This PDF is a selection from an out-of-print volume from the National Bureau
of Economic Research

Volume Title: Foreign Trade Regimes and Economic Development: Turkey
Volume Author/Editor: Krueger, Anne O.

Volume Publisher: UMI

Volume ISBN: 0-87014-501-0

Volume URL.: http://www.nber.org/books/krue74-1

Publication Date: 1974

Chapter Title: Front matter to "Foreign Trade Regimes and Economic Developmer
Turkey"

Chapter Author: Anne O. Krueger

Chapter URL.: http://www.nber.org/chapters/c4105

Chapter pages in book: (p. -25 - 0)



TURKEY

by Anne O. Krueger

UNIVERSITY OF MINNESOTA

DISTRIBUTED BY Columbia University Press
New York and London




NatioNaL BUREAU OF EconoMmic REsearcH

A Special Conference Series on Foreign Trade Regimes
and Economic Development

Library of Congress Card Number: 74-77689

ISBN for the series: 0-87014-500-2

ISBN for this volume, Cloth Ed: 0-87014-501-0
Paper Ed: 0-87014-526-6

Printed in the United States of A rmarion



Foreign Trade Regimes
and Economic Development:
TURKEY




Foreigh Trade Regimes
and Economic Development:

A Special Conference Series
on Foreign Trade Regimes
and Economic Development

VOLUME I

£

NATIONAL BUREAU OF ECONOMIC RESEARCH
New York 1974



NATIONAL BUREAU OF ECONOMIC RESEARCH

OFFICERS

Arthur F. Burns, Honorary Chairman

Walter W. Heller, Chairman

J. Wilson Newman, Vice Chairman

John R. Meyer, President

Thomas D. Flynn, Treasurer

Douglas H. Eldridge, Vice President-
Executive Secretary

Victor R. Fuchs, Vice President-Research;
Co-director NBER-West

Edwin Kuh, Director, Computer Research Center

Hal B. Lary, Vice President-Research

Robert E. Lipsey, Vice President-Research

Sherman J. Maisel, Co-director NBER-West

Geoffrey H. Moore, Vice President-Research

Edward K. Smith, Vice President

DIRECTORS AT LARGE

Atherton Bean, International Multifoods
Corporation

Arthur F. Burns, Board of Governors of
the Federal Reserve System

Wallace J. Campbell, Foundation for
Cooperative Housing

Erwin D. Canham, Christian Science Monitor

Emilio G. Collado, Exxon Corporation

Solomon Fabricant, New York University

Eugene P. Foley, Montrose Securities, Inc.

David L. Grove, International Business
Machines Corporation

Walter W. Heller, University of Minnesota

Vivian W. Henderson, Clark College

John R. Meyer, Harvard University

J. Irwin Miller, Cummins Engine Company, Inc.

Geoffrey H. Moore, National Bureau of
Economic Research

J. Wilson Newman, Dun & Bradstreet, Inc.

James J. O’Leary, United States Trust
Company of New York

Alice M. Rivlin, Brookings Institution

Robert V. Roosa, Brown Brothers Harriman
& Co.

Eli Shapiro, The Travelers Corporation

Boris Shishkin, Washington, D.C.

Arnold M. Soloway, Jamaicaway Tower,
Boston, Massachusetts

Lazare Teper, International Ladies’ Garment
Workers’ Union

Theodore O. Yntema, Oakland University

DIRECTORS BY UNIVERSITY APPOINTMENT

Moses Abramovitz, Stanford
Gardner Ackley, Michigan
Charles H. Berry, Princeton
Francis M. Boddy, Minnesota
Otto Eckstein, Harvard

Walter D. Fisher, Northwestern
R. A. Gordon, California
Robert J. Lampman, Wisconsin

DIRECTORS BY APPOINTMENT

Eugene A. Birnbaum, American Management
Association

Thomas D. Flynn, American Institute of
Certified Public Accountants

Nathaniel Goldfinger, American Federation
of Labor and Congress of Industrial
Organizations

