should be said that
Iran is very different from Turkey which is essentially a Buropean country with
dee ply rooted democratic institutions. What is more, unlike the situation in the
other Southern European countries(Italy, Spain, France, Cyprus, Greece and Portugal),
'thpée organizations in Turkey which arc presumably linked to the Soviet Union and

to the other. socialist countries gre only very small,

In practicey, Turkey is anchored to Burope regardless of insults from the i
American Senate, the weaknesscs and hesitations of European governments and the
grrors of successive administrations in Washington. _ |
be The second order of problems concernsthe insensitivity of Community policy - |
towards Turkey. Here, however, althOugh the Europeans deserve criticism, the feeling
in Turkey that she has been unjustly treated and that she has been left to her own
fate, scems, at least so far, #» be wijistifieds Greek membership of the Community

is only the first step in sdong and complex process which is going to involve the




countries of the Iberian peminsula, the dfher Me@iieﬁ;anﬂan cbuntries, and the

=

non-member stotes-in gemeral., This process s of  primary concern %0 , the
Communi ty 1tself. In the pasi; the 1ess'&eveloped regions .of the COmmunif§

(the Mezzogiorno and a few cther limited areas) have played orly a marginal

role, With-enlargement o iﬁblude the couniries-presentIY.applying for
membership, they will cgmé"td constitute 2 priority problem for the whole Com-
munity. In other wordsy the EEC will be foreed to concern itself with the problem
0f economic backwardnegs no longer simply as = problem conceriing the associate
members and non-membeXr svates, but rather as a problem within  the Community.

If she wishes to do so, Turkey could very well take advantage of thié new situation.

A second point walch shouid be mentioned in any discussion of the future
of relations between Turkey and the Community is that Turkey, like ftaly, is
comnitted to improving the efficiency of public enterprise so thgt the new wealth
created can be used to maintain social equilibria, without this signifying any
reduction in accumulation in the productive sector of the economy.(This implies
increased public expenditure in Italy, price control in Turkey.) Turkey also needs
to clarify her present ambiguous position in which the desire for intermational
integration contrasts with nationalist economic policy (obstacles to foreign
investment, subsidies; etc,)c This is not enough to tie Turkey to Burope.
Nonetheless, if fthere are no clear decisions. in this field, she will continue
t0 play a marginal role in the Coumunity.

If the Turkish economy is to make the dransition to cevelopment and
Hberalization, the Community iS‘respoﬁsible for helping her, along with other
weaker industrialized countriecs in Southern Burope, to make this possible, If
this is not done, Turkey's incentives to look "elsewhere" will grows. This would
lead to a strengthening of Turkish relations with the Soviet Union and with the
_6ther socizlist countries for technical as well as for political reasons. One
could, howéver, be sceptical of the results for Turkey., Many previocus examples-—
=from India to Lgypt- have shown that the present socialist countries have only
very limited economic and industrigl effectiveness when they operate abroad,

5. The third order of factors concerns the effects of Turkey's preseﬂt
economic difficulties. {ike many other countries, Turkey has had to face the
inflation and stagflation resulting from the crisis of the 1970s. The effecEs
of this crisis have been extremely severe, Following the summit meeting =t

Guadaloupe; aid has begun to arrive, but with very poor results considering the
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- nocds of thoe country. One of the rﬁagans fofithcsc difficultics may well lie in the
analysis which is usually nade of the difficult sltuailon in which Turkcy findg
herself. Richard Coopcr the Anmcrdican undcrmeecrctany of state, rofloctcd curront
opinion when he stated that Turkey is onc of thoso ccuntrlcs, liko Spaln whlch has
reacted to tho crigsis with "a conscious decigion to rido out the inflation and
.recession of the mid-1970s through borrowing rathor than rcducing their level of
cconomic activity". (I.H.T, 21.2,1979) Turkcy is thue invited to reduce hér 1lcvel
of cconomic activity or, alternatively, to reducc domestic consumption and to inéreaso
cxports.

This kind of bitter medicine could prove to be not only politically uscless
but also extreomecly danaging, ‘In torms of increacing the gap between Turkey and the
Wost, that is .of the risk of a rapprochcmont with the Soviet Union, this kind of

po_licy could pla& a far more decisive role than disputos with the allies or the
lack of scnsitivity shown by tho HC.

An over—drasti ¢ curc for the country'c oconomic illg could have profoundly
disrupbive offocts at o social lovols. The Ttalian cxporionce boaches ws porhaps that
an incrcasce in oxports at thoe oxpense of internal consumption and a lowering in the
lovel of cconomic activity are only possible in highly gpecific cconomic and political
conditiong. The trade unions and the Communist Party have madc it posoible to - |
gradually devaluc the lira and have allowed increascd labour mobility. The
administration has allowed the softing up of numerous productive activitics which

take no account of tax law and labour logislation., Thig has mede it possible for a

"submerged" cconomy to com ¢ into being. With its cxtremcly low production costs and |
ite high competitivity, this submerged cconomy makes an important contribution to
tho overall wealth of the cconomic system.
This does not mean that this would be the ideal solution for Turkcy's
cconomic problems. It docs, however, go to show how complex a situatior can be
compared to the simplisti ¢ solutions propesed by intcrnational financial circlog,.
Turkoy will hav_e to be very cautious whon it negotiates eccnomic

comnitments in roturn for financial aid. It is difficult to holp Turkey to put
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" .hep. forcign accounts and hor cconory back info a hcalthy position without creating
dangorous, and irreversiblo  social and politioalmdistrnption. Nonotheloss, this
has to be done. o , : .
6. - It sooms unlikciy that_the varioua factors listod hore could ioad to a long
term change in Turkey's international pqaitioﬁ, Tho primagy rcason for this is that
as was otated carlier, Turkay has ties with tho West amd with the industrialized
world which allow her to maintain a stable pou1tian rogarﬁloss of adversc cvents:
 and she insonnxtiv1ty of hor allics, ’

In tho futuro, Turkey's rolation with the Sovict Union and with tho
pecialist countrics cou 1d well bocomc ovon morc intonse than at present.
Nonctheloss, thoy are not 1i koly to go boyona the came kind of accoptance of
détontc and increcasocd ooop oratlon typzcal of the gonoral relatlonsh1p botween. the
1ndustrlalizod and the sodial isgt countrioso

There ig, howover, a risk, pamoly the light-hcartodness with which
Turqu i fricnds -~ that is both tho EEG and the other OECD countrics— could in tﬂo
futurc approach hor coonomic development and omploymcnt problems. 4 fallurc or
oven just mistakes in this fiold, could fﬁrow Turkoy into a gituation of aﬁathy
and abandon, In ﬁ_his-caso; Turkby'woﬁid no longer foecl that she were astivﬁly
varticipating in the Atlantic Alliance., This would not imply a suddon_ohangé of,

camp but it would lcad to just the kind of atmosphoro the Sovieis are waiting for.




Turkoy and the Non-Alignnent Movenents

-a Sociological Perspectivo-

Prof.Dr,Ginter Endruweit s Tochnical University of Borlin, Departmont of

Social and Planning Sciences

Int roduction

ine that you arc the father of a daughtor who has come to an age in wh:f.ch
.;ho is courted by |young men, Actually, two 'boys arc in competition for her, ‘:

: The first boy ias Avran who is -as h:Ls name indicatcg- from Avrupa. Al‘bhough
he has been rolatively much richer in the past, he is still a comparatively wealthy man
who can promisc your daughtor a lifc under good economic circumstances. On tho other
hand, he is a very| demanding man , Ho wants your daughter to make a lot of changes 1n .
hdr way of lifo a.rd to work very hard. Just rccently he was allied with girls from :
London and Copo 'n who had a. lot of difficulties in keeping pace with hin. Se you
dowyt whother or net you should recormend your daughter such a hagty life,

The second boy i s Dogan who comes from the Eagt. He is not so hasty, but
he is, on the othelr side, not as wetlthy as Av, ra.m. In fact, onc may suspect him of
being not able to é'xmantee your cia.ugh‘l:cr the present standard of living after marr:.a.go.
But he professos that he is in favor of non—dlscnmma‘tlon, although there are rumors tha.t
he had beaten other girls he was cngagod to. So you are not sure if you should cndow tl}:r.s
_relation, .

In this|situation, your daughter has four options., She may marry oithor Avra.m
or Doganj both haveltheir ad@tages and digadvantages., The third option is to look fozf
a third man. Tt is|a matter of sad fact, though, that your daughter!s dowry has someho-v;
faded a._way,',r and now, to tell the planin truth, she has even some dobtss so it night
be impossible to find a third gallant in timé. ‘I'he fourth option is problomatic; too;
for a girl who is no longer r ; ich, but still beautiful and who has still a zost for 1:|.fe.

“This I would call the non—-al:.gnmcnt option, and it means to rcmain an old ma:l.d.
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I will not attempd to trace back tho differont non-alignment movements l.n

Turkey to their 1doologlca1 hig_torical and other roots or to deseribe who is now in :E‘a.vor
of hat and for which alloged rcasons ctc, You wil_1 know this much better than I ovcr

could » I would rather pr_cfor to sereon the non-alignment option with a kind of .
sy_stems-theorctioal and intoractionist approach, My hopc is that tho further sprcad

of éﬁch a way of thinking ocouvld coniribute to a rclatively rational and calculated atiitude
| in the dccisioneraking process within tho head and hoart of overy citizen of this

count_Iy.

Tu rkgy's Present Sctting for Decision-laking
Before we cone %o an account of non-alignment clements I would like to
correet an improssion tha_t a Aeht have come out of my nonchalant introduction. It -:ay
have sounded as if I regard Tu _rkoy's present decision situation as a kind of joyful.
prematiral game in non-committal courtship, as a part of happy lifc, In fact, though,
th_is decision scems to me a2 natter of life and death, So I will add somo skejehing t..'qi‘_ér.i'ts
from the . deoadly side of tho problen by moﬁtioning soric figuros which aro alrcady I'Jc;l_l
known but which have to be mentioned again in the context of our following considora.’sid;hs.
Turkey with ite 43 million i_nhabitants has about 20 porcent of its labor forco
unomploycdl; the inflation raf e is above 50 percent a.'nnua.llyz' her foroign dobts incré%:.sod
- fr_om 5.7 billion ﬁ in 19743 (with a stock of 2.1 billion ﬂ in foreign cxchange) to a.bou*b
- 15 to 20 billion in the prosen t 'bmov (with no forc:.gn cxchange at all at the Horkoz* ‘
Bankasi), This dovelopment can be obsorved since several years, and it has only in 19?8
bo cn o little curbed as t_able 1 may show, Turkey's forcign trade has practically conc
to a stop, and onc of the many results is that nore than 2,500 companics went bcnkru.p'h a.nd
over 50,000 employces los_t their jobs5,' only in the regions of Istanbul and Izmir, Turkcy

1 I.:m_.g“'r, Pe2; Spicgel 8/1979, p.132; Becker, D53

2 Kriigor, p. 23 Becker, Pe5s :
3 Spicgel 8/1979, p.132; |
4 Gruncuberg, p.3s Spicgel 8/1979; P»134s Krtiger, Dp.2 ' ;
5 Spiogol 8/1979, p.132 |




¥s indewmbed %o 97 stalos and 228 banks + 41l hor presont _foreian exohanso incomo ie:

noedod for onergy JJ'!POI“tUT-

There arc good roasonp for the assumption that thOuO ulfflcultlcs will

prevail, On one side, o e n_ggt acknowlodgc that Turkoy rcachcd for about c1ght JOar"
until 1975 an annual avoragc,of cconomic growth betwccn 7 and 8 rorcent wh;cp'is far ahoa&A
of the EC countrics and which c.oul'd* be regarded as a docisive. proroquisite forqumh
progrese; beoause it -is ﬁhuP highost rato of all $ho 24 OECD momber statcsS.l

6 Grunonborg, D3 ' SR
7 Grunonbcrg, De3 - ' '
8 TUSIAD, p.123 Spicgol 8/1979, p,1323 Bocker, p.s

- » L.




Tablo 1l: Dovelopr ont of Sone Economic Indicators™

Indicator 1972 1973 1974 1975 1976 1977 1978
Bxports . _

(m_111.8) 885 1,317 1.532 1,401 1,960 1,700

Inports 1563 2,086 3.776 44738 5,129 5.580

Trado Balancc <678 =769 24244 =3.337 - 3,169 =3,880 -
Wo_rkorst : ) ‘ o -

Remittances 740 1,183 1,426 1,312 983 1,000

3'*13::100 of

Pa {}7"'10 nts : +152 - 917 - 428 —1.455 .- 1.751 *2.840

HMonthly averago

of inports ‘ b
(ni1l. #) 11 w37 419 417 341
Yonthly average

of cxports U

(mill, ) 110 128 117 162 145 158
Doficit - 65 183 270 257 332 184
Go_ld and -

forc_isn - . o
Ib’.ChanGO "2el2 1-86 1.06 1.12 N 77 094
Holdings 7

(bill. ) v
— . ym —m—— A SR .:

2) Sourcess Ictisadi Rapor, Tiirkiye Ticarct Odalari, Sanayi Odala.rl ve Ticarct Borsa.larg
Birlifi, .Ankave, 1977, p.511s Dor Spicgol 8/1979, p.134; 1978 Ylllna Girerken Tirk *
Ekononisi, TUSIAD, Istanby l, 1978, p.7

b) Januaxry 'through Augustr

¢) June




On the othor hand, thore arc some onduring eloments in Turkish social str@pture
which hoavily countorveil the sc admirable offorts. Ono of them is the cxtremely ‘
overpopulatod and inefficicnt buroaucracyl and another onc is the cxtromely high
bopulation grom¢h; adding mo.ro than a million per ycar to the inhabitants and moroi

then 400,000 per year to the labor forco.2 So it was cven under the rclativély favorablo
co-ndltlona of 1974 that an extrapolation of the cx1st1ng tronds pmodlctod3 that Turkﬂy

Fal
would roach the EC ptendarde - of living = of the scvontlos not before the yoar of

2359, | |
Thisz domegtic dilemma is ogualled. by an intornational dilerma in tho roconﬁ

hi_story of attenpts to rctard tln downhill driving., It is unanimously accopted that%
‘fo_roign aid is nocossary. Bstinatos of the appropriate amounts vary hoavily. In f
HATO circles 10 billion ﬁ arc ncntloned (mllztany oquipmcnt not 1ncludod), interna tmonal'
bankors speak of 15 billio n # , and Turkey's Fiv_c-Yoar-Plan of 1978 cnv1uagcs for01gw
crodlts_of & billion S for five yearQT. Undor theze . imprecsions small practical ntopa
toward rclieof wore tazken . The IHF and the EC allocated credits of 450 million S eacﬂ;
| bu_t blocked large portions thorcof when Turkey did not agrec to the political conditiong,
Having martial law in 13 of the 07 provinees Turkay could cimply not guarantoe to lower
inflation =and wage increases, to devaluate tho lira and to minimize tho deficite in f@o
state budget and in public industry§ But owven undor norc favorable circumstances Tur%igh
pri&o would have rojcctod this kind of forecimm intorfercnce, So Walter Leislor Kicp's;

‘cffor_ts to collect about 1.5 billion ﬂ fron OECD mombeors and other sourcgﬁ goon to bc;the

P

1, Thig burcaucracy. forcos Turkish oxport firme to colloct up to 200 offlolal,ulgna,turou
before thoy can cxport a g_¢ ood{Spiegel 3/1979, p.134) thug discouraging ovory
efficioncy ~ oricnted ontroproncur from nationally vitel activitics.

2 Spicgel 8/1979, p.132

3 Spiczol 34/1974, p. 46

4 In 1975, tho EC average of per capita GDP wes 5,168 S; in Turkey only 861 g,
5 Ruehl, p.6: Beckor, p.5

6 spicgel 8/1979, p.134

7 Ruchl, p.6.

8 Grunonberg, p.33 Spiogel 8/1979, p.134.

9 Spiegol 21/1979, D.140; Backer, Pa5..



nost promizsing activiti_cs for the moment.

Systermic Structuro of the Options
. Before we start w1th the proe and Cong about non~al;8nmon$ wo gshould try to
nake clo;,r what the concepts o f alignmont and non,-a,lngnmont noan, Unfortunatcly, ;

th _cre is little onlightonmont in gonoral systoms theory, as far as socioﬁpoliticalz
systcoms are concorned, _

A clear casce is non-alignmont, This would Qoaﬁ that a syston is related .
to othor gsystoms only but he wusual systomwonvironmont relations. All othor aystoms;
would bo equally alien'undiﬂcriminétcd barts of thoe system's enviro nmont, ' Tho‘syst§ﬁ
wq_ald havc completc systomlc 1ndopondenco fr onm other systons,

Combinationc of aystoms are , in sociological systenms theoory, uuuully '
thought of as relations be_twe_on system and subgystons. A subsyston is a systom itgélf;
it serves, -though, tho goa_ls of tho "mothor" system. So, syston and subsyston arc b
mmfually dependent— but on an hicra rohieally different levols This would be the gohﬁral
model of rcal inteogration, f

But this is not what happens whon states: Form intornational, supranqmional}
or tra nsnational organizatig_ps with an own logal pcrsbnality énd jurisdictio n, ; ’Jﬁk
idmittcdly;-in our cveryday concepbion of these organization we tond te imagine thqm;
onn a higher level than theo ctatos. And this nay oxplain'why systeng fhcony haz not ;ot

developed appropriate instrumonts to handle the real congtruction of thoe rclailonc.y

In reality, the relation botwoen = ctate and a supranational organization of which itgis
a newber, is not a stable systemecubsystom-relation, i.c. integration, but a rolation? ‘
which should be regarded as a.parallcl to what is understood by “memhorship" in general
terms, The membors and their organizations are, still, systoms of theoir own as gystoﬁs
and subsystons arc. But unlike system and subsystems, their relation is not 1nvar1antly
an upwthewline or downwtho-line rclation., Rather it ic a kind of altornating curront.
The members borrow sone of their sovereignty to the supranational organlzation, but thqy

do uot abdicate, Instead, thoy oxcrt a joint conirol over the organization's making °

K




use of this tompomery sovercignty, and in so far the organizations arc, at thc same
“time, supranational and 1nfre:_ na.tionzli,l; That is what expecially France has taught the
Brussels Con:miséion. ‘\

. Table 2 ainma at sqhema‘biz:i.ng thoese c‘-.iff'crcncosl. It should show clcarly
“that rﬁemborship-- or, as we might call it for the present purposc; alignmont - is =2
little different from what usually is 'undcrs‘bood; or just felt by connotations, by this

term in political discussion; It is a transfer of national r:.g'his under tho condition )

ga.ble 23 "!cher:ta:t ized Difforences of the Qg‘ai ong

Non-a,li@ment. - Int egration ' Mombership Pusion

W > ’

1 We add, for rcasons of completoness, the model of fusion, - This is frequently
nentioned in preambles as the goal of integration or membership. It is regularly
not reached, though, and thus it can he regarded as harmless for advocatés of
nonwalignnert, ' : ' '



that the nation, again, controls the exgrcise‘of theso rights, This ingight nay

introducc somc détente into the discussion about alignment or non—alignment,

Advanfggcs and Disadvantgggs of Non=Aligmment

1) Sovoroignty

; {(political auto~
nory )

Alignment

Dircct exercisc
partially transfor

red to central

nower over which
only indirect, par-
ticipative control
is recached

Hon-alignment

Hot restricted

2) Eatroprencurship
(ccononic
autonomy)

Affected by impor-
tant contralized
responsibilities,
but enlarged
through additional
chances

Not resctrictod,
Not enlargoed

.8) Identity
(cultural auto-
noryy )

Affected by need of
aCjustment or by di-
reet interforence

Not affocted

4) Solidarity

ig granted and has
often proven wvory
holpful; but mutual
obligations

ig not granted

5) Communication

regularly institu~
tionalized with
partncr, restrict-
iong with third
partics possible,
but deoubtful

no ingtitutionalie
gation

6) Cooperation -

very closc with other
mombors, thorefore
often morce difficult
with others

depending on
market wvalue of
syston




a)So¥ercienty

Sovercignty, i.c. political antonomy, is certainly affected by a stato'é
entrance into a 5upranational organization of an EC typc or of another typc. Just a%
an cxample we will quote herce and in further contoxts fhc regulations of tho Agroemchts
of Rome of March25, 1957, in ordcr to ﬂhow what is usually combined with mombership
in such a type of organlzatlon. )

7 As an oxamplc of limitations of sovercignty we may use the rights of the DC
Commigsion, The Connlosl on acts through ordlnanccu, guldenllncs, devigions and
recommendations(art,189)., Of these, ordinances arc immediately applicable law in caéh
merber state, guidelines are randatory for the state $o which they are dirccted but who
has to determine autonomously forms and means for the cxecution, debisions arc binding
those public and privato institutions.mentioned in the dooision; and oﬁly rocomnondations
are not morc than a piocce of advice, In the sanc way; the Buropean Court can ;
dircctly interferc in problems which are, at lcast on onc nldC problons of a nutlonal
1nst1tut10n or of a citizen or a company in a natlon(art 169-178)

This iz certa _inly a utrong c_r.g-urzlon‘l'. for non-alignment, Onc can imaginé 3
that membership means a great sacrifice for a nation that has repeatedly exporlcncod tho
ris_le—volence of other nailons, gone of which arc oven clder mombers of the prowpoctlvo
cormon club, Tbe ‘dcoision may ovon be harder when onz takos-into--account. ithal group
opinions arc normally formecd on an aVeragae 1ovel g0 that group docisions may be, w1tg

SOme cxpoctatlonu, a spocl al hardshin for the weakoest nembérs, :

But = ataxo oven not the woakﬂst ono, is not a bolbicsg v1ct1h to the nev
central powers. The Assembly and, above all, the Council of the EC in which, anong oti
control institutions; cach memhor gtate ig rcpresentcd have very important powers ovgr
“the ccﬁ%rgl'iﬂéfi%ﬁtione'(afﬁfl3? ~'148), -In mdst'cagos thoy have a quorum of two :
thirds, in othor cascs, e.g;.art 238, ovon a weto power for cach momber, In zo faré
aligﬂmcnf ig not an unconditioned surrcnder, dbut o partlal and controllcd transfor of
soverciognty,. .




b) Entreprencurship
Wational onrepre_nourship, i.c. cconomic autonory, is by an alignment o;nn
more touched than political autonomy. Regularly, preambles of interstate organizaﬁions
be_gin with political goals(EC: to create an cver closer union of the Europoan ;
nations), their rcal heari, t_hough, are coonomic aims which form, in words and doéds;
the largeet..portion in the ectivitics of such organigations., Consequantly; tho EC
Agroecnonts have among their nine motives in the proambg five with predominantly océhomic
Qharacter: to socure economic and social progress through concerted aotibns; botter
conditions for 1i%e and work; to guarantec continued cconomic growth, balanced tra@e and
fair competition; to unitc the national cconomien and to further a harmonic ?
development s to minimizo obstacles to the cxchange of goods., A dotailed analysis éf
the BC activities ﬁould ahow élearly that they are mostly in the area of cconomios;
Thore can be no doubt that it ic a state's cconomic gelf-determination, its role aé
‘national entreprcneur; which iz most rivalled by the supranstional institutiono.

. Non-alignment policics would avbid totally guch a transfer of powcr.
Bverthing would rest with the slate, But this, too; is a circunstance which somc’
politiciang dcplore if thoy open their heart: thoy can blame nobody clsc for a la.ck of
succoss in oconomic‘prograss. :

But thesc cxtorncs of alignment and non-alignment arc rclativc; too, o
Alipnment gives a statc the chance to influonce the. economic pélicy of the othor
mombors, too, a chance it would not have, at lcast not in the seme degree, if it were
isolated., This chancc nay be valuable in bad time where one can make the other ,
partners in the organization pay practical attontion to your difficulticsg in gooq
times though, you would havo %o chow down a littlc and share with thc‘poorcr oncs,
Non-alignment, on the other hand, would mean that you can expleit favorable sitﬁ%tions
for ydur own pake without being compclled to take into account what this migh t %ban

to  thoe neighbor,

c) Identity ‘
‘Identity, perccived as cultural autoromy, is usually never spoken of whon

states organize intornational ly. A lot of sccondary adjustments; though, is neoéss1

‘in'theso cases and takee place if you lock a little closer at the conscquences of}
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Po_litical and cconomic cooperation. It is not only that forcign cntreprencurs and
invostors get acccms to the domestic markct and import new prodﬁcts; now mothods of
production, of personncl sclection, on~tho—job training ctc. . As soon as ono concs
to the question of froo,mo_pility of the labbr'force(art.48) one conmes to the problom.
of cquality of professio_nal training which regularly ends up in a more or less
unificd curriculun for the koy profession(art. 128). Intonsified tradﬁ iz at the
sa_me time an ironingwout of difforences in consumption patterns, and internationsliza~
tion of investments is a unification of work patterns. Both togethor comstitutc an
important step towafd a norc similar life stylce in tho whole. I have lived for
twenty years on the bordor—lipc botween France and Germany, and I could observe how the
daily life in eithor placo becane more and more alikc. Thore can be no discussion
that Turkey could profit from such a dovelopment in some respect, but I an convincod
that she would also loosc many very lovable traits of ng?ional customs if she canc
under the influence of any adjacent alignment candidate, |

So again; th_c alignment -non-alignmont gquestion is a question of a cogt-
benofit-analysic. It is a guestion of the national order of value if one should joig

or not,.

d) Solidarity . .
The following poin_ts could bo , with equal justification; regarded as

independent docision eleoments or just as specializations of the viewpoint mentioned -
before,.

In the quostion of seolidarity the differcnce is obvious. 4n aligned
state my profit from other mombers if it'iq in nced of subsidics or other forms of
holp, And it would have to pay if it is botter off than the partners, Granted
asgigtance for balance of payment(art,. 108); support for profcosional advanccment of
the labor force(art.125) and active development aids(arf.129) arc cxamples for this
as_poct from the EC roporiory.

The non-aligned state is-free of'evcxything; free -of obligations to give
help and frec of rights to reccive help, It is a similar decision as in the private

ca_se where one has to meke up his mind if or not to have a health insurance. If one
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fools as healthy as Switzerland one may deny a ncod of rigk-sharing, Advocatcs of
non—alignmont uso to quote a Gorman provorb which says, "The strong ono is the '

strongost alonc" A cautious porson would add, though, "But only as long as he is;

pt_rong", and would ask for admittancoe in timo,

0)Communication

Regularity and intcnpification of commnication arc occasionally a
spooific goal of intornati onal organizations.l Euratom, croated simultancously ﬁith
the EC procodcssor; hag th o explicit tack of gonerating information about the g
indugtrial usc of nucloar cnorgy and of communicating thcée and other informatioﬁﬁ
to the moembers, Certain informations can not bo communicated to non-mcmbors :
(art. 24 of the Buratom-Agroom ont), . ) g

But cven whore comn wnication is not a purposc of its own in tho s’cfuqturo
of ar international organization the participation of a state in the standing an@;
ad-hoc—committoos.providcs a definitely highe r degree of information than an ‘
outsider could cver recach., This ig an advantage in addition to the information .
about the whys and hows of the docigions agreed upon by the official bodics of,aﬁ?'
organization. It is somchow gimilar to the rosult of a confercence of ﬁrofcssorsé-
the moot valuable harvest is not only in the meeting halls, but :omotimos-also'ép
tho lobbics; | i“

The positive oﬁ;foct of non—alignment which could bo mentioned ageingt’
those advantages of alignment is by no means the necessity to communioaib.one':;gwn
dovices in order to receive exchange gifts. This has been, for a long time, tho_?
policy of socialist ctates, Even thoy hawve, as their participation policy of tg@
last yocars roveals, dofinitely found out that commmication itself ig a c‘himula.t::i;%ig
factor for now inventions. So, information under corrnmication is much morc_thag
ju st the sum of information which was gencrated in isolation. The only valuab%o
argument of an isolationist might be that you bar yoursolf from intensive commun%ba-

tion with other groups by being too plosoly alignod with onc group. But this iqba ig

too genoral to countervail the obvious adwantagos of préfabricatcd communicationgi
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pattcrns in overy casc.

f)Cooperation

Similar to the situation in communication is the digerepancy belween
al_ignmont and non-alignnciss aﬁquQOOPCPaﬁion ig in queogtion., All agrcoments on '
intcrnational organizations arec agrocmonts on cooperation, oither as joint or
concorted activitics or as an actioﬁ of contral institutions in place of national
ingtitutions. Exanplos for this are the regulations about a coordination of tho
cconomic and financial policics of tho EC members (art. 103_105) and necasurecs to
alleviate meombors from difficultics with thoir balance of paymentc{art.108) or the
Buropecan Investment Bank (art.129). A comparablc degree of cooperation has-novcr
been reached by just bilateral agrecment unless they were on a psoudo—colonial
lovel,. 7‘ | _

So a non-alignment systom may nover have a similaﬂg-closé cooperation
with anothor completcly independent systonm.

An argument against alignment could, perhaps, be found in the fact, that
nany sooporation agrcements do not just show those rosulto they were ospeeially
dosigned for, but that thoy froquontly show latont functions which, if thoy arc
discovered at all, arc leso onthusiastically hailed. So it might occur that, in tho
course of a longer cooperation proccss, the partnor gradually develop a pattorn of ﬂ
divigion of labor {or whatover funciions one can imagine) which lcad, unvnluntarily;;
to morc and more intcrdopondcncc; i.c. more and morc dependonce for cither side.

Onc cannot dony that this is truc. But ono must also admit that this
dependence is a structured one which allows an cxchange of goods an_d sorvices at
oinirmun coots and that it iz a mutusl one co that it iz differont from the cxploitative
relations hip whlch may arice between independent staten which como to an effoctive
cooperation on a lesg for malizod basig. So tho prospects for a better control of
latont functions of cooporation spoak for alignment ingstead of non-alignment,

In summing up our conﬂldora,tlonu we may gay that wo have just touchod

the surface of the problem, Our sif points arc certainly not gufficient to comc to
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a definite judgoment about the preforonco of alignment or non-alignment, respectivelys

- In sovoral respects we might add morc points on the same loﬁcl as thoso montioncd
ab_oves and -all of these points deserve a more detailed anakysisl. But T am not
able to msko several soctions of tho Devlet Planlama Togkilﬁil_unemployed within onc
hour at a conference . But, anyhow, contri bution was just dosignbd'as an incontive
to look at the non-alignment problem more from a scicntific; that is a pregmatic,

point of view and not only from a political, i.c. mostly an idcologicai; point of

viow and not only from a political, i.c. mostly an idocological, point of view., T will

not dony, though, that the final decision is, in its core, a valuc-judgemont-and that

is an idcological, political decision, not an outcomc of cool, scientific considora-

tiong, But this is just the last step. If it is 6arcfully prepared by a costubcnofitm

calculation it will; noot probably; bo to the best of this beautiful country.
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1 Tt might be interesting, for instance, which groups in the population would bo
foroced to change their ailt.itudes and habits morc than others. That might be
necessary to cstimate the degree of acceptance of alignment—an aspect of vital
importance in a democracy.
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Werner Gumpel

IHE TURKISH-EG EELATIONS FROM THE PERSPECTIVE OF
THE FETERAL BEPUBLIC OF GERMANY

I. THE TURKISH DISAPPOINTUENT IN THE EC AND ITS CAUSES
_R;fquhen ﬁﬁeiﬁﬁkara Agreement'én the vassociation of Turkey to the EEC was signed on
U april-iz, 1963, the problems the:world and aspecially Turkey face today could

'7.f- not:heé: percelved. At thet time it. seemed.as if the wagy chogen by signing this
*:, agreement would ease the Turlish 1ndustr1almsat10n process and as if it would help
- Turkey in modermlzlng her economy. . Indeed the EEC did grant wnilateral advantages
to Turkey in the oparatory phase and the EEC also accorded financial -help. ‘When

‘the Additlonal Protoooll came intc force on January l, 1973, the trangitory phase
'-,began., Durlng_lts durdtlon the transition to the customs union shall be realized.

Atithe same tiﬁéithe ﬁarmonlsatlon of the contrantlng parties' economlc policies
ls‘suppOsed o start, and free migration of labour shall be reached. In thig
- pha gse Turkey 1s obllged 40 -grant advantages to the EC ~members in ker turn and

to reduce tarlffs. Thére is no need to.go, into detalls 1n this contexts  Turkey

fulfilled her_obllgatlons. The BC also kept its engagemenms, “although the value

of its'coﬁéessions‘is:réducea by the possible exceptlonal ‘reguldations. -Why did the

profound dlscord arise characterlzlng today's Turklsh-EC relations in- spite of a

perfo*mance of contract looking satlsfactory at the flrst glance° Mainly there are

- three. reasons to be namedg

T

1. The Communlty's con03591ons, Turkey - does not See them to be sufficient. This
Telates espe01ally to the acception of agrlcultural prOdUCuS and ‘textiles, still the
- most 1mportant Turklsh export.. [ goeds, by the Ecwmembers. ‘The. Tyrldsh wishes in this
flold,are generally 1gnored. This situation shows that in 1965 the partners failed
in negotLat+ng the contract: to an extent, thathfuture,mlsunderstandings would have
been precluded. MNaybe the Turkish interest was ‘not formulated distinctly enoughs

\MA‘2,v7TheQEC grahted to other Hediterranean couriries with a similgr economic and
";_'fffeigﬁmtrade'structure the same preferences as to Turkey., Seme of the new
'preferentlal agreements wer &,raachlng even further than the Turkish Association
~ Agreement., This 1neV1tably made the Turkish angry. As countries not associated
| %6 the EC received these.prefaruncea, competitors aceruad to Turkey and they render e:
selling Turkish agricultural products more difficulte There is no way of calling
this a sympathetic action of the EC towards an associated countrye
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%« The change in the intexnational ecanomic situation reduced EC's willingness to

r,make any further concessions. With tge rlselof the prlc@:for crude 011 the trade

balance deflclts of most West—EuIOpean/gxewg and, thus the financial power, necGSbany
for a_n economic aid, of the EC -membems decreased. The national interest of the

memhers came forward much more intensive than in the past.

Turkey was hit axtraordinarily_hard by the worldwide recession and especially by the
rise of the energy prices in ner growing national economic problems. When 80 per cent
of a country's foreign currency income needs to be spent just for the crude oil
jmports, the situation becomes most critical for this country. - ThHere can be no déubt,
that for the actual situation of Turkey factors are chiefly responsible, which can be.
found in the interiors first of all, I presume, it is the political instability

and the increasing rate: of inflation. But, the circumstances in the surrounding
warld aggravate the situation.

The EC-members provided in 1977 42,6 per cent of Turkish imports and they accounted
for 49,5 per cent of Turkish exports l).

Therefore the foreign trade: interchange beiween Turkey and the EC reached a level

that equals ecomomic dependence., There is no reason to rate this to be bad, if the
partners recognize and accept the obligations evolving from this state of things.

The way gll the countries in the BC chose leads all of them from independence over
depéh&énce t0 interdependence., The latter in a dialectical way of thinking mepresents
a ﬁew\guality. By a maximum of international division of labour it conducts to an
inerease of welfare for all members of the Community. If there exists.interdependence
to such an ékfent, then a country, if need be, can expect solidarity from its partners.
It is an important reason for the Turkish disappointment that the EC membemxs did only
show this solidarity in a very insufficient manner. The West-Buropean people should

uwnderstand this.

Of course Turkey must as well try to understand the situation of Western Furope, whose
countries reproach hen with the fact that her activities 1o solve her own problems
are insufficient and that she relies to much upon help from the exteriore. The German

r_eformer Martin Luther saidg God helps them that help themselves.

- ¥ JUCTP TR, TR AR Ny TS, . - .
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Certainly, the Turklsh try to help themselves, but the success 1s not visible yet.
As soon ag thlS will be the case the readiness of West—European countrles to help

L4

Turqu will increase.

In Turkish-EC relations the Federal Republic of Germany acts an important part.

The Federal BRepublic is the economically strongest country in the Community and

it is the main foreign trade partner of Turkey. In 1977 Germany accounted for

16.3 per cent of Turkish imports and 22.1 per cent of Turkish exportss. The Federal
Republic is therefore not only top~ranking ac provider of goods important to Turkey
but also the main buyer of Turkish products. Further on more than 80 per cent of
Turkish emigrated workers went to this country. This is perhaps the reason why Jeroaor
shows a different attitude towards Turkey than all the other EC -countries do.

II, THE GERMAN - TURKISH COMMERCIAL RELATIONS

The commercial relations between Germany and Turkey aye traditionally good., In
tége 18th and 19th century due to lack of political interest of the German Reich
on one gide and the undeveloped economy, technology and administration in the OGttoma:.
Empig_e still of no importance, the relations started to develop well before the .
furn of the century, the- @erman Reioh chiefly acting as financier of the Ottoman
Empire, Thé German-Turldsh alliance in World War I then formed the basis

for ecohomic cultural cooperation with growing intensity. In the following time
Geimany became the most important business partner of Tﬁrkey —~ a position Germany
wad dble to hold +ill today, except for a short discontinuance at the end of World
Waxr IIZ)

The Federal Republic after having overcome the severs effects of the Second World
War has further expanded the trade with Turkey continucusly and also engaged itself
in the financial aid program of the Turkey-Consortium formed by the OECD in 1962.
Germany gave more then Dil 3.2 billion (thousand millions) of direct capital
assistance and technical ald 1o Turkey. Therewith this country ranks second after
Indla among fhe receivers of German capital assistance., More than half of the
German aid falls to the share of puclic loans on a term of 30 years at 2 per cent
interest with ten years free of interest. On December 31, 1977 actual public /
German assistance added up to DM 1,9 billion of promised DM 2,143 billion 3).



Ay

The Tederal Republic got involved in many sectors Wthh are of great 1mportance S
for Turkey's economig. developmenﬁ. Germany attempted to take into account the o
‘Turklsh developmert plans in its efforts. Thus it helped in the development of

the educational system, of mining, and of agriculture. Germany perfor_ans a. mbst
significant help, too, in the framework of the maintegration-agreement contracted in
1972, Here the PFederal Government supports the formation of small-and middle-scale
enterprises whose share-holders are mostly Turkish migrant workers in Westerm Furope,
who thus create a bagis of existence for their return t¢ their native country. The
Gérman name for these enterprises.is "Arbeitnehmergesellschaft" which could be
translated with "workers' company",

Under the present conditions the employment of more than500,000 Turkish workers in the
Federal Republic is of big help to Turkey. Their remittances ccatribute substentially
to alleviate Turkish balance of payments problems. The benefit, however, is to be
found on both sides, for the Turkish migrant workers, in Germemny esteémed as assiduous
workers, relieve the German labour market and its bottlenecks perceptibly.

Although still about 800,000 Germans are unemployed’ the German economy in many

sectors cannot menage without Turkish workers,

Not only the Pederal Government but also the German private economy proved great
int_erest in Turquo' The German share in fornaign privgte capital investments in

_ Turkey has meanwhile reached 15 per cent. However, only a very small part of German
private investment abroad is made in Turkey, According to data provided by Ercl
Manisall German industrialists invested in Brasil 27.6 billion TI, in Spain 23,2
billion TL, in Greece 2,4 biliion TL, but in Turkey only 0,3 billion TL, (position as
por 1976). They prefered ohemical industry (23 per cent of Cap—tél invested, position
as per 1977), hardware and equipment industry, electrical appliances industry,

gutomobile indusgtry, and food industry. German private capital investments in Turkey
totaled 329 million TL in 1977 4).

The Turkish side critizises that German investments chiefly aim at the Turkish

interior market and that they need a high share of imported inputss), but there
is no doubt in their benefit,

The causes why German investments in Turkey are cowparatively low can be searched and

found in Turkey herself. So German industrialists complain, about bureaucratic




‘barrmers hard to surmount and about dlfflCULtleS in acqulrlng informations important

g

for thée’ d901810n on investment .and about lncentlves for investrient that are
~ insufficient compared to what cother developlng nations: offer and ahout dlfflcultles
in transferlng the gains and about the problems in supplying fe necessa“y 1n—puts

that often need to be imported,

Most discouraging, our Turkish friends should be entirely aware of this fact.

the country's political instebility affects German industrialists. Together with
the increasing deterioration of the Turldsh economic situgtion with strikes and fas:
rising wage costs at deecreasing labour productivity and high rate of infl=tion,

it effects that German industrialists prefer +to invest in otker countries.

Turkish~German coogeration works ocut rather well in a field scarcely ever mentioneds
the defense sector. It materializes especiaslly in the construetion of submarines
and small vessel®, ammoured vehicles, light and medium weapons, and amaunition,
Federal Germany provides DM 1,2 billion worth of weapons to Turkey 6). Due to the
arms' embargo by the USA this cooperation is of very special importance.

If you choge 1965 as basic year equalling 100, than Turldsh impo~:3 reached 1.128
in ‘1976 and Turkish exﬁorts 522. Whefeas Turkish exports to Federal Germany in 1565
consisted of 96 per cent of raw materials and just 4 per cent of manufactured goods;
the share of the latter has risen to nearly 36 per cent in 1976; but it has to be
considered that Turkish statiétics inclﬁde processed agricui%ural products as
industrial goods 65). The share of yarns and textiles in thé”éxporfs 40 the
Federal Républic‘could be increased, too. Their volume rose from 9.4 million

US Dollar in 1966 to 68,2 million US Dollar in 1976, The Turkish export of machiner -
and transport equipment developed quite well also 7). So the structure of Turkish
foreign trade became more diversified, which helps a lot in enlarging the volume

cf trade and which shows the prngessive industrialization of the country.

As trade among ﬁndustrializ?g nations offers the best possibilities for enlargement,

chances are good that the German-Turkish trade relations will continue to grow witi:

the progressing industrialization of Turkey.

But the past years show a diminishing volume of German-Turkish trade, what was
chiefly due to Turkish import restrictions. Indeed Turkey succeeded last year
in cutting down its balance of trade deficit drasiically. &5 much as the German

side r egrets the contraction of the volume of trade, as big is the understanding

—
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for the Turkish steps.

What is a big burden for the trade between our two countries.and what might have
serious consequegésiﬁ thg future, fhat is the fact that Turkey siopped the payments
f or German supplies. About 1,300 medium-sized German companies try in vain to
get their money frdm the Turldsh side for unsettled accounts adding up to DM
750 millionsaJ. These claims are not secured by speciel guaraniies of the Federal
Government (via "Hermes Credit Insurance"). As part of the companies are rather
small and none of them large-scale, for many of them this tra_de with Turkey has
become of vital interest, Some of them face bankruptcy. By the mamner the Turkish
Central Bank (=Reserve Bank) acts in (the Turkish customers pay, but the Turkish.
C_entral. Bank dces not fransfer) severe damage is cgused for the confidence in the
Turkish economy. It remains to hope that there will be no long-term conseguences.
Considering the fact' that 44.8 per cent of Turkish exports to the BC ( 9 ) and
38,2 per cent of Turkish imports from the EC (9) are transacted with the Federal
Republic, i% is obvious, that  ny chénge in Turkish-BC relaticns will affect
especially Germany. Therefore it is not gpetonishing that the Federal Government
shows great interest in the development of things in Turkey and that they got involver
in the oeuciliations re helping Turkey in the internmational framework. To my
regret, these efforts have not been of big success so far becauge vhatever result -
was reached up to now in the EC or in the CECD, it does not represént more than
the rekmown single drop of rain on the burning wood(hot stone)~and it cannot bring
about any change in the Turkish situation. It rather confirms the opinion that
can he heard to be said in Turkey more and more often, that +the EC does not really
and seriously want to help Turkey. ‘

|
IIT, THE GERMAN POIRT OF VIEW -

{
The basic idea is that the Pederal Republic of Germany is much meore interested in
an amelioration of Turkey's economic situaticn than any other EC -member, There
are historical reasons (the traditional Gexman-Turkish ffiendship is not forgotten)
for this, but there are also seizable economic reasons and military-strateglc
reasons. Human aspects are involved, too, particularly as the ties between Germany
and Turkey were intensified by approximately 1,1 million Turks living in Germany.
The German gide therefore enforces the opinioﬁ'that something urgently needs tc¢ be

done. It seems to me that no conception for effective help has been drawn up tiil
NOW.




