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INTRODUCTION. 

The m a i n i d e a s c o n t a i n e d i n t h e s t u d y h a v e b e e n 

i n s p i r e d b y t h e F i r s t F i v e - Y e a r P l a n o f T u r k e y f o r t h e 

p e r i o d 1 9 6 3 - 1 9 6 7 . The p r o b l e m o f T u r k e y t o d a y i s a 

f a s t r a t e o f p o p u l a t i o n g r o w t h i n t h e f a c e o f a r e l a t i v e l y 

s l o w e x p a n s i o n o f h e r economy w i t h t h e r e s u l t t h a t 

u n e m p l o y m e n t and u n d e r e m p l o y m e n t , a l r e a d y a t q u i t e a h i g h 

l e v e l , a r e b e c o m i n g w o r s e d a y b y d a y . O v e r and above t h i s 

t h e r e i s a l s o a s e r i o u s d e f i c i t i n t h e c o u n t r y ' s b a l a n c e o f 

p a y m e n t s . 

I t was f e l t f o r a l o n g t i m e t h a t t h e s e i s s u e s c o u l d 

n o t be a d e q u a t e l y t a c k l e d u n l e s s t h e c o u n t r y t o o k t o 

c o m p r e h e n s i v e e c o n o m i c p l a n n i n g , and r e c o g n i s e d t h e f a c t 

t h a t p l a n n i n g i s e s s e n t i a l t o b a l a n c e d d e v e l o p m e n t . T h i s 

was f i n a l l y a c k n o w l e d g e d e x p l i c i t l y i n Law N o . 9 1 o f 

S e p t e m b e r , 1 9 6 0 , w h i c h c r e a t e d t h e £ > t a t e P l a n n i n g 

O r g a n i s a t i o n as t h e G o v e r n m e n t ' s P l a n n i n g and A d v i s o r y 

B o d y . L a t e r , and m o r e i m p o r t a n t l y , t h i s o r g a n i s a t i o n was 

f u l l y e n d o r s e d i n t h e new T u r k i s h C o n s t i t u t i o n o f J u l y 1 9 6 1 . 

S u b s e q u e n t l y , i t p r o d u c e d t h e l o n g - t e r m D e v e l o p m e n t 

P l a n w h i c h i s b a s e d o n a f i f t e e n y e a r p e r s p e c t i v e arid i n d i c a t 

t h a t s o c i a l and e c o n o m i c l i f e i n T u r k e y o v e r t h i s p e r i o d 

w i l l b e p l a n n e d s u b j e c t t o t h e e s s e n t i a l s a f e g u a r d s of a 

d e m o c r a t i c s y s t e m , . I t was w i t h i n t h i s f r a m e w o r k t h a t i t 

s e t u p t h e F i r s t F i v e - Y e a r P l a n i n 1 9 6 2 . 



I n t h e p r e p a r a t i o n o f t h i s p l a n , t h e n a t i o n a l 

r e s o u r c e s w e r e e s t i m a t e d a n d t h e p o s s i b i l i t i e s o f 

m o b i l i s i n g t h e s e r e s o u r c e s w e r e s t u d i e d . I n t h e l i g h t o f 

t h e s e s t u d i e s t h e p l a n n e r s s e t t h e r a t e o f g r o w t h o f GNP 

a t t h e compound r a t e o f 7 p e r c e n t p e r annum f o r t h e 

p e r i o d 1 9 6 3 - 6 7 . I n d e t e r m i n i n g t h i s r a t e o f g r o w t h t h e 

a i d t h a t c o u l d be o b t a i n e d f r o m a b r o a d was a l s o t a k e n i n t o 

a c c o u n t . I n o r d e r t o a t t a i n a 7 p e r " c e n t r a t e o f g r o w t h 

d u r i n g t h e p l a n p e r i o d i t was f o u n d n e c e s s a r y t o i n v e s t , 

o n t h e a v e r a g e , 1 8 . 3 p e r c e n t o f GNP p e r a n n u m . Of t h i s , 

3 . 5 . p e r c e n t w o u l d be f i n a n c e d f r o m e x t e r n a l s o u r c e s , 

and 1 4 . 8 p e r c e n t f r o m d o m e s t i c s a v i n g . 

The m a j o r q u e s t i o n s d i s c u s s e d i n t h i s s t u d y a r e : 

1) t h e e c o n o m i c s t r u c t u r e a n d c u r r e n t p r o b l e m s o f T u r k e y , 

2) t h e e c o n o m i c t a r g e t s a n d c r i t e r i a a d o p t e d i n t h e 

F i r s t F i v e - Y e a r p l a n , 1 9 6 3 - 1 9 6 7 ; t h e e x t e n t t o w h i c h t h e s e 

t a r g e t s c a n be a c h i e v e d and a r e i n l i n e w i t h t h e c o u n t r y ' s 

p o t e n t i a l , and 

3) t h e a p p r o p r i a t e n e s s o f d e c i s i o n s o n t h e p a t t e r n o f 

i n v e s t m e n t and r e s o u r c e a l l o c a t i o n i n t h e l i g h t o f 

t h e o r e t i c a l d i s c u s s i o n s o n i n v e s t m e n t c r i t e r i a . 

A c c o r d i n g l y , t h e p l a n o f t h e s t u d y has b e e n d i v i d e d i n t o 

3 p a r t s e a c h c o n t a i n i n g t w o c h a p t e r s . 

I n t h e f i r s t c h a p t e r o f p a r t I a b r o a d o u t l i n e o f t h e 



c h a r a c t e r i s t i c s o f t h e T u r k i s h economy has b e e n made w i t h 

s p e c i a l r e f e r e n c e t o p o p u l a t i o n , n a t i o n a l i n c o m e ( e x a m i n i n g 

a l s o p e r c a p i t a i n c o m e and t h e d i s t r i b u t i o n o f i n c o m e ) , and 

t h e c o n t r i b u t i o n o f e a c h s e c t o r t o t h e n a t i o n a l i n c o m e . The 

m a i n idea , ha s b e e n t o ' e x p l a i n t h e s t r u c t u r e o f t h e economy 

and t h e p r o b l e m s c o n f r o n t i n g T u r k e y ' s e c o n o m i c d e v e l o p m e n t . 

The 2nd c h a p t e r c o m p l e t e s t h e t a s k o f p r o v i d i n g t h e 

b a c k g r o u n d o f t h e economy b y d e s c r i b i n g t h e e f f o r t p u t i n t o 

p l a n n i n g and i n d u s t r i a l i s a t i o n d u r i n g t h e y e a r s f o l l o w i n g 

t h e f o u n d a t i o n o f t h e new T u r k i s h R e p u b l i c i n 1 9 2 3 . 

C h a p t e r 3 d e a l s w i t h t h e f a c t o r s w h i c h l e d u p t o t h e 

g o v e r n m e n t ' s d e c i s i o n t o u n d e r t a k e a l l d e v e l o p m e n t w i t h i n 

t h e f r a m e w o r k o f a c o m p r e h e n s i v e p l a n . T h e o b j e c t i v e s 1 a i d 

down b y t h e F i f t e e n - Y e a r D e v e l o p m e n t P l a n , and t h e 

s t r a t e g i c v a r i a b l e s o n w h i c h t h e p l a n r e s t s h a v e a l s o b e e n 

e x a m i n e d i n t h i s c h a p t e r . 

The F i r s t F i v e - Y e a r P l a n o f t h e above D e v e l o p m e n t 

scheme i s a n a l y s e d i n c h a p t e r 4 , i n r e s p e c t o f i t s 

o b j e c t i v e s , s cope and t h e e x t e n t t o w h i c h i t may b e h e l p f u l 

i n s o l v i n g t h e b a s i c p r o b l e m s o f t h e e c o n o m y , i . e . , t o 

i n c r e a s e t h e r a t e o f g r o w t h o f t h e r e a l n a t i o n a l i n c o m e , 

c r e a t e more e m p l o y m e n t p o s s i b i l i t i e s , and i m p r o v e t h e 

b a l a n c e o f p a y m e n t s . 

C h a p t e r 5 e x a m i n e s t h e p a t t e r n o f i n v e s t m e n t and 

r e s o u r c e a l l o c a t i o n , and t h e r a t i o n a l e b e h i n d t h e p l a n n e r s ' 

d e c i s i o n s . 



F i n a l l y . , C h a p t e r 6 d e a l s w i t h t h e m e t h o d o l o g y o f t h e 

p l a n and t h e i n v e s t m e n t c r i t e r i a a d o p t e d i n i t s f o r m u l a t i o n . 

T h i s i s f o l l o w e d b y a d i s c u s s i o n o f t h e f o r m u l a w h i c h c o u l d 

l e a d t o a m o r e e f f i c i e n t a l l o c a t i o n o f r e s o u r c e s . 

The c o n c l u s i o n c o m p r i s e s a b r i e f r e v i e w o f t h e p r e s e n t 

e c o n o m i c p r o b l e m s o f T u r k e y t o g e t h e r w i t h a summary o f t h e 

b a s i c p o i n t s made i n t h e b o d y o f t h e t h e s i s . 

T h e r e i s a n a p p e n d i x w h i c h d i s c u s s e s t h e t h e s i s o f 

G a l e n s o n - L e i b e n s t e i n , c o n c e r n i n g t h e c h o i c e o f t e c h n i q u e as 

an i n v e s t m e n t c r i t e r i o n and t h e n a t t e m p t s t o a s s e s s i t s 

u s e f u l n e s s i n r e l a t i o n t o s p e c i f i c a l l y T u r k i s h c o n d i t i o n s . 



FOREWORD. 

T h i s d i s s e r t a t i o n has b e e n p r e p a r e d u n d e r the 

s u p e r v i s i o n o f M r . M . C h o w d h u r y t o whom I ov/e v e r y s p e c i a l 

d e b t o f g r a t i t u d e f o r h i s comments and c r i t i c i s m s w h i c h 

h a v e b e e n i n v a l u a b l e i n t h e p r e s e n t a t i o n o f a r g u m e n t s and 

t h e i n t e r p r e t a t i o n o f e v e n t s . 

B e c a u s e o f t h e d i v e r s i t y o f s o u r c e s , i t was 

d i f f i c u l t t o u s e one c u r r e n c y i n a l l t a b l e s . Some o f them 

a r e b a s e d o n t h e T u r k i s h l i r a a n d some o n t h e U . S . d o l l a r . 

The r a t e o f e x c h a n g e s i n c e 1958 s t a b i l i s a t i o n p r o g r a m m e has 

b e e n d e t e r m i n e d as $1 = 9 T . l i r a s a n d £ 1 = 2 5 . 2 5 T . l i r a s . 

D u r h a m U n i v e r s i t y , 

DURHAM. 

M a r c h , 1 9 6 6 . 
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P A R T I . 



C H A P T E R I . 

NATIONAL INCOME AND 

ITS COMPOSITION. 



I - POPULATION AND I T S CONSEQUENCES. 

P o p u l a t i o n i s t h e f i r s t f a c t o r w h i c h needs t o be 

c o n s i d e r e d as a f f e c t i n g t h e d e v e l o p m e n t o f t h e T u r k i s h 

e c o n o m y . A s c a n be s e e n f r o m T a b l e I , t h e r a t e o f p o p u l a t i o n 

i n c r e a s e i n T u r k e y has a p j o r o a c h e d t h e v e r y h i g h l e v e l o f 

3 p e r c e n t p e r annum i n t h e r e c e n t y e a r s . The r e a s o n f o r 

t h i s h i g h r a t e i s b o t h t h e i n c r e a s e i n t h e b i r t h r a t e and t h e 

d e c r e a s e i n t h e m o r t a l i t y r a t e . 

The r a t e o f p o p u l a t i o n i s a l s o v e r y h i g h c o m p a r e d 

w i t h some o t h e r c o u n t r i e s . 

The R a t e o f P o p u l a t i o n G r o w t h i n Some S e l e c t e d C o u n t r i e s . 

U . S . 1.5 I r a n 2 . 5 

U . K . 0 . 4 4 G u i n e a 2 . 2 

I t a l y 0 . 7 0 N . R h o d e s i a 2 . 5 

Sweden 1 .08 Congo 2 . 0 

P o l a n d 1 .77 E t h i o p i a 1.6 

I n d i a 2 P e r u 2 

P ak i s t an 2 . 2 C h i l e 2 . 2 

S o u r c e : U . N . S t a t i s t i c a l O f f i c e o f t h e U n i t e d N a t i o n s , 

M o n t h l y B u l l e t i n o f S t a t i s t i c s , J u l y , 1 9 5 6 , and a l s o s e e , 

R o b i n s o n E . A . G , E c o n o m i c D e v e l o p m e n t f o r A f r i c a S o u t h o f 

t h e S a h a r a , Mac M i l l a n & Co L t d . , L o n d o n , p . 8 

O n l y a s m a l l p r o p o r t i o n o f the p o p u l a t i o n l i v e i n 

u r b a n a r e a s ( 1 6 . 4 p e r c e n t i n 1927 r i s i n g t o 2 8 . 7 p e r c e n t 



i n 1 9 6 0 ) , h o w e v e r d u r i n g t h e p e r i o d 1950-1960 t h e u r b a n 

p o p u l a t i o n has i n c r e a s e d b y 75 p e r c e n t w h e r e a s r u r a l 

p o p u l a t i o n has o n l y i n c r e a s e d b y 20 p e r c e n t . T h i s s t r i k i n g 

d i f f e r e n c e i s due o t a r e c e n t t e n d e n c y o f p e o p l e t o m i g r a t e 

t o u r b a n d i s t r i c t s . 

The r a p i d r a t e o f u r b a n i s a t i o n i n T u r k e y has 

b e e n a f f e c t e d b y t h e c o n s i d e r a b l e g r o w t h i n a g r i c u l t u r e , 

i n d u s t r y and t r a n s p o r t a t i o n . 

i ) The m a j o r i t y o f t h e p " p " 1 a 14 rm ( 7 1 . ^ p . «~ » ) 

a r e r u r a l l y s i t u a t e d a n d d e p e n d o n a g r i c u l t u r e . The p e r 

c a p i t a i n c o m e i n a g r i c u l t u r e has r i s e n v e r y s l o w l y and 

d u r i n g t h e p e r i o d 1950-55 t h i s i n c r e a s e was 7 4 . 6 1 T . l i r a s 

w h i l e i n o t h e r s e c t o r s i t was 234 .62 T . L i r a s . The l o w 

p r o d u c t i v i t y i n a g r i c u l t u r e was a c c o u n t e d f o r b y t h e u n ­

e c o n o m i c a n d s c a t t e r e d n a t u r e o f l a n d h o l d i n g s and d e f e c t s 

i n t h e l a n d o w n e r s h i p and t e n u r e s y s t e m , and i n a d e q u a c y 

i n t h e p r o v i s i o n f o r i r r i g a t i o n and f e r t i l i z e r s and so o n . 

The p e a s a n t f a m i l i e s who c o n s t i t u t e 2 7 . 4 p e r c e n t o f the 

a g r i c u l t u r a l p o p u l a t i o n as t e n a n t s and s h a r e - r e c e i v i n g 

g r o u p s a r e m o r e o r l e s s l a n d l e s s , and t h e h o p e t o a c q u i r e 

h i g h e r i n c o m e s and b e t t e r s t a n d a r d s o f l i v i n g makes t h e s e 

p e o p l e move t o u r b a n a r e a s . F u r t h e r t h e m e c h a n i s a t i o n o f 

a g r i c u l t u r e ( s i n c e t h e M a r s h a l l A i d p l a n i n 1948) and i t s 

(1) See T u r k i y e M i l l e G e l i r i 1 9 4 8 - 1 9 5 9 . I s t a t i s t i k G e n e l 

M u d u . r l u g u , N o . 3 7 4 p . 8 . '• 



l a b o u r s a v i n g n a t u r e h a v e a l s o l e f t a l a r g e p r o p o r t i o n o f 

t h i s p o p u l a t i o n u n e m p l o y e d d u r i n g the l a s t 15 y e a r s . ( 1 ) 

( i i ) The i n d u s t r y shov/ed a v e r y h i g h d e v e l o p m e n t 

i n t h e l a s t d e c a d e . The number o f i n d u s t r i a l a r e a s r o s e 

a n d d u r i n g 1 9 5 0 - 5 5 t h e r a t e o f i n c r e a s e i n i n d u s t r i a l 

p o p u l a t i o n was 20 p e r c e n t a n d p e r c a p i t a i n c o m e i n t h e 

same s e c t o r r o s e b y 114 p e r c e n t . I n t h e same p e r i o d , 74 

p e r c e n t i n c r e a s e i n a g r i c u l t u r a l p o p u l a t i o n was a s s o c i a t e d 

w i t h o n l y 59 p e r c e n t i n c r e a s e i n a g r i c u l t u r a l p e r c a p i t a 

i n c o m e . ( 2 ) I n d u s t r i a l g r o w t h has a l s o b r o u g h t i n c r e a s e d 

demand f o r s o c i a l s e r v i c e s and c o n s e q u e n t l y a c t i v e p o p u l a t i o n 

i n s e r v i c e s r o s e f r o m 1 4 5 . 0 0 0 i n 1945 t o 4 5 5 . 0 0 0 i n 1955 (3) 

The a v e r a g e wage r a t e i n i n d u s t r i a l c e n t r e s ( i n 

b i g c i t i e s l i k e I s t a n b u l , A n k a r a , A d a n a ) was much h i g h e r 

t h a n t h e g e n e r a l wage r a t e w h i c h p r e v a i l e d i n t h e e c o n o m y . 

The d i s c r e p a n c y i n t h e wage r a t e s has p l a y e d a b i g r o l e i n 

a b s o r b i n g a l a r g e amount o f r u r a l p o p u l a t i o n . A c t u a l l y , 

t h e e s t a b l i s h m e n t o f T r a d e U n i o n s i n I n d u s t r i a l a r e a s , 

( m e m b e r s h i p i n c r e a s e d f r o m 4 4 7 , 0 0 0 i n 1952 t o 6 2 0 , 0 0 0 i n 1 9 6 0 ) 

h a d a l s o e n c o u r a g e d l a r g e s c a l e u r b a n i s a t i o n . 

( i i i ) The g r o w t h o f t h e t r a n s p o r t a t i o n s y s t e m h a s 

( 1 ) S e e , K a z g a n G , S e h i r l e r e A k i n v e I k t i s a d i D e g i s m e , I F M , C . 1 9 

( 2 ) D r . K e l e s , R , T u r k i y e de S e h i r l e r e A k i n v e P l a n l a m a U z e r i n e 
' E t k i s i , P l a n l a m a , D e v l e t P l a n l a m a T e s k i l a h D e r g i s i , N o . 2 

C i l t 1 , K i s 1 9 6 2 , p . 8 4 . 
(3) I b i d . p . 3 4 
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b e e n a n o t h e r i m p o r t a n t f a c t o r i n s t i m u l a t i n g u r b a n i s a t i o n . 

W i t h i n c r e a s e d t r a n s p o r t a t i o n f a c i l i t i e s the q u a n t i t y o f 

p a s s a n g e r and g o o d s c a r r i e d h a v e s h o w n a r a p i d i n c r e a s e . The 

l i n k s a n d c o m m u n i c a t i o n e s t a b l i s h e d b e t w e e n p r o d u c t i o n 

a r e a s a n d m a r k e t i n g c e n t r e s c a u s e d a r e m a r k a b l e g r o w t h i n 

i n d u s t r y a n d s o c i a l s e r v i c e s . N e w l y e s t a b l i s h e d i n d u s t r i e s 

and t r a d e s a t t r a c t e d a g r e a t n u m b e r o f r u r a l p o p u l a t i o n 

t o new j o b s c r e a t e d b y t h e m . 

T h i s m i g r a t i o n w h i c h a c c e l e r a t e d a f t e r 1 9 5 0 , i s 

s t i l l c o n t i n u i n g a t a s l o w r a t e , b u t i t c a n n o t be s a i d 

t h a t T u r k e y has e x p e r i e n c e d a n u r b a n i s a t i o n a n y t h i n g l i k e 

t h e one w h i c h has b e e n o b s e r v e d i n many W e s t E u r o p e a n 

c o u n t r i e s d u r i n g t h e 1 9 t h C e n t u r y . 

The i n c r e a s e i n t h e p o p u l a t i o n i s m o s t l y o b s e r v e d 

i n v e r y l a r g e c i t i e s and i n p a r t i c u l a r I s t a n b u l has b e e n t h e 

one w h i c h showed t h e h i g h e s t i n c r e a s e . I n t h a t p e r i o d , a n 

a n n u a l i n c r e a s e i n t h e p o p u l a t i o n was 0 . 4 7 p e r c e n t i n 

I s t a n b u l , 0 . 4 5 p e r c e n t i n A n k a r a a n d 0 . 3 5 p e r c e n t i n I z m i r . 

H o w e v e r , u r b a n i s a t i o n has r e s u l t e d i n u n b a l a n c e d 

g r o w t h b e t w e e n M a r m a r a , . A g e a n a n d S o u t h A n a t o l i a r e g i o n s 

o n one s i d e , and t h e E a s t and o t h e r p a r t s o f t h e c o u n t r y 

o n t h e o t h e r . N e i t h e r p u b l i c a n d p r i v a t e i n v e s t m e n t s 

e x p e n d i t u r e s i n a g r i c u l t u r e , i n d u s t r y a n d t r a n s p o r t a t i o n h a v e 

b e e n p l a n n e d n o r h a v e t h e e c o n o m i c a n d s o c i a l p r o b l e m s 

r e s u l t i n g f r o m u r b a n i s a t i o n movement b e e n t a k e n i n t o a c c o u n t 
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been a n o t h e r i m p o r t a n t f a c t o r i n s t i m u l a t i n g u r b a n i s a t i o n . 

W i t h i n c r e a s e d t r a n s p o r t a t i o n f a c i l i t i e s the q u a n t i t y o f 

passanger and goods c a r r i e d have shown a r a p i d i n c r e a s e . The 

l i n k s and c o m m u n i c a t i o n e s t a b l i s h e d between p r o d u c t i o n 

areas and m a r k e t i n g c e n t r e s caused a r emarkab le g r o w t h i n 

i n d u s t r y and s o c i a l s e r v i c e s . Newly e s t a b l i s h e d i n d u s t r i e s 

and t r a d e s a t t r a c t e d a g r e a t number o f r u r a l p o p u l a t i o n 

to new jobs c r e a t e d by them. 

T h i s m i g r a t i o n w h i c h a c c e l e r a t e d a f t e r 1950, i s 

s t i l l c o n t i n u i n g a t a s low r a t e , b u t i t cannot be s a i d 

t h a t T u r k e y has e x p e r i e n c e d an u r b a n i s a t i o n a n y t h i n g l i k e 

the one w h i c h has been obse rved i n many West European 

c o u n t r i e s d u r i n g the 1 9 t h C e n t u r y . 

The i n c r e a s e i n the p o p u l a t i o n i s m o s t l y obse rved 

i n v e r y l a r g e c i t i e s and i n p a r t i c u l a r I s t a n b u l has been the 

one w h i c h showed the h i g h e s t i n c r e a s e . I n t h a t p e r i o d , an 

annua l i n c r e a s e i n the p o p u l a t i o n was 0 .47 per c e n t i n 

I s t a n b u l , 0 .45 p e r c e n t i n A n k a r a and 0 .35 pe r c e n t i n I z m i r . 

However , u r b a n i s a t i o n has r e s u l t e d i n u n b a l a n c e d 

g r o w t h be tween Marmara , . Agean and S o u t h A n a t o l i a r e g i o n s 

on one s i d e , and the Eas t and o t h e r p a r t s o f the c o u n t r y 

on the o t h e r . N e i t h e r p u b l i c and p r i v a t e i n v e s t m e n t s 

e x p e n d i t u r e s i n a g r i c u l t u r e , i n d u s t r y and t r a n s p o r t a t i o n have 

been p l a n n e d n o r have the economic and s o c i a l p rob lems 

r e s u l t i n g f r o m u r b a n i s a t i o n movement been t a k e n i n t o accoun t 
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1 1 . N a t i o n a l Income and i t s V a r i a t i o n s . 

I " N a t i o n a l Income S t a t i s t i c s : 

A f t e r the f i r s t assessment o f the N a t i o n a l Income 

by the S t a t i s t i c s Depar tment o f the M i n i s t r y o f Commerce i n 

1935, the t a s k was l e f t t o the C e n t r a l S t a t i s t i c a l O f f i c e 

( C . S . O . ) A l t h o u g h the N I e s t i m a t e s o f 1942-44 were 

p u b l i s h e d by the C . S . O . i n 1 9 4 7 , ^ ^ i t i s r e g r e t a b l e t o 

see t h a t these s t u d i e s d i d n o t c o n t i n u e , and u n t i l 1950 

the c o u n t r y d i d n o t have any f o r m a l i n s t i t u t i o n t o d e a l w i t h 

the N I assessment a t a l l . 

I n 1950 the N a t i o n a l Income Research Group (NIRG) 

w h i c h i s a t t a c h e d t o the C . S . O , was e s t a b l i s h e d and t h i s 

depa r tmen t f o r the f i r s t t ime i n the h i s t o r y o f the T u r k i s h 

economy had the f u n c t i o n o f e s t i m a t i n g the N a t i o n a l Income 

by s c i e n t i f i c and academic m e t h o d s . The r e s u l t s o f i t s 
(2) 

f i r s t s u r v e y were p u b l i s h e d as a book i n 1954. 

By c o n s i d e r i n g t he f i g u r e s we have o b t a i n e d f r o m 

the S t a t i s t i c s Depar tment and C .S .O , we c a n c o n c l u d e t h a t 

the N a t i o n a l Income has r e c o r d e d a s t e ady i n c r e a s e be tween 

1927 and 1950. The N a t i o n a l Income e s t i m a t e s o f the M i n i s t r y 

o f Commerce, and the C . S . O . a re shown b e l o w . 

(1) N a t i o n a l Income o f T u r k e y , C e n t r a l S t a t i s t i c a l O f f i c e , 
A n k a r a , 1947. 

(2) See, C i l l o v . H , T u r k i y e E k o n o m i s i , I s t a n b u l 1962. Sermet 
Matbaas i . 



Years 

1927 
1936 
1943 
1949 

* A t c o n s t a n t p r i c e s . 

N a t i o n a l Income ( M i l l i o n T . L . ) 

3 .360 
4 ,300 
6 ,000 
8 ,390 

Years 

1942 
1943 
1947 
1949 

N a t i o n a l Income ( M i l l i o n T . L . ) 

1,375 
1,404 
2 ,552 
2 ,174 

* On the b a s i s o f 1938 D r i c e s . 

One can h a r d l y r e l y on these e s t i m a t e s f o r r e a c h i n g 

a c o n c l u s i o n on the N a t i o n a l Income growth". F o r one t h i n g 

t h e y are based on d i f f e r e n t methods and s o u r c e s . Thus i t 

seems neces sa ry to f o u n d our s t u d i e s on the f i g u r e s o b t a i n e d 

f r o m M . I . R . G . 

A c a r e f u l s t u d y o f the s t r u c t u r a l p e c u l i a r i t i e s o f 

the T u r k i s h economy and the r e l a t i o n s h i p be tween the v a r i o u s 

s e c t o r s s h o u l d f i r s t b e g i n w i t h an a c c u r a t e a n a l y s i s o f the 

N a t i o n a l Income. 

NATIONAL INCOME AT CURRENT AND CONSTANT PRICES. 

The N a t i o n a l Income i n T u r k e y i s e s t i m a t e d o n l y 

t h r o u g h the p r o d u c t i o n s i d e . The u n r e l i a b l e and i n s u f f i c i e n t 

f i g u r e s on the e x p e n d i t u r e s i d e do n o t p e r m i t us t o l o o k a t 



8 . 

N a t i o n a l Income as a l l o c a t i o n to c o n s u m p t i o n and i n v e s t m e n t / ^ 

We s h a l l t h e r e f o r e t ake the f o r m e r way i n e x a m i n i n g the 

t r e n d f o l l o w e d by the N a t i o n a l Income. T a b l e 2, shows the 

cou r se f o l l o w e d by the N I i n terms o f c u r r e n t p r i c e s d u r i n g 

the l a s t 13 y e a r s . 

T a b l e 2 , N a t i o n a l Income a t C o n s t a n t & C u r r e n t P r i c e s . 

( M i l l i o n T . L i r a s ) 

Years N a t i o n a l Income 
a t c o n s t a n t p r i c e s 
(1961 f a c t o r p r i c e s ) 

N a t i o n a l Income 
a t c u r r e n t p r i c e s , 

1948 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1953 
1959 
1960 
1961 

2 3 . 8 7 5 . 6 
2 4 . 7 4 4 . 2 
2 8 . 4 6 9 . 6 

30 . 3 9 8 . 8 
3 4 . 3 8 2 . 5 

31 . 2 0 6 . 6 
3 3 . 5 1 6 . 0 
3 5 . 7 8 9 . 5 
3 8 . 0 4 5 . 3 
3 9 . 6 6 0 . 9 
41 . 3 4 3 . 1 
4 2 . 8 3 4 . 9 
4 2 . 0 2 2 . 0 

8 . 8 1 4 . 7 
8 . 9 6 4 . 2 

1 0 . 6 9 3 . 8 
1 2 . 4 2 4 . 1 

1 4 . 6 9 6 . 4 
1 4 . 7 8 5 . 0 
1 8 . 2 1 9 . 7 
2 1 . 1 9 6 . 9 
26 .023 .2 
3 1 . 4 7 4 . 9 
3 8 . 3 8 7 . 9 
4 1 . 9 9 5 . 8 
4 2 . 0 2 2 . 0 

Sou rce : F i r s t F i v e - Y e a r Development P l a n , p . 1 3 , 1 4 . T a b l e 7 . 

As can be seen f r o m the t a b l e 2 , t h e N a t i o n a l 
Income i n 1960 was a lmos t f i v e t imes t h a t o f 1950, and 
doub le t h a t o f 1956. I n o t h e r words t h e r e has been a c e r t a i n 
and s t eady i n c r e a s e i n the v a l u e of goods and s e r v i c e s 

(1) F i r s t F i v e - Y e a r Development P l a n , 3 P O . p . l 5 . 
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Tab le 2-B N a t i o n a l Income a t C o n s t a n t P r i c e s ( a t 1961 f a c t o r p r i c e s ) M i l l i o n T . L . 

1950 1953 1954 1955 1956 1957 1958 1959 1960 1961 

1 . A g r i c u l t u r e 12106.8 17033.8 13675.6 149.6 .6 16212 .6 16621.2 16621.2 17618.5 18376.4 17420.9 
2 . Indus t r y 4051.3 5238 .0 5486.9 5706 .3 6078 .3 6519.8 6976 .0 7321 .6 7302 .0 7220 .4 

3 . Cons t rue t i o n 1322.0 2299 .9 1 9 0 4 . 8 ' 2000 .5 2029 .6 2511 .7 2700.2 2739 .2 2260 .6 2364 .7 
4 . Commerce 2275.8 3155.2 2668 .5 2882.0 3118 .7 322.8.9 3699.7 3704.3 3863.5 3511.5 
5 . T r a n s p o r t a t i o n . 1167 .1 1664.9 1999 .4 . 2207 .9 2291 .4 2451 .9 2430.7 2632.8 2954.8 2823 .7 

6 . F i n a n c i a l I n s t i t u t i o n s 
and p r o f e s s i o n s 1250.0 1702.3 1900.0 2217 .5 2310 .3 2469.8 2747 .9 2787 .1 3026.3 3167.8 

7 . Income f r o m D w e l l i n g s . 576.6 715 .9 771.6 853 .6 984 .4 1165.9 1238.4 1350.8 1453.4 1531 .0 

8 . Government S e r v i c e s . 2 1 3 8 . 1 2772.6 2 9 ' i l . l 2926 .9 2972 .8 3297.3 3496.0 3439 .4 3839.6 4132 .0 

9 . Domes t ic Income 24887.7 34582.6 31387 .9 33711 .3 35998 . 1 38226.5 39910 .1 41593.7 43080.6 42272 .0 
10 . Income f r o m Abroad - 143.5 - 2 0 0 . 1 - 1 8 1 . 3 -195 .3 -208 .6 - 2 2 1 . 2 - 2 4 9 . 2 - 2 5 0 . 6 - 2 4 5 . 7 - 2 5 0 . 0 
11 . N . N . P . (At f a c t o r 

cos t ) 24744 .2 34382.5 31206.6 33516 .0 35789 .5 38045.3 39550.9 41343 .1 42834 .9 42022.0 
12 . I n d i r e c t Taxes 2733.3 3826 .1 3452.0 3714 . 9 3966 .5 4213 .4 4728 .7 4779.0 4998 .0 4998 .0 
13 . N . N . P . ( a t marke t 

p r i c e s ) 27482.5 38208.6 34658.6 37230 .9 39756.0 42258.7 44339.6 46122 .1 47832.9 47020 .0 

14 . D e p r e c i a t i o n 1008.5 1362.7 1304.5 1511 .5 1625 .4 1765.7 1891.7 2023 .9 2108.3 3193 .0 

15 . G . N . P . 28491.0 39571.3 36053 .1 38742 .4 41381 .4 44024 .4 46281.3 48146.0 49941.2 49213 .0 

Source : SPO. F i r s t F i v e - Y e a r Development P l a n s , 1963- 67 , P . 1 4 , f r o m T a b l e 7 . 
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p r o d u c e d i n the v a r i o u s s e c t o r s o f the economy. 

The f i r s t s i x yea r s o f the p e r i o d under s t u d y , 

t h a t i s t he p e r i o d 1948-1953 were those o f c o m p a r a t i v e 

p r i c e s t a b i l i t y , w h i l e n e x t p e r i o d (1954-1953) was marked 

by a g r a d u a l l y i n c r e a s i n g i n f l a t i o n w h i c h was r e f l e c t e d i n 

p r i c e s . F i n a l l y d u r i n g the y e a r s 1959- and 1961 we observe 

the r e t u r n o f a c o m p a r a t i v e p r i c e s t a b i l i t y 

The 1950-1953 p e r i o d c o n t a i n s t he yea r s o f r a p i d 

i n c r e a s e i n a g r i c u l t u r a l p r o d u c t i o n w h i c h was the r e s u l t 

o f the e x p a n s i o n i n c u l t i v a t e d a r e a , f a v o u r a b l e w e a t h e r , 
(2) 

and good m a r k e t s . I n the second p e r i o d , howeve r , when 

the l i m i t o f c u l t i v a t e d l a n d was r e a c h e d , b o t t l e n e c k s 

began t o appear, f u r t h e r s t r a i n s l e d t o i n f l a t i o n , and 

s t e a d i l y g r o w i n g d e f i c i t i n t he b a l a n c e o f payments and as 

as r e s u l t , t o a severe imbalance o f the economy. T a k i n g 

1953 as a base y e a r , the average annua l i n c r e a s e d u r i n g t h i s 

p e r i o d was o n l y about 3 pe r c e n t . A f t e r 1958 T u r k e y e n t e r s 

a p e r i o d o f s t a g n a t i o n w i t h a p p r o x i m a t e l y 2 t o 2 .5 p e r c en t 

i n c r e a s e i n N a t i o n a l Income. 

The N a t i o n a l Income i n terms o f c o n s t a n t p r i c e s 

can h e l p us t o see the t r u e p i c t u r e o f the c o u n t r y ' s economic 

g r o w t h . The f i g u r e s f o r the N I a t c o n s t a n t p r i c e s i n d i c a t e that: 
(1) T h i s was due t o 8 t h Augus t 1958 s t a b i l i s a t i o n programme 

launched by the Government to cope w i t h r i s i n g p r i c e s . 

(2) F i r s t F i v e - Y e a r P l a n , p . 1 2 . 
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( i ) N a t i o n a l income has shown 38 pe r c en t i n c r e a s e f r o m 1950 

t o 1953 because o f e x t e n s i o n i n t h e c u l t i v a t e d l a n d a c c e l e r a t e d 

by t he m e c h a n i s a t i o n as w e l l as good weather c o n d i t i o n s . 

F o l l o w i n g 1953, the r a t e o f g r o w t h i n N a t i o n a l Income has 

d ropped c o n s i d e r a b l y accoun ted f o r by bad c r o p s o f 1954, 

and o n l y i n 1956 d i d i t r e g a i n i t s 1953 l e v e l . 

( i i ) The N a t i o n a l Income i n 1961 rose by 76 p e r c e n t o v e r 

1948 and 17 pe r c e n t o v e r 1956. I t i s s t r i k i n g t o n o t e t h a t 

the N a t i o n a l Income o v e r 14 y e a r s , has n o t even d o u b l e d . 

( i i i ) ' , / i t h t he e x c l u s i o n of 1 9 6 1 , t he average r a t e o f g r o w t h 

has been 5 .4 o v e r the second h a l f o f t he 1 9 5 0 ' s . (1955-1960) 

See, T a b l e 3 . T h i s r a t e i s n o t h i g h enough when the r a t e o f 

p o p u l a t i o n g r o w t h i s 3 p e r c e n t and t h i s l a t t e r r a t e has 

absorbed the r e a l i n c r e a s e i n t h e f o r m e r . T h e r e f o r e we 

t h i n k i t i s n e c e s s a r y t o emphasise t h e e f f e c t s o f p o p u l a t i o n 

on t he N a t i o n a l Income and the t r e n d r e c o r d e d i n the pe r 

c a p i t a income. 

T a b l e 3 , Rate o f Income G r o w t h . 

Y e a r s . Rate o f G r o w t h ( p e r annum) 

1954-55 7 . 4 

1955-1956 6 .7 
1956-1957 6 .3 
1957-1958 4 . 2 

1958-1959 4 . 2 

1959-1960 3 .6 

Sou rce : I t i s c a l c u l a t e d f r o m the f i g u r e s i n t a b l e 2 . 
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3 - PER CAPITA INCOME. 

P o p u l a t i o n g r o w t h c o n s t i t u t e s one o f the b a s i c 

v a r i a b l e s a f f e c t i n g the course o f economic d e v e l o p m e n t . I t 

has t w o - f o l d i m p o r t a n c e ; as a c o n s u m p t i o n e n t i t y , the s i z e 

and s t r u c t u r e o f p o p u l a t i o n i n f l u e n c e s the r a t e and p a t t e r n 

o f c o n s u m p t i o n ; as an i n d i s p e n s a b l e p r o d u c t i v e a g e n t , i t 

fo rms one o f the ma in d e t e r m i n a n t s o f the l e v e l s o f p r o d u c t i o n . 

The r e c e n t s p e c t a c u l a r advances i n m e d i c a l s c i e n c e s 

have l a r g e l y c o n t r i b u t e d t o the decrease i n m o r t a l i t y r a t e s 

i n T u r k e y as i t d i d i n many u n d e r d e v e l o p e d c o u n t r i e s . ^ ' I n 

c o n j u n c t i o n w i t h a r i s i n g b i r t h r a t e t h i s l e d t o a r e a l 

"demographic e x p l o s i o n " i n T u r k e y . The r a t e o f p o p u l a t i o n 

g r o w t h (3%) as we n o t e d e l sewhere has been one o f the h i g h e s t 

among under deve loped c o u n t r i e s . 

N o t o n l y s i z e and r a t e o f p o p u l a t i o n , b u t the age 

c o m p o s i t i o n as w e l l , has g r e a t e f f e c t on the p e r c a p i t a 

income and m a t e r i a l w e l l - b e i n g . 

A c c o r d i n g t o H .IV. S i n g e r " t h e u n f a v o u r a b l e age 

s t r u c t u r e o f the p o p u l a t i o n , r e s u l t i n g f r o m t h e j o i n t a c t i o n 

o f h i g h b i r t h and m o r t a l i t y r a t e s hampers more t he 

development p roces s t h a n does t h e h i g h r a t e o f b i r t h s , s i n c e 

i t l eads to a h i g h p r o p o r t i o n o f c h i l d r e n w i t h i n t he t o t a l 

p o p u l a t i o n , o f w h i c h o n l y p a r t reaches the p r o d u c t i v e age 

(1) The r a t e o f m o r t a l i t y i s 15-17 pe r t housand , a g a i n s t 
30-35 p e r thousand r a t e o f b i r t h , see . P r o f . A k t o n , R , 
T u r k i y e d e N u f u s v e G i d a Y a r i s i , SBF D e r g i s i , N o . l M a r t 1960. 
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and"pays b a c k " t o s o c i e t y by means o f l a b o u r t h e s o c i a l c o s t 

o f t h e i r u p b r i n g i n g and e d u c a t i o n . The g r o w t h o f p o p u l a t i o n 

thus assumes a " w a s t e f u l " f o r m l ^ 

A g l a n c e a t demographic d a t a show t h a t i n many 

under d e v e l o p e d c o u n t r i e s c h i l d r e n unde r 15 yea r s f o r m abou t 

40 per c e n t o f the p o p u l a t i o n , w h i l e i n d e v e l o p e d c o u n t r i e s 

the p r o p o r t i o n o f pe rsons i n t h e same age b r a c k e t v a r i e s f r o m 

20-30 pe r c e n t . I n the age b r a c k e t f r o m 15-64 yea r s - the 

p r o d u c t i v e age - the s i t u a t i o n i s r a t h e r r e v e r s e d : i t 

c o n s t i t u t e s 55-60 pe r c e n t o f the p o p u l a t i o n i n the unde r 

deve loped c o u n t r i e s , w h i l e i n advanced c o u n t r i e s i t reaches 

up t o 70 p e r c e n t . ( 2 ) 

The demographic da t e f o r T u r k e y i n d i c a t e s t h a t 

40 p e r c e n t o f T u r k e y ' s p o p u l a t i o n are c h i l d r e n unde r 15 yea r s 

o f age (3) T h i s i s q u i t e a h i g h r a t e compared w i t h many 

d e v e l o p e d c o u n t r i e s o f the w o r l d . A d e c l i n e i n b i r t h r a t e i s 

n e c e s s a r y t o l o w e r the p r o p o r t i o n o f c h i l d r e n t o r a i s e t he 

p r o p o r t i o n o f the a c t i v e p o p u l a t i o n . The i m p o r t a n c e o f t h i s 

p o i n t i s i n r e l a t i o n t o i n v e s t m e n t r e s o u r c e s and employment 

pos s i b i 1 i t i e s . 

The p e r c a p i t a income f o r t he p e r i o d 1950-1960 i s 

p r e s e n t e d b e l o w . 

(1) H . W . S i n g e r , p rob lems o f I n d u s t r i a l i s a t i o n i n Unde r ­
d e v e l o p e d C o u n t r i e s , pages 3 2 6 - 3 2 7 . 

(2) See, Sachs , I , p a t t e r n o f p u b l i c s e c t o r i n Under d e v e l o p e d 
Economies , 1964. 

(3) See, F i r s t F i v e - Y e a r Development p l a n , p . 6 2 . 
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What i s the v a l u e o f p e r c a p i t a c r i t e r i o n as an 

i n t e r n a t i o n a l d e v i c e i n compar i son between many c o u n t r i e s ? 

One must be aware o f the f a c t t h a t t h e r e a re some 

s h o r t c o m i n g s o f t h i s measure because o f s p e c i a l d i f f i c u l t i e s 

i n c o m p u t a t i o n . F o r i n s t a n c e i n many u n d e r d e v e l o p e d 

c o u n t r i e s so much o f p r o d u c t i o n and consumpt ion occu r s 

o u t s i d e the marke t economy and t h e r e f o r e t hey canno t be 

i n t e r p r e t e d a c c o r d i n g t o the u s u a l p r i n c i p l e s o f v a l u a t i o n 

and exchange . S e r v i c e s o f the h o u s e w i f e may be e x c l u d e d 

i n e s t i m a t i n g n a t i o n a l income i n d e v e l o p e d c o u n t r i e s , y e t 

i n u n d e r d e v e l o p e d c o u n t r i e s i f the w i v e s sow, c u l t i v a t e and 

h a r v e s t the e n t i r e f o o d s u p p l y , e x c l u s i o n o f t h e i r s e r v i c e s 

i s a lmos t a b s u r d . Some o t h e r d i f f i c u l t i e s stem f r o m the 

v a r i a t i o n among c o u n t r i e s i n the r a n g e , scope and 

c o n c e p t i o n o f government a c t i v i t i e s . 

Because p e r c a p i t a income c o m p u t a t i o n s are t he most 

f r e q u e n t l y used i n d i c e s , we s h a l l c o n f i n e o u r s e l v e s t o them 

i n the p r o c e e d i n g a n a l y s i s . 

The p e r c a p i t a income has r i s e n s t e a d i l y f r o m 1950 

t o 1953 w i t h the r i s e i n a g r i c u l t u r a l p r o d u c t i o n w h i c h was 

due t o ex t ended areas o f c u l t i v a t i o n ! * ^ B u t i n 1954, i t 

d e c l i n e d by 11.6 p e r c e n t compared w i t h the p r e v i o u s y e a r . 

As a whole the p e r c a p i t a income has shown 24 .3 p e r cen t 

i n c r e a s e d u r i n g 1950-1960 p e r i o d w h i c h i s much l e s s t h a n 

the r a t e o f g r o w t h i n the t o t a l income. 

(1) See, F i r s t F i v e - Y e a r P l a n , p . 1 2 . 
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T a b l e 4 - Per C a p i t a Income. 

Pe r Cap i t a Ne t I n d e x o f p e r Index o f 
N a t i o n a l P r o d u c t C a p i t a i n c r e a s e I n c r e a s e i n 

Y e a r s . a t 1961 f a c t o r i n Income. T o t a l Income 
p r i c e ( T . L i r a s ) 1950=100 1950=100. 

1950 1181 100 100 
1951 1316 111 115 
1952 1391 118 125 
1953 1507 128 139 
1954 1332 113 126 
1955 1393 113 135 

1956 1445 122 145 

1957 1492 126 154 
1958 1511 123 160 

1959 1530 130 167 
1960 1539 130 173 
1961 1469 124 170 

Source : F i r s t F i v e - Y e a r P l a n , p . 1 5 . 

Pe r C a p i t a income c o n s t i t u t e s o n l y $ 185 and t h i s 

i s the l o w e s t income o f any European c o u n t r y . A compar i son 
o f t h i s f i g u r e w i t h o t h e r c o u n t r i e s i s p r e s e n t e d be l o w . 

T a b l e 5 - Pe r C a p i t a GNP i n $ (1953-1959) 

T u r k e y 135 
U . S . A . 2717 
V/.Germany 1051 
France 1173 

U . K . 1236 
I t a l y 601 

Greece 355 
S p a i n 300* 
P o r t u g a l 219* 
S o u r c e : F i r s t F i v e - Y e a r P l a n , p . 2 7 , T a b l e 2 2 . 

*These F i g u r e s are o f 1960. 
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4 - D i s t r i b u t i o n o f Income Between U r b a n and R u r a l P o p u l a t i o n . 

The d i s t r i b u t i o n o f the n a t i o n a l income be tween 

u r b a n and r u r a l p o p u l a t i o n i s s i g n i f i c a n t f r o m the s o c i a l 

w e l f a r e p o i n t o f v i e w . I n T u r k e y t h e volume o f economic 

a c t i v i t y , income l e v e l s and s o c i a l s e r v i c e s d i f f e r g r e a t l y 

f r o m one r e g i o n t o a n o t h e r . 

Y/e must n o t e t h a t the s t a t i s t i c s needed f o r t h i s 

purpose are n o t adequate and what we have i n hand are the 

f i g u r e s up t o 1955 . 

The annua l income per head o f the r u r a l p o p u l a t i o n 

i n 1955 was 337 T u r k i s h L i r a s w h i l e o f the u r b a n p o p u l a t i o n 

was 975 l i r a s w h i c h was a lmos t t r e b l e the income o f the 

f o r m e r g r o u p . The d i s c r e p a n c y be tween income o f u r b a n and 

r u r a l p o p u l a t i o n has remained a t the same l e v e l f o r a l o n g 

t i m e . D u r i n g 1938-1955 income o f the i n h a b i t a n t s o f the 

r u r a l areas has i n c r e a s e d by 8 pe r c e n t compared w i t h 17 

p e r cen t i n c r e a s e i n t he income o f u r b a n p o p u l a t i o n . T h e r e f o r e 

d i f f e r e n c e s i n w e l f a r e w i l l be apparen t i f v/e t ake i n t o account 

the number o f i n h a b i t a n t s i n the r u r a l and u r b a n a r e a s . 

See, T a b l e 6 . 
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T a b l e 6 U ) - D i s t r i b u t i on o f N a t i o n a l Income by U r b a n and 
R u r a l P o p u l a t i o n . ( i n T . L i r a s ) 

Y e a r s . 
Per C a p i t a 
Income by-
R u r a l P o p u l . 

R u r a l Pop . 
as % o f 
t o t a l P o p u l . 

Pe r C a p i t a 
Income by 
U r b a n 
p o p u l a t i o n . 

U r b a n 
P o p u l a t i o n 
as% o f t o t a l 
p o p u l a t i o n . 

1938 312 830 
1948 312 825 
1950 290 78 .3 862 21 .7 
1951 344 900 
1952 353 946 
1953 385 1014 

1954 304 971 
1955 337 74 975 2 .6 

Source : C h i l l o c . H .op . c i t . P .116 and , T a b l e , 1 i n t h i s 
s t u d y . 

(a) We may add t h a t we d i d n o t f i n d any s a t i s f a c t o r y 
e x p l a n a t i o n on the c o m p u t a t i o n o f incomes o f b o t h 
g r o u p s . 

The income o f r u r a l p o p u l a t i o n has v a r i e d f r o m 

yea r t o y e a r because o f dependence on a g r i c u l t u r e and o f 

f l u c t u a t i o n s i n the a g r i c u l t u r a l p r o d u c t i o n . F u r t h e r , 

low l e v e l p r o d u c t i v i t y i n a g r i c u l t u r e , and a lmos t 2 per c e n t 

g r o w t h o f r u r a l p o p u l a t i o n p e r annum may have l a r g e e f f e c t 

on t h i s t r e n d . 

I I I . - NATIONAL INCOME BY SECTORS. 

A l t h o u g h c o n s i d e r a b l e p r o g r e s s has been a c h i e v e d 

i n the i n d u s t r i a l i s a t i o n d u r i n g the pas t 15 y e a r s , the 
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f o l l o w i n g f i g u r e s i n T a b l e 7, i n d i c a t e t h a t T u r k e y ' s economy 

s t i l l p r e s e r v e s i t s b a s i c a l l y a g r i c u l t u r a l c h a r a c t e r . The 

d a t a show the c h a n g i n g c o m p o s i t i o n o f the T u r k i s h economy 

i n te rms o f p a r t i c i p a t i o n . 

A c c o r d i n g t o the 1960 f i g u r e s , about 44 p e r c e n t 

o f the N a t i o n a l Income i s d e r i v e d f r o m a g r i c u l t u r e , as 

compared w i t h 10 .9 p e r c e n t f r o m m a n u f a c t u r i n g and m i n i n g , 

10.5 pe r c e n t f r o m commerce, 9.7 per cen t f r o m p u b l i c s e r v i c e s , 

7 .9 pe r c e n t f r o m t r a n s p o r t a t i o n and c o m m u n i c a t i o n s , 5 .9 

pe r cen t f r o m c o n s t r u c t i o n i n d u s t r y , and 11 .2 p e r c en t f r o m 

o the r s . 

T a b l e 7 - R e l a t i v e Impor t ance o f P r o d u c t i o n S e c t o r s i n the 
N a t i o n a l Income ( I n terms o f 1948 p r i c e s ) p e r c e n t a g e . 

1948 1954 1959 1960 

A g r i c u l t u r e 53 .2 4 4 . 9 4 4 . 9 4 3 . 9 
Indus t r y 10 .5 12 .0 10.7 10 .9 
B u i l d i n g I n d u s t r y 3 .2 5.7 6 .0 5 .9 
Trade 10 .9 9.7 10 .4 10.5 
T r a n s p o r t a t i o n 
& C o m m u n i c a t i o n s . 4 .6 7 .3 7 .5 7 .9 
P u b l i c S e r v i c e s 9 .9 1 0 . 9 9.6 9.7 

Source : N a t i o n a l Income o f T u r k e y , C.£ J.O. No.420 • 
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1 - A G R I C U L T U R E . 

T h e a g r i c u l t u r a l s e c t o r i n w h i c h 7 5 p e r c e n t o f o u r 

p o p u l a t i o n i s e n g a g e d , p r o v i d e s a l m o s t h a l f o f t h e N a t i o n a l 

I n c o m e . B u t i t s s h a r e h a s f l u c t u a t e d o v e r t h e l a s t t e n y e a r s . 

T h e v a r i a t i o n s r e c o r d e d i n t h e a g r i c u l t u r a l o u t p u t a r e 

c o n s i d e r a b l y a c c o u n t e d f o r b y w e a t h e r c o n d i t i o n s , p a r t i c u l a r l y 

i n t h e p r o d u c t i o n o f c e r e a l s a n d c o t t o n , a n d t h e l a c k o f 

s u b s t a n t i a l d e v e l o p m e n t i n t h e f i e l d o f i n t e n s i v e f a r m i n g . 

F a r m i n g i s t h e d o m i n a n t p a r t o f t h e a g r i c u l t u r a l 

s e c t o r , a n d p r o v i d e s t h e l a r g e s t s h a r e i n t h e n a t i o n a l i n c o m e , 

f o l l o w e d b y f o r e s t r y a n d f i s h i n g . 

A g r i c u l t u r a l P r o d u c t i o n A c c o r d i n g t o S u b - S e c t o r s . ( 1 9 6 0 ) 

M i l l i o n T . L . % o f N I 

F a r m i n g 1 8 . 7 1 0 4 1 . 7 

F o r e s t r y 2 5 2 0 . 6 

F i s h i n g 1 3 0 0 . 3 

S o u r c e : C i l l o v . H , O p . c i t . P . 1 2 2 . 

T h e c u l t i v a t e d l a n d h a s i n c r e a s e d b y 5 5 p e r c e n t 

f r o m 1 9 5 0 t o 1 9 6 0 , o r i n o t h e r w o r d s f r o m 9 . 8 6 8 m i l l i o n 

h e c t a r e t o 1 5 , 3 0 5 m i l l i o n h e c t a r e i n t h e same p e r i o d . A s 

a p e r c e n t a g e o f t o t a l a r e a t h e c u l t i v a t e d l a n d h a s r i s e n 

t o 2 9 p e r c e n t b y 1 9 5 3 a n d r e m a i n e d a t t h i s l e v e l i n t h e 

s u b s e q u e n t y e a r s . 
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T h e f i n a n c i a l a n d t e c h n i c a l a s s i s t a n c e w h i c h c a m e 

f r o m a b r o a d t h r o u g h M a r s h a l l p l a n i n 1 9 4 9 , a n d t a x 

f a v o u r i t i s m , c h e a p c r e d i t a n d h i g h c e r e a l p r i c e s u p p o r t i n g 

p r o g r a m m e o f t h e G o v e r n m e n t , p l a y e d a n o t i c e a b l e p a r t i n 

t h e e x t e n s i o n o f c u l t i v a t e d l a n d . 