Harold G. Halcrow, American Agricultural
Economics Association

Maurice W. Lee, North Carolina

Almarin Phillips, Pennsylvania

Lloyd G. Reynolds, Yale

Robert M. Solow, Massachusetts Institute of
Technology

Henri Theil, Chicago

William S. Vickrey, Columbia

Thomas A. Wilson, Toronto

OF OTHER ORGANIZATIONS

Walter E. Hoadley, American Finance Association
Philip M. Klutznick, Committee for

Economic Development
Roy E. Moor, National Association of

Business Economists
Douglass C. North, Economic History Association
Willard L. Thorp, American Economic Association
W. Allen Wallis, American Statistical Association
Robert M. Will, Canadian Economics Association

DIRECTORS EMERITI

Percival F. Brundage Albert J, Hettinger, Jr. Murray Shields
Frank W. Fetter George B. Roberts Joseph H. Willits

Gottfried Haberler

SENIOR RESEARCH STAFF

Gary S. Becker Raymond W. Goldsmith
Charlotte Boschan Michael Gort

Phillip Cagan Michael Grossman
Stanley Diller F. Thomas Juster
Solomon Fabricant John F. Kain

Milton Friedman John W. Kendrick
Gary Fromm Irving B. Kravis

Victor R. Fuchs Edwin Kuh

J. Royce Ginn William M. Landes

Hal B. Lary M. Ishaq Nadiri
Robert E. Lipsey Nancy Ruggles
Sherman J. Maisel Richard Ruggles
Benoit B. Mandelbrot ~ Anna J. Schwartz
John R. Meyer Robert P. Shay
Robert T. Michael Edward K. Smith
Jacob Mincer George J. Stigler
Ilse Mintz Victor Zarnowitz

Geoffrey H. Moore




Relation of the Directors of the National Bureau to
Publication of the Country Studies in the Series on
Foreign Trade Regimes and Economic Development

The individual country studies have not passed through the National Bureau’s
normal procedures for review and approval of research reports by the Board
of Directors. In view of the way in which these studies were planned and re-
viewed at successive working parties of authors and Co-Directors, the Na-
tional Bureau’s Executive Committee has approved their publication in a
manner analogous to conference proceedings, which are exempted from the
rules governing submission of manuscripts to, and critical review by, the
Board of Directors. It should therefore be understood that the views expressed
herein are those of the authors only and do not necessarily reflect those of the
National Bureau or its Board of Directors.

The syntheses volumes in the series, prepared by the Co-Directors of the
project, are subject to the normal procedures for review and approval by the
Directors of the National Bureau.



Contents

Co-Directors’ Foreword Xiv
Preface xvii
Principal Dates and Historical Events of Modern Turkey XXii
Part One: Introduction 1
Chapter I: The Turkish Economy and Its Growth: An Overview 3

I. Introduction 3
II. Turkish economic growth prior to 1950 3
III. Development planning and economic policy, 1950 to 1970 6
IV. Economic growth since 1950 10
V. Payments regimes: delineation of phases 19
VI. Plan of the book 26
Part Two: The Devaluation-Cum-Liberalization Episode 27
Chapter II: Phase II: 1953 to 1958 29

I. The trade and payments regime of Phase II in the 1950’s 30




viii CONTENTS

II. Sources of inflationary pressure and imbalance
III. Effects on trade and growth

Chapter III: The Stabilization Program

I. Introduction
II. The devaluation decision
III. Components of the program
IV. Changes in effective exchange rates

Chapter IV: Response to Stabilization: Phases III and IV

I. Macroeconomic indicators

II. Components of the Stabilization Program and their effects
III. The Stabilization Program and the level of economic activity
IV. The optimality of the Stabilization Program