Germap -activities in favor of Turkey in & mational or an international framework
must be limited. The limits are | |
1) Germany's own national interest _
2) The reluctant attitude of most of the other EG—partnefa.

-

Re 12 The Turkish Government is in its negqtiaﬁionéqwi}h,the EC~adpinistration and
the Pederal Government chiefly interested in ameliorating her position in"three '

respectss:

- re the export of agricultural products
-~ re the export of textiles
~ re the export of migrant workers,

Whereas the first aspect does not affect the Federal Republie because the structure
of Purkish agricultural exports does not only not disturb Germen agriculture, but .
r_ather complete it, there exists remarkable remistance agains} Turkish textile
exports. Although in my view there is no direct competition with Germsan products,

the German textile indugtry's lobbyists are very active. They know how to carry their
point through. Nevertheless I do not think them to be an insurmounfable oﬁstacle.
With good will on both sides it should be poésibleftofind a compromise. Because. Of
the surrender of rights of sovereignty in connection with the EC-membership the
Federal Government is not allowed to decide in thls case, the decision is up to

Brussels, what complicateg the situation.

"~ Vital German interest is concerned, however, when it comes to the ques;ion of sending
woxkers to the EC réspectively to the Federal Republic. The situation on the

German labour merket was already mentioned before. 8o per cent of Turld.sh workers
abroad are.employed in Germany. Many amongst them méda their families follow, Now
young Turkish of the second generation grow up in Germany. Every year 45,000 children
of foreign migrant workers press on the labowr market, Here a hidden immigration goes
on that causes severe social and economic problems, for the number of apprenticeships
is even insufficient for the German youth, The existing lingual and religious barrier:
provoke the formation of ghettos in the big cities what means the creation of socigl
dynamite,

Purther on the dependency bonus(Kindergeld) that must be paid to Turkish families

(DM 50— for the first, DM 80,— for the second, and DM 150.— for the third and

ke & e i e, a ol T .
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-—every further-child }-constitutes a heavy burden for the German national budget,
partlcular Ly as the CGexman law is substantially more generous than that of the other
EC—members ‘who use the principle ‘of origin not—the principle of residence,

\ :

- . When free migration for Turkish workers in the EC will be realized, then Germany
will probably be deluged with workers. This could bot be accepted by any Federal
Government, by whatever party it would be formed, because the Government's first
and main task is to take cagre for théibwn native people. ,

That is the reason why the Federal Govermment is interested that the free migration,

which 18 provided in the agreement and which should be realized by 1982, will be

'\if_-postpbned, This consgtitutes bitter medicine for Turkey, ﬁum it must be understood

considering the German situation., HMHaybe it would even be of help for the Turkish side,

if Turkey herself would cancel her demand for free migration of labour and réceive
in exchange: compensatory payments from the Federal Republic, which could be used for

‘bwilding industries in the country itself and thus for creating new employment pos—.
sibilities. Then Turkish workers would be able to stay in their native counbry with

their families and friends and the Turkish economy would receive a rertainly remarkablc
impetus of growth, If one succeeds ih solving this problem, Turkey. wﬂll find vith
Germany a reliable and hohest sdvocate in the Community,

Re 2 & The majority of the EC-members sce in Turkey nothing else but a country that

will cause the Community permenent financizl burden for a long time.. -Every member tric

to get more mdney out of the common purse than it paid into it.

The Community lacks solidarity till now and the real trial is still t0 come.. The EC
will be encumbered by the entry of Greece, Spain and Portugal that hard that the
Iimits of solvency can he anticipateds When Turkey with. her 43 million - inhabitants
and the multitude of unsolved economic problems will become an additional member,

it might provoke an endurance test for the EC. that might very well end in dismembering
the C ommunity. '

S This is also true regarding the different interest of the members., France and Italy
L are &fraid of Turkey because 0of her agricultural preoducts, England is afraid of Turkey
' as competitor in textiles in the Common Market, Francels preigred partner in the



Easterm. Mediterrancan is Greace, There. Prance possesses a good position in the market
which it tries to improve. In other wordss The Turkish only have a few advocates

in Brussels and even German initiatives in favor of Turkey can, as I see it, only
be of limited success, Not only Turkey, the BCy, 00, see Turkey's Association
different today then it did in 1963. ' -

Vhen Prime Minister Ecevit visitedeonnhin May 1978, the Federal Govermnment offered
gevaral proposals for the cooperation with Turkey. These prOpbsals concern mostly
the-financial fielde &S0 Germany granted several loans and basing on the agreements

in the CECD it negotiated three government contracts on a conversian of DM 650 mil-
lion of borfowings, The Federal Govermment is also willing to give economic aid in
cooperation with other govermments, They not only expressed this at the summit
conference in Guadaloupe; Germany also participates in an aid program of OECD. 4s
Germany had to accept a multitude of other international engagements, its possibilitie:
are limited also, It is known in Turkey, to0, that Germany és consequence. of the
.Israeii—Egyptian peace freaty has to bear new burdens, which it cannot avoid for

international policy neasons.

But the Federal Republic, this is my conviction, could do more than it has done yet.
The Federal Government pays billipns,aﬁd billions to soviet-communist countries who
are hostilely minded towards the PFederal Republic, The Federal Govermment believes
that they can thus buy political détente. But they get licked instead. If only

half of the money that is paid to the East-German Govermment every year would be

enormous ‘help to this counlryy Of course the Turkish would have: to attack their
problems much more earnestly and intensively than before., I am conmvinced thath the
German public opindon accept an ald to Turkey more appreciatively than the help to

the soviet-communist countriese.

Under the gifen circumétances an important enlagement of the German agsistance to
Turkey cannot ve expected. The Federal Government rdather aims at negotiating an
international agreement and at getting active chiefly in the framewdrk of a
miltilateral aid program. This is disappointing for Turkey ’ particulariw ds
according to the present state of affairs not as much help car be expected to come
from the EC as would be necessary to asgist Turkey effectively to overcome the
crigis. The EC is willing to postpone the duties that the Additional Protocole

imposes on Turkey for some years (the exact wording is 5 "suspend for a limited
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time" ) and the EC will probably grant DM 1,5 tiliion as finanecial aid over a five

years! pericd. This shall be done independently from The planned OECD immediagte

help program which wili provide a sotal. of US Dolizr 500 million 9)g Germany i 1L
cover U3 Dollar 100 million out of tkis sum as en additicnal performences The Turkish
wanted US Dellar 8 hillion spread over five years. The Gernan commissioner for this
financial aid, Nr.Kiep; he holde the view that US: Rellar 1,3 willion are the minimum
sum necessgry just to overcome the econopic crimis in Turkey. I myself doubt whether
this will be sufficient, but right now even'Mrgﬁiep}s proposal seems to be difficult
to be realized. To speak frankly, the West-Buropesons see Turkey 0 be an ever ie~')
barrel, and they do not believe that their money will provoke any change. As they
realige taat there is nc cther reslisitic alternative for Turkey out the EC,they watch
the evolution cool. Indeed the Communist counixies cannot bring about a solution

for Turkish problems either, wuck less still con the Arabic cconomic region. I 1egret

having to say this, but thus is the situction and ift would be wrong not to facs it.

Iv. SOLUTIONS FOR TURKEY

In this situation Turkey must try to make her voice he better heard in Brussels
ag well-as in the cepitals of the members. According to. my oplidon, the most

advigable step in this direction would ve to apnly for full-membership in the E(,

‘A8 the EC dis unasble 10 handle the Turkish eniry of Greece as well as that of Foitngrl

and S pgin. This would have resulted 1n an amelioration of the Turkish position
vis~&-vis the EC. These three cther Scouth-European countries belng menbers, they
will join the conversation in all questions concermdng Turkey, “rom financial

aids over tariffs and quotas(especially on agricultural preducts) all the way +o the
conditions of full-membership. The decision proésizze of BEC will become more
complicated after the enlargement. Chiefly it will become more complicated in
respect of Turkey, because the new members are competitors of tais country in wide
fields.

Although this chance is gone, from my pointy of view, an appilcation for fullsmember-
ghip of Turkey would bring along advantages still today. If the EC would agree in
the entry, no new obligations would evolve for Turkey. There would be no change
in'the transitory phase. On the other hand Turkey would gain the title o participate
in the C ommunity!s regional and social funds, She would receive perceivable
assistonce from this side. Further on the Brussels admiristration ans The indu-
stralized countries din the EC would be ¢obliged to deal with the Turkish problem more

than ever hefore, And they would have to pay more attention to thls country.




AButhe;sb in case the negotiations re the entry would remain without result, such a

motion would have positive effects for Turkey, In-the ¢ase, too, Turkey would have
become an important point on the agemda im Brussels and an energetic assistance could
not be avoided. Thus Turkey would bring pressure 0 bear on Western Euroﬁe, what
would be fuily legitimate, As the EC-members in the present situation are anything
but interested in a Turkish full-membership, they would grant concessions of all kind
Just for persuading Turkey to witthdraw or postpone her application,

A Turkish epplication for full-membership would also bring about psychological effectsa

- Mavy West-Gemman politicians ask themselves whetner Turkey will cefinitly continue on

her way to Europe or not after all the Turkish criticism vis-3-vis EC and also after
Priﬁe_ﬂinister Ecevit‘é armouncement that Turkey mneeds political reprientationlo),

A pfecise and definite declaration from the Turkish side would bz advantageous.

On .the other hand theEC on their side should state precisely how they sec the future

role of Turkey in Burope and whether they are s1ill honestly interested in Turkey

'beédﬁing a full member, When this matter will have been cleared up, a counception

heéds.tq be worked out for future politicai and economic cooperstion. It is missing
on the EC level as®well as in Germary and in‘Turkey. The procedure ccild be
faciiitated by Turkey presenting & comprehensive rehabilitation plan which should form
the basis for all common efforts. It is seif—evident, that a full-membership of
Purkey would constitute a big advantage in this context, too, because in this case

she coulé participate in the decision in Brussels and thus look after her interest
herself, ’

Prime Minister Etevit characterized Turkey 0 be "ruins®s I am afraid he is right.

Neverthelcss I aii convinded that everythihg necessary t6 reconstruct a comfortable

house Pom thése ruins in mutual effort can be found and is available. Being the

economically strongest member of EC and Turkey®s most important fqreign trade partner,
the Federal Republic disposes of extraordinarily good possibilities to start activitiec
aimin. in this direction, which would help alll

Turkey as well as Germany and Eurcpe.



THE TURKISH.—EC RELATIO’\TS FROM THE. P’ﬁ'?.f_'"f" SCTIVE OF
THE FEDERAL REPU'BLIC (F GERMANY

NOTTG

1) Tirkiye :t"“tg.”tlf‘t‘ﬂ{ Ccp Yailliga 1978, Ankare 1979, 95194197

8% Dlo doutsch-tiirkischen Wirtschaftbezichungen, insk, '-'Da

2) ¢f. Hermahn Groos:
Gro‘bhu._.cn(cct.).ch Turkc:l in Buropa, Gottingen 1979 (irn the course of pri. n’cmg;)
3) Ibiden a.nd Bundcgmm:.c"bor fiir wirtschaftliche Zuua:monarboﬂ Landorkur 4.UU.";;¢"?'E o

Turko:L Bonn 31,8, 1978 Doll

4)Erol Mammh TMirkish-Gor man
Faculty Ista.nbul Umvoru:n.ty g 1978 Do

Industrial and Tochnolob*ca,l Coopo*f‘a‘tlong Econoumics .

5) ibide, DPeb ‘ ?
6)IFrankfurter Allgemeine Zeitung", on June &, 1978 %
60,) cf, Turkich Industrialists® and Busincssmen's Ags ocia‘bidh% Turkoy-An Beounonic L
Survey, Istanbul April 1977, PP, 146--148 :
T)TUSIAD Turkcy'f* Tndustrial Scetor in Foreign Trace with Special Reforepee o ” 3
FEC Relations, Iﬁtmbul April 1, 19708, op. 1546 , q
8) "Handeolsblatt" on April 6o/7s; 1979 I -

! )“Ncuo Ziircher Zeitung" on April 4, 1979 and wprankfurter Allgencine Zeitung® on
( :

March 21, 1979
10) "Frankfurter Allgemeine Zeitung on Harch 10, 19"{90



oo
TURKEY'S INTERNATIONALlECONOMIC RELATIONS

(With Special Reference to her relntions
with the USSR)

Professor Mikerrem Hng
Paculty of Economics ~
' Unlverszty of- Istanbul‘

Draft paper for the Buropean-
American Forkshep on “The
Security of Turkey and dits
Allies: -Self- Dev@lopment and
Interﬂepenﬂancp"

Tetanbul, 10-12 September 1979..




« %y

‘% . K .S

ey

TURKEY’ S INTERNATIONAL ECONOVIC RELATION

(With,special reference to her relations with the UssRr) |

S .
¥ PART 1

UE ‘SCOPE OF THE STUDY AND THE ¥l THEMES

~

A~THE SCOPE OF THE STUDY

)

Turkey‘s‘internat1ona1 economic relaticons are surveyed in this
paper with special reference to hex economic rclations with the USSR,

For, Turkey's economac relatnono with the USSR can be studied best- in

comparison to her relations with the Western countries, in part1culcr,
the USA and the EC, We will he able to devote much less time “4p this
paper .on Turkey" 8 po]itical and military relations with the above
countrlea although it is an 1ntorvelatcd Dﬂrt of the subject. L1keWJse,
we will laave heyond our ccope of ivvestigations such other rblwted
.topics ang the wplace of Turkev w:thnn the context of USSR'S perspective.
Similarly for thé FSA and, EC. And because of dits srmediate relevances |
for policy purposes we W1ll focu° our attentzon ‘on the-mbre recegt |

years, since the ]ate 1xt1 es ond uarly seventies,y

The. scope of the study is defined in Part I of +his pao per and

~the ma:n themes and . conc1us1nns reviewed briefly. Turkey's 1nternationai

economic relations w1€p the USSR, the USA, B¢ and pther country groups

.
ayre surveyed in part IT. Intermaticna 11 economnc relatzonc sover such

£ields as foreign tlade, foxe gn 2id and credit, AOre1gn private
eapital flow, tourism and workers abroad ard their remi ttances,
Mqaor trends and te ndrnc;es that have occux&%d in the more recent
yenrs are traced brnﬂfly on a comparﬂtzve country group basis, and The
mazn reasons and causes for these yrends .and ‘tendencies nre explered.
Part TII follows with policy ro commenﬁﬁtions and pcr81ble future
devclopments. Policy rucommendatzons for future are. dcv1sed ‘not only
o

ol
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with respect to the ?ecépt chanpes in Turkey’s internatirnal relations,

but more directly with resnect .. "0 tolonce ¢f payuente crisis she

faced in'the last two venrs (See Tables I and 2 Tor the magnitude of
balance of paymeﬂts prbb]ems involved) .Both the halance of nayments

' pfoblems and changes in Turkey's internaticonel economic relations

‘took place simultanecusly, Bcth were, in turn. largely attributable

to development'strategiés and econecmic policies pursued by Turkey. oo
There were, cf course, other, exiermal economic and political facters

alse at quk; such as the oillprice rises, hanging econcmic contitions

on the WOrlﬂ‘scene, USA attitudes towards Turkey with respect to the

Eyprus issue in 1964 and gince 1974, the era of Agtente, etc.

B-A SUMMADRY OF TRCVNT CIANGES T pITTEY e CTHTEPWATTONAL RELATIONS

0]

In the more recent years there was some pe tical rappreachment

14
h-USSR economic relatiens,

Uz

with the USSR and a marked expansicn in Turk:
particularly in the field of lcan agrecments and creiits ohtained from

the USSR for varicus maicr public sector nrojects. This ernansion took

pioce 2t a time when Turkey}s rerctintions for cre”it with the IMP stalled,

As Tur'iey faced mrunting halance of —avments prohlems, the attitu’e of

the Tur-ish gevernment towards the IIC faltered and she asked for a |
five-vear freeze of her ébljgatinns tc the EC., Turrey's pelitical relatiens

with ‘he USA, which had taven the fiwst Aormward tumn after the 1964

Cyprus crisis and the Tamous Johnscen letter, dipped further following

Turkev's 1974 Cyprus militerv interventien, There was, ccncommitant

with the ahove chavges in Turkey's inte matioral political ard economic
reloticns, an expansicn in the role-of the public =sector at the expense

of under-utilizing the full gvewih pctentjaT‘nF the privafe sector and

a growing nzrative sttitude trwneAe Femed oy private canital flow.

Mach controversy lie in the Turkish liferature and in the views
of Aifferent political parties and dcctrinaire movem:nts in Tur'rey
vith respect to the abbve developments. In particular, the wecent
erpansicn in Turkish-USSR econcmic relaticns is Aeemed a “normal®
deveiqpment by scme chservers in view cf the ers cof Adtente snil the

notential that weas cwerted 18 ThoJSSR and Pu-ikish eéecnonmies rFrew over

the years and that was not fully utilized duc to cold war attitudes,




Tndee”, in explaining eypnnﬂin# Tarks sh-USSR eﬁgncmjc relntiens, the
grs of édtente 1A the n-st for a ml P ce tod éf flexible ampproach
in Turkev's in‘ermaticnal zconcemic relations was givpn a8 the under-
lyirg cause both by the 1975-77 National Tront povernments hea”ed

by the Justlce arty (JP} and the&presenﬁ government formed by the
Repuhlican People's Fa -ty (RPP)u‘But & closar 1ﬂvest1gatlon should
ghow, according to the authcr of this paper; that Turkey’s relations
with the USSR and Balkan COMRCON countries were expanied heyend thé
 Ymormal® limit , Jefined in this paner in terms of ccnsideraticns

-of eeonomic efficiency.'Part o7 the expansion was “resi’‘ual’® in ‘

the following qeﬂge'Whnﬂ rurkey faces balance of payment preblems

and credits she receives Trom in?erhatjcﬂal financial institvticns

and .the west decline, Turkey tends to apply fer aid and.creqjt tc the

SSR, which the latter countrv oblires. Trade voluvme wath the USSR and
the Bastern bloc carried agn bilateral hasis also expands., But, part

of the 1rcent arpansion in Turkey's economic relations with the USSR
and Balkan COMTCOY countriss was “deliberate’ in the sense that
dellberate “nd nolitically metivate? aTtempts wgre ma’e bv Turkey
recently to reﬂuce Turkey’s pconomzé avd nclitiecal ﬂﬂneﬂ4eﬁce on the
West an® incience her ecoromic relations with all other country

grouns, including the USSR and Balan COMRCON countries,

i Converse observations can be made with ‘esspict to Turkey's
economic relations with the EC, Turkey's trade. with the %C expanded
fastest except for the Middle Eastern countriss, the latter due: tc ircrense
in the price of petiroleum. Yet, despite this expansion of foreigm
trade with the EC a morve ﬂefailéd investifation should show that the
full pctéptial for exransion in Turkey's eccncmic relations with
the ¥est, including the EC and the USA, is, in fact, under-utilized,
ﬁhat is, helow the “noymal®™ levels dictated hv considernticns of
economic efficiency. This gnder—utilizatjon is particularly acute
with respect to foreign private carital (FPC) flow, Turkish exvorts,
tourism, sand with respect te a normalihovrowjng plane fcr bank
¢redits, These, in turn, are attrituts™le majny-ib alverse develcpment

gtrataesiae and economic pelicies pursues? ny Turkéy as well as a

=g te

delibex attitude o he "indenenient™, or lesgs derendent upon the West,

g




Turkey's economic relnticns with the KM Adle Fast (VE) end- former RCD
cdunfries,-on.tWr Cther W o T zih;' icnntly since 1973. Bul

this oceurred mainly as a resvlt of netroleum prjcerises an? nerensed
murikish imports of peircleun ~pom Iraq, Libva and Iran, Increases In
exnorts to ¥E and DCD countries, cie’lis chtained “rom them, corstructlon
vndertal-ings and sen ing of worers remain at ]evels much helow what

Turkey could heve achieved had she followed mare anproprlﬂte Agvel opment

strateglies and utilized the techncl gy transfer netentials of RC

moxre ful]j.-

gim'lar controversies aboun? 1in Jh emining the major causes
"of the bhrlence of poyments crisis Tuvkev presertly faces. A familiazr
reason given by +he(nﬂesewt,Turk1 h gove*nmeht ig the rises ip the
price of petrcleum, A nonnt of °ﬂ11711vn1 intarest in the arpument is
to whgttex+ent we should censider the subsequent rise in the nrices
of basic in‘ustrisl ond apricultural. mote ials, and inpu nts mec*ted by
Turkey RES cauged by the initiel or autonomcus riges ip the vrice of patroleum, -
Inte- nwpted either way, the cil nrice riges no Toubt plaved a significant
\rfle in the wece nt ﬂetemﬂc”ﬂ+1on of Turke~'s bala ance of porvments, but
JL' ,aﬁnin, a olerser scrut‘ny sheould =how, accoring, +o ‘he avther of this
naps T, ‘ nat adverse develonment s strateries and ecenomic pclicies rurgued
hy Turkew ployet a ti1l mere siprificant role. pecause, ~-opite the
' and 1he sharp Ascline in Tu‘ke"‘s te-ma of trade
cereirn tingde ﬂeficwt cf sbout 4 bH'1licn Aollars in 1977 could have
heen met sntirely cr mearly 80, by a higher level cf worirer 81 r$m1tfances
exports, tourien *ﬂocm@ﬁ staa’y flow of crvedit, and veduced imperts
ad she pursuad “ﬁwrﬂp"*a e fevelomment qtvq?eﬂﬁeﬂ and aconomic policies.
gince the sarly 70tg, The majcr elements of wrong ec énomic-mc]icies
nu-gued, in turn, can be aqummarized as incrersed hulretary deficitse
nd iversased financial redui#hwen+c of State Teonomic Enterncises
‘(‘rh‘s), nccele - ated inflatien, cver-valued currency ﬁrar+1ce y maing
Aevaluaticps snd exchonge vate ad justments that were too nte and too
1ittle, 1035 of‘ccnfj”eﬂce in the stability of the Turkish lira, nartect
of e norts, nagiect of teurism, nep tive attitude an? hostility towaris
wp¢, failure to dsveleon cu exrand wiahle imwo: tmsubsfltuie gectors “n

order to Iemcve oY s1leviante shertages of Aemestic protveticen and relucs
3 ' -




ascopemic relaticnk,

¥

imnert reouirements, Aisterticons of “he nrice mrchﬁﬂﬂﬂm tendencisg 10

exp-nd govermment contro]s-and to vaise fhe sware“hf vnveﬁ tments of
puhlic secter or semi-public gectrrs at the expense of unﬂer-utili?jng
thé investmerit pote-tial of the nrivate secter, These Tong aconomic
policies were inet umental in the meunting holanes of ravminte N CbWems
Tarkey faced an’ the consecuent slowing down of her growvth ate nrd
investments and inerense in unemwnl ovment. They Wﬂre more crucial than
cil vrice vses in the gense that bad appropriate eccnomic po?ﬂcaes
been pursued consistently since the early T70's, Turkey could have entirely
or Jargely aveided the balaunce of nayments crisis she facoﬂ pregertly,

Aespite the cil ~rise rises ond the sharp decline in her texm of trade (1)

The mounting balance of payments crisis, in turn, pleyed a significnnt
rele in holding Turkey's econcmic relations with the “est, in particular
the EC and the USA, below its full notertinl, It was ﬂlso ingtrumental
in raas:ng he¢ economic relntions with the USFR and Balkan COMECON
countries nt ahove "mormal' levels Aictoted by ccapomic efficiency
congidernticns, The ahave defined Aevelopment qtﬂﬁtegjes and economic .
pelicies are,’ in tum, *termed as capitalistic “evelorment methods and
resisfed gtrongly by rniicnls both ?romlleft nnd right, Herein lies,
accoerding to the svtheor of thig ‘paver, cne of the rcot caﬁses of

Turkey's present econcmic prohlems and changes in her inte maoticnal

C~ROOT POLITICAL CAUSES OR THE UﬁDEﬁLYIHG MAJOR POLITICAL THEMES

The Turkish ncliticel history and pelitical eccnomy can be
writton with several moin themes, such as the struggle for “gsternization,
the strupgle Yetween molerniznticn and Tagternization vs, religious

reacticnarimm, or as a struggle between the tweo major political parties,

s

]
\

T . .

1) Tor mere details, see: Miervem Fig, "Esonomic Policies Pursued by
Turkey, Performance of the Economy and Their Effects on Her Inter-
national Fconomac Felation' paper submitted in the Internationsal
Confarence on “Optiens for Turkey's Internaticnal Felitical ~nd
Econemic Relnticn®, Istenbul, 28-30 June 1979, (to he published).




the former Nemocrnt Party (nP) and the nrnfeﬂt Jp vs,lthe PPP ﬂifferendes
witr respsct to the role of the stcte ard ‘he rublic oecfcr Ve fhe nrivote
sector in ecconomic “evelonment, or else, in the mére “ocent period, o8 2
strugele hetween prntical left vs, va .enl right, In fact, 211 the above
nre valid themes and are cimultanecusly present os basic axplanntions of
political and economic events taking pl-ce in Tuwrkey. No dcubt these
events tnke plnece within the context of a changlng world and are highly
influenced from changes on the world scena, The main theme of this paper
is that in the mors recent years dontrinnive views, heth ratical left
followed by rodical right>have g”jngﬂ copsiderable ground in Turkey.
Purthermore, taking advantage of the rivelry between the two major-
political narties, they have exerted an influence in the Agcision-making
mand law maling processes a vole much grea%er than their vote-mustering
cnﬁacities. They have also caused the trnditicnally existing differences.
of dsvelopment strategy between these two major partiss to intensify sven

T':‘ur'hher. T

- Historically the strupgle in Turkey wos be tween modernists in
favor of esternlznt*on vs, the religious rcqct1cnﬂwles. S0, the
emergence of the Nationnl anlvaticn Party (NSP), its particination in
gova-ments from 1974 +411 1977, its strong in?luence_nn& unconpromising

anti-%est etand 1od many foreign observers fto think that the same

gtruggle continued 2nd the more inTluentinl nni:—?c and USA overnotes came‘
solely or overrhelmingly “rom the radical religicus right, In facf hoth
rnddical 1aft ~wd vntical right coremn copitnlistic West, The raﬂical

riybt of to-“ny, hoth the_ﬂstionnﬂist right renresented by the Noticnalis
Action Prrty (NAT) and the wrdicrl wexligious rﬁght r@preﬁented‘by the
FSP have cmerpe? ~§ A Terponse or ‘znction to the relical left of

to-day. But all the. three Lavs Uh. iy woets in the past, The radicAl Yeft.of
to~-dny 4lsp1ﬂvs gtreng to-Aencies of religicus and radienl segrepnticuism.
e influence of the FEP rother thon thot of the NAP wrg nere ecconapicuous

and instrume~trl in the cold atts fude the Moticncl Tront (VF) povernments
led by JP shewed towards the USA am’ the EC ond in -~ttemnts to raise
¥.E. Islomic countrics a& nn altern~tive to Turltey's fel..1rns with

the TC, The influence o the radical leftis t facticns in the PPP and
radical letist pwessuvre grouns outside,’ on the other hand, were
inatrumental in the =~ta-d takén hwy the present "TP gevernwment to continue

cold relations with the EC, %o intensify the negative attitulte towards

TPC, to seck Turther substa nt1“1 sconomic relations and accomc’antion




we

with the USSR and COMECON countries s, well ns the M.E._ an? RCD countries

and the Third VYorld. The recent de velowments may, therefore, be nlso

exnlﬁlned with the rnvnlrv between the two major political parties, For,

may esy that the polntical rivolry hetween the two major narties "nﬂ the

alrendy existing dlf?erencps in thsir econom1c nhilosophy was decidedly:
instrumental in the recent growth of the radical left and radical rafht
goctrires which, in turn, led Turkey to follow wrong development
strategies znd economic ﬁolicies._Thg:hfluenée of the rnAical lefi and
rirht got mere ocut of hand with rospect to anarchist ~nd segrogationist
activities, Mistnkes of ecomnomic noTibies ar's ng cut of the inﬁldence
of the rndicol “ccirinsires were comocunﬂed by the bureuvacrats as a
prcssure group who tended to have Agctrinaire and pelitical party chdices
nnd preferred centrﬂllzeﬂ gevernment and exnanded government contrels
since this rove them mcre nower "to nrevent the misdgeds of c1v111qns
and the nrivate sector™, In addition, pclatnc1ans and political parties
tended to prefer'shorﬁdcuts to exprnd o maintain thelir congtituencies
by incrensing emplovment «- and 4jspuiéed unemnﬁovment -~ in the SEE's,
ra:sung agricul tural support prices unduly, cranting wage ond P“]ary
inecren 15es, ‘exnanding the sccial security system, failing te rﬂnqe tax
rbv‘nuer, ~nd thus contwibuting Heﬁvn]v te ﬂccelerated inflation,

Prom the perpective of international nelicies, on the other
hand, we might consider the Turkish case o8 a iimited success story

‘on tHe part of the USER in their effort to gradfually turn Turkey away

. from FATO, USA and BC, and in 'pre“ding the Merxist 2octrine., Convarsely,

it may be viewed as o study in the relative failure of the USA in
mrintarining Turkev closely trenched in the Kcstern political and wilitary

camp.

PART 11

RECTNT TREMDS AFD TEVNENCIES I¥ TUREEY'S ECONOMIC
RELATIONS TITH MAJOR COUNTRY GROUPS

A-7ORRICH TRADE

Turkey aIWﬁvs had extensive trade relgtzons with the EC countries
- T, Germuny comwng f:rst -- hefore she opplied fow EC as°0015te member-
ship in 1959, Ankara Trenty was signed in 1963 and hecame operative in
1964, To wit, Turkey s oxports to ‘the EC {the six) comprised about

A2% -of her total exports in the years 1950-53 and remnined at about 35%




from 1974 %111 19\0. Her imncrts from the same formed 4é%ﬂof:her tétal -
imports ond remained ot about 224 from 1954‘ti11 1966 {2), During the
samo period +the share of the USA was also relmtivaly-large. Tha USA
(2nd Ceneda) camprised about 20% of Turkey's total expcrts during

'1950 1966 Aeclining, hewever, ot a slow pacé. Turkey's imports from

same Tosg from Hround 20% in 1950-53 to around 29-27% qubqequently

till 19%°6, ag=ain show:ng o very slow duclnne in the later years. The
relatively high share of the USA, particularly imports from the USA,

can be explﬂnned hy the rolatively high chare of USA in foreign aid

and ¢redlt Turkey received, and by the velatively early phnses in economic
growth and develorment of Furopsan arnd »1l cther céuntriei, The shore

of the East bloc in experts peaked in the growth sethack year 1954

to 19% ond imports to 22%. It declined to oround 10-14% in the subsequent

yeqrs heth for exports and imports. Theve wos, however, d slight rise in

the years 1964-66 as balance of payments difficulties began to increase,

This may be taoken as evi‘ence of the "residual® charaFter of Turkey's

trade relaﬁﬁons with the Bast bloc in the period studied.
; .

.

Since 1956 till the present, trade with the EC, particularly
with the Six incrensed steadily: till 1977 and fell slightly 'in 19784
In both imports ond exmorts the EC, ond specifically the Six, shewed
the greatest rrte of inciease compaved fé ~11 bthér country Fyouns

bt for the excepticnnl cnse of M.E, and RCD courtriés (Pables 3 and 4},

7Percentngew1&e, the share of the EC (the Wine) in total imports rose
From 449 in 1966 to 55% in 1973, the share of the Six from 32% to 44%,

Aftey net;clﬁum ﬁﬁﬂces were raised by OPEC and Lurkey 5 imports from

the M, E and RCD coun1r1es began to rise sharply, the share of EC in i
Furkey's total imports bogan to déélane. Por the Nine it fell down to .
43% end for the Six to 33% (Pable 3). The share of EC in Turkey's exvorts,
however, continued to show a steady incresse percentagewise os wall as

in nbsolute figpures., In 1966-67 the shore of the Nine was 46-40%, in
19?Ee77 it renched 48-49%, The share of the Six rose even faster; from
34-31% 4n 1966-67 to 41-43% in-1976-77. (Table 4) Trade with the EC
ghowed tendencies of deeline, however} in 1978, As total imperts fell
frem 5,79 million Acllors in 1977 te 4.599 million dollars in 1978,

Y e L T

2) Seymcur Goodman, Turkey' g Tradea PTOSpects in the Common Marke®: An

-

Explorizgfx“ntud , 1.U., Economacé‘hﬁculty, Istqnbul 1959, ppe 16, 5.
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imports from the EC (the Nine) fell from 2. 460 millicn acllﬁré to 1.8T3
#ilIton dcllirrs, or from 42,6% in 1977 down to 40,7 in 1978 (3): Her
export to the EC {the Nine) rose from 858 mil]1on dollﬁrs in 1977 to

1, 090 million &cllars, But, percentngew’se, this gtill meant a decline
from 49,5% in 1977 to 4T7.6% in 1978 (4). Part of the dscline in 1978 may,
however, be illusory, Yor, in 1978, although official imports went -Aown
substantially, the volume of blackmarket or illegsl imports must have
increased, compensating a major part of the Aecline in OleClﬁl imperts.
Mout of this increase in blackmarket imports must have bedn made Prom
the EC countries.,

Tﬂe rate of incrense was slcwest for the case of trade with
the USA. Consequentlv, the share of the USA fell sngn:fncantly. In
tmperts 1% fell from about 24% iv 1666 and 17%in 1967 fo 12% in 1972
and remained at about 7-9% since 1973. (Table 3) Hence, not 211 the
Aecline in the shnre of USA imports was attributadle to rises in
petroleum priges and the .consequent rise in the sh?re of dimpcris Trom
the M.E.and RCD countries. The igeline bad set in since 1966 and
aarlier, murkey 8 exncrts to the USA olso rese slowest ag compared
to all other mrjor country grours, Percehtﬂrevlse, the shore of USA in
exports declined from 169 in 1966 dcvm to 10% in 1975 and 7% in 1977
(Table 4. '

‘The fecline in the share of USA trade and jncreases in that
of the BC vaised the issue of the operatien of the trode~-2iverting as
opposed to trede~rrecting sffects of the customs union. This should be
interpreted for the Turkish case nct as the effecis of a full-fledged
'customs wniorn in oneration but as the 1hstitutionol set-up and . the
relative toriff reductions and exemptions between Tuirlkey and the EC
within-the terms of the Ankara Treatyland the Supplemeniary Trotocel (5)a
In the opninion of the author of this paper, only a small part of the
decline in the rhare of USA trmde can be attributed to the trade-
divertingleffects of toriff re*uctions and exempfgcns. There were, in
addition, much more fundamentsl reasens, Part of the Jecline in imports
from_the USA_can be explrined with the Ascline in the share.of USA in o

3) Turkish Union of Chambers (TUC), Economic Report 1973, v 556
4) TUC, ibid..
8) For details on institutional arrensrements, -see: EC Information
Bureau, Tiirkiye- AET t1iakileri (Turkish-EC Relsaticns), Ankara, 1976.

.
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- Tareigm aid and credit Turvpv receives, The' shage of aid nnd credit,
Turkoy wnecelived from the BC countries would hﬂve incransed as the

income of these countries rosei Hence, imperts f-om these countries
dovende t on credit would alse have -gen, But certainlv the EC

associntie membership mmd the Finoncisl Protocols enabled Turkey to

obtain obt~in a higher leval of aid an? credit Prom the EC countries

-~ and the Buropaon Investment Bank {EIB) -~ than in the case of no such
anssociote membership relatiens, The 'USA imports ccmnare{ to EC imperts
~further corry an Iimrortont disadvantonre for Turkey in higher transhertation
and commun1cqti0ﬂ costs ns well os menerally hipgher prices, In the

ease of electronncs and electriecnl anpliances they Ao not conform with
~the propsrties of glectric current in Turkey. ”hey are also blgger
Yhan the requived capacities in the case cars ond mony 1nveqtment roods,
e - sheuld olso note here the eristence of a high degrec of complementa-
rity between the Turkish and the FC economies, aparticularly, T. Germany.
This= is‘not rregent for the case of the USA econory since it also
‘nroduces many of tie ﬂrvicu]%u*ﬁ] npreducts Turkey exrmorts. All these
foetors, therefore, comblne te cutweigh. the importance the trade-~
‘Atverting impact of the instituticnal arranpemgnt of associate membership
in ex~lai ing the decline of Turkey's trade wifh the QSA and the
evnansion of %“er trode with the EC, In fact, it was because of the
S underlying complementarity;in the economies of Turkey and the EC
countrieg as well as‘competﬁtion be tween Tﬁrkjéh and GreeX economies
in the ®C markets'that Turkey applis? for EC cagociante membership
in the first ploaces

Turkey's'trade with the USSR and the Balkam COMECON countries
rose slower than the averspe rate and that of the 5C, but fdster than
that of the USA, In imports, the shere of the USSR and COMECON countries
| wént down from nhéut‘12% inil96€ te 6% in 1977 (Tablé 3) both diue to
‘the éharp increase in imports of petroleum from M,E, nnd RCD countries,
“and also due o the increase of’importé from *the EC, In éxports too,'

the share of USSR and COMBCON countries declined from ar oundl18—17% i
1967-68 to 9-10% in 1976-77 (Table 4). The rate of increase in exports
for the snid countries was slower than the BEC (the Nine), more speci-
fically the Six, but it was faéter than the Three, It wag alsc faster
than the USA, In 197 8 however, there was a tendency for the share

of USSR and COMECON countries to rise, Total imports from same rose




11

frem 340 milliocn Adollars or ,2% in 1977 to 383 million dollars or .
A,3% in 1978, In exports 34 roge from 174 million dollars or 9,9% in

1977 to 324 million dollars or 14,29 (6).

Apain we may evplain =some of tﬁe changes in Turkey's trade with
the USSR and COMECON countries since 1965 with the "residual®™ effect.
The slow decline in the share of same both in imports aad exports in
the early 70's compared to the late 60's is a case in point. In the
late 60's Turkey faced severe balance of payments problems which were
iargely alleviated after the 10 Aupust 1970 large-scale and successful
devaluntion (7)., Care must be evercised in interpretiwg the increass
that occured in 1970, Since 1973 was & year of ncute balance of navments
erisis the sharp increase in the share of USSR and COIPCON countries
deeidedly hed a “residual® component in the sense that Turkey's foreign
exchonge Aifficul ties diverted muikey's trade away from the EC and
OBCD countries towards hilate +~1 trade agreement BEastern hloc, 1f we
take into consideration t-e increase in the volume of blackmarket
trade, particularly the bl gclmarket jwmporis from ove rrhelmingly BEC ,
and EPTA countries, we may, furthermore, Agduce that the rate of
1noruase in the share of ULSR and COMECON countries should be less than

is calewlated in terms of 0P¢1c1a1 holance cof payments ?Jﬁurev. But,

in the oplnlon oF +he author of thisg maner, the increase in the wvolume
of trade with the USSR and COMTCON countries in 1978 still went bewond
the rasifunl effect. Tor there was a Apliberante effort cn the part of
the Turkish severnment to -effect long-term expansirns in the gconomic
velations with these countries. This can be witnessed in the bilatex al
trade and °conomic cooneration apresments signed between Turkey and
the se éountrnes. These hegan to incyease since 1974 hut accelerated
after 1977. Thedr imnlementation also hegan fo be rigorously followed
through. Since payments for USSR and COMECON country cretits axe made
with sxports, we may Asduce that a“ter 1976 we will witness a still

neter rise in the volume of trade hetween Turkéy snd these countries,

Turkey's trade with the M.E. ?nﬂ RCD countries, on the other

hand changed W“”10ﬂ11V since 1973 w1th the sharp ise din oil prices.

8) TUuC, ibid. pp. 561-2
T See- Titkerrem Hi, "The Question of Balance of Payments Deficit and
the August 10, 1970 Devaluation, in Problems of Turkey's Econemic
Devel opment, Vol I, I,U.,, Fconomics acul%y, JIstanbul, 1972.