I n t h e p a s t t h e T u r k i s h G o v e r n m e n t p u t m a j o r e m p h a s i s 

u p o n f a r m m e c h a n i s a t i o n a n d t h e n u m b e r o f t r a c t o r s r e a c h e d 

3 5 , 0 0 0 b y 1 9 5 3 . ^ T h o u g h o n l y a b o u t 12 p e r c e n t o f t h e 

1 9 5 2 c e r e a l a c r e a g e w a s c u l t i v a t e d w i t h t r a c t o r s , 

m e c h a n i s a t i o n l a r g e l y c o n t r i b u t e d t o t h e t i l l a g e o f a l a r g e r 

a r e a o f c r o p l a n d . A l s o m e c h a n i s a t i o n h e l p e d t o r a i s e y i e l d s 

p e r a c r e , w h i l e a v e r y s m a l l p a r t o f t h e i n c r e a s e w a s d u e t o 

y i e l d - r a i s i n g p r a c t i c e s ( i m p r o v e d s e e d , f e r t i l i s e r s . . ) 

I t w a s e s t i m a t e d t h a t o f t h e 4 3 p e r c e n t i n c r e a s e 

i n c e r e a l p r o d u c t i o n d u r i n g 1 9 4 3 - 1 9 5 3 , f i v e s i x t h s w a s 

d u e t o i n c r e a s e d a r e a a n d o n l y o n e - s i x t h t o i m p r o v e d 

( 2 ) 

p r a c t i c e s . ^ I n t h e s ame p e r i o d c o t t o n p r o d u c t i o n i n c r e a s e d 

t h r e e f o l d a n d t h e a c r e a g e d e v o t e d t o i t d o u b l e d a n d i t s 

y i e l d p e r a c r e i n c r e a s e d b y 2 5 p e r c e n t . A l a r g e p a r t o f 

t h i s i n c r e a s e d o u t p u t r e s u l t e d f r o m t h e b o o m i n c o t t o n 

p r i c e s w h i c h t h e K o r e a n W a r b r o u g h t a b o u t . ( T h e c o t t o n 

p r i c e s d o u b l e d d u r i n g 1 9 5 0 - 5 1 ) . B e s i d e s t h i s , a d v a n c e d 

( 1 ) S e e , N i c h o l l s , W . H , I n v e s t m e n t i n A g r i c u l t u r e i n U n d e r ­
d e v e l o p e d C o u n t r i e s ; T u r k e y . A E E . , M a r c h - M a y 1 9 5 5 , p . 6 2 . 

( 2 ) I b i d . p . 6 1 . C e r e a l a c r e a g e r o s e b y 7 . 4 m i l l i o n a c r e s 
l a r g e l y a t t h e e x p e n s e o f p o o r q u a l i t y g r a z i n g l a n d . 
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m e c h a n i s a t i o n w a s a f u r t h e r i n c e n t i v e f o r i n c r e a s i n g l a n d 

d e v o t e d t o c o t t o n p r o d u c t i o n . 

T h e G o v e r n m e n t ' s T o p r a k O f f i c e w a s a l s o s u p p o r t i n g 

w h e a t p r i c e s a t v e r y h i g h l e v e l s d u r i n g 1 9 5 2 - 1 9 5 5 a n d t h e 

e f f e c t s o f t h i s p r o g r a m m e w a s f u r t h e r e n h a n c e d b y d o u b l i n g 

o f t h e n u m b e r o f G o v e r n m e n t g r a i n - b u y i n g s t a t i o n s . T h e 

A g r i c u l t u r a l B a n k o f T u r k e y i n c r e a s e d i t s p u b l i c f a r m c r e d i 

m o r e t h a n f o u r f o l d b e t w e e n 1 9 4 8 a n d 1 9 5 2 . O n e - t h i r d o f t h e 

d i r e c t l o a n s w e r e a l l o c a t e d f o r m a c h i n e r y a n d e q u i p m e n t 

p u r c h a s e s . ' 1 1 ' 

I n o r d e r t o e n c o u r a g e a g r i c u l t u r a l a c t i v i t i e s 

( f a r m i n g a n d f i s h i n g ) a g r i c u l t u r a l i n c o m e h a d n o t b e e n 

s u b j e c t e d t o i n c o m e t a x u n t i l 1 9 6 2 . T h i s t a x f a v o u r i t i s m 

a n d t h e e x p a n s i o n i n t h e r o a d b u i l d i n g p r o g r a m m e h e l p e d 

t o b r i n g m o r e f a r m e r s a n d l a n d i n t o t h e m a r k e t e c o n o m y . 

( 1 ) I b i d . p p , 6 1 - 6 2 . 
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T a b l e 8 - C u l t i v a t e d L a n d i n T u r k e y . 

Y e a r s C u l t i v a t e d 
L a n d 
( 0 0 0 h a ) 

F a 1 l o w 
( 0 0 0 h a ) 

T o t a l 
( 0 0 0 h a ) 

C u l t i v a t e d L a n d 
a s % o f T o t a l A r e a 

1 9 4 4 8 1 7 0 4 8 1 4 1 2 9 3 4 1 6 . 7 

1 9 5 0 9 8 6 8 4 6 7 4 1 4 5 4 2 1 8 . 7 

1 9 5 1 1 0 6 0 0 4 6 7 2 1 5 2 7 2 1 9 . 5 

1 9 5 2 1 1 7 7 5 5 5 8 6 1 7 3 6 1 2 2 . 3 

1 9 5 3 1 3 0 2 1 5 7 9 1 1 3 8 1 2 2 4 . 2 

1 9 5 4 1 3 2 0 8 6 4 0 8 1 9 6 1 6 2 5 . 2 

1 9 5 5 1 4 2 0 5 6 7 9 3 2 0 9 9 8 2 7 . 0 

1 9 5 6 1 4 5 5 6 7 8 9 7 2 2 4 5 3 2 8 . 8 

1 9 5 7 1 4 3 9 2 7 7 6 9 2 2 1 6 1 2 8 . 5 

1 9 5 3 1 4 7 6 4 8 . 0 0 1 2 2 7 6 5 2 9 . 2 

1 9 5 9 1 5 0 2 0 7 9 2 0 2 2 9 4 0 2 9 . 5 

1 9 6 0 1 5 3 0 5 7 9 2 2 2 3 2 6 4 2 9 . 9 

S o u r c e : F i r s t F i v e - Y e a r P l a n , o p . c i t , p . 2 4 , T a b l e 2 0 

T h e s h a r e o f m a j o r g r o u p s o f p r o d u c t s w i t h i n t h e 

g r o s s a g r i c u l t u r a l o u t p u t i s p r e s e n t e d b e l o w . T h e l a r g e s t 

c o n t r i b u t i o n c o m e s f r o m l i v e s t o c k p r o d u c t s (26 . 5 % ) , f o l l o w e d 

b y c e r e a l s ( 2 3 . 1 % ) , a n d f r u i t a n d v e g e t a b l e s ( 1 9 . 7 % ) . 

A n i m a l f e e d a n d i n d u s t r i a l c r o p s g i v e 1 5 . 1 a n d 1 0 . 6 p e r c e n t 

r e s p e c t i v e l y . 

L i v e s t o c k p r o d u c t s a r e n o t o n l y t h e m o s t i m p o r t a n t 

f a c t o r o f T u r k e y ' s n a t i o n a l i n c o m e , b u t a l s o t h e y a r e 

d i r e c t l y c o n n e c t e d w i t h n u t r i t i o n , h e a l t h a n d t h e 
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s a t i s f a c t o r y o p e r a t i o n o f a g r i c u l t u r a l a n d o t h e r s e c t o r s . 

I n p r e s e n t c o n d i t i o n s s t o c k b r e e d i n g i s n o t f u l l y u t i l i s e d 

a n d t h e r e i s a v a s t p o t e n t i a l f o r h i g h e r i n c o m e t h a n p r e s e n t . 

E v e r y y e a r a n a v e r a g e o f 1 5 0 . 0 0 0 h e c t a r e s o f t h e 

p a s t u r e l a n d s a r e e s t i m a t e d t o h a v e b e e n c u l t i v a t e d t o p r o v i d e 

n e c e s s a r y c e r e a l s f o r t h e r i s i n g p o p u l a t i o n . T h i s g r a z i n g 

l a n d w h i c h i s p r o n e t o e r o s i o n a n d i s u n s u i t a b l e f o r c e r e a l 

p r o d u c t i o n m u s t b e r e t u r n e d t o i t s p r e v i o u s s t a t e . 

T a b l e 9 - C o m p o s i t i o n o f A g r i c u l t u r a l P r o d u c t i o n ( A s p e r c e n t a g e 

o f t h e t o t a l A g r i c u l t u r a l P r o d u c t i o n ) 

G r o u p o f P r o d u c t s . 1 9 6 2 . 

C e r e a l s 2 3 . 1 

P u 1 s e s 2 . 0 

A n i m a l F e e d 1 5 . 1 

F r u i t & V e g e t a b l e s 1 9 . 7 

I n d u s t r i a l C r o p s 1 0 . 6 

L i v e s t o c k P r o d u c t s . 2 6 . 5 

F o r e s t r y P r o d u c t s 2 . 4 

F i s h e r y P r o d u c t s 0 . 6 

T O T A L 1 0 0 . 0 

S o u r c e : F i r s t F i v e - Y e a r P l a n , o p . c i t , p . 1 3 2 , T a b l e 5 4 . 
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T h e o n l y f i e l d t h a t i s c o m p a r a t i v e l y n e g l e c t e d i s 

f i s h i n g . W i t h a q u i t e l o n g c o a s t l i n e , n u m e r o u s l a k e s a n d 

r i v e r s a n d p a r t i c u l a r l y w i t h t h e B o s p h o r u s w h i c h i s a n 

i m p o r t a n t p a s s a g e w a y f o r f i s h , T u r k e y h a s v a s t o p p o r t u n i t i e s 

f o r f i s h i n g . Y e t f i s h e r y p r o d u c t s i n t h e t o t a l h a s r e m a i n e d 

v e r y i n s i g n i f i c a n t . T h e m a i n p r o b l e m s r e l a t e d t o t h i s 

s u b - s e c t o r a r e b a c k w a r d f i s h i n g m e t h o d s a n d v e r y w e a k 

m a r k e t i n g a n d s h i p p i n g f a c i l i t i e s , F u r t h e r m o r e , f i s h e r y 

p r o d u c t s ' s h a r e i n t h e t o t a l e x p o r t s h a s b e e n r a t h e r s m a l l 

a n d t h i s i s d u e t o c o m p l e x e x p o r t f o r m a l i t i e s w h i c h a r e 

u n s u i t e d t o i t s n a t u r e a n d t h e l a c k o f p r i v a t e c a p i t a l 

i n v e s t e d i n t h i s f i e l d . 

T h e t o t a l a g r i c u l t u r a l o u t p u t h a s r i s e n b y 52 p e r 

c e n t ( a t 1 9 6 1 f a c t o r c o s t ) b e t w e e n 1 9 5 0 a n d 1 9 6 0 . Y e t t h e 

r a t e o f i n c r e a s e h a s b e e n 4 0 p e r c e n t b e t w e e n 1 9 5 0 a n d 1 9 5 3 , 

a s c o m p a r e d w i t h 7 . 8 p e r c e n t f r o m 1 9 5 3 t o 1 9 6 0 . S e e , T a b l e 

2A - 2 B . A v e r y h i g h r a t e o f i n c r e a s e i n t h e f o r m e r p e r i o d 

w a s t h e r e s u l t o f t h e s u b s t a n t i a l e x t e n s i o n i n c u l t i v a t e d 

l a n d w h i c h s t e m m e d f r o m m e c h a n i s a t i o n , p r i c e s u p p o r t i n g 

p r o g r a m m e a n d o t h e r f a c t o r s . I t i s s t r i k i n g t o s e e t h a t t h e 

a v e r a g e r a t e o f i n c r e a s e i n t h e f o r m e r p e r i o d w a s 13 p e r 

c e n t p e r a n n u m w h i l e i n t h e l a t t e r p e r i o d 1 . 1 p e r c e n t . 

A s c a n b e s e e n f r o m t h e a g r i c u l t u r a l p r o d u c t i o n 

i n d i c e s , s o i l p r o d u c t s h a v e s h o w n c o n s i d e r a b l e f l u c t u a t i o n s 

f r o m 1 9 5 7 u n t i l 1 9 6 0 b u t l a t e r i n 1 9 6 1 t h e y d r o p p e d v e r y 
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s h a r p l y . U n t i l 1 9 6 0 t h e h i g h e s t i n c r e a s e h a d b e e n i n 

i n d u s t r i a l c r o p s c o m p a r e d w i t h c e r e a l s a n d p u l s e c r o p s 

( s e e , T a b l e 1 0 . ) T h e r e a s o n f o r t h e p o o r a g r i c u l t u r a l 

y i e l d i n 1 9 6 1 w a s b a d w e a t h e r . 

T a b l e 10 - A g r i c u l t u r a l P r o d u c t i o n I n d i c e s ( 1 9 4 8 - 1 9 5 2 = 1 0 0 ) 

1 9 5 7 1 9 5 8 1 9 5 9 1 9 6 0 1 9 6 1 

G e n e r a l 1 5 7 . 7 1 6 7 . 9 1 6 2 . 7 1 7 4 . 5 1 5 0 . 3 

C e r e a l s 1 6 5 . 6 1 7 1 . 2 1 5 7 . 8 1 7 1 . 5 1 4 4 . 4 

P u 1 s e c r o p s 1 3 1 . 5 1 5 2 . 0 1 5 4 . 1 1 6 1 . 7 1 4 6 . 2 

I n d u s t r i a l c r o p s 
1 4 1 . 1 1 6 2 . 1 1 7 5 . 9 1 8 3 . 3 1 6 9 . 2 

S o u r c e : E c o n o m i c R e p o r t 1 9 6 2 , U n i o n o f C h a m b e r s o f C o m m e r c 

a n d c o m m o d i t y E x c h a n g e , A n k a r a , 1 9 6 2 , p . 1 0 . 

T h e r e c e n t d e v e l o p m e n t i n t h e a g r i c u l t u r e c a n b e 

s u m m a r i s e d a s f o l l o w s : t o t a l a g r i c u l t u r a l o u t p u t h a s 

i n c r e a s e d f r o m 2 2 . 6 3 9 . 5 l i r a s i n 1 9 6 1 t o 2 4 . 8 2 5 . 6 l i r a s i n 

1 9 6 3 w h i c h a m o u n t s t o 9 . 4 p e r c e n t i n c r e a s e . C e r e a l p r o d u c t i o n 

s h o w e d c o n s i d e r a b l e i n c r e a s e i n 1 9 6 2 a n d 1 9 6 3 , w h i l e c a s h 

c r o p s s t o o d a t t h e same l e v e l i n 1 9 6 1 a n d 1 9 6 2 ( 3 . 6 8 0 . 3 T . l i r a s ) , 

a n d d r o p p e d c o m p a r a t i v e l y i n 1 9 6 3 d u e t o t h e r a i n s w h i c h 

d e l a y e d s o w i n g a n d t o c e r t a i n d i s e a s e s . 

D u r i n g t h e p e r i o d 1 9 6 1 - 1 9 6 3 t h e a v e r a g e r a t e o f 

g r o w t h i n t h e t o t a l a g r i c u l t u r a l o u t p u t w a s 4 . 6 p e r c e n t 

p e r a n n u m . 

( 1 ) F i r s t F i v e - Y e a r P l a n , O p . c i t . p p - 1 0 - 1 1 ( 1 9 6 4 A n n u a l p r o g r a m m e , 
S P O . A n k a r a D e c , 1 9 6 3 ) 



2 5 . 

T h e m a i n a n d c o n t i n u i n g p r o b l e m i s t h a t a g r i c u l t u r a l 

p r o d u c t i v i t y i s l o w . T h e f u n d a m e n t a l r e a s o n s f o r t h i s a r e : 

( i ) e x c e s s i v e p o p u l a t i o n i n a g r i c u l t u r e a n d u n e v e n 

d i s t r i b u t i o n o f p o p u l a t i o n a m o n g r e g i o n s , ( i i ) p o o r l a n d 

o w n e r s h i p , a n d f r a g m e n t a t i o n o f h o l d i n g s , ( i i i ) a d v a n c e d 

t e c h n o l o g y a n d m e a n s o f p r o d u c t i o n a r e n o t s u f f i c i e n t l y 

w i d e s p r e a d , a n d f i n a l l y ( i v ) l a n d i s n o t u s e d e f f i c i e n t l y 

i n t h e l i g h t o f t e c h n i c a l a n d e c o n o m i c r e q u i r e m e n t s . 

A c t i v e p o p u l a t i o n i n a g r i c u l t u r e i n 1 9 6 1 w a s 

9 . 8 0 0 . 0 0 0 c o m p a r e d w i t h i n d u s t r y a n d s e r v i c e s as 1 . 1 8 0 . 0 0 0 

a n d 1 . 1 5 7 . 0 0 0 r e s p e c t i v e l y . ( 1 ) I t i s c l e a r t h a t 7 7 p e r 

c e n t o f t h e t o t a l a c t i v e p o p u l a t i o n i s e n g a g e d i n a g r i c u l t u r e 

a n d a l a r g e p r o p o r t i o n o f t h i s a d d s l i t t l e o r n o t h i n g t o 

t o t a l o u t p u t . T h e n u m b e r o f p e r s o n s e n g a g e d i n a g r i c u l t u r e 

h a s i n c r e a s e d o v e r t h e l a s t 16 y e a r s b y 3 . 9 p e r c e n t p e r 

( 2 ) 

a n n u m . 

A r a p i d p o p u l a t i o n i n c r e a s e i n t h e p a s t a n d 

i n a d e q u a t e e m p l o y m e n t o p p o r t u n i t i e s i n a g r i c u l t u r e a n d o t h e r 

s e c t o r s h a v e b r o u g h t f o r t h a s e r i o u s d i s g u i s e d u n e m p l o y m e n t 

i n a g r i c u l t u r e . I t i s e s t i m a t e d t h a t a t p r e s e n t , t h e r e a r e 

1 m i l l i o n d i s g u i s e d u n e m p l o y e d i n t h i s s e c t o r e v e n a t t h e 

( 3 ) 
p e a k s e a s o n . A s a r e s u l t o f t h i s e x c e s s p o p u l a t i o n a n d 
( 1 ) S e e , F i r s t F i v e - Y e a r P l a n , o p . c i t . p . 3 9 8 . 

( 2 ) O E C D , T u r k e y , M a y 1 9 6 3 , p a r i s , p . 9 . 

( 3 ) F i r s t F i v e - Y e a r P l a n - O p . c i t . p . 3 3 . 
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u n e m p l o y m e n t ( a n d c o n c e a l e d u n e m p l o y m e n t ) t h e i n c o m e o f a 

v e r y l a r g e p e r c e n t a g e o f t h e a g r i c u l t u r a l p o p u l a t i o n i s 

q u i t e l o w . O n t h e b a s i s o f 1 9 6 1 p r i c e s t h e a v e r a g e i n c o m e 

o f t h e p e a s a n t i s a l m o s t 9 5 0 . T . l i r a s w h i l e t h a t o f t h o s e 

e m p l o y e d i n s e c t o r s o t h e r t h a n a g r i c u l t u r e i s 2 7 4 0 , T . 1 i r a s . ( 1 ) 

A s c a n b e o b s e r v e d f r o m t h e a b o v e f i g u r e s , t h e p e r c a p i t a 

i n c o m e o u t s i d e a g r i c u l t u r e i s a p p r o x i m a t e l y 3 t i m e s t h a t o f 

t h e p e a s a n t . 

A n o t h e r f a c t o r i n f l u e n c i n g p r o d u c t i v i t y i n a g r i c u l t u r e 

i s t h e f r a g m e n t a t i o n o f l a n d h o l d i n g s a n d b a c k w a r d l a n d 

o w n e r s h i p s y s t e m . L a n d h o l d i n g s o v e r 5 0 0 a c r e s c o n s t i t u t e 

o n l y 1 4 p e r c e n t o f t h e t o t a l c u l t i v a t e d l a n d , w h i l e t h e 

( 2 ) 
r e s t ( 8 6 % ) a r e i n t h e f o r m o f s m a l l h o l d i n g s . A g a i n 

f a r m i n g u n i t s w h i c h a r e l e s s t h a n 1 0 0 d e c a r a c c o u n t f o r 

( 2 ) 
3 9 . 4 p e r c e n t o f t h e t o t a l c u l t i v a t e d l a n d . 

T h e s m a l l l a n d h o l d i n g s a r e t h e r e s u l t o f e x c e s s 

p o p u l a t i o n i n r e l a t i o n t o t h e l a n d f a r m e d . T h i s p o p u l a t i o n 

p r e s s u r e a l s o s t e m s f r o m t h e u n e q u a l d i s t r i b u t i o n o f l a n d s 

b e t w e e n a g r i c u l t u r a l p o p u l a t i o n . A c t u a l l y , o n e - f o u r t h o f 

t h e p o p u l a t i o n i n t h i s s e c t o r p o s s e s s t h r e e - f o u r t h s o f t h e 

f a r m i n g l a n d , w h i l e t h e r e m a i n d e r i s d i s t r i b u t e d a m o n g 7 5 

( 3 x 

p e r c e n t o f f a r m f a m i l i e s . ; T h e d i s t r i b u t i o n o f l a n d 

( 1 ) S e e , p r o g r a m m e f o r t h e y e a r 1 9 6 2 , F o r T r a n s i t i o n i n t o 
t h e P l a n P e r i o d , ( d r a f t ) S P O , O c t o b . 1 9 6 1 , A n k a r a , p . 1 1 1 . 

( 2 ) S e e , C i l l o c , H , O p . c i t . p p 1 6 4 - 1 7 0 . 1 a c r e = 4 0 0 0 m 2 , 
1 d e c a r e = 1 0 0 0 m2 o r i / 4 t h o f a n a c r e . 

( 3 ) P r o g r a m m e f o r t h e y e a r 1 9 6 2 , o p . c i t . p . I l l 
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o w n e d b y t h e s t a t e h a s a j s o r e s u l t e d i n f u r t h e r f r a g m e n t a t i o n 

o f 1 a n d h o l d i n g s . U n d e r t h e 1 9 4 5 l a w , r e d i s t r i b u t i o n o f l a n d 

t o l a n d l e s s f a r m e r s c o n t i n u e d u n t i l 1 9 5 8 a n d as a r e s u l t 

t h e s e p e o p l e r e c e i v e d 1 , 4 3 7 . 0 0 0 h e c t a r e s o f G o v e r n m e n t 

c u l t i v a b l e l a n d a n d 3 8 4 . 0 0 0 h e c t a r e s o f c o m m u n a l g r a z i n g l a n d . ^ 

T h e s e s m a l l l a n d s w e r e n o t d i s t r i b u t e d o n t h e b a s i s 

o f c r e a t i n g l a r g e a n d e c o n o m i c a l u n i t s b y f o r m i n g c o - o p e r a t i v e s 

n o r w e r e t h e y e n c o u r a g e d t o d o s o . 

A s a c o n c l u s i o n o n e m a y s a y t h a t l a n d h o l d i n g s h a v e 

r e m a i n e d f a r f r o m b e i n g i n a d e q u a t e s i z e f o r t h e i n t r o d u c t i o n 

o f m e c h a n i s a t i o n , f e r t i l i s e r s a n d i r r i g a t i o n . 

M a n y o f T u r k e y ' s m e c h a n i s e d f a r m s a r e w e l l b e l o w 

t h e s i z e n e c e s s a r y f o r e f f i c i e n t u t i l i s a t i o n o f m a c h i n e r y . P e r 

c a p i t a i n c o m e o f a g r i c u l t u r a l p o p u l a t i o n i s v e r y l o w , a n d t h e 

r a p i d i n c r e a s e o f t h e a g r i c u l t u r a l p o p u l a t i o n i s c a u s i n g 

t h e s p l i t t i n g u p o f t h e a l r e a d y s m a l l a g r i c u l t u r a l e n t e r p r i s e s , 

m a k i n g m e c h a n i s a t i o n r a t h e r d i f f i c u l t t o e x e r c i s e . T h e 

d i s t r i b u t i o n o f T u r k e y ' s t r a c t o r s i s v e r y u n e c o n o m i c a l f o r 

4 3 p e r c e n t o f t h e t r a c t o r s w e r e i n r e g i o n s w h o s e 

m e c h a n i s e d f a r m s , a v e r a g e d o n l y 4 9 - 8 6 a c r e s p e r t r a c t o r . T h e 

r e m a i n d e r o f t h e t r a c t o r s w e r e i n t h r e e r e g i o n s w i t h 1 6 5 - 4 9 6 

( 2 ) 
a c r e s p e r t r a c t o r . 

( 1 ) T h e f a r m e r s b e n e f i t e d f r o m t h i s l a w s t o o d a t 3 1 2 . 6 9 8 b y 
S e p t e m b e r 1 9 5 8 . U . N . W o r l d E c o n o m i c S u r v e y 1 9 5 8 k U . N . 
E c o n o m i c D e v e l o p m e n t i n t h e M i d d l e E a s t 1 9 5 7 - 5 8 . S u p p l e m e n t 
t o W o r l d E C . S u r v e y 1 9 5 8 . T h e v a l u e o f G o v e r n m e n t l a n d i s 
r e p a i d o v e r a p e r i o d o f 2 0 y e a r s , w h i l e c o m m u n a l g r a z i n g 
l a n d i s d i s t r i b u t e d f r e e l y . 

( 2 ) S e e , N i c h o l l s , H . O p . c i t . T h e s e f i g u r e s a r e a c c o r d i n g t o 
1 9 5 2 d a t a . 



28 . 

T h e a m o u n t o f f e r t i l i z e r s u s e d h a s b e e n v e r y l o w 

b o t h b e c a u s e n a t u r a l f e r t i l i z e r s a r e m o s t l y u s e d f o r 

o t h e r p u r p o s e s ' ^ ' , a n d b e c a u s e t h e p r i c e s o f a r t i f i c i a l 

f e r t i l i z e r s a r e h i g h c o m p a r e d t o c r o p p r i c e s . I t i s e s t i m a t e d 

t h a t 1 0 0 - 2 0 0 , 0 0 0 t o n s o f f e r t i l i z e r s a r e u s e d a n n u a l l y . T h i s 

a m o u n t i s t o o l o w c o m p a r e d w i t h t h e a r e a s o w n a n d a l s o w i t h 

t h e a m o u n t u s e d i n o t h e r c o u n t r i e s . T h e p l a n n e r s h a v e f o u n d 

t h a t 3 - 400.000 t o n s o f f e r t i l i z e r s m u s t b e u s e d a n n u a l l y 

s o t h a t t h e c h e m i c a l s r e m o v e d f r o m t h e s o i l b y c r o p s a n d 

( 2 ) 

e r o s i o n c a n b e r e s t o r e d . C o n s u m p t i o n o f some o f t h e 

f e r t i l i z e r s t h r o u g h y e a r s i s g i v e n i n t h e T a b l e b e l o w . 

T a b l e - 1 1 - C o n s u m p t i o n o f F e r t i l i z e r s . 
( T h o u s a n d o f T o n s ) 

. 1 9 5 4 / 5 5 1 9 5 5 / 5 6 1 9 5 6 / 5 7 1 9 5 7 / 5 8 a 1 9 5 3 / 5 9 b 

N i t r o g e n ( N ) 9 . 5 6 . 4 1 0 . 8 1 4 . 0 16 . 7 

P h o s p h o r i c a c i d 
( P 2 0 5 ) 1 1 . 6 8 . 3 5 . 1 6 . 4 17 . 5 

P o t a s h ( K ^ O ) 0 . 6 0 . 6 6 . 1 0 . 3 11 . 1 

S o u r c e : U . N . E c o n o m i c D e v e l o p m e n t i n t h e M i d d l e E a s t , 

o p . c i t . p . 1 2 , a ) e s t i m a t e s , b ) f o r e c a s t s . 

T h e r e i s a l a r g e d i f f e r e n c e i n y i e l d b e t w e e n d r y a n d 

r a i n y y e a r s , a n d t h e r e f o r e i t i s v e r y n e c e s s a r y t o e s t a b l i s h 

a n i r r i g a t i o n n e t w o r k i n f a r m i n g . O f t h e 2 5 m i l l i o n h e c t a r e s 

( 1 ) A s a s o u r c e o f e n e r g y i n t h e f o r m o f a n i m a l w a s t e . 

( 2 ) S e e , p r o g r a m m e f o r t h e y e a r . 1 9 6 2 . o p . c i t . p . 1 1 2 . 
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c u l t i v a t e d t o d a y , o n l y 4 p e r c e n t a r e i r r i g a t e d . ( A r e a 

u n d e r i r r i g a t i o n i s e s t i m a t e d t o b e 1 . 1 1 5 . 0 0 0 h e c t a r e s ) ^ ' 

C o t t o n f o r m s 2 2 . 4 p e r c e n t o f t o t a l i r r i g a t e d a r e a , 

f o l l o w e d b y w h e a t a s 1 7 . 9 p e r c e n t a n d b y v e g e t a b l e s a s 

( 2 ) 
1 6 . 1 p e r c e n t . ( 1 9 6 2 f i g u r e s ) . 

N o d o u b t t h e r e i s a v e r y s o u n d r e a s o n t o i n c r e a s e 

t h e a r e a u n d e r i r r i g a t i o n i n o r d e r t o p r o m o t e p r o d u c t i v i t y 

o f l a n d , a n d t h e r e f o r e t h e b e n e f i t s o f t h i s i r r i g a t i o n s y s t e m 

m u s t b e d e m o n s t r a t e d t o a l l f a r m e r s t o e n c o u r a g e t h e m t o 

b u i l d t h e i r o w n i r r i g a t i o n c h a n n e l s i n t h e i r f a r m s t o 

u t i l i z e t o c a p a c i t y a n i r r i g a t i o n n e t w o r k . A l s o c o n v i n c i n g 

i n f o r m a t i o n i n r e l a t i o n t o f e r t i l i z e r s , p l a n t a n d a n i m a l 

d e s e a s e c o n t r o l m u s t b e p r o v i d e d . A t p r e s e n t D . S . I . ( S t a t e 

H y d r a u l i c W o r k s ) i s t r y i n g t o b r i n g 2 5 - 3 0 . 0 0 0 h e c t a r e s 

p e r a n n u m u n d e r i r r i g a t i o n b u t t h i s i s f a r f r o m b e i n g 

a d e q u a t e . 

A n o t h e r c h a r a c t e r i s t i c o f t h e f a r m i n g i n T u r k e y i s 

t h a t t h e p a t t e r n o f t h e c r o p s i s d e t e r m i n e d r a t h e r t o m e e t 

t h e f a r m e r s ' o w n n e e d t h a n t h e d e m a n d i n t h e m a r k e t . T h e 

l a n d w h i c h c o u l d p r o d u c e v a l u a b l e c r o p s i s u s u a l l y d e v o t e d 

t o l o w - v a l u e c r o p s . D e s p i t e t h e d e v e l o p m e n t i n t r a n s p o r t a t i o n 

i n g e n e r a l t h e m a r k e t i n g s y s t e m s s t i l l r e m a i n p r i m i t i v e , 

( 1 ) S e e , F i r s t F i v e - Y e a r P l a n , o p . c i t . p . 1 5 5 . 

( 2 ) F i r s t F i v e - Y e a r P l a n , o p . c i t . p . 1 5 5 . 



3 0 . 

a n d t h e r e i s i n a d e q u a t e c o n t a c t b e t w e e n p r o d u c t i o n r e g i o n s 

a n d m a r k e t s . ( 1 ) A c t u a l l y s m a l l l a n d h o l d e r s a n d l a n d l e s s 

f a r m e r s h a v e n o t u n i t e d a s s t r o n g l y as n e c e s s a r y i n t h e 

f o r m s o f c o - o p e r a t i v e s t o h a n d l e p r o d u c t i o n a n d s a l e s o f 

a g r i c u l t u r a l o u t p u t . 

F i n a l l y , o n e c a n f i n d t h a t i n v e s t i b l e c a p i t a l 

a v a i l a b l e t o f a r m e r s h a s n o t b e e n d i r e c t e d t o w a r d r a i s i n g 

p r o d u c t i v i t y . T h e c r e d i t s o f t h e A g r i c u l t u r a l B a n k a r e 

m o s t l y g i v e n i n s m a l l q u a n t i t i e s a n d a r e a l l o c a t e d t o 

c o n s u m p t i o n p u r p o s e s r a t h e r t h a n t o a g r i c u l t u r a l e x p e n d i t u r e s . 

A s a r e s u l t t h e s e a v a i l a b l e r e s o u r c e s a r e n o t 

u t i l i z e d . M o r e o v e r t h e t e r m s o f a g r i c u l t u r a l c r e d i t s a r e 

q u i t e d i s c o u r a g i n g b e c a u s e t h e y a r e b a s e d o n s h o r t - t e r m . ( 2 ) 

T h e r e i s a l a r g e n e e d f o r m e d i u m a n d l o n g - t e r m 

c r e d i t s a n d a l s o f o r c o m b i n e d l o a n s f o r a n a g r i c u l t u r a l 

o p e r a t i o n i n s t e a d o f s e p a r a t e l o a n s f o r e a c h p r o d u c t . 

2 - I N D U S T R Y AND POY/ER. 

I n d u s t r y i s t h e s e c o n d l a r g e s t s e c t o r o f t h e 

e c o n o m y a f t e r a g r i c u l t u r e a n d i t s s h a r e i n GNP w a s 1 6 . 8 p e r 

c e n t i n 1 9 6 2 w i t h t h e i n c l u s i o n o f m a n u f a c t u r i n g , m i n i n g a n d 

e n e r g y . T h e l a r g e s t c o n t r i b u t i o n i s m a d e b y m a n u f a c t u r i n g 

: (1 ) S e e , P r o g r a m f o r t h e y e a r 1 9 6 2 , o p . c i t . p . l l l 

( 2 ) F o r i n s t a n c e i n 1 9 5 9 , 8 5 p e r c e n t o f c r e d i t s p r o v i d e d 
w e r e s h o r t - t e r m , a g a i n s t 9 p e r c e n t o f m e d i u m a n d 6 
p e r c e n t o f l o n g - t e r m , s e e I b i d . p . 1 1 3 . 



3 1 . 

f o l l o w e d b y m i n i n g a n d e n e r g y . 

M a n u f a c t u r i n g i s m o s t d e v e l o p e d i n t h e f o o d , b e v e r a g e , 

t o b a c c o a n d t e x t i l e s a n d c l o t h i n g s e c t o r s f o l l o w e d b y 

c h e m i c a l s , b a s i c m e t a l p r o d u c t s a n d n o n - m e t a l i c p r o d u c t s . ( 1 ) 

F o o d , b e v e r a g e a n d t o b a c c o p r o d u c t i o n s t o o d a t 7 . 5 1 7 . 7 m i l l i o n 

T . l i r a s i n 1 9 6 2 , w h i l e t e x t i l e a n d c l o t h i n g b r o u g h t i n 

5 . 2 7 0 . 0 m i l l i o n l i r a s . I n t h e c e m e n t i n d u s t r y n a t i o n a l 

s e l f - s u f f i c i e n c y h a s b e e n a t t a i n e d a n d a s . a r e s u l t i m p o r t s 

o f c e m e n t h a s d r o p p e d w h i l e e x p o r t s o f i t h a s s t a r t e d o n a 

s m a l l s c a l e . ( t h e e x p o r t o f c e m e n t w a s 1 3 . 0 0 0 t o n s i n 1 9 5 9 

a n d t h e n i t r o s e t o 6 9 . 0 0 0 i n 1 9 6 0 ) 

M i n e r a l s o u r c e s a r e s u b s t a n t i a l a n d c o a l a n d i r o n 

o r e e x i s t i n q u a n t i t i e s a d e q u a t e e n o u g h t o s u p p o r t a n a t i o n a l 

i r o n a n d s t e e l i n d u s t r y a n d c h r o m e a n d c o p p e r h a v e c o n t r i b u t e d 

s i z e a b l y t o e x p o r t s i n p a s t y e a r s . O t h e r m i n e r a l s o u r c e s 

i n c l u d e l i g n i t e , b o r a c i t e , p y r i t e s a n d m a n g a n e s e . 

M i n e r a l s a r e e x p l o i t e d b y b o t h t h e s t a t e a n d p r i v a t e 

e n t e r p r i s e . Y e t t h e h i g h e s t p r o p o r t i o n o f p r o d u c t i o n i s 

p r o v i d e d b y t h e p u b l i c s e c t o r . ( 7 5 % ) 

P e r c e n t a g e s h a r e o f I n d u s t r y i n GNP - 1 9 6 2 . 

M a n u f a c t u r i n g 1 2 . 3 

M i n i n g a n d Q u a r r y i n g . 3 . 2 

E n e r g y . 0 . 8 

S o u r c e : F i r s t F i v e - Y e a r P l a n , o p . c i t . p . 1 2 5 , f r o m T a b l e 5 3 / 1 

( 1 ) S e e , F i r s t F i v e - Y e a r P l a n , o p . c i t . p . 1 8 5 . 



3 2 

T h e s h a r e o f e n e r g y i n t h e N a t i o n a l p r o d u c t h a s 

b e e n c o m p a r a t i v e l y s m a l l d e s p i t e i t s c o n s i d e r a b l e 

d e v e l o p m e n t i n t h e l a s t d e c a d e . T u r k e y ' s e n e r g y r e q u i r e m e n t s 

a r e m e t f r o m s i x m a i n s o u r c e s a s c o a l , l i g n i t e , h y d r a u l i c 

e n e r g y , p e t r o l e u m , f i r e w o o d , a n d a n i m a l w a s t e , A l l t h e s e 

r e s o u r c e s a r e a d e q u a t e t o m e e t t h e c o u n t r y ' s n e e d s , e x c e p t 

i n p e t r o l e u m p o r d u c t s . B u t T u r k e y h a s s u r p r i s i n g l y p r o g r e s s e d 

i n o i l e x p l o r a t i o n i n v e r y r e c e n t y e a r s . F o r e x a m p l e o i l 

p r o d u c t s r o s e f r o m 3 6 9 . 9 t h o u s a n d t o n s i n 1 9 6 1 t o 2 . 8 4 9 . 9 

t h o u s a n d t o n s i n 1 9 6 2 w h i c h i m p l i e s 6 7 0 . 4 p e r c e n t i n c r e a s e 

o v e r 1 9 6 1 l e v e l . C r u d e o i l a l s o i n c r e a s e d b y 3 4 p e r c e n t 

b e t w e e n t h e same y e a r s . S e e , T a b l e 1 3 . 

T h e p r o p o r t i o n i n g o f t h e s e p r i n c i p a l e n e r g y s o u r c e s 

i n m e e t i n g t h e c o u n t r y ' s t o t a l e n e r g y r e q u i r e m e n t s i s 

( 2 ) 
p r e s e n t e d b e l o w . 

C o a l 
A s % o f T o t a l E n e r g y . 

2 2 

L i g n i t e 8 

P e t r o l e u m p r o d u c t s 1 1 

A n i m a l Y / a s t e 2 8 

F i r e w o o d 30 

H y d r o P o w e r . 1 

1 0 0 

( 1 ) P r o g r a m f o r t h e y e a r 1 9 6 2 , o p . c i t . p . 3 8 . 

( 2 ) I b i d , p . 3 9 . 
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A s a w h o l e i n d u s t r i a l o u t p u t h a s s h o w n a s t e a d y 

a n d r a p i d i n c r e a s e b e t w e e n 1 9 5 0 a n d 1 9 6 0 a n d p a r t i c u l a r l y i n 

1 9 6 0 , w h e n i t a l m o s t d o u b l e d t h e 1 9 5 0 l e v e l - 8 0 p e r c e n t 

i n c r e a s e . Y e t i n d u s t r y ' s s h a r e i n t h e n a t i o n a l p r o d u c t 

r e m a i n e d n e a r l y u n c h a n g e d ( b e t w e e n 1 6 - 1 7 p e r c e n t ) . 

S i n c e 1 9 5 3 i n d u s t r i a l p r o d u c t i o n h a s b e e n r i s i n g 

m o r e r a p i d l y t h a n a g r i c u l t u r a l p r o d u c t i o n . A g a i n s t 7 . 8 

p e r c e n t i n c r e a s e i n t h e a g r i c u l t u r a l o u t p u t b e t w e e n 1 9 5 3 -

1 9 6 0 , i n d u s t r i a l o u t p u t h a s r i s e n b y 37 p e r c e n t . F o l l o w i n g 

a d r o p i n 1 9 6 1 , i n d u s t r i a l p r o d u c t i o n h a s s h o w n a t e n d e n c y 

t o i n c r e a s e a l m o s t i n a l l i n d u s t r i a l s u b - s e c t o r s . I m p o r t a n t 

i n c r e a s e s w e r e r e c o r d e d p a r t i c u l a r l y i n p e t r o l e u m p r o d u c t s , 

c h e m i c a l f e r t i l i z e r s , p a p e r c e m e n t i n t h e f i r s t m o n t h s 

o f 1 9 6 2 . 

C h r o m e p r o d u c t i o n w a s 5 - 9 p e r c e n t h i g h e r i n 1 9 6 2 

t h a n i n 1 9 6 1 . B u t b e c a u s e o f e x p o r t d i f f i c u l t i e s s t o c k s o f 

c h r o m e a c c u m u l a t e d a n d p r o d u c t i o n i n t h e f i r s t h a l f o f 1 9 6 3 

s h o w e d a c o n s i d e r a b l e d e c r e a s e c o m p a r e d w i t h t h e e a r l i e r 

y e a r . C o a l p r o d u c t i o n h o y / e v e r h a s r e c o r d e d a s m a l l i n c r e a s e 

w h i l e l i g n i t e s h o w e d a r i s e o f 1 5 . 9 a n d 9 . 6 p e r c e n t i n 

1 9 6 2 a n d 1 9 6 3 . 

T h e p r o d u c t i o n o f i r o n a n d s t e e l a l s o s h o w e d a 

m a r k e d i n c r e a s e i n 1 9 6 3 c o m p a r e d w i t h t h e p r e v i o u s y e a r s . 

C e m e n t o n t h e o t h e r h a n d h a s b e c o m e s u f f i c i e n t t o m e e t 

d o m e s t i c d e m a n d o f t h e c o u n t r y . I t s p r o d u c t i o n r o s e b y 



13.8 p e r c e n t i n 1962 and 10.8 pe r c en t i n 1963. The 

i n c r e a s e i n paper p r o d u c t i o n has a l s o c o n t i n u e d u n t i l the 

F i r s t F i v e - Y e a r P l a n . P e t r o l e u m p r o d u c t s i n 1962 were up 

to s i x t imes t h e i r 1961 l e v e l due t o the MERSIN r e f i n e r y -

b e g i n n i n g t o produce i n 1962. As can be seen the h i g h e s t 

i n c r e a s e has been i n p e t r o l e u m p r o d u c t s and i t i s b e l i e v e d 

i t w i l l meet domes t i c demand i n subsequent y e a r s . See, 

T a b l e , 1 3 . 

The t e x t i l e i n d u s t r y w h i c h i s a c h a r a c t e r i s t i c o f 

u n d e r d e v e l o p e d c o u n t r i e s i s e s p e c i a l l y p r e v e l a n t i n t he 

p r i v a t e s e c t o r and e n j o y s g r e a t e r development t h a n o t h e r 

b ranches o f i n d u s t r y even be' ing ab le t o ex£>ort . 

The a c t u a l c a p a c i t y o f the c o t t o n m i l l s has reached 

554 m i l l i o n me te r s w h i c h i s e x p e c t e d t o go up t o 645 

m i l l i o n m e t e r s w i t h the c o m p l e t i o n o f new m i l l s . 75 pe r c e n t 

o f the c o t t o n p r o d u c t i o n i s consumed by t h e c o u n t r y w h i l e 

the r e m a i n i n g 25 per c e n t i s e x p o r t e d ^ ^ . The h i g h c o s t 

o f p r o d u c t i o n r e s u l t i n g f r o m h i g h p r i c e s o f a u x i l i a r y m a t e r i a l 

c o a l and e l e c t r i c power means T u r k e y cannot e x p o r t the 

t e x t i l e s p r o d u c t s w i t h o u t a Government s u b v e n t i o n . F o r t h i s 

r e a s o n , a s p e c i a l f u n d was e s t a b l i s h e d a t the Sumerbank 

( S t a t e E . C . E n t e r p r i s e ) by the a l l o c a t i o n o f 9 m i l l i o n T . L i r a s 

f r o m the S t a t e Budget i n o r d e r t o f i l l the gap between the 

c o s t o f p r o d u c t i o n and w o r l d p r i c e s . 

(1) See, Economic R e p o r t 1962, o p . c i t . p . 1 9 . 



T a b l e - 1 2 - I n d u s t r i a l Income a t C o n s t a n t P r i c e s (1961 f a c t o r 
p r i c e s ) 

M i l l i o n T . L i r a s . 

I n d u s t r i a l Income As % o f N . I . 

M . T . L i r a s . 

1950 4051 .3 16.3 
1951 4390 .1 15 .4 
1952 4 7 5 6 . 1 15.3 

1953 5 . 2 3 8 . 0 15 .2 
1954 5486.9 17 .5 
1955 5 . 7 0 6 . 3 17 .2 

1956 6 . 0 7 3 . 3 16 .9 
1957 6 . 5 1 9 . 8 1 7 . 1 
1958 6 . 9 7 6 . 0 17.5 

1959 7 . 3 2 1 . 6 17 .7 
196 0 7 . 3 0 2 . 0 17 .0 

1961 7 . 2 2 0 . 4 1 7 . 1 

Sou rce : T a b l e 2b , i n t h i s s t u d y , and F i v e - Y e a r P l a n . p . 1 4 . 
(a) C o n s t r u c t i o n i s n o t i n c l u d e d . 
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3 7 . 

To promote i n d u s t r i a l deve lopment i n the absence o f 

an a c t i v e e n t r e p r e n e u r i a l c l a s s and p r i v a t e c a p i t a l , the 

s t a t e s t epped i n t o the f i e l d o f p r o d u c t i o n as l o n g as 30 

yea r s ago . I m p a t i e n c e w i t h the s low pace o f economic d e v e l o p ­

men t , the impac t o f the W o r l d D e p r e s s i o n , and t h e r e c e p t i v i t y 

o f T u r k i s h O f f i c i a l s t o schemes i n v o l v i n g government c o n t r o l 

i n d u c e d the Government t o embark upon a p o l i c y o f 

i n d u s t r i a l i s a t i o n d i r e c t l y t h r o u g h the e s t a b l i s h m e n t o f S t a t e 

Economic E n t e r p r i s e s . 

Under the F i r s t I n d u s t r i a l i s a t i o n p l a n some 

headways was made d u r i n g the yea r s 1934-1933 i n the 

e s t a b l i s h m e n t s o f such b a s i c i n d u s t r i e s as i r o n and s t e e l , 

t e x t i l e , c e l l u l o s e and p a p e r , c h e m i c a l s and c e r a m i c s . The 

aim o f the p l a n was t o make T u r k e y s e l f - s u f f i c i e n t i n those 

b ranches o f i n d u s t r y . 

E t a t i s m as an economic p o l i c y remained the 

G o v e r n m e n t ' s o f f i c i a l p o l i c y u n t i l 1950 and encouragement 

o f p r i v a t e e n t e r p r i s e and r e t r e a t f r o m e t a t i s m began a f t e r 

1950 w i t h a new p o l i c y . Economic l i b e r a l i s m p l a y e d a 

d e c i s i v e r o l e i n c r e a t i n g an a c t i v e b u s i n e s s communi ty 



38 

and o t h e r m i d d l e c l a s s e l e m e n t s . A c t u a l l y p r i v a t e i n d u s t r y 

grew v e r y r a p i d l y a f t e r 1950 . F o r i n s t a n c e i n 1950 t h e r e 

were 2515 p r i v a t e m a n u f a c t u r i n g e s t a b l i s h m e n t s u s i n g more 

t h a n 10 h o r s e - p o w e r a n d / o r e m p l o y i n g more t h a n 10 w o r k e r s . 

The number o f such e s t a b l i s h m e n t s rose t o 4106 i n 1955 and 

a l s o Workers employed by t hen i n c r e a s e d f r o m 87 .000 t o 

l 4 0 . 0 0 o i 1 ) A l t h o u g h the new Government e v e n t u a l l y resumed 

the p o l i c y o f heavy i n v e s t m e n t s i n the i n d u s t r y and o t h e r 

s e c t o r s , p r i v a t e i n v e s t m e n t was a l s o e n c o u r a g e d . To t h i s 

end i n 1950 the T u r k i s h I n d u s t r i a l Development Bank was 

e s t a b l i s h e d t o p r o v i d e a d d i t i o n a l f u n d s t o p r i v a t e i n d u s t r y . 

The 1950 l i b e r a l economic p o l i c y has been a good 

s t i m u l u s to i n d u s t r i a l a c t i v i t i e s by t r a n s f o r m i n g merchan t s 

who i n c r e a s e d t h e i r p r o f i t s f r o m t r a d i n g i n chrome and 

d r i e d f r u i t s d u r i n g the 1 1 . W o r l d War, i n t o i n d u s t r i a l 

e n t r e p r e n u e r s . 

A f t e r a change i n Government P o l i c y the p o s i t i o n o f 

p u b l i c i n v e s t m e n t s d e c l i n e d be tween 1950 and 1953 b u t 

(1) M o n t h l y B u l l e t i n o f S t a t i s t i c s , C . S . O . N o . 4 2 , 4 3 , A n k a r a . 

(2) See, K i n d l e b e r g e r , C, Economic Development ,McGraw H i l l 
Book C o . 1 9 5 8 . p . 3 6 , and a l s o , A l e x a n d e r A . P . I n d u s t r i a l 
change , V o l . V I I I , 1 9 5 9 , p . 3 5 6 . p r i c e l e v e l rose 4-5 t imes 
between 1938-1948 due t o severe i n f l a t i o n . W a r - t i m e 
c o n d i t i o n s r e s u l t e d i n l a r g e p r o f i t s . 
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i n c r e a s e d a g a i n i n subsequent y e a r s . See, T a b l e 14, F o r e i g n 

exchange sho r t age e x p e r i e n c e d a f t e r 1954 became the m a i n / 

l i m i t i n g f a c t o r t o t h e g r o w t h o f p r i v a t e i n d u s t r y and t o 

o v e r a l l economy. Domes t i c p r i c e s rose v e r y s h a r p l y (3 t imes 

i t s 1950 l e v e l ) and the v a l u e o f money f e l l s u b s t a n t i a l l y . 

T h i s , o f c o u r s e , l e d t o a f u r t h e r d e t e r i o r a t i o n i n t h e 

f o r e i g n exchange r e s e r v e s . By 1955 s e v e r a l i n d u s t r i e s 

dependent upon i m p o r t e d raw m a t e r i a l s and c a p i t a l goods 

( a l s o spare p a r t s ) had been f o r c e d t o s t o p t h e i r o p e r a t i o n . 

The h a r d e s t h i t were w o o l l e n t e x t i l e s , r u b b e r p r o c e s s i n g , 

m e t a l w o r k i n g , c h e m i c a l s and p l a s t i c s . U n d e r these 

c o n d i t i o n s the p r i v a t e i n d u s t r i a l a c t i v i t i e s d ropped s h a r p l y 

w h i l e the p r e f e r e n c e i n i m p o r t s o f raw m a t e r i a l s and 

c a p i t a l goods was g i v e n t o t he s t a t e economic e n t e r p r i s e s . 

T a b l e 14 - D i s t r i b u t i o n o f Gross C a p i t a l F o r m a t i o n by Type 
o f I n v e s t o r s . (As % o f T o t a l - A t c u r r e n t p r i c e s ) 

1950 1952 1954 

P r i v a t e S e c t o r 58 65 60 
P u b l i c E n t e r p r i s e 14 12 . 13 

G e n e r a l Government 28 23 27 

S o u r c e : U n i o n o f Chambers o f Commerce & I n d u s t r y : ; P rob lems 
o f I n d u s t r i a l i s a t i o n and I n v e s t m e n t i n T u r k e y , 

A n k a r a 1957 . 

(1) H a n s o n . A . H . P u b l i c E n t e r p r i s e & Economic D e v e l o p m e n t , 
London , 1959 . 
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A t p r e s e n t T u r k i s h i n d u s t r y has two m a j o r c a t e g o r i e s 

the p r i v a t e and s t a t e s e c t o r s . A l m o s t 40 p e r cen t o f t o t a l 

i n d u s t r i a l o u t p u t i s s u p p l i e d b y the s t a t e Economic E n t e r p r i s e s 

w h i c h a re engaged i n a w i d e range o f m i n i n g and m a n u f a c t u r i n g 

a c t i v i t i e s . ^ ^ The l a s t 15 y e a r s have seen an i m p o r t a n t 

e x p a n s i o n o f the p r o d u c t i v e c a p a c i t y o f the i n d u s t r i a l 

e n t e r p r i s e s , b u t t h i s has been accompanied by c o n s i d e r a b l e 

economic and f i n a n c i a l d i s o r d e r . T h e i r p r o f i t s have been 

v e r y s m a l l i n r e l a t i o n t o t h e i r a s se t s and most o f t h e i r new 

i n v e s t m e n t s (even r e p l a c e m e n t needs) have had t o be f i n a n c e d 

t h r o u g h the G e n e r a l Budge t o r s h o r t - t e r m bank c r e d i t s . 

The t o t a l employed i n d u s t r i a l l y i s 1.180 thousands 

o f w h i c h the h i g h e s t p o r t i o n i s engaged i n m a n u f a c t u r i n g . 

Of the 850 .000 p e o p l e employed i n m a n u f a c t u r i n g 64 p e r c e n t 

(550 .000) wor k i n e s t a b l i s h m e n t s e m p l o y i n g l e s s than 10 

p e r s o n s . 

I n d u s t r y i n c l u d i n g m i n i n g , m a n u f a c t u r i n g and 

c o n s t r u c t i o n employs about 10 p e r c e n t ( 9 . 4 . p . c . ) o f t h e 

t o t a l a c t i v e p o p u l a t i o n . G i v e n 7 .5 - 8 p e r c e n t r i s e i n 

i n d u s t r i a l o u t p u t and 5 p e r cen t r a t e o f g r o w t h o f employment , 

i n d u s t r y i s u n a b l e t o absorb the excess unemployed and 

unde remployed i n the a g r i c u l t u r e . T h e r e f o r e t h e r e i s a 

g r e a t need f o r i n d u s t r i a l e x p a n s i o n e i t h e r by e s t a b l i s h i n g 

(1) F i r s t F i v e - Y e a r P l a n , O p . c i t . pp 6 5 / 6 6 . 
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new i n d u s t r i e s o r by e x p a n d i n g the e x i s t a n t ones . 

A c t i v e P o p u l a t i o n i n I n d u s t r y - 1961 ( I n Thousands) 

Sub S e c t o r s . A c t i v e P o p u l a t i o n , 

M a n u f a c t u r i n g 850 

M i n i n g 70 

C o n s t r u c t i o n 260 

T o t a l 1.180 

S o u r c e : F i r s t F i v e - Y e a r P l a n , o p . c i t . p . 3 9 9 

ELECTRIC POWER. 