Part Three: The Anatomy of the Regime in the 1960’s

Chapter V: Planning and the Trade Regime in the 1960’s

I. The planning mechanism and execution of economic policy
II. The five year plans: goals and achievements

III. The role of foreign trade in the plans

IV. The capital account and the foreign trade regime

V. Relationship of trade and development policy

Chapter VI: The Import Regime of the 1960’s

I. The Import Programs and lists

II. The formulation of Import Programs
III. Import procedures
IV. The functioning of the import regime
V. Import EERs and premia: the 1960’s

Chapter VII: The Determinants of Turkish Exports

I. Behavior and structure of exports, 1950 to 1971
II. Government policies affecting exports
III. Behavior of individual export commodities
IV. The determinants of exports

40
51

63

63
65
71
83

86

86
88
103
112

117

119

120
121
126
131
135

137

137
139
144
153
171

179

179
186
193
206



CONTENTS

Part Four: Resource Allocational and Growth Effects of the Regime in
the 1960’s

Chapter VIII: Microeconomic Effects of the Trade Regime

I. Domestic resource costs
II. Excess real costs of the system
III. Employment, factor proportions, and income distribution

Chapter IX: Macroeconomic Effects of the Trade Regime

I. Estimating alternative growth patterns
II. Growth under alternative allocations

Chapter X: Conclusions

Appendix A:  Calculation of EERs

Appendix B:  Calculation of Factors Responsible for Turkey’s
Declining Export Earnings, 1954 to 1958

Appendix C:  The 1970 Devaluation
Appendix D-1: Definition of Concepts Used in the Project

Appendix D-2: Delineation of Phases Used in Tracing the Evolution
of Exchange Control Regimes

Appendix D-3: List of Important Turkish Names and Abbreviations

Index

213

215

215
226
232

245

247
255

266

271

304

309

325

327

329

331




Tables

I-1
I-2
I-3
I-4

I-5

I-6

II-1
II-2
II-3
11-4
II-5
1I-6
II-7
II-8
I1-9

II-10

II-11

Turkish GNP and its composition, 1948, and 1950 to 1971

Composition of gross domestic capital formation

Industrial origin of national income, 1951 to 1970

Exports, imports, and GNP, various dates

Money supply, government accounts, and price level, 1950 to
970

Turkey’s balance of payments, 1950 to 1970

Turkey’s foreign debt, various dates

Import EERs, 1953 to 1957

Nominal and PLD-EERs, 1953 to 1957

Central government expenditures and receipts, 1950 to 1957
Wheat acreage, yield production, and net trade, 1950 to 1957
High-powered money expansion and its origins, 1950 to 1958
Predicted and actual inflation, 1952 to 1958

Decomposition of export earnings decline, 1953 to 1958
Comparison of Turkey’s trade statistics with those of her
largest trading partners

Investment composition and import content of investment,
1953 to 1958

Estimates of real investment, 1953 to 1958

12
13
15
16

18
22

32
33
34
41
43
46
50
52

55

59
60



11I-1
II1-2
I1I-3

Iv-1
Iv-2
Iv-3
IvV-4
1V-5
Iv-6
1v-7
Iv-8
1v-9

V-2
V-3

V-4

V-5

VI-1

V1-2
VI-3

VI-4
VI-5

VI-6
VI-7

VI-8

VI-9

VI-10

VI-11

TABLES

Consolidated debt repayment schedule, December 1960
EER changes, 1957 to 1959
Price-level-deflated EERSs, 1957 to 1960

Central government expenditures and receipts, 1957 to 1963
Government net revenues from foreign trade taxes, 1956 to
1962

Money supply, quarterly, 1957 to 1962

Imports and exports, quarterly, 1957 to 1960

Quarterly price indices, 1958 to 1962

Predicted and actual inflation, 1959 to 1962

Short-term export response, 1957 to 1960

Quarterly power and cement production, 1956 to 1962
Investment composition and import composition of
investment, 1957 to 1960

Share of sectors in national income and planned investments
Actual and planned import composition, 1961 to 1970
Export projections, 1963 to 1972, and actual exports, 1963
to 1970

Actual and planned capital flows, 1963 to 1964

Debt service schedules, December 1964 and April 1965
Gross and net aid flows, 1963 to 1970