The share of same in Turkey's imports rose from abput 6% in 1966 and
a% in 1972 to 22% by 1977. The share of her equrté to some slsb‘roée
fast, from 5% in lgob and 12% in 1972 to 17% in 1975, going buck to
13% in 1977. (Tﬁble 3 nnd 4) But, "eymnoris were still far melow imports,
Turther investigatidn could ,bow that ¢uﬁkey'& expo“ts to M,BE. and RCD
countries nn-as well as credits voceived from +hem, constructicn
undertakings ond the ccncemmittant gxnorts of workers-m are much below
her pctential, had she follewed aprror dinte nolicies of gncournging
eynorts and PPC pnrticipation for fthe transfer of technology. & are .
omitting here the large scale contraband tvade tﬁat gees hatween Turiey
and such border countries-as, Iran, Syria -and Lebanon,

“hen we survey Turkey's trade in 1977 with individual countries
{(Table 5), we see tha't Turkey's mnjer trading partner‘is 7, Germany.
In imperts ¥, Germany comes first with 945 millon dollars or 15, 3%,
follawed by Irag, Turkey's majer supnlier of petroleum, with 695 mlilion
dellars or 12%, Third cames the USA;with 503 million Aollnrs or B,7%
followed Italy, UK, Switzerlond, *rance and Jdapan, Turkey's other
petroleum auppliers, Libya and Ivan come hehind, They are folloved by
Belgium, Luxemburg and Folland, Numaniz with 114 million dollars is
8hend of URER with 82 willicn dollars or 1,4%..In exports too, ¥. Germany
. 4is first with 379 million dollars or 22,2%, folloked by Italy with 163
million dollars, USA with 122 millien Jollars ox 6,9%, Switze:land, UK,
France and USSR, the latter with 80 million Acllars or 4,6%, Exports to
‘Reomrnia is very low, thus producing a larse trade defidit unlike all
the rest of the hilaternl trade agreement COMPCOV ‘countries, Very low
level of exports to Iraq, TLibya rnd Iran produce suhstantial trode

deficits with these three petroleum supplier cougrrles.

f

T i
B-MOREICH ATID AND CREDIT

Tn the founding years cf the new Turkish republic, USAR credits
played a significant role in Tuikey's industrinlisation and gstabl ishment .
of SFE's started in early 307s with the £irgt Industriazl Develomment
Plan 1934-3R, Soviet credits ware used in wgiablishing severnl textile
jnstallaticns snd svgor facteries, ~meng cthers. But, the Secont Industriel
Develerment Plan devised for 1939-43 maves no mention of Turkish-USSR

economic cooperstien, This Plan was not ipplzmented due to the cuthreak




of "orld War II and ihe sconcmic .o 70 ome Mywlresr Fagad, Eurepoan

cretits, however, soon took over, mith UK in the forafront, ﬁhe Guhuk
dnm was built by UK;many cf the dcvel ongental infra-struciure were

built by European co nltql In the 5072, the USA capital aid end ¥TC

flow came to the forefront. A m‘]or part of these were divacted to

the buil’ing cof highways, dams, hrAre-electricnl and thermal power
plants, ports, airpoxts, ctc. Most of these projectd were gubiected

to severe criticisme by the PTP in oppositicn on grounts they led to

the neglect of rnilroads and cpened the way tc the d-velopment cf the
high cost automotive imdustry which utilized T'PC and mnised iamports of
1nnuts. They were nlso eriticized for crenting exce 2 caracity and
leading to waste, although the procf of tils latter arpumunt 58718
amhnrlcus. As Buropean countries developed ‘af+er the 2. “orld Yar, the
share of EC and Furopean countries in both e2id and credit and »PC flow
incrensed r-piily, Recouwse to USSR nid in the 50's was miniral and tented
to have a residual character, as was witnesred in the 1ate 5('s, This
was when Turley faced a severe walance of nayments crisis bub an adeouate
amount of ni” from *nte national financ: al dinstitu_ticns and the West
were denied before she checked inpflnticn and effected a large-scale
Adevrluation, The erosion of cold Tar attituies, USSR‘“ cnangn of

pelicies and a2ttitudes towards Turkey, an® finally the cceeling po11tlca1
re?atlcns between Turkev and the USA n<ter the 1964 Cynrus ceisgls,
however, played impertant roles in bre ving the iece in Turb sh-US5R
poiitjcal and sconomic relaticns. The sirnificant ottempts go as

early ag December 1965 when A. Kosygin visited Turkey to sign on agreement
of trade, economic coonpration and oif, This was fellowed by .V, Podgorni's
vig: % which further exnanﬂed ccenomic cooperntion. Thus we witness, in
the eurly 70's a rema kable incresse in the share of USSR cre?its at

a time when credifs from the EC also exvanded to take the first place.
During 1970-74, the USA is still the major girgls crediter couniry.

But it is cloe ely follewed by the UZSk, Third comes F. Ge many hy some
margin. The rest of the major creiiters, mostly the EC countries Tellow
by 2 wifer margin., The e countries s a proup {the Nine, or more -
specifically the Seven cince Ireland and Luxembourg are not creditors)
alon;: with the EIB, however, are regpenaible for the mﬁjor bulk cf aid

and crcdit. Their share, excluding Aebig conzelled -- and alsc excluiing

their share in credite Airectly lent by internaticnal financial institutions

sveh 28 the IMF nnd the IBOD -~ form ahout one third of total credit




and 2id Turkey obtnined Auring 1970-74, The USA and the USSR, the 1BRD,
and 2ll the rest - including Japan , (8) comprise about cne fifth each

(Table 6)

In the face of mounting brlance of pﬂvmenus nrcblemg Aduring

1975 and 1976, the Turkish govermm:nt at the time {(the first NP govewnment
headed by the JP) tried to finance the increased imports bill by means
of recourse to short-term private bank bo“rowinps and schemes to cencourage
the dencsits 6f savings of workers ohroad in the form of foreign exchange
in the Murkish hank. Hence, the DCM' s (or deposiis convertible to foreign
exchange, alternntively calTnd conver+ihle lira “enosits) were reallowed.
The DCM's ropidls ex»anded and, in addition o workers' remittences, use
of prévﬁcusly acocumulnted Toreign exchages weserves, feoreign aid and
credit (progrom and nrcject credits), they were ahle to {inance a large
volume‘of imports. This kept Turkey's growth »nte and investmants at

high levels ﬁuring years when most of the non-petroleum-pro’ucing
developed nnd developing couniries faced a sewv:re vécengion, moking

uvkey the 4th fostest growing countyy in the périod 1970-7%. “he share

USA »s well as EC and other Eu ~opean banks in the flow of shori-term

priv-te hank crediis are overvhelming, The DEIM's were, hovever, oubgected
to severe -criticisms by the RPP. One of the criticisms wag the alleged
discrimjnatjﬁg use of DCH cre?its on the part of the Turkish nrivate

banks. It was argued that these credits tended to go to the already large

private companies. Another criticism was that they were flowing to.certain
private banks and thus were diseriminating for the case of banks too, |
|
Another criticism wag tbhat the DOM's would -tend to run away at times of - |
|

acute balance eof payments problems, thus compreunding the problem. S+i11

another criticism was that they carried a high interest rate compared

to develoment credits,

The halance of payments problems reachéd crisis pioporticns from
1977 till present, Immediately after coming to power, the RPF government
applied to the IMF for =aid and effected a set of Adevaluations and exchange
vate a”justments, But it was unable to contrel intlaticn., On the contrary,
the rate of inflatich accelerated morke?lv 1978. Therefore, cradit nego- : \
8) For loan agreements “nd unﬁfrtaklnﬂv with Japan see: Turkish

Industrislists ond Businegsmen's Association (TEBA) The ﬂurkjsh
Economy,1978, pp. 117-5, :
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tiations with the IMF, the Western governments and banks WEere prolonged.
In the meantime, the PTP_government aplliet to the EC for a five-year
fyeeze of her ohligations, that is, to Adigcontinue reducticn of customs
tariffs that Turkey apllisd to B¢ immovts on grounds 34 would worsen

her ++-ade deficit ati1l further. The Vestern countries were reminded

of the military and nolitical arpuments. - a8 onnored or 1n additions

to strictly gconcmic argumenits - for aid to Turkey. The goverwmeni also
preventeﬁ further reccufse to DCM' s congolidation of outstanding DEM' s
and their eventual_liquiﬂation were progrnmmed. Tt made an all-out
drive ror getting ai’ and credit from varicus jrdividual countries and
country groups. Its efrorts with fhe ME and RCD bore only limited re-
sults. Efforts Wefe also spent to create strong political and econcmic
tieg with the Third ¥orld hut these attempts too wroupht very 1imited
result., In contrast,. sigﬂificant advances were atiained in the case

of the USSR and Balkan COMECOW countries. They were, howeveT, far from
bein? gufficient to ease Turkey's smmediate halance of paymenks crigis,
to fjnande o minimum volume of immnorts from and to pay oOr defer her
matured debis %0 Vegtern countries. ?inally an agreement was -eached
with the INF on July 1979 when the Turkish gcvérnment‘came to terms
with most of fhe IME® policy yecommendaticns, effectéd sanother 17rpe scale
devaluntion, agreed to follow anti—inflaticnary.policies and o reduce

the growth rate in order to reduce importse.

The progress in gconomic cooperation wﬁth the USSR wasg enabled .
by visits to Mogcow of the Turkish Minister of Poreign Affairs in ¥arch
3977 and of the Pyime Minister in June 1978. Turing these vigits thé
Turkish government expressed 4 determined desire Yo erpand Turkish-USSR
economid relations., The era of détente aven allowed the two countries to
arrapge fr recivrocal vieits of top military personrel. Similar contacté
for éid and .zconomic cooperation Were also marfe to Ballran CCMECON
countries and pregress attained in expanﬁing trade and economic relations
with them. The agfeements with these countried drawn in 1974 and 1975~76
were mostly concerved with trade and expansion of trode. The only ex-
centicns were Pulgaria and Romaﬁia,wjth Whjch econcmic and technical
ecooperation agrewmeﬁts of limited sceope WeIre reached in 1276. The agree-
ment with Bulgaria involved cooperaticn in transit transporiation as
well as Turkiéh nurchases of electrical energy. The agrecment with
Romania had a wider sScope. 1t invelved cooperntion in the fields of

energy, mining (conl), petroleum, natural gnS, ne tro~-chemical and
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chemical industries snd tronsit tronsportation ns vwell as joint trode
to the Third ° "orld countries, In 1977-79 trace arreements gave Waé to
gconcmic, technical, injustrial and écientifjc cooperaticn rgrerments
with nll the Baikaq COMECON countries, The only excenticn was Poland
with which only credit sgreements were drown, The most compreheunsive
cooperation agrecments among Balkan COMPCON ccuntries was made again
with Romaniz, The agreement with Romonia made in 1977, involved trade,
cooperation in trode, transﬁortatjon and transit transportation. The
-1978 agrcement involved thé constructjon of the Mid-Anatolian reflnery,.
Yumurtalik-Kirvikkale petroleum pipeline, phosphrte installations in
" Kazi Dafi {(mountain) region, purchases of petroleum drilling squivment.

and central henting system for Ankara (9).

The extent of economic coopermtion with the USSR was most
compr-hensive, In 1975 several agreements were already reached for
economic nid, increase in trmfe and in Turkish exports as well as
constfuction cf Arpa Qay dam in Turk v's sastzen berder. Other sifFnifi-
cant projects finonced by USSR cre’it and teghm010§y'befrre 1977 drncluded
the Seydtisehir Alumjﬂum Tactory, lzmir Alin®a Refinery, TEDEVTR
{(Isrendzrun Iron and Steel Installotions) ond Bandirma Sulphuriec Anid
Pactory., The agrecments reached in 1977 involved economic ~i”, wnurcheuing
of electrical energy, credit for the exransicn of ISDENIR, ard increases
in trode and Turkish exports. In late ]9”7 the sconomic and wechnical
cocperation arrecments were rotifisd and intensive ef orts wers spent
in 1978 for Arawing up énﬂ materializing sevesnl credit and Sechnical
cooperation projects, The complete list of these projects is given in
Appendix I (10). The totel cost of these precjects amounted to 210,0
billion Turkish 1iras,.and foreign financing requirements to. 88,5 biliion
liras (or 4,2 billion dolﬁhrs_and 1,8 billion dellars respectively, as
to-day's rate of exéhémge)a Some of the more importont proje:ts involwed
are the Hasan Celebi mining operations, capacdity expaﬁsion of Aljafa
Refinary, capacity expansion of Seydigehir Alzminum Installobtions,
second capacity éxpansicn of ISDT™NIR, Orhaneli thewmal -ower vlant and

lggggjg_gfgrgfzgns Knveak-Gatalan-Kirimli dam, Karababe (Atatiirk),
9) For more deiails, see: Onder Ara, "Turkey's Political and Economic
Relations with the USSR and Eastern Bloc Countries”, paper submitted
in the intermaticnal conference on "Optiors for Turkey g international
Political Relaticns", helﬁ in Istonbul, June 28-30, 1979 (to be-
published).
10) See: Onder Ari, ibid,
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Tlasu anﬂ Batman dams, Other prejects genevall; involve mining and heavy
Jndustraes; vailrosd const*uctlcn, railrond equivment, Istanbul and
Ankara subway systems, various textile proj=cts reared o exports %o
the USSR, and petroleum explor~tions as cubconiractor to Tirkiye Petrol-
leri A.0. (TPAO), and the conmstruction of a nuclear reactor,

This brief survey enables us to make the folloW1ng observations
with respect te the recent expansion of economic cooperatlon between

Turkey and the USSR, The USSR aid and credit projects undertaken wguld,

'in the near future exceed credits received from any single country,

inclu”ing the USA and F. Germany. Tt would also evceed toital PPC flow
to Turkey. The projecfs in petroleum explceraticns and refinaries raplace
FPC nctivities and are in line with the Petroleum Reform Lav No, 1702
dated 1973 and .with the phllosophv of the BPP in giving priority to the }
public sector in petroleum ant restricting or =liminating FPC companies.
The Mining Law put into foTce in 1954 had given the pnriority in mining
onﬁrgticns to the public sector. But it was moderately appiied to allow
the cperaticn of FPC commany in borax and sundry small scele private
£1 rins in lighbite and chrome, In 1978, in compliance with the mining law,
the RPP goverrment ceased the cperations of private egternrises in mining.
The mining »nrciects with the USSR attempt tc expand mining cnerations under
the public sector, The 1lignite mining cperations and thermal power plants
iniicatsz the RIP povevnment's prefesence for producing electrical rnoray
quiqkly by meking use cf Turkey's abundant lignite cres. Tricr to the c¢il
price rises effected by OPEC, the 3P gevernments had rreferred to build
2%ill quicrer hut import-criented fuel hased elecirical power plants.‘
The qpreoment with the USSR alsc contain a sipnificant mumher of Jdams
omd hydro-electrical power plants, anoither abuniant but cestly resource.
Projects with regard to the construction of rrilrcads and supply of
railroad- equiﬂmﬂnf would help to offset the unfer-utilization of rail-
road tv ansncrtution in Turkey coemparsd to the cver-utilization of
h1ghwavft;anspcrtaﬁ1on. The exransicn of highway transportation by the
DP and JP governments with USA.aid wasm criticige? by RIT on grounds
that it had a high social cost, inveclved the private sector, gave rise
to the development of the automotive intusitry by means of FPC flow and
joint ventures, oand necessitnted a 1larre volume of imports of inputs and
compcnent parts. A criticue of the full impact of the expansion of highways

and autometive infustry on Turkey s economic development is considered
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bevond'tﬁe sceope of this péper. The projects involved with tﬁe develonment
of the heavy infusfries and expansio?s in the'manufacture of basic
‘materials with the USSR loans, when studied from the prespective of
infustrial sectors, penerally fulfill a genuine need for the Turkish
economy and are viable. But the USSR technolopv ig generally defchent
compared. to the Western..The exransion of the inefficiently operated
SEE's in these- fnelds by means .of USSR loans seems to have Eeen
programmed wi ithout first makJng 81ncere Search for Western credlts,
ths encouragement of +he private sectcr and FPC flow, S1malar1y, usnng
USSR loans and'technology in the cbnétxﬂcticn of varioug dams, and subway
systems for Ankara and Istanbul also d¢ not seem to havé méen preceded
with a determined effort to seek Western aid and technical cooperation.
‘ The eXﬂan81on of the SEE's and cther puhllc investments through USSR
aid and crem:t is, however, in line with the ph:losophy o? the RPP to ‘
:exﬁand heavy jndusfries Ey the -public sector and make Turkey at the
seme time less dependant on Test., Tt also gonfirms =ith the 4. Five
'_Year Develbnmeﬁt Plan (FYDP) 1979—83 preﬂared by the governmeﬁt which
aims to raise the sbare of public sector in total fixed investments from’
| 51% to 57%.

Payment of USSR crediis ﬁs génerally made in terms of exports:
Turkey's traditional exports to the USSR are agricul tural nroducts ;
and- to a lesser extent textiles, .Exnorts of mining will =1gn be on the
increase, Due to its barter arranpemenf natﬁm the Soviet dredifs offer
‘at first nght an casy Way out for back payweents comnmared to Western
‘eredits, The cred t arrangements with ‘the USSR would thus also mean

that trade with the USSR will expand rapidly in the future,




@- FOREIGN PRIVATE GAPITAL

FPC, a8 a conspicuous element in Turkey's economic relations with_:,
the West, the EC and the BSA or as an element of capitalistic development
metheds, has been sub;ected to severe criticisms coming from first the
radical left since late 196073, and in the more recent years since the aaxly 70's
alsc from the radloal.rlghﬁ, porticularly the HNSP, Hlstorlcally, the_
experience with the capituléations granted tn FPC companies during the
Ottoman Empire had made the new Turkish Republlc, the RPP and the bureaucrats
reluctant towards FPC. FIC companies in the flelds of transportation and
municipality serviees were gradually purchasad by the new Turkish republic
and nationalized as puglic companies. Those in-trade, representation, i
imports, exports and bankihg were allowed to operate stripped df _
capitulations. In the 50's, along with the qhanging world conditions and
changed view on development policy, Turkey opened to FIC. In the later -
years of the single pérty RPP government, in 1947, a Regulation No.13 .
was passed which introduoced some encouragement measures to FPC flow. But:
this regulation was not-implemented, The DP which came to power 1950
followed the principle of rigerously enceuraging FPPC flow as well as
private sector investments. After two short laws passed in 1950 an& 1951,
two c0mprehensivé laws were prepared and put in force in 1954: Law No,

6224 for the Encouragement of FPC~-in filelds other than petroleuma~and-
Law No, 6326 for the enCOuragement ¢f the private sector and PEC in
petroleum {11). These 19ws, particularly Law No. 6326, were heavily
criticised‘by the RPP then in mpposition. Petroleuﬁ and mining were
considered by thé RPP as fields that s_ahould best be taken up by the public
sectors Criticisms levelled to FPC that had.flown underALéw No. 6224
carried technical overunwsi FPC had fléwn mostly to imp%rt substitute
gectors and assembly-line industries, they had low domesti¢ preduction
conteﬁt (DPC); they were mainly interested ih maintaining iﬁports to Turkgy'
in the disguise of imported inputs under the Turkish import régulations
and difficulties of 1mports of iinal goods, they enjoyed hlgh moncpoly
profits under the heav1ly protected domestic market and encouragement
measures for domestic production, they were not interested in the transfer
of technology, their profit transfers ran High, they addressed themselves
dargly, $0 hlghrincome grcaps, and thelr net efflect on Turkey's balanee

—— s vt s e e o -—u--

{11} For details en. FPG‘see. Cihat Iren, "Tthe Growth of the Private

‘Sectcr in Turkey," in Turkeyhs and+QOthem Countrias' Experience’
with the Mlxed Economy, Istanbul 1979-
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of payments, congidering 1mports of inputs as well as p ofilt transflers
was negative. With the 27 May 1960 Military revelution and entry into

planncd development psrlod dospite the above criticisms, the principle
ucf)oncouragement of FIC was retained but proper controls were triod
to be establlshed. One aspect of control was the distlnctlon between low

prierity econﬁmlc sectors,,such ag banking, trade, etc,‘vs, the high '

_ priority develApment secfofs,-sudh as the a manufacturing indusiry. FPC

companies iﬁ low priority sectors were brerught under Regulation No.lT
passed in 1962 (12). FPC companies in these filelds were not rigorously
oﬂcquraged and limitatioﬁé were put with regafd to their profit trahsfers.
FPC flow to high prioritﬁ develdpment sectors were continued to be
rigorously oncburaged undctr Law No,6224, ‘But controls were established

particularly with the Regulation en Assembly-Line Industries (RAI) passed
in 1963 and put into effect since 1964, The RAT set targets for minimum

plant capacity.and for yeariy DPC ratioss Thus the DTC of assembly-line
industries rose signiﬂicantly, particularly during 1965-71 (13), in a
period when criticisms agéinst FPC .coming from radical left snd the RPP
began 1o mount; The points in these criticismé were similar to ‘those
levelled in the DP or the unplanned development period. Aftcr the 12
March 1971 Military Memcrandum, the reform governments elected by the
rarliament under the force af the military, prepared and passed two
principal.feform laws, One was on land reform, The other law, No,1l702

was the petroleun Reform Law, The latter law was radical in the sense
that it changed the prierity in pefroleum exnlorations and pré&uation‘to
the public sector whereas the previeus law na. 6326 had given priamity to
the private sector and FPC. I% also prevented further expansion of refinery

capacity of the prlvate (and FPC) sector. Al+bough the principles accepted

in Law Ne.l702 were radical, it still have room for a moderate implementatien,

But, the actual implémentation of the law since 1973, particulsrly during
the RPP-NSP coalition-g?vernﬁent of" 1974 and the present RPP government
sincé l97? was far from being mcderate, FIC Qompaniés in petroleum were
tightiy squeezed by cdntrols‘of import prices, allowed at prices much
lower then the gulf price. Very low prices:on domestic produetion were
set, The difference between the retail and the domestic pfodumtion price .
was to go to a fund to finance the petroléum explorations of the public

s

(12) Por a list companies dpera?ing under Regulation Me.1l7 as of end 1974
and: their breakdown see: TIBA, Turkey, an Economic Survey 1976,
pp.122,125, ,

(13) For the scope of assembly lines industries, the method of calculation
of DPC and the increase of DEC over the years between 19%4~-T71 mee:
Mikerrem Hig et al Montaj Sanayii (Assembly-line industries), Economic
and Social Studies Conference Board (ESSCE) Istanbul 1973, For DPC
targets in the more recent years see: TIBA ibid.p.l121,

A ) -
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sector, that is the TPAD (14), Pressed w1th budgetary dEflCItS and flnanclal

,dlfflcultles, however, not enough fundo eould e approprlafed by the
government to the TPAC. In 1978, the ATAS refinary jointly owned by the

FPC companies (Mobil, Shell and BP) was purchesed ny the Ministry af Energy. -

-

The effects of these policies on domestic production and invest-
ments were markedly negative. After a brief period f explorations and '
driiiing, production of FPC companies, hence total domestic preduction of
?etroleum, had started to rise significently since 1964. It had reached a
peak of 3,6 million tons in 1969, The share of FEC was about 2,5 millions
ahd that of TPAO about 1,1 million tong (Table 7). But from 1969 on,
particularly in the more recent years investments of FPC declined and
their preduetion fell dawm to 1,6 million tons in 1977, With TPAQ still -
around l;l millien tons, total domestic producvion fiell dovm te 2,7
millien-tens. This decrecse in domestic pfeduction increased imports of
petroieum from 2,9 millionltons in 1977 (Table 8}, at a pefiod when
petroleun pricee were raissd sharply by OPEC. Hence the precipitous
inerease in Turkey's petroleum imports bill that reached about 1,1 billion
dolars in 1977-78 cannot be attributed te price rises in petrcleum alone.
It is also affected by policies that had.adverse effects on investments

~and domestic production,

In the case of FPC under Law Ne;5224, seversl controls were
established in' the 3.FYDP{1973~77) bassedzu;law iﬁ 1973 before general
eledtions were held (lB)AQThese controls seemed moderaste and réasonable
on paper. But, their actaal impleﬁentation were radical and the attitude
of the Turkish governments towards FPC flow were generally negative and
hostile;.This hostility war witnessed in the RPP-NSP coalition government
in 1974, in the 1. and 2. NP coalition governments during 1975-77
exercised by the Ministry of Industfy and Technology held by the NSP, and
finally by the(present)RPP government in power since 1677. Despite the
gexistence of a lLaw of encouragement and She presence of only moderate and
reasonable controls, de fecte negutlve attitude and hostility towards
PEC flow could be expressed generally by means of long delays in permitting
FPC flows or ,capacity- expan51on of existing FPC companies or cutright
refusals or investment appllcatlens, Until the reguwlations on price controls
were changed iﬁ 1977'and gsome autcmaticity introduced in this respect, the

Ministry of industry under the NSP also exercised cansiderable de facto

(14) For more details see: ESSCB, Turkiye' nin Petrol Politikasi, (Turkey's
Petroleum Policy), Istenbul 1974,

(15) For details on these controls, see: Cihat Iren, ibid.
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discouragement on the existing Joint - ventures by grantlng prlce increases tha
were toc 1ittle md toe lnte(l6). %Yhother pclicy o Aisccourapement »e2s the reasc
public or semi-public companies working with .license agreements in liew

of FPC flow and joint ventures. The TUMOSAN project accepted by the '
Ministry of Industry under NSP in 1976 for the manufacsure of diesel

engines for the automoti#e industry affords one good example, It still

has not started operations due to finance problems. This policy was

also widely used by the {(present) RPP government. To citec some examples,
capacity expansion of the existing joint ventures in tractor manufacturing
was refused. Instead, a project was put in force fof the manufacture of
Kdy~koop {village developﬁent booperatives), another semi~public institution,
in éooperation with Czechoslavakia., For the case of petroleum, the TPAC

entered into a sub-contracting agreement with the USSR in 1979 feor land

explorations, Similarly, in chemigal fertilizers and sundry heavy industry ‘
sectors. Projects were also drawn to start the manufacture of pharmecauticals’
by the Social Security Institution, again a ﬁublic directorate, In tourism '
. too, several joint venture projects were refused since 1974 till the

present,

Ag a result cf the negative attitudes and policies the number of
. PPC fiyms declined during the recent years, from 118 in 1973 to 99 in
1977 (Table 9). Total capital ‘in nominal terms also declined in some years
as in 1974, The decline or the very slow rise in total T'PC flogn‘to Turkey
ghould become more manifest when measured in real terms, or in constent
prices, But such a study has not yet been made. This means that in the
more recent years, and since the 70's, Turkey las effectively prevented
the expansion of FPC flow. This was effected by de facto pollcles .
implemented and decisions taken despite the presence of de jure encouragement.
The negative attitude and hostility towards FPPC had historical roots,
but they\ﬁere mainly iﬁfluenced by the prevailing radical left and right
doctrines and their parfi_éipation and influence in the govérnments
formed since 1973. Under severe criticlsms from the radical doctrinaire
circles, coaliticn partners or factions the Turkish Governments generally
shunned from imperting FPC from the West. Instead, they preferred to
export workers fo the Vest, or otherwise expand public and semi-public
gsectors and use credits coming From noﬁFWestern‘sources, in particular

the USSR and COMECON countries in order to expand the public sector. The

T e T L} e e B . T . i

(16) For the case of price controls in the pharmaceutical industry, see:
Tlirkiye Ilag Endistrisinin Gensdl Scrunlari Hokkinda Bilgiler
(Informaticn Conceyning thePharmaceutical Industry in Turkey and
its Problems), Tuvkish Pharmaceutical Industry Employers' Unlon,
Istanbul, 1975.
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under-utilization of the potential for TFPC flow to Turkey no doubt
reduced Turkey's economic relations with the West, particularly the EC
and the USA by a considerable extent., In contrast, it increased the

share of the USSR and COMECON countries. More important, it alse reduced

her opportunities for increasing investrments and savings, foreign exchange

earnings through increased exports both to OECD countries and the ME and
RCD countries, development of the tourism sectbr, expansion of viable and
prdductivé import-substitute sectors and the elimination of demostic
prpduction bottlenecks. Thus, it makes it difficult for Turkey toc improve
her balance of payments problems and.resume a high and stéady growth rate.
It is true that till present profit transfers formed a rather high '
percentage of yeorly FPC flows (Table 10), This is mainly because Turkey
has effectively discouraged or otherwise not sufficiently encouraged

PEC flow., But, the real favorable impact of encouraging FPC flow on
balance of payments lie in expanding exports, tourism and import-Substitute
sectors. Looked at frocm another angle, we see that the advantage of FEC

to Turkey lie not so much in &dditiomal investments and savings it will

afford, but rather in tie transfer of technology rrquired *o develop

export and import-subsiitute industries. A study of the sectoral breakdown
of FPC by the end of 1977 {Table 11) revéals that it has flown mostly to
higher technology mam:facturing industries such as chemicals,-raiiroad
vehicles, metal goods, machinery, electrical machinery sand to tourism.

In contrast, the share of FPPC in the total production of low technology

agricultural based industrial sectors such as food, tobacce, textiles,

glass, leather, cement, ceramics, etc. is either non-existent or very

low. When we also take into consideration the extent of licdence agreements

that have conCenErated agzin in the relotively higher-technology industries,

particularly in electronics, electrical and non-electrical machinery as

well az all cther industries in which FPC_has'flown, the importance of

and the need for the transfer of technology for the Turkish economy becomes

more mariifest.

A brief survey of FPC companies or Jjoint ventures under Law
No.6224 by country of origin by the end of 1977 (Table 12) shows that
P. Germany occupies the firsf position in terms of number of firms with
24+ The USA comes second with 19, and Switzerland third with 11, In terms
of nominal PPC flo&n and the totol nominal capital of the joint ventures
including local cépital, the USA comes first, followed by Ffance and P.

Germany comes third, When we consider the EC couniries as whole {(the Nine)

we see that they form 54,5% of total FPC flown to Turkey. If investments
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of FPPC companies in petydleum'are brought into the ﬁicture, cohsiderable
changes in . - ranking would occur. N.V. Turkse Shell, the majdr petroleun
prqducer in Turkey is 60% Dutch and 40% British owned, Mobil, the third
greatest producer coming after TPAO is US owned. BP, another UK firm,
engages only in imports and-distfibution—and in refining agtivities gs a
minér partner of ATAS till the lattér wes purchezsed by the public sector
in 1979, - |

Ds TOURISH

Teurism cccupies = relatiVely unimporfanf place in Turkey's eco-
nomic. activities and in her balance of paymentsl The et balance nf

tourism was oround 20 to 80 million dollars dquring 1971-75, turning into

e minus in 1976 and 1977, It shifted to plus 123 million dollars in 1978

mainly by restricting tourist outflow than by increasing tourist inflow
(Table 13). This negligible performanée of the tourism sector in Turkey

is in stark contrast to her natursl endowments. Most of the Mediterranean

countries that have developed their tourism industry, like Spain, Italy

and Greece have net tourism balances that run into multi-billion dollers,
Socialist Yugosiavia and Black Sea COMECON countries like Romania and
Bulgaria, with much less favorable natural endowments, have performed.

ﬂarlbetter'than Turkey. In fact, Turkey's tourism balance with Rémania

" may have shown a deficit. A full fledged study of the policy mistakes -

made in the past thd led to/%%%r perforimce of the teurism sector in
Turkey and policy recommendations for future is beyond the scope of this
paperk £t should ke noted, however, that negative attitude tcwards the _
tourism gsector itselfe--asg oppoéed to heavy manufadturing industries--and
towards FPC flow in the tourism sector were instrumental in the pcor
performance of this sector. To cite, by the end of 1977 there were only
6 joint véntufes operating in tOurisﬁ. Had Turkey encouraged a’proper
expansion 0f the tourism sector consistently till present and planned
invegstments in this fiéld‘more efficiently, the foreign exchange esarnings
of thid sector alone could have gone a long way in alleviating the present
balance e péymenté crisis she faced.

A breakdown of Turkish tourism by countries (Table 14) shows
that the EC pluys a predominant role in the inflow. One.factor affect-
ing the volume of inflow could poésibly be the volume of trade by
countries as well as that of FPC flow, There iz also a-markq;giy high
inf;ow of tourists from bordering countries with which there is extensive

?ontraband trade. The overwhelming majority of tourist outflow goes to
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W.Ge:many;‘Figures_on P.Germany, France and Netherlands suggest that
Turkish workers abroad and their distributioﬁ affect tourist‘Outflow by
cduntries coﬁsiderably.-Tourism inflow and outfiow‘with the USA is also
very, high at present but would definitely be hindered by high transportation

costs.

1

We find from above thot tourism and Turkey's international

‘relations are related in both directions., First, neglect of tourism has

worseﬁed Turkey's balance of payment crisis and led to the under~utilization
of the potential for expansion of her economic relations with'the West,
both directly in the tourist séctor and indirectly through a worsened
balance of payments situation. Delibverate restrictions to FPC flow from

the West, and unwiliingness to let trade with West to expand to its full
potential would, in turn, further restrict tourist inflow,

'

E. WORKERS ABROAD AND THEIR REMITTANCES

~ Sending workers abroad presented enourmous econcmic advantageé to
Turkey. It reduced excess labor directly. Workers' remittances enabled
Turkey to finance a larger volume of imports and wider her foréign trade

deficit. The larger wvolume of imporﬁed inputs as well as investment goods

-dontributed to production, in&estments,and hence the rate of growth of

income and employment. Furthermore, they did not geznerste the acute
political controversy FPC flow generated. Therefore, the Turkish governments
generally preferred eéxporting workers to; importing FPC, The social problems

raised by workers abroad and their return is studied in another paper

submitted in this seminar. Therefore, we will confine ourselves only with

the recent decling in workers' remittances and their possible causes,

“gince the latter is related with the economic,policiésiTurkey pursued.,

~The volume of workers' remittances declined in the recent yesars from

around 1,4 billion dollars in 1974 to -below 1 billion in 1978. In fact
since part of this sum contains purcheases of domestically manufaétured,
automotive vehicles in foreign exchange, the workers' remittances propexr
in 1978 must ﬁave been less than 850 million dollars. There is a.tendency
on the part of the government clrcles toc explein this recent decline in
workers' remittances with the alienation of the Turkish workers. But, there
seems to0 be no scientifi¢ research available that proves this hypothesis
in a conclusive way, Instead, Several factors may be offered here as

possible explanstions for the recent decline in workers! remittances., One

. is the unemployment of guest workers faced in the EC countries aftér‘the

oil .erisis. The other is the prevention of new entry of guest workers by

o
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F. Germany since 1574 unlésszcalled in name by & Germen employer,
Experience with devaluations and foreign exch;nge premiuﬁs suggest;,
furthermore,'thaf the volume of official remittances in very sensitive
to the blackrarket fate of exchange. A Wﬁdening margin between the
official and the blackmarket rate would tend to‘incréase the unofficieal.
at the expense of the official flow of remittances. And, since 1977,
despite'several devaluations and excharge rate gdjustments, there.existed
.a wide margin between blackmarket and the official rateé of ékChéngé.
Galloping inflation iﬁ Turkey and lack of eonfidence in the stability

of the Turkish lira;lin contrast to a strong DM, could. have further
induced the Turkish workers to‘retain theii savings in DM rather than
tronsfer Fhem intn Turkish liras. These are mistakes of monetary and
exchange rate_pélicieé committed by the Turkish governments and stand

- more to test than the hypothesis cf workers' alinna%ion.'We may deduce
from the above that had Turkey pursued more approriate monetary and
exchange rate policies, workers;.remittances'would not have declined, or
would not. have declined to ‘the extent it actuﬁlly did during the recent

L year.

PART IIT
POLICY RECCHMENDATTUNS AND POSSIBLE
FUTURE DEVELOPMENTS

A- POLICY RECOMMENDATIONS ‘

' The basic conclusion of this paper is that Turkey'!'s recent balance
¢f payments crisis, the conrequent decline in her rate of growth of incoms
and investmenis, as well as changes in her international relztions -- under
—ufilization of %he expansion potential in her economic rélations\with

the West and increases in her economic relations with the USSR and COMECON
countries -- are inter-related:.. They basicaliy stem from wrong development
strategies and economic ﬁolicies Turkey pﬁrsued'(i?)-'There were,
undOubtédly,rother eﬂérnal factors that affected both her balance of
‘payments crisis and. the change in her international economic and political

relations. These, however, seem to have less greater weight and less

g —— "y T . T o Sy g oy Ty e Vo

(17) See also: Mikerrem Hig, "Economic Policies Pursued by Turkey,
Performance of the Economy and Their effects on her International
Relations™, paper submitted fo the international conference on
"Optionsg for Turkey's International Folitical and Economic
Relations®, Istanbul, June 1979.
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policies pursued can_be defined as deviations from an appropriate mixed
econoniic regime and recent efforts to'eXpand,the publi¢ sector unduly.
This basically stems from the influence of radical doctfina}re movements,
Another crucial factor is the accelerating inflation which, in turn,
stems .from social and political pressures (18). sStill another crucial
element is the excesé weight given to import_spbstitutioh indusfries at
the relative neglect of exporis. Economic policies pursued since the
establishment of the Republic have cumulated to make the Turkish‘ecomony
inward-looking. Most of the industries developed are importmsubstitubes.
Eveﬁ $hose industries which have a net positive balance of paymsnts
effect are also geared essentially to the-domestic markert, The import
gsubstitute industries are, in turn, heavily dependent upon impofts of
dinputs (Table 15). The Turkish governments generally try to finance these
imports by borrowing and by workers! remittances rather than expanding
exports; Import-substitute vsi export orientation of an economy is’ .
essentially a non-doctrinaire economic strategy (19)i But,_unfortunafely,
its various aspééts in Turkey have been involwved in‘futile perty

politics and doctrinaire arguments.

Wrong development strategies and economic policies combined to
reduce the potential for expansion of Turkey's economic relations with
the West. In certein cases this effect manifested itself directly, as in
the case of the negative attitude of the Turkish governments towards TPC
flow, and neglect of the tourism sector. In many instances, howe&er, the
effects were indirect. They led to a balance of payments cerisis which in
turn, led to faltering economic relations with the West or conwersely to
the "residual™ effect of expanding economic relations with the USSR and
COMECOI scountries. But,-in addition, there Wés a deliberate e¢ffort on
the part of the Turkish government s to become legs deépendent on the Wést
politically and econoﬁically and to expand relations with the USSR and
COMECON countries. -

It is a relatiVeiy'easy Jjob to prepare a prescripiion of an optimum
set of development strategies and economic policies for Turkey to follow

in future. Such =a prescfiption will aim at thc . correction of the wrong

(18) Por a thorough anzlysis of thisg point, see Osmen kaar,‘”Political

Fconomy of Turkish Inflation™ paper submitted tc internetioral
cenference on "Inflation in Turkey” Istanbul, February 1979,

(19) See: Bela'Balassa, "Policies for Stable Bconomic Growth in Turkey",
paper submitted in the international conference on the "Role of
Exchange Rate Policy in Achieving the Outward Orientation of the -
Turkish Ecconomy”, Istanbul, July 1979. ‘




“be supplemented by interest rate and wage policies that reflect the
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policies Turkey parSued part1Cularly gince the early 1970's. These pclicy
recommendatlons if -followed rlgorously, would alleviate Turkey's balance
of payments problems and enable her to eventually resume a hlgh end

steady growth rate. They would, at the same time, increase her econonic

‘relations with the West, and gear her economic relations with the USSR

‘and COMECON to "nominal® levels dictated by conelderatlons of economic

efficiency. The main ingredients of such a policy recomnendatlon would

be as follows

- To control inflation comes foremost. It Would require redu01ng the

- budgetary deficits, increasing tax revenues and decreasing government

expenditures, reducing the losses and financial reguirements of the SEE's

and implementing appropriate support-pricing in agriculiure.

- To discontinue over-valued currency practices, tc pursue consistently
a-policy of equilibrium foreign exchange rate, to reduce the excesses in

the practice of multiple exchange rates (20).

- Controlling inflation and pursuing a policy of equilibrium,exchange
rate will go a long way in avoiding excesses of import-subtitution,

in encouraging exports, tourism and workers' remittances. They must also

relative sgarcity of capital and abundarice of labor.

- In additicn to the above outlined monetary policies, further tax and
credit incentives. are required to promote investments in export industries,
tourism and other foreign exchange earning activities, and to avoid

excesses of import-substitution. .

~  Another powerful tool of reallccating investments to exports is
physical planning, investment permits and building of government

infra-structure tdencourege private investments in export seotors.

= Sueh 1wport—subst1tute 1ndustrlos that are viable yet present production
shortages thus raising the 1mports bill should also be encouraged. This
would not mean an “excessive" expansion of the 1mport ~-gubstitute sectors
glven the present structure of the Turklsh econcny. On the contrary, it
would affect ‘Turkey's balance of paymcnts positively.. Exanples are

iron and steel, casting and forging, chemicals, fertlllzers, rztroleun
produotion, the automotive, tractors, the dlesel englne, ete. In this

sense correction of Turkeyis balance of payments problems should inveolve

....—_.—_....-..-..—_-..—_—-—_....-.-.....-_..._._.... .
p' . b C e o

et

(20) See .Bela Balqsea, 1b1d., for oS detalled and lucld nnaly51 of”
this and related p01nts. ‘
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less decrease in the volume of investments ond the growth rete and more

.renlkodﬁtiﬁn‘0£;ihvestments'on the basis of ‘their balance I payments
effects, Many of the above areas have been taken up as public investment
pfojects financed by USSR loans. Most, however, could have been .efficiently -
taken up by FPC flow and joint ventures. in thig regard, therefore, the

" policies pursued by the Turkish government were erronecus. but neither

were the recormendations of the INF entirely satisfactory. , -

- There has been aldefinite tendency in the recént years 1o eipand the
- share of public investments and SEE's despite theix low effitiency and
budgetary deficits. This tendency is witnessed not only in the. fields
of mining, petroleum'and energy but alsc in the manufacturing‘indusfry,
1ightef as well as.heavier'industries, and even in trade. In all these

fields, the potential of the private sector including PPC should be
taped first. Furthermorer acute go#ernmeht controls and regulations
that have the effect of reduqing the initiative of the private sector

in its investment and export activities sheuld be eliminated.

0f particular relevance in the discussiong of economic policy is
income distribution, Though the, caloulations made by the SEO on this
éubject (Ei) are erronéous, there is widespréad belief in politically
and doctrinairely motivated circles in Turkey that income distribution
woréened over the years since 1950 snd she is azt present among the
countries with the wors?y distribution of income. This, in turn, is
attributed to capitalistic developmént methods pufSued—uby the DP.and
later by the §P. It is believed that the expansion of the public'sector

,
and government controls would raise the growth rate and improve .income
distribution 2t the same tiné,. Aport.fnom the methodogigal}y"deficient

talculations of income %y the SP0, however, there are no definitive clues that

income distribution worsened in Turkey over a long span of time. Nor

is Turkey among - the countries with worst income distribu%ion.
Distribution of land operated in Turkey seems to be much less unegqual
than those developing countries with the worst income distribution,

to ‘which group, accerding to the SPO study sTurkey belongs (22). This

(21) SPO_Gelir Dafilimi 1973 (Income Distribution 1973) Ankara.
September 1976 calculates Gini concentration ratioe of 0,55,
0,56 and 0,51 respectively for the years 1963, 1968 and 1969.
The methods used, however, are deficlent and inter-temporal
conparisons are impossible. ‘

(22) Por land digtribution in Turkey, see: atate Institute of Statis-
tics (SIS}, 1950, 1963 and 1970 Censuses of Agriculiure. Por land
distribution in other developing countries see B,M, Russett,
"Inequality and Instability®. The relation of Land Tenure to
Politics™, World Politics, XVI, No.3 April 1964 and R.Schickele,
Agrarian Revolution end Bconomic Progress, New York 1968. For
Tnoome distyibution of various developing countries, see:
"Income, Inequality: Some Dimensions of the Problem® by .S,
Abluwalia, Finance and Development, September 1974 ‘
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suggests an obvious inconsistency. Furthermore, real weges rose slightly
Taster than the rate ¢f per capita inceme growth in real terms for a
long span af time (23). Even as employment gnd workers abfoad increased,
however, gurplus laboy particularly non-agricultural surplus labop;began
‘to increase since 1973 (24). In the more recent ysars, further reverse
developments took place. The expansion of the public‘sector, far from
alleviating Turkey's eéonomic ills; contributed to inflation, production
ghortages, worsened her balance of poyment problems, reduced her growth
rate and thus increased unemployment. Accelerated inflation coupled
with increased unemployment, on the other hand, must have worsened

income distribution.

B, POSSIBLE FUTYURE DEVELOPMENTS

The above recommendations of economic policy are, however, easier
sald then done, And it is dubious whther aﬁd to what extent Turkey would,
in future, likely to follow the policies recommended in this paper. They
are given here a set of moderate policies that would eliminate the
radical and docirinairely motivated strategies and policies in ths past
that have distorted the working of a"normal" mixed economy. In a‘normal
mixed ecohomic regime applied in developing countries, thé market or
price mechaniém is étill bagic. There is a wider scbope For public
investments than in the develcoped countries, but the public sector is
‘considered complementary_to the priVate sector and the letter ssctor is
encouraged (25). Alternately, however; the politcies recommended here as.
"normal® or "moderate” or "optimuu® are defined as "capitalistic®
development methods" and condemned by the doctrinairly motivated oircles.
Since the late 60's till present they had met with severe opposition
from radical left and right as well as from the RPP, a major section of
the press and the' bureaucrats. Extra-parliamcntary pregsure groups and
political organisations, such as the youth organisations, several
professicnal associations that were won over by minority racical groups
gove furthe; weight to the radical deoctrinaire movements and hence to
(23) A study of neminal wages in constant prices over o large span of

time is given in: Sabshattin Zaim, TUrkiye'de Ucretler ve Gelirler
Siyaseti, (Wage and Incomes Policy in Turkey), Ankara, 1974.