I n T u r k e y u n l i k e o t h e r European c o u n t r i e s the re i s 

no n a t i o n - w i d e i n t e r c o n n e c t e d s y s t e m . R e g i o n a l g e n e r a t i n g 

s t a r t e d i n 1948, b u t o n l y some r e g i o n s e n j o y e l e c t r i c a l 

f a c i l i t i e s , such as N o r t h - W e s t and Wes te rn A n a t o l i a , and the 

Gukorov.a r e g i o n . F o r example 73 p e r cen t o f t h e t o t a l 

e l e c t r i c i t y i s consumed by N o r t h - W e s t A n a t o l i a and 3 pe r cen t 

by the Gukurova r e g i o n . A g a i n W e s t e r n A n a t o l i a has a s u r f e i t 

o f energy and power w h i l e E a s t e r n A n a t o l i a s u f f e r s f r o m an 

acu t e s h o r t a g e . About 31 p e r c e n t o f the t o t a l p o p u l a t i o n 

( 8 . 5 m i l l i o n ) uses e l e c t r i c i t y . ^ ^ 

(1) See, p rogram f o r the y e a r 1962, o p . c i t . p . 4 0 . 
Excess ene rgy i n N o r t h West A n a t o l i a i s 443 m i l l i o n Kwh, 
and i n Wes te rn A n a t o l i a 339 W i l l i o n Kwh. The ene rgy 
need o f the Gukurova r e g i o n i s e s t i m a t e d t o be 45 
m i l l i o n Kv/h. i b i d . p . 4 3 . 



A l s o compared w i t h o t h e r c o u n t r i e s , a t p r e s e n t 

T u r k e y has one o f the l o w e s t e l e c t r i c a l ene rgy c o n s u m p t i o n s , 

( abou t 107 Kwh. p e r h e a d ) . The average p e r c a p i t a c o n s u m p t i o n 

o f e l e c t r i c i t y i n Europe i s 1560 Kwh, and i n n e i g h b o u r i n g 

Greece 210 K w h . ^ 

The c o u n t r y ' s e l e c t r i c a l r e q u i r e m e n t s were f o r the 

most p a r t met by thermo e l e c t r i c power g e n e r a t o r s u n t i l 

the r e g i o n a l systems were c o n s t r u c t e d . A c o n s i d e r a b l e use 

o f h y d r o - e l e c t r i c g e n e r a t o r s began i n 1956 w i t h t he 

o p e r a t i o n o f the SEYHAN h y d r o - e l e c t r i c p o w e r , p l a n t . 

T o t a l g e n e r a t i o n has shown a r i s e o f 82 p e r c e n t 

be tween 1955 and 1960 r i s i n g f r o m 1.580 m i l l i o n Kwh t o 

2 .886 m i l l i o n Kwh. T h i s rose t o o v e r 3 m i l l i o n Kwh i n 1961 

and s t i l l h i g h e r i n the f i r s t 6 months o f 1962 and 1963 . 

As can be seen f r o m the T a b l e b e l o w , 61 p e r c e n t 

o f the t o t a l e l e c t r i c ene rgy i n 1960 was used i n i n d u s t r y 

w h i l e 22 p e r c en t i n p r i v a t e and p u b l i c c o n s u m p t i o n and 

the r e s i d u a l i n i n t e r n a l c o n s u m p t i o n , ( i n 1961 ene rgy 

consumed by i n d u s t r y rose t o 7 3 . 5 p e r c e n t ) 

(1) Economic R e p o r t 1962, O p . c i t . p . 2 2 . 
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I t i s e s t i m a t e d by the p l a n n e r s t h a t the t o t a l 

ene rgy and power c a p a c i t y i n 1960 were 4 .367 m i l l i o n Kwh 

and 1260 MW r e s p e c t i v e l y ! * ^ W h i l e the amount o f ene rgy 

and power consumed i n the same y e a r s t o o d at 2 .386 m i l l i o n 

Kwh and 650 MW, one can c o n c l u d e t h a t t h e r e i s an u n u t i l i z e d 

e x c e s s . T h i s excess i s a ccoun ted f o r by a g r e a t l a c k o f 

c o - o r d i n a t i o n and e x t e n s i v e c o n f u s i o n among e l e c t r i c i t y 

g e n e r a t i n g r e g i o n s . 

3- TRANSPORTATI ON. 

The c o n d i t i o n s o f t r a n s p o r t a t i o n i n t h e f i r s t 

y e a r s o f the T u r k i s h R e p u b l i c (1923) were p o o r . The l e n g t h 

o f one-way r a i l s was a p p r o x i m a t e l y 4000Km, and the commerc i a l 

f l e e t was composed o f o l d and r e l a t i v e l y s m a l l s h i p s . The 

p o r t s were n o t s u f f i c i e n t i n number , and the o n l y p o r t s 

e x i s t i n g a t the t i m e were I s t a n b u l and I z m i r . . The h ighway 

n e t w o r k s were n o t a p p r o p r i a t e f o r v o l u m i n o u s t r a f f i c and the 

d i f f i c u l t y o f c a r r y i n g b u l k y goods f r o m p r o d u c t i o n areas 

t o m a r k e t s l e d t o v e r y h i g h t r a n s x ^ o r t a t i o n c o s t s . 

Yet t h i s .unfavourable s i t u a t i o n was remedied 

a f t e r 1948 due t o v e r y h i g h i n v e s t m e n t e x p e n d i t u r e s i n 

t h i s s e c t o r . I t s share i n the n a t i o n a l income a l s o i n c r e a s e d 

f r o m 4 . 6 pe r c e n t i n 1948 t o 7 . 9 i n 1960. ( s ee , T a b l e 7 . ) . 

(1) Program f o r the Y e a r . 1962 . O p . c i t . p . 4 1 . 
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I n o t h e r words income d e r i v e d f r o m t h i s s e c t o r showed a 

r i s e o f 204 pe r c en t i n the same p e r i o d . T h e i n d i c e s f o r 

v a r i o u s s e c t o r s a l s o i n d i c a t e t h a t t r a n s p o r t a t i o n has 

i n c r e a s e d much f a s t e r t h a n a g r i c u l t u r e and i n d u s t r y . 

T a b l e - 1 6 - I n d i c e s o f the N a t i o n a l Income by S e c t o r s (1948=100) 

1953 1956 1960 

A g r i c u l t u r e 136 .5 129 .9 157 .2 
Indus t r y 141.5 164 .2 197 .4 

T r a n s p o r t a t i o n and 
C ommun i c a t i ons 171 .4 235 .9 327 .6 
N a t i o n a l Income 143.7 149 .4 190 .6 

S o u r c e : C i l l o v . H , o p . c i t . p . 3 4 2 . 

Of the 189.766 a c t i v e p o p u l a t i o n i n t r a n s p o r t a t i o n 

and c o m m u n i c a t i o n s , 109.038 are engaged i n h i g h w a y s , 33 .259 

i n r a i l w a y s , 26 .555 i n sea, l a k e s and r i v e r , and the r e s t 
(2) 

i n c o m m u n i c a t i o n s , a i r w a y s and o t h e r t r a n s p o r t a t i o n . 

Land t r a n s p o r t i s i n the hands o f s m a l l p r i v a t e 

e n t e r p r i s e s , r a i l w a y s and a i r w a y s are a l l s t a t e e n t e r p r i s e s . 

M a r i t i m e t r a n s p o r t however i s h a n d l e d by b o t h s t a t e and 

p r i v a t e e n t e r p r i s e . 

(1) From 9 7 1 . 1 m i l l i o n T . L i r a s i n 1948 t o 2 . 9 5 4 . 8 m i l l i o n 
l i r a s i n 1960 . 

(2) These are 1955 f i g u r e s . lie d i d n o t have any r e c e n t d a t a 
on a c t i v e p o p u l a t i o n i n t h i s s e c t o r . 
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The h i g h e s t g r o w t h has been r e c o r d e d i n l a n d 

t r a n s p o r t . The share o f l a n d t r a n s p o r t i n the t o t a l i n 1950 

was 46 p e r c e n t f o r passengers and 17 p e r c e n t f o r f r e i g h t , 

w h i l e these shares rose t o 67 and 37 p e r c e n t r e s p e c t i v e l y . ^ 

T u r k e y i n 1960, had a h ighway n e t w o r k o f 62 ,000 

km i n the f o r m o f s t a t e h ighways and p r o v i n c i a l r o a d s . Over 

the l a s t 10 y e a r s i t has i n c r e a s e d by 25 p e r c e n t , b u t t h i s 

g r o w t h has been g r e a t e r between 1951-55 t h a n 1 9 5 6 - 6 0 . (An 

i n c r e a s e o f 5 .760 km i n the f o r m e r and 4 .756 i n the l a t t e r 
(2) 

p e r i o d ) O n l y about 4 2 , 0 3 9 km are a l l w e a t h e r roads 
w h i c h means t h a t 67 p e r c en t o f o u r h ighways can be used i n 

(2) 

u n f a v o u r a b l e w e a t h e r . The r e s t o f the h ighways (31.4%) 

w h i c h are paved and g raded roads w i t h o r w i t h o u t b r i d g e s 

are no t s u i t a b l e f o r heavy t r a f f i c . The e f f e c t o f t h i s i s 

t h a t the areas o f p r o d u c t i o n and c o n s u m p t i o n have d i f f i c u l t 

c o n t a c t w i t h each o t h e r w h i c h r e s u l t s i n l a r g e p r i c e 

d i f f e r e n c e s . 

Average h ighways p e r 1000 km. square and the 

pe r c a p i t a h ighways f o r v a r i o u s c o u n t r i e s are g i v e n i n the 

t a b l e b e l o w . As can be seen, i n T u r k e y , average h ighways 

p e r 1000 km. square and h ighways p e r c a p i t a a re 75 km. and 
(3) 

2 ,07 km r e s p e c t i v e l y . A c o m p a r i s o n o f t h i s s o r t shows 
(1) F i r s t F i v e - Y e a r p l a n , O p . c i t . p . 3 4 4 . 
(2) C i l l o v . H . O p . c i t . p . 3 4 3 . 
(3) A c c o r d i n g t o 1960 d a t a . 
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j u s t how inadequa t e the deve lopment has been w i t h r e l a t i o n 

t o g e n e r a l s o c i a l and economic c o n d i t i o n s . 

W h i l e the m a i n n e t w o r k i s adequate to meet needs 

i n the coming yea r s t h i s does n o t a p p l y t o secondary r o a d s , 

( v i l l a g e roads ) 

T a b l e 17 - Highways pe r 1000 km. Square and Per C a p i t a . 
( i n km) 

Per 1000 km s q . - Pe r C a p i t a . 

T u r k e y 75 2 ,07 
W.Germany 1436 6 ,74 

Eng l and 1344 6 , 1 1 
B e l g i u m 3048 10,22 

Hungary 312 2 ,92 

Source : C i l l o v . H , O p . c i t . p . 3 4 0 . 

The l e n g t h o f r a i l w a y s o p e r a t i n g i n 1961 was 

7882 km, b u t because o f h i g h tonnage t r u c k s , o v e r l o a d i n g , 

and i n c r e a s i n g c o m p e t i t i o n f r o m the h ighways t r a n s p o r t o f 

f r e i g h t and passangers p r e v i o u s l y h a n d l e d by r a i l have s h i f t e d 

t o r o a d t r a n s p o r t w i t h i t s c o m p a r a t i v e l y b e t t e r p r i c e s , 

speed and l e s s f o r m a l i t i e s . 

L e n g t h o f R a i l w a y s (km) 

1956 1960 1961 

M a i n R a i l s 7 .804 7 .895 7 .882 

Secondary R a i l s 154 154 154 

Source : C i l l o v . H . O p . c i t . 
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The r a i l w a y n e t w o r k compared w i t h those o f o t h e r 

c o u n t r i e s seem t o be i n an u n s a t i s f a c t o r y p o s i t i o n . i . e . 
(2) 

r a i l w a y s p e r 1000 km square and 10.000 p o p u l a t i o n are 

1.0 km and 2 .8 km r e s p e c t i v e l y . However t a k i n g i n t o 

account a c t u a l l y u t i l i z e d r a i l w a y c a p a c i t y w h i c h i s 

e s t i m a t e d t o be 20^per c e n t o f the t o t a l , one may r i g h t l y 

c o n c l u d e t h a t r a i l w a y n e t w o r k s i n t h e i r p r e s e n t s t a t e are 

s u f f i c i e n t t o meet the c o u n t r y ' s t r a n s p o r t a t i o n needs . 

Yet i t cannot be s a i d t h a t r a i l w a y s are e s t a b l i s h e d on sound 

economic bases t o c r e a t e e x t e r n a l economies f o r f u r t h e r 

d e v e l o p m e n t . 

B e a r i n g i n mind the 7216 km l e n g t h o f the c o a s t s 

o f T u r k e y , the i m p o r t a n c e o f s h i p p i n g i s v e r y o b v i o u s . The 

p r i v a t e s e c t o r p l a y s an i m p o r t a n t r o l e i n s h i p p i n g and owns 

about 65 pe r c e n t o f T u r k e y ' s commerc ia l f l e e t . The s t a t e 

c o m m e r c i a l f l e e t a re r u n by the MARITIME BANK w h i c h i s a l s o 

a Commerc ia l B a n k . 

The l a r g e s t p a r t o f the s h i p p i n g i s i n the 

f o r m o f i n t e r n a t i o n a l t r a n s p o r t a t i o n . I n 1960 i t ( i n c l u d i n g 

p r i v a t e l y owned v e s s e l s ) amounted t o 9410 b i l l i o n t o n - k m 

o f w h i c h o n l y 310 b i l l i o n ton-km was i n c o a s t a l 
(3) 

t r a n s p o r t a t i o n . However t h e r e has been a d e c l i n e i n sea 

(1) The a c t u a l c a p a c i t y i n 1960 was o n l y 15 b i l l i o n g ross 
ton -km a g a i n s t the t o t a l c a p a c i t y o f 73 b i l l i o n g r o s s 
t o n - k m . See Program f o r the Y e a r . 1 9 6 2 . O p . c i t . p . 7 7 

(2) These f i g u r e s a re 46 ; 23 i n U . S . A . 130; 6 , 4 i n U . K , 
7 2 ; 4 , 6 i n I t a l y and 13: 3 ,5 i n G r e e c e , See D a r k o t . B , 
Economic Geography o f T u r k e y , I s t a n b u l 1 9 5 8 , p . 1 7 1 

(3) Program f o r -the Year 1962, O p . c i t . p . 7 9 



4 9 . 

t r a n s p o r t a t i o n i n r e c e n t y e a r s . ( b o t h i n f o r e i g n and d o m e s t i c 

l i n e s ) I n the l a s t 5 yea r s the p e r c e n t a g e o f T u r k e y ' s 

f o r e i g n t r a d e volume t r a n s p o r t e d by T u r k i s h s h i p s f e l l f r o m 

40 p e r c e n t t o 30 pe r c e n t , ' ^ ' 

V / h i l e t h e r e a re sound reasons to expand c o m m e r c i a l 

f l e e t s o p e r a t i n g i n i n t e r n a t i o n a l l i n e s , the same t h i n g 

canno t be s a i d f o r c o a s t a l l i n e s w h i c h are o p e r a t i n g w i t h 

g r e a t l o s s e s due t o t h e i r unused c a p a c i t y . On the w h o l e , 
(2) 

o n l y 30 pe r c e n t o f the t o t a l c a p a c i t y o f sea t r a n s p o r t a t i o n 

i s u t i l i s e d and t h i s excess l a r g e l y stems f r o m c o a s t a l l i n e s 

w h i c h are no t p r o p e r l y o r g a n i s e d and are composed of o l d 

s h i p s w h i c h are b e l o w s t a n d a r d . The u t i l i t y o f c a p a c i t y i s 

c l o s e l y r e l a t e d t o the f a c i l i t i e s f o r q u i c k and s a f e l o a d i n g 

and u n l o a d i n g i n p o r t s and q u a y s , and many o f the p o r t s 

l a c k modern m a c h i n e r y and equipment t o ensure t h i s . A l s o 

h a r b o u r s and p o r t s a re n o t c l o s e l y l i n k e d w i t h t h e i r 

h i n t e r l a n d s and t h e r e f o r e t h e y are o p e r a t i n g w i t h excess 

c a p a c i t y . They are r u n by v a r i o u s d i f f e r e n t o r g a n i s a t i o n s 

w h i c h a l s o makes management i n e f f i c i e n t . F o r i n s t a n c e I s t a n b u l 

|>ort i s r u n b o t h by the M a r i t i m e Bank and the Haydarpasa 

R a i l w a y s w h i c h r e s u l t i n a l o t o f mismanagement. 

(1) I b i d . p . 79 

(2) Economic R.eport 1962. O p . c i t . p . 2 2 . 



50. 

4 - COMMERCE. 

T h i s s e c t o r i n c l u d e s b o t h w h o l e s a l e and r e t a i l 

t r a d e . V / i t h i t s share i n t h e N a t i o n a l Income as 10 p e r c e n t , 

commerce p l a y s a f u n d a m e n t a l r o l e i n t h e w h o l e economy. 

T u r k e y ' s f o r e i g n t r a d e i s i m p o r t a n t f r o m t h e 

p o i n t o f v i e w o f b a l a n c e o f p a y m e n t s d i f f i c u l t i e s w h i c h 

have h i n d e r e d t h e c o u n t r y f o r n e a r l y two d e c a d e s . I t s 

f o r e i g n t r a d e c o n s t i t u t e s a v e r y s m a l l p o r t i o n o f t h e t o t a l 

V / o r l d and E u r o p e a n t r a d e . I n 1960 o u r s h a r e i n t h e t o t a l 

w o r l d e x p o r t s and i m p o r t s was 0.3 and 0.4 p e r c e n t r e s p e c t i v e l y ! 

O v e r t h e la.st 15 y e a r s d e s p i t e a r a p i d i n c r e a s e i n t h e 

Y/orld t r a d e , t h e v o l u m e o f T u r k e y ' s e x p o r t s and i m p o r t s 

have shown a v e r y s m a l l i n c r e a s e . 

P e r c a p i t a e x p o r t s and i m p o r t s as $12 and # 1 8 , 

i t i s n e e d l e s s t o say t h a t t h e s e f i g u r e s a r e v e r y l o w 

compared w i t h o t h e r E u r o p e a n C o u n t r i e s . 

( 1 ) See, C i l l o v . H . O p . c i t . 



T a b l e 18 - P e r C a p i t a E x p o r t s and I m p o r t s o f V a r i o u s C o u n t r i e s 
I n ($) 

P e r C a p i t a P e r C a p i t a 
E x p o r t s. I m p o r t s . 

T u r k e y 12 18 
W.Germany 214 190 
I t a l y 76 96 
F r a n c e 150 138 
G r e e c e 24 83 

S o u r c e : C i l l o v . H. O p . c i t . p & OECD G e n e r a l S t a t i s t i c s , P a r i s 1961 

T h i s l o w l e v e l p e r c a p i t a e x p o r t s and i m p o r t s 

h o w e v er c a n n o t o n l y be a t t r i b u t e d t o s l o w r a t e o f g r o w t h 

o f f o r e i g n t r a d e b u t a l s o t o t h e r a t e o f p o p u l a t i o n g r o w t h . 

P e r c a p i t a f o r e i g n t r a d e b y i t s e l f may n o t be t h e r i g h t 

m e a s u r e . f o r t h e c o u n t r y ' s f o r e i g n t r a d e p o s i t i o n . T h e r e f o r e 

t h e r e l a t i o n s h i p b e t w e e n f o r e i g n t r a d e and n a t i o n a l income 

must be s o u g h t as w e l l . A c c o r d i n g t o 1960 d a t a t h e s h a r e 

o f e x p o r t s and i m p o r t s i n t h e n a t i o n a l income was 4.92 and 

7.18 p e r c e n t r e s p e c t i v e l y . See T a b l e 19. E x p o r t s w h i c h 

was 7 p e r c e n t o f t h e n a t i o n a l income i n 1950 d r o p p e d t o 

5 p e r c e n t i n 1960. A c t u a l l y t h e r a t e o f g r o w t h o f e x p o r t s 

was l e s s t h a n t h e g r o w t h o f n a t i o n a l i n c o m e . T h i s may be 

due t o dependence on f o r e i g n m a r k e t s as w e l l as on w e a t h e r 

c o n d i t i o n s w h i c h has l a r g e e f f e c t s o n t h e p r o d u c t i o n o f 

e x p o r t a b l e g o o d s . 
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I m p o r t s on t h e o t h e r h a n d , r o s e t o 10 & 11 

p e r c e n t i n 1953-1954 r e s p e c t i v e l y due t o a v e r y l i b e r a l 

c o u r s e a d o p t e d a t t h e t i m e , b u t i n J.960 i t d r o p p e d t o 7 

p e r c e n t w h i c h was a c c o u n t e d f o r b y i m p o r t r e s t r i c t i o n s 

d u r i n g t h e p e r i o d 1 9 5 3 - 1 9 6 1 . On 4 t h A u g u s t 1958 a 

s t a b i l i s a t i o n programme was a d o p t e d t o d e a l w i t h t h e 

b o t t l e n e c k s i n b o t h d o m e s t i c and f o r e i g n t r a d e . T u r k e y ' s 

l a r g e t r a d e d e f i c i t and t h e i n c r e a s i n g d i s p a r i t y b e t w e e n 

d o m e s t i c and f o r e i g n p r i c e s l e d t h e Government t o i n t e n s i f y 

r e s t r i c t i o n on i m p o r t s and t o s t i m u l a t e e x p o r t s t h r o u g h 

m o d i f i c a t i o n s o f t h e e x i s t i n g m u l t i p l e e x c h a n g e r a t e s y s t e m , 

p remiums and s u r c h a r g e s , and t h r o u g h s t r i c t e r c o n t r o l on 

p r i c e s o f i m p o r t e d g o o d s . 

T a b l e 19- The R a t i o o f E x p o r t s and I m p o r t s t o t h e G r o s s 
N a t i o n a l Income ( a t c o n s t a n t p r i c e s - as p e r c e n t a g e s ) 

E x p o r t s a s % I m p o r t s as % D i f f e r e n c e 
o f t h e N . I . o f t h e N . I . 

1948 5.47 7.65 - 2.18 
1950 7.09 7.69 - 0.60 
1953 7.67 10.31 - 2.64 
1954 7.13 10.19 - 2.06 
1955 6.20 9.85 - 3.65 
1956 5.65 7.55 - 1.90 
1957 6.02 6.92 - 0.90 
1958 4.10 5.22 - 1.12 
1959 5.64 7.50 - 1.86 
1960 4.92 7.18 - 2.26 

S o u r c e : P r o f .B . '. Us t u n e l , I h r a c a t i m i z i , A r t t i r a b i lmek i g i n 
M i l l e t t e r A r a s i a n t l a s m a l a r d a n F a y d a l a n m a i m k a n l a r i , I h r a c a t i 
A r t h i r m a S e m i n e r i , A n k a r a , 1 9 6 1 , p . 4 3 . 
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I n T u r k e y e x p o r t s and i m p o r t s as p e r c e n t a g e o f 

g r o s s n a t i o n a l income a r e r a t h e r l o w c o m p a r e d w i t h o t h e r 

c o u n t r i e s . However t h e l e v e l o f f o r e i g n t r a d e i s 

p a r t i c u l a r l y a f f e c t e d b y w e a t h e r c o n d i t i o n s and f o r e i g n 

e l a s t i c i t y o f demand f o r o u r e x p o r t s goods on t h e e x p o r t 

s i d e and e x t e r n a l c r e d i t p o s s i b i l i t i e s on t h e i m p o r t s i d e . 

T a b l e 20 - E x p o r t s and I m p o r t s as p e r c e n t a g e o f G r o s s N a t i o n a l 
Income i n v a r i o u s C o u n t r i e s . - 1960. 

C o u n t r i e s . I m p o r t s asfo 
o f N a t i o n a l Income 

E x p o r t s as % 
o f N a t i o n a l Income 

V/ * G e rmany 19 21 
A u s t r i a 29 25 
Denmark 36 30 
H o l l a n d 56 43 
G r e e c e 22 9 
T u r k e y 7.18 4.92 

S o u r c e : P r o f . B. frstunel, A u r u p a M u s t e r e k P a z a r i n i n T u r k 
E k o n o m i s i ttzerindeki M u h t e m e l T e p k i l e r i , T u r k i y e 
O d a l a r i B i r l i g i N e s r i y a t i , A n k a r a , 1962, p.28 

I m p o r t s i n r e c e n t y e a r s have c o n s i s t e d o f 

e q u i p m e n t goods ( i n c l u d i n g s p a r e p a r t s ) and raw m a t e r i a l s . 

Each c a t e g o r y r e p r e s e n t e d 44 p e r c e n t o f t o t a l i m p o r t s i n 

1960-1962, w h i l e c o n sumer goods r e p r e s e n t e d 12 p e r c e n t o f 

i m p o r t s . T h e r e l a t i o n o f i m p o r t s e i t h e r t o n a t i o n a l 

( 1 ) E c o n o m ic s u r v e y s b y t h e OECO. T u r k e y , May 1963, P a r i s , p . 1 1 . 
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p r o d u c t o r i n v e s t m e n t has v a r i e d s u b s t a n t i a l l y d u r i n g t h e 

l a s t d e c a d e . O v e r t h e p e r i o d as a w h o l e m a r g i n a l p r o p e n s i t y 

t o i m p o r t has b e e n v e r y h i g h ^ c a l c u l a t e d t o be 1 . 4 5 . ^ 

T h i s r a t e i n d i c a t e s t h a t i m p o r t s have r i s e n p a r i p a s s u w i t h 

t h e n a t i o n a l i n c o m e . 

E x p o r t s on t h e o t h e r hand have shown a l m o s t no 

g r o w t h o v e r t h e l a s t decade and i t i s c l e a r t h a t t h i s 

phenomenon l i e s a t t h e h e a r t o f t h e b a l a n c e o f p ayments 

p r o b l e m . O v e r 70 p e r c e n t o f e x p o r t s c o n s i s t o f a g r i c u l t u r a l 

c o m m o d i t i e s such as t o b a c c o , f r u i t s and v e g a t a b l e s and so 

o n . The r e s t i n c l u d e s i n d u s t r i a l and m i n i n g p r o d u c t s . 

W h i l e i n t e r n a t i o n a l demand f o r t h e f o r m e r a g r i c u l t u r a l 

p r o d u c t s i s i n c r e a s i n g v e r y s l o w l y and i s v e r y i n e l a s t i c 

i n r e s p o n s e t o p r i c e , p r i c e s o f t h e l a t t e r have d e v e l o p e d 

u n f a v o u r a b l y s i n c e 1952. The b r e a k d o w n o f o u r e x p o r t s b y 

p r o d u c i n g s e c t o r s i s shown i n T a b l e 2 6 . 

( 1 ) The m a r g i n a l p r o p e n s i t y t o i m p o r t i n t h e p e r i o d 1950-
1961 i s f o u n d t o be 1.46. 
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T a b l e 21 - B r e a k d o w n o f E x p o r t s b y P r o d u c i n g S e c t o r s . 

- 1960 1961 1962 
M i l l . S5 % M i l l . $ % M i l l .$ % 

A g r i c u l t u r a l p r o d u c t s . 237.9 74 .2 274.1 79 .1 296.1 77.7 
a) C e r e a l s , p u l s e s and 

o t h e r goods c r o p s 14.5 4 .5 14.7 4 .3 6.6 1.7 
b) F r u i t s & V e g a t a b l e s 78.6 24 .5 73.3 21 .1 91.3 ' 24.1 
c) I n d u s t r i a l c r o p s and 

f o r e s t r y p r o d u c t s . 119.0 37 .1 150.5 43 .4 163.5 42.9 
d) L i v e s t o c k , h u n t i n g & 

f i s h e r y p r o d u c t s 25.8 8 .1 35.6 10 .3 34.2 9.0 
M i n i n g & Q u a r r y i n g p r o d . 19.7 6 .2 18.6 5 .3 16.5 4.3 
I n d u s t r i a l p r o d u c t s . 6 3 . 1 19 •6 54.0 15 .6 68.6 18.0 

TOTAL 320.7 100.0 346.7 100.0 381.2 100.0 

S o u r c e : SPO. D e v e l o p m e n t p l a n , F i r s t F i v e - Y e a r 1963-67, 
1964 A n n u a l p r o g r a m , Dec. 1963, A n k a r a , p . 2 2 8 . 

I n a d d i t i o n t o t r a d e d e f i c i t T u r k e y i s s u f f e r i n g 

f r o m t h e d e f i c i t i n i n v i s i b l e i t e m s due t o h e a v y i n t e r e s t 

p a y m e n t s f o r f o r e i g n d e b t s . The n e t d e f i c i t o f i n v i s i b l e 

i t e m s i n c l u d i n g i n t e r e s t p a y m e n t s , was n e a r l y 50-60 m i l l i o n 

d o l l a r s ^ \ w h i l e t h e o u t s t a n d i n g d e b t p a y a b l e i n f o r e i g n 
( 2 ) 

c u r r e n c i e s i n 1961 s t o o d a t $ 950 m i l l i o n w h i c h makes 

T u r k e y ' s b a l a n c e o f p a y m e n t s t r e m e n d o u s l y d i f f i c u l t . 

( 1 ) SPO. D e v e l o p m e n t p l a n , 1964, A n n u a l p r o g r a m , o p . c i t . p . 2 2 9 

( 2 ) See, OECD, T u r k e y , o p . c i t . p . l l . 



5 - OTHER SECTORS. 

As can be seen f r o m T a b l e 8, s h a r e o f t h e b u i l d i n g 

i n d u s t r y i n t h e n a t i o n a l income has r i s e n b y 84 p e r c e n t 

f r o m 3.2 p e r c e n t i n 1948 t o 5.9 p e r c e n t i n 1960. I t s 

s h a r e e v e n e x c e e d e d 6 p e r c e n t a f t e r 1954 b e c a u s e i n f l a t i o n a r y 

c o n d i t i o n s p r e v a i l e d i n t h e economy as a r e s u l t o f d e f i c i t 

f i n a n c i n g . I n f l a t i o n w h i c h c a u s e d l a c k o f c o n f i d e n c e i n 

t h e v a l u e o f money b r o u g h t an u p w a r d t r e n d i n t h e b u i l d i n g 

a c t i v i t i e s , u n t i l 1958. A f t e r 1958 t h e r e was a sudden d r o p 

i n t h e vo l u m e o f c o n s t r u c t i o n o w i n g t o t h e s t a b i l i s a t i o n 

Programme aim e d a t i n c r e a s i n g t h e v a l u e o f money and e n d i n g 

t h e i n f l a t i o n i s t p o l i c y . B u t t h e c o m p a r a t i v e s l o w i n g down 

o f t h e s e a c t i v i t i e s i n 1960 and 1961 may be a t t r i b u t e d t o 

t h e t e n d e n c y t o f a v o u r l i q u i d a s s e t s . T h e d e v e l o p m e n t 

o f t h e b u i l d i n g i n d u s t r y c a n be se e n f r o m i n d i c e s f o r nev/ly 

l i c e n c e d b u i l d i n g s . 

T a b l e 22 - I n d i c e s f o r L i c e n s e d B u i l d i n g s . 

Y e a r s C o n s t r u c t i o n I n d i c e s . 

1956 100.00 
1957 102.84 
1958 118.38 
1959 101.18 
1960 101.90 
1961 103.11 

S o u r c e : E c o n o m i c R e p o r t 1962. Op. c i t . p . 25. 

( 1 ) E conomic R e p o r t 1962, Op. c i t . p , 2 5 . 
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The s h a r e o f d w e l l i n g s i n t h e n a t i o n a l income h a s 

a l m o s t d o u b l e d i n c r e a s i n g f r o m 2.7 i n 1948 t o 4.3 i n 1960. 

A c c o r d i n g t o d a t a o f S t a t e P l a n n i n g O r g a n i s a t i o n i n 1960 

t h e r e were a b o u t 4.5 m i l l i o n d w e l l i n g s i n t h e c o u n t r y o f 

w h i c h 3 m i l l i o n w e r e i n v i l l a g e s and 1.5 m i l l i o n i n t o w n s . 

W i t h t h e 3 p e r c e n t a n n u a l p o p u l a t i o n g r o w t h T u r k e y needs 
(1 ) 

150.000 new b u i l d i n g s e a c h y e a r . 

The p a r t i c i p a t i o n o f o t h e r s e c t o r s ( p u b l i c s e r v i c e s , 

F i n a n c e , s e r v i c e s and p r o f e s s i o n s ) i n t h e n a t i o n a l income 

have n o t shown any s i g n i f i c a n t change o v e r t h e l a s t d e c a d e . 

( 1 ) I b i d . p p . 2 6 / 2 7 . 
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I - INTRODUCTION. 

I n t h i s c h a p t e r we s h a l l s t u d y t h e f i r s t e c o n o m i c 

p l a n n i n g a t t e m p t s o f t h e c o u n t r y , w h i c h s t a r t e d w i t h t h e 

a d o p t i o n o f fetatist e c o n o m i c p o l i c y i n t h e 1 9 3 0 ' s , and w h i c h 

a c c o u n t e d f o r s e v e r a l r e a s o n s . These a t t e m p t s , w h i c h 

aimed a t i n d u s t r i a l i s a t i o n , r e s u l t e d i n t h e F i r s t and 

Second F i v e - Y e a r I n d u s t r i a l i s a t i o n p l a n s w h i c h a r e 

c o n s i d e r e d now, t o have c r e a t e d t h e k e y b a s i c i n d u s t r i e s i n 

t h e c o u n t r y . 

A f t e r t h e f o u n d a t i o n o f the New T u r k i s h R e p u b l i c 

i n 1923, t h e r e was a g r e a t n e c e s s i t y f o r i n d u s t r i a l i s a t i o n 

e f f o r t s t o change t h e s t r u c t u r e o f t h e economy. T u r k e y was 

o f a g r i c u l t u r a l c h a r a c t e r and d i d n o t have any m a n u f a c t u r e d 

goods f o r e x p o r t s e x c e p t c a r p e t s d u r i n g t h e p e r i o d 1 9 2 3 - 2 5 . ^ 

A l m o s t t h e w h o l e m a n u f a c t u r e s goods t h e c o u n t r y needed were 

p r o v i d e d f r o m a b r o a d . Even m a i n consumer goods l i k e s u g a r , 

g r a i n e d w h e a t , t e x t i l e s and p a p e r were i m p o r t e d f r o m 

o u t s i d e . I n 1927, m a n u f a c t u r e s a n d s e m i - m a n u f a c t u r e s 

(187 m i l l i o n l i r a s ) , c o n s t i t u t e d 90 p e r c e n t o f t h e t o t a l 

i m p o r t s o f w h i c h 70 p e r c e n t was o f consumer a n d 30 peir c e n t 
(2) 

o f p r o d u c e r g o o d s . 0 

The s h a r e o f a g r i c u l t u r e i n t h e n a t i o n a l income 

was e x t r e m e l y h i g h w i t h 67 p e r c e n t i n 1927, w h i l e i n d u s t r y ' s 
o 

s h a r e was 10 p e r c e n t , w h i c h f o r c e d t l i e 1 c o u n t r y t o , r e l y 
T̂) o ^ 

a l w a y s on t h e o u t s i d e w o r l d . (See T a b l e 1.) 
See, C i l l o v . H. o p . c i t , p . 2 4 4 . 

( 2 ) I b i d . P.244. 



59. 

T a b l e 1 - S h a r e o f A g r i c u l t u r e , I n d u s t r y and S e r v i c e s i n 
N a t i o n a l I n c o m e . 

1927 1938 1948 

A g r i c u l t u r e 67 48 53 
I n d u s t r y 10 16 14 
S e r v i c e s 23 36 33 
N. Income 100 100 100 

S o u r c e : SPO, F i r s t F i v e - Y e a r D e v e l o p m e n t p l a n , p . 9 . From 
T a b l e 4. 

The f i r s t a t t e m p t a t i n d u s t r i a l i s a t i o n b e g a n when 

t h e g o v e r n m e n t p u t i n t o e f f e c t t h e l a w f o r t h e A s s i s t a n c e 

o f I n d u s t r y i n 1 9 2 7 . ( 1 ) T h i s was f o l l o w e d b y a new t a r i f f 

p o l i c y w h i c h was a i m e d a t p r o t e c t i n g d o m e s t i c i n d u s t r i e s 

a g a i n s t f o r e i g n i n d u s t r i e s . However, t h e e s t a b l i s h e d 

i n d u s t r i e s w e r e c o n f i n e d t o s m a l l s c a l e i n d u s t r i e s 

b e c a u s e o f two m a i n r e a s o n s : F i r s t , income o f t h e p o p u l a t i o n 

and standard of 1 i v i n g w e r e t o o l o w , and c o n s e q u e n t l y 

d o m e s t i c s a v i n g s were l i m i t e d and t h u s t h e r e was n o t 

s u f f i c i e n t c a p i t a l f o r c r e a t i n g b a s i c i n d u s t r i e s . S econd, 

b e c a u s e d o m e s t i c m a r k e t was so s m a l l and n a r r o w t h e s m a l l 

c a p i t a l h o l d e r s p r e f e r r e d t r a d e a c t i v i t i e s t o t h e 

i n v e s t m e n t s i n m o d e r n i n d u s t r i e s w h i c h c o u l d o n l y be 
( 2 ) 

p r o f i t a b l e i n t h e l o n g - r u n . 

( 1 ) See, T e s v i k i S a n a y i Kanunu, No.1053, 1927. T h i s Law was 
a b o l i s h e d i n 1942. T u r k i y e d e S a n a y i S a y i m l a r i , I k t i s a t F. 
Mecmuasi c i l t 3, No. 1-4 p . 1 2 . 

( 2 ) C i l l o v . H. O p . c i t . p . 2 4 5 . 
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The 1930 \ 7 o r l d D e p r e s s i o n made t h i n g s w o r s e when 

p r i c e s o f a g r i c u l t u r a l p r o d u c t s f e l l c o n s i d e r a b l y and 

s e v e r e i m p o r t r e s t r i c t i o n s w e r e imposed due t o an e x t r e m e 

f a l l i n i t s e x p o r t s . T h e r e f o r e T u r k e y was f o r c e d t o 

p r o d u c e i t s own s u g a r , c o t t o n and w o o l m a n u f a c t u r e s and 

o t h e r s w h i c h i t u s e d t o i m p o r t f r o m a b r o a d . 

These f a c t o r s we j u s t b r i e f l y p o i n t e d o u t w i l l be 

d i s c u s s e d b r o a d l y i n t h e s u b s e q u e n t s e c t i o n s o f t h e c h a p t e r . 

I I - THE EMERGENCE OF ETATISxVI AND ITS NATURE. 

When T u r k e y g a i n e d i t s i n d e p e n d e n c e i n 1923, i t 

p o s s e s s e d l a r g e n a t u r a l r e s o u r c e s , b u t i t was l a c k i n g 

d o m e s t i c and f o r e i g n c a p i t a l , s k i l l e d l a b o u r and e n t r e p r e n e u r s . 

The s t a t e was e x t r e m e l y w o r r i e d b y t h e d i s a p p o i n t i n g d e v e l o p ­

ment o f t h e p r i v a t e e n t e r p r i s e i n t h e a r e a s o f i n d u s t r y , 

commerce and s e r v i c e s . A c t u a l l y t h e p r i v a t e s e c t o r was s h o r t 

o f c a p i t a l a nd s k i l l e d e n t r e p r e n e u r s t o embark on b a s i c 

i n d u s t r i a l e s t a b l i s h m e n t s . T h i s d e f i c i e n c y c o m b i n e d w i t h 

t h e h a r m f u l e f f e c t s o f t h e W o r l d D e p r e s s i o n on t h e 

a g r i c u l t u r a l p r o d u c t s w h i c h c o n s t i t u t e d t h e m a i n s o u r c e o f 

income o f t h e c o u n t r y and t h e l a r g e s t s h a r e o f e x p o r t s , 

l e d t h e g o v e r n m e n t t o i n t e r v e n e i n t o t h e economic s p h e r e 

on a l a r g e s c a l e . I n a d d i t i o n t o t h e s e , t h e i n f l u e n c e o f 

t h e S o v i e t U n i o n on t h e i n d u s t r i a l i s a t i o n and economic 

p l a n n i n g was a p p a r e n t w h i c h has c a u s e d a w i d e c o n t r o v e r s y 

u n t i l t o d a y . The e c o n o m i c p o l i c y w h i c h emerged as 

file:///7orld
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E t a t i s m had become t h e p h i l o s o p h y o f t h e Go v e r n m e n t u n t i l 

1950 when i t gave way t o l i b e r a l i s m . 

L e t us now e x a m i n e e a c h o f t h e s e f a c t o r s i n t u r n 

w h i c h c o m p e l l e d t h e c o u n t r y t o f o l l o w an e t a t i s t e c o n o m i c 

p o l i c y i n s t e a d o f a l i b e r a l o n e . 

1 . I n t h e e a r l y y e a r s o f t h e R e p u b l i c g r e a t 

e f f o r t s w e r e made t o e n c o u r a g e p r i v a t e a c t i v i t i e s and 

i m p r o v e t h e s t a n d a r d o f e n t r e p r e n e u r s i n t h e f i e l d o f 

i n d u s t r y and a g r i c u l t u r e . The G o v e r n m e n t i n c e n t i v e s i n 

i n d u s t r y w e r e e n f o r c e d b y a l a w c o n t a i n i n g t h e s e m e a s u r e s . 

( i ) t h e s t a t e o r g a n i s a t i o n s gave p r e f e r e n c e t o home 

i n d u s t r i a l p r o d u c t s and a l s o . p r i c e r e d u c t i o n s i n s u p p l y i n g 

t h e s e i n d u s t r i e s , ( i i ) p r i v a t e e n t e r p r i s e was e x e m p t e d f r o m 

t h e l a n d t a x and d u t i e s on raw m a t e r i a l s , b u i l d i n g m a t e r i a l s 

and m e c h a n i c a l e q u i p m e n t , ( i i i ) p r i v a t e i n d u s t r y r e c e i v e d 

30 p e r c e n t f r e i g h t r e d u c t i o n on t h e r a i l w a y s , and f r e e 

s i t e s f o r e s t a b l i s h i n g i n d u s t r i e s . 

Y e t t h e s e m e a s u r e s w h i c h weie a d o p t e d d i d n o t r e a l i s e 

t h e e x p e c t a t i o n s o f t h e Go v e r n m e n t w h i c h had a n t i c i p a t e d 

a much q u i c k e r tempo o f i n d u s t r i a l i s a t i o n . T h i s p o l i c y 

r e s u l t e d i n a f a i l u r e b e c a u s e p r i v a t e e n t e r p r i s e was 

i n e f f i c i e n t and t o o weak t o b r i n g a b o u t an i n d u s t r i a l g r o w t h . 

( 1 ) The Law f o r t h e A s s i s t a n c e o f I n d u s t r y i n 1927. A l s o , 
see H a n s o n , A.H. O p . c i t . p . 1 1 8 . 
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T h e y w e r e e i t h e r u n w i l l i n g t o u n d e r t a k e b a s i c i n d u s t r i a l 

p r o j e c t s o r i f t h e y w e re w i l l i n g t h e p r o d u c t s w e re n o t t h e 

r i g h t k i n d d e s p i t e t h e e n c o u r a g e m e n t t h e y had r e c e i v e d f r o m 

t h e G o v e r n m e n t . 

2 - The Y/orld D e p r e s s i o n w h i c h o c c u r r e d i n 1929-30 

was v e r y h a r m f u l t o u n d e r d e v e l o p e d , as much as t o a d v a n c e d 

c o u n t r i e s . The m a i n e f f e c t o f t h e d e p r e s s i o n i n T u r k e y was 

t h e f a l l i n p r i c e s o f a g r i c u l t u r a l p r o d u c t s w h i c h b r o u g h t up 

an a g r a r i a n c r i s i s . T h i s had e m p h a s i s e d t h e need f o r an * 

i n d u s t r i a l d e v e l o p m e n t and f o r l e s s dependence on f o r e i g n 

c o u n t r i e s . 

I n 1929 t h e t r a d e d e f i c i t amounted t o 101 m i l l i o n 

l i r a s , w i t h i m p o r t s a t 256 m i l l i o n and e x p o r t s a t 155 

m i l l i o n l i r a s . A s a m e asure t o c o u n t e r a c t t h i s d e f i c i t 

t h e g o v e r n m e n t imposed r e s t r i c t i o n s on i m p o r t s b y q u o t a 

s y s t e m and c o n t r o l l e d t h e f o r e i g n e x c h a n g e . The m a i n 

o b j e c t i v e o f t h e new T a r i f f p o l i c y i n 1929 was d e f i n e d as 

" t h e p r o t e c t i o n o f l o c a l i n d u s t r y " Y f h i l e i t was c l e a r t h a t 

t h e r e was no p o s s i b i l i t y o f e x p a n d i n g e x p o r t s b e c a u s e o f 

t h e l o w ebb i n t h e i n t e r n a t i o n a l c o m m o d i t i e s m a r k e t and 

f a l l i n g p r i c e s , T u r k e y a d o p t e d i m p o r t r e s t r i c t i o n s and 

p r o t e c t i v e b a r r i e r s . 

( 1 ) See, H e r s h l a g . Z.Y. T u r k e y - An Economy i n T r a n s i t i o n , 
The Hague. 1958.p 
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As a r e s u l t t r a d e b a l a n c e was r e s t o r e d and 

d o m e s t i c i n d u s t r y v/as p r o t e c t e d . B u t c o u n t r i e s 

d i s c r i m i n a t e d a g a i n s t b y T u r k e y i n t h e e x p o r t o f some o f 

h e r c o m m o d i t i e s w e r e u n w i l l i n g t o come f o r w a r d w i t h more 

v i t a l c a p i t a l goods w h i c h were l a r g e l y n e c e s s a r y f o r 

i n d u s t r i a l i s a t i o n i n T u r k e y . V, rith t h e l a c k o f a f l e x i b l e 

f o r e i g n t r a d e p o l i c y T u r k e y n o t o n l y p a n i c k e d w i t h t h e 

F i r s t wave o f t h e d e p r e s s i o n and a l s o f a i l e d t o s e i z e t h e 

o p p o r t u n i t y f o r cheap i m p o r t s and c a p i t a l g o o d s , w h i c h w o u l d 

have b e e n v e r y u s e f u l f o r i n d u s t r i a l i s a t i o n e f f o r t s . 

H owever one c a n n o t i g n o r e t h e f a c t t h a t T u r k e y 

h a d n e i t h e r c a p i t a l r e s o u r c e s o r f o r e i g n c r e d i t f a c i l i t i e s 

a v a i l a b l e t o b e n e f i t f r o m t h e W o r l d D e p r e s s i o n . 

The economic and s o c i a l p r o b l e m s w h i c h f o l l o w e d 

t h e d e p r e s s i o n g ave a sound r e a s o n f o r s t a t e i n t e r v e n t i o n 

w h e re p r i v a t e e n t e r p r i s e and c a p i t a l e i t h e r c o u l d n o t o r 

was u n w i l l i n g , t o p l a y i t s p a r t . 

T u r k e y as an e c o n o m i c a l l y p o o r c o u n t r y w i t h 

i n a d e q u a t e c a p i t a l f u n d s was u n a b l e t o i n c r e a s e c a p i t a l 

f o r m a t i o n u n l e s s i t was a t t h e expense o f t h e l e v e l o f 

c o n s u m p t i o n . T h i s was t h e o n l y way open t o T u r k e y , g i v e n 

t h e a bsence o f mod e r n methods f o r p r o v i d i n g f o r e i g n a i d and 

(1) H e r s h l a g . o p . c i t . 
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t e c h n i c a l a s s i s t a n c e f r o m o t h e r a d v a n c e d c o u n t r i e s . T h e r e was 

a f i r m b e l i e f i n t h e c o u n t r y t h a t a p l a n n e d a l l o c a t i o n o f 

r e s o u r c e s t o speed i n d u s t r i a l i s a t i o n c o u l d o n l y b e a c h i e v e d 

b y t h e s t a t e . 

3 - D e s p i t e a d i v e r g e n c e o f o p i n i o n as t o t h e 

e x a c t n a t u r e and e x t e n t o f R u s s i a n i n f l u e n c e on t h e 

d e v e l o p m e n t p o l i c i e s , T u r k e y r e c e i v e d s u b s t a n t i a l e c o n o m i c 

a i d s f r o m R u s s i a f o r e s t a b l i s h i n g b a s i c i n d u s t r i e s . 

F o l l o w i n g a t r e a t y o f f r i e n d s h i p w h i c h was 

s i g n e d w i t h R u s s i a i n 1 9 2 1 , and t h e s u p p l y o f arms t o t h e 

T u r k i s h N a t i o n a l Army d u r i n g t h e War o f I n d e p e n d e n c e , t h e y 

b o t h d r e w c l o s e r t o g e t h e r . T h i s r e l a t i o n was e x t e n d e d t o 

t h e e c o n o m i c f i e l d w h e r e i n 1934 T u r k e y r e c e i v e d an i n t e r e s t 

f r e e l o a n o f $3,000,000 f o r a p e r i o d o f 20 y e a r s . ^ T h i s 

l a r g e amount o f a i d was i n t h e f o r m o f machine r y and 

e q u i p m e n t , l e f t t o t h e c h o i c e o f t h e g o v e r n m e n t . The 

r e p a y m e n t o f t h a t l o a n was t o be p a i d b y e x p o r t s t o S o v i e t 

R u s s i a and i t was a l s o a g r e e d t h a t t h e p r i c e s o f t h e s e 

goods w o u l d be f i x e d f r o m t i m e t o t i m e a c c o r d i n g t o W o r l d 

p r i c e s . 

The S o v i e t l o a n h e l p e d T u r k e y t o e s t a b l i s h a t e x t i l e 

m i l l i n K a y s e r i a n d two a d d i t i o n a l s u g a r f a c t o r i e s . I n 

A p r i l 1935 t h e t r a d e r e l a t i o n s w i t h R u s s i a i n c r e a s e d and 

( 1 ) See, H e r s h l a g . Z.Y. o p . c i t . p . 7 9 . 
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t h i s r e s u l t e d i n the e s t a b l i s h m e n t o f a n o t h e r t e x t i l e m i l l 

p l a n t i n N a z i l l i , w h i c h was a p r o j e c t i n c l u d e d i n t he 

F i r s t F i v e - Y e a r I n d u s t r i a l i s a t i o n p l a n . ^ 

T u r k e y i n a d d i t i o n to these i n f l u e n c e s , f o l l o w e d the 

R u s s i a n p a t t e r n f o r n a t i o n a l i s a t i o n o f the i n d u s t r i a l and 

m i n i n g e s t a b l i s h m e n t s , p a r t i c u l a r l y the ones w h i c h were i n 

the hands o f f o r e i g n e n t e r p r i s e s . Thene were r a i l w a y s , 

c o a l m i n i n g e n t e r p r i s e i n Z o n g u l d a e , e l e c t r i c and w a t e r 
(2) 

s u p p l y and t e l ephone and c o m m u n i c a t i o n s . A t t h a t t ime 

the q u e s t i o n arose why t h e s t a t e s h o u l d n o t take t h e 

c o u n t r y ' s economic r e s o u r c e s i n t o i t s own hands , i n o r d e r 

t o deveTlop them i n accordance w i t h a w e l l - d e f i n e d p l a n as 

i n S o v i e t R u s s i a . Nobody i n the c o u n t r y b e l i e v e d any l o n g e r 

t h a t t h e deve lopment o f i n d u s t r y and the economy as a who le 

w o u l d be a c h i e v e d w i t h o u t d i r e c t government c o n t r o l o f 

n a t i o n a l a s s e t s . 

D i d t h e T u r k i s h Economic system have s i m i l a r i t i e s t o 

the R u s s i a n System? We b e l i e v e T u r k e y d i f f e r e d w i d e l y 

f r o m the R u s s i a n C o l l e c t i v i s t sys tem i n many a s p e c t s : 

a) - V /h i l e T u r k e y remained v e r y l o y a l t o the 

p r i n c i p l e o f p r i v a t e e n t e r p r i s e and o w n e r s h i p , and d i d n o t 

r e s o r t t o e x p r o p r i a t i o n s w i t h o u t compensa t i on by the s t a t e , 

(1) H e r s h l a g . Z - . Y , o p . c i t . I n b o t h i n d u s t r i e s i t was 
b e n e f i t e d l a r g e l y f r o m R u s s i a n p l a n n e r s and t e c h n i c i a n s . 

(2) See, H e r s h l a g . Z . Y . o p . c i t . 



one c o u l d h a r d l y argue t h a t T u r k e y was b r o a d l y imposed by 

the C o l l e c t i v i s t Regime o f S o v i e t R u s s i a where a l l means 

o f p r o d u c t i o n were n a t i o n a l i s e d . (b) There was a s t r i k i n g 

d i f f e r e n c e i n r e s p e c t o f a g r i c u l t u r e t o o . B o t h c o u n t r i e s 

were m a i n l y o f a g r a r i a n c h a r a c t e r and had a backward and 

i g n o r a n t peasant c l a s s . Though t h i s s t r u c t u r e was common t o 

b o t h S o v i e t R u s s i a and T u r k e y they f o l l o w e d c o m p l e t e l y 

d i f f e r e n t ways . R u s s i a a t the b e g i n n i n g u n d e r t o o k i m p r e s s i v e 

l a n d d i s t r i b u t i o n and l a t e r r e s o r t e d t o c o l 1 e c t i v i s a t i o n , 

w h i l e T u r k e y d i d n o t go f u r t h e r t h a n some m i n o r measures 

and l i m i t e d r e f o r m s . c) A l s o T u r k e y ' s s t a t e i n t e r v e n t i o n 

and p l a n n i n g c o v e r e d o n l y t he i n d u s t r i a l p a r t o f the economy, 

e n t e r i n g m e r e l y those f i e l d s where p r i v a t e e n t e r p r i s e had 

f a i l e d , and was u n a b l e t o u n d e r t a k e l a r g e i n d u s t r i a l p r o j e c t s . 

T h e r e f o r e we may c o n c l u d e t h a t d e s p i t e t he 

c o - o p e r a t i o n and f i n a n c i a l and t e c h n i c a l a i d o b t a i n e d f r o m 

R u s s i a d u r i n g the t r a n s i t i o n i n t o e t a t i s m , and w h i l e the 

F i r s t F i v e - Y e a r I n d u s t r i a l i s a t i o n p l a n was c a r r i e d o u t , 

T u r k e y was m e r e l y encouraged t o pu r sue e t a t i s t economic 

p o l i c y by t h e success o f R u s s i a n c e n t r a l p l a n n i n g 

e x p e r i ence . 

What i s t hen the c h a r a c t e r o f T u r k i s h E t a t i s m ? 

The n a t u r e o f e t a t i s t p o l i c y was w e l l e x p l a i n e d by P r e s i d e n t 

K . A t a t u r k on A p r i l 2 0 t h , 1931 as f o l l o w s : " A l t h o u g h 

c o n s i d e r i n g p r i v a t e e n t e r p r i s e as a b a s i c i d e a , i t i s one 

The programme o f the R e p u b l i c a n p e o p l e ' s p a r t y , 1s t 
a r t i c l e . See. N , S e r i n , T u r k e y e n i n S a n a y i l e s m e s i , SBF 
Y a y i n l a r i , N o . 1 6 7 - 1 4 9 A n k a r a 1 9 & 3 . 
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o f o u r ma in p r i n c i p l e s t o i n t e r e s t the s t a t e i n m a t t e r s where 

the g e n e r a l and v i t a l i n t e r e s t o f the n a t i o n are i n q u e s t i o n , 

e s p e c i a l l y i n t h e economic f i e l d , i n o r d e r t o l e a d the 

n a t i o n and c o u n t r y t o p r o s p e r i t y i n as s h o r t a t i m e as p o s s i b l e . 