Importers’ and industrialists’ allocations, various Import
Programs

Annual program imports, 1964 to 1970

Comparison of program and actual imports, by list and by
end-use

Transition matrices, 100-commodity samples

Value of items subject to quota at both ends of interval,
sample groups

Distribution of import goods by use and list

Ratio of value of license applications to licenses issued by
quota categories, 1962, 1967, 1968, 1970

Turkish synthetic fiber imports, Turkisk and Common
Market records

Official statistics and Kayra’s estimates of imports, 1963 to
1969

Import EERs and PLD-EERs, by end-use category of
imports, 1960 to 1969

Import prices, landed costs and wholesale prices, 1968

Xi

77
83
84

89

90
92
94
95
96
99
105

111

123

127
130
132

133
134

151

155

156
157

163
164

166

170

170

172 .
175




Xii TABLES

VII-1 Turkey’s exports and share of world exports, 1950 to 1971
VII-2  Structure of Turkish exports, 1952 to 1970, selected years
VII-3  Turkey’s share of world markets, various years
VII-4 Geographic distribution of Turkish exports, 1950 to 1971
VII-5 Average prices received for exports under bilateral
agreements, 1964 to 1968
VII-6 Export EERs, PLD-EERs, and export-import EER
differentials 1953 to 1971
VII-7 Tobacco production and exports, and Turkish share of world
market
VII-8 Cotton production, exports, and prices, 1950 to 1971
VII-9 Hazelnut production, exports, and prices, 1950 to 1971
VII-10 Production and exports of dried fruit, 1950 to 1971
VII-11 Chrome production and exports
VII-12 Copper production, exports and prices, 1950 to 1970
VII-13 Estimated export response to real exchange rate changes

VIII-1 Summary of estimates of DRCs and sectoral DRCs

VIII-2 Ratio of investment in stocks to fixed investment, various
countries, 1966 to 1968

VIII-3 Data reported to Union of Chambers on capacity utilization,
1966, 1967, 1969

VIII-4 Wage rates and capital goods prices

VIII-5 Composition of investment, 1959 to 1969

IX-1 Five-year averages, real GNP and investment, and ICORs,
1951 to 1971

IX-2 Coefficients of the model

IX-3 Alternative investment allocations, FFYP and SFYP

IX-4 First Five Year Plan: Increase in value-added at Turkish and
international prices under alternative allocations of investment

IX-5 Second Five Year Plan: Increase in value-added, by sectors,
at Turkish and international prices, under alternative alloca-
tions of investment

IX-6 Import requirements under alternative growth strategies

IX-7 New jobs created by alternative investment patterns

180
182
183
184

185

187

195
197
199
201
203
204
209

219
229
231

235
237

246
254
256

257

258

262
264



Figures

1 Growth of real GNP, consumption and capital formation,
constant prices, 1950 to 1971 11

2 Selected macroeconomic indicators, 1950 to 1971 87

3 Summary of import procedures 145




Co-Directors’ Foreword

This volume is one of a series resulting from the research project on Exchange
Control, Liberalization, and Economic Development sponsored by the Na-
tional Bureau of Economic Research, the name of the project having been sub-
sequently broadened to Foreign Trade Regimes and Economic Development.
Underlying the project was the belief by all participants that the phenomena
of exchange control and liberalization in less developed countries require care-
ful and detailed analysis within a sound theoretical framework, and that the
effects of individual policies and restrictions cannot be analyzed without con-
sideration of both the nature of their administration and the economic environ-
ment within which they are adopted as determined by the domestic economic
policy and structure of the particular country.

The research has thus had three aspects: (1) development of an ana-
lytical framework for handling exchange control and liberalization; (2) within
that framework, research on individual countries, undertaken independently
by senior scholars; and (3) analysis of the results of these independent efforts
with a view to identifying those empirical generalizations that appear to
emerge from the experience of the countries studied.