(24) For statistics on domestic employment, surplus labor, agricultural
and non~agriculturel surplus labor, see: SFO Five Year Development
Plans and Annual FProgrammes.

(25) See: Hilkkerrem Hig, "A Theoretical Framework for the Mixed Economy

‘ Applied in Developing Countries®, in Turkey's and Other Countries'

Experience with the Mixed Economy, IL.U.Economic Paculty, Istanbul
1979, ‘
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opposition of moderate economic policies +that the recent governments
deviated increasingly awzay from them: At present; there are some clues
that the smoke is clearing in the minds of many. But still, for a great
bulk of the population who ferm strong preSSure.groups as well as for
the adherents of radical doctrines the lesson of the recent econonmic
crisis is lost, It was the radical elements in the ecbnomic policies
pursued in the past that had precipitated Turkey into a balance of
payments crigig and reduced the growth rate, Yet a great many people in
the pressure groups and doctrlnulre movements contlnue to 1nterpret the
events in the opposite way. Accordlng to them, it was the still present
excess capitalistic methods and tools in the economic policies pursued
in the past that were responsible; hence cconomic illnesscs faced to-day
will be ellmlnated once excesses of capitalistic methods or capitalism
itself is completely eliminated. Theze views lead to still further -
expansions of ﬁhe public sector, elimination of FPC, and loosening or
complete break of Turkey's ties with EC and the USA, and political and

economic rapprochement with the USSR -- or else Islamic countries.

_ The RPP, whether in power or in oppoéition ig highly influential
in the policies Turkey follows. For it hés on its side the majority of
the buresucrats, technocrats and the press. Yet if has strong radical
leftist factions within the party cadres which exert considerable
influence in the party s economic phllosophy ané. actions. The JP, on the
other hand, in order to asccomodate coalitions with parties of radical
right, seemS iN many inétances compelled to use radical rightist rhetoric.
I+ compromised extensively in the.l. and 2,NF Government coalitions.
Phis means that in future too, strong opposition to the policies
recommended above will continue to eXert a strong influence. Optimum
policies are never implemented. But in this ~ ' S
instance the outhor of this paper feels unable to predict to what
extent the actual policies 1mplemented in the near future will deviate
from the optlmum. It s true that the RPP gOVernment will feel compelled
to follow the letter of intent submitted to the IMF. But the letter of
1ntent contains less exhaustive policy recommendations and is strictly
concerned with technical aspects of anti~inflationary pelicies and
balance of payments problems. Secorndly, the prospects, say, two years
from now may get efen dimmer with réspect to anti-inflationary pelicies.

Thirdly, radical movements involve the aim of breaking away from the

“Ylest and have little respect to follow IMF recommendations. In forecasting

policies that will be implemented in futuré, gimplistic predictions of

.
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the likely winner or'wiﬁnefoof the eoming general elections in 1981 will
be only of limited help. For, regardless .of the Winner or winnexs, the
radical doctrines will likely continue t0 exert their influence either
in opposition or as a'eoalition member or a partner in powe;; Furtherncre,

anarchist activities and segregationist tendencies may in future have

"still greater impact in shaping the political eﬁents dnd developments in

_ Turkey than mere dissussions with respecf to development strategy. In

fact, the emergence and the growth of the radical doctrines and

segregationist tendencies are closely related. In Turkey, segregationists

 generslly seem to adhere to radical left doctrines.

Even assuming the influence of the radical doctrines are diminished,
we would still have other, less vitally critical stumbling blocs on the
way that would prevent the implementation of optimum ecconomic policies.
One is the social end political pressures thaf would be resisting a
susteined and strict anti- 1nflat10nary pollcy. Strong pressure coming
from various soplal groups, including the buginessmen, the farmers the
workers end the government emﬁloyees;to raise their income,‘combined
With-acute‘politieal rivalry between the two major parties will continue
to make inflation seem an gasy way out for the party in power to main%ain

or expand its constltuency. In the short run, the RPP government, in

' complylng with the letter of intent submitted to the INE with regard to

‘restrictions of credit expan51on may tend to apply‘a greater pressure

on private Sector credlts than the public. It would'thus precipifate
further rece551on and further loss of confldence on the part of the’

private sector.

Still another stumbling block is the ﬁresent situation of the -
SEE's whlch have already over-expanded, over—erowdeélwith disguised
under employnent over exposed to the polltlcklng of the party or parties
in power and are generally working very 1nefflclently, thus contributing
to the,present inflation 31gn1flcantly. Attempts to reform the SEE's -

redically would deprive the peolitical party in power from a major source

" through which it satisfiee ite congtituency. It is, therefore, never

desired at heart. Dispensing with excess employment would mean throwing
a large number of people out of jobs and would' be politically‘
undesirablei A& long term freeze of employment is politically less

undesi:able. But it woﬁld continue- to burden the governmenﬁ

~budget with a large wage bill and thus make the control of inflation
8till relatively difficultl This latter line of actlen was sccepted by

thé Turkish government in its letter of intent to the IMP,
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- 8till another pltfall on the Way is the ‘ . time it takes for

the proper poll01es to bear frults. In +he casge cf public investmenté

it w0u1d 1nvo}ve only the gestatlon perlod. But, in the case -of prlvate
1nvestments and FPC flow it would involve tine enough for.these sectors
to regain confidence\W1th respect to a consistent 1mplemen%at10n of
. encouragemnent and favorable attitudes. In the meantlme, furthér frges,iq‘
'the prices of oil and further worsening of Turkey's terms of trade wéuld
compound Turkey s palance puyments problems. This, in 1tself,_w0u1d'ndt.
_necesslatete any major change in the policy recomnendatlons nade above.
‘But worsanlng external conditions, COupled with deviations from “the
.optlnum get of pOllCleS and the iong time requlred for the proper
policies pursued to bear frults, could result. in the contlnuatlon of
Turkey's acute balance of payments problem -- after a brlef span of time
-thse frcsh,money aupplied through the IMF is used up. Thls,-ln turn, coulid 7
open the pessiblity of abondoning whatever propér policies. . were - _
ijmplemented. S uch a course of evenis could be concomittant'with a large

: scale reduction in Turkey g economic relatlons with the West.
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Table 1; TURKEY'S BALANCE OF PAYMENTS, 1976~

- I.CURRENT ACCOUNT

A.?oreign Trade
1.Exports
2.Imports

~ Trade balance

B.Invisibles

~ 1.Interest payments

 p:Tourism (net)
3. Workers' remit.
4. Profit transfers

_ charges _
~'6.0ther invisibles
‘Invisibles balance

- offshore
CURRENT ACCOUNT BAL,
IT.CAPITAL MOVEMENTS
Debt payments (2)

Project Credit
' Imports with waiver
Program_éredits
Other capt. move.s
. CAPITAL MOVE.BAL. -
GNL. BALANCE.K
’ : III.RESERVb MOVE (2)
IV.SDR
V. SHORT—TERM CAPITAL
VI.ERRORS, DMISSIONS

5.Project credit service

(1n million US 2)

¢.Infra-structure and

Toreign Private Capt.:

v 1977 1978
1,960 1.753 2.088
-5.129  -5.796 . -4.599
3,169 -/ -4.,04%3  -2.311
217 - =320 =599
27 -6t 145
- 983 . 982 383
-83 ~ -116 47
~15 -60- . -56
212 . 224 254
854 640 380
15 2 3
-2.301  -3.385 -1.428 |
-119 o214 -199
.27 67 uoy
608 499 497
135 103 120
© 3. 110
197 710 490
854  1.168 11.065
-1.447. -2,217 . =363
~148 566 -163 -
. - - .. 179
1.895 - 2.284 558
-633 =211

448

(1) temporary flﬁures
(2) excludes extensions .
(3) + means decrease, — means 1ncrease

¥ Source:

Ministry of Finance; Also. reproduged
in various publlcatlons of the state

.and Businessmen's

Pianning organiza
of Chambers(TUG)

tion,

Turkish Union

and Turkish Industrialists
Assoc1atlon (TTITA)



Table 2: TURKEY-'S TRADE AND CURRENT ACCOUNT BAIANCE, 1966-78%
| | (in million US &)

" “current 7 77
Trade -  Workers - Account -

Imports - Bxports Deficit Remit, Deficit
1966 - 718 490 - 228 115 - 158
1967 - 685 523 - 162 93 - - 114
1968  ~"UP64 - 496 - 268 107 - - 222
. 1969 - 801 . 537 . - 264 141 - 214
1970 * - 948 588 - 360 273 . al
1971 -1.171 677 - 49 471 - 109
1972 ~-1.563% 885 -~ 678 40 - 8
1993 -2.086  1.317 - 769 1,183 - ‘44
1974 - =3.778 ° 1.532 -2.246  1.426 - 719
1975 = =4.739 1.401  -3.338 1.312 ~  -1,880
1976  -5.129 © 1.960  -3.169 983 S -2.301
1977 © -5.7996  1.753  -4,043 . 982  -3.385

1978 -4.599  2.288 2,311 983 - -1.428 .

| _— P x Source: Ministry of Finance.
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‘Table 3: TURKEY'S IMPORTS BY NMAJOR COUNTRY GROUPS, 1966~77"
| ‘(in‘millién us g

‘1) EC total 1ncludes the Nine :¥.Germany, Italy, France, folland,
Belgium-TLuxembourg, Denmark UK, Ireland -
2) OECD total includes the EC, ETTA (Switzerland, Sweeden, Austrla,
. Norwey, Portugal, Finland) as well as Japon and Canada
%)} Total Bastern Bloc (COMECON) countries includes USSR, Poland,
Chechoslovakia, Dem.Rep. of Germany, Hungary, Romanla, Bul@arla and
Albania
4) Total Middle Eastern and RCD countries 1nclude Bahraia Quatar,
Mascherone and Oman, Morocco, Algeria, Iraqg, Kuwait, Libya, Lebanon,

Egypt, Sudan, Syrla, Saudi Arabia, munlela, Jordan, Yamen, Iran and
'Paklstan.

: Arab
EC o and -

Years The Six . The Three (Nine) USA  RCD COMECON Total

71966 . 2%6 - 82 318 175 46 84 718

1967 - 237 .91 30G. 122 @ 4B 90 - 684

. 1968 281 104 - 386 120 30 . 98 763

11969 284 99 384 154 E2 99 - 801

19707 325 96 421 206 ¢+ 63 115 Q4

- 1971 455 116 571 171 106 113 ©1.170
1972 652 177 820 191 134 162 1.562 -

1973 923 231 1.155 185 - 222 175 2.086

1974 1.416 288 1,708 350 735 260 3,977

1975  l.962 375 2,538 425 Q44 - 245 4,738

1976 1.911 430 . 2,342 437 1,091 319 5.196

| 1977 2.040 429 . 2,469 502 1.252 340 - 5.764

| Increase ' B ' : :
1 1966-77 (8.64) (5.23) . (7.76) (287)(27.22) (4.05)  -(8.03)
‘ o . L : (percentages)

1965 %2 N A 44 24 6 12 100

© 1967 Bl 13 48 17 6 13 . 100
- 1968 S 36 13 50 15 7 13 - - 100 -

1969 35 12 4719 6 12 - 100

1970 34 - 10 44 - 21 6 12 100

1591 38 - 9. 48 14 9 10 - 100

1572 41 11 ' 55 12 8 10 100 .

11973 44 11 - 55 8 10 .8 100

1974 - 27 7 45 0 9 19 7 100

1975 41 7 49 8 17 5 100

1976 3 - 8. - - 45 8 .21 6 . 100 |

1800 35 7 43 8 21 6 100

Sburng.reproaucbd from T‘-IB.a‘J The Turkish Economyg‘
Prospects for Growth #ithin Stability,

1978, p.109.




Table 4: TURKEY'S EKPORTS BY MAJOR QOUNTRY'GROUPS,.1965~77K - ‘

(in million U8 #)

. R Arab
. | EC : and

Years The Six The Three (Nine) USA RCD COMECON Total
1966 171 - 55 227 80 - 27 75 490
i9e7 176 44 220 92 . 27 87 552
1968 164 Cowmy 205 72 36 - 90 496
1969 214 36 251 59 39 . 91 536
1990 239 . . 44 283 56 54 84 - 588 .
1971 266 ey 309 - 68 78 81 676
1972 347, 57 404 103 - 97 87 88
1973 495 ©118 . 611 130 - . 179 - 102 1.317
w9 619 97 717 144 225 146 1.5%2-
1975 - 530 85 615 . 147 235 122 1.401
1976 , 806 152 958~ 191 248 . 169  1.960
1977 760 108 868 121 . 235 174 1.95%
.Increase _ - } .

1966-77 (4,44) " (1,98) (3,82) (1,51) (8,70) (2 32) (2,58)

o ’ . S (percentages)

1966 34 1. 4 - 16 5 15 100
1967 = 31 8 . 40 16 5 17 100
1968 33 " 8 41 1 7 18 100

1969 a0 6 46 11 7 17 100
1970 . 40 7 48 9 9 14 100
1971 39 6 45 10 11 12 100
1592 39 6 45 11 .11 10 100

mooris ey e 4 om
95 o . 9 14 10 100

| , H5 10 16 9 100

$ 1976 AL 7 48. . 9 12 "9 100
19Y7 43 6

49 7 13, 10 100

- e

I Source: TIBA, ibid, p.109.




Table ©: TURKEY'S MAJOR TRADING PARTNERS, 19775

Country
¥.Germany
UBA

Italyr

UK
Switzerland
France
Japon
Holland

7 Balgium-Tux.

Total EC' 2
Total OECD® 3
USSR

Romania

Total Eastern B?

- Irag

Libya |
Iran

ifn million US £

ot

Total: M.E.,RCD L252.7

TOtal

P

1) Ecufotal jncludes t
" Belgium-Luxemburg,

2) OECD total in
-~ Norway, Portu
%) Total Eastern

- Albania.

4) Total Middle Sastern and RCD Countries includ

gal,

. Trade

Imports  Dxports Balance
44,9 7288.8 - 556.1
502.8 121.8 - 381.0
LSU 4 163.3 - 291.1
402.8 o4.3 .~ 308.5
335.5 108.8 -~ 226.7
3277 94,1 - 233.6
211.2 36.5 - 274.7
154,2 57.5 -  96.7
159.7 56,2 - 103.5
A470.1 - 868.0 -1.602.1
066.5 ~ 1.234.7 =-2.731.8
82.0 80.4 +1.6
114,35 25.7 -88.6
340,3 174.3  -116.0
694 .5 49,5 - 645.0
276 4 . 13,6 .- 262.8
165,0 48,6 - 116.4
235.8 = -1016.9

5796.3  1.753.0 ~4,043.3

he Nine: W.Germany,

Denmark, UK, Ireland.

cludes

" ‘Mascherone and Oman,

. Bgypt, Sudan,
Eakistan.

Syria,

the BC, BFTA (8Swi
Tinland) as well as
Bloc (COMECCN
Chechoslovakia, Dem.Rep. of Germany,

Morocco; Algeria, Iraq,
Saudi Arabia, Tunisia,

X soupce: TIPA, ibid, p.108.

e

-Japo
) ‘countries 1nc
Hungary, .

7 lpercentages

Imports Cmsparkeri LRy o

16.5
- 8.7
7.8
6.9
5.8
5.7
5.4
2.7
2.8
42,6
68.4

1.4
2.0
5.9

12.0
4.8

2.9
21,6

100

tzerland, Sweeden,,
n and Canada -
1udes USSR, Poland,

Romania, Bulgaria and

22.2
6.9
9.5

1.5
10.0

2.8
0.8

136
. 100 .

Italy, France, Holland,

e Bahrain,'éuatar,
Kuwait, Libya, Lebanon,
Jordan, Yemen, lLran and

Austria,



Table 6: PORELGN AID AND OREDIT TO TURKEY BY MAJOR couwm&y
' GROUPS AND FINANCIAL INSTITUTIONS, 1970- 74
; . (in million US ¥)
T : " .. Debt T . ,Total for
1970 1971 1972 1973. 1974 Relieéf(1l)  1970;74(2)
p.Germany 41,5 29,2 52,6 - 48,8. 2742, . 154,1 . 199,2 -
“Belgium 1,5 2,0 2,2 2,6 2,7 0 . - 11,0
France 21,9 ¢ 14,7 21,9 9,9 . 3,9 71 7242
Holland 0,5 1,2 1,5, 9,0 - - 12,2
Ttaly - 12,1 14,9 7,0, - 5y 34 - 4L,2 42,8 .
Denmark - 0,4 0,6 - - w0 2,6, 1,0
vk . 11,8 13,0 16,6 . 5,6, 1,6 - 4,9 49,7
E.L.B. 26,2 25,6 17,5 42,0 28,8 117,3 140,0
‘Total EC(3)115,9 '102,1 110,3 1234 67,5 454,3 528,1
_USA on.6 84,7 50,5 - 48,7 24,7 110,8 286,1. .
USSR 29,9 . .39,4 ~112,6 . 54,0 15,0 -+ n.ai. . 251,0
w,B.Group 27,9 37,3 , 38,1 80,0 94,4  549,9° 277,72 .
‘Others -+ 91,7 91,2 #6,0—; 16,9 39,4 ° n.a. 285, 2
Total 343,0 |, 354, 6 366 4 )25 O 241,07 n.a. L. 628 )0

1) Proapct and program credlts, debt rellef on 51 dpc 197W

 2) Excludés’ debt relreLﬁ‘
5) Excludes Shares throu"h the World Bank Wroup.

x

Source:

Avrupa Toplulu%u Iaylnlarl, Turklye-AET Illgkllerl
(EC publications, Turklsh EC Relations) pp.3%24-5
(original Source: OECD publications).

£
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Table 7 DOMESTIC PRODUCTION 07 CRUDE PETROLEUM IN TURK&Y 1955- 77

(in thousand tons)

Share of -

1. Turk Petrolleri A.O0. _
2. Mobil and Panoil (Dorchester).

1959-60 and ursgn, a

Mobil T,A. 1s UBSA owned

3, N.V. Turkie Shell is &0 % Dutch, 40 % British owned.

4. Includes ‘Webil, Shell, Amoseas tnat operated briefiy in
small natlcnal private company.

BP is engaged in distribution only and not in explorations

and production. The major contribution is . made by Shell,
and at a much lower 1eve1 by Hobil.

i .
Source:

TUC, Iconcmic Report

(Original source:
Natural Resourc\,s)9

1979 p. 199

mlnlstry of Energy and

=i

Total Total _
: Prlvate Dom. Share. of Private i
Years TPAOL  Mcbil®  shell’  (FPQ)Y  Prod.  TRAO (%) (FPCI(A)
1955 178,56 178,6 100
- 1956 205,06 305,6. 100
1957 298,1 - 298,1 100
1958 . 328,5 328,5 100
1959 572,9 16,7  389,6 95,7 4,5
1960 362,5 12,7  375,2 96,6 3,4
1961 H14,3 4,2 13,2, 27,5  441,7 93,8 6,2
1962 510,7 51,8 . 52,9 84,7 595,4 85,80 14,2
1963 613,7 56,9 62,4 132,4  746,0 82,3 17,7
1964 631,6 158,3  101,0 289,3  921,4 68,5 31,5
1965 701,3 443,35  348,2 852,8 1.534,1 45,7 543
1966 765,2 . 521,4  712,9  1.275,5 2.040,7 57,5 62,5
- 1967 988,6  632,1 1.056,7 .. 1.736,8 2.725,4 46,3 63,7
1968 1.024,6  673,4 -1.357,1 2.078,9 3.103,5 3% .0 67,0
.1969 © 1.102,3 608,4 -1.830,5 2.488,5 3.590,7 20,7 - 69,3 . 3
1970  1.066,5 477 4 1.943.8 2.478,0 5.544,5 50,1 69,9
1971 933,0 502,7 1.882,4 2.385,1 3.452,5 8,8 - 71,2
1972 940,6 4932 1.872,% 2.447,6 3,%38,2 27,8 72,2
1973 1.026,7 427,6 2.014,1 2.,441,7 3.511,2 29,2 70,8
1974 1.111,3  405,5 1.766,0° 2.171,5 3.309,0 23,6 66,4
1975 1.101,6 25233 1.628,9 1.893,9 2.995,5 26,8 65,2
1976  1.0%0,1 ° 301,9 1.250,1 1.565,2 2,595,4 29,7 60,3
1977  1.070,1 426,0 1.213,9 1.642,9 2.713,0 59,4 60,6

.
o




Table 8:

1968
1969
1970
1971
1972
11973
1974
1975
1976
1977
. 1978

i

TROLEUM?

DOMESTIC PRODUCTION AND~IMPCRTS OF CRUDE PE
1968-78" | - - '
(in million metric tons)

: _ . Value of  0il

Domestic % C : 9 . - imports imports

production to total Imported to total of oil - as % of

of oil 0il used o0il 0il used (million @) total imp.
5,104,5 - 48 3.412,8 52 42,6 5,6
3,599,2 . . 56 2.870,5 Iy 26,5 . 4,6
3.542,0- 48 z.845,1 52 49,1 5,2
5.453,0 29 5.469,6 61 97,2 8,3
3.%288,2. 30 7.,969,% 70 124,0 7,9
3.511,2 27 ©9.305,8 75 20041 9,6
3.%09,0 25 ©9,701,9 75  693,6 18,4
2,095,5 = 2hk 9, 634,1 76 718, 1 15,2
2.595,4 © 19 11.231,2 81 1.002,5 . 19,5

‘2,713,019 11.658,8 81 1.151,6 19,9
2.7%6,3 21 102354, 4 - 79 1.043,5 22,7

"¥50upce: TUC, ibid, p.200
-(ofiginal source: Ministry of Energy and

‘National Resources)




'Table_9:

FOREIGN PRIVATE CAFITAL FIOT AND PROTIT TRANSTERS, 1966-78"

Years
1966A
1967 .

1968
1969

1970

| 1971 .

1972
1973
l974

1975

1976

1977

1978

¥ 5 irce: Balance of payments statistics prepared by
« " the Ministry of Tinance (also reproduced in
TGC, Economic Reports.

'

FPC
Yearly
- Flow

30
17

- 13

24
58

. .

4%

79
.88

153

o '

67
47

Profit

‘ Nef
Transfers Balance
16 " 14
25 - 8
22 ~19 .
22 - 8.
%% 25
56 9
55 8
35 BT
71 16
36 117
85 -56
116 -9
v 0

L




Table 10: FOREIGN PRIVATE CAPITAL FLOW, 197377
(in million liras)

. " No.oef  FDC . ¢ Total .
Years ‘firms  cum. net Capital - % of FIC

1973 ils 2.069 0 m.OH8 45,4
T1974 ' 111 - .1.962 - U472 ) 43,9 .
1975 109 S2.77 0 5.7 . 4052

1997 99 2.480 6326 . 39,2

. _ *Source: SPO, Annual Programmes -




Table 11: SECTORAL DISTRIBUTION OF POREIGN PRIVATE CAPITAL FIRMS
INDER TAN NO 6224, 31 December 1977 |

I MANUFACTURING
A.Food, beverages, tobacco
B.Textileo, Confectionary
C.Paper | - 3 :
D.Rubber tirés
E.Plastics
F.Chemicals
G.Glass
E.Railroad vehiclas
1.Metal goods
J.Machinary
K.Agr.mach.and eguipment’

L.Electrical mach, electronics

M.Cement, Cement products

N.Packaging _
0.Construction materials
Co Total
11 AGRICULTURE
ITI.MINING
IV.SERVICES
A,.Tourisnm
, B.Banking ’ ‘
0.Research engineering
D, Transportation
Total

GRAND TOTAL

(in

No. of TFEC

million liras).

© 9 Share - | % Share

¥ gource: SPO, 1978 Annual Programme

", (Original source: Ministry of Commerce) .

' Ei?4rkd#
OO+~

M
Mo

(p .

WA RO R J:w\n\ﬂ\b\n
C)Q\NOMJ\OQMN\JGNDOWH*J
- ~ -~ LY ] -~ -~p ~p - -5 - - e -~

o\
O O
N\

~w

'_I

an W

in the Total of
Pirms Flow Sector Capital FPC.
9 148.3 6.1 256,5
2 - 21,1 1,0 . 2%,0
1 48,7 2,0 86,9
3 225,5 9,0. 578,0
1 3,8 | 0,2 " 9,9
23 465,4 - 18,9 976,0
1 45,5 2,0 550,0
8 675,7 27,9  1725,5
10 99,5 0,5 546,6
5 55,1 0,5 128,1,
2 6h,1 2,7 2420
17, 315,7 12,8 589,9
1 - 24,0 1,0 80,0
1- 1,1~ 0,0 2,1
1 0,6 _9,0 _ 12,0
86 ~2i91,0 88,3 5I06, 5
1 1,0 0,0 2,0
1. 20,0 . 0,9 20,0
6 210,4 8,7 449 .,2
e 51,6 2,1 435 4
i g,g é’e 10,0
L 1 4,5
1T 2685~ 10,8 97,1
55— Z080.%  TO0% 53056

OOWwo OC

5
0 -
8
9
7
0
2
2 .
o)
5
2
0.
0
0




Table 12:- DISTRIBUTION o7 SOREIGN PRIVATE CAPITAL (FPC) FIRMS
| UNDER TAN NO,6224 BY COUNTRY OF CRIGIN, 31 Dec. 1977

' % to  Total Capt. ‘% of TPC
. FPC - Total  of FEC . to totaik

N ' Low TPC firms Capital. of
Country - 10ine’ T{aillion TD) Tiow  (rillion TL) FEC firms -
F.Germany - 24 .. 3200 - 13,2 725,8 45,3

- USA | 19 398,5 16,0 1.567,5 25,4
CAustria - . % 30,5 C1,1 44,7 68,9
 Belgium 4 55,0 | o2 BBL,2 15,1
- Denmark R 88,6 3.6 0 as?,9 . 35,7
France & . 4084 16,5 877,9 46,5
Holland - & . 1225 4,8 184,7 . 66,0
UK 4 58,1 2,6 5.2 - 40,3
sweeden™. . 2" 55 0,2. 22,0 . .25,0-
- fwitgerland 1l 213,53 10,8 429,9 56,6
Italy 6 280,1 11,7 - 682,9° - 42,3
Japon . 1 80,0 3,4 T 200,0 . 40,0
Canada 1 51,0 2,7  100,0 . 51,0
 Kuwait Sl | 240,0 10,6 600,0 40,0
CMix- A 80y9 - 3,2 _133,1 . 80,7
TOTAL 92 2u80,3 | 100%  £.325,6 39,2

¥ source: State Planning“Organization,

1978 Annual Programme.

c o - . . - b
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Tablo 13: Turkey's Tourist Inflow and Outfloﬁ for Selected countries,

1975%

' (in'thousand) ; ) ‘_‘." - - \1
3 . Tourist Tourist - :
Country Inflow Qutflow . - ' - . ‘ !
USh | 97,7 . 55 BN
Austria - 31,5 16,5 : B : '
F.Germany 191,2 :,:'-76115‘ ‘
France . 87,7 - 27,7
Netherlands 29,5 25,3
UK 75,50 10,7 - .
Sweeden 27,6 2,9 '- S RS
"Switzeriand . 51,6 17,3 ' - : Co o : |
TItaly 61,7 11,6 . e
Iran 38,7 3,1 : : : : e
Suria - 24,6 28,3
‘S.Arabia o - 18,0
Total 103%,7 1011,4 ;
S R R *
| §23£g§;,SIS, Statistical Yearbook of Turkey 1978,pp.221.2%%.




Pablo 14: TOURISM BATANCE, 1969-78

- Years

1969
1970

1971

1972
1973
1974
1975

1976

- 1977

1978

..ﬂ~

Tncome_ =~ _EXD.

36,6 41;5
51,6 47,8
62,9 42,2

103,7 59,3

17,5 9340

19%,7  .152,0

200,90 1550

 18015 20739
Coom,9  268,5

230,4 102,5

Source:

Net
. Balance

- 5,0 L
3,8 SN
20,7 .
v
78,5
41,7
45,9
”2714 
—6537
122,9

TGC,'ECOnomic Report, 19?8,p}565 o

(Original source’ Ministry of Finance)‘




Table 15: MANUFACTURING INDJSTRY, DOMESTIC PRODUCTION , - DOMESTIC
 DEMAND, EXPORTS AND IMPORTS BY SECTORS, 19?5# '

Domestic

current (1975) prices, in
million Turkish liras)

“ Domestic .
Sectors Production Demand _Bxports
AGRICULTURE 185.878 | 5.449
MINING 13.298,7 27-965,2 - 1.627,8
MANUFACTJRING | - B
~ INDUSTRIES:. o S , oo
Food 97.684,5 86.372,2 5.196,0
Beverages 4,906 4,766,1 5,1
-Tobacco - 9.137,2 9.137,2 2{600,7 (2)
Textiles, conf. 45,620 45,732 21.814
forest prod. 10.057  10.002,2 -
Paper . 3,070,8  3,476,5 11,8
Printing 1.904 2.054 5,1
Leather, prod. 9.%18,8 &.228 1.031,2
Rubbery tires . 2.278,8  3.133,1 .4
. Plastils - 3.483 - 3.497,7 55,3
Chemicals .~ . 13,847 19.292,6 284.,9
" Petro~chemical 4.258,8 7.336 14,1
Pettoleum prod. 26.394  26.655 916,53
Chem;fertilizers 4,764, 7.607,9 . -
Cenent A , 4,302 4,967 317,7
Barthenware, ¢ement . -
Products 3.,846,3 4,074,1 10,2
Glass i N 1.90%,8 1.716,2 261,7
~ Ceramiecs - 928,1 1.206,7 0,4
Iron, . steel 17.664,2 22.574,1 15
Non-fer: metals 5.5%6,8 7.179,8 270,5
" Metal. products 9,150  10.571,7 18%,5
» Non-electrical . < ,
rachinery(3)- 15.427,3  50.647,3 172,5
Blectrigcal mach,. 6.185 8.494 9 -
Measuring and - : S '
Control instru. - 194,11 1.231,9 795
Electronics. i 3.180. - 5.326,5 3,5
Automotive (exc. '
tractors,inc.big . ' - :
repairs) | 13.146,2 16,463,5 132, 4
Railway  vechicles 1.132,6 . L.454,2 -
Shipbuilding and ‘ _ ' o
Tepairs o 1.0%9 1.212.8 25

(1) Includes imports of investment zoods as well as raw
- and ilntermediary materials ,
(2)*Prom stocks left over from previous years, note the
discrepancies between columns(l), (2), (3) and (4) for
the other sectors can also be explained with stocks -
. (3) Includes tranctors and other adgricultural equipments
and machinery ' -

#Source: State Planning Organization, 1977 Annual

. Programme, (Tables: 66 to 189)" -




Imports

2,096

16.023%,9

2.924,8

712
50,5

417,5

128
1%1,5
438,%

50

5.704

2.991,3
'1.211,9
1.892,5

. 186,7
o 4.1
57,1
9.613,5
1,774

1.605,2

15.%92,5
- 2.518 :

. 1.045,3
2,150

4.916,2
- 321,6

108,88

- Table 15
(laterally conb.)

exports
minus

21,9

imports

5.553

~14.%96,1.

2.271,2
12,2
2.600,7
1.102
-50,5
-405,7
-124,9
899,7
~404,%
-14,7
~5.419,1
~2.977,2
- -295,6
~-1.892,5
317,7

~176,5
" 187,6
-36,7
-9,598,5
’1-505a5
-1.421,7

4

~15.220
"2 . 509

~—2,146,5

—4.78%,8
b -321,6

-173%,8

=




AREAS OF ECONOMIC COOPERATION-BETWEEN TURKEY AND THE USSR

APPENDIX I
x

I- PROJECTS INVOLVING CRIATION OF PLANT CAPACITY

(in million TL.)

Q0~J.CN\JT AN O -

o : , foreign = total cost
No. Project. . _ . . . financing of project
1 Orhaneli lignite operations 313 965
2 Can ligriite opeérations . . - 213 2.80%
3 Hasan Gelebi mining operations 5.518 1%.225
4 Mugla, Tinaz lignite operations o 125 312
5 Agricultural insecticedes 100 300
6 Cdpa01ty expansion, AliaZa reilnery 1.800 - - 3.000
7 NWew refinery 2.879 5:225
8 Capacity expan51on, Seydigehir Alumlnum
) installations. 852 %, 243
9 Second capacity expansion, Iskenderun ‘ , .
iron-Steel Plant (ISDEMIR) ~ - - 31.250 82.787
10  Pro-fabricated construction elements 150 -~ =00
11 Iron and steel casting proaeCu : 292 784
12 ' Iron forging prcject ‘ 453 1.081
1% Hydrolic machinery . 350 800
14  Plant for manufacturing 1nveutment equip-
. ment (for sugar, cement, fertilizer
plants and reflnerles) L7 1.504
1% - Heavy electro-mechanic- equlnmenf plant . 802 1.915
16  Orhaneli thermal power plant 2.300 4 ;050
17 Can thermal power plant . 6.470  11.120
18 - Kavsak-Catazlan-Kirimli dam 6.000 17.000
19  Atatiirk (Karababa) dam . S 19.000 - 38,310
20 Jlisu dan - 5.600 11.610
21, . Batman dam- _ , ' , 800 2,180
22 Turkish State Railroads, materials and ,
equipment purchases . . - 500 00
Lotal 86,294 204214

'II PROJmCTS INVOLVINu TECHNICAL, KNO™ —HOU.

. Transportaticn of natural gas . ‘50 - 100
Sinter magnesium-based bricks . 25 50 -
Nuclear reactor project : X 75. 150
Transfer of electrical energy . _ : 100
Ankara subway project : 25- 50
Istanbul subway project ' : 50
Sivas-Iskenderun railroad ) i 50; - 100

_Expansion of Blacksea ports 25 50 -

Total: 335 650




APPENDIX T cont.

 III-PROJECTS GEARED TO THE NEEDS OF USSR ‘
| - (in million TL.)-

.

, . - foreign N total cost
No.. Project: . : financing  of project
-1 _Igdlr 1nuegrated cotton 1nstallatlons 197 ' 855
2 Erzurum shoe factory : 21 120
) Corum velvet installations 42 226
4 ~Izmir confectionery installations 41 123
5 Kayseri cotton installations : &0 247 0 a4
6 Wazilli cotton installations 456 S
b Capacity expansion, Denlzll cotton '
o installations 329 414
8" Standard furniture and parts - - 100 : 500
9 Satsuma (Aegean tangerine) Droductlon 50. 200 o
10 Akdeniz. (Medlterranean) vacation T B
village . ‘ : 250 1.350
' Total: = 1.566 . 4,359
©IV- TECHNICAL COOPERATION
i Petroleum exploratloﬁsg drllllng 90 220
2  Manufacturing industry, project services 100 . 250
5 . Railroad vehicles, equipment and . :
maintenance methods ' 30 i 115
4 Communlcatlons, tele communications 75 .. - 150
Total: 295 735
" GRAND TOTAL:' 88.180 209,958

X Source: Onder Arl, 1b1d (original source: Ministry
of Foreign - Afzalrs)
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ECONOMIC POLICTTQ PUFQU““ BY TUPKEY,'?ERFOPMANCE OF THE -ECONCMY
A¥D THEIR FPFECTS O HT_TD HTET PHATIONAL BCOWOMIC TELATTONS

Prof. Dr, Miikerrem Hig
I.U., Economics Faculty .

A. MAJOR ECONOHIC PRCBLEMS CURFE?TLf TACED BY TURKEY
The economy of Turkey -to-day faces verylsevere prcblems listed
beiow: l | |
i) Bnalonce of payments ﬂeficité due to increased pe troleum
import bill, fas? rises in the prices and velume of im-
ports in generanl as onposed to relatively slow rises in
nxports- o trode Acficit of 3,2 billiondollars in 1976, : :
. 4,0 billiongdollars in 1977 and 2,3 billiondollars in 1978.
g ii) Contlnuatlon and acceleration of 1nf1nt1on, ﬂpachlﬁg 29, n
' in 1974, 10,1 % 3n 1975, 15,6 % in 1976, 24,1 % in 1977
and ﬁ?‘6 % in 1978 according-to wholesale price index pre=-
pared by the Ministry of tommerce - (1) .
1ii) Devnﬂtnono from the u0u1110r1um sxchange rate; inéﬁffi«~
| ciency and inefficiency of the devaluaticns and exchange
_ rate adjustments implemented thus- far. {(2).
i#) Production shertages tnnt\amose fvg Yo shortages of for-
elgn exchange; sharp rises in the Hlac“mavhet‘prlres of
. iron anﬁ steel, cement, fer tlllzorb, chemicals, automﬁtlve
ehaclcs and in all indus trlql goods ma anufactured with
lnportbﬁ comnonents and baogic mnfevials.  _
'v) The’ dr stic fall in *he cuP gwmvth vate from 7,7 % in.
1976 to 4 % in 1977 and 3 % jn 1978 (in 19 8 prlces)(?) -

T 1) Turkish 1 Unlon of Chambers, Iconomic Teport, 1973, P. 403.

2) For a long 1list of devaluations and exchange rate, adjustments
gince 1971 see: Turkish Tndustrialists and BuSJnesqmen'ﬂ
Agsocintion (FUSIADY,. The Turkish Economy 1978, P. 143,

 3) State Institute of Statlstmcs (qu) ng};y;fLiggggqggL;gggggg
' 19”?~ 977 and 1978. } .




v1)

N

The rise in the wote: of domestic. wurplus laber in 1977

to 2,175 thousand or tc 12,5 % of total Aomestic civilian * .
lebor supply; and increase 1; unemplnymeﬂ+ {estimated as
241 thousand as those seeking employment and 1.194 thou-

sand as theose who gave up seeking employment, (4)

Parallﬁl to the zmergsnce of The gocenomic problpms‘ﬁﬁsfmd ahove,

considerable changes Were w1hﬁnessed in Tur key s Jntu naticnal eco- -

nomic and

1)

In

ii}

111)

pcljtical.relatjons, ag follows:

The foremost quest1cn was the ne?ﬂ for a large sum of
forearn QJﬂ and creﬂnt 11c1uﬁ1ﬂg the pcs1ponementof matured
debts, the delay encountered 1n Turkey's negotiations \
w1th the IN¥ and the. Wegtern Countrnes in getiing a;@ .ani

the lnsuffac:ency of the amount of aid obtained.

adiition, the follbwing tendencies became manifesti:

turkey’'s relations with the EC éntered a pericd of stag-
hation since 1974. To-day, at a time when Greece has S Al
been accep’cefq for'ﬁﬂl'memhership, murkey -asked fogﬂob—
tained a 5- year frecze of her obligations to the EC.

There was a coo]ang of Tur‘ev s pol:t:cal re1a11ons with
the USA and seriocus problems succeeded one ancther, such '

as the Cyprus iseue, the USA arms embarge, the fa .te of

‘US military bases over the [Turkish tewritory, ani the flight

of U-2 planes cver the Turkish ter“1tory for the verifi-
cation of the uALT 1T arrpempnT.

There was a softening in Turiey's pol1t1cal relations

with the USSR; and, a rapid expansion in ecconcmic relations.
In.partipular, Soviet crédité were increased conSiderably '
to cover several investment projects, Among these, the
TPAO(The Turkish Petroleum A.0) veache4 an agresment with
the USSR for oil explorations and Arilling. Similar ex—
parsions were “ep:ﬂta ed alac in Turkey's econcmic relaflons

W1th the Balkan COMBECOM countrleu.

4} State Plaaning vaﬂnzzatlon (%PO), 4, Tive Year Development Tlan,
Table 19, p. 26. P '
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AN

) gor01gn trads with Middle Bastern and Islamic countries

ﬂos 00ﬂ51ﬁe?ably aince 1974, initially Aue fo petroleum _ a

, e .
. *
‘ pruce rises ard the petroleum import bill, This was Tol-
lowed by some expansion of c”eﬁzts granted by these count~
rics to Tuey, Turkish Lknﬁfts sending of worters, and

constructicn unﬂerta ng progacts obtﬂlneﬂ

Some fifures helow wall confimm the ahove. Wurkey trade —

volhme (exmeorts plus 1mpo“*s) with the EC Jncreased in bsolute terms

by about 3,7 tlwes between 1969 anAd 19:R But the share of EC in : .

Turkey's fccengn tra ‘e went down f“cm A7 5 % in 1969 to A3, 0 % in
1978, the share of USA wenht down from 16 % % to 6,3 ¢, the 0ECD count-

ries ingeneral from. 76,7 % to 62,4 % (5). Forenfn trade with the

USSR dincreased in absclute te-ms by about 2 t1mes but percentage

wise, it also Agclined from 4,7 o r“own to 2,5 % (5). A major reason

for the fall in the shares of EC, CECD in general, and the USSR

was the rise in the share of Middle antern countr1aq due to petro-.‘

1eum price rises. There wan, howeve an nccele ation in Turkey's

trade with the USSR as compared %o the prevzous perzods. In adaition,

the rzcent ﬂgrecment with the USqR“fov ecoromic coepevaticn and

foreipgn aid has reacbod cons:“ﬂrable pronortlopo {6). Turkish ex~

ports to the USSR =nd Balkan COP ICON countries formed 16,9 % of

total exports in 19 59 and 14,2 ? in 1978; luﬂkey s 1mporto to the

same formed 12,3 % and 8,3 ¢ in the respecblve years (7)., Toreign

+

trade with' the ¥Mi“dle Eaét,cquntrieé, on the other hand, went up from

B.

abocut the wconomic prcblmm eﬂCOuwtereR and the recent chnnses witm

6,7-% in 1970 to 21,4 % in 1977 {8},

EXTERNAL AND POLITICAL “KC”OTU IK TH ECONOMIC PROBLEMS
ENCOUNTERED

Diferent intex preua+1ows have .been made by Aif~erent au%horu

nehsed in Turkev s Jntewnqtjonal Lconomlc relatnons. In fact, thess

top1cs have been aﬂﬁ will remain wubJect to heated pclemics by Aif-

ferent pelitical parties and by different ﬂoctrlpanre schoels.

-_---——-—“.—-—.,‘.——-—————-—_ﬂnu—_——-mwu--—_-.n‘-_——.-,._.__n-m—-a ----- e oh AR s L e e e g e et et

Unicn of Chambers, ibid, ppe 552-3 (orjrinﬂl seurce: Ministry of
Commerce) . _ - ~
See: Opfer Ari's paper rresented in thisg seminar; also see:

TUSIAD, ibid, pp. 116-17,

" Union of anmbers, ibid,pp. 561-2 , . ‘ i;

TUSIAD, ibid, p. l44.




i)

An‘attempt ‘will be made in thls paper for a more objective and comprehénsive

apprnisal of the geveral factors that have p1ven rise to the severe

eCOﬂomlc,prohlems Turkey faces to-day and the factors that caused the

recent chonss in her 1nLe1nw+1cn a2l economic relaf:cns. In part:cu_ar,
an interrelation will be established between the cconomic problem. T

p N Y - . - .
Turkey faces and the charges in her internnticonol relations.