The scope o f i n t e r v e n t i o n by t h e S t a t e was d e f i n e d 

as p u b l i c w o r k s , e d u c a t i o n and i n s t r u c t i o n , p u b l i c h y g i e n e , 

s o c i a l w o r k and economic i s s u e s i n the sphere o f i n d u s t r y , 

a g r i c u l t u r e and c o m m e r c e . ^ ' The s t a t e a c t i v i t i e s i n the 

economic f i e l d i n c l u d e d m i n e s , f o r e s t s , c a n a l s , r a i l w a y s , 

s h i p p i n g and gas and e l e c t r i c i t y . ^ ^ 

The e t a t i s m i n T u r k e y was q u i t e d i s t i n c t f r o m 

s o c i a l i s m o r c o l l e c t i v i s m . T h i s p o i n t a g a i n was made c l e a r 
(2) 

by d e f i n i n g i t s c h a r a c t e r . " T u r k i s h e t a t i s m i s n o t a 

sys tem w h i c h b o r r o w s ideas t h a t have c o n s t a n t l y been ha rped 

on by s o c i a l i s t t h e o r e t i c i a n s i n t h e 1 9 t h c e n t u r y ; i t i s a 

system p e c u l i a r to T u r k e y w h i c h has e v o l v e d f r o m the 

p r i n c i p l e o f the p r i v a t e a c t i v i t y o f the i n d i v i d u a l , b u t 

p l a c e s on the s t a t e r e s p o n s i b i l i t y f o r t he n a t i o n a l economy 

w i t h c o n s i d e r a t i o n o f the needs o f a g r e a t n a t i o n and a 

l a r g e c o u n t r y , and o f many t h i n g s t h a t have n o t been done 

so f a r . " 

(1) Programme o f t he R e p u b l i c a n p a r t y - T h i r d c o n g r e s s , May, 
1 9 3 1 . 

(2) I k t i s a t V e k a l e t i , Sanay i T e t k i k H e y e t i , 2 . c i Y i l l i k p l a n . 
A n k a r a 1936, p . 3 0 - 3 1 . 
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As can be c o n c l u d e d f r o m b o t h s t a t e m e n t s , the 

a c t i v i t i e s o f p r i v a t e e n t e r p r i s e s were n o t r e j e c t e d and the 

government a t t h a t p e r i o d t r i e d t o g i v e encouragement t o 

ensure t h e i r g r o w t h as w e l l . I t was t h o u g h t t h a t the 

n a t i o n a l i s a t i o n o f key i n d u s t r i e s w o u l d g i v e c o n s i d e r a b l e 

s t i m u l u s t o p r i v a t e i n i t i a t i v e and c a p i t a l . ^ I n the 

p r o p o s a l s f o r the second F i v e - Y e a r p l a n i t was a l s o s t a t e d 

t h a t " , t he p r i n c i p l e s based on e t a t i s m i n the 

economic p o l i c y as implemented by us a r e : to a c t and t o 

a c t i v a t e - P r i v a t e e n t e r p r i s e and c a p i t a l a re i n c l u d e d w i t h i n 
(2) 

the f r amework o f a c t i v a t i o n . " 

Though the government d i d n o t deny t h e grov/ th o f the 

p r i v a t e s e c t o r , where p r o f i t i n c e n t i v e s were p r e f e r r e d to 

g e n e r a l i n t e r e s t s , i t was r a t h e r c a u t i o u s . T h i s was due t o 

the l a s t e x p e r i e n c e i n w h i c h b o t h p r i v a t e and f o r e i g n 

e n t e r p r i s e s c o n c e n t r a t e d on l u c r a t i v e p a r t s o f the economy 

a g a i n s t those f i e l d s w h i c h were most v i t a l t o the o v e r a l l 

(3) 
economic d e v e l o p m e n t . 
I l l - THE INDUSTRIALISATION PRQGRAMM5S. 

As we have seen, the economic p o l i c y o f T u r k e y was 

d i r e c t e d t oward e t a t i s m s i n c e 1930, and i n o r d e r t o g i v e 

momentum t o economic g r o w t h t h e s t a t e aimed a t the 

(1) Pr ime M i n i s t e r I n o n u 1 s speech i n 1933, ( q u o t e d f r o m 
A . H . Hanson , o p . c i t . 

(2) 2 c i 5 y i l l i k b a n a y i P l a n i , 1936, p . 2 2 . 
(3) See, H e r s h l a g . Z i T o p . c i t . 
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c o n s t r u c t i o n o f heavy i d n s t r y , i n c l u d i n g ma in war m a t e r i a l s , 

l a r g e mines ( i r o n and s t e e l and the c o a l i n d u s t r y and a 

l a r g e degree o f i r r i g a t i o n and l a n d r e c l a m a t i o n and a l s o 

e l e c t r i c i t y and w a t e r s u p p l y i n d u s t r i e s . 

The f i r s t and second F i v e - Y e a r I n d u s t r i a l i s a t i o n 

p l a n s were the f i r s t e x p r e s s i o n o f the e t a t i s t economic 

p o l i c y o f the Government f o r e s t a b l i s h i n g key i n d u s t r i e s i n 

consumer goods and m i n i n g and e l e c t r i c i t y . The ma in 

p r i n c i p l e s o f the p l a n n i n g e r a w h i c h began a f t e r 1930, were 

the p r e f e r e n c e f o r i n d u s t r i a l i s a t i o n o v e r o t h e r f i e l d s , and 

the dominant r o l e o f the s t a t e as e n t r e p r e n e u r i n 

e s t a b l i s h i n g m a i n i n d u s t r i e s . B o t h o f t he p l a n s were 

e x e c u t e d and c o n t r o l l e d by the g o v e r n m e n t ' s f i n a n c i a l 

i n s t i t u t i o n s and a g e n c i e s . 

A - THE FIRST FIVE-YEAR INDUSTRIALISATION PLAN - 1934 -1938 . 

The F i r s t F i v e - Y e a r p l a n wh ich was drawn up i n 1933 

was approved by t h e Government i n January 1934, and i t s 

e x e c u t i o n began i n Way 1 9 3 4 . F o r i t s i m p l e m e n t a t i o n 

the Sumerbank, a s t a t e e n t e r p r i s e was c r e a t e d w i t h some 

o t h e r agenc ie s w i t h p l a n n i n g , f i n a n c i n g and m a n a g e r i a l 

f u n c t i o n s . 

A c c o r d i n g t o the F i r s t F i v e - Y e a r I n d u s t r i a l i s a t i o n 

p l a n i t was d e c i d e d t o e s t a b l i s h 20 p l a n t s i n 9 s e p a r a t e 

f i e l d s . ( 2 ) 

(1) See . D r . S e r i n . N . T u r k i y e n i u -Sanayi l e smes i ,SBF Y a y i n l a r i , 
A n k a r a , 1963 . 

(2) T . C . I k t i s a t Y e k a l e t i 3 a n a y i T e t k i k H e y e t i , 2 c i . 5 
Y i l l i k Sahiayi P l a n i , 1936, p . 1 7 - 1 9 . A l s o H e r s h l ag .op .c i t 
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( I ) Chemica l i n d u s t r y : a) A r t i f i c i a l s i l k ( G e m l i k ) , 

b) Semicoke (Zonguldak ) , c) A t t a r o f Rosses ( I s p a r t a ) 

d) S u l p h u r i c a c i d ( I z m i t ) , e) Superphospha tes ( I z m i t ) 

f ) C h l o r i n e and c a u s t i c soda ( I z m i t ) 

( I I ) I r o n i n d u s t r y (Karab t ik ) 

( I I I ) E a r t h e n w a r e i n d u s t r y : a) c e r a m i c s , b) g l a s s 

and b o t t l e s (pas.abahce - I s t a n b u l ) c) cement i n d u s t r y . 

( I V ) paper and c e l l u l o s e ( I z m i t ) 

(V) S u l p h u r i n d u s t r y ( K e s i b o r l u ) 

( V I ) C o t t o n t e x t i l e s i n d u s t r y ( B a k i r k o y , K a y s e r i , 

E r e g l i , N a z i l l i and M a l a t y o f o r y a r n and c o t t o n f a b r i c , 

I g d i r f o r y a r n ) 

( V I I ) Sponge i n d u s t r y (Bodrum) 

( V I I I ) W o r s t e d i n d u s t r y ( M e r i n o s , B r u s a ) 

( I X ) Hemp i n d u s t r y (Kastomonu) 

The sugar i n d u s t r y w h i c h was the most i m p o r t a n t 

i n d u s t r y was n o t i n c l u d e d i n the p l a n , b u t i t c o n t i n u e d t o 

d e v e l o p w i t h o t h e r i n d u s t r i e s . 

As i t can be seen f r o m the programme the s t a t e 

f i r s t , t ended to e s t a b l i s h the b a s i c i n d u s t r i e s the raw 

m a t e r i a l s o f w h i c h were found i n the c o u n t r y i n a g r i c u l t u r e 

as w e l l as i n m i n i n g . I t a l s o ex t ended the deve lopment o f 

the t e x t i l e i n d u s t r y ( w h i c h was the most c h a r a c t e r i s t i c 

i n d u s t r y i n many u n d e r d e v e l o p e d c o u n t r i e s ) i n o r d e r t o meet 

the d o m e s t i c demand, save f o r e i g n exchange and e v e n t u a l l y 



e x p o r t . M o r e o v e r , the government wanted t o d i s p e r s e 

i n d u s t r i a l c e n t r e s f o r s t r a t e g i c as w e l l as s o c i a l and 

economic c o n s i d e r a t i o n s . i . e . b r i n g i n g i n d u s t r y t o t he 

a g r i c u l t u r a l s e c t o r , p r o v i d i n g a l t e r n a t i v e employment f o r 

f a r m e r s and l o c a t i n g p r o d u c t i o n c l o s e t o raw m a t e r i a l s . 

However i n the q u e s t i o n o f l o c a t i o n o f i n d u s t r y 

t h e r e were some d e f e c t s and the most i m p o r t a n t one 

concerned the I r o n and S t e e l Works i n Karab l ik w h i c h i s 

100 Km away f r o m any c o a l source and 650 Km f r o m i r o n o re 

d e p o s i t s i n D i V r i k . One reason f o r such wrong l o c a t i o n 

was the i m p o r t a n c e g i v e n t o s t r a t e g i c - m i l i t a r y c o n s i d e r a t i o n s . 

S e c o n d l y i t v/as t hough t t h a t the I r o n and S t e e l p l a n t 

i n Karab l ik w o u l d o p e r a t e l a r g e l y w i t h i m p o r t e d i r o n , because 

a t t h a t t ime the v a l u e o f i r o n d e p o s i t s a t D i v r i k was 
(2) 

u n d e r e s t i m a t e d o r unknown. T h i s i r r a t i o n a l c h o i c e o f 

l o c a t i o n r e s u l t e d i n h i g h cost Of i r o n and s t e e l p r o d u c t s owing 

t o h i g h t r a n s p o r t a t i o n c o s t s . 

A l s o a s i m i l a r m i s t a k e was made i n the l o c a t i o n 

o f the cement i n d u s t r y because the l o n g - t e r m p r o s p e c t was 

r a t h e r i g n o r e d a t t h a t t i m e . Though the cement i n d u s t r y 

was e s t a b l i s h e d where t h e i r raw m a t e r i a l s were p l e n t i f u l 

and cheap , and sea t r a n s p o r t a t i o n was e a s i l y a v a i l a b l e , 

(1) See, The programme o f the p e o p l e ' s R e p u b l i c a n P a r t y . 1 9 3 5 . 

(2) See, SERIN, N , o p . c i t . p . 1 7 4 



( I s t a n b u l Reg ion) i n l a t e r p e r i o d s i t was f o u n d ; t h a t t h e i r 

l o c a t i o n had been i r r a t i o n a l due t o a s w i t c h o f the consump­

t i o n a r e a f r o m I s t a n b u l and the Marmara r e g i o n s t o A n a t o l i a . 

F o l l o w i n g t he w a r o f Independence and the Y/o r ld D e p r e s s i o n 

i n 1930 t h e c o n s t r u c t i o n a c t i v i t i e s i n A n k a r a and the 

A n a t o l i a r e g i o n had r i s e n enormous ly and as a r e s u l t the 

cement i n d u s t r y i n I s t a n b u l became i s o l a t e d f r o m the 

c o n s u m p t i o n c e n t r e s . 

D e s p i t e these l o c a t i o n d e f e c t s w h i c h were due t o 

i nadequa t e r e s e a r c h on t h e demand and s u p p l y s i d e o f the 

economy, the F i r s t F i v e - Y e a r p l a n had been q u i t e s u c c e s s f u l 

i n g i v i n g p a r t i c u l a r emphasis to the p r o d u c t i o n o f consumer 

goods and i n some cases t o p romote t h e p r o d u c t i o n o f c a p i t a l 

goods . A n o t h e r character i s t i c o f the p l a n i s t h a t i t 

m o s t l y i n c l u d e d the i n d u s t r i a l p r o j e c t s w h i c h the c o u n t r y 

was a b l e t o f i n a n c e i t s e l f . 

1 - INVESTMENTS AND THE IMPLEMENTATI CM OF THE FIRST PLAN. 

The f i n a n c i n g o f the F i r s t F i v e - Y e a r p l a n was 

l a r g e l y met by t a x a t i o n , domes t i c b o r r o w i n g and the c r e d i t 

o f the s t a t e b a n k s . A l s o i n 1934 T u r k e y r e c e i v e d a R u s s i a n 

l o a n w o r t h $ 8 . 0 0 0 . 0 0 0 d o l l a r s and i n 1938 an E n g l i s h l o a n 
(2) 

o f £ 1 3 . 0 0 0 . 0 0 0 . I n the p l a n p e r i o d s t a t e i n v e s t m e n t s 
(1) See, K o k l u , A , Gimento S a n a y i i m i a d e Gon G e 1 i s m e l e r , S B F 

D e r g i s i , H a z i r a n 1954, p . 2 5 . 
(2) See, H e r s h l a g Z . Y , O p . c i t . The a i d f r o m R u s s i a was spent on 

t e x t i l e p l a n t s , w h i l e the E n g l i s h l o a n was d e v o t e d t o 
Karabuk I r o n and S t e e l I n d u s t r y . 



reached the l e v e l o f 135 m i l l i o n l i r a s . 7 A l s o 10 p e r c en t 

o f the budge t each y e a r was d e v o t e d t o i n d u s t r i a l i n v e s t m e n t . 

However we have no adquate d a t a on how these 

f i n a n c i a l r e s o u r c e s were d i s t r i b u t e d among s e c t o r s and 

s u b - s e c t o r s , and i n each p l a n n e d y e a r . What we have i n hand 

i s the i n v e s t m e n t i n m a n u f a c t u r i n g i n d u s t r y ( i n c l u d i n g 

m a c h i n e s , equipment and b u i l d i n g s ) d u r i n g t h e p e r i o d 1932-

1941 w h i c h p r e s e n t s some i d e a about the t r e n d r e c o r d e d i n 

the i n d u s t r y . T a b l e , 2 . 

T a b l e 2 - I n v e s t m e n t s i n M a n u f a c t u r i n g I n d u s t r y , 1932-1941 
( M i l l i o n T u r k i s h L i r a s ) 

Ye a rs Machine and 
Equipment B u i l d i n g s T o t a l . 

1932 55 .9 6 1 . 7 117.6 
1933 6 3 . 3 4 6 . 9 110.2 
1934 6 7 . 7 50 .8 118.5 
1935 7 0 . 1 56 .7 126.8 

1936 75 .7 4 3 . 8 124.5 
1937 8 2 . 1 5 2 . 1 134.2 
1938 8 9 . 7 5 9 . 1 148.8 

1939 103 .5 6 4 . 0 167.5 

1940 130 .4 8 3 . 2 113.6 
1941 124.0 89 .3 213 .3 

S o u r c e : T o k i n , I . H . I k t i s a d i ve I c t i m a i T u r k i y e , R a k k a m l a r l a 
T u r k i y e d e S a h a y i , IGM, A n k a r a 1 9 4 6 . p . 4 9 - 50 . And D r . N . 
S e r i n , o p . c i t . 

(1) See, D r . C i l l o v . H . o p . c i t . p . 1 3 3 . 



74. 

As can be seen from Table 2, t o t a l investments i n 

manufactur ing i n d u s t r i e s i n c r e a s e d by 35 per cent from 110.2 

m i l l i o n L i r a s i n 1933 to 148.8 m i l l i o n J i r a s i n 1938, which 

was l a r g e l y due to the i n c r e a s e i n investments i n machinery 

and equipment. Investments i n machinery and equipment i n 

the same p e r i o d rose by 41 per cent which amounts to 8 

per cent per annum. 

S i m i l a r l y the energy-power consumption of l a r g e 

and medium i n d u s t r i e s rose by 80 per cent between 1934 and 

1938, which i s a r a t h e r h igh ra te which might be c o n s i d e r e d 

a c l u e f o r i n d u s t r i a l growth. The power p e r worker and per 

p l a n t i n c r e a s e d from 1.9 horse-power i n 1934 to 2 .4 horse 

power i n 1938, wh i l e the l a t t e r i n c r e a s e d from 104.2 h o r s e ­

power i n 1934 to 223.1 horse-power i n 1938 which means more 

than a doubl ing of c a p a c i t y . S e e , T a b l e , 3 . 

The l a r g e i n c r e a s e i n power consumption per 

p l a n t between 1934 and 1939 was due to l a r g e i n d u s t r i a l 

e n t e r p r i s e s undertaken by the s t a t e 

(1) D r . N . S e r i n . o p . c i t . 
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T a b l e 3 - Power Consumpt ion ( Horse Power) 

Years T o t a l Power 
Consump t i on 

Power p e r 
(HP) Worker 

Power pe r 
P l a n t 

1927 (a) 163.548 2 .2 58 .0 
1932 102.670 1.8 70 .0 

1934 136.578 1.9 104 .2 

1938 246.082 2 . 4 2 2 3 . 1 

1939 291.946 2 .6 255 .2 

1950 423 .052 2 . 6 161.5 

Sou rce : T o k i n , I . H . o p . c i t . IGM, A y l i k : I s t a t i s t i k B u l t e n i 

(a) I t i s assumed t h a t t o t a l ene rgy i n 1927 was 
used by l a r g e and medium i n d u s t r i e s . 

A t t he end o f the p l a n p e r i o d , a l m o s t a l l o f the 

i n d u s t r i e s had been c o m p l e t e d w i t h the e x c e p t i o n o f 

s u l p h u r i c a c i d ( I z m i t ) and C l o r i u m f a c t o r y (Karabuk ) ^ * ^ 

Some o t h e r complementary i n d u s t r i e s w h i c h were n o t i n c l u d e d 

i n the p l a n were a l s o e s t a b l i s h e d i n o r d e r t o p r o v i d e 

secondary raw m a t e r i a l s f o r the ma in i n d u s t r i e s . They a l s o 

began t o r u n a t the same t ime w i t h the b a s i c i n d u s t r i e s . 

I I - INDUSTRIAL PRODUCTION. 

P r o d u c t i o n i n i n d u s t r y had r e c o r d e d a s u b s t a n t i a l 

i n c r e a s e d u r i n g the p l a n p e r i o d as compared t o e a r l i e r y e a r s . 

As i t i s p r e s e n t e d i n T a b l e 4 , t o t a l sugar p r o d u c t i o n i n 1928 

was a round 4 ,300 t o n due t o two sugar p l a n t s e s t a b l i s h e d 

(1) T o k i n , I . H . o p . c i t . p . 4 , A n d , H e r s h l a g , Z - Y . o p . c i t . 



i n 1926, b u t p r o d u c t i o n l a t e r rose t o 42 .500 t o n i n 1938. 

Cement p r o d u c t i o n a l s o had i n c r e a s e d f r o m 104.000 t o n i n 

1928 t o 288 .000 t o n i n 1938 w h i c h r e p r e s e n t s a r i s e o f more 

t h a n d o u b l e . I n 1938 the number o f cement e n t e r p r i s e s 

rose t o 4 and p r o d u c t i o n c a p a c i t y amounted t o 315.000 tons 

w h i c h met 98 p e r c e n t o f t he domes t i c d e m a n d . T h e 

paper i n d u s t r y had d e v e l o p e d c o n s i d e r a b l y and i t s p r o d u c t i o n 

amounted to 9.100 t o n i n 1938 compared w i t h 1.000 t o n a t 

the b e g i n n i n g o f the p l a n . The c o t t o n y a r n i n d u s t r y 

w h i c h was one o f the most i m p o r t a n t p r o j e c t s o f the 

i n d u s t r i a l i s a t i o n p l a n showed a n o t i c e a b l e p r o g r e s s r i s i n g 

by 100 pe r c e n t be tween 1933 and 1938. (9 .100 t o n i n 1933 

and 19.700 t o n i n 1 9 3 8 ) . Coke p r o d u c t i o n grew 4 t imes 

be tween 1928 and 1939. There was a l s o a h i g h r i s e i n the 

p r o d u c t i o n o f t o b a c c o , c o t t o n and w o o l c l o t h p r o d u c t s , 

t oward the end o f the p l a n p e r i o d . 

The c o m p l e t i o n and o p e n i n g o f the Karabuk I r o n 

and S t e e l I n d u s t r y i n 1939 c r e a t e d a l a r g e base f o r heavy 

i n d u s t r y i n t he economy. 

(2) 

I n d u s t r i a l p r o d u c t i o n i n d e x c a l c u l a t e d f o r the 

p e r i o d 1931-1939 i n d i c a t e s t h a t p r o d u c t i o n rose f r o m 38 to 

100 (on the base o f 1939=100) w h i c h amounts t o 163 p e r c e n t 
(1) See, Ozeken A . A . , T u r k i y e d e Gimento S a n a y i i , I U I F . 

Y a y i n l a r i , I s t a n b u l , 1942, p . 6 0 - 6 1 . 
(2) Vedat E ldem, W i l l i G e l i r , I k t i s a t F a k u l t e s i Iviec. c i l t i x , 

s ay i 1 - 2 , p . 94 . 



r i s e o v e r e i g h t y e a r s . From these f i g u r e s one m i g h t 

c o n c l u d e t h a t on average i n d u s t r y had grown by 20 p e r c e n t 

p e r annum i n the same p e r i o d . 

T a b l e 4 - INDUSTRIAL PRODUCTION 1923-1938-1946 
( I n Thousand Tons ) 

1928 1933 1946 

Sugar 4 . 3 D - ' 42.5.. . • C I ; 96.6 
O l i v e O i l 36 .0 c 34 .0 28 .0 
Tobacco - 13.7 (a) 2 .8 (b) 
C i g a r e t t e s - - 14 .9 (b) 
C o t t o n Y a r n 9 . 1 (d) 19 .7 31 .7 
C o t t o n C l o t h ( M i l 1 i o n ) 

(me t res ) e 3 6 . 4 8 6 . 7 

Wool y a r n - 4 .7 6 .6 
W o l l e n c l o t h (mi 11 i o n ) 

(met res ) f - 1.9 8.3 (g) 

Raw paper 1.0 (h) 8 .0 6 .0 

paper 1.0 9 . 1 15 .4 

Cement 104. ( i ) 288 324 
G l a s s - b o t t l e - 5.0 1 0 . 4 
Crude P e t r o l - - 0.5 
Crude I r o n - 31.3 (k) 7 7 . 9 
S t e e l - 37 .4 (k ) 79 .2 

S h e e t - I r o n and p i p e s - 3 .2 (k ) 13.6 
Coke 23 .0 9 6 . 9 (1) 324 .0 

Source : IGM, A y l i k I s t a t i s t i k B u i t e n l e r i ; OECD, I n d u s t r i a l 
p r o d u c t i o n 1900-1959, p a r i s 1 9 6 1 , BBYKP,T.C. Merkez 
B a n k a s i B u l t e n i , N i s a n 1937 ( q u o t e d f r o m D r . S e r i n , N . 
T u r k i y e n i u Sanay i l e s m e s i . o p . c i t . p . 1 9 0 a) (a) tobacco 
& c i g a r e t t e s b) 1948, c) 1932, d) 1933, e) 1938-1946 
o n l y the s t a t e , f ) 1938 - o n l y the s t a t e , g) 1943. 
h) 1936, i ) 1930 k ) 1940. 1) 1939. 
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B - THE SECOND FIVE-YEAR INDUSTRIALISATION PLAN - 1939-1943 

B e f o r e the p e r i o d o f the F i r s t p l a n was o v e r , the 

government i n 1936 p r e p a r e d the second F i v e - Y e a r p l a n i n 

o r d e r to e s t a b l i s h o v e r 100 p l a n t s , p a r t i c u l a r l y i n the 

f i e l d o f m i n i n g and c h e m i c a l i n d u s t r i e s . ^ ^ 

A c c o r d i n g t o the second F i v e - Y e a r I n d u s t r i a l i s a t i o n 

p l a n i t was d e c i d e d t o e s t a b l i s h p l a n t s i n the f o l l o w i n g 

f i e l d s : (1) M i n i n g ( g e n e r a l ) (2) c o a l m i n i n g , (3) R e g i o n a l 

e l e c t r i c i t y p l a n t s , (4) home f u e l s i n d u s t r y and t r a d e , 

(5) e a r t h e n w a r e i n d u s t r y , (6) Food s t u f f s i n d u s t r y . 

(7) c h e m i c a l i n d u s t r y . (8) e n g i n e e r i n g i n d u s t r y . (9) M a r i n e 

t r a n s p o r t . 

As i n t he F i r s t p l a n , accoun t had been t a k e n o f 

i n d u s t r y w h i c h was c o m p a t i b l e w i t h t he economic s t r u c t u r e 

and c o n d i t i o n s . I t c a l l e d f o r d o m e s t i c raw m a t e r i a l s and 

l a r g e c a p i t a l and new t e c h n i q u e s . 

I t was e x p e c t e d t h a t l o c a l m i n e r a l s w h i c h were. 

i n low demand i n the domes t i c m a r k e t , w o u l d be e x p o r t e d 

on b e t t e r terms t h a n i n the pas t i n a raw o r s e m i - f i n i s h e d 
(2) 

s t a t e . There was a p r o j e c t i n the e n g i n e e r i n g i n d u s t r y 

f o r p r o c e s s i n g t he s e m i - f i n i s h e d p r o d u c t s o f the Karabuk 

I r o n and s t e e l p l a n t w h i c h was c o m p l e t e d at the end o f the 
(1) 2 c i . 5 Y i l l i k Sanay i p l a n i , 1936, p . X L X , p . 2 1 - 2 2 , A n d , 

H e r s h l a g Z - Y . o p . c i t . 
(2) D r . S e r i n N . and H e r s h l a g . 
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end o f the F i r s t p l a n . 

The p l a n n e r s l a i d g r e a t s t r e s s on t he deve lopment 

o f f u e l and power i n d u s t r i e s , and f o r t h i s r eason some 

e s s e n t i a l measures were t o be t a k e n t o i n c r e a s e and n a t i o n a l i s e 

c o a l p r o d u c t i o n . I n o r d e r to meet the needs o f e l e c t r i c i t y -

e n e r g y , t w o - e l e c t r i c power - s t a t i o n s were t o be e s t a b l i s h e d . 

The e l e c t r i c e n e r g y w o u l d be s u p p l i e d t o the new i n d u s t r i e s 

w h i c h were t o be set up i n the l a r g e c i t i e s i n the West 

o f T u r k e y and t o home c o n s u m p t i o n as w e l l . 

An e r e c t i o n o f an e l e c t r i c power s t a t i o n near 

Z o n g o u l d a k was a l s o i n c l u d e d i n the p l a n . ^ ^ 

I n d u s t r i a l i s a t i o n o f E a s t e r n T u r k e y was a l s o 

t a k e n i n t o accoun t by e s t a b l i s h i n g a y a r n f a c t o r y i n 

Evzurum, and a cement f a c t o r y i n S i v a s , two sugar p l a n t s 

and a l s o a meat p a c k i n g i n d u s t r y . An a g r i c u l t u r a l 

equipment p l a n t o f Ankara, was a l s o p r o j e c t e d . The deve lopment 

o f the Z o n g u l d a k - Karabuk a r e a by the improvement o f 

the r a i l w a y n e t w o r k s , t r a n s p o r t a t i o n , and c o n s t r u c t i o n o f a 
(2) 

modern p o r t was a l s o u r g e d . 

o f the second F i v e - Y e a r p l a n were e s t i m a t e d t o be round 

111 .345 .000 m i l l i o n l i r a s w h i c h were more t h a n the i n v e s t m e n t s 

(1) See, H e r s h l a g Z - Y O p . c i t . p . 108 
(2) The t a r g e t s o f the Second F i v e - Y e a r p l a n were d e c l a r e d by 

the Government i n S e p t . 1 9 3 8 . I b i d . 
(3) D r . S e r i n , N , O p . c i t . p . 1 4 2 . 

The t o t a l i n v e s t m e n t d i r e c t e d t o the i m p l e m e n t a t i o n 

o f the F i r s t - p l a n . 
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A f t e r 1941 t h e r e was n o t any s a t i s f a c t o r y d a t a on 

i n v e s t m e n t o r p r o d u c t i o n due t o w i t h d r a w n s t a t i s t i c a l 

o p e r a t i o n . H o w e v e r , f i x e d i n v e s t m e n t o f t he S t a t e 
U) 

Economic E n t e r p r i s e s w h i c h were e s t i m a t e d f o r t h a t p e r i o d 

m i g h t p r e s e n t some knowledge o f the i n v e s t m e n t a c t i v i t i e s . 

The changes w h i c h o c c u r r e d i n t he f i x e d c a p i t a l 

i n v e s t m e n t o f the S t a t e Economic E n t e r p r i s e s were as b e l o w : 

Y e a r s . M i l l i o n T . L i r a s . 

1940 161 .5 
1941 172.6 
1942 136.6 
1943 239 .2 
1944 298 .7 
1945 328 .7 

SourceL E l d e ^ . V . T u r k i y e d e Sanay i l e sme H a z e k e t i , I F M , Ekim 
1946, Temmuz 1947 .p .53 ( q u o t e d f r o m D r . S e r i n -
T u r k i y e n i n Sanay i tesmes i ) 

A p p a r e n t l y t he i n v e s t m e n t s w h i c h w e r e m a i n l y made 

t h r o u g h S . E . E . showed a r i s e o f 43 p e r c e n t be tween 1940 

and 1943, w h i c h was m o s t l y due t o the c o n d i t i o n s c r e a t e d 

by war economy o f t h a t p e r i o d . 

(1) D r . S e r i n . N . Q p . c i t . P . 1 4 2 . 

(2) E l d e m , V . O p . c i t . p . 5 3 . 
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I n the Second Five-Year p e r i o d , no new i n v e s t m e n t s 

took p l a c e i n the p r o d u c t i v e f i e l d s , and even the e x e c u t i o n 

o f the p l a n almost l a p s e d because o f the p r e s s i n g need f o r 

the p r o d u c t i o n of war m a t e r i a l s . The Government 

c o n c e n t r a t e d m e r e l y on the s t r e n g t h e n i n g o f i t s m i l i t a r y -

p o s i t i o n . 

I I W orld 'War was a g r e a t f i n a n c i a l burden on the 

economy where almost 1 m i l l i o n people were under m i l i t a r y 

s e r v i c e . T h e r e f o r e the Government's needs f o r f i n a n c i a l 

r e s ources rose tremendously. The f i r s t measure adopted was 

t o i n c r e a s e the r a t e s of i n d i r e c t taxes ( n a t i o n a l defence t a x ) 

and to i n t r o d u c e unusual taxes l i k e the Wealth ( V a r l i k 

V e r g i s i ) t a x . Secondly the T r e a s u r y was b o r r o w i n g from the 

p u b l i c t h r o u g h s h o r t - t e r m t r e a s u r y bonds ( s a v i n g s b o n d s ) . 

W i t h the d i f f i c u l t i e s i n r e p a y i n g these bonds the d e b t of 

the government t o the C e n t r a l Bank i n c r e a s e d and the volume 

of money i n c i r c u l a t i o n r e c o r d e d an enormous r i s e by 

i n c r e a s i n g from 280 m i l l i o n l i r a s i n 1938 t o 900 m i l l i o n 

i n 1 9 4 6 . ( 1 ) 

The money c r e a t e d a g a i n s t these s h o r t - t e r m t r e a s u r y 

bonds was spent on m i l i t a r y r e q u i r e m e n t s and t h i s c l e a r l y 

r e s u l t e d i n a c o n t i n u o u s f a l l i n the v a l u e of money. For 

i n s t a n c e , the w h o l e s a l e p r i c e i n d e x , g i v e n 1938=100, rose 

t o 280 i n 1942 and 457 i n 1943. I n f l a t i o n , w hich stemmed 

(1) P r o f . C i l l o v . H. o p . c i t . p.133. 



from the War Economy a l s o caused a b i g f a l l i n the f o r e i g n 

v a l u e o f money w h i l e the v a l u e of the $ which was equal to 

126 Kurus i n 1938, rose t o 131 Kurus i n 1943 and t o 193 

Kurus i n 1 9 4 5 . ( 1 ) 

As a r e s u l t o f such a p o l i c y i m p o r t s i n 1941 f e l l 
( 

m a r k e d l y from 150 m i l l i o n 1 i r a s i n 1933 t o 75 m i l l i o n l i r a s . 

There was a l s o a severe shortage o f consumption goods and 

r a t i o n i n g o f such goods had t o be i n t r o d u c e d . 

A g a i n s t a h i g h r a t e of growth i n the i n d u s t r y d u r i n g 

the F i r s t P l a n , i n d u s t r i a l p r o d u c t i o n dropped c o m p a r a t i v e l y , 

i n t h e p e r i o d of 1939-45 owing t o t h e Second World War. 

The i n d u s t r i a l p r o d u c t i o n index on the base of 1938=100, 

rose from 136 i n 1940 t o 138 i n 1945. 

We have no complete d a t a on i n d u s t r i a l p r o d u c t i o n 

c o n f i n e d o n l y t o the second F i v e - Y e a r p l a n (1939-43), b u t 

the f i g u r e s o f some i n d u s t r i a l p r o d u c t s f o r the p e r i o d 1938 • 

1945 m i g h t be u s e f u l f o r t h a t purpose. 

D e s p i t e t h e f a c t t h a t the i m p l e m e n t a t i o n of the 

second p l a n c o i n c i d e d w i t h the I I - W o r l d War, i n d u s t r y had 

rec o r d e d h i g h g r o w t h i n the p r o d u c t i o n o f some i n d u s t r i a l 

goods. For example, sugar, c o t t o n and wool y a r n , c l o t h , 

cement, s t e e l and s h e e t - i r o n , p i p e s and coke p r o d u c t i o n had 

(1) C i l l o v . H . o p . c i t . 
(2) C i l l o v . H. o p . c i t . p.133. 
(3) See, K o n j o u k t u r e D e r g i s i , No.10.-12, Ankara 1954.p.38. 
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i n c r e a s e d c o n s i d e r a b l y . (See, Table 4.) 

The Second Five-Year p l a n aimed m a i n l y at the 

development of producer goods, w h i l e the F i r s t p l a n was 

b a s i c a l l y concerned w i t h the consumer goods i n d u s t r i e s . 

M i n i n g , e l e c t r i c i t y , machinery and equipment c o n s t i t u t e d 

i t s f o c a l p o i n t s . I n o r d e r t o a c c e l e r a t e t h e g r o w t h of Mines, 

a Law was passed i n 1935 g i v i n g the Government t h e r i g h t t o 

n a t i o n a l i s e a l l mines i n a d e q u a t e l y r u n by t h e i r owners o r 

those leased f o r a p e r i o d of one y e a r . ^ ' I n December 

1937, a Three-Year Development Programme f o r Mines was 

p r e p a r e d , which was c o - o r d i n a t e d w i t h the Second Five-Year 
T (2) p 1 an. 

The Second F i v e - Y e a r p l a n d i f f e r e d from the F i r s t 

i n r e s p e c t of i t s scope, and the i n v e s t m e n t e x p e n d i t u r e s . 

A c t u a l l y the former one showed a l a r g e degree of c o - o r d i n a t i o n 

between v a r i o u s f i e l d s , and embraced the domestic market 

as w e l l as the e x p o r t and i m p o r t s e c t o r s . Investment 

e x p e n d i t u r e s on the o t h e r hand exceeded the f i g u r e o f the 

F i r s t p l a n because i t covered a wide range of i n d u s t r i e s 

i n c l u d i n g m i n i n g , e l e c t r i c i t y and cement p r o d u c t i o n . 

(1) See, H e r s h l a g , Z-Y. (Near East and I n d i a 1935) 

(2) Dr. N . S e r i n , o p . c i t . P.118. 
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Y/hile the t a r g e t s of the F i r s t I n d u s t r i a l i s a t i o n p l a n were 

m o s t l y r e a l i s e d , the second Five-Year p l a n was i n t e r r u p t e d 

by the I I - Y / o r l d Yfar, and the economy c o n c e n t r a t e d more on 

the p r o d u c t i o n o f War m a t e r i a l s . 

Turkey i n b o t h the F i r s t and Second F i v e - Y e a r p l a n s 

r e l i e d l a r g e l y on f o r e i g n a i d and f o r e i g n e x p e r t s and 

t e c h n i c i a n s . As we saw e a r l i e r Turkey f o r the i m p l e m e n t a t i o n 

of the F i r s t p l a n r e c e i v e d a l a r g e amount of f o r e i g n a i d from 

the S o v i e t U nion p a r t i c u l a r l y i n the f i e l d o f t e x t i l e s . 

But d u r i n g the second p l a n Turkey t u r n e d m o s t l y t o B r i t i s h 

loans and e x p e r t s i n the e x e c u t i o n o f s e v e r a l s u b s t a n t i a l 

p r o j e c t s , though Russia's r o l e was c o n s i d e r a b l e i n the 

• e l e c t r i f i c a t i o n of the c o u n t r y . ^ ' 

A f t e r the I I - W o r l d War ( i n 1947) Turkey p r e p a r e d a 

t h i r d p l a n "Economic Development P l a n " whose main t a r g e t 

was t o speed up i n d u s t r i a l i s a t i o n r e t a r d e d because of the 

l a s t war and a l s o t o i n c r e a s e the p r o d u c t i v i t y and the 
(2) 

q u a l i t y o f the i n d u s t r i a l p r o d u c t s concerned. But the 

i m p l e m e n t a t i o n o f t h i s p l a n f o r one t h i n g o r a n o t h e r n e v e r 

took p l a c e . 

(1) See, H e r s h l a g . Z-Y. O p . c i t . 

(2) Dr. S e r i n , , O p . c i t . 



IV - THE PLANNING ORGANISATIONS: A- THE stklERBANK. 

For the p r e p a r a t i o n and e x e c u t i o n o f the p l a n s t he 

Sumerbank, a p u b l i c e n t e r p r i s e was e s t a b l i s h e d i n 1933; i t 

a l s o i n c l u d e d a f i n a n c i n g f u n c t i o n . I t s r e s p o n s i b i l i t i e s 

were o u t l i n e d when s e t up by Law: ̂  ̂  ̂  t o prepa r e p r o j e c t s 

f o r new p l a n t s , and t o . e s t a b l i s h and r u n them; t o r u n the 

e n t e r p r i s e s t r a n s f e r r e d t o i t by the O f f i c e o f S t a t e 

I n d u s t r y ; t o support f i n a n c i a l l y those i n d u s t r i a l e s t a b l i s h ­

ments whose c r e a t i o n or. enlargement would appear t o be 

b e n e f i c i a l t o the n a t i o n a l economy; and f i n a l l y t o g i v e 

c r e d i t s t o i n d u s t r i e s and t o p e r f o r m g e n e r a l b a n k i n g f u n c t i o n s . 

The Sumerbank was not o n l y a p l a n n i n g agency f o r i t 

had w i d e r r e s p o n s i b i l i t i e s f o r r u n n i n g the i n d u s t r i a l 

e s t a b l i s h m e n t s and f i n a n c i n g them. The l a s t f u n c t i o n 

d i s t i n g u i s h e s i t from the modern p l a n n i n g body. 

The f i r s t heavy i n d u s t r y r u n by i t was the I r o n and 

S t e e l Y/orks o f Turkey. I t a l s o c o n t r o l l e d the l i g h t 

i n d u s t r i e s such as the t e x t i l e m i l l at Kayseri and v a r i o u s 

o t h e r t e x t i l e p l a n t s . I t s i n t e r e s t s were n o t l i m i t e d o n l y 

to these f i e l d s , b u t a l s o t o o t h e r f i e l d s l i k e h i d e and 

f o o t w e a r , cement, f i r e b r i c k and c e r a m i c s . For t h i s purpose 

(1) Hanson, A.H, O p . c i t . 
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i t s e t up a commercial o r g a n i s a t i o n f o r b u y i n g and s e l l i n g . 

I t s i n i t i a l c a p i t a l was 20 mi 11 i o n ^ ^ 1 i r a s which s u b s e q u e n t l y 

rose t o 200 m i l l i o n l i r a s , and was e n t i r e l y p r o v i d e d by t h e 

S t a t e , ( i t depended on the T r e a s u r y . ) 

B - ROLE OF THE ETIBANK. 

D u r i n g the F i r s t I n d u s t r i a l p l a n ( 1 9 3 5 ) , the E t i b a n k 

was founded w i t h o p e r a t i o n a l r e s p o n s i b i l i t y r a t h e r t h a n 

p l a n n i n g . The E t i b a n k was a u t h o r i s e d w i t h v a r i o u s powers; 

t o e x p l o i t mines, q u a r r i e s and o i l f i e l d s ; t o t r a d e i n 

m i n e r a l s and m i n i n g equipment; t o g e n e r a t e and d i s t r i b u t e 
(2) 

e l e c t r i c i t y and m a n u f a c t u r e and s e l l e l e c t r i c a l equipment. 

I t s c a p i t a l was a l s o p r o v i d e d by the S t a t e , which f i r s t s t o o d 

at 20 m i l l i o n l i r a s and t h e n rose t o 150 m i l l i o n l i r a s by 

1 9 4 6 . ( 2 ) 

I t s e l e c t r i c a l concerns i n c r e a s e d c o n s i d e r a b l y a f t e r 

1936 when the F i r s t Five-Year p l a n was m o d i f i e d t o g i v e 

p r i o r i t y t o the c o n s t r u c t i o n of e l e c t r i c i t y w orks. I n 1938 

i t was a u t h o r i s e d t o c o n s t r u c t a l a r g e c e n t r a l power-house 
(3) 

a t Zonguldak ( G a t a l a g z i ) and Kutahya . The c o a l i n d u s t r y 

i n E r e g l i was a l s o a t t a c h e d t o the E t i b a n k , and o t h e r mines, 

i n c l u d i n g l i g n i t e , chrome o r e , s u l p h u r and copper, were 

a l s o r u n by i t . 
(1) Hanson, A.H. " P u b l i c E n t e r p r i s e & Economic Development" 

London.1959 
(2) I b i d - pp.120-121 (The Law of 2805 i n 1935) 
(3) Hanson.A.A.op.cit. 
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The I n s t i t u t e of M i n i n g and Research, w h i c h was 

e s t a b l i s h e d i n 1935, and which was a t t a c h e d t o the E t i b a n k , 

had the power t o do r e s e a r c h on mines and p e t r o l e u m , and 

o t h e r mines d e p o s i t s and t o p r e p a r e p r o j e c t s on these 

i n d u s t r i e s . 

The Sumerbank and the E t i b a n k as p l a n n i n g , managing 

and f i n a n c i n g agencies have remained the most o u t s t a n d i n g 

p u b l i c e n t e r p r i s e s over a p e r i o d of 25 y e a r s . But t h e i r 

p l a n n i n g and p r o j e c t i o n f u n c t i o n s d i d not cover the whole 

economy, and as we e x p l a i n e d e l s e w h e r e , t h e i r r e s p o n s i b i l i ­

t i e s were l i m i t e d t o consumer goods, m i n i n g and e l e c t r i c 

i n d u s t r i e s . 

V- EVALUATION OF THE FIRST AND SECOND FIVE-YEAR INDUSTRIALIS­
ATION PLANS, 

As we have seen e a r l i e r , the S t a t e by f o l l o w i n g an 

e t a t i s t economic p o l i c y d u r i n g the 1930*s wanted to 

i n d u s t r i a l i s e the c o u n t r y by l a u n c h i n g Five-Year i n d u s t r i a l ­

i s a t i o n p l a n s . Turkey, the f i r s t c o u n t r y among a l l under­

developed c o u n t r i e s who "adopted economic p l a n n i n g , had 

r e c o r d e d a l a r g e i n d u s t r i a l g r o w t h d u r i n g b o t h t h e F i r s t 

and the Second p l a n s . 

But c o u l d we c o n s i d e r these i n d u s t r i a l i s a t i o n p l a n s 

as complete and modern i n an economic sense?. 



Economic p l a n n i n g can be d e s c r i b e d as "a c e n t r a l 

d i r e c t i o n of a l l economic a c t i v i t y a c c o r d i n g t o a s i n g l e 

p l a n , l a y i n g down how the resources o f s o c i e t y s h o u l d be 

c o n s c i o u s l y d i r e c t e d t o serve p a r t i c u l a r g o a l s i n a 

d e f i n i t e way"^^ Besi d e s t h i s v e r y b r o a d d e f i n i t i o n of p l a n n i n g 

i t c o u l d a l s o mean "a d i r e c t i o n of a l l necessary measures 

and resources f o r the r e a l i s a t i o n o f a s p e c i f i c p r o j e c t o r 
(2) 

set o f p r o j e c t s " ( r e l a t i v e l y l i m i t e d p l a n n i n g ) 

( i ) The T u r k i s h F i r s t and Second F i v e - Y e a r plans do 

not f i t i n t o the former t r a d i t i o n a l approach of economic 

p l a n n i n g , where the whole economy and the whole resources 

are s u b j e c t e d t o the p l a n n i n g p r o c e s s . T u r k i s h p l a n s 

were not comprehensive p l a n s embodying the i n t e g r a t e d 

development of a g r i c u l t u r e , i n d u s t r y , energy and o t h e r 

s e c t o r s . I n t e r - s e c t o r a l r e l a t i o n s were n o t e s t a b l i s h e d , 

and the o n l y concern of the government was t o c o n c e n t r a t e 

on the l i g h t and heavy i n d u s t r i e s a t the expense of o t h e r 

f i e l d s , though they were f i n a l l y t o r e c e i v e due a t t e n t i o n . 

T a r g e t s f o r pr|Oduction, i n v e s t m e n t s and f i n a n c i n g were n o t 

s p e c i f i e d a t a l l . The i n d u s t r i a l i s a t i o n p l a n s were 

f o r m u l a t e d w i t h o u t a s y s t e m a t i c assessment o f c o n d i t i o n s , 

comparison of a l t e r n a t i v e s and a f o r e c a s t of f u t u r e 

c o n d i t i o n s , and w i t h o u t c o n s i d e r i n g the impact of the p l a n s 

upon the whole economic a c t i v i t y o f the s t a t e . 

(1) See, Hayek. , The Road t o Serfdom, p.35. 
(2) See, B e t t e l h e i m C, S t u d i e s i n the Theory o f p l a n n i n g , 

A s i a p u b l i s h i n g house, N.York, 1961, p.3. 
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However, one must admit the f a c t t h a t d u r i n g the 

f o r m u l a t i o n of the p l a n s , though they were prepared w i t h 

the h e l p o f f o r e i g n e x p e r t s and p l a n n e r s , t h e r e was no 

p r o p e r s t a t i s t i c a l o f f i c e t o p r e s e n t s u f f i c i e n t and 

c o r r e c t d a t a . Moreover, t h e r e was no assessment of 

demand and s u p p l y c o n d i t i o n s i n the market (market r e s e a r c h ) 

on w h i c h to base the economic p l a n s . A l s o one has t o take 

i n t o account the p l a n n i n g e x p e r i e n c e and knov/ledge w h i c h 

p r e v a i l e d d u r i n g the 1930's. 

( i i ) Second t h e r e was no c o - o r d i n a t i o n between 

d i f f e r e n t p r o j e c t s w h i c h were p r e p a r e d by s e v e r a l 

departments o f the g o v e r n m e n t . ^ ' C o - o r d i n a t i o n and momentum 

i n the p r o d u c t i o n remained u n c e r t a i n . 

( i i i ) These p l a n s c o v e r e d o n l y the investment 

a c t i v i t i e s of the s t a t e e n t e r p r i s e s w h i c h were e s t a b l i s h e d 

t o f o s t e r i n d u s t r i a l g r o w t h . The p r i v a t e e n t e r p r i s e 

remained as a p a r t of the economy, b u t t h e i r a c t i v i t i e s 

were not i n c l u d e d i n the I n d u s t r i a l p l a n s . The a c t i v i t i e s 

o f the S.S.S. e c l i p s e d t h e r o l e of p r i v a t e e n t e r p r i s e . 

A l s o the i n v e s t m e n t s of the p r i v a t e s e c t o r dropped 

c o n s i d e r a b l y , ( e s p e c i a l l y i n v e s t m e n t s of the f o r e i g n 

companies), owing to the S t a t e f a v o u r i t i s m i n the d i s t r i b ­

u t i o n o f i m p o r t l i c e n c e s , raw m a t e r i a l s , f u e l and c r e d i ( 1 ! 

{•1) See, H e r s h l a g , Z-Y.Op.cit. 

(2) Dr. S e r i n , N . o p . c i t . p.172. 
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( i v ) I n o r d e r t o c r e a t e a b e t t e r c o - o r d i n a t i o n and 

a d m i n i s t r a t i o n p l a n n i n g must be p r o j e c t e d by a C e n t r a l 

O r g a n i s a t i o n . The p l a n n i n g p rocess i n a broad sense, 

i n c l u d e s not o n l y , (a) the assessment of c o n d i t i o n s and 

the f o r m u l a t i o n of a l t e r n a t i v e p l a n s , and (b) the s e l e c t i o n 

o f a p a r t i c u l a r p l a n o r j ^ l a n s , b u t a l s o (c) the e x e c u t i o n 

of the p l a n by an a d m i n i s t r a t i v e a p p a r a t u s . ^ ' 

I n Turkey the F i r s t and Second Five-Year 

i n d u s t r i a l i s a t i o n p l a n s were a c o m p o s i t i o n of many l o n g - t e r m 

p r o j e c t s of d i f f e r e n t m i n i s t r i e s , and the r e s p o n s i b i l i t y 

t o f o r m u l a t e them r e s t e d on d i f f e r e n t o r g a n i s a t i o n s , ( i . e . 

The Sumerbank, the E t i b a n k ) . W h i l e the Sumerbank was 

focused on the t e x t i l e , i r o n and s t e e l , cement and ceramics 

i n d u s t r i e s , the E t i b a n k , as a n o t h e r p l a n n i n g and f i n a n c i n g 

agency, p r e p a r e d p r o j e c t s i n the f i e l d o f m i n i n g and 

e l e c t r i c i t y . 

(v) F i n a l l y an economic p l a n , even i f i t i s complete 

i n r e s p e c t of f o r m u l a t i o n , cannot be regarded as a p l a n 

u n l e s s i t i s implemented. T h e r e f o r e the Second F i v e - Y e a r 

p l a n i n p a r t and the T h i r d F i v e - Y e a r p l a n ( T u r k i s h 

Economic Development p l a n ) o f 1947 which remained c o m p l e t e l y 

i n the form of a b l u e p r i n t , can s c a r c e l y be assumed p l a n s 

i n the r e a l sense. 

(1) J o h n . E . E l l i o t t , Economic P l a n n i n g r e c o n s i d e r e d , QJE, 
1953, V o l . 7 2 , p.58. 
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D e s p i t e these shortcomings we have j u s t l i s t e d dbove, 

b o t h t h e F i r s t and the Second Five-Year p l a n had p l a y e d a 

v e r y s i g n i f i c a n t p a r t i n e s t a b l i s h i n g the main i n d u s t r i e s 

w h i c h now c o n s t i t u t e a sound base f o r f u r t h e r i n d u s t r i a l i s a t i o n 

A c t u a l l y , the s t r u c t u r e of the economy had changed 

s u b s t a n t i a l l y , as the share of i n d u s t r y i n the n a t i o n a l 

income rose from 10 per c e n t i n 1927 t o 16 p e r cent i n 1938 

(a 60 p e r c e n t r i s e over 11 y e a r s ) , a g a i n s t a sharp drop 

i n the share of a g r i c u l t u r e from 67 per cent o t 48 p e r cent 
t 

i n the same p e r i o d . ( T a b l e , 1) 

The n a t i o n a l income on the o t h e r hand had shown 

n o t i c e a b l e p r o g r e s s d u r i n g 1939-1943. A c c o r d i n g t o the 

d a t a p r e s e n t e d by Chenery H.Band Brandow C.E,-^^ the 

n a t i o n a l income i n d e x i n c r e a s e d from 72 i n 1929 t o 123 i n 

1948, w h i l e the index p e r c a p i t a from 37 t o 104 at the same 

p e r i o d . 

N a t i o n a l Income (1938 = 100) 

Years N. Income Per C a p i t a . 

1929 72 37 
1935 86 88 
1948 123 104 

(1) Chenery>H.B., Brandow C.E, Cohn E.T. T u r k i s h Investment 
and Economic Development, U.S.A., o p e r a t i o n M i s s i o n t o 
Turkey, Ankara, 1953, p.4. 
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I - A SUE.VEY OF PAST DEVELOPMENTS. 

I n o r d e r t o a p p r e c i a t e the r e a l problems w h i c h 

endangered the economy p r i o r t o the F i r s t F i v e - Y e a r p l a n , 

a b r i e f summary o f the main changes undergone by the 

economy must be c l a r i f i e d . T h e r e f o r e we can, now, t u r n t o 

the developments which o c c u r r e d i n the l a s t decade. 

- I -

A t t h e end of the Second World War, Turkey was 

compelled t o s u s t a i n h er heavy defence e x p e n d i t u r e s because 

of e x t e r n a l p r e s s u r e s w h i c h t h r e a t e n e d the i n t e g r i t y o f h e r 

t e r r i t o r y . No doubt t h i s d elayed the r e t u r n t o peacetime 

c o n d i t i o n s and the t r a n s i t i o n , t o a m u l t i - p a r t y system was 

not c a r r i e d out u n t i l 1946. Such a t r a n s i t i o n c r e a t e d some 

doubts i n people's mind about i t s c o n t i n u i t y and 

a d a p t a b i l i t y , and as a r e s u l t the economy was i n a s t a t e o f 

s t a g n a t i o n . W i t h o u t s t r o n g p o l i t i c a l s t a b i l i t y , i t was r e a l l 

h a r d t o u n d e r t a k e development i n o r d e r t o push the 

economy f o r w a r d . 

I n the e a r l y 1950's a r a p i d e x p a n s i o n took p l a c e 

due t o i n c r e a s i n g f o r e i g n a i d under the name o f the M a r s h a l l 

P l a n . T h i s economic expansion was i n t e n s i f i e d by abundant 

i m p o r t s o f c a p i t a l goods and mechanical equipment. The 

m e c h a n i z a t i o n o f a g r i c u l t u r e caused a c o n s i d e r a b l e e x t e n s i o n 

i n the c u l t i v a t e d l a n d . Turkey became a p o t e n t i a l g r a i n 
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s u p p l i e r on a w o r l d s c a l e w i t h i n the p e r i o d 1950-1953. 