The analytical framework developed in the first stage was extensively
commented upon by those responsible for the research on individual countries,
and was then revised to the satisfaction of all participants. That framework,
serving as the common basis upon which the country studies were undertaken,
is further reflected in the syntheses reporting on the third aspect of the research.

The analytical framework pinpointed these three principal areas of re-
search which all participants undertook to analyze for their own countries.
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Subject to a common focus on these three areas, each participant enjoyed
maximum latitude to develop the analysis of his country’s experience in the
way he deemed appropriate. Comparison of the country volumes will indicate
that this freedom was indeed utilized, and we believe that it has paid hand-
some dividends. The three areas singled out for in-depth analysis in the
country studies are:

1. The anatomy of exchange control: The economic efficiency and dis-
tributional implications of alternafive methods of exchange control in each
country were to be examined and analyzed. Every method of exchange con-
trol differs analytically in its effects from every other. In each country study
care has been taken to bring out the implications of the particular methods of
control used. We consider it to be one of the major results of the project that
these effects have been brought out systematically and clearly in analysis of
the individual countries’ experience.

2. The liberalization episode: Another major area for research was to be
a detailed analysis of attempts to liberalize the payments regime. In the ana-
lytical framework, devaluation and liberalization were carefully distinguished,
and concepts for quantifying the extent of devaluation and of liberalization
were developed. It was hoped that careful analysis of individual devaluation
and liberalization attempts, both successful and unsuccessful, would permit
identification of the political and economic ingredients of an effective effort in
that direction.

3. Growth relationships: Finally, the relationship of the exchange con-
trol regime to growth via static-efficiency and other factors was to be investi-
gated. In this regard, the possible effects on savings, investment allocation,
research and development, and entrepreneurship were to be highlighted.

In addition to identifying the three principal areas to be investigated, the
analytical framework provided a common set of concepts to be used in the
studies and distinguished various phases regarded as useful in tracing the ex-
perience of the individual countries and in assuring comparability of the anal-
yses. The concepts are defined and the phases delineated in Appendix D.

The country studies undertaken within this project and their authors are
as follows:

Brazii Albert Fishlow, University of California, Berkeley
Chile Jere R. Behrman, University of Pennsylvania

Colombia Carlos F. Diaz-Alejandro, Yale University

Egypt Bent Hansen, University of California, Berkeley, and
Karim Nashashibi, International Monetary Fund

!

Ghana J. Clark Leith, University of Western Ontario
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India Jagdish N. Bhagwati, Massachusetts Institute of Tech-
nology, and T. N. Srinivasan, Indian Statistical Institute

Israel Michael Michaely, The Hebrew University of Jerusalem
Philippines Robert E. Baldwin, University of Wisconsin

South Korea Charles R. Frank, Jr., Princeton University and The
Brookings Institution; Kwang Suk Kim, Korea Develop-
ment Institute, Republic of Korea; and Larry E. West-
phal, Northwestern University

Turkey Anne O. Krueger, University of Minnesota

The principal results of the different country studies are brought to--
gether in our overall syntheses. Each of the country studies, however, has
been made self-contained, so that readers interested in only certain of these
studies will not be handicapped.

In undertaking this project and bringing it to successful completion, the
authors of the individual country studies have contributed substantially to the
progress of the whole endeavor, over and above their individual research.
Each has commented upon the research findings of other participants, and
has made numerous suggestions which have improved the overall design and
execution of the project. The country authors who have collaborated with us
constitute an exceptionally able group of development economists, and we
wish to thank all of them for their cooperation and participation in the project.

We must also thank the National Bureau of Economic Research for its
sponsorship of the project and its assistance with many of the arrangements
necessary in an undertaking of this magnitude. Hal B. Lary, Vice President-
Research, has most energetically and efficiently provided both intellectual and
administrative input into the project over a three-year period. We would also
like to express our gratitude to the Agency for International Development for
having financed the National Bureau in undertaking this project. Michael
Roemer and Constantine Michalopoulos particularly deserve our sincere
thanks.