1) Rises in the Prices of Petrcleum and Other Tmnort =

. Commotities |
Several raor fpcters contyibuts a to the econ mic n“chlems

currently faced by Turkey. Cne such facter was obv1oqu th quairup11ng
of petroleum prices bv QFEC since end 19"? w:thln a wcr:od little L
over a year, followed by rises in thie r1ces of industrial goods.and

the conéequent sharp devline in Turkey's termu of trade. Thgse have
dscidedly nlave? o+ important role in Turkey's bolance of payments
deficit an in the inflation she encountered as well as in the .
evartuEl 1ow1ng d owm ofn her GNP grthh rate. But this was nelthur the
scle ner, im accor?ing to the views of the author of this NEHET

the mggorfadxm 1n the aconcmnc crigis Turkey faced, It is, howevér,
next to impossible to ouantlfy this assessment accurately becnuse
at about a time when OPEC raised 011 prices ﬁomestic production of
'petro]eum in Turkey storted falling due fo adverse economic policies
pursued in this field, To cite, total domestic proﬂuciaon of crude
petroleum recached a neak of 3,5 miliion tons in 1969; 1,1 mllllcn
. tons by TFAC and 2,5 million tons by priva+e.ﬂn3 foreign nrivate
can:fal (FPCY comnenies. By 1977 total Aomestic wreduction was dewn .
.to 2,7 m:l]:oﬁ tensy 1,1 millicn tong by TPAO and 1,5 by re
companies..Consequent1v, the volume of imperts rose from 249

million tons in 1969 to lO 4 tonms in 1979 (9). —F

Ws have no way of estims ting to what level domestic production ;f

ne troleum céuld have renched had Tur“éy continued to ancourafge

JnVPqthnt of FDC comratries in netrcleum. Turibhex m1stwkes of p011cy

were made by delaying investmenta in several thermo and hvdro—elecfric

energy nrojécts (10}




v

2} The Cvprus Military‘Inte%vention andgghgwgyglggggtjon of

Peace Negot1a+1ons

The Cyprus military Wptarveﬂtnor (called in Turkey The
Cyprus Peace Operatlon) and, perhaps more imﬂortant, the ﬁndue»
prolongsticn of the ensuing. neace negotnaf1ons or at least the
impression ri: htlv or wrongly ra11ed abcut Turkey's Aeliberate
prolongetion of the reace nagotiations, nnd the supsﬂouent US arms
{ embarge have dscidedly increased the peeﬂ for Turkey's milltary .\\
rreparaime@q and thus hrough+ aﬂd1+10nal hurdeﬂs to the povevnment
budget.os well as to her b ]unwe of —ayme “to It also couszi Tvlﬁtlﬁno;
Turkey's o olitlcal relations Wlth the US and. the Western countries.
The Cyprus issue was, thcrefore arother 1mportunt factor that contr1buted
to Tﬁrkey's’ecohoﬁiC'problems. Tt was, mordover, “gturning point that caused
Turkey " t5' make Adeliberdte chaﬂges-infher ecohomic¢ and political 1nternat1cnql
relations. | : '
3) The Attitude of the Weuterﬁ Countries "nd of the. IME

towards Turkey .

" Another factor cited by some polttl,zans pclitical scientists
and economists is the alleged negative attitude of the Weét, and
‘foremoqt of the U“A‘and the EC countries tcwards Turkéy. mhe reservation
ahout the USA stemmed basically from the Cyprus dispute and culminated
w1th the arms embargo. It came over on already spreading .o nti—Western
and anti-USA doctr1§ﬂ1re movements a~d thus srengthenad the mood in
the Turkish intellectual, aAministrative and polwt:cal circles to |
attempt attain an tindepenient” poqture meennng less deendence on
the West and the USA, Th:s gnve vise to a re- evaluanticn of Wurkey 8
political relatiens wztn the USSR and the Balkan COMECON countries
qs‘well ag with other country grouvings such as the Middls Tastern
Telamic countries and the Third wortd., It also r_‘.ave rise %o attempts
‘to develop Turkey's own nati cnal defense j“ﬂﬁstry. In the more
recent years, developing Turkey's ovm naticneal defense industry

was seen more realistically as an area of cooperaticn between Turkey

..-...._.._........_._...-..._........._......n,-....._............._...__'.-.._..._.-................d--.ﬁ..m.u-_.mm........_....-..-...

¥

9) Union of Chambers, ibid, pp. 169-200 (o*nglnﬂl ‘sou ce: Ministry
of Energy and Natural Resources\.

.10) For details, agnin refer o UnJon of Chambers, Beonomic Repertis,

1975, 1976 and 1979; also rcfer to: TUSLAD, ihid, pp. 93-78.
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the USA and NATO covniries as onnosed SO necoming less
~dependent from the latter.

The coolinz of relations with the " also started in
the years 1974, 1975 with the Cypras igere as well as the
growing oOf Turkey's balance of payments problens. I was
also fneled by zrowing anti-EC dectrinaire movements of
hoth Tadical left and rmight. 7gilnre of the EC to moed
Turlkey's demands for more aid, raduction of tariffs on
Purkey's agricultural products, freedenm of movement of
workers, ‘the imposition of 1imits and quotas by the EC on
Turkey's textile exports, as well as the EC's decision to
accept Greece to fuilnmembership,were'all internretad as
declining interest the 70 showed towards Turkey. The balancs
of pavments prohlems, a8 well as fear from competition from
the EC industry alsc made many Turleish indastrialists
doubtful abont the advantares of Turkian-EC relations. In
the more recent years, NOWeVETL, the pro~EC stand has arain
- gained considerable support, particularly amons incdustrialists
and the business community (11). Turkey's relations with the
UsA and with the EC are subjects of other papers in this
seminar and will not be explored heres any fpther. Bub we
must stress here that the arsiment about the "negative"
attitude of the West needs a much more careful and unemotional
weighing of events, ineluding the negative effects of policy
mistakes made by Turkey. mupthermore, in the wWoTe recent
vears we witness "ess negative” attitude from the West,
and alternately Turkey seems morec willing to correcct some of
the policy mistakes ahe made in the past (12).

A parallel dispute ensued Over the Turkish~IMF nego-
tiations since 1977. The prolonsations of the credit
nezotiations with the IM7T and demands of the THF with
respect to implementationof"alarge scale devaluationg and
a tight anti-inflationaxy nolicy oOF austerity program Were,
at first, viewedas tooO tpigid" and as iackinpg conccrn for
Turkey's trouhled democracy and her military-strateric
importance. Such rhetoric again hid from the Turkish
public the mistakes of ecnomic policies that Turkey currently
was making which contributed to inflation and balance of
payments wroblems she raced. Economic necessities and
questions of domestic policy finally led the Turkish
sovernment to come to terms with the IMF gtipwlations of
cconomic policygend SﬂSwiﬂL-Hheixker 9# pakonte.

—_..———.-._.—.---——-—-”——-—-...-—__-—.-m_-.—..-.—--...-....-ﬂ-—-..p—..__..._.,-—'.--\'-—v e e e . ke i e o e S
-

11) Witness, for instance the varions publications and
newspaper statements made bY the Ecomnonic Developnent
woundation (Iktisadi Kallrinma Varfi - IKV) or 1ts
representatives, The IKV is an institution fouvnded DY the
husiness community o promote Turkish-EC relations and

to carry regearch in this field.

12) Refer, for instance to the confidential Tencers on
Turkey Ny the IMF , leaked to Turkish newspapel Milliyet,
August 6 and 7, 1979.
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it was 1,73 and in 1978 2,288 thousand dollars (1%). The rise
in the import bill to Middie Eastern ond Islamic eovntries

was followed by some expausion in eredits ~ranted by these
countries, Turkish exports to these couniries, e R —
workers as well as the carrying through of some constriction
Tnderbakingoy In view of the isolation Turkey felt in the
aftermath of the 1974 Cyprus Operation, she sought political
accomodation with, the Middle hetorn and Islamic conntries
and reached an azreenent of princinle concerning the Cyprns
versus the Talestinian ignue. The growing infilvence of the
Hational Gsivation ¥Farty and itge strong relimiovs goand has
led many Yegtern obhservers to ponder whether Trrker was

riving away Yesternization and eatern Gics in favor of
acqulring an Tslamio identity. This, however, was a wrong
interpretation of the current and the future situation of
Turkish Polities."This mistake manifested itself arain aftter
the Islamic Revolution in Tran when many Western cbsgrvers
started looking for Turkish Avetsllahs, in vain, as they also

soon found out. Anobtner possihle canse of concern was Tirkey's

.expeanding cconomic ralations with narticvlarly the mnore

redical Islamic countries, o:ch as Libya and Irag. Jub,

inereased relatiouns with Libya stemmed From mersonal atiech-

ments and Moslen priorities of the Taihvan covernment while

rivalry with Syria may have plived an important rcle in the

case of Iraq. In fact, the less than satisrtactory expansion

in the economic relations with other Middle Fastern countries

mayv be attrihbnted to adverse sconomic policies followed by

Turkey s ch as those leading to the neplect of expovts and

those reducing the trangfer of technolomy from the IC _
conntries, USA and Japan. Pursving more pr@per;860nomic '
policies, cleoser economic ties with the West and the TG

conld have expanded Turkey's cconomic relations with the ‘
Iiiddle Sastern countries more than is ectually atteined, at D
least in .absolute terms., Pérceﬁtagewise]'hoWé#er,it could have shown an o
inerease in the share of trace and economic relations with

+he 30 and the Western corntries, comrared To the actral

figures attained. ' '

¢. THE MAJOR FACTOR: WRONG DEVELOPMENT STRATECIES ARD

GCONOMIC POLICIES PURSUED BY TURKEY; A CHRONOLO S LCAL
SURVEY :

- The main theme of this paper is that tae balaace of
payments crisis Turkey faces to-day and the recent changes
in her international ccon~mic relations cannot be attributed
solely to such ewternal factors as Lrice rises in wotroleunm
and imported industrial coods, the "recative” attitudes
of the Western covuntries, nor to the chaningg ceconomic and

13) imion of Chambers, Feononmic Berorts, 1979 (pp. 201, 564} ‘

and 1676 (p. 556); original Sonrce: Mimistry of Commence
B vy BT - ’
and Pinistry of Tinance.
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Middle East and the era debentefwith the UBSER. The more 2
inportant resason had been the nrrgrance by Turkish governmeats

of wrong development stratesios and cconomic policies that

caiged inflation and halance of payments problems and at the

saue time created a considerable nmrsed potential in Turkey's
economic relations with the Western countries, in particular
with Tthe #C and the USA. Neither can we attibute the wrong
developuent strateeies and economic policies ouly to a

specific period or governwent. .

vpolitical conditions in the woréﬁg such as the now oil-rich

Tn this connection we mmst Tirst uote the wiong T
economic wolicies nursued since 1950, in fact, sinc2 1923
£1i1ll wresent. These wrons policies can he surmarizel as

Xcess encourasement of import-substitute industries, relative
reslect of euport indrspies and foreisn excnanse garning
sctivities, excess inflationary financing of ascononic deve-
lepment and over-valued evrreoncy practices, all of which went
tce make Turkish economic development and indnstrialization
inward-oriented, antarchic and do endent to ontside for
imports and for foreipgn aid gng credit. '

The prohlems that the Turkish economy faces to-day,
however, stem mainly from those wrony development stratesies
and economic policies pursved since 1971, 197% and 1974.

hese can be traced accordin® to the periocds of different
movernments, as below.

1) Economic Policies Pursued in 1973, 1674 and BSince

In the field of metrolenm, the 107% Petroleum Reform,

Law cave the priority of exploration and ‘prodnction to the
public sector. (irfeffect, the TPAO) over the private sector

and foreisn nrivate capital. It also prevented opening 'of '
new refineries or espansion of euistins rafineries by the
rrivate sector. Further restfaints were imnlemented since

197% and particularly during 1974 by noldinm down the price

of crude petroleum iwnnrted hy FTRC comnanies lower than the
zulf 1list price and also by ¥eepingz down the price of domestic
nrodiuction at considerably low levels. The difference hHetween :
~the retail and production price was intendsd to go to the . o
public sector (TPAO) for finameing ocxXplerations, diliing and :
domcstic production (i4). These policies led to & decrcase :
in investments of theFPC comranies and hence a decline in,
their production since 1969, from 2,5 million tons down to-
1,6 in 1978, Financial difficulties and technolomical
constraints, on the other hand, forced the production of
TPAO to remain anout the same, at around 1,1 million tons.
Thus, total domestic production deeiined and conaumption
requirements expanded at a tine when 0il prices were more
than quadrapled by OFEC. In 1909 total domestic prodvrction

14) Tor debails see: Hconomic and Social Studies Conferehce
Board, Tiirkive'min Petrol Politikasi (Turkev's Fetroleun

Policy), Istanbul 1974,
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of erude oil was 3.5 million tons, or 56 & of total consunption,

and total impnrts 2,9 million tons, or 44 % of total consumption.
In 1978 total domestic prodrction went down to 2,7 nillion

tong, or 21 % of total consumption while imports rose to

10,4 million tons, or 79 v .of total cousumption. The total

0il import bill in 1978 . was a little over 1 bpillion dollars. (15)

_The necative attitude towards the private sector, FIC
and joint ventures was witnessed not only in the 7izld of
petroleum, enercy and mining but also in the manufactaring
industry, particularly ‘n the assembly-line industries
encompassing the avtomotive, electronics, electrical home
appliances, as well as in rharmacenticals in all of which
joint ventores and licence agreements are dominant. The Law
No. 6224 eon the sncovragement of = fdreisn private capital
enacted in 1954 contains very liberal clavses while the
%, 7ive Year Developuent Plan (1973 --1977) accepted and
passed as law in 1S7% containsg what on paper, seem only
reasonable controls with Tespect to development priorities,
plant capacity, transfer of technology and balance of payments
effects of TPC investments (16). This is often used --— £OT
misused -- hy many Turkisgroliticians$ bureaucrats and
doctrinaires as proof that' ¥¥C flow is encoura~ed in Turter
mut fails to flow in adeguate amount. Alternately, it is '
argued, FPC flow fails to effect the markish econony and her
halance of poyments favorably. In fact, however, desplte a
1iberal. law and raasonable controls in the % 1152 , the
actnal implementation of policies concerning =PC had heen
discouraging since 1974. Varions devices were used to
discovrage 7PC de facto. The most effectiv@,di&coucagement
measures were the prolonsation of permnissions for new invest-
ments and ewpansion of existing capacities, refusal. for expansion
of existinm capacity of joint ventures on the hasis that
estra nroduction were not nesded even when the indngtrial
sectors in questicn soon showed acute nroduction s'.orbages
and necessitated imports, as-in the case of traetors and
ruhber tirss; delays in ~eanting price rises even in view
of rapidly risine manufacturing costs, etc. The laster

was implemented strictly particnlarlycdiring 1974-76 and

was later somewhat relaxed by new egulations, We may nlso cite here the

refusal to nermit the private sector and ¥PC 4o enter into e :

manufncture of the diesel engine for the automciive industiry and for use.

in asriculbure althovsan the application to this onl weg ‘

madé by ti:e private sector and FPC ir the eavly 1070's,

Preferences of the government first lied in the menufacture

of the diesel engine by the public sector (MKEXK - Machinery

and Chemical Indugtries Institution). Later in 1976, it was

granted to TUMOSAN by the Ministry of Industry held by the

National Salvation Party, a coalition member of tle 1976 Natic:-

nal Front Goveranment. TUMOSAN is classificd as & verhers—fIrn
LS s o e b o S e S

¢_Roport, 1979, Pp. 200-1.

Tor details sece Cihat Iren, Tifhe Grofth.of tnc rrivase

.15§'Turkish Jnion of Cﬁambéfs, Econcul
16

—~ %

" Scctor en Turkey',. in Turkey's and Other Coonli
- Experience .with the Mixed Feconomy, L.Y,, Rocnor

e

79.

Taciity, Lstanbul, 19
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corporation but it is whelly publicly owne?, about 5% of its
capital is supplied by the Ministry of FPinance, and the rest by’

various SER's and public bonks,

. 5. TUMOSAN has vot to start wmenufact irings
One?atﬁons dne to finanecizl wnroblems. These and similar

decisions sach as for the case of tractors, chemical fertilizers,

etc. were responsible for creating ﬁ?)c”fklon OOCt]omecks

blackmarkets and for rising import regnireme

iii) Arain, there was a rapid acceleration in inflation
gince 12971, The Jnflatlon reached peak 1wve1 narticrlarly
in 1974 with 29,8 % and later in 1978 with 52,6%. Sinée we
use the wholeoale price iodex of the %inistry of Ceoamerce in
which weightine of commodities is outdated and hHlacmarket
prices are not taken into account, the true consumer index
maast have risen1nueh nore. In the 1974 inflation, thz rise in
the prices of oil and other iwported bhasic materials and
intermediary «cods as well as the increased expenditures due
to the Cyprus military intervention decidedly played a
consgiderable role. But, inflation in 1974 and since was mainly
the result of 1ncreases in demestic expendit res and censeguzat
neney supply. To cite, the losses ~f tue State Economic
Fanterprises (SEE's) roached 10 biliion liras in 1977 and
together with the investments programmed of 62 hillion
liras, their financial reguirewment reached 81 billion liras,
During the course of the vear, increages effected in the
prices of commodities manufactrred by the BEE's and some cuvss
in the investment program brousht the financial req'ircmentg
down to 58,8 billion liras. In 1977 money supply increased
by 358,% ollllon liras or 44,2% (17).

The Central Dank has to-day hecome v1rtaally the
financier of the puhlic sector only . Note, for instance,
that in 1977, ocut of total Central Baﬂk credits of 175, 5’
billion liras, 119,6 billion liras or 68,2% went to general
budge® admlnlstratlonsand BEE's, 21,2 billion liras or
12,1% went to agricultural sales and credit cooperatives
for the {inancing of supnory ourvlascs5 and only %4,5 billion
liras or 19,7% went to the private ,Ouor {(18).

2. Economic Policies Purswed in 19’75J 1976

Leonomic polrcies pursuced during cne years 1975 and
1976 also contributed to the economic ills faced to-day. In
these years 1nfla+1on rate was slowed down from 29,3% in
1974 down to 10,1% in 1975 and 15,6% in 1976. The ~ate of
GNP growth, on #ne other hand, was helid at considerably high
levels of 8 ,0% and 7,7% respoctlvely, et the foreign trade
deficit contlnued %o expand in absoluie terms from 2,2 billion
dollars in 1974 to 3,3 billion dollars in 197> an11592
billion dollars in 183‘76a This deficit was financed by
various sources. rForemost, the 1970 devaluation and the
acceleration of remittances of workers abroad had enablod
Turkey to accumulate foreign e -hange rescrves waich hegmar
to be nsed since 19%4. The r@serves-went down frow A be uk
17) Union of Cnambor%, BGOnONLe Lc c:ur“l.:,j Q,y PP 17 4§20
18) Turkish Central Bank, Honthly fulletins.

P e L L
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of abdut 2,1 billion dollars it Jammamy s ol Gown 50 1,6
billion dellars in December 174, B i iion collams in
Tecembelr 1979, 1,1 i tiion doilaze An Necamher 1577 and R
0,6 Pillion dollars in Paccaher 1073 (19). But, since these o
were not enourh ,, the Torki gl ©0 Vol S resoTned once more -
to shorH-term bank ~Aredit in the form of DOM  CAdvize CevIi- )
lebilir mevd:zat - denasits Hransierablo te Tocwiom 3EChAnte).

DCM's quickly Trose from 145 million (ol in the last “
quarter of 1874 to 1,2 hiliion dotlars 1, TieT anarter
hocange of thedr

S ‘ of 1076 (20): They were later criticiaze
nigh interest cost and the precarions mate e of beiag oalled
back at a crisis time. Another criticiom leveled to DCM' 3
woepe that Thew wele used by private waulke Lo the private
nee obtained throush

aeetor Aisriminately. Tut, foreism exch
the DCM's, in addition Lo workers' remtttances, ves Of
forelpgn exchanme TEBSETVES, roreien ald and credit, 2nabled the | '
Turkish economy Lo font the imports bill and thus keut bhoth '
investments and the GIFP rrowih aln &% conslderanly nlzb

. i

levels, durins the sald vears. -

. Yet, the Ministry of Indratry end Techrolory held
by the National Salvation Party continvced 168 antozcnistic
abtitnde towards "PC, Jjoint vontures and the big privatce:
entreprensurs in the mebtropoles; profering to foster
provincial sentrepreneurs and cornorab.ons Oben Fo puhlic. _

' Tt was durinez these years that TUMOBAL and{cuh@r projects launched and |;
PPC and’ joint projecis were £1gintly, cqueezed, thewr appiicu*icns for expansion <
and. new investments, werc 6ten refuged price TisoE in wview of ,
increasing costs¥™delayed or ceniod. Toarism Wasd, in meneral,
very wuch aerlected, The Minigtry of Industry areo tried to
follow the principle of "developlnt heavy industrics hy the
state", embarked on w00 many thianly goread invontuent projscts
+that could not be materialised and #enss led to wanbe of
£inancial sourcess Br 1975, 1076 the Turkish LndustTy had
indeed reached a level which made the develonuent and ex-
pansion of many theavy" iandustries, comprising WA’ investaent
‘ and datermedlate goods 28chors 21 basic indnstrial and
agricultural‘materials hoth necessary and viahle. But the
aaid Ministry dwelt on projects that «aro ip conyllct with
the principle of dynamic couparative advantare ané went to
waste financial resonrcos by gpeadin: t?en.thina wirthermnore,
by resortinm to gunch orzanizations sz the public s3ctor anl
gsui-public corporations open to public, tae gaid Hnistry
also refused to mse the potential of she private s:ctoT ard
of TPC flow in many of tlie sectors that could have been viably
daveloped. The Hep alsc neld a rigid stand with respect HC
the B¢ as well as with respcet tr the Cypras igsue. Thus,
Turkey's relations with the BC were ivpually frozen. Peace
negotiations-concerning Oyprus Wwere &lso prolonzed and
purkey's relations with the LUSA deteriorated to lewest levels.

T i husnduad il

-*wu‘!v—-—-:ﬂn—n.*'n.—v-.—ﬁrn-—'_‘-v?--‘-—v\-(-"--nt—\mu-ﬂ

10) Usion of Chambers, Foonomic BENORE: iore, 576
o JalAD, ibid, n, L3760,

s o b
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20) TUSTAD, ‘Tarkey, in Teonomic Snrvey, LG, Pe e
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5. Zeonomic Policies Pursued in 1977 and Since

The development stratoeries and economic policies

pursnced since 1677 did not alleviate the economic problems,
but added considerably to the already ex1st1ng diffic ltles.
Had the EPP rovernment formed by the Joining of some M.P.'s
from the Justice Party immediately made an adegwate devaluation
and at the same time »ut a viable and consistently irplemented
austerity prorsram o eurb infle tion, it would also have satig-
fied the conditiens of the IMF and obtained external aid and
eredit in time., Thus it could have verhans overcome the major
part of economic problems by the end of 1979, Instead, it
resorted to devaluntions and exchanpge rate adjustments that
were toc late, too little and technically deficient. Neitheor
were these devaluations and adjustments accompanied by any
substantive aﬂti#inflationary mcasures, On the contlary,
many of the economic and social measures taken v the R
sovernment actually accelerated the rate of inflation. To
wit, eaployment in the public sector and SEE's was increased
considerably, thus increasing dissuised unemplovyment and
budgetary deficits. Total emplovment including salaried
personnel and workers in the SEE's (excluding, therefore
Ministries municlipolities and reneral budset admlnlstratlons) ‘
in 197% was 426 thousandj in 19?8 it reached 706 thousand (él;j-ﬂ~**“
The implementation of full-time for doctors (Elsc ircreased fan hospilal.
the financidl burden on the Mideget, Reliahle gstimates on (Jﬁffﬁffé/
this latter is backln%. The tax reforwm Hill on the other
hand, waS'inudequate both from the point of view of tax equity
and for increasing tax revenus to fight inflation. At any
rate, tlie KPP movernment cowld not pasgss the tax reform bill
through the parllamont This fimc the influence of the radical
lc t as opposed to radical rA@ht in the NI' moveruments led

to attempts at expansion of the public sector at the neglect
of atilizing the potential that lied in the nrivate sector

and in TPC flow, To cite, in the field of petrolewm, snergy
and mirine, drastic sfows were taken., The ATAS refinery owned
by PLC companweu was purchased by the government waile the
distridution sctivities of VBC's were also effectively roduced
and that of the pl)ﬁig firm (Petrol Ofisi) expanded. The law
on mining (enacted in 1954) had ziven the “rxorltv in mining
to the public over the private secbor. Hut since 1954 private
sector was allowed to operate many of the smaller lignite

and chromiam ores the title for vhich bBelonzed to the state.
The operation licences of vhe private mining firss were alil

cancelled in 1978, The expausinon of the public sector was.
not confined to petroleum, enerzy and mining. Allesedly for
the purposc of regulating the mariket, many other projects
were also undertaken by the gtate, such as TAFDA in the field
~of retail distribution, which in the opinion of the autho:

of this paper, proved unsuccessfil. Likewise, on the pretince
of Gllﬂlnatln” snecilative profits and blackmerkets, the
government took over part of foreign and internal trade in

. A . — T ——— . T — A, o A e Y S i g ot A W B S B A Ut D ot . W s i v g A7 1A T e P Y e —
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21) Union of Chambers, ibid, p. 516.
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iron and steel.and‘redently in.livagtock:The 41 FYDP(1978-82) aimcdoak
t2e heaw industries by the puhlic sector and targeted a
rise in the share,of publig.investments.from:50,1% in 1978 = -
up to 57% by 1982, It is interedtinithatvthdsditarsets were .-
drawvn in a period when the financial ™urden of the Sii's

reached adout 60 billion liras in 1877. Arain, instead of de-
vising a reform of SEE's to increase their rnrodretivity and
efficiency as was hadly nceded, dispuised ermolyment was
continmcd to be increased and schemes were drawn Tor workers'
participation in manarement in—tiem, It was arsued that

workers' participation in the manamenent of LEE's wo:ld

im; rove tholr nroductivity. Such an argrment is, however, very
debateable. To curb the buwdiet 'ry deficits of SEE's and hence
fight inflation -- that would arise through continuosly
increased expenditures and money supply —- prices of the
commodities prod-:ced hy the SEE's were raised drastically.

Since, however, thess commodities mostly formed basic materials
ior industry and agriciltuere, the result was apain in‘lation,
this time, however, cost inflation occuring every time the

prices of commodities prodneed by SEL's were raiscd. Turthes
squeezes were put on the private sector throush credit and
7inance. The share of Central “ank credits ~oin~ to the public
secter’, inclrdina the -eneral hudmet, the S2E's and support
purchases of aprriciltiral commodities were increased at the
expense of nrivate sector credits (22). Toreipn aid and credit
was also allocated more to the public sector as opposed to the
private compared to previous periods. This was partly ccncommitanti
with the rise in thé share of nroject credits from the USSR

and COMECON countrices which went into public investments. but

the share of World ilank credits ~oinm to the pHhlic tscctor

also increased. Taere was wome relaxation in the sranting

of price rise permissions in view of r4ising costs, devaliations
and exchan<e rate adjustments and tlis was-of some Welp to

the private scctor. But, foreign exchange .sportaqes,financial
dificulties and political instability caisedisanafactiring
operations to fall senerally below H0% of plant capacity.

Drastic falls were also reristercd in the rate of incrcase of
nrivate investiients and cwmi’oyuent. Thyoughout the RPP sovernment
period the negative attitude towards FPC remainced the same as

in NF government periods, if not intensified. In fact, soms
decreases were witnessed in the total absolate volime of WC

and the number of joint venturcs in 1977 as many firms, par-
ticularly those in pharmaccuticals, left the country (23).
Although the need for Mnrkey of encourasement of FPC was

stressed by Western and the EC countries as a way to raisc
investment and egplovment opportunities at home, tov alleviate
balance of payments problems and obtain mreater bank credit

from abroad, and the povernment paid ligservice to The encoura
gement of FPC flow, no definitive and effective steps were
undertaken to encourame FPC in any substantial way. This wvas \
presunably becanse of the influence of the radical 1eft-w§aﬁs'91¢h°“5
of the-RPP. In addition to public investments, state interventic-.
were also increased while accelerated inflation caused further

22) TuSIAD, ibid, p. 229.

2%) Statistics on yearly flow of FPC firms and thoir distribution
published by the Ilinistry of Commerce are alsc reproduce
in SPO, Annual Prosrammos.
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" opiniorn. of the auther of this vpanér, it was a mistake tc ask for ~
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deviations from the mariko t ecenomy and the market nyice syvstem, The
e conomy lost novmally ard bocame cne of continuous infloticn shoriaées
rationing, blackmarkaﬁg, gpeculative activi+ize snd 113ega1 transaction
The rate of growth of GNP decreased to about 4% in 1977, ard 3¢ in 1972,
just alittle cver the population increase or ahout 2,5%, Tre IMPF agreeman
and external aid and credit, under the circumstsnces, came toc 1ittle and
too late., Government negotiaticns with both the IMF and the EC displayed
many inconsistencies while the IMF stipuletions for contreliing infla i
was certain to be consiﬂﬂred'as toe strict deperding on which sector the
cre*:t squeeze would de facto fall most ]11e1y the nwzvate sector. In +he
n fiveunilateral freeze of Turkey's customs tariff reducticns
obl- gations, which was graniad by the C on a bilateral hHneis,

cohcommit+iant with the susmensicn of time sche’ule for free move-
mant of WO”VOPS.

bctLijcAL of rayments d1ff10uit1eq that Tuvkey faceﬂ To—day made it ¢mp0851b1e 1o

meet her ob]:gat;ons with respect to lowering -of cuutpms tariffs and tha+4

in major part the balance of nayments Aifficulties stemmed from external
causes, such as oil price rises and wrong ecdhcmjc pelicies pursued by dhe
previcus NF gevernments. But, in fact, the balance of payments difficul dtes
stemmed more from wrong ecoaomic policies pursued since 1973, 1074 tiil +he
present ﬁav than from external causes. Secondly, small, g.aﬂual reductipon$
in customs dutiss sare not so effective steps as to cause any suhstantial
deterioration of Turkey's foveign trade, In fact, ‘other measures such as
impert restiictions, Agvaluntiong, curbing or accelerating inTlaticn are

mich mere crucial wéapcns either way. Thirdly, application for fullmmembersh:P
to the BEC noW would have given plenty of time to Turkey fc alleviate her
nresent economic prohlems and devélop and expand meny viatle industries
before full-membership Aate arrives. And‘finally, the appliceticn for a
five-year freeze by the Turkish geverrment does not seem tc be accompanied
by a blueprint of economic pclicies that would steer the Turkish economy in
the'right‘&irection;éway from bal nce of pavments probleums. On the contracy,
exparsion of the public sector, negative attitude towards the privete secter
and towards TPC, inability to curb inflation, if continued weuld pilace the
Turkish economy in a miuch more Aifficult pesitien vis-a-vis the BE after tue
expiration of the five-yedr frecze,

Jhwt 1hed&5?‘goverwmcej¥wiijiﬁ}atlve%g mzzce sful howe"e 1n ex paﬂdipb
TurklsthoSR economic ”eW tions that had 1 &st “ecelved a bo t qfrer 1974
and during 1975, 1976, It was also relstively succesful in. expanding her
internaticnel relaticns with other CONRCON Balkan countries. Effects te
ferm close liaison with ‘he Twir® ¥orld countries, however, seemed to bear

little fruits, meinly because Turkey, in mrinciple, retained her crgsnic tes

with the W%st, such as her military-defensive ties with NATO,
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* D. BASIC MISTAKES OF ECONOMIC REGIME AND DEVELOPEENT STRATEGY
BEHIND TURKEY'S CURRENT  PROBIENS .

l. Mistzkes of Economic Hegime and Development Strategy
In a more sys%ematic rather thon a ohronieallaﬁﬁrcéch,lwheabalance of payment:

- deficits, inflation and other probliems the Turlish economy faces to-duy as

y

well ag most of the recent change in récent her infernatibnal relations,in. particuld
herjinébility or unwillingness to uﬁe the Tull potential in her relations with

the Western countries,finclhding the EC and the USA,-can be attributed to the -
folloving basic migtakes of econonic regime and development strategy. \
. ) : : ' [ or +he. price
' 1. Deviations since 1971, 1973 and 1974 till this day from the market A~
ad well al froim ‘ _ The tocten
mechanisquﬁé the underlying principles of the mixed econoﬁy./\%ﬁmwm? devizations,

in turm, nenifested themselves ing
1) Excess - government interventions,and regulations. ‘ o
ii)‘Exceés reliénce 6h‘§ublié investmentsy not only in‘petrolcum, energy
and mining, but also in the méﬁufacturing industry, par{icularlj in the
hedvy industries as well as éome fielﬁs in trade and diétribufion.
iii):The concommitant restrictions of. the private sector énd privéte‘investmentL_
| unwl llingness %o uge thelfulllpotential‘of the growth of the priﬁate
gector. - | |
iv) The negative gtititude towards FPC companies and unwillihgneés to the usé'

/ .
the full potential of ¥PC flow,

. -

-

These.not 6nly rdded substantlially tb'Turkey‘s balance of payments problems
and reduced her growth rate of GNP and'employment, b&t'also directly.causéd‘ﬁer
intgrnational ecOnomic,rglafions with the4Western COBntries_tb‘remain at levelé*
below itg full potential, in the}sense tﬁat, élthqugh Turkey's economic relation#

with the Ec;and Western Countries are prédominant, they could have Tlourished even

. : . . A : .
more %0 mutusl satisfaction. In Humm, as a “residual" effect, Turkey's relations
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with other countries, particulerly the USSR and COMECON éountries tended to rise
above the ecoﬁomically optimal lévels. | .

2. But, in the cxpansion of Turlcéy'-s relations with the USSR and COMECQN
countries,'there wefé factors beyOnd'tge "pesidual® effeCt; There was, in the opinion
of the author of this paper, an e¢xplicit and dellberdte effort io subdue Turkay

uaganbgj beLP5
relations with the West and expand her relations with other -eewntefes, such as the
USSR and COMECON countries, the Middlé Eéstern and Islamic countries and the Third

World, beybnd the "residual" effects and the "normal' levels in view of détente and

chahging economic and political conditions in the world. This stemmed from the

Us arms emhavyo, anﬂ What ware 1ntcrpretcd as negatzve attitudes of .the oo
USA, the Ec ﬂnﬂ the IMF. Tt also arose bvﬂuraWIV from the Jnfluences of

the“ra ical loft and raﬁ10a1 1ght dect: inal“e ‘moveme » fs. Tho ﬂel:berate
change in Turkey's internotional economic relations was phresed in 1975 as “moze

flexibility in the era of détente but in the more rocent years it enbedded a desive
for "indepeadénce, (or less dependen;e) economically as well aé politically™, It

ﬁaé présumably conceived that'greater wéight of nOH;Westerh cowuntry groﬁpingsrcould
g0 éome ﬁay in attaininé less depeﬁ@ence, particularly less dependence-~ or sliminatinc

ovér—dependence-—‘on Western countries. Hod Furkey fostered her cconomic relations

with the Western countries she could hewe eliminated those increases in her economic

relations wifh the USSR and COMEGON.Countries'fhaqwent beyOﬂd‘the houpdarieslof'

economic efficiency. Her economic relations with the Middle Esstern Gountriés,

partlculurly her exports as well as foreign aid and capital flow, however, would

nave benefited from stronger ties vith the Ve stcrn gconomies: and FPC companies.

\ 3e As & third factor,we should note that the aim of reducing - inequalities in |

the distribufioﬁ of income and wealth gained cansiderabie influence sincé thé late

sixties, But, ﬁhat is pertinent, the policies for attaining this goal were erroncous

and, in faect.resulted in accelerating inflation and redu@ing the growth rate, For

instance, the unduly high agricultural support prLces, BXOGSS employment practices of
perionvvaall

the SEE'd and governmeni officies, full—tlme for doctor@/ﬁavo all added ﬁo inereases

in budgetary deficits and money suwoply. On a more general level; the expansion

of the public sector, discouragement of ¥PC flow, joint ventures and big private
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Afmen to public, including TUMOSAh even thoug%Afhey may not operate effiolently
for the indusirial sectors in question, were advocated by many awthors as helping
both %o 1ncrease the rate of growth of GNP and to reduce inequalitles of income
‘and wealth at the same %ime. The actual results, however, ;ure ‘balance of payments
~difficulties, reduced growth rate, dcurease. in the rate of growth of investuw nts,
inctease ;in labor surﬁius'andﬁaccalfiafing inflation., Increase -in unemployment
and accelercted inflation mbqﬂb on thé cther hand, thot asz a final result the

-’

Adistribution. of income was wors:ned in the rcecent years and not 1mpxove€

'
1

2. Measuring the Impact of Policy istakes on

Turkey's Balance of Payments

The maih contention of this‘pape? ié that the present balance of payments
crisia stems'from the mistakes of ecoﬁoﬁic goiicies and nispanagenent of the economy
‘particulgrxy since ;971,‘1973 and 1974, rather than from externalﬁfactéra*sucﬁ ag oil
prices rises by CPEC. This can be demonstrated with the aid of the following
flgures, In 1978‘the total import bill was 4,6 billion dollars and cxporis were
2.% billion dollars: Impérts had gone dowm from-5.8 and exports had gbﬂe uprfrom Le8

* billion dollars in 1977. The improvemeﬁta in both directions are.misleading, This
s because the 1977 export figure ag a-somewhaﬁ low figure with large stocks of
ex@ort'commodities left ovexr to 1378. Due to unavgilability of'foreién_ exchmnge at
the 6 entral Bank, on the other hand, a greaﬁer bulk of imports was carried on-uyl
overly expanded blackmarkot forcign exchenge operations, Thisg, in faet led to the

’coﬁcdmmittant rise in the black-market rate of foreign exchonge and henee ~ foreced
further devaluations in’a year when foreign trade deficit, on the surface, seemad
$0 improve substqntially. Tooked at Trom another angle, despite the fall in the
inves*tmen‘c rate, the Purkish ecdnomy could hardly have operated in 1978 at less than

B&ﬁjllon dollars of official impords plus a "normal’ lbvel of blackmarket imports.

by
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Normally exports would have siood at abowt 2 billion.dollars without the Jeft
_over sfoclks from 1977 (disregézding this time, contraband exports to. border -
, countriés, such as live animal, neat, fegetablé oil to Iram..) This me;nt.a foredga
trade_@eficit of sbout 4 billion dollars in the official transactiOhSe_ Now, if proper

gconomic policies-had'been‘pursued gince 1971, 1973 and 1974 the following foreign

exchange earning or saving items could have more than met this trade deficlt;. as

follows?

a i) Curbing inflafion and pursming.a policy‘of equd 14 brium réte of forelgn - ‘
exchange,cquld-have brought in a2 yearly flow of remittances'frém workers abroad
through official iaan'king charnels of aboﬁt :1,5 biliion dollarg - = with still
considerabie sums flowing %hrqugh the unofficial or black-market depending uﬁén
the deviation of the Nfree® frdmlfhé official ma;ket rafe‘of.fofeign exchange.A The -
true officiél forelgn exchan;.e remittances of workers in 1978 gtood at about. 830 mil?for{‘
déllaré; and as sales of domesﬁié cars and other'automotivervehiclgs were ﬁade
in foreign.eichange to workerz abroad, fhe 1atter transactiOhs-brough# thg %otal

Afigure up to Qaé'millioh dollsrs. 'Iﬂ exﬁl&ining this deécline in w&rkers‘ rémittance?

from 1,5 billion dollars in 1974 %o Q,8 billion dollars in 1978, many'%bdnomists and

the UHinistry of Finance argue'that the Turkish workers in the EC have taken all
their faudlies abfoad,‘are to a large extent allensted from their home country

or else‘do.nét feel the necessity for remitting as much a voluae of their income

as they did in the earlier years. In faet, however, the issue is morc compleX.

i +*

Firstly, we éan observe that even at present Turkish workers abroad preserve their

\ . ' \
very high propensity to -save; and alternstely still live in sub-standsrd and -

slun conditions from the Western point of vicw,. Thié’may‘meen that théy’still conaider

to transfer thest savings to Turkey eventually or are actually sending a considercble

.

part of thesc savings back home tarough the unofficial chgnncis. They may have

temporarily somewhat reduced their remiitances ~~ both official and wnofficial—-

g . Ak
k- i dE e 2 T RT3, )



after 1974 due to increascd unenp Loyment in the BO countries or fear from such. But,

. more important than the above factor, in the more mecent years the very higa margin

L

between the official and the free markst rate of foreign exchange must have induced

- them t0 reduce their.official remittances through regular banking channels and 1o

inerease substantially their unofficial remittances ét the very high free exchangze
rates. This is also suggested by the dréstié fall in the volume of official impofts
from 5.8 billiion dollars in 1977- down to 4.6 billion dollars in 1378.. Although
fmgures on investments and the fall in the rutc of investnents in 1978 are not yet
available, it is hard to v1suallzo whcthur the Turkish economy,with‘norchﬁnve‘in her
structure in 1978 compared to 1977, could have oporated Withla fall in imporis as
great ag 1,2 billion dollars. Alternately, the first hand observations of the

author of this paper with tne nﬂrk 't suggest thqt there was cons:der“ble inerease

'1n 1978 in the tendency t0 resort to wofficial business transaciions and imports

and the main supply for foreign exchange in the free market or demand for Turkish

lira should have some fron workors sbroad., As for the alienation of Turidish

~workers from their home country, one should explore carefully whether they want

A

to live abroad permanently or are ounly delaying their return. In this coanectlon
the c¢ffects, in particuiar, of Gwindling opportunities in employment, aceelerating

economic and politicalrinstability, mounting enarchist activitics must be looked

into first before reaching &efimifiii‘fifffffiffilis

ii) Touriem is a field very largely neglectedn In particular, flow of TPC into

ourism which scems- essential to boost this sector was, in many instances) de facto
discournged,. Had a long-range plan %o deveIOp tourism been Uroperly implementcd sine.
the early seventies, it could have brought in a nct gain in tourism income of arywhere

between 0.5 to 1 billion dollarg or more per year, depending on the scale of the

A further procf of mismimagerént of meneta i pelicies avA exchompgs T -
rates as affecting the volume of workers’ vemit+arces is witnessed

. in 1979, During 1979 a b1nh premium over the officinl eyen ange

rote was poid fo werkers’ vemittances (amd far,c her foreisrn ewche nge
Yeposits to banks), W 'kers remittnnees (p us other Fforedgn ‘vcnnnge
derosits %o banks) nre expsctelto remch 7,7 billion Acllars by the : '
and of 1979, This sugpests that mismrn a{ad exchanFse ratcg coumed a -

shrinlt:ro in werksd' resmittareces of shonut 0,5 to 0,7 hilldiom dollnrs
durlng he recsrt yaars 10’7, 1778,

-
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program, external factors such as income growth in the Buropean countries, -

1

" political stability in Turkey, etc. In ‘contragt, the net tourign balance of 35

“pillion dollars in-1977 and 145 million in 1978 was attained Jlargely by restricting

-

. ‘ . i
tourism abroad rather than by attracting tourists from abroad, .