The economy was e x p e r i e n c i n g a b r i s k a c t i v i t y owing t o 

good c r o p years and the f a v o u r a b l e f o r e i g n t r a d e w h i c h 

stemmed from the Korean War. 

I t may be s a i d t h a t the T u r k i s h economy was i n 

e q u i l i b r i u m i n 1950. There was no s i g n of i n f l a t i o n a r y 

p r e s s u r e s i n t h a t y ear and the i m p o r t s u r p l u s was 

r e l a t i v e l y s m a l l as can be seen i n Table 1. But t h i s 

s i t u a t i o n d i d not l a s t l o n g and p r i c e s have s i n c e r i s e n 

by an average of more than 10 p e r cent per y e a r ; and the 

i m p o r t s u r p l u s has i n c r e a s e d ( f r o m 88.0 m i l l i o n $ i n 1951 

t o 184.3 m i l l i o n d o l l a r s i n 1955, see t a b l e 1 ) , exceeding 

f o r e i g n exchange a v a i l a b i l i t i e s . The excess was b a l a n c e d 

by the a c c u m u l a t i o n of commercial d e b t s , t o f o r e i g n s u p p l i e r s . 

The p r i c e s which s t a r t e d t o r i s e i n 1951, l a t e r g a i n e d 

momentum t o approach a h y p e r i n f l a t i o n a f t e r 1954. T h i s 

i n f l a t i o n a r y s i t u a t i o n was due t o (1) a v e r y l a r g e i n c r e a s e 

i n the s u p p l y of money, and ( 2 ) i n s u f f i c i e n t r i s e i n the 

s u p p l y of p r o d u c t i o n a g a i n s t a h i g h e r r i s e i n demand. 

A - A f t e r 1954 t h e r e was a tremendous r i s e i n the 

s u p p l y o f money and the volume of money i n c i r c u l a t i o n . 

(1) Dr. N. S e r i n . T u r k i y e d e I s t i k r a r P o l i t i k a s i , AU SBF 
D e r g i s i , c i l t XIV, A r a l i k 1959, No.4 p 25-26 
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Supply of Money ( M i l l i o n T . L i r a s ) 

1955 1956 1957 1958 

T o t a l s u p p l y 
o f money 4.476 5.613 7.397 8.288 

Source: CEEC, Economic c o n d i t i o n s i n Member and A s s o c i a t e d 
Countries o f the OEEC, Turkey, p a r i s 1958, p.23 (quoted 

from Dr. Serin.N.) 

The r i s e i n the s u p p l y o f money was 25 per cent i n 

1956 and 32 per cent i n 1957. Money i n c i r c u l a t i o n on the 

o t h e r hand i n c r e a s e d from 1.474.116 m i l l i o n l i r a s i n 1954 

to 3.827.166 m i l l i o n i n 1958 . ^ ^ T h i s r a t h e r l a r g e i n c r e a s e 

o f the money i n c i r c u l a t i o n stemmed from two b a s i c causes: 

(1) e x c e e d i n g l y r i s i n g i n v e s t m e n t s over domestic s a v i n g s . 

(2) a h i g h p r i c e p o l i c y f o r a g r i c u l t u r e . 

A f t e r 1950 an e x p a n s i o n i s t economic p o l i c y was 

f o l l o w e d i n the p u b l i c i n v e s t m e n t s . The government i n 

f i n a n c i n g the in v e s t m e n t s o f the SEE, l a r g e l y appealed t o 

the resources o f the C e n t r a l Bank r e s u l t i n g i n a 

s u b s t a n t i a l r i s e i n the volume o f money i n c i r c u l a t i o n . 

A c t u a l l y t h e r e was an excess' i n the p r o p o r t i o n o f 

gross i n v e s t m e n t s t o GNP wh i c h rose from 9.4 p e r cent i n 

1950 t o 14.3 i n 1955, w h i l e GNP a t c o n s t a n t p r i c e s i n c r e a s e d 

by almost 40 p e r cent d u r i n g the same p e r i o d . I f the gross 

(1) June f i g u r e s of each y e a r . 
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i n v e s t m e n t s between 1950-55 are d e f l a t e d by the w h o l e - s a l e 

p r i c e i n d e x , the i n c r e a s e amounts t o 2 .2 t imes as m u c h . ^ ' 

T h e r e f o r e such a r a p i d i n c r e a s e i n the l e v e l o f i n v e s t m e n t s 

(2) 

( w h i c h were i n excess o f d o m e s t i c s a v i n g s , and l a r g e l y -

f i n a n c e d b y the C e n t r a l Bank) c r e a t e d an excess demand o v e r 

s u p p l y o f p r o d u c t i o n w h i c h e n t a i l e d an i n f l a t i o n a r y 

p r e ' s s u r e . 
Gross I n v e s t m e n t s 1950-57 ( a t c u r r e n t p r i c e s ) 

( M i l l i o n T . L . ) 

1950 1951 1952 1953 1954 1955 1956 1957 

Gross 

I n v e s t m e n t s 976 1.252 1.801 2 .099 2 .487 2.960 3 .304 3.75 

As % o f GNP. 9 .4 10 .2 12 .6 12 .5 14 .5 14.3 13 .2 12.0 

Sou rce : OEEC, o p . c i t . p . 1 3 . 

( i ) The s m a l l e r r i s e i n s u p p l y was due t o t he n a t u r e 

o f i n v e s t m e n t s w h i c h were m o s t l y l o n g - t e r m p r o j e c t s ( h y d r o ­

e l e c t r i c power , dams, e t c ) and s o c i a l s e r v i c e s ( i . e . r o a d s , 

h o s p i t a l s . . . ) w h i c h c o u l d n o t add much t o o u t p u t i n the 

s h o r t p e r i o d . 

No doub t t h e r e were a l s o some i n v e s t m e n t s w i t h a s h o r t 

g e s t a t i o n p e r i o d and w o u l d i n c r e a s e o u t p u t a lmos t i m m e d i a t e l y 

( i . e s u g a r , cement p r o j e c t s ) . 

(1) See, A l e x a n d e r A . P . T u r k e y , i n Economic D e v e l o p , t .iepalasis , 
Mears & Ade lman , N . Y o r k , 1 9 6 1 , p . 4 7 5 - 7 6 

(2) The d i f f e r e n c e be tween i n v e s t m e n t s and domes t i c s a v i n g s 
( d e f i c i t o f c u r r e n t accoun t ) be tween 1957-1959 rose by 
600 p e r cen t r i s i n g f r o m 0 .2 b i l l i o n l i r a s i n 1957 t o 1.4 
b i l l i o n l i r a s i n 1959 . S P O . F i r s t F i v e - Y e a r p l a n . p . 1 0 8 
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M a n u f a c t u r i n g i n d u s t r y f o r i n s t a n c e had r e c o r d e d an 

e s s e n t i a l r i s e between 1950-56 , i n c r e a s i n g by 50 p e r c e n t . ' ^ 

A c o n s i d e r a b l e p r o g r e s s was r e g i s t e r e d i n the p r o d u c t i o n o f 

sugar , cement and c o t t o n t e x t i l e s . Yet t h e g r o w t h o f 

m a n u f a c t u r i n g became v e r y s low a f t e r 1955 . T h i s s low g r o w t h 

was due t o d i f f i c u l t i e s i n the i m p o r t s o f spare p a r t s and raw 
(; 

m a t e r i a l s . O n l y 75 p e r c e n t o f t o t a l c a p a c i t y was u t i l i z e d . 

( i i ) An excess o f demand o v e r s u p p l y was a l s o 

exper ienced because o f the a g r i c u l t u r a l c h a r a c t e r o f the 

c o u n t r y , w h i c h i s a lways s u s c e p t i b l e t o w e a t h e r c o n d i t i o n s . 

I n the second h a l f o f the 1950*s t h e r e had been marked 

f l u c t u a t i o n s i n the p r o d u c t i o n o f a g r i c u l t u r e because o f 
(3) 

bad w e a t h e r . ( e s p e c i a l l y i n c e r e a l s , c o t t o n and tobacco) 

B - A g r i c u l t u r a l p r i c e p o l i c y : A f t e r 1950 the 

government f o l l o w e d a h i g h p r i c e p o l i c y f o r t h e a g r i c u l t u r a l 

s e c t o r . The m a i n reasons f o r t h a t p o l i c y was e x p l a i n e d 

as t o i n c r e a s e the income o f the f a r m e r s and peasan t 

p o p u l a t i o n , and t o p r o v i d e a much h i g h e r s t a n d a r d o f l i v i n g , 

and t o enab le them t o i n c r e a s e t h e i r i n v e s t m e n t u n d e r t a k i n g s . 

Yet the r i s e i n t h e i r incomes was ensured at the expense 

o f o t h e r g roups w h i c h l a t e r pushed up the p r i c e s o f t h e i r 

m a n u f a c t u r e s and s e r v i c e s and w h i c h gave an a d d i t i o n a l t w i s t 

t o the i n f l a t i o n a r y s p i r a l . 

(1) D r . S e r i n , N . o p . c i t . p . 2 9 
(2) OEEC, T u r k e y , o p . c i t . p . 1 1 - 1 2 . 
(3) See, C h p . 4 . 
(4) See, D r . S e r i n . N . o p . c i t . p . 3 0 . 



A l t h o u g h e x p o r t s o f the c o u n t r y rose by 5 0 . 3 p e r 

c e n t be tween 1950 and 1953, t h e y d e c l i n e d a f t e r 1953 because 

o f t h e poor h a r v e s t i n 1954, and the r e a c h i n g o f t he l i m i t s 

o f c u l t i v a b l e l a n d w h i c h was now l a c k i n g i n t e n s i v e methods 

t o i n c r e a s e i t s p r o d u c t i v i t y . On the o t h e r hand changes 

i n t he s t r u c t u r e o f p r o d u c t i o n , r i s i n g incomes and an 

o v e r v a l u e d c u r r e n c y f o r c e d an even more r a p i d i n c r e a s e i n 

i m p o r t s . 

However , some measures o f r e s t r i c t i o n were p u t i n t o 

f o r c e a f t e r 1952, b u t even so i m p o r t s exceeded f o r e i g n 

exchange made a v a i l a b l e f r o m e x p o r t s and f r o m U . S . p u b l i c 

l oans and g r a n t s . The f o r e i g n c o m m e r c i a l d e b t i n 1956, 

was e s t i m a t e d t o be about $ 200 m i l l i o n . 

The l a r g e i n v e s t m e n t s and i n c r e a s i n g p u b l i c 

e x p e n d i t u r e s were met t h r o u g h d e f i c i t f i n a n c i n g . The 

e x p a n s i o n i n the money s u p p l y was r e f l e c t e d i n p r i c e s , w h i l e 

r e a l n a t i o n a l income was n o t g r o w i n g a t the same p a c e . As 

a r e s u l t the e x t e r n a l v a l u e o f T u r k i s h l i r a began t o f a l l 

and the Government t r i e d t o p r e v e n t a f u r t h e r d r o p by 

s e t t i n g two r e s t r i c t i o n s ; F i r s t , i t i n t r o d u c e d p r i c e 

c o n t r o l s and l e g a l s a n c t i o n s t o s t o p the r i s e i n p r i c e s ; 

and second , t he s t a t e Economic E n t e r p r i s e s were f o r c e d t o 

s e l l t h e i r c o m m o d i t i e s a t p r i c e s be low t h e i r c o s t s , and 

these l o s s e s p u t f u r t h e r b u r d e n upon the f u n d s o f the 

(1) A l e x a n d e r , A . P . T u r k e y , i n Scon . D e v e l o p m e n t , P e p a l a s i s , 
Mears and Ade lman , N . Y o r k , 1 9 6 1 , p . 4 7 9 . 
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Government and c o n s e q u e n t l y l e d the Government t o a d d i t i o n a l 

d e f i c i t f i n a n c i n g w h i c h r e s u l t e d i n an i n f l a t i o n a r y s p i r a l . 

By 1958 the economy was i n c o m p l e t e imbalance and 

c o u l d o n l y s u r v i v e by day t o day m e a s u r e s . ' ^ As the 

s i t u a t i o n d e t e r i o r a t e d a s t a b i l i z a t i o n programme was 

adop ted i n Augus t 1958 . The aims o f t h i s programme were to 

end d e f i c i t f i n a n c i n g and t o s t o p t h e e x p a n s i o n i n money 

s u p p l y and t o se t i m p o r t r e s t r i c t i o n s on f o r e i g n i m p o r t s . 

For these p u r p o s e s , the s t a b i l i s a t i o n programme 

imposed l i m i t s on the i s s u e o f the C e n t r a l Bank and the 

c r e d i t e x p a n s i o n o f o t h e r b a n k s . Second, the e x t e r n a l 

v a l u e o f the T u r k i s h l i r a was de f a c t o d e v a l u e d by a sys tem 

of p r emiums . T h i r d , s u b s t a n t i a l f o r e i g n a i d was p r o v i d e d 

t o remove b o t t l e n e c k s and s h o r t a g e s . 

D e s p i t e t he measures t a k e n w i t h i n the f r a m e w o r k o f 

the s t a b i l i z a t i o n programme, t he p r i c e s c o n t i n u e d t o r i s e 

f o r a w h i l e a f t e r 1958, b u t a f t e r the end off 1959 the p r i c e 

l e v e l was r e l a t i v e l y s t a b l e as can be seen i n T a b l e 2 . 

B u t the new a d j u s t m e n t s i n the exchange r a t e i n 1958 d i d 

n o t h e l p t o a v o i d the f o r e i g n t r a d e i n b a l a n c e . L i t t l e 

o r no p rogres s , was b e i n g made towards r a i s i n g r e c e i p t s 

f r o m T u r k e y ' s t r a d i t i o n a l e x p o r t s o r c r e a t i n g new sources 

(1) F i r s t F i v e - Y e a r D e v . t p l a n , 1963-67 , p . 1 1 . 



o f e x p o r t r e v e n u e s . Because o f the i m p o r t programmes w h i c h 

se t up g l o b a l i m p o r t quo tas i n 1958, the p r o d u c t i v e 

c a p a c i t y o f the economy was u n d e r - u t i l i z e d and i t was n o t 

u n t i l 1959 t h a t t he f i r s t s t e p was t a k e n towards a r e t u r n 

t o t r a d e l i b e r a l i s a t i o n , when a number o f spare p a r t s and 

raw m a t e r i a l s were p u t on a l i b e r a l i s e d l i s t . 

Now, I s h a l l sum up the consequences o f the d e f i c i t 

f i n a n c i n g , w h i c h gave r i s e t o s t r o n g i n f l a t i o n a r y 

p r e s s u r e s i n the economy and hampered economic deve lopment 

e f f o r t s . 

A l t h o u g h t h e r e were some arguments t h a t d e f i c i t 

f i n a n c i n g i n c r e a s e d i n v e s t m e n t and b u s i n e s s a c t i v i t y and 

a l s o encouraged p r i v a t e e n t e r p r i s e , i t must be bo rne i n 

mind t h a t i n f l a t i o n damaged the economy f r o m v a r i o u s p o i n t s . 

F i r s t o f a l l i n f l a t i o n c r e a t e d an u n j u s t income 

d i s t r i b u t i o n i n w h i c h m i d d l e c l a s s and c i v i l s e r v a n t s had 

t o c a r r y t he b u r d e n o f i n f l a t i o n a r y f i n a n c e . As a r e s u l t 

r e a l incomes o f f i x e d income r e c e i p i e n t s d e c l i n e d i n 

f a v o u r o f w e a l t h i e r p e o p l e . 

Second, normal m a r k e t s and the p r i c e mechanism were 

u n a b l e t o f u n c t i o n p r o p e r l y and t h i s caused m i s - a l l o c a t i o n 

o f r e s o u r c e s t o w a r d s p e c u l a t i v e c h a n n e l s . These n o n ­

p r o d u c t i v e fo rms i n c l u d e d i n v e s t m e n t s i n f o r e i g n a s s e t s , 

i n v e n t o r i e s and r e a l e s t a t e . Most n o t i c e a b l e was the 
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c o n s t r u c t i o n boom w h i c h has showed a r a p i d i n c r e a s e s i n c e 1953 . 

T h i r d , i n f l a t i o n c o n t r i b u t e d a g r e a t d e a l t o b a l a n c e 

o f payments d i f f i c u l t i e s . Invpor t s o f c a p i t a l goods 

n e c e s s a r y f o r the p r o d u c t i v e u t i l i z a t i o n o f domes t i c s a v i n g s 

became more d i f f i c u l t . Because money d e c l i n e d i n v a l u e 

w h i l e t he exchange r a t e was m a i n t a i n e d a r t i f i c a l l y a t a 

h i g h l e v e l , e x p o r t s f e l l , i m p o r t s i n c r e a s e d and the s h o r t a g e 

o f f o r e i g n exchange l e d t o the i m p o s i t i o n o f p h y s i c a l 

c o n t r o l s o v e r a l l f o r e i g n t r a d e . 

F o u r t h , f o r e i g n exchange s h o r t a g e , w h i c h was c r e a t e d 

p a r t l y by t he i n f l a t i o n a r y c o n d i t i o n s , posed the most immedia te 

and s e r i o u s t h r e a t t o the i n v e s t m e n t e f f o r t . The groups 

a d v e r s e l y a f f e c t e d by the i n f l a t i o n r e s i s t e d the r e d u c t i o n 

i n t h e i r c o n s u m p t i o n . 

F i f t h , u n c e r t a i n t i e s and i n s t a b i l i t y c r e a t e d by 

i n f l a t i o n a r y p r e s s u r e s d i s c o u r a g e d p r i v a t e f o r e i g n 

i n v e s t m e n t and t h i s s i t u a t i o n f i n a l l y gave r i s e t o c a p i t a l 

f l i g h t f r o m the c o u n t r y . 

A l l these s t r a i n s imposed on the economy l e d t o a 

s t r o n g b e l i e f i n the c o u n t r y t h a t t h e y were i n e s c a p e a b l e 

consequences o f an " u n p l a n n e d economy" approach t o ecohomic 

deve lopment p r o b l e m s . W i t h the end o f the M a r s h a l l p l a n 

i n 1952 and the d e c l i n e o f the U . S . M i s s i o n ' s i n f l u e n c e on 

Economic p o l i c y the p r e s s u r e on the Government t o f o r m u l a t e 
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a sound and r a t i o n a l programme ebbed. S e v e r a l y e a r s a f t e r 

t h i s , no e f f o r t a t economic p l a n n i n g was made. A n n u a l 

p l a n s were s u b m i t t e d t o CEEC b u t t h e y were more o r l e s s a 

p i c t u r e o f t he expec t ed changes i n the n a t i o n a l a c c o u n t s . 

A r a p i d i n c r e a s e i n the n a t i o n a l income d u r i n g the p e r i o d 

1950-53 and f a v o u r a b l e w e a t h e r and good m a r k e t s d u r i n g the 

same p e r i o d , w h i c h gave r i s e t o a h i g h l e v e l o f economic 

a c t i v i t y , c o n v i n c e d many p e o p l e , as much as the p o l i t i c a l 

l e a d e r s i n power , t h a t the road to s e l f - s u s t a i n e d g r o w t h 

had been r e a c h e d . G i v e n a sound f i s c a l p o l i c y and the 

n e c e s s a r y s o c i a l o v e r head i n v e s t m e n t s a l l o t h e r p rob lems 

w o u l d g r a d u a l l y be s o l v e d . As the f a v o u r a b l e e f f e c t s o f 

t h i s p e r i o d s u b s i d e d and the economy s lowed down a f t e r 

1953, the need f o r a more p o s i t i v e p o l i c y rose a g a i n . 

A t the b e g i n n i n g o f 1960, i t was e v i d e n t t h a t no 

s u b s t a n t i a l improvements had t a k e n p l a c e i n the f u n d a m e n t a l 

weakness o f t h e economy; i . e . unemployment , d e f i c i t s i n t r a d e 

and b a l a n c e o f payments , i n e l a s t i c i t i e s o f s u p p l y , e t c . 

There was a d e f i n i t e need f o r a p o l i c y o f p l a n n e d 

Development i n o r d e r t o s y s t e m a t i z e the c o u n t r y ' s economic 

e f f o r t . 

I t was n o t u n t i l t he R e v o l u t i o n w h i c h t o o k p l a c e 

on May 27 , 1960 t h a t T u r k e y e n t e r e d such an e r a o f p l a n n e d 

d e v e l o p m e n t . For t h i s p u r p o s e , a government agency, the 
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S t a t e P l a n n i n g O r g a n i s a t i o n , was e s t a b l i s h e d a c c o r d i n g 

t o the p r o v i s i o n s s t a t e d i n the new T u r k i s h C o n s t i t u t i o n o f 

1960. A r t i c l e 129, s t a t e s t h a t : 

"Economic , s o c i a l and c u l t u r a l deve lopment i s based 

on a p l a n . Development i s c a r r i e d out a c c o r d i n g to t h i s 

p l a n . " ' 1 ' 

The S t a t e P l a n n i n g O r g a n i s a t i o n w h i c h was fo rmed 

by Law N o . 9 1 on i j ep tember 3 0 t h , 1960, i s a t t a c h e d t o the 

P r ime M i n i s t r y and has the d u t y t o a s s i s t and ac t on an 

a d v i s o r y body to the Government i n d e t e r m i n i n g economic and 

s o c i a l p o l i c i e s and o b j e c t i v e s ; and i n f o r m u l a t i n g l o n g and 

s h o r t te rm p l a n s f o r the r e a l i s a t i o n o f the o b j e c t i v e s adopted 
(2) 

by t he Government . 

T h i s O r g a n i s a t i o n was e n t r u s t e d w i t h the t a s k o f 

f o r m u l a t i n g the Development p l a n s on a f i v e yea r b a s i s and 

c o n s i s t e d o f a H i g h P l a n n i n g C o u n c i l and C e n t r a l P l a n n i n g 

O r g a n i s a t i o n , the l a t t e r b e i n g composed o f the "Economic 

P l a n n i n g , t h e S o c i a l P l a n n i n g , and the C o - o r d i n a t i o n 

Depa r tmen t s and a S e c r e t a r y - G e n e r a l ' s O f f i c e . " I n a d d i t i o n 

t o t h e s e , S e c t o r Commit tees were se t up t o p r e p a r e the 

s t a t i s t i c a l i n f o r m a t i o n i n the v a r i o u s s e c t o r s t h a t w o u l d 

be used i n p u t t i n g t o g e t h e r the programme. 

(1) I n t r o d u c i n g T u r k e y ' s S .P .O. A n k a r a , 1 9 6 3 , p . 5 . 

(2) I b i d . P . 6 . 



TABLE 1 - FOREIGN TRADE STOAT I ON. ( M i l l i o n $) 

Years I m p o r t s 

1950 285 .7 
1951 4 0 2 . 1 
1952 555 .9 
1953 532 .5 
1954 478 .4 

1955 497 .6 
1956 407 .3 
1957 3 9 7 . 1 
1958 3 1 5 . 1 

1959 4 7 0 . 0 
1960 4 6 8 . 2 

1961 509 .5 

E x p o r t s D e f i c i t 

263 .4 2 2 . 3 
3 1 4 . 1 8 8 . 0 

3 6 2 . 9 193.0 
3 9 6 . 1 136 .4 

334 .9 143.5 
313.3 184.3 
305 .0 102 .3 
345 .2 5 1 . 9 
247 .3 67 .8 
353 .8 116.2 
320 .7 147.5 
346.7 162.8 

Sou rce : S .P .O. F i r s t F i v e - Y e a r D e v . t p l a n , 1963-67 , p . 2 1 . 
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I I - FIFTEEN-YEAR DEVELOPMENT PLAN - 1963-1977 

THE GOALS. 

L i k e o t h e r programmes i n many u n d e r d e v e l o p e d 

c o u n t r i e s , the T u r k i s h F i f t e e n - Y e a r Development p l a n i s no t 

e x c l u s i v e l y p r o d u c t i o n o r i e n t a t e d . The p l a n w h i c h i s 

v i e w e d i n a f i f t e e n - y e a r p e r s p e c t i v e seeks t o p romote a 

h i g h r a t e o f g r o w t h w i t h a h i g h l e v e l o f employment ; 

t o ach ieve a b a l a n c e i n e x t e r n a l payments ; t o t r a i n 

s u f f i c i e n t members o f h i g n l e v e l s c i e n t i f i c and t e c h n i c a l 

p e r s o n n e l i n e v e r y f i e l d as r e q u i r e d f o r T u r k e y ' s 

d e v e l o p m e n t ; and to r e a l i s e a l l those t a r g e t s a c c o r d i n g 

t o the p r i n c i p l e s o f e q u i t y and j u s t i c e . 

However , the most d i r e c t s t r a t e g y t h a t has been 

adop ted f o r the Development P l a n i s aimed a t the f o l l o w i n g 

g o a l s : 

1 . RATE OF GROWTH. 

T u r k e y p roposes t o a c h i e v e a r a t e o f g r o w t h o f 7 

p e r c e n t ( a t 1961 p r i c e s j w i t h G . M . P . r i s i n g f r o m T L . 5 2 - 7 

b i l l i o n i n 1962 t o 145.3 b i l l i o n a t the end o f 1977 . 

I n f a c t , t h i s means t h a t a 175 pe r c e n t r i s e i n n a t i o n a l 

income has been e n v i s a g e d . 
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S ince the c o u n t r y d u r i n g the l a s t decade has s u s t a i n e d 

a r a t e o f g r o w t h a p p r o x i m a t e d t o t h i s r a t e ( a l m o s t 6 . p . c . ) , 

a 7 pe r c en t r a t e o f g r o w t h has been r e g a r d e d as a s u f f i c i e n t 

r e a l i s a t i o n . As an a l t e r n a t i v e , an 8 per c e n t r a t e of 

g r o w t h has a l s o been proposed d u r i n g t h e deba te w h i c h t o o k 

p l a c e on t he " O b j e c t i v e s and s t r a t e g y o f t h e p l a n " . ^ ^ 

G i v e n a 3 p e r c e n t g r o w t h i n p o p u l a t i o n , a 7 p e r c e n t 

r a t e o f g r o w t h w i l l p r o v i d e a 4 p e r c e n t n e t i n c r e a s e i n t he 

pe r c a p i t a i ncome . I t i s a l s o p o i n t e d o u t t h a t t h i s 4 

p e r c e n t ne t g r o w t h w o u l d d o u b l e t h e s t a n d a r d o f l i v i n g 

o f t h e c o u n t r y w i t h i n a s i n g l e g e n e r a t i o n . I t i s b e l i e v e d 

t h a t t h i s r a t e w o u l d c r e a t e a s e 1 f - s u s t a i n e d economic 

deve lopment i n t he same p e r i o d , by a s s u r i n g the s t e a d y 

e x p a n s i o n o f the n e t i n v e s t m e n t , t e c h n i c a l s k i l l s , 

management and o t h e r i n p u t f l o w s t h a t g r o w t h r e q u i r e s . 

T h e r e f o r e , i t i s c l e a r t h a t t he a l l o c a t i o n o f r e s o u r c e s 

s h o u l d be c o n d u c t i v e to t h e i r b e s t u t i l i z a t i o n . T h i s p o i n t 

w i l l be c l o s e l y examined i n the 4 t h C h a p t e r . 

The I n v e s t m e n t t a r g e t w h i c h i s a s s i g n e d t o t h i s r a t e 

o f g r o w t h has a g r e a t i m p o r t a n c e f r o m the p o i n t of v i e w 

o f c h r o n i c d i s e q u i l i b r i u m , i n h e r e n t i n t h e s t r u c t u r e o f the 

(1) I t was p o i n t e d ou t by t h e e x p e r t s o f S .P .O . d u r i n g the 

c o n f e r e n c e h e l d i n A n k a r a , i n May 1962, w h i c h was 

a t t e n d e d by many members o f the S .P .O. and o t h e r i n t e r n a t ­

i o n a l o r g a n i s a t i o n s . 
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T u r k i s h economy. I t i s c a l c u l a t e d t h a t i n v e s t m e n t needed 

f o r t h i s r a t e o f g r o w t h w o u l d be 18.3 pe r c e n t o f the GNP 

f o r the F i r s t F i v e - Y e a r P l a n and 21 pe r cen t f o r the n e x t 

t e n y e a r s . 

As a r e s u l t o f an e f f o r t t o i n c r e a s e i n v e s t m e n t s 

f r o m i t s low l e v e l o f 16.3 p e r c e n t i n 1962 t o 19 .4 p e r c e n t 

i n 1967, the share of p r i v a t e c o n s u m p t i o n e x p e n d i t u r e s i n 

the G . N . P . w o u l d d e c l i n e f r o m 7 3 . 2 p e r c e n t i n 1962 t o 

6 7 . 9 pe r c e n t i n 1967 and f i n a l l y f o r 63 p e r c e n t i n 1 9 7 7 . ^ ^ 

An i n c r e a s e i n t h e . v o l u m e o f r e a l s a v i n g s w o u l d be b r o u g h t 

about by r e s t r i c t i n g c o n s u m p t i o n and thus r e c h a n n e 1 1 i n g 

those r e l e a s e d r e s o u r c e s i n t o o t h e r o b j e c t i v e s . T h i s i s a 

f e a s i b l e method o f i n d u c i n g c a p i t a l a c c u m u l a t i o n . A 

s t r o n g f i n a n c i a l i n s t i t u t i o n w o u l d a l s o be needed i n o r d e r 

t o m o b i l i z e s a v i n g s f o r p r o d u c t i v e i n v e s t m e n t . Bu t the mere 

e x i s t e n c e o f channe l s o f f i n a n c e does no t gua ran t ee an 
(2) 

i n c r e a s e i n the l e v e l o f c a p i t a l f o r m a t i o n . 

The r a t e o f g r o w t h o f p r i v a t e c o n s u m p t i o n w o u l d have 

to be k e p t w e l l be low the r a t e o f g r o w t h o f the G . N . P . 

( t h e f o r m e r 2 . 4 pe r c e n t pe r head , as a g a i n s t 4 pe r c e n t f o r 

the G . N . P . ) . The d r o p i n p r i v a t e c o n s u m p t i o n v / i l l be 

b r o u g h t about by some e f f e c t i v e f i s c a l and mone t a ry measures , 

(1) S .P .O. p l a n n i n g i n T u r k e y , S p e c i a l i s s u e , Sum, o f the 

f i r s t f i v e - y e a r p l a n , N o . l . A n k a r a , 1 9 6 3 , p . 1 7 . 

(2) R . ¥ . G o l d s m i t h , A . s t u d y o f s a v i n g i n the U . S . 1955 
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such as r a i s i n g revenues f r o m t axes t h r o u g h h i g h e r t a x r a t e s 

and t h r o u g h the i n t r o d u c t i o n o f new t a x e s , and by-

e n c o u r a g i n g p r i v a t e s a v i n g s p r o p o r t i o n a l l y t o d i s p o s a b l e 

incomes. . 

The average i n c r e a s e i n p r i v a t e c o n s u m p t i o n w o u l d 

be 5 .4 p e r c en t d u r i n g the F i r s t F i v e - Y e a r p l a n and 3.3 

pe r c e n t per annum i n subsequent y e a r s . G i v e n the r a t e 

o f g r o w t h i n p o p u l a t i o n , t h i s means t h a t pe r c a p i t a 

c o n s u m p t i o n would r i s e a n n u a l l y by 2 . 4 p e r c e n t . The s low 

g r o w t h o f p r i v a t e c o n s u m p t i o n d u r i n g the f i f t e e n - y e a r 

p e r s p e c t i v e wou ld be a l l e v i a t e d by measures aimed a t 

i m p r o v i n g the l i v i n g s t anda rds o f the p o o r e s t g r o u p s . These 

a r e ; f i s c a l measures f o r a f a i r r e - d i s t r i b u t i o n o f income; 

an e x t e n s i o n o f the s o c i a l s e c u r i t y sy s t em; and cheap 

h o u s i n g schemes. 

S i n c e c o n s u m p t i o n r e q u i r e m e n t s o f the i n c r e a s i n g 

p o p u l a t i o n are one o f the ma in f a c t o r s l i m i t i n g r e s o u r c e s 

to be a l l o c a t e d to i n v e s t m e n t , i t i s q u i t e r e a sonab l e t o see 

t h a t p l a n n e r s have t r i e d t o keep c o n s u m p t i o n e x p e n d i t u r e s 

w i t h i n c e r t a i n l i m i t s . 

Under the impu l se o f e x p e n d i t u r e l i n k e d t o d e v e l o p m e n t , 

c u r r e n t p u b l i c e x p e n d i t u r e w i l l show some r i s e and 

t h e r e f o r e i t i s e s t i m a t e d t h a t i t w o u l d be 15 .4 pe r c e n t o f 

G . N . P . i n 1967, compared w i t h 14 .4 pe r cen t i n 1962, and 
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e v e n t u a l l y w o u l d r e a c h an " o p t i m a l " p r o p o r t i o n o f 16 

p e r c en t a t the end o f the f i f t e e n - y e a r p e r i o d . The 

i n c r e a s e p r o j e c t e d i s due t o h i g h e x p e n d i t u r e s on 

e d u c a t i o n , h e a l t h and r e s e a r c h . 

I I - EMPLOYi/xENT. 

The second m a j o r g o a l o f the Development P l a n i s to 

ensure t he h i g h e s t p o s s i b l e l e v e l of employment a t 

s a t i s f a c t o r y income l e v e l s . 

The t o t a l a d d i t i o n a l employment t h a t the i n v e s t m e n t 

and p r o d u c t i o n t a r g e t s w i l l p r o v i d e i s 6 .8 m i l l i o n s . 

Whereas i t w i l l be n e c e s s a r y t o c r e a t e j o b s f o r 7 .5 m i l l i o n 

p e o p l e p l u s the 1 m i l l i o n known d i s g u i s e d unemployed i n 

a g r i c u l t u r e . T h e r e f o r e i t is appa ren t t h a t a f i f t e e n - y e a r 

p e r s p e c t i v e w o u l d n o t be ab le t o s o l v e the employment 

p r o b l e m . I t i s our o p i n i o n t h a t the r a t e o f g r o w t h and 

i n v e s t m e n t s h o u l d be p r o j e c t e d a t much h i g h e r r a t e s so 

t h a t unemployment and d i s g u i s e d unemployed i n a g r i c u l t u r e 

can be e l i m i n a t e d . 

D i s g u i s e d unemployment i n a g r i c u l t u r e was due t o 

r a p i d p o p u l a t i o n i n c r e a s e i n the l a s t decade and i n a d e q u a t e 

employment o p p o r t u n i t i e s c r e a t e d i n a g r i c u l t u r e and 

o t h e r s e c t o r s . T h e r e f o r e , i t i s sugges ted t h a t t he r e 

s h o u l d be a b a l a n c e d deve lopment between a g r i c u l t u r e , 

i n d u s t r y and s e r v i c e s . G r e a t hope has been p u t upon the 
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i n d u s t r i a l s e c t o r t o absorb t h i n l a r g e unemployed l a b o u r 

f o r c e , because an annua l r a t e o f g r o w t h o f 11 per c en t was 

c a l c u l a t e d f o r t h i s s e c t o r . As can be seen f r o m T a b l e 4 , 

the share o f the a c t i v e p o p u l a t i o n i n i n d u s t r y w o u l d r i s e 

f r o m 9.8 pe r c en t i n 1962 t o 11 .9 per c e n t i n 1967 and to 

15 .6 pe r c en t a t the end o f 1977. I t can a l s o be obse rved 

t h a t i n the F i r s t F i v e - Y e a r p l a n , non a g r i c u l t u r a l 

employment s h o u l d i n c r e a s e by 14 per c e n t on average so t h a t 

t h i s s u r p l u s can be a b s o r b e d . 

P o p u l a t i o n p o l i c y d e s i g n e d f o r t h i s pu rpose w o u l d 

n o t e x e r t any e f f e c t on the i s s u e o f employment d i i r i n g 

the F i r s t F i v e - Y e a r p e r i o d o r by the end o f the f i f t e e n 

yea r p e r i o d . M o r e o v e r , i t must be t a k e n i n t o accoun t t h a t 

the adverse e f f e c t s o f the s p e c t a c u l a r improvements i n the 

p r o d u c t i v e t e c h n i q u e s c o u l d a g g r a v a t e the s i t u a t i o n due t o 

t h e i r l a b o u r - s a v i n g n a t u r e . 

I l l - BALANCE I N EXTERNAL PAYMENTS. 

The F i f t e e n - Y e a r Development p l a n i s aimed a t 

r e s t o r i n g the d e f i c i t i n the b a l a n c e o f paymen t s . T h e r e f o r e 

b o t h the F i r s t and Second F i v e - Y e a r p l a n s w i l l i n c l u d e measures 

t o reduce t r a d e and payments d e f i c i t . 

I t i s s t a t e d i n the F i r s t F i v e - Y e a r p l a n t h a t 

i m p o r t s w i l l be r e s t r i c t e d w h i l e e x p o r t s w i l l r e c e i v e 

g r e a t encouragement . T h i s can be seen i n the p r o j e c t i o n 



o f i m p o r t s and e x p o r t s i n the F i r s t p l a n , where i m p o r t s 

as a p e r c e n t a g e o f GNP w i l l d r o p f r o m 9 .4 per c en t i n 
(1) 

1963 t o 3 .5 pe r c en t i n 1967. A l s o f r o m the f i g u r e s 

p r e s e n t e d i n c h a p t e r 4 , we can f i n d t h a t i m p o r t s w i l l 

r e c o r d a 24 p e r cen t i n c r e a s e a g a i n s t 3 1 . 4 pe r c e n t i n 

e x p o r t s . Such a course o f a c t i o n i s s u r e l y a c c e p t a b l e , 

b u t i t s r e a l i s a t i o n w i l l depend upon the f o r e i g n t r a d e 

p o l i c y o f the c o u n t r y and the changes w h i c h w i l l o c c u r i n 

the W o r l d M a r k e t . 

E x p o r t s p o l i c y w i l l be i n the d i r e c t i o n o f 

d i v e r s i f y i n g e x p o r t goods w h i c h , up t o now, have been 

c o n f i n e d t o a few t r a d i t i o n a l i t e m s . I t i s a l s o expec t ed t o 

promote t he e x p o r t o f m a n u f a c t u r e d goods . T u r k e y has a 

c o m p a r a t i v e advantage i n p r o d u c i n g l a b o u r i n t e n s i v e g o o d s . 

However , e x p o r t s w i l l be dependent on the e l a s t i c i t i e s o f 

f o r e i g n demand f o r ou r e x p o r t a b l e goods . We have n o t seen 

any c a l c u l a t i o n made by the SPO, i n t h i s r e s p e c t . 

The f e a s i b i l i t y o f i m p o r t s u b s t i t u t i o n i s 

i n d i s p u t a b l e w h i l e the T u r k i s h economy i s l a r g e and so 

are the p o t e n t i a l s i z e s o f i t s m a r k e t s . A l s o T u r k e y i s 

b l e s s e d w i t h v a r i o u s k i n d s of n a t u r a l r e s o u r c e s f o r 

s e r v i c i n g m a t e r i a l and energy needs f o r the p r o j e c t e d 

(1) The p r o j e c t i o n o f I m p o r t s i s d i s c u s s e d i n t h e C h p . 4 . 



deve lopment p l a n . T h i s i s the case w i t h r e s p e c t t o the 

c o u n t r y ' s r e s o u r c e base f o r i r o n and s t e e l m a k i n g , 

p e t r o l e u m and so o n . 

B a l a n c e i n e x t e r n a l payments w i l l n o t be a c h i e v e d 

o n l y by p r o m o t i o n and d i v e r s i f i c a t i o n o f e x p o r t s o r by 

i m p o r t s u b s t i t u t i o n , b u t by d e v o t i n g some a t t e n t i o n to 

i n c r e a s i n g revenue f r o m i n v i s i b l e i t ems and e s p e c i a l l y 

f r o m t o u r i s m . 

However , the p l a n n e r s ' e x p e c t a t i o n t h a t the c u r r e n t 

e x t e r n a l d e f i c i t w h i c h c o n s t i t u t e d 4 p e r c en t o f the GNP 

i n 1962 w o u l d be down to 2 .8 pe r c en t i n 1967 and 

c o m p l e t e l y e r a d i c a t e d a t t h e end o f the Second F i v e - Y e a r 

p l a n i s a r a t h e r d i f f i c u l t t a s k t o a c h i e v e . 

I V - BALANCED GKO'/TH. 

The most i m p o r t a n t a p p l i c a t i o n o f the " B a l a n c e d 

deve lopment s t r a t e g y i s T u r k e y ' s a t t e m p t t o p romote 

a g r i c u l t u r e and heavy i n d u s t r i a l e x p a n s i o n . I t i s 

p roposed t o c o n t i n u e t he s t r a t e g y ' s t w i n emphasis upon 

a g r i c u l t u r e and i n d u s t r y . 

A h i g h l e v e l o f i n v e s t m e n t i n a g r i c u l t u r e has been 

p r o j e c t e d n o t because t h i s s e c t o r has been so f a r 

n e g l e c t e d , b u t because ; i n v i e w o f r a p i d i n d u s t r i a l i s a t i o n 

e n v i s a g e d , t h e r e w i l l be an e s s e n t i a l need f o r s u r p l u s o f 

f a r m o u t p u t . 
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T h i s d o c t r i n e may be j u s t i f i e d because development 

o f e i t h e r s e c t o r by r a i s i n g incomes, c r e a t e s demand f o r 

the p r o d u c t s o f the o t h e r . 

A c c o r d i n g t o the F i f t e e n - r Y e a r Development p l a n , 

a g r i c u l t u r e wou ld l o s e i t s l a r g e share i n the GNP d e c r e a s i n g 

f r o m 4 3 . 3 p e r c e n t i n 1962 t o 2 9 . 4 per cent i n 1977 ( see , 

T a b l e , 3 ) . The share o f i n d u s t r y , ^ ^ o n the o t h e r hand , w o u l d 

show a n o t i c e a b l e i n c r e a s e by r i s i n g f r o m 16.8 per c e n t o f 

GNP i n 1962 to 21 .4 pe r c e n t a t the end o f the F i r s t F i v e -
(2) 

Year p l a n . 

(1) I n c l u d i n g M a n u f a c t u r i n g , m i n i n g and e n e r g y . 

(2) .See, F i r s t F i v e - Y e a r p l a n , p . 1 2 5 . 
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CHAPTER I V . 

THE FIRST FIVE-YEAR PLAN 

1963-1967 . 
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THE FIRST FIVE-YEAR PLAN 1963-1967 . 

I . 

The F i r s t F i v e - Y e a r Development p l a n approved by the 

Grand N a t i o n a l Assembly i n the Summer o f 1962, t r i e s t o g i v e 

s y s t e m a t i c answers t o a l l p rob lems o f the economy w h i c h 

we m e n t i o n e d i n t he l a s t c h a p t e r s . The p l a n became 

o p e r a t i v e as f r o m 1st J a n u a r y , 1963, f o r a p e r i o d o f f i v e -

yea r s e n d i n g on 31st December 1 9 6 7 . ^ ^ I t i s t he f i r s t 

Development P l a n w h i c h i s comprehens ive i n the sense t h a t 

i t d e a l s w i t h the economy f r o m v a r i o u s a spec t s w i t h i n a 

Macro G r o w t h M o d e l . 

The f o l l o w i n g s e c t i o n s l i m i t themse lves o n l y t o the 

ana lyses o f the t a r g e t s and c r i t e r i a o f the F i r s t F i v e -

Year p l a n . 

I I . 

OBJECTIVES OF THE F I E ^ T FIVE-YEAR PLAN. 

The o b j e c t i v e s o f the f i r s t F i v e - Y e a r p l a n can be 

summed up as f o l l o w s : 

1) An i n c r e a s e o f 7 pe r cen t pe r annum i n N a t i o n a l 

Income the p a t t e r n o f i n v e s t m e n t b e i n g d e s i g n e d t o a t t a i n 

t h i s t a r g e t . 

(1) P l a n n i n g i n T u r k e y , s p e c i a l I s s u e , Summary o f the F i r s t 
F i v e - Y e a r p l a n , SPO. A n k a r a , 1963, p . 8 . 

(2) F i r s t F i v e - Y e a r Development p l a n 1963-1967,SPO.Ankara 
p . 3 1 , 1 0 7 
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2) To r a i s e a g r i c u l t u r a l p r o d u c t i o n v / i t h a v i e w t o 

expand ing e x p o r t s and m e e t i n g the g r o w i n g i n d u s t r i a l needs 

f o r raw m a t e r i a l s and as a r e s u l t f o s t e r i n g i n d u s t r i a l i s a t i o n . 

3) A f u l l u t i l i z a t i o n o f manpower r e s o u r c e s and a 

s u b s t a n t i a l e x p a n s i o n o f employment o p p o r t u n i t i e s and a 

r a t i o n a l d i s t r i b u t i o n o f manpower among v a r i o u s s e c t o r s . 

4) Reduc ing the d e f i c i t i n the b a l a n c e o f payments 

and t r a d e , and f i n a l l y , 

5) R e a l i s i n g a l l these g o a l s a c c o r d i n g t o p r i n c i p l e s 

o f s o c i a l j u s t i c e and e q u a l i t y . 

I - THE RATS OF INC CMS GROWTH. 

The f i r s t o b j e c t i v e o f the p l a n i s to m a i n t a i n "a 

s u f f i c i e n t l y h i g h r a t e o f income g r o w t h " . T h e r e f o r e the 

r a t e i s se t a t 7 p e r c e n t p e r annum. I n a c o u n t r y where 

40 per c en t o f GNP comes f r o m a g r i c u l t u r e , however , y e a r l y 

r a t e s o f g r o w t h i n the n a t i o n a l income may v a r y as a r e s u l t 

o f wea the r c o n d i t i o n s . T h i s i s why i t i s s t a t e d i n the 

p l a n s t r a t e g y t h a t t h i s i s an average r a t e o f g r o w t h d u r i n g 

the F i v e - Y e a r p e r i o d . The purpose f o r a d o p t i n g t h i s r a t e 

i s t h a t l e v e l s o f a c t i v i t y i n many s e c t o r s i n T u r k e y are so 

low t h a t c o n s i d e r a b l e m a r g i n s e x i s t f o r r a p i d i n c r e a s e s . 

What t h i s t a r g e t means i s t h a t " t h e c o u n t r y i s w i l l i n g 

t o do a l l neces sa ry s a c r i f i c e i n o r d e r t o ach ieve i t " Of 

c o u r s e , the p l a n n e r s seem to pay g r e a t a t t e n t i o n to the pas t 
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deve lopmen t i n the r a t e o f g r o w t h . From 1950-1960, the 

GNP i n c r e a s e d a t a r a t e o f 5.6 per cen t per y e a r , and t h i s 

was p a r t l y due to t he c u l t i v a t i o n o f new l a n d o f i n c r e a s i n g l y 

poor q u a l i t y . 

I n a s i m p l e Growth M o d e l , an e q u i l i b r i u m be tween the 

e x p e n d i t u r e t o be made i n the f i v e - y e a r p e r i o d and the 

r e s o u r c e s r e q u i r e d f o r these e x p e n d i t u r e s was e s t a b l i s h e d . 

The r e l a t i o n be tween GNP and v a r i o u s macro-economic v a l u e s 

a re shown i n T a b l e 16 and 1 7 . As can be seen f r o m the 

f a b l e s , GNP w i l l r i s e f r o m 52 .7 b i l l i o n T u r k i s h L i r a s i n 

1963 t o 7 3 . 9 b i l l i o n i n 1967 . T h i s i s a 40 per c e n t 

c u m u l a t i v e i n c r e a s e by 1967. 

I t i s s t a t e d t h a t the c r e a t i o n o f a number o f b a s i c 

i n d u s t r i e s w i l l be n e c e s s a r y b e f o r e the g r o w t h o f the 

m a n u f a c t u r i n g s e c t o r can be a c c e l e r a t e d . Most o f these 

i n d u s t r i e s a re i n the d e s i g n and c o n s t r u c t i o n s tage and the 

ones s t a r t e d i n the p a s t a re u n f i n i s h e d . T h e r e f o r e i t i s 

i m p r o b a b l e t h a t t h e i r impact w i l l be f e l t b e f o r e a n o t h e r 

f i v e - y e a r s . 

The m a r g i n a l i n v e s t m e n t / i n c o m e r a t i o i n a g r i c u l t u r e i s 

v e r y h i g h c a l c u l a t e d t o be 2 3 . 1 f o r the 1963-1967 p l a n 

(1) 

p e r i o d . T h i s h i g h r a t i o i s due to l a r g e and expens ive 

l a n d improvement works w h i c h w i l l be u n d e r t a k e n f o r 

(1) The c a l c u l a t i o n o f the m a r g i n a l p r o p e n s i t y t o i n v e s t i n 
A g r i c u l t u r e i s p r e s e n t e d i n page. 120 . - . 
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s u b s t a n t i a l i n c r e a s e s i n a g r i c u l t u r a l o u t p u t . A c t u a l l y -

a g r i c u l t u r a l i n v e s t m e n t s w i l l r i s e f r o m 1 .213 .2 m i l l i o n 

l i r a s i n 1963 t o 2 . 8 5 1 . 0 m i l l i o n i n 1967 (a 134 p e r c e n t 

i n c r e a s e o v e r 5 y e a r s . ) The increa.se i n a g r i c u l t u r a l 

i n v e s t m e n t s , however , w i l l be l a r g e l y i n the f o r m o f 

e x t e n s i v e i n v e s t m e n t s r a t h e r than i n t e n s i v e where 45 .3 

per c e n t o f the t o t a l i n v e s t m e n t s w i l l be devo t ed t o 

i r r i g a t i o n w o r k s , and 6 . 1 p e r cent t o l a n d improvemen t . 

One may t h i n k t h a t the impac t o f the e x t e n s i v e i n v e s t m e n t s 

w i l l n o t be f e l t i n t h e f i r s t F i v e - Y e a r s . 

I s the T u r k i s h t a r g e t r a t e o f g r o w t h o f GNP adequate 

one? One may o b j e c t to the f e a s i b i l i t y o f t h i s r a t e o f 

g r o w t h f o r t h r e e r easons : ( i ) F i r s t , one i s tempted t o 

t h i n k t h a t t h i s r a t e was adopted m a i n l y because i t has 

r o u g h l y been the average f o r the l a s t decade . The 

r a t i o n a l i t y b e h i n d t h i s d e c i s i o n i s r a t h e r weak t a k i n g 

i n t o account the urgency- and p r e s s i n g needs o f the T u r k i s h 

economy and the v e r y r a p i d r i s e i n p o p u l a t i o n . The 

T u r k i s h r a t e o f g r o w t h o f p o p u l a t i o n i s c u r r e n t l y 

a round 3 p e r c e n t pe r annum. I t may even i n c r e a s e i f the 

d e a t h r a t e comes down as e l sewhere unde r the impac t o f 

i n c r e a s i n g m e d i c a l f a c i l i t i e s and h e a l t h programmes. 

P o p u l a t i o n c o n t r o l i s b e i n g s e r i o u s l y a t t e m p t e d b u t canno t 

(1) F i r s t F i v e - Y e a r Development p l a n 1 9 6 3 - 1 9 6 7 . p . 1 4 5 . 

http://increa.se
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be expec t ed t o y i e l d q u i c k r e s u l t s . A 4 per c e n t g r o w t h 

o f per c a p i t a income i s thus n o t enough t a r g e t e s p e c i a l l y 

when one bea r s i n mind the f a c t t h a t t h e r e i s an u r g e n c y 

o f c r e a t i n g more jobs to a l l e v i a t e b o t h e x i s t i n g and 

p o t e n t i a l unemployment and u n d e r employment . ( i i ) S e c o n d l y , 

t h e r e i s a s t r o n g e v i d e n c e ^ ' t h a t i n the 1950 ' s a 

s u b s t a n t i a l p a r t o f i n v e s t m e n t s were d i r e c t e d i n t o 

u n p r o d u c t i v e s e c t o r s l i k e t r a n s p o r t a t i o n , c o n s t r u c t i o n , 

h o u s i n g and h e a l t h e t c . , whereas i f t h e y had been used 

i n p r o d u c t i v e ones ( a g r i c u l t u r e , i n d u s t r y and m a n u f a c t u r i n g ) 

the economy w o u l d have e x p e r i e n c e d a r a t h e r h i g h r a t e o f 

g r o w t h . I t i s c l e a r t h a t the economy has a v a s t p o t e n t i a l 

t o a t t a i n a h i g h e r r a t e o f g r o w t h s h o u l d the i n v e s t m e n t 

r e s o u r c e s be a l l o c a t e d on e f f i c i e n t c r i t e r i a , ( i i i ) A l s o 

t h i s t a r g e t seems t o be a modera te one when one compares 

i t w i t h the g r o w t h r a t e s aimed a t by some o t h e r 

d e v e l o p i n g c o u n t r i e s . 

(1) See, OECD, T u r k e y , May 1963, p a r i s , p . A l s o , see, D r . S e r i n . N , 

T u r k i y e d e I s t i k r a r p o l i t i k a s i , AU,SBF D e r g i s i , 

A n a l i k 1959, N o . 4 . 
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T a b l e 1 - AGRICULTURAL INVESTMENTS AND PRODUCTION. 
( M i l l i o n T . L . ) 

1963 1967 

Gross I n v e s t m e n t s 1 .213 .2 2 . 8 5 1 .0 
P r o d u c t i o n (1) 3 6 . 4 7 0 . 0 4 3 . 5 6 0 . 0 

Source : F i r s t F i v e - Y e a r P l a n 1963-1967 ,pp .122 , 124,From T a b l e 
5 0 / 1 and 5 2 / 1 

N o t e : (1) Assuming t h a t p r o d u c t i o n i n . A g r i c u l t u r e 
i s e q u a l to a g r i c u l t u r a l income 

M a r g i n a l p r o p e n s i t y t o I n v e s t i n A g r i c u l t u r e 
= Z l 1 

A P x 100 

= 1 » 6 3 7 . 8 x 1 Q 0 

7 . 0 9 0 . 0 

= 2 3 . 1 

T a b l e 2 - Rate o f G r o w t h P l a n P e r i o d s . 

T u r k e y 7 (1963-67) 

I s r a e l 9.5 1962-66 
Japan 7.8 1958-1970 

Y u g o s l a v i a 11.3 1962-65 

Egyp t 7 1961-66 

S o u r c e : P r o f . B h a g w a t i - J . (OECD. C o n s u l t a n t i n T u r k e y ) "Some 
R e f l e c t i o n s on the C r i t q u e s o f the T u r k i s h P l a n " 
4 t h May, 1964 ( c o n f i d e n t i a l ) 



I t i s s t a t e d i n the P l a n t h a t i n o r d e r to make the 

bes t use of the c o u n t r y ' s economic r e s o u r c e s , c e r t a i n p u b l i c 

s e r v i c e s must be g i v e n g r e a t e r emphasis and p r i o r i t y t h a n 

i n t h e p a s t . These s e r v i c e s i n c l u d e the t r a d i t i o n a l p u b l i c 

s e r v i c e s such as t r a n s p o r t a t i o n , power , i r r i g a t i o n . The 

i n v e s t m e n t s i n i r r i g a t i o n w i l l be made by the C e n t r a l 

A u t h o r i t i e s w h i l e p r i v a t e e n t e r p r i s e s w i l l u n d e r t a k e some 

complementa ry i n v e s t m e n t s t o secure f u l l b e n e f i t s f r o m the 

e x e c u t i o n o f i r r i g a t i o n w o r k s , i . e . the c o n s t r u c t i o n and 

ma in tenance o f f i e l d c h a n n e l s , bunds , e t c . 