JAGDISH N. BHAGWATI
Massachusetts Institute of Technology

ANNE O. KRUEGER
University of Minnesota



Preface

The purpose of this study is to analyze Turkey’s trade and payments regime
and its effects upon Turkish economic growth. The book is not intended as a
comprehensive study of the Turkish economy,* although a constant problem
in writing it was to establish a dividing line between those factors affecting
growth in general and those relevant for the analysis of interaction between
foreign trade and growth. In limiting the discussion to the latter, I have been
aware that the general reader may gain the impression that foreign trade is
the central problem of Turkey’s development. It is not. Agricultural produc-
tivity, education, population growth, organization of the State Economic En-
terprises (SEEs*), political and social stability, as well as a host of other
factors are also important: a comprehensive view of Turkish development is
thus not to be expected from the present volume.

The justification for focusing exclusively upon foreign trade is twofold.
Firstly, foreign trade is an activity over which government policy makers have
had an unusual degree of influence. Unlike population growth, agricultural
productivity and many other problems where government regulations and
policies have been only one determinant of the outcome, government policies
have been pervasive in their effects upon Turkish foreign trade. Insofar as
those effects have been detrimental to Turkish development, a universally ac-

1 The reader looking for such a study can refer to Edwin J. Cohn, Turkish Economic,
Social, and Political Change, Praeger (New York), 1970.

* See Appendix D for lists of the abbreviations, acronyms, and specialized terms used in
this volume. '
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cepted goal of Turkish governments and major political parties, alteration of
those policies may provide a relatively inexpensive way to increase the effec-
tiveness of Turkish development policy. And secondly, because economic
growth is such a complex process it would be more fruitful to attempt to un-
derstand in some depth the trade-growth relationship rather than to cover, at
a more superficial level, general economic growth.

Part One is designed as a brief introduction to the Turkish economy and
its development, and the remainder of the book focuses on trade and growth
relationships.

A few words must be said about the use of English and Turkish citations,
and the nature of Turkish statistics. In Turkey, some documents are translated
by the government, some are published in both Turkish and English in a single
volume, some have been translated by unofficial sources, and many are avail-
able only in Turkish. Thus the texts of the First and Second Five Year Plans
were published in both English and Turkish, as were the first several Annual
Programs; the Monthly Bulletin of Statistics (Devlet Istatistik Enstitiisii), pub-
lished by the State Institute of Statistics (SIS*), has both an English and a
Turkish title, and all column and row headings are in both languages; while
the Official Gazette (Resmi Gazete) is published daily in Turkish, but is trans-
lated by private agencies into English.

How to cite various documents and, for that matter, how to quote them
when more than one translation exists for the same word is a problem. The
rule of thumb used here is the following: (1) standardized wording (as, for
instance, “liberalized list”) is used in the text, but the wording of official trans-
lations (as, perhaps, “liberation list,” or “liberalization list”) will be employed
when it is so quoted in the translation; (2) when an English language transla-
tion or a document with an English title accompanying a Turkish title was
employed as a source, the English title is cited; (3) when a Turkish language
source was used (even if a translation existed but was not available to the au-
thor), the Turkish citation is used. Thus when the Official Gazette is cited, an
unofficial English translation (usually from Turk Argus Ajansi) was used.
Citation of the Official Gazette as the Resmi Gazete, however, indicates use
of the Turkish source. English translations have been used in the text. Thus
the Annual Programs of the State Planning Organization (SPO) in the late
1960’s are not available in translation, and are cited as Y:lt Programu in foot-
notes, but are referred to as Annual Programs in the text.

The nature of Turkish statistics presented more serious problems. Diffi-
culties were threefold: (1) some series are simply not available; (2) many
data are given by several sources, which are not always consistent and are
sometimes scattered; and (3) many data are not available as a consistent
series over time.