111) An importent 1tem of foreign cxchanao savings lie 1n<potrolown 1mports.

In 1978, the totol crude petroloun 1mport bill amounted to0 l.044 nllllon doll“ru and

total fusl oil blll reached 1,439 billion doliars while a negllglble Sl of petrolews

“products was eXported. There weTe snortﬂpes in eleectricity, natural gas and oil in
. S |4>r\&4dUutxlo
1978, so‘tho total oonswnptlon cnd 1mporﬁs must have-been bolow he actual needs of tho

econoniys The above volume of imports contained9 o the other hand, sone Spot purchases

at higher prices, This means theot in normall balance of ‘payments conditicas, long term

. contracts for oil iM?orts and neeting theso‘dontractsfduly, aversion of spot purchas..

- eould have brought in some additional savings. What is more important in this field

is the purswanée of poliecies that effectively discouraged “FPC conpanies since 1973, TF
{ antagonism townrds foreign petrolewn companics had not risen to critieal levels,
priority not given to the public sector in exploration ond production, 1f properly

: .' L ] . 3 g o £y . . r il :-
yhigh prices werc allowed for domestlc productlon o and if refincry actmvltles of ¥PC

- fnd the prlvate gector not discontlnuod, it woul d have induced IPC. oompan+es to

continue thell exploration, drilllng ond produoﬁlon qct1v1tles end investments,

Investments and hlgh expertlse is pa rtlculﬁrly 1mpoxtant for Twkey because ¢

=petroleum reserves are still largely wnlknown and much deeper under-ground oX@&orc—

P

tions are requlped compared to Mlddle Eagtern oountr1&s; Such proper pollo;es wouid

. . ' . L ‘ !
. have proventéd,the_fall in domestic production Trom 3.6 million in 1969 to : 2.7

million tons 1978 and hence reduoed the import bLill that amounted to 10,4 miili a.

tons in 1978. - But it is not pes 51blo to estinate with any dog~eo of "accuracy ilhe

v
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was on the increase particularly since 1964, having Jumped from 0.9 million |
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increase‘:-or the slower decreaseed  in domustic productlon of crude oil. Assuﬁing
1978 domestic prouuctlon ranaln»d at the 1969 level, this would bave reduCLa 1mp3;t
blll of crude oil only Ly about 87 million dolliars., But, domesm.c produc Sion

1
tons in 1964 to 1.5 ﬁillidn tons in 1965, reaching %.6 million in 1970, or an

increase of 2.1 million tons during 1965-69. 'If we assume that the same absolute

levcl of average increase continued thrbughout 1969478, thig would have d%creased‘:

" the impors bill of crude petroieum by about'469‘million dollars, There would -

N

* been further adjustments due to savings from spot purchesses, increased cxports of

petroleun by—ﬁroducté, avoidance of electiricity shortages so important for thé
industny,’and profit transfers of FEC companies. It is alsc sipnificant that very
reebntlj a domestlc prlvate entrcpreneur voluntuerud to enter 11to petro‘ewn

exploratlon, drilling and productlon prov1ded wdequute quarnntccg and ta

enéouragements are grantedzby the Turkish goverﬁment. Carnying through of thernuo

 and nydro-clcctrlc energy projocts, prnvuntlon of delavs in the several ﬂoncrch

u«+%x.ta¢bu~4gaxas
pro;»cts that have. alreuiy been undcrtakenA(Z4 g¢linination of small-size ’GDETGiCWS

conmpleting the 1nter—connect10n gysten could h&Vu eventuall; roduced the imports

of petroleum and electrical energy StLll further and fould have also combributed

1 T

to 8B increase in exporis.

iv) Similar foreign eXchunge savings from the inports bill lie in many other-

substitute scc‘hors which, due to the ne.?a'bive attitude 'towards the FPC flow ond Joir’

venturbs ‘and the prlvate sector-——and privaté capltal conccncxuted in. the mc+ropo*_~

i

: gégwed‘acute_gomestic production shortages in 1978, and for that matier since 1974.

{(24) Tor ‘details on these projects,refer +to SPQ, Annual Programmes ond Union of
Chambers, EBconowic Reports, of recent years, :
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Thc following sectors showed +the most acute shortages. the diesel engiﬁe and engine

_ parts;-fhe transmission gystem, other coumponent péfts of the automotive industry,
tractors.‘Var;ous components of other ascembly-line‘inaustries;‘savings in value adceq
”'hy developing;énd expanding the fertilizersg industry,and iﬁtéfmediate meterials in the
'chemicai and phammaceutical industrics, If the domestic production and‘deveicpment of
these industries by the‘pricate svetory  TPC and joint vcﬁtures were ptoperly
encourugcd, 1t could have brought an. addltionul net sxv1ni in the imporf bill of at
leasc.750 mlllion dollars in 1978 and even more in the longer run. . Purther reduction
.potential in the imports ¥ill as well as lncrease in exports lied in the dcvc10pmént
-—-prefcrably by encouraging FPCw— of the shlpbullding 1ndustry, increaging the tonnage
of ships and thus roducing the freight paid, or thc 1nvismble account in the Balence of

paymc.nt S.e

v)If exports were ancou;aged‘proﬁeriy by'mcans of curbing inflation, following
an coullibriwn exchcnge'fate policy and also through better market rcsearch, better
plgﬁning of ciport procuction and investments, better quallty control =nd o betier
export chanﬂclling'organization, including  the reduction of bureaucratic formalities

f

!
and shcddlng of the negativistic attitude of bursaucrats towards exporter the total

,vclume of cyports in. 1978 could havo ‘reached casmly 2.5 bllllon dollors;an increase

of'500'm11110n dollars over the adjusted figure of 2 pillion dollars,

)

vi)'We-may cssume.tha% under more normal balance of_payments conditions, with
closer ties with the EC and Western countrics and cbility‘tc present a viable econoﬁy
and viable inwectment'projects, Turkey cocld have obtained\c net foreign aid in terns
of both pfo¢ec£ aﬁd pfogrﬁm credit cs-ccll as short-term bank credits minus backﬁaymcnt:‘
. end payment of 1nterest of more than 750 million dollarg per ycar. ‘Por thc sake
of comparison, the actual flgurt for 1978 were asg follows, project credits 497 mil=
on dollars program c;cdits(cxcluding extended eredits) 110 million dollars, use Of

SDR's 179 million dollars, short-term capital movements 558 billion dcllars?_infra—




- FPPC, while the agthor of th1u poper advecntas Luvthcr ernitry of

gtructure and offshore 3 million dollars zll amounting o l. 347 million dollars.

more reeent years, The grosa yearly flow of FPC from 1973 fili 1878 were 79,88,

N?te, @owever, that critics of FI'C arguc along exnctly ths opnosi+e

dircctien, They claim that the veal effeet of FFC flow cn Turke ay' g
balance of payments was nogntive whoen dmoert bill for irputs of

impert-substitute scctors to which PPC hrs flown is

. la'lkt.n into
congiderntion, Bazed on this, the critics arsus

for non-entry of

FPC tc in 1credse the. domestlc
‘ protucticn conte _ -
indusiries, - — ntent of import-substdtute

Payment of intercst wes 199, project credit servicing charges 56, backpayments of

loans 199 million dollafé, amounting to 654 million dollars. This brought the actual

net flow of aid and credit in 1978 to €93 million dollars. ' - . '
' vii) The actual balance of paymentis effects of FPC had been negotive in the
\
|

153,27, 67 and 47 million dollar 5\ This meant that for 1976 the net effect was

minus 56 million dollars, for 1977 minus 49 million dollars and for 1977 zero.
A proper stratégy of encouragement of FPC would decidedly have turned their

net balasnce of paymcnts effect into positive. But what is important in this regerd

is the of the transfer of technology ensbled by FPC, faster develancnt of vaprious

export and import-substitute sectors and the favorable balance of payments of FPC
flow through increased exports and reduced imports ‘!%ho above figures %re highly
tentative and assumptive., But they do demonstrate tﬁat‘had Purkey followed Opﬁimum
economie policies--despite tho ;ise in the price ¢f oil and imported industria% |
materials-- she could have entirely avoided the balance of paymepts crisis that she
faeediin 1978 and lé?So Falling somewhat short of optimal policies, however, she
could have still faced a much lesé severa bolancco of’paymcnts problem which she could

have easily accomodated by obtalming forelgn cradit more easily and by unaking less

painful ad justments to her nlready not too adverse econouic . policies. . We should

. stress here that making future predictlons fin this regard is even more difficult to

malke, For, chenging ccononi.c policies in the rig ght direction say from 1979 om, wili
not beoy immedinte results. Its result will ﬁepend in the cese of the private sector
and eC flow upon a return of confidence about the consistency and congiancy of the
change in the attitude of ‘Purkish governmenﬁs and uay take severanl yenrs.. In other

cases which necessitate chonges in the allocation of investuents, it will need a

e ——————

consecutively while profit transfers amounted to 35, 71, 356, 83, 116
and 47 million dollars. |
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gestation pericd for public investments and whatever time that it tokes ‘the private
investuents to be encouraged and chamnelled %o particular sectors through various
tax measures, building of lnfru-structu rey etce o In the short-run future, further
rises in the prices of oil and of ilmported industrial goods will make it more
difficult for‘Turkey to cope with her economic problems., To cite, oil prices

have already been imercased by OPEC in mid-197%. What is importent, however,

the economic policies outlined above arc the proper policies to bu pursued by Turkéy
whethcer Oillprices rise and whether rises in the priées of Turkish imporis acceclerate

or not,

4An5\0f1C°1' | : 4 \bh‘txAI*“éj

3¢ A BrlefASurvqy of the DevelOment Strategles Pursucdland Their Bffects

on the Purfonnance of the Econonmy

A brict survéy of the history of Turkey's cconomic dovelopment also suggests thai
whcﬁ ghe follows an optimal mixéd econonic system this raises her.rate of growth of
GNP and investaents. nn optimal mixed econouic system is defined here &8 an acononlc
ha whacle Hhe wokee o eflce. mechanam, “'&9‘*8*“ Batervenad | 24 dhl baddc and
rcgimc}hn which the private sector and FPC is properly &ncouraged snd the public
and privatc sectors are considered complementary rather than substitutes or rivals (25},
- In addition to pursuing an optimal economic regime, other fuctors such =5 wars or
world recessions, political instebility or uncertainty at hone, availability of fereign
exchange also affect the rate of growth of GHP in any given period. To wit, during
the period 1939-49 the rate of growth of GNP was 0,6%; with o populstion growth rate of
1;5%9 this meant a per capiia growth rate of Gﬂf of minus 0,9%. The avarage vearly

price rise during this period was 14, 6%, using the implicit GNP price Lndex(Zo)

—— o i

(25) For detoils secs ed. Milkerrem Hig, Turkey's and Other Countrles' Bxperience with
the hixed ECOHOMXA Istanbul 1979, . A

(26) The basic sources for the statistics used in this section are the followings
SIS, 1938, 1948~1967 Hationol Income, Total Fxpenditure and Investwent of Turlkey
(Publlcatlon N0 5%6, Ankera 1968), National income 0F Turkey, 1972=(7](Ankara,
January 1978)3 Population Censuses and SPO, Annual Progremmcs 1977, 1978, 1979.

Another difficuliy will be the poiitienl pressurcs ~t heme in
carrying through anti-inflaticnary pelicies pereistently, To wit,
just prior to replavemont elections in October 1279, npricul tural
gunport prises hrve nlrealy bheen raised to critically hirh leovels.




This was & period in wnlch eXCEss euut1qne was implomented and at The sanb time  World

War II affected the Turkish c¢conowy uﬁvbruly. In contrast, both tae private sector
and Fed flow was oncouraged whils pubklic 1nweotmbnt were con51dgrsd as. comllemp;idry
durinb 1550-59. The average rate of growth ¢ of QNP during 1950-59 was 609;09 Wlﬁh‘en
average p0pulqt10n growth of 2. 9% per ¥ qu Bkg_paplta rate of growih of ’ﬁP Was
‘4.0%. " Daring tpe'two'years of military intervention 1960-6l, the rate of growth of
GNP-fellldown to an éverage of 2.7% and in per papite terms down 10 3.2% 4ith a
p0pulat10n growth of 2. 5%. During 1962-65 when political uncertaintieé gtlll |
eﬁisted, no boWd coonomic programmes Were put inté effect'; coononic policies pursusd
were Less growth_oriented,-more reform oriented end thure were lg, ﬂncouragement or
fhe pri?ate scotor. During this period the averoge rhtc of growta of GNP vieus 5.7
and with pOpulutlon growth rate of 2. 5% per coplta GNP growth Tabe stood ot % 2%
while The average prlce rl°t was He 8% During H966~70 the stratesy of vigoreusly
anouraglng the prlvate scotor and FEC was resuned ,and the average rate of growsh
of GNP TE"Chnd G 8% and the rate of growth of per coapita GEP rosc to 4;é% with an
‘average populatlon growth rate of Ze 6p. The average price rise ouring 1966—7oruas
7.2%. The peribd since 1970.15 a rcsui£ant of more compleX f&qturso The LL1LGENF
Monorsndum was uuhnitted in Murcn 1z, 1971, sussequently andztill,l975 varilous

reform ‘bills vere put in force, 1nclud1ng Lend Heform, EetroLouu leforn end the
3,F{DP. But f#om 1970 till 1973, cxcluding the first.reform govefnmentg generally
mdderﬁte policies wére implemented téwﬁrdc the pTqute gector and TPC. furthermoreg
the m1litazy 1nuervenulon w*",at thot tinme, 1nturprcted ag &an in11cat10n of political
stabilityrof Turkey rather tgan inetability. And finally, Lne large-scale devaluation
succéésfully implemented in August 10, 1970 had'helped increage Turkey's éxporés

and in a much nore signlficant marL{r, rimlttaanS of workers abrowd« "Hence, the
restraint of forelgn exchdﬁge @n Turkey's growth gseaned to bhe reiOVcd,- Thereiorc,
debﬁltc the pursuarce of advcrse aconomic pOllCles during 1974, the Cyprus interven-

tion, the rlse in 011 prices, continued negailve attitude towarL o0 continued tili

. . . -
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pg:agml; da,ywe st:.ll withess an irerease in the average rats of growth of GT\P 50 T+65

for the permod 1971~T6¢ Wlth Eeop quu‘atwon growth rﬁtb, the per capita GN?

-

growth ratte went up to 5,00, Inflation, however, incrensed considerably to an

’ . . s : )
gverage of anhual rate 20. 4% both due to external factors and rises in the priees
of 1mports and also due to internal inflation: Xy pOllCle._ The problem'of balance oI

i

payments deficits were rided through by means of use of accumulated forelgn gxcharnge -

reserves and recourse to DGM'z. But continuation of adverse ecconomic policies,

inflation, inability to remove production bottlénecks, to reduce importé and increns.

i

exports, unwillingness +0. use the full potential of the private sector and FPC flow
finally forced the rate of growth of GNP down in 1977, 1978 and 1979 while the ratc

of influtlon acceclerated dras tically. Thus, history of Turkl sh economic deVClOment

if carefullJ interpreted, docs prov1de us with clues that 1mp1c nentation of & normnall

or proper mixed economic regime in which the private: sector and FPC is encouraged will,

!
i

gét.pars, tend to increase her growth rate. (217)

'4;'00mpatibilitf of the Development Strategy Turkey Recently

Pursued with EC Membership and EC Helations

Wrong develOpnent strategies and economic pollcles pursued since 1971, 1973

1

and 1974 till the pre sent dey not only caused 1nflqt10n, valance of pmymbnts crieis,

' slowdown of GNT growth rate and 1nvcstncnts, 1ncreases in labor surplus and unemploymn

but it also prevented the Opﬁlmql development of Turkey s economic rel&tlons with

the Western countries, in particular the EC. The above analysis should show ¢learly

that the recent changes in Turkey's internationsl relations caanot be explained din

1

temms of such external factors as changing econoaic and political conditions of the
world, increase in oil pricés, etce » Surely some changes in Turkey's injernational

bCOﬂOmlc relatlons are ”normal“ in tho sense that thqy have arisen due to a get of

n

—————— . . -
. ——

27) The Turkish inter—temporal'experjence with excess étatisme |
versus liberal econemic regime conforms with the £ ndlggs o
on inter-country comparisons of grovth rates: these countrics -
which apply the market goonomy nhove, on the whele, faster ’ . 1
ﬁrowth than the centrally planned economjes, oee:’Bela Ralazsa -

Propesals for Fceromic Dleonning in Portugal®, Feonoria, :

Vol. TI, No. 1 Janudry 1978, " ,

i o

| | | J‘
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" .' " CURRENT ECOHOMIC PROBIENMS B _ o J :
and 1974 tlll the prcgent to dLVthG fro “the le8d economy, the market mechanism, |

 but should be taékled—bf political scientists rather thon economisté. I shall,

changes in external fagtors, But a greater part of the aectual change can be explained
‘ v Pl 3
in terms of wrong economic policies pursued by Turkey having o "residual® effect on
. NN ' §

. - ! , ' o
Turkey's relations with the USSR and' COMECON countries, as well as others. Still

/ ) ,

another factor is the deliberate choice Turkey scemed to have made in irying to be

"independent” or "less dependent on the West'.
.0 ) ' ' E - 1.».
The wrong economic policies pursued by Turkcey have enother direct bearing
on her relations with the EC:; these policles are sihply not compatible with EC

membership. In particular, the highly inflntionary tendencies, undue cnlargement
i

of tne publlc sector, dlbcourugenunt of ¥PQ, lack of adequate encouragement of the

-V { lhuJO-fCL OH&Y‘I{Q*\OW OJ»‘HA-Q e—-L-OV\OVv'\J
perutO sector, ovcrly gdmlnlster&d pflCCo, autarchic iondenCLe§Apcvc not only

produced in Turkey a-bathuce of payments crigis and slower growth hut are in direct
. _ . i ‘ o
contradiction to the cconomic regime snd principles of economic policy accepted by

-

the ECs : ' ‘ T .
E = BASICQ POLITICAL FACTORS BEHID -
Thi polmtchl‘factorz that have led the Turkiagh _governments since 1971, 1973 .

Axatﬁrkis principles of étatisme and. social democracy may be conSLdered root fucto“s i

therefore, contend with only a few pertinent observations concerhing recent political

L +

development in Turkey : o -
1. The two nass pOllulCal parties the Justice Party(JP) and the Repubiican
Peoyle's.Party(RPP) did not possess the ability %o draw the abnolube majority
v held (1973 and 19)) .

of the eloctorate durlng the lﬂter 0eneral electlon%A ence, since the 1973 eléctions,




independents.
2+ The ?adicallleft doctrinaire movement started gaining ground in.Turkey
gince thé late sixties. As a reaction to the radlcaT left, the.radical_right,
' including both raéidal nationalist right and radical rceligious right started gaining
ground in the mid-seventies. The rivalry between‘fhe two major wmass political parties,
' ' A\
- the JF and the RYP led 0 thé support of the radieal 1left by the RPP and the support
of the radical nationalist right by thq JP. Thus, the radicsl movements ﬁere always
fepresented in the govermments esitablished since 1973 with the ex ceptlon of Sadi
Irmak!'s exﬁra—parliamentarian'government which had not goined a vote of coﬁfidence
in the parliament and had to.stay in power within a short porioed, till a new
@éovernment éas véted in:s The radmcﬂl,lcft formed particularly sirong f ctzon within
the RPP while‘aeveral minor political partles further left were £1so cstabllshadexﬁqgwnr
The rcdical nationalist right wes orggnlzcd inte the Nntlonallst sotion lﬂrty (FA+)
and the radieal feligious right into the Fational Salvation rarty NQP) In 1974
o RPP-ISP. coalition was formed which went o to intervene in Cyprus militorily. THwed
dissoload mainly Dy,the.lnltlatzve of the RPP which- scught..xn obtain Hhe :
absolute majorilty in dn'§ar1y gensral elscticnd=F¥Fwas follcwed by uddl._

T — .
Trmak's government nnd subssouently, the GStoblishment of the
1,National Front (WP) govermment coalition comprised of JP, NAP, NSP and the Republican

" Reliance Party(RRP). In the 1977 geneml elections the RPP galned ground while

other parties further to the left were wiped out as their constituencies voted \

c 3
governments were formed by short-lived copalitions, cxtra-parliamentarians and by '
majorities obtaincd through transfers of M.P.'s from other partiss or from v L

nearly en wmasse for the RPP. Bub the KPP still mustered about 415%of total votes

cagt on the right or center, the Democratic Party diminished and JP expanded, ‘

\\mustering cbout 374 of total votes; the NAP ggin.d while NSP lost considerable ground

since the " "successful" varus m1¢1fq'v Iintervention har dncreased: Whh_*]

-- at fthe time ... the rrestige of the RPP and its locder in the
home front, But, 2ll other narties rrevintednn enx Ay perneral I

election, The QPP REP coalmfaon government

e W“ —_——— — — —— _
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cqmﬁarad t0'l973.7‘What is impprt.nt is that in the governmcnts formed since 197)
the radical wmovements of right and/or‘lef were alwyys prcsunt and they exertcd
an uniue influence on decisions ond poiicies~deviSCd and implemented. Both’the
NS and the radlchl 1left shared o CoMmmon economlc denominators, antggonlsm towards
the BC , US A, and FPC. They both advocated expansion.of the public sgcfor and’
dcvelopmevt of neovy industries by thr st te. The HAF was similarxy antagoniStic
to west und in favor of egxponded public 5cctor in its party progranme but showed

eiﬁmmornic
congider=able restraint.and modcratﬂoﬂ in the actualApolicy ﬂlqrucqncnc of NP pevaramerds

¢

3, The bureaucrats as & social p*essure group godined ground ag a separate
force, with the najority lining in favor of the RFP. They stood 10 galn-powef and
infiuence through expanded public sector and increasea government interventions and’
regulationd. gence, the eXCess gtatiste an& centralist tendencies of the burcanernts

| were in the same direction as the state capitcliSﬁ'of the redical left and right
novcment Indeed, man& bureaucrats may have harbored lcft of ccntar'and radical
leftist, tendenc1bs ns Well as RPP methhlbu. For pollticians and pOllthal partlcs

S in powcr, on the other Huﬂd, excess étatisme came in as an casy vy to re eward thcir
constl%uauc1es, such as by 1ncrea51ng employmcnt in the SEBE's, and by incrsased énd
centralized interventions and regquulons on the economy which they used for p;rtis;;
pUrposcse In short, m;smanagement of the‘cconoqy pecane 100 strong a political -~ ~-
temptation. Indeed,ﬁiﬂeeme%&neasier way out to short-run political benefits compared |
managing the cconomy ﬁroperLY, curbing inflation; sasing bélance of payments problams-

through tedious measures odd waiting for the results of thesc pfOper policies to show

) , at long last their positive effects on the preference of voters at largcs

. 4. The extra~parliamentary pressure groups proliferated; most of all the
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rofessional organirations and assn01at10ns fell v1ctLt 0 radical movwments
nd they exeried a great deal ol pressure poth on the public opinion and on

gvernment decigions.
. \ 4
5. The rivalry, 1Dclud ing personsl riv,lry: o* leaders of the two ma,or

pafties, the BFF and the JP, tugzed by strong overtones of rgdical—left and
right clinging to them and vice Vgrqa, reached such pIOportlonu that any
senslble dlalogue- ~-least of ﬂll any pOS)Lh‘lltV for a grant¢ coalivion-- beiweon

these two parties seemed to diappear(completély. Az of now Ffrom the perspectiva

‘of the short-run tactics of each party such_a coalition seems Lo offer no

—

~—

advantages compared to going it alone. DBezides poth accuse cach otbeﬁdr1~ht]Jr-——
! 1

of leuding oupport to radical movements, whkeh-neans thatb for reaching any resl
- hoo «¢§or posiies

uwnderstanding they wo ave to ghed them; overt or covert support of the racical
movements. LBut they gean unwilling 1o Iisk the allenatlon o7 the radical
movements and find themselves having To“t votes and pollulca1 support. T
‘Future ueneral elections scheduled nDImailV in 1981, would most Likely dlmlnlsh
tﬁe_votes bf the smaller political parties and radicals vﬂub gome exmccuatﬂoru
ﬁnd‘incfease‘that of the major mass parties. Indeed an absolute m33011ty by ona.\
. of thé,major parties may likekybe.attﬁngL Bﬁt it-still remainsrdopbtﬁul qs to
‘ whéther such & govgrmnent can effectively tackle all the political and economic
problems of the country. TFor tacklln these problems wowld meet sirong opposition
from radicals even 1f tiese rachql movemﬂnts dre squeezed oul of government

|

deois;on—making and govermment coaliﬁions. " In addition, a long time will bYe
neceded for the propexr policies lto hear fruilts while some mistakés made in the

past may never he corrocted ine Lo already TOOqu vugted 1nterebts, In the

meanwhile, the effects of further increases in oll prices inflatiens and recession

. West may make matters still worse for the Turiish econouy.
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Introduction .

kil

This paper deals with world economic: developments end
their impact on Turkey's foreign economic relations in the
seventlies and the eighties.

A study of Turkey's internal economic, political and
social evolution cannot be dissasociated from her foreign
economic relations, which are themselves directly affected.:
by changes in the international econony. The way and the |
extent thaﬁ Turkey is affected by these changes is deter-
mined by:

(i)~ the acuteness of Turkey's internal economic, poli-
tical and social problems
(ii)- her geographical location
(iii)~ Problems specific to Turkey and to her foreign

economic and political relations.

To elaborate on these points one may say that the
negative political, social and gcconomic effects of in-
sufficient foreign exchange reserves being paramount, the
significance of those factors contributing to create foroign [
exchange shortages is accentuated. '

Due %o her geographical location Turkey, to a-large
extent, is affected by the economic and political develop-
ments in the region. 0il revenues, the develcpments in
Iran, the Egypt - Israeli agreement and the rapproachmeﬁt

between Irak and Syria, all have an impact on Turkey,

direct or otherwisei - ¢
As to Turkey's problems'in foreipgn affairs the Cyprus ﬁ

crisis and the relaticns between Turkey and Greece stand el

out prominently. As a conseguence tae reflection on Turkey
of changes in the international economy dre intensified.
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~ Por example the events in Cyprus have been influential :
in not obtaining credits. ¥ - - : oo 7 ST
. ) . .- . - . rs co. .: ) R ‘- . ~*-‘ mr-""nq‘h‘

The main headingg that we will deal with in this

paper regarding the international develdpments are:

~ changes in the oil pricés

- refsional economic cooperaticn and attempts for intesration

- the new international economic crder -

~ the impact of problems specific to Turkeéy on hefr foreign'
economic relations. : | |

- the impact changes of the attitide of ‘the J.S5.A, and the
JeS.8.R. vis a vis the problems of %thez rerion.

Theze factoré which affected Turkery to a sreat ex-
tent have besn undoubtedly interrelaterd: Tor example the
rapid increase in the price of crude oil, and the changes
ih USA and Soviet policies to the problems of the feaiona
as well as the institutional changes in the international
arena. '

We will deal with the impact of these factors se-
paretely below,

1. The Impact of the Increases in Crude 0il Trices on
Turkey's Toreinn [conomic Lielations +

)

- The ranid increases in crude cil prices Stéfting intt
1973 has resulted in a ‘'World Lconomic Crisis'. Oinse crude
0il is. one of the basic rawmeterials and holds a larce share
in total world trade, the ranid iacrease in its price caused
the greatest ecodomic crises in the post war wneriod.

The crisis, has produced necative results reparding
the: ' . ' ' '
- the rate of inflation
-~ the growth rate of the world economy
distribution of intérnational income

-~ the volume of world trade : -
-~ unemplovment '

- balance of pavyments deflcits.

ey vt )’ ‘,.cg,';:f':' L
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per cpita consumption in various countries is

3
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The above mentioned developments have been especially

felt ln the 'less developlng countrles who. import oil%e N
. . s ~ o Qe

Turkey, as a deve1001ng CPGnO-T which has to-imﬁdrt" o
0oil, belongs to the category of countries that are badly
nit. The present structure of tae Turkish economy is heavily
denendent on oil, The share of o0il in total enerzy CONIUAD=-
tion inecreased from 4%.3 % in 1962 to 65.2 % in 1977. In
spite of this increase, however, Der capita oil consumption
can still said to be very low in Tvrkey. A comparison Of
given in the

table below:

annual ner caplta

Counﬁgy : oil consummtion xtonql
Turkey 0,35
Brazil , 0,36
Mexico , 0,5%
Romania 0,65
Argentina , 0,96
Greece ‘ 1,12
Spain 1,32
USSR 1,46
Ireland v1,63
W. Germany | . 2,25
Denmark ' 3,29

Even though per capita consumption is low the share
of 0il in Turkey's foreign trade and in current transactions

in 1974 had reached high proportions.

The share of oil in Turkes' s irport bill is given

below:
1972 % 8,0
1975 % 9,5
1974 % 13,7
1975 % 1644
1976 % 19,5
1977 % 20,4
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Due to excessive price ihdéreases for crude oil in
167G, the value of the imported crude oiY and its by—Froducté‘“* e

8 is expected to equal the export revenue,

i . ' Arter this brief summary of the difficulties facing
5 the Turkish economy as a result of oil price increasss we

E shall proceed to assess the impact of these price incrcases
: . . . , .

: on Turkey's foreign econcmic relations.

E Turkev's economic relations with the oil erporiing

‘countries of the rerion, notably Ilrak and Libra have grown
E closer as a direct result of the il =rice increasas. The

e
share of these two countries in Turkev's total oil imports

Has been very high in the last few voarsg, owinz to the cre-
- dit facilities and special low prices they have granted

Turkev,

In the period 1G72-78 the share of Irak and ILibya

in Turkey's totezl imports are ~iven below:

Y1l Trak % Libya %

1972 1,
1975 1,5
: . 1974 8,7
: o 1975 10,56
- S 1976 12,5
: C 1977 12,0

v

O
(OSHOANOAN AN

~

Further more econcmic Telations with 8. Arabia and H:wyelt

: as well as the Arab Imirates have cainted an 1mpsuus.
’ Turkey signad a series of commercial and esonomic
) . e s . : i
g agreements with the Hiddle Iazstern csuntrles:( )
] Turkey - Iran (1973), Turkey - Irak (1976-1973), Tarkey -
Libya (1975, 1977, 1978), Murkey - S. Arabia (1979,
: (l)For detailed information mee T, Hanisala, "Yorslivn
E- Economic Ealations of Turkey” Istanbul University.
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, Turkey felt the need to develop economic relations
with the oil producing Middle Eastern countries in the face
of increasing difficulties-in imncrtinr oil. Apart from this

dlrect 1mpaot there 15 also an, 1ﬁ01rect ‘one’, namcly the rowth--‘

potentlal of the oil" produ01nw Middle Eastérn’ cowntrles. ‘This
factor caused Turkey - as it did other countries too - %o
take an active interest in the region. In other words due

.to the increased share in .the world trade of the Middle

Eastern countries, a concomittant increase in their share
of Turkey's foreign trade also took place.

These factors which heln to determine the relations
between Turkey and the Middle Bastern countries are exogeneous.

- A re—assessment of the policies rega rQlHF foreign ecchomic

and polltlcal ‘relations in. thc recent years

- The Cyprus crisis and the Turco-Greek relations have been
and still are influential irn Turkey's efforts to develop
close relations with the Hiddle fastern countries.

The increase in 0il prices and difficulties in import-
ing it have similarly affected the relations between Turkey
and the JSSR According to the asreement concluded hetween
the two countries in 1978, Tirkey started imporiing oil from
the JSSR which conwem;entlj led to an exnanblon in the trace

volame between thé two. The agreement not’ only Drnv1sﬂs for

the importing of the oil but also for technical and financial
cooperation in oil »rosnpecticn.

On the whole %the increase in ¢il nprices have caused
Turkey's foreign economic rolotions wwth varloﬂs countries
and even with regicns to underso change. Ac Twr{cv develoned
relations with the Middle Easternm cowntrlou and with the
USSR.

3
‘In the vears to follow this tendency is sxpected to

iy

increase even further. It is anticipated that economic and

-a




commercial relations with Irak, Libya, S. Arabia, Kuweit Iran
and the Unitéd Arasb Emirates will bhe developed; The same is
true for the USSR and Romania though crude oil exports frgm'
the USSR will be limited in the 1980's hecause of a reduction

in production surpluses.

The rapid increase in oil prices in 1977 an&%%ﬁéfrene—
wal of this tendency in 1979 led to the expansion of the Middle
East Market. The outcome of this development has been Turkey's
attempt to reorientate its exports.

The share of Turkish exports to Arab counbtries and
to Iran in Turkey's total exports has been 6.5 % in 1969,
6 % in 19?1 and 7.5 ﬁ in 1972 whereas the average ficure for
1976, 1977 and 1978 has been above 13 %. Thoush limited this
implies a reorientation of Turkey's export activities.

The expansion of the Hiddle East markets coincides
with Turkev's need to promote her exports in order to meet
demands for oil imnorts.

In other words: _
~ on one hand the erpansion of the market in thi Middle East
which makes it attractive to the euprorters
~ and on the other, the nécessity foer Turkey to eyport more
to the region in order to meet the inereased import Hill for
which 0il is mainly responsible, both these factors led to an
increase in the role of !Middle Eastern countries in Turkey's

foreign economic relations.

The impact of the increasse in oal prices on the re-

. orientation of Turkey's foreign rmelations has been all the

more intense because of the fact that Turkey is a developling

country and is located in the Middle Fast.
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2. The Impact of the Efforts for Kegional Econcmic Cooperation
and Integration on Turkey's Foreign Iconomig¢ - Relations
One of the main features of the internaticral economy
in the post war era is attempts aimine at resional cooperation
and integration Qf these The Common Market, E. ¥. 7. A., Latin

American Tree Trade Area (L.A.P.T.A.), bthe attemnt For inte-
gration in Central America (C.A.C.M.), attemnts for intesraticn
in Africa, Regional Coopzration for Davelopment (R.C.D.) and

others are the most ocubtstanding e*amﬂle%.Jveano“al economic
considerations provide the hasis for such economic cenperation
and integration, nolitical factors had been influential as well.

Turkey, in the »oet war weriod mads her attitnde clear
in this resvect by Joining various organizations for economic
cooperation in the western world. She became an associate nen-
ber of the ELC with the coming into force of the Ankara Agree-

ment in 1963,

This policy which was »pursued in the aftermath of the
war till the 19560's underwent chanmse 1n the neriod 1960-70.
This change, however, was not contradictory to the economic
relations with the west. The establishment of the .C.D. i
- 1964 with Iran and Pakistan, as well as the develoament of
economic relations with the USSKE after 17465 can by no means
be considered as alternatives to eccnomlc cooveratlon with the

west.

In the years following 14970 =nd especially with the
0il crisis in 1G7% and the Feace Opesction in Cyprus in 1974
new elements were introduvced into Turkey's forsisn economic
relations conmittant with the changes in her foreinsn politi-

cal relations.

We will nresently deal with the imnact of attennts for
! ¥ _ g e

economic cooperation and intesration which occured indepen-

dently of Turkev on hér foreign econcmic policy.
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~ 2. 1. Turkey vis a vis the Enlarged Community

. The establishmeht and the-enlargement'of the EEC has
affected Turkey's foreign economic relations directly. The
Treaty of Rome 31gned in 1957 and coming into force in 1958
providing for economic and in the long run pelitical inte-

_ gration affected Turkey to a large extent. Nepociations with

the EEC officilals started in 1959.

Turkey took the rirst step to full intesration by
sisgning the Ankara Agreement in 1963%. In taking this decision
it is mora likely that political considerations welghed more.

. The Prepatory Period, which came into force in 1963 was fol-
lowed by the Transitory Period which of“icially starts from . o

1973.

The share of the EEC en Turkev's foreign trade has,
except for two vears, heen steadllv increasing. It can by no

| means be asserted that the wrovisions of the Ankara Agree-

l o ment,.tge Prepatory and the Transitory Periods are solely B

t responsible for this. In the same period the share of the EEC
|
k
{
:

in the world trade has also increased considerably. , 1

Thewsharé of the EEC in Turkey's total trade volume

is given below:(l) : _ i
Yal' . . % rpay:
\ ) oy ot
| 1964 B 38,57¢
| 1966 ¢ 43,937
L A 1968 46,26 .
1970 44 .84
| 1972 a3las
, 1974 . 40,80 . Y
| : - 1976 48 ,64
1 1977 40,90

? (l)Ministry‘of Trade, Publications of Foreisn Trade,

Directorate General




7 Even if Turkey had not signed the Ankara Agreement
with the EEC its share in Turkey's trade volume would still
- have increased,‘due to thé increase in Community's share in
the trade activities in the Mediterrencan and the Middle
Gast as well as in the world trade as a whole.

fowever, aside from trade activities, there has been
other indicators that economic interaction between anﬁéjﬁw-
and the EEC had gained an imvetus. These were:

Private forecign capital movements

Turkey's forelgn Gebdts

1

Services and other transactions
Transfer of technoloey

Thege factors clearly express the signifinence of
the development of the EEC on Turkey's foreign economic
policy. Especially, the recent agreem@nt concluded between
the EEC and Greece and the apmlications of Spain and Fortusgal

have amplified the masnitude of this impact.
2. 2. The Impacht of Inber-state Cooperation in the Balkans
and in the Middle East on Turkey's Foreirn Yconomic

Helations

Cooperatipn and rapnrcachnent in the Middle Tast

and in the Balkans are political ratiuer than gconomical.

Those with an econol.ic character arve based on bilateral eco-
nomic and commercial asreements. However this has ant precluced
0il producing Middle Eastern countries entering a mal tilateral
agreement endorsed by OPEC. Since OPLC's zore of influence 1s
.far greater than the Middle Zast its iwmpact on Tnrkcy belongs

wore to the realms of international economy.

Leaving RCD aside, tThers are Mo suhctantizl attempts
for economic cooperation and rapproachmeént in the Hiddle last
except the OFEC. The Islamic countries show some efforts for

o

il
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economic cooperation. In the Tstenbul Corference of the Is-
lamic countries in 1675 1t was decided *o establish in com-
monrtechnical, rinancial and commercial institutions. In the
péfiod 1976—79‘there were no significant achievemen=s o thics
end. However in the following vears if such cooperation 1s
developed it would influence Turkev's foreign relations to

a great extent. ’ '

Turkey's economic relations with the Middle Fastern

. countries, namely Libya, Irak, S, Arabia, Kuweit, Tunisia,

Alperia and Iran havevafbilateral economic and commercial

bagis'. Only RCD (Resional Cooneration for Development) is

a mulbtilateral organisation. , o

The Islamic Common Market 1s only a project at an

elementary stase and its probability of its realization is

very low.

- We can assert that Turkey is concerned with the sconcmic
and political cooperation and ranpreachment in the Dbalkans.

#rom the economic viewpoint a multilateral cooperation has
not been attemped vp to now though Turkey has always reacted
positively to any initiative coming from the Balkan states

ror economic cooperation.

The fact that Bulgaria and Pomania are members of Hhe
COMECON hinders multilateral efforts for economic cocperation

in the Balkans.

In conclusion the developments in the EEC and in
the Islamic countries resarding rezional economic cooperation

and integration are important in having a direct =rifect on

Turkey's forelgn economic relations.

ot b A T e
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3. The New International Ecoromic Order (NI 70) and Turkey's

Forelgn Economic Relatwons

The NIEO has become on importaant field of .stdy.1n
the recent years. he- evalmatlon of the role of the levelopling
countries in the 1ﬂueraaclona1 gConomy ‘1S relevent ia respect
to the commercial, financial and technological protlens of

the developing countries.

The discussion on thz NIEO which includes the deve-
loping countries who are not oil procicers hads ALlsc important
implications for Turkey for the tyoed of'pro%lems that are
cited above are also valid for Turkev, These problem areas

are:

- gréntinngf favourite treatment by the indastrilized count-
riea and especially to thelr induatrial preoducts

- reduction and possible elimination of the losses arising
from deteriorated terms of trade. _ ‘

- increase in the aid supplied by the rich countries to the
developing ones and the elimination of their debts.

.. Providing easier access tc Qrroloning countries Ln the
technology tranfers.

- development of economlc cooperaticn among the developing

countries.

‘ Turkey took interest in the NIEO discussicn especially
after 1978, The motivaticn 1s not serelv econcmic. Turkey's
attitude vis @ a vig the NIZO has been influenced by the need
to re-orientate her forelgn nolicy after the Cvpris Crisis
and by the need to diversify her for=ign reliiions.

The failure to achieve any zoncrete resvlhs in the
discussions on the NIEO is also reflected'on Trkey's eco-

nomic relations in the sense that no suhgtantial change in

the structure of her foreign policy.
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-fifﬁf ERELIE the NIREO disbussionfresg;t in agreement in the
1980's, there will be a concomittantximpact onfTurkéy's for-, -
eign economic relations. ‘ '

4., The Impact of the IEvolution in International Institutions
~and the Changes in the International lioney and Capital
Markets.

The Impact the evolutions in international institutions
and the changes in the International Capital and Money Markets
has increased in 1975-79 due to the problems that Turkey faced
both internally and externally.

As the balance of payments difficulties started after
1974 and foreign payments were largely covered by foreign debts
the change in international money and capital markets had a
drastic effect on the debt structure and the way it functioned.

The reduction in inter-state loans after 1970 and the
strick stand taken by the international economic institutions
after 1973 increased indebtedness to private banks and com-
panies in 1976-78. In addition to this the adopticn of wrong
policies in external borrowing led to a dramatic increase in
Turkey's short term in debitedness in 1977.

The share of private banks in the foreign debts of
the developing countries without oil revenues like Turkey,
increased to a great extend after 1973. Similarly the impor-
tance of IMF with respect to the supply of credits by the pri-
vate banks has shown a corresponding increase. The IMF and
the network of private banks have become more influential
as suppliers to Turkey of foreign credits.

As the situation remained unaltered in 1979 Turkey
become increasingly dependent on the IMF and the network of
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‘prlvate banks in obtaining foreignlogns. In other words ag-
reement w1th the IMF and .with the prlvate banks become a pre-

et
condltlon for obtalnlng new credits.

Turkey's financial difficulties and foreign ex-
changé shortages have resulted in the IMF and private banks
oépupyihg_a preponderant position in Turkey's foreign eco-
nomic relations, a situation which is valid for those de-
veloping countries in a similar positions.

In summary, the impact of the evolutions in inter-
national institutions and the changes in the intermational
money and capital markets on Turkey's foreign economic re-
lations has significantly increased especially after 1973. -
The following factors have been influential in bringing
about this situation:

(i) developments in the internationzl money and capital

markets.
(ii) the channelling of the o0il revenues into the inter-
' national markets.
(iii) Increased dependency of Turkey as well as other deve-
loping countries in similar positiohs: on international
credit markets. | |

This state of affairs seems likely to continue in
the IV Five Year Planning Period.