No doub t these b a s i c s e r v i c e s - i n f r a s t r u c t u r e - r e q u i r e 

l a r g e c a p i t a l and o r g a n i s a t i o n s and because t h e y need a l o n g 

" g e s t a t i o n " p e r i o d , t hey canno t be p r o d u c t i v e w i t h i n a s h o r t 

p e r i o d . I t i s s a i d t h a t these are p r e r e q u i s i t i e s f o r 

the i n v e s t m e n t s t o be made i n p r o d u c t i v e s e c t o r s . Bu t i f 

m a x i m i s i n g o u t p u t i s a c r i t e r i o n f o r a l l o c a t i n g r e s o u r c e s 

the s p e c i f i c recommendat ions of the p l a n g i v e some reason f o r 

w o r r y . 

I n the F i r s t F i v e - Y e a r P l a n the share o f i n v e s t m e n t 

i n GNP i s e x p e c t e d t o r i s e f r o m 14 per c en t i n 1961 t o 17 

pe r c e n t i n 1963 and 19 .4 per c en t i n 1967. The average 

r a t e o f i n v e s t m e n t f o r the p l a n p e r i o d w i l l be 18 p e r cen t 

o f GNP. I n c h a n n e l l i n g the n e c e s s a r y r e s o u r c e s t o a c h i e v e 

t he se t t a r g e t , c a p i t a l / o u t p u t r a t i o i s used as a y a r d s t i c k 

i n the G r o w t h M o d e l . 
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a) CAPITAL-OUTPUT RATIO. 

The c a p i t a l - o u t p u t r a t i o w h i c h i s the r e c i p r o c a l o f 

m a r g i n a l p r o d u c t i v i t y o f c a p i t a l was accep ted as 2 . 6 : 1 f o r 

the F i r s t F i v e - Y e a r P l a n . I n c a l c u l a t i n g t h i s r a t i o the 

p l a n n e r s t o o k i n t o account the c a p i t a l - o u t p u t r a t i o w h i c h 

was e x p e r i e n c e d i n the l a s t d e c a d e . The r ea son why t h i s r a t i o 

has been a r a t h e r low compared w i t h many o t h e r u n d e r d e v e l o p e d 

c o u n t r i e s can be a t t r i b u t e d t o the p a s t p e r f o r m a n c e o f t he 

i n v e s t m e n t e x p e n d i t u r e and t h e i r impact on the c a p a c i t y of 

the o v e r a l l economy. 

The s o c i a l overhead i n v e s t m e n t s and i n f r a s t r u c t u r e 

u n d e r t a k e n i n the p e r i o d , 1950-1960 were q u i t e h i g h and 

were e s p e c i a l l y i n the f i e l d o f t r a n s p o r t a t i o n , h y d r o e l e c t r i c 

power s t a t i o n s , e d u c a t i o n and h e a l t h . I t i s b e l i e v e d t h a t 

these w i l l c o n t r i b u t e more t o the economy's p r o d u c t i v i t y 

i n t he F i r s t F i v e - Y e a r p e r i o d because t h e y w i l l now be 

e n t e r i n g t he p r o d u c t i o n s t a g e . 

S e c o n d l y , the e x p l a n a t i o n o f t h i s low c a p i t a l - o u t p u t 

r a t i o i s the p resence o f some excess c a p a c i t y i n the 

i n d u s t r i a l s e c t o r a t t he b e g i n n i n g o f the p l a n . These are 

t e x t i l e , sugar and cement i n d u s t r i e s and p a r t i c u l a r l y the 

ones o p e r a t e d by the S t a t e Economic E n t e r p r i s e . ^ ^ 

T h i r d l y , i t i s hoped t h a t b e t t e r t e c h n i q u e s , b e t t e r 

o r g a n i s a t i o n and management and , more e f f i c i e n t u t i l i z a t i o n 

(1) F i r s t F i v e - Y e a r Development p l a n , 1963-1967 ,SPO.p .126 . 



123 

o f p r o d u c t i v e c a p a c i t y wou ld be used i n the p l a n p e r i o d . 

A n o t h e r c o n s i d e r a t i o n w h i c h made t h e p l a n n e r s s e l e c t t h i s 

c a p i t a l / o u t p u t r a t i o was the usage o f t h i s r a t e i n C o u n t r i e s 

w h i c h have s i m i l a r economic and s o c i a l n a t u r e s , ^ ' 

The c a p i t a l - o u t p u t r a t i o i s e x p e c t e d t o r i s e i n the 

second F i v e - Y e a r p l a n w i t h a f u r t h e r economic e x p a n s i o n 

w h i c h w i l l be c o n t i n u e d i n t h a t p e r i o d . 

I t w o u l d be a b s o l u t e l y wrong to assume c a p i t a l / o u t p u t 

r a t i o as a r i g i d one and the r e l a t i o n between these two 

aggrega te s as a u t o m a t i c . Some a u t h o r s have opposed such 

dogmatism and sugges ted the " d i m i n i s h i n g i m p o r t a n c e o f c a p i t a l " ^ 

I t i s t r u e t h a t no t o n l y c a p i t a l i t s e l f , bu t o t h e r f a c t o r s 

as w e l l such as improvement i n l a b o u r s k i l l , c h o i c e o f 

t e c h n i q u e s ( l a b o u r o r c a p i t a l i n t e n s i v e t e c h n i q u e ) , b e t t e r 

o r g a n i s a t i o n and management p l a y a l a r g e p a r t i n 

p r o d u c t i v i t y i n c r e a s e . Thus we f e e l t h a t i t w o u l d be f e a s i b l e 

t o t h i n k o f c a p i t a l - o u t p u t r a t i o as c o v e r i n g the e f f e c t s o f 

a l l o f these f a c t o r s as w e l l . 

b) DOMESTIC SAVINGS. 

A g a i n s t the i n c r e a s e i n i n v e s t m e n t t a r g e t , the r a t i o 

o f domes t i c s av ings t o income i s expec t ed t o r i s e f r o m 

12 .9 per cen t i n 1963 t o 16.5 per c e n t i n 1967. (See Tab l e 4 a) 

The i n c r e a s e i n d o m e s t i c s a v i n g s i s r e l a t e d t o the i n c r e a s e i n 

(1) I b i d , p . and a l s o see, P r o f . Y a l s i n , A . " B e s Y i l l i k p l a n i n 
Genel G o r u m i s u , SBFD.p. 

(2) See, C l a r k , C . The D i m i n i s h i n g Impor t ance o f C a p i t a l , The 
L i s t e n e r , 1945 . 
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pe r c a p i t a income and t o the p o s s i b i l i t i e s o f r e s t r a i n i n g 

i h e i n c r e a s e i n c o n s u m p t i o n out o f a d d i t i o n a l incomes . The 

r e a l i s a t i o n o f the i n c r e a s e i n d o m e s t i c s a v i n g s w o u l d i m p l y 

a m a r g i n a l s a v i n g s / i n c o m e r a t i o o f 2 6 . a r a t i o w h i c h i s 

much h i g h e r than the one i n the p a s t . ( M a r g i n a l d o m e s t i c 

s a v i n g , on ave rage , was 16 .5 f o r the p e r i o d 1 9 5 7 - 1 9 6 0 ) . 

The average i n c r e a s e i n the r a t i o o f domes t i c s a v i n g s 

t o GNP is 2 .6 w h i l e the a c t u a l i n c r e a s e be tween 1962 and 

1967 i s 4 . 3 . T h e r e f o r e one may say t h a t t h i s i s n o t a 

modest t a r g e t i n t e rms o f the s a c r i f i c e r e q u i r e d f r o m a 

n a t i o n w i t h a low s t a n d a r d o f l i v i n g and a h i g h r a t e o f 

p o p u l a t i o n i n c r e a s e , B u t t h i s i s a t a r g e t w h i c h c o u l d be 

a c h i e v e d w i t h o u t p u t t i n g undue s t r a i n on the people i f 

implemented w i t h p r o p e r economic and s o c i a l p o l i c i e s . 

As can be seen f r o m the t a b l e , p r i v a t e consumpt ion 

has been p r o j e c t e d t o be reduced f r o m 71 .8 pe r c e n t o f GNP 

i n 1963 t o 6 7 . 9 pe r cen t i n 1967 . Though the f e a s i b i l i t y 

o f t h i s a t t i t u d e c o u l d n o t be q u e s t i o n e d , t h e r e remains 

the f a c t o f what s o r t o f measures have been d i r e c t e d 

toward t h i s t a r g e t and w h e t h e r t h e y w i l l i ndeed be s u f f i c i e n t 

to r e s t r i c t t h i s v e r y h i g h r a t e i n p r i v a t e c o n s u m p t i o n . 

(1) M a r g i n a l S a v i n g s / I n c o m e r a t i o i s p r e s e n t e d i n T a b l e 4 . a . 
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I n o r d e r t o m a i n t a i n 2 . 4 p e r c e n t i n c r e a s e p e r h e a d i n 

p r i v a t e c o n s u m p t i o n a g a i n s t 4 p e r c e n t n e t i n c r e a s e i n GNP 

t h e p l a n n e r s h a v e s u g g e s t e d t h e f o l l o w i n g m e a s u r e s : 

a ) F i s c a l r e v e n u e s f r o m t a x e s w o u l d b e r a i s e d . T h e s e 

w o u l d b e t h r o u g h h i g h e r t a x r a t e s a n d t h r o u g h i n t r o d u c t i o n 

o f n e w t a x e s ( i . e . a g r i c u l t u r a l i n c o m e t a x ) 

b ) O t h e r p u b l i c r e v e n u e s w o u l d i n c r e a s e m o r e r a p i d l y 

t h a n t h e G N P . A v e r a g e r a t e o f i n c r e a s e 7 . 3 p e r c e n t 

i s m o s t l y d u e t o t h e f u l l u t i l i z a t i o n o f e x c e s s c a p a c i t y a n d 

r e - o r g a n i s a t i o n o f t h e S t a t e E c o n o m i c E n t e r p r i s e s , ( s e e t a b l e 1 7 ' 

c ) F i n a l l y , s o m e i n c e n t i v e s f o r p r i v a t e s a v i n g s w o u l d 

b e c r e a t e d i n o r d e r t o a b s o r b t h e i n c r e a s e s i n d i s p o s a b l e 

i n c o m e s . 

( 2 ) 

A c c o r d i n g t o o u r c a l c u l a t i o n s p r i v a . t e s a v i n g s w h i c h 

c o n s t i t u t e 8 . 3 p e r c e n t o f g r o s s p r i v a t e i n c o m e i n 1 9 6 2 w i l l 

i n c r e a s e t o 1 0 . 5 p e r c e n t i n 1 9 6 7 . ( S e e , T a b l e b e l o w ) . T h i s 

m e a n s t h a t p r i v a t e s a v i n g s w i l l r i s e b y 2 6 . 5 p e r c e n t o v e r 

s i x - y e a r p e r i o d ( 1 9 6 2 - 6 7 ) . I t i s c l e a r t h a t v o l u n t a r y 

s a v i n g s c a n b e e x p e c t e d t o r i s e i f t h e r e i s a g r e a t e r 

p r o p e n s i t y t o s a v e . O u r f i n d i n g s w h i c h a r e b a s e d o n t h e 

f i g u r e s c o l l e c t e d f r o m T a b l e 17 a n d 1 8 , i n d i c a t e t h a t 

m a r g i n a l p r i v a t e s a v i n g s w i l l b e 1 6 . 9 ( o n a v e r a g e ) f o r t h e 

p e r i o d 1 9 6 2 - 1 9 6 7 . I t i s d i f f i c u l t t o f i n d p r o p e n s i t y f o r t h e 

l a s t d e c a d e o w i n g t o t h e l a c k o f d a t a . 

( 1 ) S e e , O E C D , T u r k e y , M a y 1 9 6 3 , P . 1 5 a n d , a l s o s e e F i r s t F i v e -
Y e a r p l a n 1 9 6 3 - 1 9 6 7 , p . 4 3 5 . 

( 2 ) P r i v a t e s a v i n g s a r e d e r i v e d b y d e d u c t i n g p r i v a t e c o n s u m p t i o n 
f r o m t o t a l p r i v a t e i n c o m e . 
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One m a y f e e l t h a t 1 6 . 9 p e r c e n t m a r g i n a l p r i v a t e 

s a v i n g s i s f a i r l y g o o d r a t e t o c o n t r i b u t e t o c a p i t a l 

a c c u m u l a t i o n b u t i t w i l l b e v e r y n e c e s s a r y t o r e s t r i c t t h e 

v e r y h i g h p r i v a t e c o n s u m p t i o n . 

T a b l e 5 - P R I V A T E I N C O M E , C O N S U M P T I O N -AND S A V I N G ( A v e r a g e a n d 

M a r g i n a l ) 

( B i l l i o n T . L . ) 

Y e a r s D i s p o s a b l e P r i v a t e P r i v a t e P S ^ & P S ^ -
P r i v a t e C o n s u m p t i o n S a v i n g s ^91 - ^ Z f P I 
I n c o m e 

1 9 6 2 4 2 . 1 3 8 . 6 3 . 5 8 . 3 -
1 9 6 3 4 4 . 3 4 0 . 5 3 . 8 8 . 5 1 3 . 6 

1 9 6 4 4 7 . 2 4 3 . 0 4 . 2 8 . 8 1 3 . 7 

1 9 6 5 5 0 . 1 4 5 . 7 4 . 7 9 . 3 1 7 . 2 

1 9 6 6 5 2 . 9 4 7 . 6 5 . 3 10 2 1 . 4 

1 9 6 7 5 6 . 1 5 0 . 2 5 . 9 1 0 . 5 1 8 . 7 

N o t e : T h i s T a b l e i s a r r a n g e d a c c o r d i n g t o t h e f i g u r e s g i v e n 

i n t a b l e 17 a n d 1 8 . D i s p o s a b l e p r i v a t e i n c o m e i s 

f o u n d b y d e d u c t i n g t a x e s p l u s p u b l i c r e v e n u e f r o m 

t h e GNP a n d b y a d d i n g c u r r e n t a c c o u n t d e f i c i t . T h e n 

p r i v a t e s a v i n g i s d e r i v e d b y d e d u c t i n g p r i v a t e c o n s u m p t i o n 

f r o m d i s p o s a b l e p r i v a t e i n c o m e . T h e m a r g i n a l p r i v a t e 

s a v i n g , o n a v e r a g e , i s 1 6 . 9 f o r t h e p e r i o d 1 9 6 3 - 1 9 6 7 . 
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A g a i n a c c o r d i n g t o o u r f i n d i n g s p e r c a p i t a s a v i n g s 

d e p o s i t s ( p r i v a t e ) w i l l i n c r e a s e f r o m $ 1 4 i n 1 9 6 3 t o $519 .6 

i n 1 9 6 7 . ^ ^ T h i s i s n o t v e r y h i g h f i g u r e c o m p a r e d w i t h some 

u n d e r d e v e l o p e d c o u n t r i e s , ( i . e . i n G r e e c e i t w a s # 1 7 i n 1 9 5 7 

a n d 5 5 4 6 . 8 i n 1 9 6 0 ) 

I n o r d e r t o a c c e l e r a t e p r i v a t e s a v i n g s t h e G o v e r n m e n t 

s h o u l d r a i s e i n t e r e s t r a t e p a i d t o s a v i n g s a n d t i m e d e p o s i t s 

a s w e l l . G r e e c e r e c e i v e d a s p e c t a c u l a r i n c r e a s e i n 

p r i v a t e h o u s e h o l d s a v i n g s d u e t o r a i s i n g i n t e r e s t r a t e s p a i d 

( 2 ) 

b o t h t o s a v i n g s a n d t i m e d e p o s i t s i n 1 9 5 6 . A t t h e same 

t i m e i t v / i l l b e n e c e s s a r y t o i s s u e d e v e l o p m e n t b o n d s a n d 

t o f l o a t t h e m i n t h e m a r k e t a s o v e r - s t i b s c r i b e d . 

I t i s s t a t e d i n t h e p l a n t h a t m e a s u r e s w i l l b e t a k e n 

t o f o r m a c a p i t a l m a r k e t b u t , t h i s w o u l d n o t b e e a s y i f 

c o n f i d e n c e i n e c o n o m i c a n d p o l i t i c a l l i f e c a n n o t b e e n s u r e d . 

A l s o , a n i n c r e a s e d f a i t h i n T u r k i s h l i r a i s a n i m p o r t a n t 

i s s u e a n d t h e A u t h o r i t i e s s h o u l d t r y t o s u s t a i n c o n f i d e n c e i n 

t h e c u r r e n c y b y a v o i d i n g i n f l a t i o n a r y c o n d i t i o n s . 

O n e m a y c o n c l u d e t h a t t h e h o u s i n g m a r k e t w i l l p e r s i s t 

t o b e t h e l a r g e s t s i n g l e c o m p e t i t o r t o p r i v a t e h o u s e h o l d 

s a v i n g s i n t h e a b s e n c e o f a r e a l l y a c t i v e s t o c k - m a r k e t . 

( 1 ) P o p u l a t i o n i s a s s u m e d t o b e 3 0 . 0 0 0 . 0 0 0 i n 1 9 6 3 a n d 
3 3 . 2 0 0 . 0 0 0 i n 1 9 6 7 ( g i v e n 8 0 0 . 0 0 0 n e t i n c r e a s e i n p o p u l a t i o n 
p e r a n n u m , o n t h i s p o i n t , s e e , O E C D , T u r k e y M a y , 1 9 6 3 , p . 9 . ) 

( 2 ) I n t e r e s t r a t e s p a i d t o t i m e d e p o s i t s w a s 10 p e r c e n t i n 
1 9 5 6 . S e e S t a t i s t i c a l Y e a r b o o k o f G r e e c e , 1 9 5 8 , 5 9 . B a n k o f 
G r e e c e . 
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1 1 - E X P A N S I O N I N A G R I C U L T U R A L P R O D U C T I O N AND H I G H P R O D U C T I V I T Y 

I N I N D U S T R Y . 

T h e s e c o n d t a r g e t i s t h e a c h i e v e m e n t o f s e l f - s u f f i c i e n c y 

i n f o o d g r a i n s a n d a n i n c r e a s e i n o t h e r a g r i c u l t u r a l p r o d u c t i o n 

w i t h a v i e w t o e x p a n d i n g e x p o r t s a n d t h e r e q u i r e m e n t s o f 

i n d u s t r y f o r r a w n a t e r i a l s . T h u s f o s t e r i n g i n d u s t r i a l i s a t i o n . 

E x p e r i e n c e i n m a n y u n d e r d e v e l o p e d c o u n t r i e s h a s s h o w n 

t h a t f o o d f o r m s o n e o f t h e s t r a t e g i c e l e m e n t s i n t h e g r o w t h 

p r o c e s s . I n a n e c o n o m y w h e r e m a r g i n a l p r o p e n s i t y t o c o n s u m e 

i s h i g h , a n d w h e r e a g o o d p r o p o r t i o n o f a d d i t i o n a l i n c o m e s 

i s s p e n t o n f o o d , t h e g e n e r a t i o n o f n e w i n c o m e s a s a r e s u l t 

o f s t e p p i n g u p i n v e s t m e n t p l a c e s a s t r a i n o n f o o d s u p p l i e s 

o v e r a n d a b o v e t h e e x p a n s i o n a r y i m p a c t o f a r i s i n g p o p u l a t i o n . 

T h e p r e s e n t p o p u l a t i o n i n c r e a s e w o u l d r e q u i r e a n i n c r e a s e 

i n a g r i c u l t u r a l o u t p u t o f 3 p e r c e n t p e r a n n u m a t l e a s t t o 

k e e p p a c e w i t h t h e n u m b e r o f p e o p l e t o f e e d a n d a b v i o u s l y 

m o r e i f n u t r i t i o n a l l e v e l s a r e t o b e i m p r o v e d a n d e x p o r t s 

t o b e i n c r e a s e d . 

A c c o r d i n g t o t h e P l a n p r o j e c t i o n , a n n u a l r a t e o f g r o w t h 

o f a g r i c u l t u r e w i l l b e 4 . 7 p e r c e n t , o f i n d u s t r y ( i n c l u d i n g 

m i n i n g , m a n u f a c t u r i n g a n d e n e r g y ) 1 1 p e r c e n t , a n d o f t r a n s p o r t 

a n d c o m m u n i c a t i o n 9 . 6 p e r c e n t . ( s e e , T a b l e 6 ) 
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T a b l e 6 - P r o d u c t i o n T a r g e t s . ( M i l l i o n T . L . a t 1 9 6 1 
p r i c e s ) 

S e c t o r s . 1 9 6 2 1 9 6 3 1 9 6 7 1 9 6 7 i n d e x 
1 9 6 2 = 1 0 0 

A n n u a l r a t e 
o f G r o w t h . 

A g r i c u l t u r e 3 4 6 9 0 . 0 3 6 4 7 0 . 0 4 3 5 6 0 . 0 1 2 5 . 6 4 . 7 

M i n i n g & 
Q u a r r y . 2 3 4 1 . 4 2 5 8 3 . 9 3 5 7 7 . 4 1 5 2 . 8 8 . 7 

M a n u f a c t u r i n g . 1 S 2 0 3 . 5 2 0 8 6 7 . 1 3 1 4 6 2 . 1 1 7 2 . 8 1 1 . 5 

E n e r g y 6 4 8 . 0 7 2 9 . 1 1 1 8 7 . 7 1 8 3 . 3 1 2 . 8 

T r a n s p o r t a n d 

C o m m u n i c a t i o n s . 3 3 7 3 . 2 3 7 4 4 . 9 5 3 4 0 . 2 1 5 8 . 1 9 . 6 

T o t a l 5 9 2 6 1 . 1 6 4 3 9 5 . 0 8 5 1 2 7 . 4 1 4 3 . 7 7 . 5 

S o u r c e : F i r s t F i v e - Y e a r D e v e l o p m e n t P l a n 1 9 6 3 - 1 9 6 7 , p . 1 2 4 . 

O u t p u t p e r m a n y e a r a n d y i e l d s p e r h e c t a r e i n c e r e a l s 

a n d o t h e r s h a v e b e e n v e r y l o w a n d h a v e s h o w n l i t t l e p r o g r e s s 

s i n c e t h e 1 9 5 0 * s . A l t h o u g h some p r o g r e s s i n a g r i c u l t u r a l 

t e c h n i q u e w a s t a k i n g p l a c e d u r i n g t h e l a s t d e c a d e , 

a g r i c u l t u r e i n m a n y p a r t s o f t h e c o u n t r y r e m a i n e d b a c k w a r d . 

T h e r e f o r e , a g r i c u l t u r e i n t h e F i r s t F i v e - Y e a r P l a n 

h a s r e c e i v e d a d e q u a t e a t t e n t i o n i n o r d e r t o i n c r e a s e t h e 

p r o d u c t i v i t y i n i t a n d t o m e e t i n d u s t r y ' s r e q u i r e m e n t s o f 

r a w m a t e r i a l s . P l a n n e d t o t a l i n v e s t m e n t i n a g r i c u l t u r e 

w i l l r i s e f r o m 1 . 2 b i l l i o n T . l i r a s i n 1 9 6 3 t o 2 . 8 b i l l i o n 

l i r a s i n 1 9 6 7 . T h e l a r g e s t p a r t o f t h i s s t e e p r i s e i n 

i n v e s t m e n t i s a c c o u n t e d f o r b y i r r i g a t i o n w o r k s . I t i ,s 
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q u i t e e n c o u r a g i n g t o s e e t h a t i n v e s t m e n t i n n e w i r r i g a t i o n 

s c h e m e w i l l i n c r e a s e f r o m 3 4 0 . 7 m i l l i o n l i r a s t o 1 . 5 0 3 . 6 

m i l l i o n l i r a s o v e r t h e p l a n p e r i o d ( a 3 4 1 p e r c e n t i n c r e a s e ) . 

H o w e v e r i n v e s t m e n t i n l a n d i m p r o v e m e n t w i l l r i s e f r o m 5 0 . 0 

m i l l i o n T . L . t o 1 2 0 . 0 m i l l i o n i n t h e same p e r i o d . T h e 

p r o j e c t i o n o f t h e l a t t e r d o e s n o t s e e m s a t i s f a c t o r y t o o b t a i n 

h i g h e r y i e l d s f r o m a g r i c u l t u r e . 

T h e c o m p o s i t i o n o f a g r i c u l t u r a l p r o d u c t i o n i n t h e 

F i r s t F i v e - Y e a r P l a n i s p r e s e n t e d i n T a b l e 7 . 

T a b l e 7 - C o m p o s i t i o n o f A g r i c u l t u r a l P r o d u c t i o n ( p e r c e n t a g e 

s h a r e o f m a j o r g r o u p s o f p r o d u c t s w i t h i n G r o s s T o t a l 

p r o d u c t i o n . 

G r o u p s o f P r o d u c t s . 1 9 6 2 1 9 6 7 p r o d u c t i o n I n d e x 
1 9 6 2 = 1 0 0 

C e r e a l s 2 3 . 1 2 1 . 3 1 1 5 

P u l s e s 2 . 0 2 . 8 1 7 5 

A n i m a l F o o d 15 . 1 13 . 7 1 1 4 

F r u i t Si V e g e t a b l e s 1 9 . 7 1 9 . 5 1 2 5 

I n d u s t r i a l C r o p s 10 . 6 1 1 . 6 1 3 2 

L i v e s t o c k P r o d u c t s 2 6 . 5 2 7 . 7 1 3 1 

F o r e s t r y P r o d u c t s 2 . 4 2 . 6 1 3 8 

F i s h e r y P r o d u c t s 0 . 6 1 . 3 2 8 0 

T o t a l 1 0 0 . 0 1 0 0 . 0 1 2 5 . 6 

S o u r c e : F i r s t F i v e - Y e q . r D e v e l o p m e n t P l a n 1 9 6 3 - 1 9 6 7 , p . 1 3 2 

( 1 ) I b i d . p . 1 4 7 . T a b l e . 5 9 . 
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T h e h i g h e s t s h a r e i n t h e g r o s s t o t a l a g r i c u l t u r a l 

p r o d u c t i o n i s b y l i v e s t o c k p r o d u c t s , c e r e a l s , a n d f r u i t a n d 

v e g e t a b l e s a t 2 6 . 5 p e r c e n t , 2 3 . 1 p e r c e n t a n d 1 9 . 7 p e r c e n t 

r e s p e c t i v e l y . 

B u t d u r i n g t h e p l a n p e r i o d t h e h i g h e s t p r o d u c t i o n 

i n c r e a s e i s e x p e c t e d t o b e i n f i s h e r y p r o d u c t s w h i c h h a s 

p r e v i o u s l y b e e n g r o s s l y n e g l e c t e d . P r o d u c t i o n f r o m f i s h i n g 

w i l l b e t r i p l e d b e t w e e n 1 9 6 3 a n d 1 9 6 7 . T a k i n g i n t o a c c o u n t 

t h a t T u r k e y h a s m u c h r i c h e r f i s h r e s e r v e s i n c o a s t a l a n d 

i n l a n d w a t e r s t h a n h e r n e i g h b o u r s ( G r e e c e , S y r i a , L e b a n o n , . . . ) , 

t h i s s e c t o r m u s t r e c e i v e d u e e n c o u r a g e m e n t . 

A c c o r d i n g t o t h e p l a n i n v e s t m e n t i n f i s h e r y w i l l b e 

m o r e t h a n d o u b l e i n c r e a s i n g f r o m 3 7 . 0 m i l l i o n T . l i r a s i n 

1 9 6 3 t o 8 4 . 3 m i l l i o n i n 1 9 6 7 . I f t h i s i n v e s t m e n t c a n b e 

r a t i o n a l l y d i r e c t e d i n t o t h e r i g h t f i e l d s l i k e f i s h i n g v e s s e l s 

a n d e q u i p m e n t , s t o r a g e f a c i l i t i e s , d i s t r i b u t i o n , a n d r e s e a r c h 

a n d t r a i n i n g , m u c h c a n b e e x p e c t e d f r o m t h i s s e c t o r . I t h a s 

b e e n m a d e c l e a r i n t h e p l a n t h a t l a r g e c r e d i t f a c i l i t i e s 

w i l l be c r e a t e d f o r f i s h i n g . 

C e r e a l s a n d L i v e s t o c k p r o d u c t s w h i c h b o t h r e p r e s e n t t h e 

h i g h e s t s h a r e i n t h e t o t a l a g r i c u l t u r a l p r o d u c t i o n , w i l l 

s h o w a s m a l l c h a n g e o v e r t h e p l a n p e r i o d . ( S e e , T a b l e 7 ) . I t 

s e e m s t o u s t h a t t h e c o u n t r y w i l l b e f o r c e d t o i m p o r t f o o d 

g r a i n s f r o m a b r o a d a s i t d i d i n 1 9 6 1 (5553 m i l l i o n ) i f 

( 1 ) S e e , O E C D , T u r k e y , p a r i s , M a y , 1 9 6 3 , p . 3 4 . 
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n e c e s s a r y m e a s u r e s a r e n o t t a k e n t o i n c r e a s e a g r i c u l t u r a l 

p r o d u c t i v i t y p e r h e c t a r e a n d p e r l a b o u r . 

T h e i m p o r t a n c e o f k e e p i n g f o o d p r i c e s i n c h e c k t h r o u g h 

a d e q u a t e f o o d s u p p l i e s i s w e l l r e c o g n i s e d b y t h e T u r k i s h 

A u t h o r i t i e s , i n f a c t i t h a s b e e n f e l t t h a t t h e l e v e l s o f 

i n v e s t m e n t c a n b e s t e p p e d u p o n l y i n r e l a t i o n t o t h e 

a v a i l a b i l i t y o f f o o d . 

T h e p r i m a r y a g r i c u l t u r a l o b j e c t i v e i s n o t m e r e l y t h e 

p r o v i s i o n o f a d e q u a t e f o o d s u p p l i e s t o o b t a i n s e l f - s u f f i c i e n c y ; 

e q u a l l y i m p o r t a n t i s t h e p r o v i s i o n o f a d e q u a t e s u p p l i e s f r o m 

n o n - f o o d a g r i c u l t u r a l p r o d u c t i o n . A s T u r k e y ' s i n d u s t r i a l 

g r o w t h p r o g r e s s e s i t s d e m a n d f o r i n d u s t r i a l r a w m a t e r i a l s w i l l 

a l s o e x p a n d . F o r a l o n g t i m e t o c o m e T u r k e y v / i 1 1 h a v e t o 

d e p e n d o n i t s t r a d i t i o n a l e x p o r t s o f t o b a c c o , f r u i t s , c o t t o n 

a n d o r e s a s w e l l a s o t h e r m i n o r a g r i c u l t u r a l p r o d u c t s ; i t w i l l 

b e e s s e n t i a l f o r i t s t e x t i l e a n d s u g a r i n d u s t r i e s t o b e 

a d e q u a t e l y s u p p l i e d w i t h d o m e s t i c r a w m a t e r i a l s . 

I n d u s t r i a l c r o p s w i l l s h o w a r i s e o f 3 2 p e r c e n t 

b e t w e e n 1 9 6 2 a n d 1 9 6 7 w h i c h i s i n d e e d u n s a t i s f a c t o r y . C o t t o n 

p r o d u c t i o n i s e s t i m a t e d t o i n c r e a s e b y 3 1 . 2 p e r c e n t d u r i n g 

t h e p l a n p e r i o d , d u e t o t h e e x p a n s i o n o f i r r i g a t e d a r e a s a n d 

o t h e r i n v e s t m e n t s a n d m e a s u r e s , ^ ' B y 1 9 6 7 , 57 p e r c e n t o f 

t h e a r e a s o w n t o c o t t o n w i l l b e i r r i g a t e d a n d f e r t i l i z e d . A t 

( 1 ) F i r s t F i v e - Y e a r P l a n 1 9 6 3 - 6 7 , p . 1 4 1 . 



p r e s e n t , 33 p e r c e n t o f t h e t o t a l a r e a d e v o t e d t o c o t t o n i s 

b e i n g i r r i g a t e d , a n d i n o r d e r t o r e a c h t h e t a r g e t s e t , 

c o m p l e m e n t a r y i r r i g a t i o n i n v e s t m e n t , m u s t b e u n d e r t a k e n b y 

t h e f a r m e r s c o n c e r n e d . 

O n t h e o t h e r h a n d s u g a r b e e t p r o d u c t i o n w i l l i i c r e a s e 

f r o m 2 . 6 6 6 t h o u s a n d t o n s i n 1 9 6 3 t o 3 . 2 6 6 t h o u s a n d t o n s i n 

1 9 6 7 ( a 2 2 p e r c e n t i n c r e a s e ) S e e , T a b l e 8 . 



T a b l e 8 . P r o d u c t i o n P r o j e c t i o n f o r M a i n A g r i c u l t u r a l P r o d u c t s 

( T h o u s a n d t o n s ) 

P r o d u c t s . 1 9 6 2 ( 1 ) 1 9 6 3 1 9 6 7 

W h e a t 8 , 0 3 0 ( 2 ) 8 , 2 0 0 9 , 0 0 0 

B a r l e y - 3 , 4 4 4 ( 2 ) 3 , 5 7 6 3 , 9 8 8 

M a i z e 9 6 0 ( 2 ) 1 , 0 3 7 1 , 4 5 4 

R i c e 1 1 5 1 4 9 2 3 0 

S u g a r B e e t 2 , 7 0 0 2 , 6 6 6 3 , 2 6 6 

T o b a c c o 1 3 5 1 3 5 1 5 0 

C o t t o n 2 0 0 2 0 5 2 6 9 

P o t a t o e s 1 , 4 0 0 ( 2 ) 1 , 7 5 0 2 , 0 0 0 

T e a 3 2 3 2 6 3 

P u 1 s e s 4 0 0 4 1 6 4 9 5 

O r a n g e s - 2 6 4 3 5 5 

P e a c h e s 8 6 93 1 2 0 

F i g s 52 5 5 6 4 

A p p l e s 2 4 9 2 6 1 3 0 9 

H a z e l n u t s 8 6 9 5 1 3 0 

G r a p e s 2 , 9 7 2 3 , 0 6 1 3 , 4 1 7 

V e g e t a b l e s 3 , 2 4 0 3 , 4 1 0 4 , 0 9 2 

0 1 i v e s 4 6 5 4 8 6 5 7 0 

M i l k 3 , 0 4 5 3 , 2 1 0 3 , 8 5 7 

E g g s 6 1 1 7 7 7 1 , 0 3 7 

I n d u s t r i a l T i m b e r . 2 , 8 0 0 3 , 0 0 0 4 , 4 0 0 

W o o d f o r f u e l ( 1 0 0 0 m) 1 0 , 5 0 0 1 0 , 5 0 0 1 0 , 5 0 0 

S o u r c e : S . P . O . F i r s t F i v e - Y e a r P l a n , p . 1 3 7 . 

( 1 ) 1 9 6 2 P r o d u c t i o n e s t i m a t e s . 

( 2 ) 1 9 5 6 - 1 9 6 0 a v e r a g e 
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T h e p r o b l e m i n a g r i c u l t u r e i s n o t o n l y t o r a i s e 

a g r i c u l t u r a l p r o d u c t i o n b u t , a l s o o f r e l e a s i n g a d e q u a t e 

s u p p l i e s f r o m t h e r u r a l s e c t o r t o t h e r e s t o f t h e e c o n o m y . 

T h e p r o b l e m h e r e t a k e s t h e c h a r a c t e r o f s a v i n g a n d c a p i t a l 

a c c u m u l a t i o n . N o d o u b t t h e m o b i l i z a t i o n o f s u f f i c i e n t 

s u r p l u s e s f r o m t h e a g r i c u l t u r a l s e c t o r i s b a s i c t o t h e p r o b l e m 

o f e c o n o m i c d e v e l o p m e n t . 

T u r k i s h a g r i c u l t u r a l p o l i c y w h i c h e x e m p t e d t h e f a r m e r s 

f r o m t a x p a y m e n t s i n t h e l a s t 14 y e a r s a n d t h e G o v e r n m e n t 

P r i c e S u p p o r t i n g P r o g r a m m e f o r c e r e a l s , h a s e n c o u r a g e d t h e m 

t o e x t e n d t h e i r c u l t i v a b l e l a n d t h r o u g h b i g r e d u c t i o n s i n 

g r a z i n g l a n d a n d t h r o u g h d e f o r e s t a t i o n ; w h e r e a s i n t e n s i v e 

f a r m i n g v/as e x t r e m e l y n e g l e c t e d . T h e r e f o r e p r o d u c t i v i t y 

i n c r e a s e i n a g r i c u l t u r e i s e s s e n t i a l f o r T u r k e y b e c a u s e a 

r a p i d e x p a n s i o n o f a g r i c u l t u r a l p r o d u c t i o n p r o v i d e s a f i r m b a s e 

f o r a g r e a t e r g r o w t h i n t h e r e s t o f t h e e c o n o m y . T h e r e i s a 

g r e a t n e e d t o c o r r e c t t h e s t r u c t u r a l w e a k n e s s o f t h e e c o n o m y 

w h i c h r e l y s t o o h e a v i l y o n a g r i c u l t u r e . 

P R O D U C T I V I T Y . 

T h e r e i s n o p r o j e c t i o n o f t h e p r o d u c t i v i t y i n c r e a s e 

e x p e c t e d i n t h e F i r s t F i v e - Y e a r P l a n i n a g r i c u l t u r e a n d 

i n d u s t r y . H o w e v e r f r o m T a b l e 9 a n d 1 0 , w e c a n f i n d o u t 

p r o d u c t i v i t y f o r 1 9 6 2 a n d f o r t h e e n d o f t h e p l a n p e r i o d . 
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C h a n g e s i n p r o d u c t i v i t y a r e m e a s u r e d b y p e r c a p i t a 

i n c o m e b y d i v i d i n g o u t p u t i n e a c h s e c t o r b y t h e l a b o u r f o r c e 

i n t h e s ame s e c t o r . A c c o r d i n g t o o u r c a l c u l a t i o n s b a s e d o n 

t h e s e t a b l e s , p r o d u c t i v i t y i n c r e a s e i n a g r i c u l t u r e o v e r t h e 

p e r i o d 1 9 6 2 - 1 9 6 7 w i l l b e 15 p e r c e n t o r i n o t h e r w o r d s i t 

w i l l b e 1 . 1 t i m e s t h e l e v e l i n 1 9 6 2 . 

I n d u s t r y , o n t h e o t h e r h a n d , w i l l s h o w a 26 p e r c e n t 

i n c r e a s e i n p r o d u c t i v i t y d u r i n g t h e s a m e p e r i o d w h i c h 

n e a r l y t w i c e t h e i n c r e a s e i n a g r i c u l t u r e . B u t t h i s i m p l i e s 

t h a t p e r a n n u m ( o n a v e r a g e ) p r o d u c t i v i t y i n i n d u s t r y i s 

4 . 3 . p e r c e n t w h i l e i n a g r i c u l t u r e i s 2 . 5 p e r c e n t . 

We c a n c o n c l u d e f r o m o u r f i n d i n g s t h a t p r o d u c t i v i t y 

i n i n d u s t r y w i l l s t i l l r e m a i n 3 . 3 t i m e s t h e p r o d u c t i v i t y i n 

a g r i c u l t u r e . ( S e e , T a b l e 1 1 ) . 
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T a b l e 1 1 - P r o d u c t i v i t y - i n A g r i c u l t u r e a n d I n d u s t r y . 
( T . L i r a s ) 

S e c t o r s 1 9 6 2 1 9 6 7 

A g r i c u l t u r e 2 3 4 2 . 7 2 6 9 4 . 1 

I n d u s t r y . 7 1 1 5 8 9 6 6 

N o t e : T a b l e 1 1 , i s b a s e d a c c o r d i n g t o o u r f i n d i n g s f r o m T a b l e 
9 a n d 1 0 . 

T h i s l o w l e v e l o f p r o d u c t i v i t y i n b o t h s e c t o r s i s d u e 

t o t h e h i g h l e v e l o f u n e m p l o y m e n t i n a g r i c u l t u r e ( d i s g u i s e d 

u n e m p l o y m e n t i n c l u d e d ) a n d t o t h e l a r g e a b s o r b t i o n o f u n e m p ­

l o y e d l a b o u r b y i n d u s t r y f r o m a g r i c u l t u r e . 

T h e r e f o r e , t h e F i r s t F i v e - Y e a r p l a n d o e s n o t s e e m t o 

v i s u a l i s e a h i g h r a t e o f p r o d u c t i v i t y b e c a u s e o f t h e 

u n e m p l o y m e n t p r o b l e m p r e s s i n g h a r d o n t h e e c o n o m y . T h e 

c r i t e r i a o f m a x i m i z i n g o u t p u t c a n n o t b e a s s u m e d t o b e a p p l i e d . 

I t m a y b e s a i d t h a t t h i s m e t h o d o f f i n d i n g p r o d u c t i v i t y 

i s u n s a t i s f a c t o r y t a k i n g i n t o a c c o u n t t h e l a r g e p o c k e t s o f 

u n e m p l o y m e n t a n d d i s g u i s e d u n e m p l o y e d i n e a c h s e c t o r . 

N e v e r t h e l e s s , i t c a n s e r v e o u r p u r p o s e b y g i v i n g a r o u g h 

i d e a a b o u t t h e p r o d u c t i v i t y e x p e c t e d d u r i n g t h e p l a n p e r i o d . 

I l l - EMPLOYMENT AND THE A C T I V A T I O N OF I D L E MANPOWER. 

T h e a i m s o f t h e F i r s t F i v e - Y e a r p l a n a s r e g a r d s e m p l o y m e n t 

c a n b e s u m m a r i z e d t h u s , a n e f f e c t i v e s o l u t i o n m u s t b e f o u n d 

t o t h e p r o b l e m o f u n e m p l o y m e n t , a n d t h e i m b a l a n c e i n t h e 
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d i s t r i b u t i o n o f t h e a c t i v e p o p u l a t i o n a m o n g v a r i o u s s e c t o r s 

m u s t b e r e c t i f i e d . 

T h e d i s c r e p a n c y b e t w e e n t h e v o l u m e o f e m p l o y m e n t t o be 

c r e a t e d a n d t h e m a n p o w e r s u p p l y l e a d s t o d i s g u i s e d 

u n e m p l o y m e n t i n a g r i c u l t u r e a n d o p e n u n e m p l o y m e n t i n o t h e r 

s e c t o r s . 

A s c a n b e s e e n f r o m T a b l e 1 3 , u n e m p l o y e d p e o p l e w e r e 

1 . 3 m i l l i o n i n 1 9 6 3 a n d t h i s n u m b e r i s e x p e c t e d t o d e c r e a s e 

t o 0 . 9 m i l l i o n a t t h e e n d o f t h e F i r s t P l a n . T h e r e i s n o 

d a t a f o r d i s g u i s e d u n e m p l o y m e n t i n e a c h s e c t o r e x c e p t f o r 

a g r i c u l t u r e i l t i s s t a t e d t h a t d i s g u i s e d u n e m p l o y m e n t i s 

( 2 ) 

a r o u n d 1 m i l l i o n e v e n a t p e a k s e a s o n . E v e n i n a g r i c u l t u r e 

d i s g u i s e d u n e m p l o y m e n t g i v e s w a y t o o p e n u n e m p l o y m e n t b e y o n d 

a c e r t a i n s a t u r a t i o n p o i n t . ( S e e T a b l e , 1 2 . ) 

T a b l e 12 - D i s t r i b u t i o n o f S u r p l u s P o p u l a t i o n i n A g r i c u l t u r e 

( b y m o n t h s o f p e a k a n d l o w e s t a c t i v i t i e s ) 
( I n T h o u s a n d s ) 

Y e a r s J u l y J a n u a r y . 

1 9 5 5 4 0 0 7 . 4 0 0 

1 9 6 0 8 0 0 8 . 3 0 0 

S o u r c e : F i r s t F i v e Y e a r p l a n , p . 4 0 0 . 

( 1 ) F i r s t F i v e - Y e a r p l a n , o p . c i t . p . 3 9 7 . 

( 2 ) I b i d , p . 3 3 . 
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G i v e n t h e a s s u m p t i o n t h a t t h e r a t e o f g r o w t h o f t h e 

a g r i c u l t u r a l p o p u l a t i o n w i l l r e m a i n u n c h a n g e d , u n e m p l o y m e n t 

i n t h e n e x t 15 y e a r s i s e x p e c t e d t o be as shown i n T a b l e , 1 3 . 

S i n c e t h e n e t a n n u a l i n c r e a s e o f t h e l a b o u r 

f o r c e i s 2 6 0 . 0 0 0 ^ ^ a n d c u r r e n t u n e m p l o y m e n t a t t h e b e g i n n i n g 

o f t h e p l a n i s 1 . 3 0 0 . 0 0 0 , t h e e x p e c t e d e m p l o y m e n t c r e a t i o n 

o f 3 4 0 . 0 0 0 p e r annum ( o r i n o t h e r w o r d s 13 p e r c e n t i n c r e a s e 

i n e m p l o y m e n t t o be c r e a t e d o v e r 5 y e a r s a g a i n s t 9 . 3 p e r c e n t 

i n c r e a s e i n t h e t o t a l l a b o u r s u p p l y ) , w i l l n o t be a b l e t o 

s o l v e t h e p r o b l e m o f u n d e r e m p l o y m e n t . A n d a t t h e end o f 

t h e P l a n p e r i o d , 1 9 6 7 , t h e u n e m p l o y m e n t f i g u r e w i l l s t a n d 

as 0 . 9 m i l l i o n . F u r t h e r m o r e , i t i s n o t l i k e l y t h a t 

u n e m p l o y m e n t w i l l be a v o i d e d u n t i l t h e end o f t h e F i f t e e n 

Y e a r D e v e l o p m e n t P l a n . 

I t i s s t a t e d i n t h e F i r s t P l a n t h a t t h e s o l u t i o n t o t h e 

q u e s t i o n o f a g r i c u l t u r a l l a b o u r s u r p l u s i s t o r a i s e the 

v o l u m e o f e m p l o y m e n t o u t s i d e t h e a g r i c u l t u r a l s e c t o r . I n 

t h e s e c t o r o f s e r v i c e s t h e p l a n f i n d s t h e m o s t i m p o r t a n t 

m a r g i n s f o r l a b o u r a b s o r b t i o n b y 4 1 p e r c e n t i n c r e a s e o v e r 

t h e p l a n p e r i o d , w h i l e i n d u s t r y s t a n d s as a s e c o n d b y 32 

p e r c e n t and a g r i c u l t u r e b y 5 . 6 p e r c e n t o v e r t h e same p e r i o d . 

( S e e , T a b l e 1 0 . ) 

( 1 ) T h i s f i g u r e i s c a l c u l a t e d f r o m T a b l e 1 3 . 
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B u t as c a n be o b s e r v e d f r o m t h e above t a b l e , t h e 

e m p l o y m e n t o p p o r t u n i t i e s t o be c r e a t e d i n i n d u s t r y and s e r v i c e s 

b y a 7 p e r c e n t r a t e o f g r o w t h a r e n o t e n o u g h t o e n s u r e t h e 

a b s o r p t i o n o f l a b o u r s u r p l u s w h i c h e x i s t s i n a g r i c u l t u r e and 

the r e q u i r e d d i s t r i b u t i o n o f manpower among t h e s e c t o r s . 

T h e r e f o r e , T u r k e y s h o u l d a i m a t a m u c h h i g h e r r a t e o f g r o w t h 

i n o r d e r t o s o l v e i t s u n e m p l o y m e n t p r o b l e m . 

The m e a s u r e s s u g g e s t e d b y t h e p l a n n e r s i n t h i s r e s p e c t 

c a n be o u t l i n e d i n t h i s w a y : 

1 ) - A l a r g e - s c a l e i n c r e a s e i n t h e n o n - a g r i c u l t u r a l 

a c t i v i t i e s i n r u r a l a r e a s o f t h e c o u n t r y . F o r t h i s p u r p o s e , 

a b e t t e r u t i l i s a t i o n o f r u r a l l a b o u r and t h e p r e v e n t i o n o f 

e x c e s s i v e m i g r a t i o n t o c i t i e s h a v e b e e n p r o p o s e d . T h i s i s 

s a i d t o be t h e m a i n o b j e c t i v e i n t h e C o m m u n i t y D e v e l o p m e n t 

P r o g ramme. 

2) The s e c o n d m e a s u r e o f t h e p l a n i s t o g i v e p r i o r i t y 

t o e m p l o y m e n t c r e a t i n g p r o j e c t s and s e c t o r s . D u r i n g t h e p l a n 

f o r m u l a t i o n p r i o r i t y i s g i v e n t o pxcpec ts and s e c t o r s w h e r e 

1 a b o u r - i n t e n s i t y r e s u l t s i n t h e d e s i r e d t i m i n g and q u a l i t y 
( 2 ) 

o f p r o d u c t i o n w i t h o u t a f f e c t i n g c o s t s . B u t i t i s n o t 

e x p l a i n e d how c o s t s w i l l n o t be a f f e c t e d w h i l e r e l y i n g o n 

l a b o u r - i n t e n s i v e p r o j e c t s . A l s o t h e y h a v e p r o j e c t e d t h e 

h i g h e r e m p l o y m e n t i n t o s e r v i c e s i n w h i c h t h e y assume t h a t 

( 1 ) F i r s t F i v e - Y e a r P l a n , p p . 4 0 3 , 4 0 9 . 

( 2 ) I b i d , p . 4 0 9 



1 4 6 . 

p r o d u c t i v i t y w i l l r i s e s l o w l y . T h i s means t h a t p r o d u c t i v i t y 
i n c r e a s e has b e e n s a c r i f i c e d f o r t h e sake o f e m p l o y m e n t . 

3) A n o t h e r m e a s u r e i n c l u d e d i n the e m p l o y m e n t p o l i c y 

i s t o e x p o r t t h e s u r p l u s manpower t o West E u r o p e a n C o u n t r i e s 

w h e r e manpower i s n e e d e d , ^ ' 

I t i s c l e a r t h a t t h e G o v e r n m e n t A u t h o r i t i e s m u s t be 

v e r y c a r e f u l n o t t o a l l o w t h e s k i l l e d m a n p o w e r t o be 

e x p o r t e d o t h e r w i s e t h i s w i l l r e d u c e t h e p r o d u c t i v i t y e x p e c t e d 

f r o m v a r i o u s s e c t o r s . 

4 ) F i n a l l y t h e p l a n n e r s h a v e s t r e s s e d the i m p o r t a n c e 

o f h a v i n g a l o n g - t e r m p o p u l a t i o n p o l i c y i n w h i c h p o p u l a t i o n 

g r o w t h s h o u l d be r e d u c e d i n o r d e r t o a c h i e v e a b a l a n c e b e t w e e n 

t h e i n c r e a s e o f t h e l a b o u r f o r c e and e m p l o y m e n t c r e a t e d i n 

d i f f e r e n t s e c t o r s . T h e y a l s o i n t e n d t o s e t a h i g h e r r a t e o f 

g r o w t h f o r t h e n e x t p l a n p e r i o d s , i f t h e a d o p t e d m e a s u r e s 

do n o t b r i n g a b o u t a s a t i s f a c t o r y s o l u t i o n t o t h e u n e m p l o y m e n t 

p r o b l e m o f t h e c o u n t r y . 

The q u e s t i o n i s how f a r e m p l o y m e n t becomes a c r i t e r i o n 

i n t h e r e s o u r c e a l l o c a t i o n and how i t c a n be r e c o n c i l e d i n 

t h e a l l o c a t i o n p r o c e s s w i t h o t h e r i m p o r t a n t c r i t e r i a . 

I n t h e C o m m u n i t y D e v e l o p m e n t P r o g r a m m e , i t i s s t a t e d 

t h a t p u b l i c w o r k s w i l l be u n d e r t a k e n i n t h e c o u n t r y s i d e f o r 

( 1 ) The w o r k e r s s e n t a b r o a d d u r i n g 1 9 6 1 - 1 9 6 4 h a v e r e a c h e d 
1 0 9 . 1 6 5 i n t o t a l . M o s t o f t h e manpower w e n t t o . 
G e r m a n y a n d N e t h e r l a n d s ( 9 0 . 8 3 9 and 1 2 . 2 5 6 r e s p e c t i v e l y ) 
S e e , E c o n o m i c R e p o r t , 1 9 6 5 . The U n i o n o f C h a m b e r s o f 
C o m m e r c e , p . 2 6 
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t h e p u r p o s e o f r e d u c i n g t h e u n d e r e m p l o y m e n t i n t h e 

a g r i c u l t u r e and p r e v e n t i o n o f m i g r a t i o n t o c i t i e s . I t i s 

n o t made c l e a r w h e t h e r i n t h i s c a s e o t h e r c r i t e r i a o f o u t p u t 

a n d p r o d u c t i v i t y w i l l be s a c r i f i c e d and w h a t p a r t o f t h e 

r e s o u r c e s w i l l b e d e v o t e d t o t h i s p u r p o s e . 

One t h i n g w h i c h d o e s n o t seem t o w o r r y t h e p l a n n e r s 

a t a l l i s t h e e m p l o y m e n t i n s e r v i c e s i n r e l a t i o n t o t h e 

amount o f e m p l o y m e n t i n t h e " c o m m o d i t y " s e c t o r s o f 

a g r i c u l t u r e and i n d u s t r y . S e v e r a l a c t i v i t i e s i n t h e s e c t o r 

o f s e r v i c e s a r e v e r y i m p o r t a n t t o t h e T u r k i s h e c o n o m y , s u c h 

as s h i p p i n g and t o u r i s m . M o r e o v e r , t h e r e i s a n o t h e r t e n d e n c y 

t o s w e l l e m p l o y m e n t i n m i d d l e m e n ' s a c t i v i t i e s . W h i l e t h i s 

s o r t o f e m p l o y m e n t has g o o d s a f e t y v a l u e f o r p o p u l a t i o n 

p r e s s u r e s , i t does n o t e f f e c t i v e l y r a i s e t h e s t a n d a r d o f l i v i n g 

b e c a u s e i t does n o t i n c r e a s e t h e p r o d u c t i o n o f g o o d s . N o r 

i s i t l i k e l y t o c o n t r i b u t e v e r y m u c h t o t h e l o n g - t e r m e f f i c i e n c y 

o f a n economy whose g o a l i s a r a p i d i n d u s t r i a l p r o g r e s s . 

One may t h i n k t h a t t h e p l a n n e r s s h o u l d h a v e t r i e d t o 

p l a c e a v a i l a b l e m a n p o w e r w h e r e i t c a n l a r g e l y i n c r e a s e t h e 

f l o w o f p r o d u c t i o n o f c o m m o d i t i e s r a t h e r t h a n s e r v i c e s . 

I V - BALANCE OF PAYMENTS. 

I t i s s t a t e d i n t h e p l a n t h a t " t h e a i m o f t h e F i f t e e n -

Y e a r D e v e l o p m e n t p l a n i s t o move p r o g r e s s i v e l y t o w a r d s 

b a l a n c e i n e x t e r n a l p a y m e n t s and t r a d e . T h e r e f o r e , t h e 



1 4 8 . 

m e a s u r e s t o be t a k e n a n d i n v e s t m e n t t o be made i n t h e 

F i r s t F i v e - Y e a r p l a n w i l l o n l y t r y t o b r i n g T u r k e y c l o s e r 

t o t h i s t a r g e t " ^ ^ 

His a l s o b e l i e v e d b y t h e p l a n n e r s t h a t i f t h e p r o j e c t i o n s 

made f o r t h e F i r s t a n d S e c o n d F i v e - Y e a r P l a n s a r e o n c e 

r e a l i s e d , t h e c o u n t r y ' s d e v e l o p m e n t e f f o r t s c a n be f u l f i l l e d 

w i t h o u t r e s o r t i n g t o a n y e x c e p t i o n a l f o r e i g n a i d . 