Little can be done when data are unavailable, although there are several
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“manufactured” sets of data in the text. The means by which they were con-
structed are indicated at the appropriate points. More serious were the prob-
lems of locating data from widely scattered sources and deciding upon which
to use or how to reconcile them. For example, SPO and SIS each produced
national income statistics in the 1960’s.2 SPO’s estimates had the practical ad-
vantages of use of a single deflator for the period since 1950 and consistency
with the Plans and Annual Programs which are the major source of data. SIS
however estimates national income by sector of origin from 1950 to the pres-
ent (at 1948 prices until 1961 and at 1961 prices thereafter). The decisions
between the two series were essentially pragmatic: SPO data were used for
computations of Gross National Product (GNP), and SIS data for national
income when referred to by sector of origin.

In addition to consistency between estimates from alternative sources,
another problem is that many data are unavailable in a consistent time series.
The determination of a set of figures for national income by sector of origin
at constant prices is a case in point; quarterly money supply estimates are un-
available before mid-1959 on the International Monetary Fund (IMF) defini-
tion; accounting techniques for foreign exchange reserves were altered early in
1970 so that data before and after that data are noncomparable; and the home
goods price index was no longer constructed after 1968. There are many other
such instances where a series does not cover the entire period.

I have attempted to use the data where internal consistency over time was
greatest, at the cost of leaving some inconsistency between series, of failing to
use better available data, and of using series other than those most frequently
cited in Turkey. I have included in the notes to the tables any known incon-
sistencies within a series, and have attempted to point out major inconsisten-
cies between data in the tables and data presented elsewhere.

The advice and assistance of a large number of people have made this
book possible. None of them bears any responsibility, however, for the errors
which remain, nor for the conclusions drawn from the facts presented. Mr.
Tercan Baysan, a graduate student at the University of Minnesota, assisted me
at every stage of the study, even at the cost of delay in his own graduate pro-
gram. I am deeply indebted to him for his willing and patient help with Turkish
data and sources. His comments upon the manuscript and about Turkey have
been useful throughout the study. Ashok Kapoor of the University of Minne-

2 In the summer of 1972, SPO and SIS agreed upon a common series for national
income starting in 1962, which compilations differ from either independent series. The
data were received too late for incorporation in this volume and would in any event
have had to be linked with the SPO or SIS series for earlier years. In general the re-
vised estimates do not appear to imply any significant differences in growth rates from
the estimates presented in the text.
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sota and Nuri Dogan of Robert College also assisted at various stages of the
research.

My foremost debt is to my friends and colleagues at SPO, who not only
were invariably willing to answer questions and help find data, but who also
provided moral support. Hikmet Cetin’s willingness to withstand interruptions
despite an incredibly busy schedule went far beyond the call of friendship. His
help in guiding me to people who could answer specific questions, his discus-
sion of Turkey’s economy, and his advice are gratefully acknowledged. Tefvik
Can was invaluable in his advice and in providing data. $adi Cindoruk, Giiler
Canalp, and Sevil Korum were helpful at any number of points.

I benefitted greatly from discussions with Cahit Kayra of the Ministry of
Finance, who also provided a great deal of useful data. I cannot begin to
mention all the other Turkish businessmen and government officials who
patiently answered questions and helped me locate data. My thanks go to
them all, and especially to Izzet Aydin of the Central Bank, Erhan Isil of the
Ministry of Industry and Technology, Zeki Avrioglu of SIS, and Tiirgiit
Ozoktay of the Union of Chambers of Commerce and Industry.

Ibrahim Ongiit of the Industrial Development Bank of Turkey has been a
valued source of insight and of data throughout the study. Much of the infor-
mation on DRCs contained in Chapter VIII was obtained through him. He
also read and commented upon portions of the manuscript, and I benefitted
from discussions with him on numerous ailied topics.