5. The Impact of Problems Specefic to Turkey on her Toreign
Economic Relations ' |

Alongside with the economic factors political ones
are also influential in the orientation of Turkey's foreign

economic relations.
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Turkey which becane a member in the aftermath of the
W.¥. II of western economic, political and military pacts

ffaligned‘herfforeign economic. relations with the.political

o

and military ones. till the 1960's. After this date the in-
ternational economic situation underrent rapid change and

- political and especially military alliances stopped being

a determining factor in international economic relations.
Starting with the EEC countries many member countries of
NATO entered into economic relations with non-member NATO
states while the Eastern Blocm countries developed their

- relations with Western and less-developed countries.

The 1963-64 Cyprus Crisis was influential in sha-
ping Turkey's foreign economic relations. In 1974 Turkey's
foreign economic and pélitical relations were re-assessed
under thé light of the Peace Operatior. %o Cyprus. A policy
aiming at developing close economic and political relations
with Middle Eastern countries has gained on impetus. These
two factors influenced Turkey's econonic relations:

(i) The Cyprus Crisis and the Turco-Greek Relations
(ii) the US arms' embargo following the Pezce Operation
to Cyprus,

The world oil crisis which coincided with Turkey's
balance of payments difficulties increased Turkey's vulnera-
bility in her foreign economic relations.

In the next few years Turco-Greek relations and the
Cyprus question will remain a determining factor in those
issues concerning Turkey's foreign economic policy.

Turkey's quest for new avenues in her foreign econo-
mic relations such as developing closer links with the Middle
Fastern countries are by no means an alternative To her re-
lations with the West.
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Turkey's present political and uilitary lirks with
the Western countries, the politicai =nc Shae eceononic system

she has adopted, and her geopoliticai importance eszclude
iany p0851b111ty for a drastic chenge 1n her foraign'relations,

The decision to preserve the present zsituation appears o be,
J

in our .opinion, the only rational cne.

6 The Impact of the Policies of the TUBA and the ULLE
with Respect to the Middle Bast and of their Relations
with Turkey on her Toreign FEconomiz Relations

The attitude of the USA and the USSR vis a vis
Turkey and the adjoining region has been influential in
determlnlng the ecohomic and political structqre and the

regional equlllbrlum.

The recent: changes in international economic and
political balance affects the Kiddle Dasters noliciss of
the two big powers. These developments are:

(I) The emergence of China as a world =conomic and pcliti-
cal power and her policy of ouverture.
(II) The expansion of the EEC's economic zone of influence.
(III1) The rapproachment between Isreal and Egypt.
(IV) The rapid increase in crude oll prices :
(V) The events in Iran and growing restlessness in the
Middle Eastern countries.

Should the growing importance of Turkey in the
USA's worldpolicy result in an increase of US military and
economic assistance to Turkey this sitvaetion will in turn
directly affect Turkey's foreign economic relation:.
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As to the USSR, the 1965—1979-period has witnessed a growing
increase in Turco-Soviet -economic relations. If no changes
occur in the balance of power in the Middle East one mnay
safely assumz that the USSR will wish to fyurther, in the
next years, her relations with Turkey. However this policy
depends also, %o a great extent, on the turn that the Soviet
and the USA relations will take in the future. The evolution
of the situation in Iran and the possible changes in some .
Aradb countries will also affect the policl of the USSR to-
wards Turkey.

Turkey's foreign economic relations depend to a great
extent on world economic and political conditions. Her geo-
political position greatly affects her sensitivity to these
changes., As pointed out earlier the evolution of Turkey's
economy and the problems which she will encounter will de-
términe the magnitude of this impact. However Turkey's po-
litical, social and economic structure together with her
memberships in specific alliances do not: allow any possi-
bility for a radical change in her foreign economical re-

lations.
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TURKEY 'S POLITICAL AND ECONOMIC RELATIONS
NITH THE U S A
AND POSSIBLE FUTURE DEVELOPMENTS

Bys Seyfi TASHAN

I be11eve there are. four dates wh1ch s1gn1fy turning points
in the Turkish-U.S. relations. A rev1ew of what has happened
on those dates wou1d indicate the ups and downs of the Turkish-
U.S. relations and how statesmen of both countr1es have addressed
themselves to the issues.

- The. first significant date is January 18 1927 when the
United States Senate, by six short votes, rejected the Treaty of
Lausanne under the pressure of strong Armenian and church opposition
which preva11ed under an atmosphere of partisan political struggle.
- The Treaty,‘wh1ch ran almost para11e1 to the other Lausanne Treaty
signed between Turkey and her former enemies, sought to regularize
"Turkey s diplomatic relations w1th the United States, ended capitula-
t1ons and brought most favored nat1on treatment principles. At that
time the Turkish reaction was ekpressed—by'Kema1 Atatirk. As quoted
by Ambassador Joseph Grew Ataturk said there was no fundamenta]
reason why the United States and Turkey should not exist in comp1ete
harmony. He could not understand,;however, "how it was possible in
a country where culture and civilization form the keynote of the
'social fabric of the nation, that a fanatical minority could impose
its will on an enlightened majority."

~ This congress1ona1 att1tude, however, did not prevent the
estab11shment.of diplomatic relations, nor did it assume a- permanent
character of hostility'on the part_of the U.S. Congress, although
j anti-Turkish propaganda has cont{nued_oh and off to blacken the
Turkish image in the United States. |



In the subsequent years it was possible to ma1nta1n mutually
satisfactory relations because the basic obJect1ve of the United
States was confined to the protection of its traditional m1ss1onary,
philanthropic, cultural and economic interests in.Turkey. Since
U.S. was politically disinterested until the Second World War in
the Middle East, there was no conflict of interest. During the
same period United States was a good trade partner for Turkey's
traditional agricultural products " In the 1923-1941 the balance
of trade between the two countries every year favored Turkey.
From 19203 to 1939, the poT1t1caT non- 1nv01vement of the United
States was a factor of great we1ght in determ1n1ng the American
role in the Turkish econom1c development One 1nteresting constant
picture has been the nature of Turkish exports to the United States.
Tobacco accoufited for 73%.of Turkish exports to the United ‘States -
in 1938 afid in 1976 it accounted for almost 90% of: Turkey s exports
to the same country, ' : :

The United States was in the second pTace as’ the purchaser of .
Turkish goods, and seventh as an exporter to Turkey " Capital goods
constituted fifty per cent of Amer1can exports’ Outstde one or two
st111 born attempts, U. S cap1tal 1nvestments in Turkey were negligible.
_The reasons given for this lies more in the Turkish attitude towards
foreign capital. The new repub]1c wh1ch was still under the shadows
" of the Ottoman cap1tu1at1ons “tended to Judge considerations of a
nat1ona1 character from a pol1t1ca1 rather than from an economical
‘standpo1nt 1 be]1eve th1s observat1on st1]1 ma1nta1ns its va11d1ty.

. In the international poT1t1cal scene there was not any major
problem or conflict between the United States 1nterests and those of
Turkey. It might be worthwhile to mention, though, the United States
attitude concerning the Turkish Straits. This attitude'was 1n1tiaT1y
formulated by President Wilson in his program for Peace of January 8,
1918. 1In Point Twelve dealing with the Ottoman Emoirelhe said in
part: "...and the Dardanelles should ‘be permanent]y opened as a free
passage to the sh1ps and commerce nf aTT nat1ons under international



guarantees." In early 1930s when Turkey became rather concerned
with the security of the Straits due to the rise of the power of
the Axis and informed the s1gnator1es of the Lausanne Treaty of
its 1ntent10n to revise the status, it also informed the United
States. The United States then thought that it had no treaty
right, direct or indirect with respect to the Straits convention -
or any concern with the military and political aspects of the
problem. U. S. maintained this position until the end of the
Second World War.

The United States attitude towards the Middle East and Turkey
began to change somewhat during the Second World War. By the
beginning of the War, Turkey had a clear idea of the intentions
and ambitions of Stalin concerning both the Turkish Straits and
the revival of Tsarist ambitions to reach "warm waters". Turkey:
was also threatened by Mussolini and the expansionist danger of
Nazi Germany. In order not to be dragged into the war from which
Turkey had no chance of coming out intact and independent, Turkish
leaders were forced to play the delicate policy of balance. On
- December 3, 1941 President Roosevelt extended lend-lease assistance

- to Turkey. In 1944 he declared that the United States had vital

interests in the Middle East, although the British Government was
held responsible for Allied actions in thé areé. The lTend-lease

was not made subject of an agreement between the two countries,

but during the war Turkey continued to receive American defense
material and services. An agreement was signed only on February 23,
1945 which stipulated that the aid would terminate at the end of the
war, which was soon to come, and Turkey would be left only to what-
ever military aid she could get from Great Britain.

. During the war against Turkish worries about Russia the U.S.
interest was focused on thé war with the Axis and Japan and a
somewhat‘wishfuT-thinking'prevailed about the Soviet Umion. "It is
for this reason that the U.S. had a benevolent attitude at Yalta
and Po%ﬁdam'tpwards Soviet requeéts concerning the Turkish Straits.




Furthermore, the United States did not favor the entry of Turkey
into active war against Germany. In 1944, the United States Chiefs
of Staff indicated their approval in principle but warned that the
United States should not be committed to military, naval or air
support of any campaign in the Balkans. This wa§ due to U.S.
concentration on the Western front. |

The second date which marks another milestone in Turkish-U.S.
relations is March 12, 1947 when President Truman announced his
famous Doctrine in a joint sitting of the U.S. Congress.  The
proclamation of this Doctrine not-only marked a change in
U.S.-Turkish relations but in the global policies of the U.S. as
well. I need not outline here at length the details of the develop-
ments that led to this change, but refer briefly to several points
which culminated in the reassessment of the U.S. policies: |

‘It was as far back as in 1940 Soviet Foreign Minister Molotov
had‘proposed Germany as the Soviet price for collaboration with the
Axis, a new regime for the Turkish Straits, with bases and provision
of joint defense and'héd declared that the center of gravity of Soviet
policy and interest lay in the area south of Baku and Batum. The
Soviet policy did not change after the war.

During the Potsdam Conference, Soviet Union wanted to have the
question of Straits and Soviet territorial demands on Turkey to be
taken up directly between Turkey and the Soviet Union. While
President Truman disagreed with the first,'he agreed that the latter
could be resoived between the two countries.

The change in the U.S. credulence in peaceful intentions of the
Soviet Union did not come abrupt]y First, change came in 1945 when
the United States came close to Turkish view regarding the Russ1an
demands on the Turkish Stra1ts and in 1946, U.S. began to be
interested in the terr1tor1a] integrity of Turkey. On April 6, 1946
on the occasion of the Army Day, President Truman expressed U.S.



interest in the Middle East area where he stressed no country

had interests which could not be reconciied with those of other
nations through the United Nations. The same day U.S. battleship
Missouri was paying a visit to Istanbul. As early as in January
1946 President Truman was convinced that the Saviets intended to
attack Turkey. Unless they were "faced with an iron fist and
strong language, another war was in the making."

Soviet pressures'on Turkey, which were conducted in keeping
with Lenin's famous_teaching; "In a bayonet attack when you hit
mush continue; when hit rock withdraw," did hot disappear but
resciﬁded in the face of the resolute attitude of the Turkish
Government and perTé; and the reaction of the United States and
Great Britain. The change of att1tude of the United States did
not originate from Soviet menace on Turkey alone. The Soviets
had probably overplayed fheirrhands in the entire area. Greece
was immersed in a civil war, where the Communists seemed determined
to .take over, and in Iran they were attempting to set up pro-Soviet
regional governments. It was the regional chakagter of the Soviet
challenge that actually led to American action to defend Greece,
Turkey and Iran. ' | -

‘For a while there was a division of opinion in the United States
concerning military support to Turkey. Britain had expressed its
decision to abondon their.military aid to Turkey. George Kennan,
one of President Truman's major foreign policy advisors was of the
opinion that emphasis should have been placed on "firmness of diplomatic
stance, not on military preparations." His fear was that U.S. military
aid might provoke Soviet aggression. However, the United States did in
the end decide to come to provide military aid to Turkey. Kennan
suspected that "what had rea11y.happened was that the Pentagon had
exploited a favorable set of circumstances in order to infiltrate a
military aid program for Turkey in what was supposed to be primari]y a
political and economic program for Greece."

Nevertheless in his message to the U.S. Congress on March 12, 1947
President Truman was announcing his Doctrine by declaring that the
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United States was prepared to assist both Greece and Turkey in
defending their independence. If Greece fell under the control

of an armed minority its effect on Turkey would be immediate and
serious and confusion and disorder might well spread throughout

the Middle East. For this purpose he asked an allocation of

four hundred million dollars of aid to be spent for supporting

the shattered economy of Greece and provide military aid both to
Turkey and Greece. Deterrence against Soviet armed aggression had
become one of the general goals of the United States foreign policy.
Marshall Plan, Korean War, formation of NATO, CENTO and SEATO in

the following years might be considered as concrete steps towards
this foreign policy goal on which there seemed to be a general

public consensus in the United States. As far as Turkey was
concerned Truman Doctrine did nqt'have the effect of an alliance
which thé Turks felt was necessary for two basic reasons: First,

the deterrence quality of the Turkish-U,S. military cooperation

would be enhanced, and secondly, the volatility of the U.S. public
opinion on matters concerning Turkey might once again play a trick
and Turkey might have been abond?ﬁé&; Therefore, Turkey looked on

to NATO as an instrument that would secure alliance with the United
States. Disappointment was great when Turkey was left outside NATO
when it was formed. The United States undertook only to "accord
friendly and careful consideration to the security problem of the
Turkish Republic." European partners of NATO were also against the
extension of the Pact to include Turkey. The objections that are
being advanced today in some European countries against the inclusion
of Turkey in the European Community were put forward between 1949 and
1951 against Turkey's admission to NATO. These objections ranged from
strategy to religion. However, Turkish participation in the Korean
War and the skillful diplomacy that was followed culminated in the
membership of both Turkey and Greece within NATO. Turkey looked
towards NATO membership as establishing a definitely Western identity
tong cherished by Atatﬁrg, considered U.S. alliance as the greatest
and best support for Turkey's economic and security problems and in



fact gave predominance to Allied interest which were considered
as Turkish interests as well.

The Americans were given almost a free hand, with bi-lateral
executive agreements, in making whatever defense and security
arrangemeﬁts they deemed necessary, including permission to
build military bases and allow U-2 flights and station nuclear
warheads. The Turkish mlitary forces were standardized on
American patterns and the entirety of it were placed at the
disposal of NATO. DUfing that period Turkey and the United States
cooperated for the conclusion of the Baghdad Pact, which became
after Iraqi revolution, CENTO. Turkey tried, with the Balkan Pact
to'providé some security to Marshall Tito. It is admitted that
while Turkey provided full support to and Taid emphasis on its
relations with the United States, it ignored the sentiments and
feelings of its neighbours, especially Arabs, and its action to
organise a regional defense system under the Baghdad Pact became
counter-productive with the extension of Soviet influence to the
Arab world by-passing Turkey.

~In the economic field as from 1950 Turkey adopted the
princip]es of 1iberal economy in the hope that integration with
Western economies and the assistance to be provided by Turkey's
allies wuu]d enable her to achieve rapid economic development and
1ncrease the welfare of the Turkish people who had -long suffered
economic deprivation.

While Turkey had obtained the military support and cooperation
from the United States both in the form of Treaty guarantees and in
actual fact, there was a difference of understanding and concept
regarding the sense of alliance between Turks and Americans. As
Ambassador Parker T. Hart points out "arkadas" (the Turkish word
for friend and ally, literally means 'the one who walks behind you'
i.e. to protect your back.) For twenty five years the attachment of
the Turkish people to the United States was that of the arkadas,
affectionate, grateful and ready for sacrifice." Yet, the United
States looked -on the alliance with Turkey not in this sense but




in the sense of cooperation with a basically alien country for
Timited purposes. This conceptual difference as well as inability
of the Turks to measure politics in terms economy created a number
of difficulties. The United States was not prepared to underwrite
the financial cost of a rapid development of Turkish economy.

It was ready to provide whatever economic assistance it had to

in order to keep Turkey away from economic collapse. In 1950'5'
Turkey's attempts to bring American private capital in substantial
quantities failed, and Turkey was led from one foreign exchange
bottleneck to another. For various factors the United States,
instead of providing more assistance on a regular basis, préssured
Turkey to reduce the rate of its economic development and change its
priorities from more. consumption to more exports and tourism. This
basic attitude still continues to be a source of friclion in the
present decade.

The third date which is from the Turkish viewpoint a milestone
and signify a change in the character of the Turkish-U.S. relations
is June 4, 1964 when President Lyndon Johnson wrote té Prime Minister
tnonii "....Furthermore, a military intervention in Cyprus by Turkey
could Tead to a direct involvement by the Soviet Union. I hope you
will understand that your NATO Allies have not had the chance to
consider whether they have an obiigation to protect Turkey against
the Soviet Unjon if Turkey takes a step which results in Soviet
intervention without the full consent and understanding of its NATO
allies." '

Only seven years ago when Soviet Union was extensively arming
Syria, Turkey had taken l certain defensive military measures along
her frontiers. These measures had infuriated the Russians and in
an interview with James Reston on October 9, 1957 Kruschev had said
that if a war broke out Turkish resistance would not last even for
one day. U.S. State Department had issued a étatement the next day
in which the U.S. Government had pledged itself that "if aggression
took place against Turkey, U.S. would fulfill its obligations within
NATO and aid -Turkey with all its power." Much had changed in the
U. S. attitude.
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Until the end of 1963 Turkey's leaders have not only
maintained their fullfledged and almost blind support of Western
Alliance but at the same time had rendered service to U.S. | =
interests in the region even though some of these interests had
clashed with Turkey's regional interests. Johnson's letter,
obviously written in haste but reflected a shift in the U.S.
priorities and in assessment of threat resulting from Kruschev's
policy ofA"peaceful co-existence",'brought certain perplexities
to Turkish minds on the very nature of its ties with the West and
even on its own identity card. Questions began to be asked Toudly
in the Turkish public opinidn whether Turkey had been placing too
much reliance on Western and U.S. alliance. There is no doubt
that President Johnson's letter had initiated a chain of course
carrections in the conduct of Turkish foreign policy, as well as
certain new currents in Turkish domestic policies.

There are arguments that Johnson's letter mighf have been
given more emphasis than it really deserves. It is quite clear
that on the question of Cyprus the United States was bent towards
-supporting the Greek case, and President Johnson had chosen to
blackmail Turkey to accept a de facto situation. On thé other hand,
the supporters of his action would claim that a Turkish-Greek - |
conflict would in effect destroy the validity of the Atlantic
Alliance in the region. Both arguments have certain justification.
There is no doubt that there is a basic difference in the United
States attitude towards Greece and Turkey. The existence and
influence of the Greek community in the United States and inter-
mingled economic interests, not to mention historical attitudes
towards Greece establish a special bond of relationship between
Americans and the Greeks. This added dimension had been neglected
by the Turkish public opinion since many years. Turkey and Greece
were included together in the Truman Doctrine, Marshall Plan, NATO
and even were made associate members of the European Economic
Cbmmunity and they were treated'equally. As regards Cyprus Turks
had expected equal treatment too. Until 1964 U.S. attitudes had
been equitable. Turks were realizing that Western attachment to
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Greece was so dear that they might even put the position of
Turkey into jeopardy.

Later on, I will take this subject once again within the
framework of principles guiding the relations of Turkey and the
United States. ' '

The realization that both the United States and West
European powers would not take concrete sfeps in resolving the
Cyprus question 1in an equitable way, brought a shift in the
conduct of Turkish foreign policy. By perceptible'degrees
Turkey abondoned its monolithic pro-U.S. and Western stance and
entered into a phase of a multi-faceted policy. Turkey decided
to respond favorably to Soviet overtures which had been continuing
since Stelin's death in 1953 for a fappfochment between the two
countries. 'Turkey tried to improve its ties with the Third World
countries, the Arab World, and the Socialist bloc. I would call
the period after 1964 a phase of disengagement in Turkish-U.S.
relations. While NATO adopted the flexible response strategy,
the United States began its 1ow'prof11e policies. In the process
of détente that actually began to ehcompass relations in Europe,
the American debac1e in Vietnam, the advent of EEC, China and
Japan, the changes in weapons technology, the rise of Soviet naval -
 power were factors that changed the international climate and led
to reassessment of international relations and strategic doctrines. .
In 1967 the renewed Cyprus crisis and the Vance mission partially
satisfied Turkish objectives but these did not bring a solution
to the question which flared up once again in 1974. I distinctly
remember talking to an American diplomat on the day President Nixon
signed Modcow declarations which initiated détente process in 1972.
He asked me, "Now, that U.S. and Soviet Union ended the cold-war
what will Turkey do?"

The Tast turning point I wi11'mention is 1974, Not July and
August 1974 when Turks landed and carried out two military operations
in Cyprus, but December 18, 1974 when the United States Congress
imposed an arms embargo on Turkey effective from February 5, 1975
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Once again clock had beeﬁ_turned.back to 1927. The United
States Congress under the influence of the Greek 1obby had
dealt a heavy blow on Turkish-U.S. relations. - Atatiirk's
incredulity in 1927 once again dominated Turkish minds. This
time though, more effectively, because in 1927 there were no
security relationship between Turkey and United States, and
the -two countries were not allies. In any event, the two

" ".situations had certain similarities, The Turkish reaction to
the Congress' action this time was more profound also for another
reason. That is the pluralist nature of this Turkish society.
This character had reduced the freedom of action of statesmen .
in Turkey in overcoming'the harmful polfticaT implications of
the embargo. Nevertheless, it_was up to the statesmen of both

- countries to overcome the effects of the embargo motivated
crisis in our relations. 1 would Say they have succeeded by
their sober and far-sighted actions and cooperation to ‘
eliminate'substantial1y the crisis Etagé7of our relationship,
although it must be admitted that it.will never be possible to
return to the days of euphoria that prevailed during the fifties -

.and early sixties, | '

By referring to four.dates which marked substantial changes
in the Turkish~-U.S. relations I tried aiso to give a rough
idea of the history of these relations during the past fifty
years. To put it briefly these relations turned from friendiy
relations between two distant countries, into a pértnership
and ‘alliance which in turn became as George Harris termed it
a "troubled alliance". There is no dispute in both countries
on the vital necessity of this alliance, but outside that there
seems to be many differences. It would be necessary therefore,
to dwell on briefly on the nature of national aims and
coincidence of interests, point out.divergencies and try fp
explain inherent and artificial influences that cause distor-
tions in our relations, | '
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In a congressional document in mid-seventies the fundamental
national security aims of the United States in the Mediterranean |
and Middlie East were explained on- the basis of the following.
constants: General Goals: - Deter Soviet armed aggression
against'the United Stateé, NATO, Europe and the Middle East-
-Project sufficient power to defend effectively if deterrence
“fails. Spec1f1c Goals: -Secure NATO's south flank - Encourage
stability in the Middle East- Support Israel - Maintain free
world supply lines in the Mediterranean - Ensure continued access
to Middle East oil. '

From the United States point of view what is the role of
Turkey for the pursuit of U.S. national security objectives?
Out of the debates complicated by lobby influences and public’
jgnorance on details what should be c¢lear ideas are somewhat
blurred from time to time. I would 1ike to quote a few excerpts\
from a speech de11vered by V1ce Pres1dent Mondale when he was a
senator in 1974, Senator Monda1e was speaking in the heat of
the opium debate. Proposing a total economic and military
embargo on Turkey Senator Mondale invited the U.S. Government
to give reconsideration to the strategic situation: "Qur
relations with the Arab countries have markedly improved" he
said. “We are no longer clinging to the Northern edge of the
Eastern Mediterranean. We are homeporting naval vessels in
Greece which enables us to offset the expansion in the Soviet
Navy's Mediterranean deployment. Our alliance in NATO has done
nothing to curb the Soviet naval build up in the Mediterranean
even though their 1ife-1ine runs right through the Bosporus....
It is important to recognize that we cannot use our bases in
Turkey except when Turkey is at war with the Soviet Union.
Otherwise they are worthless. During the Arab-Israeli war of
October 1973, the Turks permitted the Soviet Union to overfly
Turkey to resupply the Arabs, but would not let us use our bases
to refuel our reconnaissance airacft. This example of favoritism
to the Soviet Unjon provides a measure of how much our so called
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strategic position in Turkey is worth. .In the remote case of

a conflict with the Soviet Union, our bases would be used to
support the Turks. We .apparently do not consider this threat
imminent since a good portion of the-U.S. aircraft in Turkey
are based half of the time in Spain. We do not plan to mount
strategic attacks on the Soviet Union from Turkey. In terms

of overall strategic nuclear deterrence our bases there are
obsolete. "Their real utility is to deter local aggression
against Turkey. The Turks are not doing us a favor by letting
us have the bases. It is the other way round. The alleged
strategic value of Turkey should no longer control our decisions
in this age of strategic missiles, intelligence satellites, _
détente with the Soviet Union and rapprochement with the Arabs.
It is not worth the kind of bargain'ih which we give Turkey
almost a quarter of a billion dolliars in economic and'mi1itary
assistance." On the question of opium Senator Mondale and his
c011eagues did not succeed but at the end of the same year they
succeeded to impose a military embargo on the occasion of
Turkey's intervention in Cyprus using more or less similar
reasoning. | ' '

In theum11itary terms the value of Turkey for -the U.S. is
evaluated in a different way by military circles. Prof. Albert
Wohlstetter considers Turkey's presence in NATO useful at least
for the following reasons: -Turkey's participation in NATO
sharply increases Soviet force requirements for Bulgarian or
combined Bulgarian-Soviet attacks on Greece. Even if Turkish
forces were less actively invelved, they would tie down considerable
strength in the Black Sea, Balkan and Caucasus fronts. This could
be trueso long as the Soviets could not be sure of Turkish neutra-
1ity. As regards NATO's southern flank, he says, if flanks are
neutralized by political or military action, an adversary can
concentrate more massively against the center. The defense of.
the center cannot be separated from the flank. Referring to
potential role of Turkey in the case of a U.S.-"Soviet conflict
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~in the Middle East, Professor wohlstetter'points out that if

the Soviets can overfly Tu?keyaat will, they can cut out in
half the time needed to deploy forces by air to an objective
near the Gulf. Roughly the same time is true for deployments

to the Lebanon and Israel. Regarding the military and:
intelligence bases in Turkey Professor woh1stettef-says: _
"It should be stressed that we should not regard it as a choice
so to speak, between technology and Turkey. Many advanced and
continually improved technologies can be used to great advantage
from facilities in Turkey." Military circles also point out
that Turkey's presence in the Allience, makes Russian supply
‘lines to Middle East insecure. |

From these two arguments wh1ch I tried to quote emerge
some conc]us1ons ' :

wh11e there is some controversy regarding the continued
value of Turkey to strategic interests of the United States,
the primary cause of U.S. involvement is nevertheless a mili-
tary one closely related to U.S. security-objectives in the
region, as well as those of NATO. '

The compelling motive that_forcés the United States to
support Turkey within the context of the global and regional
U.S. objectives may thus be .summarized as follows:

- From the militafy point of view Turkey's cdoperation
with the United States is essential for the defense of

" the South flank of NATO. I

- From-the point of view of U.S. interests in the Middle
East i.e. defense of Israel and access to o0il routes,
unlimited Sov1et passage r1ghts over Turkey must be
prevented. _

- Since intelligence equipment and possibilities 1in
Turkey are as yet needed for observing Soviet compiance
‘with SALT agreements and for other military intelligence
Turkey represents another asset which the U. S. military
.estab11shment wishes to preserve.

-g‘;._ .
l
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- Finally, Turkey's place within the Alliance makes
Soviet supply routes to client states in Africa and
‘the Middle East insecure.

These are the prinbipa]lu;s}'miiitary and security interests
in Turkey. and others may be added by the experts. However,
fore1gn policy format1on in the United States is not always
determined solely by m111tary ex1genc1es and Turkish-U. §.
relations are affected gengra]]y from other overriding
variable factors. These could be summarized as follows:

a} Perception of Threat:

The euphoria of détente of late 51xt1es and early
seventies passed away with post-Helsinki Russian attitudes and
increasing Soviet military potential. But it is obvious that
the Soviets are still unprepared to risk a major military

confrontation with the West, even though they are nearing
supremacy in strategic and conventional weapons. Short of

direct and overt-menace it is not possible to secure a consensus
in the United States on political aspects of mi]ifary requirements
especially under post—Viétnam conditions. In the case of Turkey,
political opinion differs widely; so much so that the anti-
Turkish Tobby even challenges the military value of Turkey for
the Western alliance. ‘ |

b) Changes of Strategy:

In the global confrontation between the Soviet power
and the West, new weapons, technological developments, political
considerations, international climate have caused continuous
changes in strategies of both the United States and the Soviet
Union’ --As a consequence Turkey's role in the United States
strategies also keep changing. I will not-get into details
of these changes because of the scope of this paper; but, let
me suffice by mentioning the fact that the U.S. military thinking
consider some Turkish military postures which were assets in the
past no longer so, to the disappointment of Turks. .
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¢) Perception of Turkey and the Turks:

Again there is no commen perception of Turkey and the
Turks in the United States. For the people of the United States
Turks and their aspirations, character and culture are little
known. Their=image.is‘cdntinuouély blackened by traditionally
anti-Turkish forceé which have ways of 1nf1uencing U.s. public.
In.the absence of an effective Turk1sh 1obby and propaganda 1in
the United States and since the U S. peop1e do not consider
Turkey as a “parent“ country Tike the rest of Western Europe,
the task of defending Turkey and Turkey's image is generally.
Teft to the executive branch of the U.S. Government in the hope
-that fhéy will be able to defend Turkey because U.S. needs Turkish
alliance. However, as we have seen in the past U.S. executive ﬂ
branch may often be over-ridden under tense domestic political
climate or when anti-Turkish lobbies may -become effective also
in the executive branch. ] |

..d). Another negative factor has been the absence of a
thorough appreciation of‘Turkey's non military role and
capabilitieé in the region,' The fact that Turkey has maintained.
a democratic form of government, respecting human rights, with
an active free enterprise system, derted to its economic and
social development and full of peaceful intentions for her
neighbours have received little attention in the United States,
despite the fact that U.S. support of unpopular regimes in the
world has led from one debacle to another.

e} U.S. has shown a definitive interest in the economic
development of Turkey and has provided substantial assistance
which I will refer later; but neither in the economic sense nor
in the military sense policies recommended, the amount and
quality of aid were adequate to meet actual requirements for
rapid development. I am ready to admit that on this subject a
great part of the blame falls on the Turks for not having
followed rational economic policies.
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£)- There has never been, in the U.S. public and for a
certain period in the U.S. Administration, too, an appreciation
of the constraints .imposed on Turkish foreign and security
policy. by the history and geography of the region, and Turkey
was in a way forced to follow . policies to support U.S. policy
dbjective§ which became: from-time to time counter-produétive
in Turkey's relations with her neighbours or .caused resentment
in the Turkish public opinion. Some of these constraints are
still not appréciated by the U.S. public and when these'are
translated into political .action there is an uproar in U.S.

‘Having referred to the advantages and the negative aspects
of Turkish-U.S. relations from U.S. standpoint, I would like
to tackle these relations from a Turkish stand point. I must
caution, however, the assessment I will present may be considered
controversial by other Turkish participants.

' :"At the end of the World War II, Turkey was faced with the -
"'following situation: Soviets were threatening Turkey with their
territorial and pd1itiéa1 claims; the country had come out of ‘
the war impoverishedg‘even hungry, although it had not actually
fought; the Western type institutions which Atatiirk had
introduced into the country had begun to take roots; Turkey's
Western allies and the United States were the victors and they
were destined to Tead in reshaping the post-war world.

‘The U.S. had committed itself under the Truman Doctrine to
support Turkej against the Soviet menace.

A1l these factors led the Turkish leaders to search for

) mi]itaryiand economic cooperation with the United States, which
was very eager and with Western Europe, even though they were
not so eager. Turkey was ready to make every sacrifice in order
to‘achieve full admission into the Western camp and pay for this
purbose whatever political pkice imposed on it, in the hope that
thanks to assistance to be received siich sacrifices would be
more than compensated with rise of standard of 1iving of the
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Turkish people and security obtained. Turkey was also eager

to turn its 'economy and political regime into Western patterns
despite the reticense of the Turkish bureaucracy and historically
“rooted public opinion objéctions. U.S. advisors were brought in
‘and U.S. military and economic aid was made available. Turkish
Army was well equipped and trained on American standards and it
was intégrated‘in the NATO military structure. Turkey was
admitted to the Council of Europe and NATO as a strong partner.
Turkey was looked on as a bastion of the West.

In the field ofieconomy,ihowever, Turkey was constrained
by several priorities she felt politically netessaky to follow:
with the exception of a brief period inqqggb's and in 1950's °
Turkish "etatism" was the dominant economic concept which
Qorked'against and 1imited the growth of the private sector.
This conceptual difference between Turkey and the United States
may be considered as the primary obstacle for further_deve]opment'
of economic inter-dependence between Turkey and the United States.
I do not intend to try .to explain the causes of Turkish "etatism"
which has remained so strong and even grown until now. But, -
its use or misuse has substantially reduced the participation of
foreign capital in the development of Turkish economy. In any
event the Turks héve\a]ways maintained their suspicion and
dislike for American capital. ‘

AUntil mid-sixties there was a complacency in Turkey
regarding Turkey's alliance with the West and military and
economic cooperation with the United States. It was taken for
granted that Western aid would continue and the standard of
1iVing would keep rising in Turkey. This complacency and euphoria
was so prevalent that Turkey ignored Russian overtures, cast a
benevolent eye to what 1ittle advantages Greeks were trying to
secure in the Aegéan and took a distant view of the Middle East
crisis to_the'chagrin of the Arabs. |
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. In 1963 Turkey had Signed the Ankara Treaty which, if
faithfully carried by everyone, would give Turkey the right to
become a member of the European Economic Community in Je55.

U.S. economic aid to Turkey began to phase out as from
1965. The Johnson letter which I mentioned earlier cast
serious doubt in the Turﬁish mihds regarding the automaticity
of U.S. support and help 'in case of an aggression by'thé
Soviet Union. The honeymoon per1od was over but our a111ance
had to go on basically for two reasons: The alliance still
had an appreciable deterrance value; and Turkey was so much
integrated with the West and relied so much on ecqnomic
support of the West that a major shift of its foreign policy
orientation was not feasible without traumatic demostic results,
nor such a change was desired by the Turkish public. The
"multi-faceted" foreign policy pursued after 1965, by 'its
nature, began to bring several new constraints into Turkish-
U.s. relations in areas where objectives of Turkey and the
U.S5. did not coincide. Turkey began to respond to Soviet
attempts to improve relations by signing a cultural agreement
and by accepting Soviet credits in order to maintain its
industrial development in supplement to phasing-out Western
credits. Turkey began to give political support to the Arab
cause and prevented U.S. military bases in Turkey to be used
for the suppqrt'of Israel in an effort to improve its relations
with the Arab world. While the developments during the decade
that followed 1965 did not cause a majer change of course 1in
Turkey's objectives, the trauma of the military embargo which
was imposed in 1975 ahd the ensuing alienation from the West
in terms of political perception, led to an "identity" crisis
in Turkey whiih is still continuing.‘xThe political spectrum
in Turkey is sharply divided in the assessment of Turkey's place
in the Western camp. While extremist parties are vehement on
taking Turkey out of -the West, the center part1es, at least for
public image purposes do not wish to appear as aredent]y pro-
Western. Consequent]y, the f011ow1ng dlfferences ‘have become
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vocal in,specific Turkish-U.S. security and political objectives
in the region: | | ' |

Securing NATO's South Flank: There seems to be an identity
of view in both countries as to the va1idity of the purpose.

However, there are various conceptual and practical differences
between the two countries. Several of these differences can be

summarized as follows: .

a) The defense of Turkey: In the Turkish view point
forward defense in Turkey is the most efficient way of
achieving the purpose of securing NATO's southeast flank. This
- can be obtained by maintaining an all round modernized and
highly capéb]e Turkish armed. forces which could aét as a
deterrent. The allies therefore are ekpected to provide the
necessary weapons Turkey need and assist Turkey in developing
its arms industry. Otherwise, Turkey's contribution in this
regards can be only in the measure its economy permits.

The Western support for Turkey in this regard has suffered
a shock with the embargo and has been sparing ever since. This
may have been caused By the U.S. political constraint to keep
Turkish armed strength in par with if not inferior to those of
Greece; to force Turks to a settlement with Greece on their
disputes in Cyprus and the Aegean, and to their belief that an"
attack on Turkey is not the first item on the Soviet agenda.

b) Ever since automatism of NATO's support for Turkey
has become problematical as a result of Johnson letter of 1964
and the mi]itary embargo which is an action not in conformity
-with alliance but hostile in character Turkey locks on to NATO
as a factor of balance to the evergrowing Soviet power. Only such
a balance can preserve conditions needed for the development of
détente. _Cohseuqnet?y, this concept constrains Turkey.in.
supportfng actions (a) that may not be fully attributable
directly to NATO interests, and (b) may be considered harmful
and provecative for the Turkish policy of détente and cooperation
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with her neighbours..

c) U.S. Policy in the Middle East: The deciared U.S.
policy objectives in the Middle East, i.e. sﬁpport Israel,
encourage stability and access to Middle East oil are not
entirely identical with those of Turkish objéctives and
unqualified Turkish support for these policies cause a
number of problems for Turkey. "Turkish policy in the Middle
East since 1965 is based on political support to the Arab
cause by insisting on the evacuation of all Israeli occupied
Arab lands and recognition of the legitiﬁate rights of the
Palestinians to set up their own state. "Turkey does not want

~to become involved in problems ameng the Arab states, in. their

domestic issues. In order to ensure her oil supplies Turkey
heavily relies on cooperation with Irag and Libya. It is

known that there two countries are the opponents of U.S.
policies in the Middle East. Today, the existence of Turkey's
diplomatic relations, even at a low-key level, with Israel

is subject'éf criticism in the Arab world. As a result, if
U.S. o0il interests and support of Israel in the Middle East
invelve confrontation with the Arab states, such a development
is bound adversely effect Turkish-U.S. harmony. .

d) U.S. policy to supply free world supply lines in the
Mediterranean is in conformity with the Turkish interests also.
However, there are several differences between Turks and Americans
as to the role ‘each must play. Turks feel that they must not

fe1y‘soTe1y on the 6th Fleet but they must also have a fairly
strong open sea navy to carry out their missions while politically

oriented U.S. strategists tend to confine the Turkish Navy to
coastal defenseé capability. Furthermore, po]itica] thinking
1n'UaS._differ on the role Cyprus has for keeping Turkish sea--
1aneé open. U.S. also seems indifferent to Turkish interests
in the Aegean with specific reference for keeping Turkish
supply lines open. | o C

;
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Before taking up the future perspectives of the U.S.-
Turkish relations I must take-up Turkish-U.S. economic relations .
which Lshou]d form'part of thé'paper assigned to me. I must
caution, however, that since I am not an economist my treatment
of the subject will be very brief.

I beljeve economic relations between Turkey and the U.S.
must be studied under three categories: "trade", "economic aid"
and "investments".

Earlier in my paper I gave some figures concerning Turkey's
commercial relations with the United States during‘the period '
preceding the Second World War. I now wish to refer tc current
trade patterns. ‘The seventy percent of Turkey's imports are
formed by crude-oil and refined products (30%)}, machinery (17%)
chemicals (16%) and iron and steel products (9%). On the other
hand about 70% exports are formed by cotton (17%), hazel nuts
(15%) , textiles (14%)., wheat and other cereals (11%), tobacco
(7%), raisins (5%). This traditional pattern of Turkey's imports
and exports finds reflection in Turkey's trade with the United
States. The United States received $ 191.410.000 doliars worth
of Turkish products in 1976 which represents 9.8% of Turkey's
total exports. This share dropped to 6.9% in 1977, 1978
Estimate  is 5%. U.S. share in Turkey's imports was 8.5% in
1976, 8.7% in 1977 and about 5.5% in 1978. Turkey's place in
overall U.S. foreign trade is well under 1%. The U.S. has the
third place in Turkey's imports and second place in exports.

There are significant difficulties in developing trade

between U.S. and Turkey. Turkey is not in a position to

provide industrial products in the quality and quantity required
by the U.S. markets} Since U.S. is also an agricultural producer;‘
there are very few basic Turkish agricultural products in which
U.S. is interested chief among which is tobacco. The export of
most of these ﬁroducts are also becoming object of competition
with other suppliers. As regards U.S. industrial products, the
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fmerican prices are renera11g 20 to 30% h1gher than Eurcpean
and Japanese comnet1t10n Tbnrelores Lhe 1mport af LeﬂiimT
equ1pment from the U.S. is more subgect 6 prcv151on of t1pd
loans unless superﬁor techno]qu is involved. Dur1nq the
neriod when AID Toans were available and Ex-Import Rank loans
more readily available Turkish capital equipment imports from
U.S. were higher,

In the pneriod from 1946 to 1077 the Un1ted qtates prov1ded
Turkey with 2.7 billion dollars oF econon1c asswstance of which
1.2 billions were arants and 1.4 b11110n in credits. Sc far
Turkey has rena1d £48 m1111on doi]ars of credits Furtkerwor _
from counterpart funds U.S. enatled Turkey to utilize 1.5 b1111on L
Turkish liras for econoimic development until ;q63, when grant
aid was stopped. On the other hand, the United States provided
“Terey w1th abeut 3 & million do]]ars worth of Ex- Inn Bonk Toans
betwaen 19ﬁ6 and 1977. '

In foreign caowtal inQestment in.Turkey, ﬁhe United States
fore1rn cao1ta1 invested in Turkey from 1954 to 1976 formed oniy
17.08% of the total Fore1an can1ta1 amounting to only about 20
million dollars under Lbe Encouraqement of Foreign. Investments
‘faw.  Therefore, the,amount of U.S. capital 1n.Turkey ;srrauher
dinsignificant falis far behind European investments in Turkey.
In the smallness of U.S. investments in Tukkey one may notice

several points: first is that Turkéy has never been an attractive'f

31ace for foreign investments aesp1te Der1od1c attempts of
Turkish governments to improve the existing conditions and

b“regu1ations. Secondly, Turkish-U.S. relations have not been

. stable for a long pericd. Thirdly, the vulnerability of Turkey
in the international area have limited private U.S. capital

. -interest.

‘One Tast point T would like to mention in this context is
the possibility of cooperation between Turkey and the U.S. for
military production. There are several areas where existing

-Turkish facilities may provide excellent opportunity for replacing -
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some Turkish military imports from the U.S. by Tocal production

with U.S. technological assistance. The economic implications
of this cooperation will be significant.