One t h i n g c l e a r f r o m t h e a b o v e i n f o r m a t i o n i s t h a t 

t h e F i r s t F i v e - Y e a r p l a n w i l l o n l y be t h e f i r s t e f f o r t t o 

r e d u c e b a l a n c e o f p a y m e n t s d e f i c i t and p r o m o t e e x p o r t s i n 

o r d e r t o f i l l t h e g a p , b e t w e e n e x p o r t s and i m p o r t s . 

As s t a t e d i n t h e p l a n t h e e x t e r n a l d e f i c i t i t w o u l d 

r e a c h 2 . 3 a n d 2 . 5 b i l l i o n T . l i r a s i n 1963 and 1964 and 

t h e n d e c l i n e t o 2 . 1 b i l l i o n 1 i r a s b y 1 9 6 7 . ( a d r o p f r o m 4 . 1 

p e r c e n t o f GNP t o 2 . 8 p e r c e n t o f G N P ) . S e e , T a b l e 4 a n d 1 6 . 

O b v i o u s l y t h i s i m p l i e s t h a t a h i g h e r p r o p o r t i o n o f 

i n v e s t m e n t w i l l be f i n a n c e d t h r o u g h d o m e s t i c s a v i n g s . 

A c t u a l l y , 15 p e r c e n t o f GNP w i l l come f r o m d o m e s t i c s o u r c e s 

w h i l e 3 p e r c e n t f r o m f o r e i g n s o u r c e s ( i t was 2 p e r c e n t o f 

GNP i n t h e p e r i o d 1 9 5 0 - 5 9 ) . I t i s a p p a r e n t t h a t t h e p l a n n e r s 

h a v e p u t more w e i g h t o n t h e f o r e i g n s o u r c e s t h a n i n t h e 

l a s t 10 y e a r s . A s a r e s u l t o f t h i s , f o r e i g n s o u r c e s ' s h a r e 

i n t h e g r o s s i n v e s tmen t vi 11 i n c r e a s e f r o m 15 p e r c e n t i n the 

p e r i o d 1 9 5 0 - 5 9 t o 17 p e r c e n t d u r i n g t h e F i r s t F i v e - Y e a r p l a n . 

( 1 ) F i r s t F i v e - Y e a r P l a n , p . 4 5 9 . 
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The F i r s t F i v e - Y e a r p l a n t a k e s some m e a s u r e s w i t h a 

v i e w t o p r o m o t e e x p o r t s , i n c r e a s e i m p o r t s u b s t i t u t i o n and t o 

c r e a t i n g f a v o u r a b l e moves i n i n v i s i b l e i t e m s . 

A - IMPORTS. 

A c c o r d i n g t o t h e F i r s t P l a n i m p o r t s w i l l r i s e f r o m 

£ 5 6 7 m i l l i o n i n 1962 t o 704 m i l l i o n i n 1967 - a 24 p e r c e n t 

i n c r e a s e . H o w e v e r , g i v e n t h e 40 p e r c e n t i n c r e a s e i n GNP 

( 2 ) 

d u r i n g t h e p l a n p e r i o d and h i g h p r o p e n s i t y t o i m p o r t , 

t h e p r o j e c t i o n o f i m p o r t s seems t o be u n d e r e s t i m a t e d . 

The GNP a n d i m p o r t s r o s e a l m o s t a t t h e same r a t e d u r i n g 

t h e p e r i o d 1 9 4 8 - 1 9 6 0 , b u t t h i s p e r i o d c o n t a i n e d t w o 

d i f f e r e n t s t a g e s . W h i l e t h e r e was a n i n v e s t m e n t boom f r o m 
( 3 ) 

1 9 4 8 - 1 9 5 4 i m p o r t s r o s e 4 t i m e s as r a p i d l y as GNP, d u e t o 

t h e i n c r e a s e d i m p o r t s o f c a p i t a l g o o d s . I n t h e s e c o n d p a r t 

o f t h e 1 9 5 0 ' s when i n f l a t i o n a r y c o n d i t i o n s p r e v a i l e d i n t h e 

c o u n t r y and t h e r e was a l a r g e d r o p i n t h e f o r e i g n e x c h a n g e 

r e s e r v e s , t h e G o v e r n m e n t made some s u b s t a n t i a l i m p o r t 

r e s t r i c t i o n s i n a c c o r d a n c e w i t h t h e s t a b i l i z a t i o n p r o g r a m m e 

o f A u g u s t 1 9 5 9 . As a r e s u l t o f t h e s e m e a s u r e s , i m p o r t s d i d 

n o t show any r i s e d e s p i t e t h e f a c t t h a t t h e GN? showed a 

40 p e r c e n t i n c r e a s e . 

( 1 ) F i r s t F i v e - Y e a r P l a n , p . 4 6 0 . 

( 2 ) On t h i s p o i n t , s e e , C h a p t e r I . 

( 3 ) OECD, T u r k e y , M a y , 1 9 6 3 , p . 2 3 . 



T h e r e f o r e , t a k i n g i n t o a c c o u n t p a s t e x p e r i e n c e i n t h e 

r e l a t i o n o f i m p o r t s and n a t i o n a l p r o d u c t , i t seems t o us 

t h a t t h e g r o w t h o f i m p o r t s w i l l e s s e n t i a l l y d e p e n d u p o n t h e 

f o r e i g n t r a d e p o l i c y f o l l o w e d d u r i n g the p l a n p e r i o d . 

The p r o j e c t i o n s o f i m p o r t s h a v e b e e n b a s e d u p o n 

t h e e s t i m a t e s o f t h e r e q u i r e d i n p u t s o f i n v e s t m e n t g o o d s , 

r a w m a t e r i a l s a n d c o n s u m e r g o o d s . I n a l l o f t h e s e , i m p o r t 

s u b s t i t u t i o n has b e e n t a k e n i n t o a c c o u n t and i s e x p e c t e d t o 

show 315 p e r c e n t i n c r e a s e o v e r t h e p l a n p e r i o d . Y e t t h i s 

e x p e c t a t i o n seems an u n r e a l i s t i c one i n v i e w o f t h e f a c t t h a t 

e n o r m o u s i m p o r t s a r e n e e d e d t o c r e a t e t h e s e i m p o r t 

s u b s t i t u t i o n i n d u s t r i e s . 

T a b l e 14 - I m p o r t P r o j e c t i o n s . ( M i l l i o n $ ) 

I m p o r t s 1963 1964 1965 1966 1967 

I n v e s t m e n t g o o d s 241 . 1 2 7 4 . 1 296 . 0 3 3 2 . 5 3 6 3 . 0 

Raw M a t e r i a l s 2 3 4 . 5 2 6 1 . 5 299 . 5 3 2 5 . 0 3 6 3 . 5 

C o n s u m e r Goods 7 1 . 4 76 . 4 84 . 5 8 7 . 4 9 3 . 5 

TOTAL 5 4 7 . 0 6 1 2 . 0 630 . 0 7 4 4 . 9 8 2 0 . 0 

U .S . A g r i c u l t u r a l 
S u r p l u s e s 6 0 . 0 60.0 60 . 0 6 0 . 0 5 0 . 0 

TOTAL 6 0 7 . 0 6 7 2 . 0 740 . 0 8 0 4 . 9 8 7 0 . 0 

I m p o r t S u b s t i t u t i o n . 4 0 . 0 - 4 5 . 0 - 1 1 0 . 0 - 1 3 0 . 0 - 1 6 6 . 0 

T o t a l I m p o r t 
R e q u i r e m e n t s . " 5 6 7 . 0 6 2 7 . 0 6 3 0 . 0 6 7 4 . 9 7 0 4 . 0 

S o u r c e : S . P . O . The F i r s t F i v e - Y e a r P l a n , p . 4 6 8 . 
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I m p o r t p r o j e c t i o n s w e r e e x a m i n e d u n d e r t h r e e m a i n g r o u p s , 

c a p i t a l g o o d s , r a w m a t e r i a l s and c o n s u m e r g o o d s . A f t e r 

g r o s s i m p o r t r e q u i r e m e n t s w e r e c a l c u l a t e d , t h e i m p o r t 

r e p l a c e m e n t v a l u e s w e r e d e d u c t e d f r o m i t . 

D u r i n g t h e F i v e - Y e a r P l a n , i n v e s t m e n t g o o d s a r e 

e x p e c t e d t o r i s e b y 5 0 . 5 p e r c e n t , w h i l e r aw m a t e r i a l s and 

c o n s u m e r goods b y 55 p e r c e n t and 3 0 . 9 p e r c e n t r e s p e c t i v e l y . 

The p r o j e c t i o n s o f i n v e s t m e n t g o o d s and raw m a t e r i a l s h a v e 

b e e n u n d e r e s t i m a t e d c o n s i d e r i n g the f a c t t h a t t h e c o u n t r y 

i s t r y i n g t o e x p a n d and a c c o r d a r a p i d i n d u s t r i a l i s a t i o n . 

On t h e o t h e r h a n d , one c a n e a s i l y o b j e c t t o t h e p r o j e c t i o n 

o f c o n s u m e r goods o n t h e g r o u n d s t h a t i t i s h i g h f o r 

c o n s u m p t i o n g o o d s i n d u s t r i e s a r e h i g h l y p r o g r e s s e d i n t h e 

c o u n t r y . B e s i d e s , t h e i n c l u s i o n o f l u x u r y goods c a n n o t be 

f a v o u r e d . 

The p l a n n e r s h a v e b e e n v e r y o p t i m i s t i c and a m b i t i o u s 

i n s e e i n g a l a r g e s cops i n i m p o r t s u b s t i t u t i o n g o o d s w h i c h 

a r e e x p e c t e d t o i n c r e a s e f r o m $40 m i l l i o n i n 1963 t o 1 6 6 . 0 

m i l l i o n i n 1 9 6 7 . 

O u r doubt s t e m s f r o m w h e t h e r i n so s h o r t a s p a c e o f t i m e 

T u r k e y w i l l be a b l e t o a c h i e v e t h e p r o j e c t e d s u b s t i t u t i o n o f 

d o m e s t i c p r o d u c t s f o r i m p o r t s . 

B - EXPORTS. 

I n r e g a r d t o e x p o r t p r o j e c t i o n s t h e p l a n n e r s h a v e 

e x p e c t e d e x p o r t s t o i n c r e a s e f r o m $ 3 4 7 . 8 "mi 11 i o n i n 1963 t o 
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# 4 5 7 . 2 m i l l i o n i n 1 9 6 7 . See T a b l e , 1 5 . T h i s a m o u n t s t o 

s a y i n g t h a t e x p o r t s w i l l r i s e b y 3 1 . 4 p e r c e n t a g a i n s t 24 

p e r c e n t r i s e i n i m p o r t s o v e r t h e p l a n p e r i o d . 

T h i s r a t e o f g r o w t h i n e x p o r t s ma.y n o t seem t o be an 

e x t r a o r d i n a r y f i g u r e b y i t s e l f , b u t t h e q u e s t i o n w h i c h r e m a i n s 

i s w h e t h e r T u r k e y w i l l be a b l e t o g e t o v e r t h e o b s t a c l e s 

w h i c h w e r e a g a i n s t i t s e x p o r t s d u r i n g t h e l a s t d e c a d e . 

The i t e m s w h i c h a r e e x p e c t e d t o show m o s t r a p i d i n c r e a s e s 

a r e l i v e s t o c k p r o d u c t s ( i n c l u d i n g h u n t i n g and f i s h e r y ) , and 

i n d u s t r i a l p r o d u c t s , t h e f o r m e r b e i n g i n c r e a s e d b y 72 p e r c e n t 

and the l a t t e r a p p r o x i m a t e l y b y 47 p e r c e n t f r o m 1963 t o 1 9 6 7 . 

A g r i c u l t u r a l p r o d u c t s i n g e n e r a l w h i c h r e p r e s e n t 77 p e r c e n t 

o f t h e t o t a l e x p o r t s i n 1 9 6 3 , w i l l d r o p t o 76 p e r c e n t . 

V / h i l e t h e t a r g e t s f o r l i v e s t o c k p r o d u c t s and i n d u s t r i a l 

p r o d u c t s may a p p e a r t o be o p t i m i s t i c , t h e a b s o l u t e m a g n i t u d e 

o f t h e i n c r e a s e i n b o t h g r o u p s i s r a t h e r m o d e s t . 

A c h i e v e m e n t o f t h e p l a n w i l l r e q u i r e a v e r y l a r g e 

e x p o r t s e f f o r t and i t i s e n c o u r a g i n g t o see t h a t t h e 

A u t h o r i t i e s h a v e g i v e n g r e a t e r c o n s i d e r a t i o n t o t h e 

p r o m o t i o n a n d d i v e r s i f i c a t i o n o f e x p o r t s i t e m s . The m e a s u r e s 

i n d i c a t e d i n t h e p l a n , a r e the s t a n d a r d i s a t i o n o f e x p o r t 

c o m m o d i t i e s , t h e c r e a t i o n o f s t o r a g e and p a c k i n g f a c i l i t i e s , 

m a r k e t r e s e a r c h , s a l e s o r g a n i s a t i o n a n d f o r e i g n p u b l i c i t y . 

( 1 ) OECD. T u r k e y , M a y , 1 9 6 3 , p a r i s , p . 2 4 . 
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I n a d d i t i o n t o t h e s e , f i s c a l i n c e n t i v e s f o r e x p o r t e r s h a v e 

b e e n c o v e r e d i n t h e p l a n . 

T a b l e 15 - EXPORTS PROJECTIONS. 

M i l l i o n $ 

1963 1964 1965 1966 1967 

A g r i c u l t u r a l P r o d u c t s . 2 6 9 . 8 2 9 1 . 2 2 9 3 . 0 3 2 9 . 5 3 4 8 . 5 

a) C e r e a l s , p u l s e s and 
f o o d c r o p s 1 7 . 8 1 8 . 2 1 8 . 6 1 9 . 0 1 9 . 4 

b ) F r u i t & V e g e t a b l e s . 3 4 . 2 9 3 . 7 8 6 . 5 1 0 3 . 5 1 0 5 . 4 

c ) I n d u s t r i a l c r o p s and 
f o r e s t r y p r o d u c t s . 1 3 1 . 0 1 3 3 . 2 1 4 6 . 1 1 5 2 . 9 1 6 0 . 7 

d) L i v e s t o c k , h u n t i n g & 
f i s h e r y . 3 6 . 8 41 . 1 4 6 . 3 5 4 . 1 6 3 . 4 

I n d u s t r i a l P r o d u c t s . 5 6 . 0 6 0 . 9 7 1 . 5 7 3 . 4 82 .3 

M i n e & Q u a r r y P r o d u c t s . 22 . 0 2 2 . 2 2 4 . 0 2 4 . 3 2 6 . 0 

T O T A L . 3 4 7 . 8 3 7 4 . 3 3 9 3 . 5 4 2 7 . 2 457 . 2 

S o u r c e : S . P . O . F i r s t F i v e - Y e a r P l a n , p . 4 6 9 . 

A n e x p o r t p o l i c y w h i c h composes a l l o f t h e s e m e a s u r e s 

may be w e l c o m e d , i f t h e y c a n e n s u r e f u l l e x p l o i t a t i o n o f 

T u r k i s h e x p o r t s . B u t one t h i n g w h i c h i s n o t c l e a r i s w h e t h e r 

t h e A u t h o r i t i e s h a v e t a k e n i n t o a c c o u n t t h e s m a l l e l a s t i c i t y 

o f f o r e i g n demand f o r e x p o r t a b l e g o o d s . U n d e r t h a t c o n d i t i o n , 

a n o t i c e a b l e i m p r o v e m e n t i n t h e b a l a n c e o f p a y m e n t s w i l l d e p e n d 

e s s e n t i a l l y o n t h e d e v e l o p m e n t o f new e x p o r t i n d u s t r i e s . 
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R . e l y i n g o n e x p o r t s o f a g r i c u l t u r a l and m i n i n g p r o d u c t s 

w i l l n o t i n c r e a s e f o r e i g n e x c h a n g e e a r n i n g s o f t h e c o u n t r y , 

b e c a u s e t h e f o r m e r w i l l be l a r g e l y d e p e n d e n t o n u n p r e d i c t a b l e 

w e a t h e r c o n d i t i o n s a n d t h e l a t t e r o n t h e c h a n g e s i n t h e 

e c o n o m i c s i t u a t i o n i n i n d u s t r i a l i s e d c o u n t r i e s . 

B a l a n c e o f p a y m e n t s p r o j e c t i o n s show t h a t n e i t h e r t h e 

t r a d e n o r t h e c u r r e n t d e f i c i t w i l l r e c o r d a n y s i g n i f i c a n t 

c h a n g e f r o m 1963 t o 1 9 6 7 . B e c a u s e i m p o r t s as a p r o p o r t i o n 

o f GNP w i l l d e c l i n e f r o m 9 . 4 p e r c e n t i n 1963 t o 8 . 5 p e r c e n t 

i n 1 9 6 7 , t h i s may i m p l y t h a t t h e F i r s t F i v e - Y e a r p l a n i s 

d i r e c t e d t o w a r d s p r o t e c t e d d e v e l o p m e n t o f n a t i o n a l i n d u s t r y . 

H o w e v e r , i n T u r k e y ' s c o n d i t i o n s , a p o l i c y t o p r o t e c t and 

e n c o u r a g e i n t e r n a l i n d u s t r y i s t h e o n l y way o p e n t o h e r 

i n d u s t r i a l g r o w t h . 

One may a l s o a d d t h a t many e f f o r t s t o i m p r o v e and 

e x p a n d e x p o r t s a r e n e e d e d p a r t i c u l a r l y t h r o u g h e s t a b l i s h m e n t 

o f new e x p o r t i n d u s t r i e s . i . e . t e x t i l e , s u g a r , f i s h i n g , 

p e t r o l e u m and o l i v e o i l 

C - - I N V I S I B L E S . 

T o u r i s m , among t h e i n v i s i b l e : i t e m s , has r e c e i v e d t h e 

l a r g e s t a t t e n t i o n i n t h e p l a n . The p r o j e c t e d r e c e i p t 

f r o m t o u r i s m w i l l r i s e f r o m $ 13 m i l l i o n t o $ 48 m i l l i o n 

a t t h e e n d o f t h e p l a n ( a 269 p e r c e n t i n c r e a s e o v e r 5 y e a r s ) . 

The r a t e o f g r o w t h o f t o u r i s t r e c e i p t s ( 5 3 p e r c e n t p e r annum 
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i s q u i t e e x c e s s i v e , b u t as t h e e x p e r i e n c e o f o t h e r c o u n t r i e s 

has a l r e a d y s h o w n , t h i s s e c t o r c a n be e x t r e m e l y d y n a m i c . 

A c t u a l l y , i t i s s u r p r i s i n g t o n o t i c e n e t i n v i s i b l e s 

( o t h e r t h a n i n t e r e s t p a y m e n t s ) showed a d e f i c i t o f $ 1 3 m i l l i o n 

a n d $25 m i l l i o n i n 1963 and 1 9 6 4 . I n T u r k e y t h e r e i s a l a r g e 

u n e x p l o i t e d p o t e n t i a l g i v e n t h e m a r k e d g r o w t h o f E u r o p e a n 

t o u r i s m . I n 1 9 6 3 , n o t i c e a b l e p r o g r e s s was made i n t h e 

c o n s t r u c t i o n o f h o t e l a c c o m o d a t i o n ^ ^ b u t , t h i s was n o t 

s a t i s f a c t o r y t o e x p l o i t t h i s i n d u s t r y w h i c h shows v e r y 

p r o m i s i n g p r o s p e c t s i n t h e p l a n p e r i o d . 

T o u r i s m e x p e n d i t u r e s a c c o r d i n g t o t h e p l a n w i l l r i s e 

12) 

f r o m $20 m i l l i o n i n 1963 t o $28 m i l l i o n i n 1967* B u t t h e 

l e v e l o f i n v e s t m e n t i n t o u r i s m i s n o t k e p t a t a l e v e l t o 

a c h i e v e t h e p r o j e c t e d r e v e n u e f r o m i t . A m u c h h i g h e r l e v e l 

o f i n v e s t m e n t s i n t o u r i s m and p u b l i c i t y c a m p a i g n s a b r o a d 

w o u l d be n e e d e d . 
A l s o t h e n u m b e r o f w o r k e r s gone t o E u r o p e has 

( 3 ) 

r e a c h e d a s i g n i f i c a n t l e v e l . Some m e a s u r e s w e r e t a k e n t o 

a t t r a c t t h e i r r e m i t t a n c e s , b u t t h e s e m e a s u r e s h a v e n o t shown 

a s i g n i f i c a n t e f f e c t so f a r . One may t h i n k t h a t e x i s t i n g 

r e g u l a t i o n s a r e n o t o f t h e k i n d t o a t t r a c t t h e s e f o r e i g n 

c u r r e n c y e a r n i n g s t o o f f i c i a l c h a n n e l s . B e a r i n g i n m i n d t h e 

c r i t i c a l p o s i t i o n o f t h e b a l a n c e o f p a y m e n t s i t i s q u i t e 

n e c e s s a r y t o r e v i e w t h e s e r e g u l a t i o n s . 

( 1 ) OECD, T u r k e y , A u g u s t , 1 9 6 4 , p . 3 5 . 
( 2 ) S e e , F i r s t F i v e - Y e a r P l a n , p . 4 6 9 . 
( 3 ) The n u m b e r o f W o r k e r s i n E u r o p e i n 1 9 6 4 . w a s 1 0 9 . 165. . : . 
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D - FOREIGN D E B T . 

The T u r k e y ' s d e b t i n f o r e i g n c u r r e n c i e s i s a b o u t 
( 1 ) 

# l b i l l i o n o f w h i c h # 5 6 7 m i l l i o n w i l l f a l l t o t h e F i r s t F i v e 

Y e a r P l a n . B u t , i f t h e i n t e r e s t p a y m e n t s o n d e b t ( $ 9 9 m i l l i o n ) 

be added t o t h i s f i g u r e , T u r k e y s f o r e i g n d e b t o b l i g a t i o n s 

amount t o 666 m i l l i o n d o l l a r s . ( S e e , T a b l e 16) The f o r e i g n 

d e b t t o be r e p a i d , i n c l u d i n g p r i n c i p a l and i n t e r e s t , a m o u n t e d 

t o # 1 1 4 m i l l i o n i n 1963 a n d t o #110 m i l l i o n i n 1 9 6 4 . ( 2 ) 

The t e r m s and c o n d i t i o n s o f f o r e i g n a i d h a v e g r e a t 

i m p o r t a n c e i n t h e c a s e o f T u r k e y . F i r s t l y , a g r e a t p r o p o r t i o n 

o f a i d a r e t i e d t o d e l i v e r i e s f r o m t h e d o n o r c o u n t r y w h i c h , 

b e y o n d a c e r t a i n p o i n t , t h i s r e s u l t s i n d i s t o r t i o n s o f t h e 
( 3 ) 

p a t t e r n o f i m p o r t s , arid n h i g h e r c o s t s . A l s o g i v e n t h e f a c t 

t h a t a l a r g e p a r t o f f o r e i g n a i d a r e t i e d t o s p e c i f i c 

p r o j e c t s t h i s c r e a t e s a d i f f i c u l t y i n p r o g r a m m i n g i m p o r t s o f 

r a w m a t e r i a l s , s p a r e p a r t s and e t c . . . T h i r d l y , some o f t h e 

f o r e i g n a i d r e c e i v e d f r o m I n t e r n a t ional e c o n o m i c o r g a n i s a t i o n s 

( i . e . t h e E u r o p e a n F u n d , I M F . ) a r e r a t h e r s h o r t t e r m w h i c h 

a r e n o t a p p r o p r i a t e f o r f i n a n c i n g e c o n o m i c d e v e l o p m e n t . 

T h e r e f o r e , h i g h r a t e s o f i n t e r e s t and u n f a v o u r a b l e 

r e p a y m e n t p e r i o d s o f t h e s e a i d s w o u l d n a t u r a l l y e x e r t a 

h e a v y b u r d e n o n t h e economy i f T u r k e y ' s c u r r e n t b a l a n c e o f 

p a y m e n t s i s n o t i m p r o v e d s u b s t a n t i a l l y . 
( 1 ) O E C D , T u r k e y , M a y 1 9 6 3 , p . 2 5 . 
( 2 ) S e e . O E C D , T u r k e y , A u g u s t 1 9 6 4 , p . 2 4 . T a b l e 8 . T h e f i g u r e f o r 196 

i s a f o r e c a s t . 
( 3 ) O E C D . I b i d , p . 4 0 . 
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A c c o r d i n g t o t h e f i g u r e s o f 1963 t h e d e f i c i t i n t h e 

t r a d e b a l a n c e e x c e e d e d i t s r e v i s e d e s t i m a t e d b y $ 5 0 m i l l i o n 

due t o i n c r e a s e i n i m p o r t s ( r e v i s e d e s t i m a t e as $ 2 6 9 m i l l i o n 

and a c t u a l f i g u r e as $ 3 1 9 . 5 ) ^ ^ B u t t h e d e f i c i t i n t h e 

" i n v i s i b l e s " showed a m a r k e d d e c r e a s e c o m p a r e d w i t h i t s 

1963 p r o j e c t i o n . The d e f i c i t i n t h e i n v i s i b l e s d r o p p e d f r o m 

$ 6 7 m i l l i o n t o $ 9 m i l l i o n w h i c h r e s u l t e d p a r t l y f r o m a 

d e c r e a s e i n t h e t r a n s f e r o f p r o f i t s o f t h e p r i v a t e f o r e i g n 

( 2 ) 

c a p i t a l and p a r t l y f r o m t h e i t e m c a l l e d " o t h e r i n v i s i b l e s " 

H o w e v e r t h e r e has n o t b e e n a n y s i g n i f i c a n t c h a n g e i n t h e 

t o u r i s m r e v e n u e s i n 1963 as c o m p a r e d w i t h t h e p r e v i o u s y e a r . 

W h i l e T u r k e y w i l l be i n n e e d o f s u b s t a n t i a l i n f l o w o f 

( 3 ) 

f o r e i g n a i d d u r i n g t h e p l a n p e r i o d t o i n c r e a s e p r o d u c t i v e 

i n v e s t m e n t a n d t o k e e p i t a t a s u f f i c i e n t l e v e l , and t o 

r e d u c e t h e b a l a n c e o f p a y m e n t s d e f i c i t , i t m u s t h o w e v e r , b e 

r e a l i s e d t h a t u n f a v o u r a b l e i n f l o w o f f o r e i g n a i d ( w i t h 

d e f i c i e n c e s we h a v e m e n t i o n e d a b o v e ) m u s t be a v o i d e d . 

V - SOCIAL TARGETS OF THE DEVELOPlviENT PLAN 

The p l a n s t a t e s , " t h e e c o n o m i c d e v e l o p m e n t o f T u r k e y , 

as s t a t e d i n t h e p l a n s t r a t e g y , w i l l f o l l o w a c o u r s e c o m p a t i b l 

w i t h t h e p r i n c i p l e s o f s o c i a l j u s t i c e . The m o s t i m p o r t a n t 

p r i n c i p l e s g o v e r n i n g d e v e l o p m e n t t a r g e t s a r e the a t t a i n m e n t 

o f a n a d e q u a t e s t a n d a r d o f l i v i n g f o r t h e p e o j o l e , s o c i a l 
( 1 ) P l a n n i n g i n T u r k e y , S P O , N o . 2 , A n k a r a 1 9 6 4 , p p . 1 7 , 1 8 . 
( 2 ) I b i d , p . 1 8 . 

( 3 ) The g r a n t s and c r e d i t s r e c e i v e d f r o m t h e c o n s o r t i u m i n 196 
r e a c h e d $ 1 7 6 . 9 m i l l i o n . I b i d , p . 1 7 . 
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s e c u r i t y and f a i r d i s t r i b u t i o n o f i n c o m e and e q u a l i t y o f 

o p p o r t u n i t y i n t h e w i d e s t s ense o f t h e t e r m . I n o t h e r w o r d s 

t h e b a s i c c o n c e p t o f d e v e l o p m e n t i s t o p r o v i d e as l a r g e a 

p r o p o r t i o n o f t h e p o p u l a t i o n as p o s s i b l e w i t h h i g h e r s t a n d a r d s 

o f l i v i n g and w i t h s o c i a l s e c u r i t y " 

T h e r e f o r e i t i s w e l l r e c o g n i s e d t h a t t h e F i r s t F i v e -

Y e a r s w i l l be a. b a se f o r t h e a c h i e v e m e n t o f l o n g - t e r m s o c i a l 

o b j e c t i v e s . 

( 1 ) F i r s t F i v e - Y e a r D e v e l o p m e n t P l a n , p . 4 3 . 
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PART 111 



CHAPTER y . 

THE PATTERN OF INVESTMENTS AND RESOURCE 

A L L O C A T I O N . 
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I - GENERAL APPROACH. 

I t i s s t a t e d i n t h e F i r s t F i v e - Y e a r p l a n t h a t 

" T h e T u r k i s h Economy i s a m i x e d economy w h e r e p u b l i c and 

p r i v a t e s e c t o r s f u n c t i o n s i d e b y s i d e " . The m a i n o b j e c t i v e 

o f t h e d e v e l o p m e n t p o l i c y i s t o a t t a i n a b a l a n c e d r a t e o f 

g r o w t h o f 7 p e r c e n t a n d t o a c h i e v e a j u s t d i s t r i b u t i o n o f 

b e n e f i t s r e s u l t i n g f r o m t h e s a c r i f i c e s r e q u i r e d f o r 

d e v e l o p m e n t . I t i s a l s o s a i d t h a t t h e p u b l i c and p r i v a t e 

s e c t o r s h a v e b e e n t a k e n i n t o c o n s i d e r a t i o n as the t w o 

c o m p o n e n t p a r t s o f a w h o l e , a.nd n o t as two s e p a r a t e s e c t o r s 

w i t h c l a s h i n g i n t e r e s t s . 

I n f o r m u l a t i n g t o t a l i n v e s t m e n t p r o j e c t s , s p e c i a l 

a t t e n t i o n has b e e n p a i d t o i n d i c a t e t h e i n v e s t m e n t s t o be 

made i n e a c h s e c t o r b y b o t h t h e s t a t e and p r i v a t e e n t e r p r i s e . 

The i n v e s t m e n t t a r g e t s and p r o j e c t s w i l l be shown i n t h e 

a n n u a l p r o g r a m m e s . I n t h e t e c h n i q u e o f p l a n n i n g t h e m i n i m u m 

v o l u m e o f p r i v a t e i n v e s t m e n t r e q u i r e d i n e a c h s e c t o r has b e e n 

s p e c i f i e d a c c o r d i n g l y . I t i s c l e a r t h a t t h i s w i l l e n a b l e t h e 

p l a n n e r s t o r e a j u s t t h e p u b l i c s e c t o r i n t h e l i g h t o f t h e 

i n v e s t m e n t s t o be made b y thae p r i v a t e s e c t o r . 

I n o r d e r t o a v o i d t h e c o l l a p s e o f t h e p l a n ' s 

t a r g e t s , t h e s t a t e o r p u b l i c e n t e r p r i s e s w i l l c o r r e c t t h e i r 

i n v e s t m e n t p r o g r a m m e s t o e n s x i r e t h e f u l f i l l m e n t o f t h o s e 

t a r g e t s , i f t h e p r i v a t e s e c t o r d o e s n o t i n v e s t i n a f i e l d 
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w h i c h i s n e c e s s a r y f r o m t h e s t a n d p o i n t o f p l a n n i n g . P u b l i c 

e n t e r p r i s e has p l a y e d a d o m i n a . n t r o l e i n t h i s r e s p e c t . 

The e s t a b l i s h m e n t o f m i x e d e n t e r p r i s e s h a s b e e n 

r u l e d o u t b e c a u s e t h e y a r e assumed t o be a v / a s t e f u l a n d 

u n e c o n o m i c u s e o f p u b l i c r e s o u r c e s . H o w e v e r t h e o n l y 

e x c e p t i o n s t o t h i s a r e t h e m o b i l i z i n g p r i v a t e s a v i n g s and t h e 

e n c o u r a g e m e n t o f f o r e i g n c a p i t a l . 

The m i x e d economy a p p r o a c h has b e e n r e g a r d e d as 

t h e m a i n p r i n c i p l e s and i t s " r u l e s o f t h e game" w i l l be 
( 2 ) 

o b s e r v e d . G i v e n t h e weak c h a r a c t e r o f p r i v a t e i n i t i a t i v e , 

m o r e t h a n h a l f o f t o t a l i n v e s t m e n t s w i l l be u n d e r t a k e n b y 

t h e p u b l i c s e c t o r w h i c h i s b e l i e v e d t o be j u s t i f i a b l e . B u t 

i t m u s t be b o r n e i n m i n d t h a t a n e x t r e m e e x p a n s i o n o f t h i s 

s e c t o r m i g h t d i s c o u r a g e p r i v a t e i n i t i a t i v e and d i s o r t t h e 

e c o n o m i c s t r u c t u r e o f t h e c o u n t r y . T h i s p o i n t w i l l be 

d e a l t w i t h i n t h e r e l e v a n t s e c t i o n o f t h i s c h a p t e r . 
I I - MIXED ECONOMY 

E a r l i e r i n t h i s c h a p t e r we h a v e s a i d t h a t t h e 

T u r k i s h e conomy c o n s i s t s o f p u b l i c a n d p r i v a t e e n t e r p r i s e s 

w i t h b o t h f u n c t i o n i n g s i d e b y s i d e . 

The s h a r e o f p t i b l i c i n v e s t m e n t i n t o t a l i n v e s t m e n t 

has shown a c o n s i d e r a b l e c h a n g e c o m p a r e d w i t h 1 9 5 0 . The 

( 1 ) F i r s t F i v e - Y e a r p l a n 1 9 6 3 - 1 9 6 7 , S . P . O . p p . 5 5 - 5 6 

( 2 ) OECD, T u r k e y , M a y , 1 9 6 3 , p a r i s , p , 1 3 . 



1 6 4 . 

p e r c e n t a g e o f p u b l i c t o t o t a l i n v e s t m e n t was 36 p e r c e n t i n 

1950 a n d i t r o s e t o 55 p e r c e n t i n 1 9 6 0 . ^ ^ The m a i n r e a s o n 

f o r s u c h a s h a r p r i s e was an i n c r e a s e o f i n v e s t m e n t i n 

p u b l i c a n d b a s i c s e r v i c e s . The s h a r e o f p r o d u c t i v e 

i n v e s t m e n t , i n f a c t , v/as n e g l i g i b l e . 

I n v e s t m e n t d e v o t e d t o t h e g e n e r a l and a n n e x e d 

b u d g e t s and t h e S . E . E . and p r i v a t e e n t e r p r i s e c a n be s e e n 

i n t h e T a b l e 1 . The g e n e r a l b u d g e t c o n s t i t u t e d 66 p e r 

c e n t o f t o t a l p u b l i c i n v e s t m e n t ( o n t h e a v e r a g e ) w h i l e t h e 

S . E . E . a m o u n t e d t o 34 p e r c e n t d u r i n g t h e p e r i o d 1 9 5 0 - 1 9 6 0 . 

The p r i v a t e s e c t o r , o n t h e o t h e r h a n d , l o s t i t s s h a r e i n t h e 

t o t a l o f i n v e s t m e n t s and d e c l i n e d f r o m 64 p e r c e n t i n 1950 

t o 45 p e r c e n t i n 1 9 6 0 . 

T a b l e 1 - The P e r c e n t a g e D i s t r i b u t i o n o f T o t a l I n v e s t m e n t 

B e t w e e n 1 9 5 9 - 1 9 6 1 . 

1959 1960 1961 

G e n e r a l and A n n e x e d 
B u d g e t s . 2 7 . 9 2 9 . 5 3 7 . 1 

S t a t e E c o n o m i c 
E n t e r p r i s e s 1 9 . 5 2 0 . 3 1 6 . 9 

L o c a l A d m i n i s t r a t i o n s 3 . 3 4 . 9 5 . 3 

P r i v a t e S e c t o r 4 9 . 3 4 5 . 3 4 0 . 7 

1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 

S o u r c e : F i r s t F i v e - Y e a r P l a n , S P O , p . 6 5 . 

( 1 ) F i r s t F i v e - Y e a r P l a n , p . 6 5 . 
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The i n v e s t m e n t made b y t h e S . E . E . i s r a t h e r l o w 

c o m p a r e d w i t h o t h e r i n v e s t m e n t g r o u p s and c o m p a r e d w i t h some 

W e s t e r n E u r o p e a n c o u n t r i e s . The s h a r e o f S . E . E . i n v e s t m e n t 

i n t h e t o t a l r o s e b y 4 . 1 p e r c e n t f r o m 1959 t o 1 9 6 0 , w h i l e 

i t d r o p p e d b y 20 p e r c e n t i n 1 9 6 1 . The a v e r a g e p e r c e n t a g e 

o f i n v e s t m e n t b y t h e S . E . E . s t o o d a t 1 8 . 9 ( 1 9 ) p e r c e n t f o r 

t h e t h r e e y e a r s p r i o r t o t h e F i r s t P l a n . I n 1957 t h i s r a t i o 

v/as 32 p e r c e n t i n t h e U . K . , 25 p e r c e n t i n F r a n c e , and 

27 p e r c e n t i n I t a l y . I f we e x c l u d e t h e S t a t e P . a i l w a y s 

and t h e P . T . T . f r o m t h e s t a t u s o f S . E . E , (v/hose a c t i v i t i e s 

a r e i n g e n e r a l c o n s i d e r e d as p u b l i c s e r v i c e s ) t h e r a t i o o f t h e 

p r o d u c t i v e i n v e s t m e n t o f t h e p u b l i c e n t e r p r i s e s i s s t i l l 

s t r i k i n g l y l o w e r . 

The m a i n f i e l d s i n w h i c h S . E . E . a r e e n g a g e d a r e 

( 2 ) 

m a n u f a c t u r i n g , m i n i n g , e n e r g y and b a n k i n g . ' W h i l e t h e 

p r i v a t e s e c t o r p r e d o m i n a t e s i n t h e t r a d i t i o n a l f i e l d s , 

p \ i b l i c e n t e r p r i s e has t h e l e a d i n g r o l e i n a c t i v i t i e s w h i c h 

r e q u i r e l a r g e amount o f c a p i t a l and n o d e r n a d m i n i s t r a t i o n 

t e c h n i q u e s . 

I n a g r i c u l t u r e p r i v a t e e n t e r p r i s e has t h e 

l a r g e s t s c o p e i n t h e f o r m o f s m a l l h o l d i n g s , w h i l e o n l y 

1 p e r c e n t o f a g r i c u l t u r a l i n c o m e i s c r e a t e d b y t h e s t a t e 

f a i m s and o t h e r p u b l i c e n t e r p r i s e s . 

( 1 ) F i r s t F i v e - Y e a r P l a n , p . 6 5 

( 2 ) I b i d , p p . 6 6 , 6 7 
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I n i n d u s t r y t h e p r i v a t e s e c t o r p r o d x i c e s 51 p e r c e n t 

o f t h e n e t o u t p u t . ( v a l u e a d d e d ) The c e m e n t i n d u s t r y i s 

more o r l e s s i n t h e hands o f p r i v a t e and m i x e d e n t e r p r i s e s , 

w h i l e t h e p a p e r i n d u s t r y i s m a i n l y a t t a c h e d t o t h e S t a t e . 

M i n i n g c o n t r i b u t e s 2 p e r c e n t o f t h e N a t i o n a l I n c o m e , a n d t h a t 

p a r t o f m i n i n g w h i c h i s u n d e r t h e c o n t r o l o f t h e S t a t e 

e n t e r p r i s e s a c c o u n t s f o r t h r e e f o u r t h s o f t o t a l m i n i n g p r o d u c ­

t i o n . P r i v a t e e n t e r p r i s e s p r e d o m i n a t e i n t h e t e x t i l e i n d u s t r y , 

w h i l e e n e r g y and h y d r o - e l e c t r i c e s t a b l i s h m e n t s a r e a l m o s t a l l 

i n t h e h a n d s o f t h e S t a t e . 

The l a r g e s t p r o p o r t i o n i n t h e s p h e r e o f c o . r - m e r c i a l 

a c t i v i t y and c o n s t r u c t i o n i s d e v o t e d t o p r i v a t e s e c t o r , and 

i t s s h a r e i n b o t h s e c t o r s a m o u n t s t o 90 p e r c e n t . T h i s 

f i g u r e s t ems f r o m t h e f a c t t h a t i n m o s t c a s e s , s t a t e p r o j e c t s 

a r e u n d e r t a k e n b y p r i v a t e e n t e r p r i s e . The t r a d e o p e r a t i o n 

o f p u b l i c s e c t o r i s l e f t t o a f e w b i g s t a t e e n t e r p r i s e s 

s u c h as t h e S o i l P r o d u c t s O f f i c e , A g g r i c u l t u r a l S u p p l i e s , 

( 2 ) 
t h e P e t r o l e u m O f f i c e and S U m e r b a n k . 

The a r e a o f i n d u s t r y i n w h i c h p r i v a t e e n t e r p r i s e 

i s mo s t a c t i v e i s t e x t i l e s . The v a l u e a d d e d i n t h i s f i e l d 

c o n s t i t u t e d 35 p e r c e n t o f t h e i n c o m e c r e a t e d b y p r i v a t e 

m a n u f a c t u r i n g i n d u s t r y i n 1 9 6 0 . O t h e r f i e l d s i n w h i c h t h e 

p r i v a t e s e c t o r i s a c t i v e , a r e f o o d , c h e m i c a l p r o d u c t s , and 

e a r t h e n w a r e i n d u s t r i e s . I n t h e same y e a r t h e s e f o u r s e c t o r s 

( 1 ) F i r s t F i v e - Y e a r P l a n , p . 6 6 

( 2 ) I b i d , p . 6 6 . 



167 

p r o v i d e d 72 p e r c e n t o f t h e i n c o m e c r e a t e d b y p r i v a t e 

i n d u s t r i a l e n t e r p r i s e s . ^ ' 

I l l - INVESTMENT P O L I C Y . 

I n o r d e r t o a c h i e v e a 7 p e r c e n t r a t e o f g r o w t h i n 

t h e n a t i o n a l i n c o m e , 18 p e r c e n t o f t h e G r o s s N a t i o n a l p r o d u c t 

h a s t o be i n v e s t e d . The a n n u a l r a t e o f g r o w t h i s an 

a v e r a g e f i g u r e and c a n n a t u r a l l y move a b o v e o r b e l o w 

7 p e r c e n t . S i m i l a r l y i n v e s t m e n t w h i c h i s 18 p e r c e n t o f 

t h e G r o s s N a t i o n a l p r o d u c t i s an a v e r a g e f o r t h e F i r s t F i v e -

Y e a r p l a n a n d w i l l i n c r e a s e t o 1 9 . 3 p e r c e n t i n 1967 and t o 

2 1 p e r c e n t i n 1 9 7 7 . ( 2 ) 

D u r i n g t h e l a s t d e c a d e on a v e r a g e , 1 3 . 7 p e r c e n t 

o f t h e GNP was d e v o t e d t o i n v e s t m e n t . The p l a n n e r s have 

d e c i d e d t o i n c r e a s e t h i s r a t e u p t o 18 p e r c e n t i n t h e 

F i r s t F i v e - Y e a r p l a n and t r i e d t o p r o v i d e t h e n e c e s s a r y 

r e s o u r c e s t o f i n a n c e i t t h r o u g h d o m e s t i c a n d e x t e r n a l m e a n s . 

I t i s e s t i m a t e d t h a t 15 p e r c e n t o f t h e GNP w i l l come f r o m 

d o m e s t i c s o u r c e s w i t h t h e r e m a i n i n g 3 p e r c e n t f r o m f o r e i g n 

( 3 ) 

s o u r c e s . T h i s l a t t e r f i g u r e was 2 p e r c e n t o v e r t h e l a s t 

d e c a d e . As a r e s u l t o f t h i s , f o r e i g n s o u r c e s ' s h a r e i n g r o s s 

i n v e s t m e n t w i l l i n c r e a s e f r o m 15 p e r c e n t i n t h e p e r i o d 1 9 5 0 -

59 t o 17 p e r c e n t i n t h e p l a n p e r i o d . 

( 1 ) I b i d , p . 6 7 

( 2 ) F i r s t F i v e - Y e a r p l a n , p . 3 3 . 
( 3 ) The e x e c u t i o n o f t h e p l a n w i l l r e q u i r e e x t e r n a l f i n a n c i n g 

t o t h e e x t e n t o f $ 1 . 8 b i l l i o n d u r i n g t h e 1 9 6 3 - 1 9 6 7 p e r i o d , 
OECD, T u r k e y , M a y , 1 9 6 3 , p a r i s , p . 5 0 . 



168 

C o n s i d e r i n g t h e r e c o r d e d t r e n d i n i n v e s t m e n t 

r a t e a f t e r 1958 (See T a b l e 2 ) , i t i s p o s s i b l e t o see t h a t 

t h e t a r g e t s e t f o r i t b y t h e p l a n n e r s shows no l a r g e 

d e v i a t i o n f r o m p a s t e x p e r i e n c e . A c t u a l l y , a f t e r 1958 

c a p i t a l a c c u m u l a t i o n r o s e c o n s i d e r a b l y , and i n v e s t m e n t s , 

w h i c h c o n s t i t u t e d 14 p e r c e n t o f t h e GNP i n 1958 i n c r e a s e d 

t o 1 5 . 6 p e r c e n t i n 1959 a n d 16 p e r c e n t i n 1 9 6 0 . T h e r e f o r e , 

one c a n c o n c l u d e t h a t t h e p l a n n e r s h a v e b e e n i n f l u e n c e d b y 

t h e r e c e n t i n c r e a s e s i n t h e r a t e o f i n v e s t m e n t i n s t e a d o f 

t a k i n g i n t o a c c o u n t t h e f a c t t h a t t h e c o u n t r y ' s d o m e s t i c 

r e s o u r c e s c o u l d a c h i e v e a r e a l i n c r e a s e t h r o u g h a r e f o r m i n 

f i n a n c i a l p o l i c y w h i c h i s c o n s i d e r a b l y n e g l e c t e d a t p r e s e n t . 

A c o m p a r i s o n w i t h some o t h e r u n d e r d e v e l o p e d c o u n t r i e s 

w i l l i n d i c a t e t h a t t h e r a t e o f i n v e s t m e n t i n T u r k e y i s l o w e r 

t h a n i n many o f t h e m . (See T a b l e 3) 
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A r a t h e r l o w l e v e l o f i n v e s t m e n t i n t h e p a s t has b e e n 

due n o t o n l y t o t h e p a u c i t y o f i n v e s t m e n t o p p o r t u n i t i e s , 

b u t a l s o t o t h e l a c k o f an e n t r e p r e n e u r i a l s p i r i t a n d t o 

t h e a b s e n c e o f a p p r o p r i a t e i n s t i t u t i o n s f o r a. c a p i t a l 

m a r k e t . A r e l a t e d d i f f i c u l t y i n s a v i n g s h a s n o t o n l y 

b e e n t h a t s a v i n g s w e r e l o w , b u t t h a t t h i s was o w i n g t o t h e 

t r a d i t i o n a l p r e f e r e n c e among t h e w e a l t h i e r g r o u p s f o r 

s p e n d i n g t h e i r i n c o m e i n u n p r o d u c t i v e i n v e s t m e n t s ( o r 

l u x u r y c o n s u m p t i o n ) w h i c h d i d n o t a d d t o o much t o o u t p u t . 

L i k e m o s t u n d e r d e v e l o p e d c o u n t r i e s , T u r k e y was l a c k i n g i n 

a c a p i t a l g o o d s i n d u s t r y o f a n y s i g n i f i c a n t s i z e , and t h e r e ­

f o r e , h e a v i l y d e p e n d e n t u p o n i m p o r t e d s u p p l i e s . The 

c a p a c i t y t o i m p o r t c a p i t a l g o o d s f o r i n v e s t m e n t p u r p o s e s 

was h i n d e r e d b y t h e a c u t e f o r e i g n e x c h a n g e d i f f i c u l t i e s 

w h i c h t h e c o u n t r y e x p e r i e n c e d a f t e r 1 9 5 4 . The s t r o n g e s t 

i n f l a t i o n t h e c o u n t r y f a c e d i n t h e s u b s e q u e n t y e a r s 

a g g r a v a t e d t h e f o r e i g n e x c h a n g e s i t u a t i o n e v e n m o r e . A s 

a r e s u l t o f t h i s , i t a p p e a r e d t h a t i n v e s t m e n t r e q u i r i n g 

i m p o r t e d c a p i t a l goods w e r e s u b s t a n t i a l l y r e d u c e d . T h i s 

p o s i t i o n l e d t h e c o u n t r y t o i n v e s t m e n t s i n c o n s t r u c t i o n 

and h o u s i n g w h i c h w e r e p e r m i t t e d t o e x p a n d due t o t h e 

d o m e s t i c p r o d u c t i o n o f c e m e n t . 

H o w e v e r , t h e F i r s t F i v e - Y e a r p l a n has f o u n d a 

r e m e d y t o t h e f o r e i g n e x c h a n g e d i f f i c u l t i e s and t h e i s s u e 

o f d i r e c t i n g i n v e s t m e n t s t o m o s t l y p r o d u c t i v e f i e l d s . The 
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f i r s t p r o b l e m w i l l be s o l v e d by f o r e i g n a i d e n s u r e d t h r o u g h 

the c o n s o r t i u m , and the l a t t e r by the m e a s u r e s n e c e s s a r y 

to c u r t a i l i n v e s t m e n t i n c o n s t r u c t i o n and l u x u r y h o u s i n g 

( i . e . t h r o u g h t a x and c r e d i t p o l i c i e s - i n t r o d u c t i o n of 

i n v e s t m e n t t a x a l l o w a n c e s , and a b o l i t i o n of t h e p r e s e n t 

10 y e a r t a x h o l i d a y f o r new b u i l d i n g s ) ^ ^ 

The scope of the p r i v a t e s e c t o r w h i c h r e c e i v e d 7 9 . 6 

p e r c e n t o f the G r o s s Nat i o n a l produc t i n 1 9 6 2 , w i l l 

g r a d u a l l y d e c l i n e toward the end of the p l a n p e r i o d . The 

p l a n h a s b e e n b a s e d on the a s s u m p t i o n t h a t 7 5 . 7 p e r c e n t 

of t o t a l r e s o u r c e s w i l l be i n the h a n d s of the p r i v a t e 

s e c t o r i n 1 9 6 7 . 

( i ) What i s meant by t h i s i s t h a t d u r i n g the p l a n 

p e r i o d p r i v a t e e n t e r p r i s e and i n d i v i d u a l s w i l l be e n t i t l e d 

to a s m a l l e r s h a r e of the GNP e i t h e r t h r o u g h c o n s u m p t i o n 

o r i n v e s t m e n t e x p e n d i t u r e s . T h i s i s the r e s u l t of an 

e f f o r t to i n c r e a s e the r a t e of c a p i t a l a c c u m u l a t i o n a n d , 

as i s s t r e s s e d i n the p l a n , i t i s f e l t t h a t t h i s c a n b e s t 

be a c h i e v e d b y t h e p u b l i c s e c t o r ' s d i r e c t i o n of the u s e 

o f n a t i o n a l r e s o u r c e s . 

( i i ) The s t a t e w i l l impose d i r e c t and i n d i r e c t t a x e s 

upon t a x p a y e r s a n d , t h r o u g h i t s S . E . S , i t w i l l f o r c e 

c o n s u m e r s t o p a y much h i g h e r p r i c e s t h a n b e f o r e f o r the 

p r o d u c t s of the S . E . E a n d , t h u s , by t h i s a c t i o n i t w i l l 

( 1 ) S e e , OECD, T u r k e y , May, 1 9 6 3 , p p . 2 2 & 4 1 . 
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be a b l e to c o l l e c t the r e q u i r e d r e s o u r c e s f o r f i n a n c i n g 

economic d e v e l o p m e n t . 

The m a i n i d e a b e h i n d a l l of t h e s e i s t h a t the p u b l i c 

s e c t o r i s s t r o n g enough i n a l l o c a t i n g t h e s e r e s o u r c e s f o r 

p r o d u c t i v e i n v e s t m e n t p u r p o s e s r a t h e r t h a n o t h e r e x p e n d i t u r e s 

w h i c h a r e n o t d i r e c t l y l i n k e d to economic d e v e l o p m e n t . 

C o n s e q u e n t l y the S t a t e w i l l p r o v i d e a l a r g e volume of 

i n v e s t m e n t s t h r o u g h d o m e s t i c s a v i n g s . ^ ' 

H o w e v e r , t h i s p o l i c y w i l l o b v i o u s l y i n v i t e some 

s e r i o u s p r o b l e m s ; t h a t of w h e t h e r the t o t a l volume o f 

i n v e s t m e n t s w i l l r i s e f a s t e r than b e f o r e b y t h i s t r a n s f e r 

of s o u r c e s f rom the p r i v a t e to the p u b l i c s e c t o r . The 

q u e s t i o n w h i c h a r i s e s h e r e i s t h a t of how f a r the c a p i t a l 

a c c u m u l a t i o n p r o c e s s wou ld be a c c e l e r a t e d by l i m i t i n g 

the s c o p e of the p r i v a t e s e c t o r ' s i n v e s t m e n t s . 

I V - INVESTMENT D I S T R I B U T I O N AND SECTORAL A N A L Y S I S . 

I t w i l l be a p p r o p r i a t e to examine i n v e s t m e n t s from 

the p o i n t s of v i e w of t h o s e v a r i o u s s e c t o r s and a g e n c i e s 

w h i c h u n d e r t a k e t h e s e i n v e s t m e n t s . 

The t o t a l p u b l i c and p r i v a t e i n v e s t m e n t s i n the 

F i r s t F i v e - Y e a r p l a n w o u l d amount to 5 9 . 6 5 m i l l i o n T u r k i s h 

l i r a s i n o r d e r to a c h i e v e a n a v e r a g e r a t e of g r o w t h of 

( J ) I n o t h e r words the S t a t e w i l l p u r s u e a n " E t a t i s t p o l i c y " 
i n the s p h e r e of c a p i t a l a c c u m u l a t i o n and e c o n o m i c g r o w t h . 
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7 p e r c e n t and a b a l a n c e d g r o w t h o f s e c t o r s . 

The d i s t r i b u t i o n of t o t a l i n v e s t m e n t s by m a i n s e c t o r s 

i s p r e s e n t e d i n T a b l e 4 . 

1 - A G R I C U L T U R E . 

P r i o r to the p l a n n i n g e r a , a g r i c u l t u r e d e v e l o p e d 

m a i n l y t h r o u g h e x t e n s i o n of the a r e a u n d e r c u l t i v a t i o n 

and d i d n o t r e c e i v e enough i n v e s t m e n t s . 