Several people were especially generous in contributing their time and
knowledge on individual topics. Betty Yaser of the AID Ankara was extremely
helpful with government budget accounts. She read large portions of the
manuscript and made many useful suggestions. Tuncay Aksit, also of AID,
was especially knowledgeable on the import regime. He provided a great deal
of data, answered numerous queries, and commented in detail upon an earlier
draft of Chapter VI. While he bears no responsibility for remaining errors, his
commentary improved the chapter vastly. Maxwell Fry of the City University
of London read and commented extensively upon the discussion of inflation
and monetary policy in Chapter II. At an early stage of the study, Baydar
Giirgen, now at the IBRD, helped introduce me to Turkish data.

Several economists were helpful in general discussion, including Emre
Gonensay, Attila S6nmez, Selim Ilkin, and Besim Ustiinel. Baran Tuncer of
Ankara University and Osman Okyar of Hacateppe University read an earlier
draft of the entire manuscript, and made valuable comments and suggestions
throughout. Their efforts are greatly appreciated, and the manuscript is vastly
improved as a result of their comments.

Several AID officials were extremely accommodating. Kenneth Kauffman
of AID Ankara was generous with both his time and resources. Bradshaw
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Langmaid, Mary Wampler, and Constantine Michalopoulos, all of AID Wash-
ington, also deserve special thinks.

The study was undertaken as part of the National Bureau of Economic
Research project on Foreign Trade Regimes and Economic Development. I
am grateful to the National Bureau for its financial support, which in turn
was made possible in major part under a research contract with the Agency
for International Development. All of the participants in the project com-
mented extensively on various findings from the study. Hal Lary of the
National Bureau read the entire manuscript and commented extensively. To
Jagdish Bhagwati, codirector of the project, I am grateful not only for his
detajled and incisive comments on the entire manuscript, but also for stimu-
lating discussions over many of the issues involved.

Betsy Frederick, assisted by Sandy Menssen, typed the entire manuscript.
I am grateful to them both for their patience and forbearance throughout a
trying time.

Anne O. Krueger
Minneapolis, Minnesota




Principal Dates

1919
1923
1929
1934
1938
1940
1946
1950
1983
1958
1960

1961

1963

Declaration of Independence of Turkish Republic.

Treaty of Lausanne and settlement of the Ottoman debt.

End of the Capitulations, under which foreign powers regulated Turk-
ish tariffs.

Inauguration of a Five Year Industrial Plan, and the start of develop-
ing State Economic Enterprises under a philosophy of Etatism.
Formulation of a Second Industrial Development Plan; death of
Atatiirk.

Abandonment of Second Plan due to disruptions associated with
World War II.

Devaluation of the Turkish lira: from TL 1.28 = $1 to TL 2.80 = $1.
Elections give the Democratic Party, under the leadership of Prime
Minister Adnan Menderes, a majority in Parliament. The Republican
People’s Party loses power for the first time since Atatiirk founded it.
Introduction of a de facto multiple exchange rate system.

De facto devaluation from TL 2.80 = $1 to TL 9 = $1 (with excep-
tions) and inauguration of a Stabilization Program.

Menderes is deposed in May 1960 by a group of military leaders. A
new government is formed, called the National Unity Committee.
Elections are held, and a new Constitution is adopted. The Republican
People’s Party forms a coalition government. Several different prime
ministers follow.

The beginning of the First Five Year Plan, 1963 to 1967.



xxiii
1965

1968
1969
1970
1971

1972

PRINCIPAL DATES

Elections give a majority in Parliament to the Justice Party, under the
leadership of Prime Minister Demirel.

The beginning of the Second Five Year Plan, 1968 to 1972.
Elections return the Justice Party to power.

Devaluation from TL 9 = §1 to TL 15 = $1 in August.

Resignation of Prime Minister Demirel, at the insistence of the Turkish
military. A government is formed under Prime Minister Erim in
March. A second Erim government is formed in December. When the
dollar devalues, Turkey maintains her parity with Western European
countries, so the exchange rate becomes TL 14 = $1.

Resignation of Prime Minister Erim and formation of a new govern-
ment, under acting Prime Minister Ferit Melen and then under Prime
Minister Suat Hayri Urgliplii, with the backing of the Turkish military.
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