SOME "CONCLUSIONS AND FUTURE PERSPECTIVES

- Currently the image of Turkey and the Turks is no s0 bright .
in the U.S. public opinion.' This unfavorable image is .
" created by a host of factors among which Greek lobby
currently plays the bigagest part and takes full advantage
of the U.S. media. | ' o
- Similarly, the image of the U.S. in the Turkish public
opinion has also been damaged in the past decade and a half.
The principal cause for this damage is the perception of
- U.S. support of Greece against Turkey. The Teftist and
- pro-IsTamic poliﬁical forces in Turkey have been markedly
critical of U.S. behaviour all over the world, and embargo
and other U.S. acts have also 1hffuenced;the'attitude of
center forces in Turkey towards the U.S.
- U.S$. interests in Turkey is basically security oriented _
and U.S. po]1t1c1ans,'expect in return for minimal econom1c'
and military aid to support chang1ng u.s. po11c1es and doctrines
unconditionally, disregarding Turkey's own constraints and
o esachglicys preférancesy . Ontthe other hand; Takkis expect
the United States to provide full economic, military and
political support for Turkey because of Turkey's geopol1t1c§ .
In aiher words there seems to over expectations from Turk1sh-
U.S. cooperation on both sides of the Atlantic. '
- It is obvious that in the formation of U.S. poTicies security
‘considerations do not prove to be the primary factor once
public opinion and tne U.S. Congress becomes involved. In
any event security considerations and concepts are not static
-and subject to the degree of threat perceived. This perception,
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in turn is basically a combination of'Mi]i%ary“and
nolitical assessment. Under the influence of domestic -

-pelitical factors potential threat is sometimes igndred
or given Tow priority.. This arqument is valid both for.
Turkey and the U.S.  In Turkey, securitv considerations
st111 predom1nate, but they are now debated more than
ever in Turkey's h1story ‘ o

- In view of the existence in the public opinicons eof both‘
countries, of hostile 1nf1uences,wh1ch affect public
peclicies when issues are presented to them, and since
delicéte'security relqtions must be maintained a heavy
burden falls on the statesmen, and diplomats of Loth
| .countries_to keep the re]atfdnsupn their track. It is

" necessary to recall the spirit that guided the Turkish

-and U.S. statesmen 1n 1027 and to accept the ro1e of
qu1et d1plomacv

Yhile 1t is necessary to lncrease the Turk1sh 0ub11c

relations efforts in the U. S. it is also incumbent on 4.5
administration to assist Turkey which does not have an
effective 1obby in the U.5. For example, -in 1930?s[when
frmenians in thé United States wanted to prepare a film~
out of an anti-Turkish book, the U.S. Government could

- quietly pressure the film company to drop the idea. Today
?Midniéhtlixpness? is eveniawardgd an Oscar.

- Let me now turn to-the future of our relations:

There are several trends in the Turkish public opin{on which
may eventually guide the Turkish destiny and qive their 1dena1cy
- to Turkey of the coming decades. '

The most 11ke1y trend is the continuation of Turkey's
Western orientation. This trend may succeed only if Turkey becowes
part of -the European Community. In such a case it will bé possible
to a1ve a healthy character tc U. S.-Turkish relations on.a long
term bas1s, and increase the dimensions of our relations with %he

llest.
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Hhat would happen if Turkey ceases to become :a member ef

Hestern camp? : S o '

~ Ambassador Parker Hart thinks that 1f and when- the spirit
of NATO alliance is dead "Turkey gradua]ly will turn leftward
because only a regimented philosophy and discipline will be
open to it., In the age of socialist polycentrism, it could
decide to become .a Yugoslavia, seeking a;comodation wi£h|the LBSSR
and security. byfneutrality and strengthened Third Horld ties. It
would be count1ng on the U.S. to recognize... ‘ S
t hat is far preferab1e to comp1ete absorption 1nto the. Connur1st
bloc. ' '

Dr. Scott Thompson of Tufts Un1ver51ty on the othﬂr ‘hand
thinks that by the middle of 1980 <0v1et Un1on m1qht he ab]e %o
take over TUPKEJ by 1nd1rect means.

Tﬁe third alternative discussed is that Turkey may be draqqed
1nto Is1amic reV1va11sm a11gn1ng 1tse1f with the Arab world.

I be11eve these observers are influenced by the tragedy cof
economic cond1t1ons and dincreasing po11t1ca] violence prevc111nq
into Turkey. A]though, both factors ‘constitute bad omens for
Turkey, the clock is not 1rrevers1b1y advanced '

The greatest part of the Turkish people are determined to -
preserve their democratic and secular way of life and independence.
1f the United States and Western powers decidefto'show'uhderstahdjng"
for the assets that Turkey constitutes for Hestern interests and B
transTate their understanding into p011t1ca1 and material action: bv'
helping to ease Turkey's economic and. secur1ty problenms, they

will increase their own power in ‘this region and at the same time
will make it easier for Turkey- to continue to share common values
~with them. | ‘ | |



YHY SUTURE OF US_TURKISH RELATIONS: ‘AN AMERICAN PERSPECTIVE
o, BLLIOT T ZOTPO (x)

i+t iw a fect that from the US perspeétzve mutual security relations have
bzen ~—and continue 10 be — the crucial focus of US relations with Tur-
" izey. The politicsl and economic aspects of US~Turklsh relations have be
v oahd are, iwmportant to the relationship.: But‘they have been conplenent
2ry and secohdery. consequently, the state of relntlons between the Unl;
v States and the Soviet Union, aurlng ‘the @apld War and the Detente,
nave been lnstrunental in shaplng the prior;tles acdorded Turkey in US

:F::r;',"ix,n,pollcy°

T2 Nnto context of US~Turdish relations has broadehéd the'scope of thasa
ralotions by incorporating Turkey inti the US polioy‘ouﬁiﬁok toward Yestern
;wfnpe? without however diminishing the pehtral importanoce olﬁthe_ﬁupual

. unce concerns., The Cyprus conflict has acquired meaningthi'aqlience,

ia tie mindz of US policu makers, primarily in regard &5 the. preservation
o tn; poiitical cohssion of the Ztlantic Allianpe 30 a8 not to weanken Naw

o o “;.tlse o

s cuwerrent emph331q in American poliey towawd Turkey, foecusing; on the
2 of Turkish facilities for assistance in the verlflcatdon of  the Salt

:;m&nts, on the rehabilitetion of Turkish defense; and, on nromoting

Yurkizh political stability through econonie ossigtanes, is,. thezﬁfore,

sdnsistent with prior US policies. The Ltter have been global 'in perspec—

1,008 anchored inte the requlrements of the oov1et— ifmnericag serategic

bmlance end the Fast- Wegt military balanceﬂ whieh together are the linch

p~a ol the political rlvalry between the Sovist Union awd the US , in

suiopeand thiroughout the world. Internatlonal e¢onomlc relat;ons and

_i.l

2onoglcal orieatation are very 1mpor$ant datermlnants of polmcy. They
zaii not bs divoweed from securlty and vztal natlonal 1hteres§s of e;ther

tho dS or Turkey o
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There is no way to escape the fact , hoﬁever, the t 'in the nuclear era a
failure of security may not only spell the end of'hétional independence
but also of the nation as a phisical entity. Thig is surely true for the
U5 ond other nuclear powers, Tur&ey 's history and her geopoliticdl si-
tuation makes it also true Sor Turkey, No Puropean couﬁtry , regardless
of its foreign pol;cy orientation, can isolate its fate from'the Egst-
Yoot ailitary and political bslances in.Europe and adjacent argag,‘and
state of US-Soviet politival and military relations in the world. In
deterrence or in war modern military technology makes such isolation of

¢he EBuropean , ond Turkish, destinies from that of the US3 impoSsible,

The security and the naﬁional survival of feutral 3Sweden and of unalighed-
Yugoslavia are as. - crucially dependent on the stability of the Faat-West .
ndilitary balance and the resulting detente between the US and the Soviet

Union, s are the nationel security of West Germany, France and Turkey.,

For militarily'there can be.strategic.Stability hithoum.detente]- Politi~
tically,however, it is difficult to imqginé detente without sfrategic 3ta—
bi;ity. Instead of divarcihg military power from politiecs the ﬁotenﬁial
“horrer of nuclear war hss brought them into more intimate relationship.

D tonte did not pfecede étrategic‘Stability between the US and the Soviet
Urion but e product of it. Detente is not automatic. It can not be nsBL~
acd o It is potentiaslly thréathened by technologiecal inn;vatioﬁs that
crode Ud-Soviet militavy gtrategic stability and it could be thrgathened
by w»olitical cbnflict'between.the American and Soviet sdperpoWers; or re-—
gional conflict between other ns tions that €scalates to involve the So-
viet Unién and the US. Horeover, the relationship between the USAénd the ..
Soviet Union is primarily competitive aé a'reédit of the fundemantel
differences in the American and Soviet world wiews angd of conflicting glél

bel aims. The major interest held in comman by the US and the USSR is the
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nccessity to rnage thElr confllcting policles 80 thet they do not pr1c1—
01$ﬂte a general nuclear war, The relanetion of tensions whlch hes requ—
ired holdlng in abeyence neerly 1rreconc1lable ideologies takes meaning
nbO"e gll in thls context, The fragllliy of the detente process and ‘the

- H

csaentlal nexushe tween nuclear deterrence and detente he ve been clearly
illustrated at Vienna this month, and w;ll su}faCL direckly in the debates
in the US éena?e required to rat}fy Salt II. o .
Z « centrality of security concedaratious that organizes ¥S policy to-

vard Turkey because of the US-ooviet global relationships is shered by
Turkey because Turkey's geographtc locaﬁion, bordstﬂng on the Soviei

Union and controlling the access routes from the Black SBa to the Medi-
terrenean place it in the path of the expansion of Soviet influencs into
the Medlterreneen and the Mlddle East. As the military power of the

Soviet Union increases its global reach and continues to develop techno-
logicel sophistication Soviet hegemon;al tendenciee® are likely to be usr
strengtnened especially in peripnerel regions. The Mediterraenesn hes been
the object of documentad Ruseiaﬁ’kepirations that bridge Czarist.end Con-
st ragities? F The Bdvie t* Yovernhiont Faver1e6d W'ts Bmbitiond id ‘the 71T
itimédiate postiar ‘periods » Thr shednt yedvs -, "€ hn'§ repontedly under- '
Scéred e fle gitanddy of fté“n§§ei‘miiitgﬂjiﬁfegéhégxiﬁfthéyﬂéﬂifgrignEan
A6d’“the *Tmportanch ©F this region to the'” Sovidf netednal interest‘

-

oL tied nsxwah teesr ruclerr actd enme wyl deverty hve Lo-rn ST T

@ﬁe—cdﬁtf}”%nd3égffimeéﬁﬂfeky”inveétmenééjnf“ﬁavfet PoTits daltand nilitary
reSoirces’ in ‘the ATHE EaEt Wt tE5'ts" to "thd Theriousnes of the Soviet
tion's commitment to the nationol goal of nmaintaining an expending Soviet
ir.rlueAee ¥t Whe Mediterraheti Tagion and’ tHH HMiFa e Teuy VY gikce’“these
e geaon it *d’te’\rfd'eﬁx’rﬁ'iesﬁfafé“né;tg‘élbﬁiy g Matter of Td¥ology and Horially

e

result frof thd ap'tire Of +f Hiber Pows¥aT{iterHatioRd] idte¥aty) ey
rre lilely 48! 'Gortirie Bna eVen'intensify BF pATi tiosl cifcuris thncd 4 o
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Turkeyts foreign polie?.décisionslxwill'conﬁinﬁé'to shape,
'to‘an impo:tant degree,-tﬂe Soviét Union's policies toward
the Meditter ranean rcgion., T he gréat disparity iﬁ
éggregate national power between Turkay and the Soviet
Uaion ihovitébly defines however, the siginificanbc of
Turxlsh pollcy POSithﬂo, fon the Sov1ct leﬁdershlp, in
teras of'qu1e¢'relat10ns with the united States and other
‘nations mcmbers of Nato, In ag much as this powc r dlspa-
- rity in faVor.of the SOV1qt.Unzon hag grown greatly. Siace
Turkey snd the Unitcd States besane allicsy only Turkey's
withdrawal from the Atlantie Alliance woulé free Turkish
‘forc1gn policy from this refcrcnt. But thcn Turkeyss

posit on vis "~a-=vis the Sovist Union wewld became ungques-
tionably like that which cxis$s betwees Fenlaad and the
Sovict Union. In the cage of Pianland .,g..nof withetanding
the Fian's great couraﬂe,'ﬁilttary‘pnownra. and diplomatic
bkille - it is delct polici¢a that vxr#ually hope Finnish
foreign, dcfcnac and even internal pel;eias. from an

An rican perspcctive, shord of_acceptina FPianish VYPG‘Of
relationshib Turkey docs nét posscss a-fiabléfﬁeutralist
thion in its forcign policye Turksy®g 1pcétion as. a bridge
-bctweéﬂ the Balkans‘ahd Mcdftorrancan Parepe and the Sovicth
"Union and the Middle Easf ramoveé the pnsstbility of .
offective non;alighment. Fialaad is ne$ 3g such a pivotal

geopolitical loecation. =~ = - A

Sccurlty agalnst a poteatiad ail tary threat.

from‘the Sov1et Union was also a cenbrol coacern for Turkcv*s

lee ders ‘and best explains the" ratlonalas hat lcd Turkey
to look for ap allgnmont with the Usdécd. States before

.. ', a
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. o ' el Y
the creation of Nato, T he strategic significance oi'lurkey

. t
was perceived by the United St tes even sooaer, Pregident

Roosevelt cxtended land lease a sSistaﬂce'to Turkey in

1941, recognizing that'the defense of Turkey was related

to the United States national intcrest, However, American

aﬂd‘Turkish forcign policics did not converge to cstablish

a policy of common defense. until Stalin®s heavyhanded

preésurcs'againsﬁ Tukkey, - at the Straits and on Turkey's

‘eastora froatiers, lcd T urkish leaders to seek holp from

the ﬂnitéd Sﬁates. Turkey was onec of thervery fired
recipicents of American a ssistancé uader the Trumeq
doctrine in 1947, and thé,Unifed States, sﬁrm0unting-some
¥est Buropcan objections, SjOﬂSOde iTurkey'srentry‘intd
Nato in 1952. S

During the halycoan yearé of Us - Turkishj'
relations that caded with the 1964 Cypfus;qrisis, the mutual
defense focus animated on harmony betwesa US and Turkish
foreign policics ruffled fleéfingly onlyiby the withdrawal

o £ US. Jupitor missiles in the wake of. the 1962 Cuban

‘missile coafroatation. Throughout the 19509 Turkey's

foreign policy'was in almost total harmony with American
forcign policy positions. Turkey participated in the Korcan
War. It suppor%ed Us policy on Suez and the US iaterveaiion

in Lebanoa . Turkey was also a par ty, with Britain aad

Greece'to the .1959 agreemcnts which set up 2n independentd




Dﬁring'the.Saie period, the Unltoa States provided
an- unquallflcd, strategic guarantee 1o Turkish 5ccurlty,‘al
s mlice oy prcucace_on T urkish soil for coamon defehsg
rr.,purposev_sF o nd over § 6;000,000;000. in nilitary and

stonomic assi tance to T urkey.

\
' |
The prlmacy 01 security COQSldCf“thQS in : ‘
- . 3 . ‘
Amcrican foreign policy towsrd T urkey best. explaihs thc R

hruqt of US policy on the Cyprus conflict as well. A1 though
Lhers is ﬁ@wQﬂGaﬁlOﬂ that cthaic congr0551onwl polltlcs ’

played a eritlcqlly nb;at1VC and, dctrlmcntal rolc in US
rclauloqg'w;mh Turkcy afhor,the 1974 Cyprus C:lulu, the
baolc ra &éiés Tor US actionS'toward the Cyprus confiict
arc undouﬂ$cdbly tbosc that addrcsb the damage polltlcal
aﬂd mllitﬂry conillct bet wecen Grocca and Turkey can inflich
on Nato Cohesion, thus weakenins deterreacce and defease

in t he Allizncels Southearan flaak.
AT

e

| A%t t he same time, the difficulties thet have
besef'the'fqrmulatioﬁ and especially the implemcatation of

+ US policies toward Turkey, since the 1974 Gyprus crisié, axrs
a prime - illustra%ion of the severe curtailmeat of Exccutive
power in US Toreiga polch that hae come)in thGIWle of
Vietnam dnd Watergates compounGCu in tﬂlu casc by cTanlc
oolitics, Prior to wotergate the policy aetions undertahen
by thrce Presidents on behalf of Turkey would anot have bcen

. )

Atuw“fucd rchWLcoly bv Coawrcs ag they havo-bCén since 1974,
Whethcr presidential lC|dbrsn1p wxll reaggert itself in

US Joreizn policy ai~ht bb decided in the years immediately




ahead. There is sonc evidence that cnanges in thot direction

Mnay be underway, Pregident Cérter'have 28t the ambargo azainst
Turkey Lifted. . The onganiz tion of‘a US.intcrveﬂtiOQ force

ig seriously underway. The debatec in Congress on SALT II
fatificatioﬂ and its outcome should give ﬁs however the

clearest indication.

It m‘y be said thau the letver sent by President
Johnson o Premlef Inénii , during the 1964 Gyprus crisis,
margs the beginning of the deterieratbn in US— Turkish
r elations, I can fully appreciate Turkish_féeliags ia iight

of the gualif lC ations about the US security suarantce  the o e

F_l‘
(J
ot

:tter raised, aand its uafortunate style. Morsover, it is

clear, in r*crospect,_*dsn the qualification voiccd in

repaird o the US security guarantee to T urkef, Werc overs

o

woravid.. % would be misleading, however, %o draw the
“ancluvwoﬂ from the Johnedn lectcr aCbloﬂS bOW“fé or any
mubquucnt US policy actions toward T urkey --- that the
Unlted States is cavalier about the sccurity an’ the imdcpenm : ,
dencce of Turkeyd It would bes equally misleéding to concluc ‘
from the policies of the US government “toward the Cyprus

conflick in particulalr —-—-. the nore roéent constraints of

‘ethnic polit ¢s on Presideﬂtial w 11 ndtwithstamding ——

~ that the United St qtes takes sides.. It has atteapted

to mediate hetweea Grecce ood Turkey, and except for 1674
to aanage crisis cqnflic%.'BGcause of i%s responsibilitics
ag a global power facin the Soviet Unioca and bccauuu

Fl

it is. the guarantor of stfabcwlc sceurit® for the Atlantic

Alliaace , the United Statesxmx%$$3r' must give priority

to the Bast « West ailitary balance of power and the




&
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political coheq1oq of Nato.

| It may he argued that inan era of dctcntc the
extent and the naturc of a Soviet " sceurity tnrgae is une
&ul§ emp'asized if the United St#fes‘maKGS'a potential‘
Soviet threat the focal organizinigz point'bf~US bolicigs
toward Turkey. But this coaciusion would be. tenable oaly
if it could be shown that: t he Soviet Union does not vélue
the relatlonship betwcen ailitary powcr and political conls
tneig is na crucial connection betwcea Bast - West political
deteato 2nd the US Soviet étrategic auclgarrbalance‘: and that
coﬁflict'between Greece and Turkey does not relevantly o cet‘

the detsrreat value of conventional forces in Nato's

souuhern 1lank. In sun, T hat ia an azc of auclear weapons

no #ffcctive rcldbl nship existis Metween-military nower

ané foreisn policy objectives: This is a doubtful propositon
espcciﬁlly in the nuclcar'age when the potential thréat

ther than.the use'of forces is the cutting edge of the
iorclfa p0¢1cnu1c of tha mﬂaor powers

)
'

et ' T he polltlcal consequencss oF military powcr

are fully “npr001cued by Soviet decision - m.xlnp, a nd their

'adviSGrs. Military power is scea by them as ong of the most

inportaat ias strumcnts of forclﬂn policy, - I% 68 - role and

cffectiveness arc, believed to bc depcndcnt zpon the pqrtlcular

international political situatien and-upon the swcecific’

halanec of forces develooing in the world ob a particular

rezion, They believe , however, that internationtl relaiions

can be greatly influenced by conveént- ondd armed forces, Wsed
cither independeatly or even in combination with anuclear
forces. In their view, both forms’of military pover caa

be used anot only in the process  of military operatioans fto

establish military prescace but also for applyiang pressure

direct 6r indirect, durin- the course of negotiations t0o

dchieve political gzoals. Turkey as & rogional power must

always act in. thce shadow of outcide forces usually the
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political, aﬁd the economlc agpecis of pollcy are often
insxtricably and iﬂtlmately rclated. The emphasis on
security; I have stressed, w s meaﬁt‘to tele note of the
priorityes that inform thd US policy outlook toward
Turkcye. In the case of US Turkish relations, US »policies
thet address the political and the economic aspects of |
| our mutual réiation have been ratvionalizcd, historicaily,
}' " in terms of the US ‘Helping Turhoy to dchlop a viable
| economy that would sustain thc T urkish dcmocrotlc parlioe
mentary asystem . This was beleived to be 2n 1ﬂdlspgnsable
foundation for an effeetive T urkish porticipation in the
.Atl akic Alliance. T hat the fulcrun of Turkey's partici- .
pation in Nato has been always thc US - Turkish bllab ral
relationship is explainable as much by the reslative gconomie
_ weakncss bf T urkey as a member of Wato as by the special
security‘liaks that have existcd_bétweeﬁ the Unlted Statos

“and Turkey beecausce of Turkey's géo- pdlitical gityation

_ with all the malaisc that has Geveloped |
in US - Turkish fglatioﬁs during recent years, and in spite
of the decisively negative past-qn the US foreign exchdnge ,
balance 0ccasibnad by the cnergy crisis and the re-—ordering
of the iateraational economic system, the United Statcs
remaics the urgest sinzle contributor of ¢ ternal aid %o
Turkey. At the Maf 36 seosion of the multilateral agsis-
tance brOgram, the United States pledged S 198 million,
plus sbout § 50 million in Exisbapk credits (uader specified

circunstances)., This was the largest potential contributim

x These Soviet views are best suamarized in the toncludiag

chapter of V.M. KULiSH, Military Power and International

Brlations (Moscow 1972.)




Weat Cer azny was second vith S 200 mllllOﬂn with DJL neit

lergest plaidge being France's ot § 70 mill on.) If ke

§ 350 @illion ia vayious forme, assizacd by the T3. Excoutive
for gilitary asasistance %o Warkoy for Fisgal yesr 1080

g ndded ~ and 1% abowld be sines perticularly ia the

| g3mg of Buprkey eilitary and ¢ivilisa sectors eXpeaseg aré
Fasginde = 14 booomen elear that e Paited Shugen chodiiio
4o o o ooures of S0 SpMRRRES MADURENS %o Ty,

Al theugh Sam@g consele easipidnes dc Turkey ans intrcascd
ovelr the yéa?si the Sdvict Taten, and Fasterp Furdpe, -
canﬂot‘fér the fofese&ablc fdtunag reﬁlace e Qoilsd
sipics sad *Wegltaorn Buropo aﬁ W RORTRAR 25 o -:f-e,;a;-
ac@intaace, fechaclogy transfien, aumd Qﬂﬁﬂﬁﬁﬁﬁﬁf ﬂa$fﬁ§'"
8hipe

A& momewhat lcss apagnise ym b S i
rogard ta the US sharc of Rhe Mirkioh BERFS mm o
The US ehare of e Twurkish %@gw‘ﬁ_ garket B Bas
dropesd from 30 perceat in 134 % 5.8 pugtent 52 Yo,
rarlesg this séme neriod:the:markaf aﬁ&ra'aﬁ‘ﬁﬂﬁ acmpbries
held stcady at 40 pcresst, T4 Bag Becn dwegestad that
tas leng teoram L U3 Joes of the asrket shars fag be

stiributed to a continaticy of AID - rigancef developmcsst

srojents being phascd out, and a shift in US. cerpopatc:
surply sourciag fron US plaats. to Surcpean plants,  The -
recenh downitmms 13 at tributable to  the iﬂahilities of
(3 |

US Depart meant of Statc. Foreign Economic trs0ds and

STt s fav the Julund °tatc“ q Turkcj, March,

I




- 11 - ..

US guppliers to compete with credit sad government guarah—
tees prqvided by Buropcan éuppliers. Mdreqver, Turkey's
failurce to regularize outsataniagg cemmercial arrears

explaians the rcluctance of §S financial insbitutions®
greater iavolveament in T urkey. (x) If Turkey contidnues

to maintain its positive roal growth rates, aad is
successful ia implemcating the measurcs rcquircd to stabilize

~her ec noay, this US ¥wwwed Arena could rewerse ltsclf,

Thers contimue to be problems with US policy
toward mufkey_stemming from the uanrcsolved Cyprus gituation
that take the form of Congressional coastraints on -
Exccutive actions to help T urkey in its curreant sconomic
crisiss. But the US Presideat is fully commit{ed to helyp
in spite of thess constraints. An examplc is the attempt
to maximize purchases by the US armed forces of suitable
items maaufactured by Turkey. Cno must remember, ncverfhcless;
thot the last scveral years have brought some severe in-—
flotvionary trends and othgr aoverse effects in the méaetary
and trade ficlds of world economiéé'that have negatively
effected the Ameriecan cconoay as well, They provide
additionsl limits to US executive actions on behalf of
T urkey. The courageous and timely decision to devalue
the Turkish lire will surely help‘T urkeyfs ceonomic’
relatiéﬁs with the Uanited States and T urkeyts other

Weetern ailiess

An additional important clomeat of US - Turkish
relations are Turkeyfb démocrafic politics and her
choice'of,a.Western parliamenﬁdry systemn. Except for the
Amcrican encourascment to opt For s two party system ia the
carly vears of the US - T urkish parine ship, the vester- '
nization aand the secularization of'therTurkish State vreceede
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US iavolvement by at the very leaét aboﬁt a ceﬂ%ury; wifh
Western EUrope:pléying ths aajor role as a mOdeli'ﬁeﬁerthekss,
an esgealial Uspec t of Turkish - Amgrican yelatidns
relates to Tureky being a Western democracy, uhiéh shares
a poliﬁical idsology with Westers Burops and the United
tates, 1% aecﬁq that Turkey's domcstic as ”cil as foreignf
problcms mwy havo ralscd queutlons "Lout her ﬂcstbrn !
- Buropean. COVﬂtlon aad crcatc& an 1&en51uv erieis fTor fthe
Turkishk gation. (x) Bul uatil now an- 1ﬁportmat asset ia

the rcl”+ions between the United Stutes aad Turkey

has be@n HHPKCY'S dcmocratlc an Dnr1¢Amcnuﬂry aystom.
'Few‘US policymakers arc awarc OL Iurkey's identity CTLQIS

and s curiﬁy consideratlons dOAlOOm laprger '1dn_tde o
pol tical rclationship. Tt would be owcrsiaplyfying, however,
to assunc thﬁt Turkeyts system.of coverﬁment aoes not play
a poélﬁlvc and important rolc ia uhﬂ shﬂred valucs that
have made 1t sosaible tor the UﬂlLGd Stﬁte and Turkny

tq remaian allies, in the face of the scmetimes acute
policy_différcﬂccs that hﬁvc afflicted rclatlon since
ll964.-A'béalthy cconomy males Tor a more st able poJJtlcal
syastem stréhgthcning-Turgish democracy. And a politlcally,
stable Turkey is a.stroagcer Tﬁrkey in tcrms cof The comamon
pol cymakers, and for most of the US Turkish alliagcg

relationship has found concorctc, operational ways to

() - . .
See¢ Scify Taghan, T urkey and the West,Mcydan, May 12
1978, | -
P ‘ |
Anyone in-Tdrkef who is well informed abou' the economic
probleas that beset the socinlist countries of Eastoran Europe

and of the Saviet Union itsclf, would scriously congider

n decision to opt for the socialist model} on economic

s
-y



Jitatan Purkeyls colitical. sscurity, and,

articulate iiscelf. The US Ald Programs of

carly 1960%s i perdticulzy arc o good Lllus

T urkey’s domocratic systen Goe

tion in o positive way, 1a T urkish US zcl
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with the democracizg of Testcra Burope, ¢s8p

Gormany: gitrensthening Turkish foreign poli
+ ' .
additionally rcinforcing her rclations ~ith

States.

Neither Purkeyis approchacint wi

Taijon anl the countrics oi the Balkans , nor her close

felavions vith the Areb states of the Middl

proved to bey on balance , & causc o derlo

between the United Stotes aad Turbkey. Ia cas

o

GCause furkey hos aot cons idero

AKlliance, costiaz her policies io term of &

cesard to thoe latteor hor
sncred, grossce wmodo, by most Buropean allie
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asscricd , however that the changes ia the

oolicy outlook of the last decodas have not
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vithin this framework of US-Turkish relatiins, what may
pchbc T0 be the nature of future relations? Acgurate pre-
iorr is olviously impossible, and the.future cannot be gauded
more vhan the next five to sewen years, with the thrust of
ve &1Silmm9mld tely ahead.
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Two distinct btime periods are discermible framers. for
tine domestic and external environments of US~Turkish relatians
has heen characterized by the Cold War of the 1950's: and early
19207y and the Detente of the late 1960's and the 1970's, -The
domsatio environments of US~Turkish: relations fall into approxi-
nate egual periocds. The Cold War period& characgterized an Amcei-
cam foreign policy cof Democratic~Republican bi~partism with
strong Presidential leadership supported by the Congress, The
187035 have: beun the years in which the: Congress has strongly
re-alfirmed its foreign policy prerogatives vis-3-vis the Pre-
sident and naaAuended toward fragmentation and re-aligument
on iszsuss. with often little reference to party.

Ii” 1963 is teken as the year that c¢learly marks the be-
sining of the Detente, the Cold War peried, upite the 1960 in-
Lu“VPHtldn of the Turkish nilitary into polltlcs.marks the de- _
voiopment. of a. two-party system of Turkish politics, with Turkish
foreign nelicy goals being supported by both the Demokrat Par-
tisi and the Cumhuriyet Halk Partisi. Since then there has been
& Tagt-pared polirization of Turkish politics left and right
which has eroded the stability of the Turkish political system,
saiung inta right- and left-wing terro terrorism, Correspon-
-awnolv the coansensus on foreign policy has begen weakened,

nce the 1964 ziectoral compaign foreign policy issues have
mGCI contentiously voiced in Turkish internal, partisan debates.

It may be anticipated, therefore, that Anmerican and
Turkisgh fo“pign policymakers will have to be keenly aware of,
sensitive to, Turkish public. opinion and American congres-—
1 vyLnlon when they frame agreeuents and in their dip-
i¢ intercourse, Even with such awaremess, our mutual. re-
s will be moru problematic because of the couplexities
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avs agisen with the changes in the East-Vest military
2 syJL HMoreover, the Cyprus conflict remain largely
lved to furthur complicate USeTurkish relations. Never-

the often painful experience of the last decade con-
itk Q.datbr Turkish awe reness of the llmlts of US pre81—
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ical (ﬂi econcmic prublems faring Turkish leaders should
t in bester US-Turkish relations in the years ahead,
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st of this newly-found realism will be made con-
speciific issues of pollcy. These are likely to arise
mutal security; ceconomic relations; Cyprus; and, ~
vieh relationz with the Soviet Union and the Arab TEast.

m @ US viewpount,  the security relationzhep in the political
context of the Lblan cic Allianve will have primary.
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gtates and Turkey have not yet finalized the
rnts for their common defense that will guilde
the security arca for the next five yéars,
they will before. the end. of this year, A ppab=-
28 guch neagbtiationsm the past, which contiaues
Lo coemplicate ent relationz, and could cause misunderstan-

T in the Future if the result of differing US and Turkish

sme in rogard to Turkey's role in the security of the
5, and sincethe 1974 Cyprus conflict in the defini-
Vtupe of the security threat against Tubkeyi One
55 this issue is to clarify the differencéd that
derinition of what is strategic for Thrks, and FOF - -
. from al8 viowpoint, : E AT S

e

oot 3o b

[

“t the boeinning of the US-Turkish alliance, the diffe~""
e ooly.owerth Gonsidéring J oIn thé wobds~-of Nuri.

v af the Wegtern Zuropean members of the Alliance,.
g vizbtue of ite geography, is endowed with major signi-~
: iliiances global military and ideological stra-
veyond the limits of her status as a riddle po~
sside, for the moment the ideological aspect

wt , there 1s no questiom that thurkish view is
insly held by Turkiy's leadership. Until nuclear
“tercoavinal missiles, became the mainstay of us
strategic forces, US leaders could have accepted

.nt without reservations. Currently, and even more

. thy statement reguere, from an American pers-
rerel inportant qualifications.

territory 18 not needed to laget the Soviet
“op nuclear war fighting or nuclear deterence.
tes. strategic equates with nuclear and glo-
ach.of nuclecar weapon.systems, already de-
sployed in the 1980's make reliance on fore.
cven the oceans, except for adjacent seas, .
before, For the Soviet Union thib means the .
mrezian Sea in partcular; for the United
gific, In terms of strategic weapon systems,
id to discharge a global, strategic functien
uet Germany does - for US national security.

[
s
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vant caveat ig in order, For the years imie-
5

v
- G.paticylary bub not esclusively because of the

JE tatellipence installations in Turkey could per-
wsoful sevvice to US deterrcnce of the Soviet Unien ond
D Detornte by helping to verify SALD IT. That they are ine
st to achisve shis alone is suggested by the United

at o rte to zet Turkey's permission to resyme U=-2 .
Technolosy will likely help decrease US relience on

LT0 aud surewe: A Deteriorating RelationshHip?

) N

The LEiantic Pavers No. 34, (Dec 1977), p. S54.
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the use of forelgn Lterritory for strategic verification after
a few years, Meanwhile, it 1s surely as much in the Turkish
as in the American national interest to effectively verify
SALT II in order to make khe treaty viable or even possible,
since without SALT II the Detente may be in jeopardy.. And with-
out the Detente the security of Turkey and Turkish foreign po-
- licy options could be drastically reduced. It is, of course,
" difficult without the use of evidence that is hardly to be ex-
pected in the public domain to ascertain how eritical the U-2.
fligh&s awve £o verification of SALT II, There is a heated de-
bave going on in the United States between the White House and
the supporters of the SALT II agrecment on the one hand and
on the other slde the opponents of the Treaty that pivots preé-
eisely on the US' g capability to verify SALT 1I by US national
means., The lattey insist that it cannot be done adequately ~ .
during the next % or % yecars , even perhaps with the U-2 flights,
But leg iY be said that satellite reconnaissance is believed
generally adequed¥e to monitor deployments. By inferenve, what:
U-2's, based on (Qyprus and coverflying Turkish' air space in
the Black Sea area and along the Turkish,Soviet border would
furnish is data on Soviet testing of strategls weapon systems.
Because speclfic charasteristics of some SALTF-linited systens
bacone apparent during the testing phasi, monitoring of test
.ing programs is an important aspect of verification. Such moni--
toring may involvc collection of eclectronic signals (telemetry)
used to ftransmit information about systems while they are being’
tested, These are relevant particularly to verify the testing
of MIRV's (Multiple Intercontinental Re-entry Vehicles), and
the testing of the Soviet S55-16 ICBM, whose further testing.
and deployment is constrained by the Treaty. x Pgtential SAIX
treaty"vidblations: by “the Sovietes are, therefera-.mape p&-Hhe
nature. .of ‘a:. long=<range than an iumediate da:
geveral) ygars to go fron the btesting to the
wof strategic weapon systens,

x

One could argue that unless there is ev1dence that the
Soviet Union is geared for an immediate program violations of
the SALTY IT treaty, that a reasonable chance exists for the
United States to close the existing gap in verification inteliw- |
gence, during the next few years by technological means. If
the Yreaty is not ratifier by the Senati, there would be no
inhibitions on US strategie weapons development: and deployments,
The US government would: have to’ posit a worst case scenario
and act accordenzgly to assure adequate nuclear deterrence. This
situation wowld be likely to séverely damage the Bast-West: De-
tente and greatly intensify the arms race. In the wake of the
ill,advised congressional refusal to endorse the ' 50 million
military grant aid to Turkey, General Kenan Evren's veto of &2
overflights understandable. But there is much more at stame Hir
.both our countrics, - .

*Internatione.L'Herald Tribune,- June 26, 1979, p. 4.

®U8 De artment of State, The Strate ie Arms Limitation Talks,
Special Report no. 46, (MBy L1979). PES, 6-8
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Again speaking to the military aspects of relationz,
the Turkish viewpoint, ,quoted above, gains greater validity
at the regional, non~nuclear or conventional level. But even
in this context it remainz what qualified in terms of an Amerl-
can perspective on Furopean security. From the US point of view,
the Keystone of Testern Auropean security is NATO's centfal ifont,
or the defence of est Germany. find the linch-pins of the defence
of Eurcpe are the US nuclear guareintee, and adequate allied
continental forces, - -
The Hast-West military balance in the Mediterrenéan has
always been less clear and less stable because of the political
as much as the physical geography of the region. :

One  illustration are the constraints placed on US naval

and 2in operations by US allies in the Mediterranean during
Middle East srises ,- where the US Tole has not been that of
an arbiter but that of a mediator and conflict manager. In
no way does thes emply that the alliez of the United States -
must agree with US policies on the Arab-Israeli corflict at
4 o her times; nor even at ths time of a2 crisis or conflict in '

‘ the region. But rizid and permanent conztraintz on US operatlons risk
"being in the interest of no one including the Arabs. ‘

“hat is then the melitary impotance of Turkey to the
Atlantic Alliance and to the United States? In the nuclear
erd, particularly for the Atlantic resion which includis Test-
.. ern Europe and NATO's southern flank, deterrance of East~Test
e conflict is the rational policy option. This is the case at

' the level of conventional and reglonal as well as the strategic,
nuclear and global levels, In fact, in regard to the Atlantic
- Alliancs and the “arsaw Pact a conventional conflict that does
not risk early escalation to nuclear war at the BEuropean
theater level and the Us-Soviet intercontenental level has
always been belicved highly unlikely. In thes assessnment are
included countries in the southerm flank like Turkey.

Nevertheless, developments in recent years the US-Soviet
strategic balance and in the Eurostrategic balance are. cause
for concern to most leaders of the Alliance and have reforused
the importance of the Bast-i/est conventional balance.

. The advent of Us~SBoviet strategic bhalance. This has
resulted in the loss of US escalation dominance., Western Euro-
pean policymakers see in the neutralization of the super-
powers strategie capabilities the consequent effect of decon-
pling Europe's conditions as a hostage to Scviet theater nuclea
and conventicnal forces, The concurrent and unprecedented
growth in technologically sophisticated Soviet and Pact con-
ventional forces in Burope has led to a Burostrategic imbalance
that might severely undercut NATO's flexible responce stratesy.
7ith or without SALT II the nilivary and political risks for
“estern Hurope appear tc be increasing, :

Turkey is the forward and mey location for NATO souther,
flank defense in Thrace, for example. The loss of Turkey through
"Finlandization" would shift the NATO defense line to Italy
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and the “choktc points" between 8icily and expose Southern Europe
but alse undercud the JS position in the Middle DBast and the
Persian Gulf. A military stropg and politically cohesive Turkey
reinforces deterrince and helps $o nmaintain the Bast-"est equi~--
libriun in Burope} It also benefits the indepenfent stance of
Yugoslavia at a time when its future independende may become
hobbled by a succéession crisis in itk leadership.

.. Turkey ean neither be miiitafily'strongﬁnor“pelitecally'
stabie‘without“aLQiable‘eqoﬂomy&'Acd"rdihg v6 a report prepatred )
by the US, Enbassy in Ankara, & Turkish economig  performance, _ V
in 1978 was mixed; Turkey continweés %o maintain ppsitive-reai. -
zrowth rates despite a severe igbeign exchane bottlenck, reguylir~ -

! B

ing a retbhedulih% of much of 1ts oxternal deby, leading to a ,
27 percent reduation of impoxts for the first 1Q month of 1978,
Trade and current decount defisits were reduced,substantially

and exports increased howgvar}

. 1% i8 bolicved that althowght Tyrkey fages scveral years ',
of finangial strihency and payuent problems, Yhaf “furkey poee
e il L Latwsal oy unan regources o onsure a proadsing
1°n€t?.§ 1ok with propes acofiopis mansgemeaty ma "ithin
the limj&s anposed, by the cconomidy problous 4y g ie the
Uﬂ;tedstﬂaéaii&$e}f ¢ inflationy adwer¥de fore exchange,
losd of sbrenght of the US dollar ,, the Unived Stedes, in
cooperation wigh our 7eat Furopeapn allies, will asmuredly help
Turkey in her cconomicflight, Bome friction may arise fron
Turkish ixpectiations that may go beyond the level of -aid the
JS FPresidenf may be capablc of getting'the Congress to approve,
or that may seem %00 sanguine from a general US perspective.

- For the immediate future $his neans Y$hat aid on the scale pro-
vided Egypt and Israel nay be an unrealistic expectation,

Normalization of relaticns by Turkey with the Soviet
~Union and closer Pelaticns with the Arab states do not run
counter to US national interestg Turkey would be in step with
Other Eurcpean allies who have been involved in athieving ¥

these goals in thei§ foreign policie$| A militantiy anti-Ame-
rican position on {Me Arab-lsrdeli conflict and Pan-Islamisn
in Tur ish.foreign ¢licy would, on the other hand, cause
diffﬁgulties in Turkish-imerican relations and undercu$ Turkey's
position .in UB domestic polities, Similarly, principled aligu~
-ment with Soviet pesitions any movenment toward effeetive non
2lighment would cgeate major diffyculties for US policies to-
ward Turkey, L ' '

- Onone of the most intragtable issues that remains in
US-Turkish relafiens, the Cyprus conflict, some progmatie ob-
servations thay o not enter into the meri¢s of the case, nay
bDe useful, The mature of the geographic frontier between
Grecce and Turkey, and the oveall military supiriority that
Turkey €njoys owver Greecge, make it difficult, from on American
perpeablivey to #ee a sybstantial Greek threat go Turkish secu-
rity. The threat to the security of Turkey will remain the
Soviet Unjon, regardless of -Turkey's politigal orientation,

Cr s, . B S SO )
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On balance, it can be ag%eed that it should be Greece
and Turkey tvo bilaterally resolve the Cyprus impose. Hoever,
as 1 ng as Turkey remains in nilitary occupation of a subs-
tantial portion of the island (even if legitinate ) it will be
difficult for a US president. $o aid Turkey to the degree that
is required by our mutual defense and foreign policy relations,
Americans and Turks together must find the required statemanship
needed to solve what has been a very dadaging conflict to eall
congerned. Any Turkish initiatives that would help bring a |
peaceful solution to the Cyprus problem would appraciated by
those of us Americans who have becn greatly disturbed by the
danmage ¢aused to Turkish-US rilations a$ a consequence of the
Cyprus conflict., ’ . :

Closing on a personal note, I believe that Turkey is
not only important to the Atlantic Alliance for the security
reasonz I have analyzed but also for important political reasons.
The continued maintance of a denocyratic, parliamentary systen
Ttreoyghout the vidissitudes Turkey has undengone since World
- 7ar 1%; and continugs to face is a tribute to Turkey's conm-
mitment te Testern democracy.'That this commitment is shared
by the Turkish srmed Torees makes it call the more important
to the Atlantic All$ance, If democracy fails in Turkey, it will
have regative POlittcaI reperoussions for beyond Turkey's
frontiers into Meditereanean Burope, and the Middle Bast.
Turkish democracy is, in sy view, as important a contribution
to WATO as har contribytion to the comdon defense.

I should hope, therefore, that my government would 2id
Turkey to rebuild dnd modernize 1ts arued forges, to stabilize
continues its growth toward economic developrment, and to sup-
port Turkey's 7estern vocation,