A c t u a l l y , a g r i c u l t u r e has b e e n n e g l e c t e d i n the p a s t 

and e x c e s s p o p u l a t i o n and d i s g u i s e d unemployment h a v e 

become v e r y p r e s s i n g on the d e v e l o p m e n t o f t h i s s e c t o r . 

T h e r e f o r e , i n the p l a n due a t t e n t i o n h a s been g i v e n to 

i n v e s t m e n t s l e a d i n g to i n t e n s i v e f a r m i n g . A l s o i t i s 

r e a l i s e d by the p l a n n e r s t h a t i t w i l l be n e c e s s a r y to r a i s e 

a g r i c u l t u r a l p r o d u c t i o n i n o r d e r to meet the demands o f 

(2 ) 

o t h e r s e c t o r s f o r raw m a t e r i a l s and to expand e x p o r t s . 

I n o r d e r to a c h i e v e t h e s e t a r g e t s the p l a n n e d i n v e s t ­

ment i n t h i s s e c t o r w i l l r i s e f r o m 1 . 2 1 3 . 2 m i l l i o n l i r a s 

i n 1963 to 2 . 8 5 1 . 0 m i l l i o n i n 1 9 6 7 . (See T a b l e 5 . ) T h i s 

i m p l i e s t h a t the s h a r e of a g r i c u l t u r a l i n v e s t m e n t s i n the 

t o t a l w i l l r i s e s u b s t a n t i a l l y ; from 1 2 . 8 p e r c e n t to 2 0 . 2 

p e r c e n t o v e r t h e p l a n p e r i o d - 57 p e r c e n t i n c r e a s e . 

(1 ) F i r s t F i v e - Y e a r P l a n , p . 1 2 1 . 

( 2 ) I b i d , p . 1 2 9 . 
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I t seems t h a t v e r y l i t t l e i s to be i n v e s t e d i n 

a g r i c u l t u r e i n r e l a t i o n to o u t p u t . Y e t t h i s s m a l l f i g u r e i s 

b e c a u s e i n v e s t m e n t s i n a g r i c u l t u r a l t r a i n i n g a r e i n c l u d e d 

i n e d u c a t i o n i n v e s t m e n t s and t h a t i r r i g a t i o n i n v e s t m e n t s a r e 

p a r t l y i n c l u d e d i n the e n e r g y s e c t o r . A l s o the v a l u e 

added to a g r i c u l t u r a l i n v e s t m e n t s by the f a r m e r s own 

i n d i v i d u a l u n d e r t a k i n g ( i r r i g a t i o n s y s t e m s , b a r n s and 

ware h o u s e s ) a r e n o t i n c l u d e d . 

The p r o d u c t i o n t a r g e t s of the a g r i c u l t u r a l s e c t o r s 

were d e t e r m i n e d a c c o r d i n g to the d e v e l o p m e n t e x p e c t e d i n 

the demands of o t h e r s e c t o r s ( i . e . i n d u s t r i e s p r o c e s s i n g 

food and o t h e r a g r i c u l t u r a l p r o d u c t s ) a n d , to the r a t e 
(2 ) 

o f p o p u l a t i o n g r o w t h and p e r c a p i t a c o n s u m p t i o n . 

B e c a u s e , i n a d e v e l o p i n g c o u n t r y c o n s u m p t i o n 

e x p e n d i t u r e s have a s t r o n g p r o p e n s i t y to r i s e (due to the 

r i s e i n incomes and employment , and s t e a d y g r o w t h i n o t h e r 

s e c t o r s ) , some n e c e s s a r y m e a s u r e s have b e e n e n v i s a g e d to 

a v o i d a s h o r t a g e of food and o t h e r a.gri c u l t u r a l p r o d u c t s . 

The f e a r o f i n f l a t i o n i s w e l l u n d e r s t o o d by t h e p l a n n e r s and , 

to t h i s e f f e c t , t h e y have p r o j e c t e d the i m p o r t a t i o n o f 

(3 ) 

w h e a t , r i c e and s u g a r - b e e t to p r o v i d e a b a l a n c e b e t w e e n 

demand and s u p p l y f o r t h e s e g o o d s . 
(1 ) F i r s t F i v e - Y e a r p l a n , p . 1 2 3 . 
(2 ) F i r s t F i v e - Y e a r P l a n , p p . 1 2 3 , 1 3 3 
(3 ) ; /heat w i l l be i m p o r t e d f r o m the U . S . A . a c c o r d i n g to the 

agreement on a g r i c u l t u r a l s u r p l u s e s . I n c a s e of 
i n s u f f i c i e n t o u t p u t of wheat T u r k e y w i l l c o n t i n u e to 
impor t wheat e v e n a f t e r 1 9 6 5 . I b i d . p . 1 5 3 . 
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I t i s e s t i m a t e d t h a t i n the F i r s t t h r e e y e a r s o f the 

p l a n p e r i o d ( 1 9 6 3 - 1 9 6 5 ) 5 0 0 . 0 0 0 t o n s of wheat w i l l be 

i m p o r t e d to f i l l the s t o c k s of the S o i l P r o d u c t s O f f i c e . 

T u r k e y w i l l be a b l e to i m p o r t more of the i n v e s t m e n t 

goods and raw m a t e r i a l s w h i c h a r e n e c e s s a r y f o r r a p i d 

i n d u s t r i a l i s a t i o n i f a g r i c u l t u r e c a n p r o v i d e a s u r p l u s f o r 

expo r t . 

A l t h o u g h the r a t e of growth i n a g r i c u l t u r a l p r o d u c t i o n 
(2 ) 

r e a c h e d 7 . 4 p e r c e n t i n 1 9 6 3 , w h i c h was g r e a t l y i n e x c e s s 

of i t s p l a n n e d t a r g e t ( 4 . 2 p . c . ) , t h i s r a t e may f l u c t u a t e 

f rom y e a r to y e a r d e p e n d i n g on w e a t h e r c o n d i t i o n s . T h e r e f o r e 

a h i g h e r p r o d u c t i v i t y i n a g r i c u l t u r e i s i n d i s p e n s a b l e . 

(1 ) I b i d , P . 1 5 2 . 

(2 ) O E C D , T u r k e y , A u g u s t , 1964 , p a r i s , p p . 6 , 8 
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T a b l e 4 - S e c t o r I n v e s t m e n t s i n R e l a t i o n to T o t a l A n n u a l 

I n v e s t m e n t s . 

(As p e r c e n t a g e s ) 

1963 1964 1965 1966 1967 T o t a l 

A g r i c u l t u r e 1 2 . 8 1 5 . 8 18 .1 1 9 . 7 2 6 . 2 1 7 . 7 

M i n i n g and 
Q u a r r y i n g 4 . 3 6 . 8 6 .6 6 . 1 3 . 1 5 . 4 

hianuf ac t u r i ng . 2 2 . 8 2 1 . 8 1 8 . 9 13 .1 1 1 . 1 1 6 . 9 

E n e r g y 7 . 4 7 . 9 3 . 3 9 . 4 9 .1 8 . 6 

T r a n s p o r t and 
C o m m u n i c a t i o n s . 1 3 . 7 1 2 . 5 1 2 . 3 1 4 . 1 15 .4 1 3 . 7 

S e r v i c e s 6 .1 3 . 9 5 . 3 7 . 9 9 . 2 6 . 6 

Hous i n g 2 1 . 9 2 0 . 6 1 9 . 8 1 9 . 7 20 .0 2 0 . 3 

E d u c a t i o n 6 . 9 7 . 2 6 . 6 6 . 4 8 . 2 7 .1 

H e a l t h 2 . 1 2 .1 2 . 3 2 . 4 2 . 3 2 . 3 

T o u r i s m 1 .5 1 .4 1 .3 1 .3 1 .4 1 .4 

1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 

S o u r c e : S P O . F i r s t F i v e Y e a r D e v e l o p m e n t P l a n , 1 9 6 3 - 6 7 , 

A n k a r a , 1 9 6 3 , p . 1 2 3 . 
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T a b l e 5 - G r o s s I n v e s t m e n t s , 1963 -1967 

( M i l l i o n T . L . a t 1961 

p r i c e s ) 

1963 1964 1965 1966 1967 T o t a l 

A g r i c u l t u r e 

M i n i n g and 
Q u a r r y i n g 

M a n u f a c t u r i n g . 

E n e r g y 

T r a n s p o r t & 
Communic a t i o n . 

S e r v i c e s 

Hous i n g 

E d u c a t i o n 

H e a l t h 

T o u r i s m . 

1 2 1 3 . 2 1 7 1 2 . 2 2 1 8 2 . 0 2 5 9 0 . 0 2 8 5 1 . 0 1 0 . 5 4 8 . ' 

4 5 7 . 8 

2 1 6 6 . 3 

7 0 6 . 4 

7 3 5 . 2 

2 3 5 9 . 9 

850 .0 

7 9 4 . 6 

2 2 7 6 . 9 

1 0 5 7 . 9 

8 0 9 . 9 

1 7 2 6 . 4 

1 2 3 3 . 5 

4 3 5 . 5 

1 5 5 9 . 7 

1 2 8 6 . 2 

3.233.< 

1 0 . 0 8 9.: 

5 . 1 3 4 J 

1 2 9 8 . 0 1 3 5 5 . 9 1 4 8 2 . 3 1851 . 9 2171 . 3 8 . 1 5 9 . ' 
5 3 1 . 0 4 2 6 . 1 6 3 7 . 0 1 0 3 0 . 0 1 2 9 1 . 8 2 . 9 6 5 / 

2 0 3 5 . 0 2 2 2 9 . 0 2 3 9 0 . 0 2 5 9 4 . 0 2818 .0 12 .116 J: 

6 6 0 . 0 7 8 3 . 0 7 9 5 . 0 8 3 6 . 0 1153 .0 - 4 .227 .1 

2 0 0 . 5 2 3 0 . 1 278 .2 3 2 0 . 2 3 1 7 . 9 1 . 3 4 6 . ' 

1 4 5 . 5 1 4 8 . 2 1 6 4 . 7 1 7 5 . 6 1 9 3 . 0 827.( 

TOTAL 9 5 1 3 . 7 1 0 8 2 9 . 6 1 2 0 5 8 . 6 1 3 1 6 7 . 5 14.077.4 5 9 6 4 6 . 8 

S o u r c e : S P O . F i r s t F i v e Y e a r , Deve lopment "Plan, 1 9 6 3 - 1 9 6 7 , 

A n k a r a , 1 9 6 3 , p . 1 2 2 . 
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The p o s s i b i l i t i e s of e x t e n d i n g the a r e a u n d e r 

c u l t i v a t i o n i n T u r k e y , a r e r a t h e r l i m i t e d and p r i m a r y 

e m p h a s i s has to be p l a c e d on i m p r o v i n g y i e l d s a s a r e s u l t 

o f more i n t e n s i v e c u l t i v a t i o n and on i n c r e a s i n g the a r e a 

u n d e r d o u b l e c r o p p i n g t h r o u g h t h e p r o v i s i o n of a d e q u a t e 

w a t e r and o t h e r s u p p l i e s . More i n t e n s i v e f a r m i n g i s the 

i n e s c a p a b l e s o l u t i o n to T u r k i s h y i e l d s w h i c h , on the 

a v e r a g e , a r e p o o r b y W o r l d S t a n d a r d s . ^ * ^ 

A c t u a l l y , the s i z e of l a n d h o l d i n g s and l a n d o w n e r ­

s h i p have b e e n m a i n imped iements to an i n c r e a s e i n 

a g r i c u l t u r a l p r o d u c t i v i t y . L a n d h o l d i n g s i n a g r i c u l t u r e , 

a s we s t a t e d i n c h a p t e r 1, a r e m o s t l y i n the n a t u r e of 

v e r y s m a l l h o l d i n g s w h i c h a r e not s u i t e d to i n t e n s i v e 

f a r m i n g p r a c t i c e s . L a n d h o l d i n g s o v e r 500 a c r e s c o n s t i t u t e 

14 p e r c e n t of the t o t a l c u l t i v a t e d l a n d , w h i l e the r e s t 
(2 ) 

(86 p . c . ) a r e s m a l l h o l d i n g s . A l s o i f we t a k e i n t o 

a c c o u n t the f a r m i n g e n t e r p r i s e s we s t i l l n o t i c e t h a t 7 5 . 2 

p e r c e n t of the c u 1 1 i v a t e d 1 and i s i n the form of u n i t s 
(2 ) 

u n d e r 500 d e c a r and 2 4 . 8 p e r c e n t o v e r 500 d e c a r The 

a v e r a g e s i z e of f a r m i n g u n i t s i s 77 a c r e s w h i c h i m p l i e s a 

c o n s i d e r a b l e f r a g m e n t a t i o n of h o l d i n g s . A g a i n t h e s e s m a l l 

u n i t s a r e s c a t t e r e d a t some d i s t a n c e f r o m e a c h o t h e r , 
(1 ) P r o d u c t i v i t y p e r h e c t a r e i n wheat p r o d u c t i o n , on a v e r a g e 

i s 1000 k g , w h i l e i t i s 2 0 0 0 - 3 0 0 0 kg i n the Common 
m a r k e t C o u n t r i e s . S e e , A k t a n . R . M u s t e r e k P a z a r , S B F D . 
S a y i 2 4 , 1960 

(2 ) S e e , C i l l o v . H . T u r k i y e : E k o n o m i s i , o p . c i t . p . 1 6 4 . 
(2 ) I b i d , p . 1 7 0 . 
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w h i c h c r e a t e s a s u b s t a n t i a l w a s t a g e of r e s o u r c e s ( c a p i t a l 

and 1 abour ) 

The m a i n r e a s o n s f o r the^e e x c e s s i v e s m a l l l a n d 

h o l d i n g s a r e ©f an e c o n o m i c , s o c i a l and l e g a l c h a r a c t e r . 

F i r s t , a r a p i d l y i n c r e a s i n g p o p u l a t i o n i n a g r i c u l t u r e has 

c a u s e d g r e a t p r e s s u r e s on l a n d , and p e o p l e who c a n n o t f i n d 

employment p o s s i b i l i t i e s e l s e w h e r e a r e f o r c e d to r e m a i n 

i n a g r i c u l t u r e . S e c o n d l y , the Law f o r I n h e r i t a n c e h a s 

r e s u l t e d i n a t remendous d i s t r i b u t i o n of i n h e r i t e d l a n d 

(2) 

among h e i r s . I t i s a l s o added t h a t the a g r i c u l t u r a l 

c r e d i t s p o l i c y may h a v e e n c o u r a g e d f u r t h e r f r a g m e n t a t i o n o f 

l a n d h o l d i n g s . 

B e c a u s e o f the f a c t o r s we have j u s t m e n t i o n e d t h e r e 

i s no t e n d e n c y toward l a r g e f a r m u n i t s . A c t u a l l y , the s m a l l 

number ( i t d r o p p e d f r o m 418 to 235 b e t w e e n 1 9 4 6 - 1 9 5 1 ) of 

b i g f a r m s , h a s t e n d e d to become s m a l l e r and h a s r e s u l t e d 
( 3) 

i n m e d i u m - s i z e d f a r m s ( b e t w e e n 500 -5000 a c r e s ) As an 

e x c e p t i o n , s m a l l farm u n i t s w h i c h p r a c t i c e d m e c h a n i z a t i o n 

h a v e shown a t e n d e n c y to grow i n t o medium s i z e f a r m s . Y e t 

the speed o f f r a g m e n t a t i o n in to s m a l l f a r m s was more t h a n 
(4) 

the r a t e of e x p a n s i o n i n t o l a r g e f a r m s . 
(1) B e r z e g , K , " T t i r k i y e G e r C e k l e r i n d e T o p r a k R e f o r m u , F o r u m , 

1 M a y i s 1964 , S a y i 242 & 15 M a y i s 1 9 6 4 . S a y i 2 4 3 . T h i s s o r t 
of f a r m c o n s t i t u t e s 7 p e r c e n t on a v e r a g e . 

(2 ) I b i d . p . 1 2 . 
(3 ) E i t h e r b e c a u s e o f the Law f o r i n h e r i t a n c e or b e c a u s e of t h 

f e a r of n a t i o n a l i s a t i o n . S e e . B e r z e g . K . o p , c i t . 
(4 ) I b i d , p . 1 3 . 
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The F i r s t F i v e - Y e a r P l a n has r e c o g n i s e d the i m p o r t a n c e 

of l a n d r e f o r m i n the s e n s e t h a t the s i z e of h o l d i n g s w i l l 

be i n c r e a s e d w i t h i n maximum l i m i t s and t h a t l a n d 

c o n s o l i d a t i o n w i l l be i m p o s e d , e x p e c i a l l y where i r r i g a t i o n 

and s o i l improvement p r o j e c t s w i l l be i m p l e m e n t e d . ^ ^ 

A l t h o u g h the r e d i s t r i b u t i o n of l a n d i s a l s o u r g e d , t h i s 

does not i m p l y the d i s t r i b u t i o n of l a n d i n the s m a l l e r 

forms but r e d i s t r i b u t i o n of S t a t e and p r i v a t e l y owned 

l a n d s w h i c h e x c e e d the maximum l i m i t s . T h i s l i m i t i s not 

s p e c i f i e d , but t h e r e a r e r e a s o n s t o b e l i e v e t h a t the l i m i t 

(2) 

w i l l be d e t e r m i n e d a s 5 0 0 0 a c r e s . I t i s a l s o e x p e c t e d 

t h a t s m a l l and medium f a r m e r s w i l l be a b l e to form 

c o - o p e r a t i v e s i f the n e c e s s a r y e n c o u r a g e m e n t i s g i v e n 

(due to p r o d u c t i o n and m a r k e t i n g a d v a n t a g e s ) . 

C o n t r a c t s b e t w e e n l a n d o w n e r s , t e n a n t s and s h a r e ­

c r o p p e r s a r e to be a r r a n g e d i n o r d e r to p r o t e c t the r i g h t s 

o f the l a t t e r . T h i s p o i n t i s i m p o r t a n t from the s t a n d p o i n t 

of e n a b l i n g the t e n a n t s to improve t h e i r a g r i c u l t u r a l 

y i e l d s . ( 3 ) 

To a c h i e v e a p r o d u c t i v i t y i n c r e a s e , a g r i c u l t u r a l 

c r e d i t s w i l l be u s e d more e f f e c t i v e l y t h a n b e f o r e to r a i s e 

i n v e s t m e n t s (on f e r t i l i z e r s , s eeds e t c ) r a t h e r t h a n 

(1) F i r s t F i v e - Y e a r P l a n , o p , c i t . p . 1 6 8 . 
(2 ) B e r z e g . K , o p . c i t . 
(3 ) 73 p e r c e n t of the f a r m i n g u n i t s a r e r u n by t h e i r own 

l a n d l o r d s , w h i l e 22 p e r c e n t a r e o p e r a t e d by s e m i - l a n d ­
l o r d s and t e n a n t f a r m e r s . P e o p l e who r u n o t h e r s ' f a r m s 
c o n s t i t u t e 3 . 5 p e r c e n t of the t o t a l . S e e . C i 1 1 o v , H . o p . c i t 

p . 1 7 2 . 
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c o n s u m p t i o n . I t i s a known f a c t t h a t c r e d i t s g r a n t e d by 

the A g r i c u l t u r a l B a n k i n the p a s t d i d not r e c e i v e s u f f i c i e n t 

c o n t r o l and were m o s t l y d i r e c t e d to c o n s u m p t i o n p u r p o s e s . 

T h a t u n f o r t u n a t e e x p e r i e n c e has b e e n w e l l r e c o g n i s e d 

i n the F i r s t F i v e - Y e a r P l a n w h i c h recommends the A g r i c u l t u r a l 

B a n k to f o l l o w a c r e d i t p o l i c y a s : ( i ) the f i e l d s w h i c h 

a r e c o n v e n i e n t f o r h i g h e r p r o d u c t i v i t y w i l l r e c e i v e 

p r e f e r e n c e ( s e l e c t i v e c r e d i t s ) , ( i i ) the u s e o f c r e d i t s 

g r a n t e d w i l l be e f f e c t i v e l y c o n t r o l l e d , ( i i i ) a d i s t i n c t i o n 

i s to be made b e t w e e n c r e d i t s of an o p e r a t i o n a l c h a r a c t e r 

and t h o s e w h i c h a r e f o r i n v e s t m e n t s ; ( i v ) c o n t r a r y to p a s t 

e x p e r i e n c e medium and l o n g - t e r m c r e d i t s w i l l be e x t e n d e d . 

F o r al 1 of t h e s e o b j e c t i v e s the A g r i c u l t u r a l B a n k , d u r i n g 

the p l a n p e r i o d , w i l l r e c e i v e 1 p e r c e n t of the budge t 

(2) 
e a c h y e a r as an a d d i t i o n to i t s own c a p i t a l . 

I t i s s t r e s s e d i n the F i r s t F i v e - Y e a r p l a n t h a t f u l l 

u t i l i z a t i o n of i d l e and s u r p l u s manpower i n the r u r a l a r e a s 

w i l l be p r o v i d e d . T h e r e f o r e , s p e c i a l programmes a r e to be 

p r e p a r e d f o r u t i l i z i n g the e x c e s s l a b o u r . A c t u a l l y i t i s 

thought t h a t a Community Deve lopment Programme may p r e v e n t 

w a s t a g e of manpower and r e s o u r c e s , and may a l s o i n c r e a s e 

the knowledge of the p e a s a n t s f o r i m p r o v i n g t h e i r p r o d u c t i o n 
(3) 

t e c h n i q u e s and c o - o p e r a t i v e movements . 

(1 ) F i r s t F i v e - Y e a r p l a n . p . 1 6 6 . 

( 2 ) I b i d . p . 1 6 7 . 

(3 ) I b i d . p . 9 3 . 
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I t i s r a t h e r r e g r e t a b l e to see t h a t the i s s u e of l a n d 

r e f o r m , w h i c h e m b r a c e s the c o n s o l i d a t i o n o f smal 1 h o l d i n g s 

and the r e d i s t r i b u t i o n of l a n d s w h i c h a r e i n e x c e s s of 

maximum l i m i t s and w h i c h are owned by the p r i v a t e and 

p u b l i c s e c t o r s , h a s b e e n d e l a y e d f o r a l m o s t t h r e e y e a r s . 

As a c o n c l u s i o n we may s a y t h a t a s o l u t i o n o f the 

l a n d h o l d i n g s p r o b l e m comes b e f o r e the schemes f o r the 

r e h a b i l i t i o n o f p a s t u r e , the improvement of l i v e s t o c k s a n d , 

the e x t e n s i o n of i r r i g a t i o n . 

2- INDUSTRY - M a n u f a c t u r i n g , E n e r g y and M i n i n g . 

D e s p i t e the deve lopm ent p r o j e c t e d f o r a g r i c u l t u r e , 

the s h a r e of t h i s s e c t o r i n the GNP w i l l f a l l g r a d u a l l y as 

shown i n T a b l e 6 . T h i s i s due to the r a p i d e x p a n s i o n f o r e ­

s e e n i n the o t h e r s e c t o r s p a r t i c u l a r l y i n i n d u s t r y . 

I n 1961, 42 p e r c e n t of income came f rom a g r i c u l t u r e , 

23 p e r c e n t from i n d u s t r y and 35 p e r c e n t from s e r v i c e s . 

I f we i n c l u d e m a n u f a c t u r i n g , m i n i n g and e n e r g y i n t h e 

i n d u s t r i a l s e c t o r , we c a n s e e t h a t the t o t a l i n v e s t m e n t s 

d e v o t e d to i n d u s t r y as a who le i n the p l a n , a r e 3 0 . 9 p e r 

c e n t of t o t a l i n v e s t m e n t s . From t h i s , one c a n assume t h a t 

the F i r s t F i v e - Y e a r p l a n i s a k i n d of i n d u s t r i a l i s a t i o n 

p l a n . N e v e r t h e l e s s , a g r i c u l t u r e has a l s o r e c e i v e d a l a r g e 

s h a r e of 1 7 . 7 p e r c e n t of the t o t a l i n v e s t m e n t s , w h i c h i s 

f a r above the l e v e l a t t a i n e d i n the p a s t . 
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The i n v e s t m e n t s a l l o c a t e d to i n d u s t r y amount t o 

1 8 . 4 5 6 . 2 m i l l i o n T . l i r a s w i t h the i n c l u s i o n of m i n i n g , 

m a n u f a c t u r i n g and e n e r g y . ( S e e T a b l e 5) The h i g h e s t 

s h a r e i n i n d u s t r i a l i n v e s t m e n t s goes to m a n u f a c t u r i n g w i t h 

54 p e r c e n t f o l l o w e d by e n e r g y w i t h 27 p e r c e n t and m i n i n g 

w i t h 12 p e r c e n t . 

A l a r g e p a r t of i n v e s t m e n t i n m a n u f a c t u r i n g i n d u s t r y 

i s c o n c e n t r a t e d i n the f i r s t t h r e e y e a r s of the p l a n . T h i s 

i s b e c a u s e i n v e s t m e n t i n t h e E r e g l i I r o n and S t e e l Y/orks 

a r e s c h e d u l e d f o r the f i r s t t h r e e y e a r s o f the p l a n a n d , 

s e c o n d l y , b e c a u s e of the l a r g e volume of u n f i n i s h e d p r o j e c t s 

of the S . E . S . c o m p l e t i o n of w h i c h i s e x p e c t e d d u r i n g the 

f i r s t y e a r s o f the p l a n . ^ ^ I n v e s t m e n t s i n m a n u f a c t u r i n g 

i n d u s t r y c o n s t i t u t e s 1 6 . 9 p e r c e n t o f t o t a l i n v e s t m e n t s and 

w i l l r e a c h 1 0 . 0 8 9 . 2 m i l l i o n T . l i r a s d u r i n g the who le p l a n 

p e r i o d . 

T a b l e 6 - P e r c e n t a g e S h a r e of S e c t o r s i n GNP. 

1962 1963 1967 

A g r i c u l t u r e 4 3 . 8 4 3 . 0 3 8 . 3 

M i n i n g & Q u a r r y 3 . 2 3 . 3 3 . 6 

Manuf ac t u r i ng 1 2 . 8 1 3 . 5 1 6 . 7 

E n e r g y . 0 . 3 0 . 9 1.1 

T r a n s p o r t & 
C o m m u n i c a t i o n s . 3 . 9 4 . 1 4 . 6 

S o u r c e : F i r s t F i v e - Y e a r P l a n , o p . c i t . p . 1 2 5 . 

(1 ) OECD, T u r k e y , May 1 9 6 3 , p . 1 9 . 
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I t i s s a i d t h a t i m p o r t a n t c h a n g e s w i l l t a k e p l a c e 

i n many b r a n c h e s of m a n u f a c t u r i n g i n d u s t r y . W h i l e 

i n v e s t m e n t w h i c h w i l l a l l o w the p r e v i o u s l y e s t a b l i s h e d 

i n d u s t r i e s to d e v e l o p i n l i n e w i t h the g r o w t h i n the 

n a t i o n a l o u t p u t c a n be r e a s o n a b l e , i n v e s t m e n t w h i c h h a s b e e n 

p r o j e c t e d f o r some i n d u s t r i e s , ^ ^ g i v e n the f a c t t h a t t h e y 

h a v e i d l e c a p a c i t y , c a n be q u e s t i o n e d . H o w e v e r , i n c a s e 

t h e s e i n v e s t m e n t s a r e d i r e c t e d to t h e b e t t e r u t i l i z a t i o n of 

i d l e c a p a c i t y w i t h the r e s u l t o f l o w e r c o s t s o f p r o d u c t i o n , 

t h i s a t t e m p t c a n be j u s t i f i e d . Of o o u r s e , t h i s may a l s o 

c r e a t e f a v o u r a b l e e x p o r t p o s s i b i l i t i e s o n l y i f t h e y c a n 

be a l l o c a t e d i n s u c h a way as to i n d u c e l o w e r c o s t s . 

I n v e s t m e n t a l l o c a t e d to m i n i n g i s o v e r 3 b i l l i o n 

T . L i r a s amount ing to 5 . 4 p e r c e n t of g r o s s i n v e s t m e n t s . 

D u r i n g the f i r s t f o u r y e a r s of the p l a n p e r i o d (1963-? 1966) , 

i n v e s t m e n t s i n m i n i n g w i l l i n c r e a s e a l m o s t by d o u b l e w h i c h 

l o o k s as a s a t i s f a c t o r y f i g u r e . Y e t we may add t h a t we 

d i d not f i n d any e x p l a n a t i o n o f the d r o p i n i n v e s t m e n t s i n 

1 9 6 7 . 

S t r e s s h a s b e e n l a i d on i n v e s t m e n t i n e n e r g y as 

w e l l so t h a t e conomic g r o w t h c a n p r o c e e d w i t h o u t i n t e r r u p t i o n s 

I n v e s t m e n t s d e v o t e d to t h i s s e c t o r amount to 5 . 1 3 4 . 0 

m i l l i o n s d u r i n g the p l a n p e r i o d - a n i n c r e a s e o f o v e r 80 

p e r c e n t . I t w i l l be r i g h t to assume t h a t the deve lopment 

(1 ) F o r i n s t a n c e , t e x t i l e s , s u g a r , i n d u s t r i e s , e t c . 
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of power w i l l be c h a n n e l l e d to m a n u f a c t u r i n g u s e s r a t h e r 

t h a n c o n s u m e r s . 

3 - HOUSING AND, TRANSPORT AMD CUvlMUN I C A T I O N S . 

D e s p i t e the f a c t t h a t the s h a r e of h o u s i n g i n 

g r o s s t o t a l i n v e s t m e n t seems to be h i g h e s t ( 2 0 . 3 p . c . ) , 

i t a p p e a r s to be h e a v i l y r e d u c e d i n the p l a n p e r i o d compared 

w i t h i t s 3 0 . 9 p e r c e n t s h a r e i n the p e r i o d 1 9 5 0 - 1 9 5 9 . ^ ^ 

(2) 

P r i v a t e g r o s s i n v e s t m e n t i n 1962 s t o o d a t 3 . 5 

b i l l i o n T . l i r a s a n d , more t h a n h a l f of t h i s ( a r o u n d 2 b i l l i o n 

T . L . ) was i n h o u s i n g and a l a r g e p r o p o r t i o n o f i t i n 

" l u x u r y " h o u s i n g . T h e r e f o r e , i t i s d e c i d e d i n the p l a n to 

r e s t r i c t l u x u r y b u i l d i n g i n g e n e r a l and to d i r e c t p r i v a t e 

s a v i n g s t o w a r d s more d i r e c t l y p r o d u c t i v e i n v e s t m e n t s . 

I t i s the p u r p o s e of the p l a n t h a t i n v e s t m e n t s s h a l l be 

d i v e r t e d from l u x u r y to low c o s t h o u s i n g , and a s a r e s u l t , 

a g r e a t e r number of d w e l l i n g u n i t s w i l l be b u i l t i n the 

c o u n t r y . 
The m e a s u r e s t a k e n t o c h a n n e l p r i v a t e f u n d s i n t o 

the d e s i r e d t y p e s of i n v e s t m e n t ( e s p . m a n u f a c t u r i n g r a t h e r 
(3) 

t h a n h o u s e - b u i l d i n g ) a r e : ( i ) more f a v o u r a b l e c r e d i t 

~ n — I T = 
( 1 ) S e e , Y a l e i n , A . B e s Y i l l i k P l a n i n G e n e l G o r u n u s H , inAU 

S B F Y a y i n l a r i , N o . l 6 3 - 1 5 9 . S e v i n c M a t b a a s i , A n k , 1 9 6 3 
(2 ) OSCD, T u r k e y May 1 9 6 3 , p . 2 2 

( 3 ) O E C D , T u r k e y May 1 9 6 3 . p . 4 1 
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f a c i l i t i e s and t a x r e d u c t i o n a r e to be p r o v i d e d to the 

e n t r e p r e n e u r s who i n v e s t i n t o the r e q u i r e d f i e l d s ; 

( i i ) the p r e s e n t 10 y e a r t a x h o l i d a y f o r new b u i l d i n g s , 

w h i c h makes i n v e s t m e n t i n t h i s f i e l d p a r t i c u l a r l y a t t r a c t i v e , 

w i l l be r e d u c e d and o n l y be m a i n t a i n e d f o r new h o t e l s and 

c h e a p d w e l l i n g s . A l s o the d e v e l o p m e n t of a b r o a d e r c a p i t a l 

m a r k e t i s e n v i s a g e d . 

O b v i o u s l y i n o r d e r to d i r e c t p r i v a t e s a v i n g s to 

p r o d u c t i v e s e c t o r s s u c h a s m a n u f a c t u r i n g and a g r i c u l t u r e , 

the c o u n t r y r e q u i r e s a r a t h e r b r i s k and a c t i v e c a p i t a l 

m a r k e t t o g e t h e r w i t h h i g h l y d e v e l o p e d b a n k i n g and f i n a n c i a l 

i n s t i t u t i o n s . B u t the c r e a t i o n of a c a p i t a l m a r k e t i s a 

l o n g - t e r m p r o c e s s and may r e q u i r e the f o r m a t i o n of l a r g e 

j o i n t - s t o c k c o r p o r a t i o n s as a n e f f e c t i v e mechan i sm f o r 

a t t r a c t i n g s m a l l money h o l d i n g s . T h i s a t t e m p t w i l l a l s o 

r e q u i r e r a d i c a l r e f o r m s i n the e x i s t i n g laws and a d m i n i s t ­

r a t i o n . 

A r a t h e r l a r g e vo lume of i n v e s t m e n t h a s been p r o j e c t e d 

f o r t r a n s p o r t and c o m m u n i c a t i o n s w h i c h , i n the p l a n p e r i o d , 

w i l l amount to 3 . 1 5 9 . 4 m i l l i o n T . l i r a s - 1 3 . 7 p e r c e n t of 

t o t a l i n v e s t m e n t . T h i s p r o j e c t i o n may n o t be j u s t i f i e d , 

(1 ) B o t h a c c e l e r a t e d d e p r e c i a t i o n a l l o w a n c e s and a scheme to 

exempt c e r t a i n p r o p o r t i o n s o f r e - i n v e s t e d f u n d s from 

income and c o r p o r a t i o n t a x e s have b e e n a p p r o v e d u n d e r t h e 

1963 income t a x b i l l . I b i d . 4 0 
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g i v e n t he heavy and e x c e s s i v e i n v e s t m e n t made i n the 1 9 5 0 ' s . ^ ^ 

4 - EDUCATION AND HEALTH. 

Out o f a t o t a l o f 59.6 b i l l i o n T . l i r a s 4 .227 b i l l i o n s 

w i l l be d i r e c t e d i n t o e d u c a t i o n . The ma in p r i n c i p l e here 

i s t o r a i s e the g e n e r a l l e v e l o f e d u c a t i o n and i n c r e a s e the 

amount of s k i l l e d l a b o u r r e q u i r e d f o r economic d e v e l o p m e n t . 

The p l a n has d e v o t e d a lmos t 10 pe r c en t of t o t a l i n v e s t m e n t 

t o b o t h h e a l t h and e d u c a t i o n . (See T a b l e 4) 

The p l a n n e r s have d e c i d e d t o reduce the g r o w t h o f 

c u r r e n t e x p e n d i t u r e w h i c h i s n o t d i r e c t l y l i n k e d t o 

d e v e l o p m e n t . T h e r e f o r e i t i s e x p e c t e d t h a t the h i g h r a t e 

o f c u r r e n t e x p e n d i t u r e s w i l l f a l l f r o m 6 .3 p e r c e n t i n 

(2) 
1963 t o 4 p e r c en t i n the n e x t y e a r s o f the p l a n p e r i o d . 

C o n t r a r y t o these e x p e n d i t u r e s h e a l t h and e d u c a t i o n 

( i n c l u d i n g a g r i c u l t u r a l e x t e n s i o n s e r v i c e s ) have been 

assumed t o be l i n k e d t o deve lopment and, t h e r e f o r e , b o t h 

are p r o j e c t e d t o grow by 15 per c e n t per annum i n the 

1962-1967 p e r i o d . ( 3 ) 

(1) The i n v e s t m e n t i n t r a n s p o r t f o r m e d , on ave rage , 24 .2 
p e r cen t o f the t o t a l i n v e s t m e n t i n the p e r i o d 1948-
1955. T h i s i s the second l a r g e s t p r o p o r t i o n a f t e r the 
i n v e s t m e n t i n h o u s i n g ( 2 8 . 3 p . c . ) S o u r c e . D r . K e n a n G u r t a n , 
" T u r k i y e d e Y a t i r i m l a r , " I s t a n b u l , 1 9 5 9 . p . 1 4 3 . T a b l e X I X . 

(2) The h i g h p e r - c e n t a g e i n 1963 i s due t o a p r o m i s e d i n c r e a s e 
i n the s a l a r i e s o f the m i b l i c s e c t o r . 

(3) OSCD, T u r k e y , May, 1963, p a r i s . p . 1 6 . 
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I n v e s t m e n t i n the p u b l i c h e a l t h s e c t o r c o n s t i t u t e s 

2 . 2 p e r c en t o f the t o t a l w h i c h i s much o v e r t h e l e v e l 

a t t a i n e d i n the p a s t . An e f f i c i e n t use o f h e a l t h s e r v i c e s 

has been i n c l u d e d i n the h e a l t h programme. However t h e 

s h o r t a g e o f p e r s o n n e l may o b s t r u c t the l a r g e a p p l i c a t i o n 

of t h i s programme. 

5 - TOURISM. 

I n v e s t m e n t i n t o u r i s m , w i l l amount t o 827 m i l l i o n 

T . l i r a s . As can be seen f r o m T a b l e 4 , t h e share o f t o u r i s m 

i n v e s t m e n t i n t o t a l i n v e s t m e n t w i l l show a f a l l f r o m 1.5 

p e r cen t to 1.4 per cen t over the f i v e y e a r s . The amount o f 

i n v e s t m e n t s d e v o t e d t o t o u r i s m w i l l i n c r e a s e f r o m 145.5 

m i l l i o n i n 1963 t o 193.0 m i l l i o n T . l i r a s i n 1967 - an 

i n c r e a s e o f 33 p e r c e n t . 

One w o u l d have some doubt about the low p r o j e c t i o n 

o f i n v e s t m e n t s i n t h i s s e c t o r , g i v e n a v e r y h i g h p o t e n t i a l 

f o r improvement w h i c h can g i v e r i s e t o l a r g e t o u r i s m 

r e c e i p t s . The success o f t h i s s e c t o r has been t e s t e d i n a 

n e i g h b o u r i n g c o u n t r y Greece , as w e l l as i n some o t h e r 

M e d i t e r r a n e a n c o u n t r i e s w h i c h o b t a i n a l a r g e amount o f 

f o r e i g n r e s e r v e s t h r o u g h the g r o w t h i n t h i s v e r y s e c t o r . 

I n o r d e r to i n c r e a s e f o r e i g n exchange r e s e r v e s T u r k e y , 

s h o u l d t e n d t o d e v o t e much more i n v e s t m e n t than has been 

p r o j e c t e d i n the p l a n . One f e e l s t h a t t h i s s e c t o r has n o t 
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r e c e i v e d due i m p o r t a n c e i n a l l o c a t i o n o f i n v e s t m e n t s . 

V - THS RATIONAL DISTRIBUTION OF INVESTMENTS. 

One o f the arguments r e l a t i n g to the d i s t r i b u t i o n o f 

i n v e s t m e n t s i n a d e v e l o p i n g economy i s t h a t i f , i n the i n i t i a l 

s t a g e s , i t devo te s i t s r e s o u r c e s p r i m a r i l y t o t he b u i l d i n g 

up o f an " i n f r a s t r u c t u r e " o f r o a d s , r a i l r o a d s , power e t c . , 

the e x t e r n a l economies c r e a t e d by these v / i l l b r i n g 

about an a c c e l e r a t i o n o f i t s r a t e o f d e v e l o p m e n t . 

However , i t i s q u e s t i o n a b l e w h e t h e r e i t h e r p r a c t i c e 

or e x p e r i e n c e i s such as t o g i v e the argument the s t r e n g t h 

o f v / i d e - s p r e a d a p p l i c a b i l i t y . Some r e f e r e n c e s t o c e r t a i n 

d e v e l o p i n g c o u n t r i e s w i l l be u s e f u l i n t h i s r e s p e c t . 

I n I n d i a , o v e r - i n v e s t m e n t and o v e r - c a p a c i t y i n many 

" i n f r a s t r u c t u r e " s e c t o r s have c o n s i d e r a b l y s lowed down the 

c o u n t r y ' s r a t e o f g r o w t h . I n 1960, the use o f w a t e r f r o m 

m a j o r and medium i r r i g a t i o n p r o j e c t s was o n l y a t 65 

p e r c e n t o f c a p a c i t y . I n the ene rgy and power p r o j e c t s 

t o o , t h e r e was a s m a l l degree o f o v e r - c a p a c i t y . 

One may ask how these i n v e s t m e n t s s lowed down the 

r a t e o f g r o w t h of I n d i a . I t i s o b v i o u s t h a t p r e c i o u s f u n d s 

were spent on p r o j e c t s w h i c h do l i t t l e t o i n c r e a s e the 

s t ream o f o u t p u t . Less o u t p u t w i l l mean f e w e r r e s o u r c e s 

t o f i n a n c e a s u s t a i n e d i n v e s t m e n t e f f o r t and the economy 

(1) See, B e l l i k o t h , R, Shenoy, The R i g h t Road to I n d i a n 
P r o g r e s s , F o r t u n e , , A p r i l 1960, p . 2 4 6 . 
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becomes f o r c e d t o s t o p . The volume o f i n v e s t m e n t s 

can be i n c r e a s e d p r o p o r t i o n a l l y t o n a t i o n a l income i f 

i n v e s t m e n t s c a n be a l l o c a t e d t o p r o d u c t i v e s e c t o r s r a t h e r 

t han to the i n f r a s t r u c t u r e . 

Because o f t h i s e x p e r i e n c e , the I n d i a n economy has 

been c a l l e d " p r o g r e s s i n g b u t s t a g n a n t " w h i c h i s d i s t i n c t 

f r o m a d e v e l o p i n g economy, 

I n t he F i r s t F i v e - Y e a r p l a n , an i n c r e a s e o f l i t t l e 

more t h a n $3 b i l l i o n s i n g r o s s i n v e s t m e n t y i e l d e d an 

annual i n c r e a s e of $ ] . b i l i i o n g ross o u t p u t . Over $ 5 b i l l i o n s 

o f i n v e s t m e n t y i e l d e d an annua l i n c r e a s e o f $ l b i l l i o n , 
(2) 

a g a i n i n the f i r s t two yea r s o f the Second F i v e - Y e a r p l a n . 

I t was o n l y a f t e r the second F i v e - Y e a r p l a n and so 

i n the T h i r d P l a n (1962-1966) t h a t I n d i a has d e c i d e d to 

squeeze s o c i a l s e r v i c e s , t r a n s p o r t and communica t i ons and 

h o u s i n g . The p l a n n i n g A u t h o r i t i e s have c u t down t h e i r 

i n v e s t m e n t d e s i g n t oward s e c t o r s t h a t p r o m i s e r e l a t i v e l y 

d i r e c t , q u i c k and p r e d i c t a b l e pay o f f s i n a d d i t i o n a l 

(3) 
o u t p u t . 1 ' 

(1) See, H i g g i n s , B , ?3conomic Deve lopmen t , The Case Gtudy o f 
I n d i a , W.W. N o r t o n & C o . , New Y o r k , 1 9 5 9 . 

(2) Shenoy, o p . c i t . 

(3) See, J o h n . P . L e w i s . I n d i a , i n " p l a n n i n g Economic Deve lopment" 
Hagen, E . E , R i c h a r d D . I r w i n I n c . Homewood, I l l i n o i s , 
1963, p . 8 6 . 
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I n I t a l y , the government spent a t o t a l o f $ 2500 

m i l l i o n s i n S o u t h e r n I t a l y f o r i n f r a s t r u c t u r e Works l i k e 

t r a n s p o r t , power , t o u r i s t f a c i l i t i e s , e t c , i n the p e r i o d 

1 9 5 0 - 1 9 5 3 . ^ ^ To promote i n d u s t r i e s , some measures were 

a l s o t a k e n such as t a x r e l i e f s , i n c e n t i v e s and p r e f e r e n t i a l 

c r e d i t f a c i l i t i e s . 

B u t the r e s u l t s o f t h i s approach t o economic 

deve lopment were f a r f;rom b e i n g s a t i s f a c t o r y . Between 1956 

and 1957 the number o f unemployed had i n c r e a s e d f r o m 

690 .000 t o 976.000 d e s p i t e t he f a c t t h a t p a r t o f the annual 

p o p u l a t i o n s u r p l u s m i g r a t e d t o the more d e v e l o p e d areas o f 

I t a l y such as N o r t h o r Overseas c o u n t r i e s . 

The share o f S o u t h e r n I t a l y ' s income i n the t o t a l 

n a t i o n a l income between 1950-1957 was as f o l l o w s : 

THE INCOME OF SOUTHERN ITALY AS A PERCENTAGE OF ITALIAN 

NATIONAL INCOME. 

1951 1952 1953 1954 1955 1956 1957 

2 0 . 2 20 20 .7 21 20 .6 20 .8 20 .8 

D e s p i t e the t remendous push r e c e i v e d , the share o f 

S o u t h e r n I t a l y i n the c o u n t r y ' s w e l f a r e remained unchanged . 

A l s o i n d u s t r i a l income showed a v e r y s m a l l i n c r e a s e d u r i n g 

the same p e r i o d ; i t was 17.3 p e r c en t i n 1950 and rose t o 

(1) See, Casa p e r i l M e z o g i o r n o , B i l a n z i o , 1 9 5 1 - 1 9 5 8 , p . 1 4 4 . 
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18.5 p e r c e n t i n 1957 . However , annual i n v e s t m e n t s i n 

S o u t h e r n I t a l y r emained t h r o u g h o u t t h i s p e r i o d a t the 

i n i t i a l l e v e l o f 15 pe r c e n t o f the t o t a l i n v e s t m e n t s . 

INDUSTRIAL INCOME I N SOUTHERN ITALY AS % OF TOTAL INDUSTRIAL 

INCOME. 

1950 1951 1952 1953 1954 1955 1956 1957 

17.3 17 17.3 1 7 . 1 17 .9 18 .2 18 .5 18 .5 

I n the case o f a l l communist c o u n t r i e s the ma in 

p o l i c y has been to n e g l e c t , on p u r p o s e , a l l s e c t o r s o t h e r 

t han heavy i n d u s t r y . F o r i n s t a n c e , i n R u s s i a the p o l i c y 

f o l l o w e d by the economic p l a n n e r s was t o s t r e s s on the 

deve lopment o f heavy i n d u s t r y r a t h e r t h a n the c o n s t r u c t i o n 

o f " i n f r a s t r u c t u r e " and " s o c i a l overhead c a p i t a l " ^ * ^ 

As can be seen f r o m the t a b l e p r e s e n t e d b e l o w , ( 7 ) 

t r a n s p b r t and communica t i ons i n o n l y one case ( R u s s i a ) 

r e a c h 15 p e r cen t o f i n v e s t m e n t s , b u t i n most cases are 

n o t over 10 pe r c e n t . As commodi ty s e c t o r s , i n d u s t r y 

and a g r i c u l t u r e c o n s t i t u t e t w o - t h i r d s o r t h r e e - f o u r t h s o f 

the t o t a l i n v e s t m e n t s , w i t h more emphasis on i n d u s t r y . 

A g a i n f r o m T a b l e 8, we n o t i c e t h a t , w i t h the 

e x c e p t i o n o f C z e c h o s l o v a k i a , none o f the communist c o u n t r i e s 

i n v e s t an ex t reme p a r t o f t h e i r r e s o u r c e s i n f i x e d c a p i t a l 

(1) H o l l z m a n , F r a n k l i n , D , The S o v i e t - K u z n e t s Combine: A 
S t u d y i n I n v e s t m e n t C r i t e r i a and I n d u s t r i a l i s a t i o n 
P o l i c i e s , Q . J . E . A u g . 1957 . 
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f o r m a t i o n . B e s i d e s , i f t h e i r c a p i t a l - o u t p u t r a t i o seems 

t o be l o w e r t h a n i n non-communis t c o u n t r i e s , the ma in r e a s o n 

s h o u l d l i e e n t i r e l y w i t h the d i s t r i b u t i o n o f i n v e s t m e n t 

r e s o u r c e s. 

Now, we may t u r n t o T u r k e y and see w h e t h e r she 

can f o l l o w an i n v e s t m e n t p o l i c y t o e s t a b l i s h heavy 

i n d u s t r y , and whe the r the r e s o u r c e s i n the c o u n t r y w i l l 

p e r m i t such an a p p r o a c h . 
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Heavy i n d u s t r y w i l l o b v i o u s l y r e q u i r e the ma in 

f a c t o r s l i k e an abundance o f raw m a t e r i a l s and l a r g e m a r k e t s 

f o r i t s p r o d u c t s . T u r k e y , i n c o n t r a s t to Greece and o t h e r 

n e i g h b o u r c o u n t r i e s , i s endowed w i t h l a r g e m i n e r a l 

r e s o u r c e s ; and the s i z e o f i t s p o p u l a t i o n can j u s t i f y the 

e s t a b l i s h m e n t o f medium and heavy i n d u s t r i e s . Bu t one must 

n o t f o r g e t the f a c t t h a t t h e r e are q u i t e d e f i n i t e 

l i m i t a t i o n s i n r e s p e c t t o m a r k e t s , g i v e n p r e s e n t s t a n d a r d 

o f l i v i n g , p e r c a p i t a income and unba l anced g r o w t h i n o t h e r 

s e c t o r s . Domes t i c demand must be s u f f i c i e n t t o meet t h e i r 

p r o d u c t s and keep pace w i t h t h e i r g r o w t h . 

T u r k e y , i n t he f i r s t F i v e - Y e a r i n d u s t r i a l i s a t i o n 

programme o f 1935 t r i e d t o e s t a b l i s h b o t h medium and some 

heavy i n d u s t r i e s a t the same t i m e . These e s t a b l i s h m e n t s 

were f o r c e d t o o p e r a t e under f u l l c a p a c i t y due t o 

i n c o n s i s t e n t development i n o t h e r s e c t o r s t o g e t h e r w i t h 

d o m e s t i c demand. Because b a l a n c e d g r o w t h was i g n o r e d , 

the consequences of t h a t a t t e m p t d i d n o t p r o v i d e a r a p i d 

deve lopment of the o v e r - a l l economy. 

W i t h c o u n t r i e s l i k e C h i n a , R u s s i a and I n d i a whose 

s i z e and p o p u l a t i o n s are o f " c o n t i n e n t a l " d i m e n s i o n s , even 

i f t h e i r p r e s e n t marke t i s l i m i t e d , i t can be a rgued t h a t 

t h e i r e v e n t u a l needs w i l l n e c e s s i t a t e a l l t ypes o f heavy 

i n d u s t r i e s . However , one canno t say t h a t t h i s i s the 
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q u i c k e s t way t o economic development and t h i s seems t o be 

a n o t h e r p r o b l e m . 

The p l a n n e r s i n T u r k e y s h o u l d be v e r y c a r e f u l i n 

p r o j e c t i n g these heavy i n d u s t r i e s t h a t they c r e a t e c o s t 

advantages f o r t he u s e r s o f t h e i r o u t p u t . O t h e r w i s e , 

i m p o r t a t i o n o f such i n v e s t m e n t goods w o u l d appear t o be a 

much w i s e r and more r a t i o n a l p o l i c y . 

A c t u a l l y , exponents o f the " h e a v y - i n d u s t r y - f i r s t " 

argument r e l y a g r e a t d e a l on R u s s i a n p o l i c y and the 

Ch inese i m i t a t i o n . B u t , one c o u l d ask q u i t e r i g h t l y , how 

much o f t h i s p o l i c y i s due t o the need f o r s e l f - s u f f i c i e n c y 

f o r c e d upon these two l a r g e c o u n t r i e s by the Wes te rn 

t r a d e embargo adopted i n the e a r l y s t ages o f t h e i r 

d e v e l o p m e n t , and how much was i t due t o b a s i c a l l y 

s t r a t e g i c as ' d i s t i n c t f r o m economic reasons? F u r t h e r , i t 

i s w e l l r e c o g n i s e d f a c t t h a t i n the d e v e l o p e d c o u n t r i e s the 

g r o w t h o f heavy and l i g h t i n d u s t r i e s marched hand i n hand 

and t h a t a l i g h t i n d u s t r y such as t e x t i l e s , was o f t e n the 

vangua rd o f i n d u s t r i a l d e v e l o p m e n t . 

A c c o r d i n g t o some e v i d e n c e , t h e r e i s a p o s i t i v e 

c o r r e l a t i o n between the v a l u e o f o u t p u t r e q u i r e d f o r a 

minimum e f f i c i e n t p l a n t and the volume o f i n v e s t m e n t 

e x p e n d i t u r e r e q u i r e d f o r t h a t p u r p o s e . The l a r g e r the o u t p u t , 

the l a r g e r t h e i n v e s t m e n t t o be a l l o c a t e d . T h i s p roces s 
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can a l s o f i t to the movement f r o m consumer c o m m o d i t i e s t o 

i n t e r m e d i a t e and p r i m a r y o n e s . ' ^ ' G e n e r a l l y s p e a k i n g , i t 

can be s a i d t h a t the c l o s e r we are to the f i n a l consumer i n 

the m a n u f a c t u r i n g i n d u s t r y t he s m a l l e r t he c a p i t a l i n t e n s i t y . 

The more we move up t o the i n t e r m e d i a t e and p r i m a r y 

c o m m o d i t i e s , t he h i g h e r the c a p i t a l i n t e n s i t y , the l o w e r 
(2 

the t u r n o v e r r a t e and the l a r g e r the minimum e f f i c i e n t p l a n t . 

A p r o p e r c o n c l u s i o n f r o m the above i n f o r m a t i o n w i l l 

be t h a t a c o u n t r y w i t h a s h o r t a g e o f c a p i t a l , w h i c h s t a r t s 

w i t h l i m i t e d m a r k e t s , s h o u l d c o n c e n t r a t e more on the 

p r o d u c t i o n o f consumer goods and f o l l o w t h i s p o l i c y as a 

p r i n c i p l e . B u t the consumer goods i n d u s t r y may e v e n t u a l l y 

g i v e impetus to the e s t a b l i s h m e n t o f o t h e r i n d u s t r i e s 

w h i c h r e q u i r e a h i g h c a p i t a l i n t e n s i t y . 

A l l t h i s d i s c u s s i o n does no t i m p l y t h a t 

" i n f r a s t r u c t u r e " works a re n o t n e c e s s a r y , and s h o u l d n o t , 

i n some c i r c u m s t a n c e s , p recede o t h e r i n d u s t r i e s . Yet t h e i r 

i m p o r t a n c e may be e a s i l y o v e r s t r e s s e d . For example s o c i a l 

overhead c a p i t a l i n v e s t m e n t ( t r a n s p o r t and c o m m u n i c a t i o n s , 

power, i r r i g a t i o n and e t c ) s h o u l d no t be p e r m i t t e d t o be the 

b a s i s o f deve lopment p o l i c y , i f t h e y canno t a t t r a c t 

(1) See, L e o n t i e f , W . W , S t u d i e s i n the S t r u c t u r e o f the 
A m e r i c a n Economy, p a r t I I I , C h p . 6 , O x f o r d U n i v . p r e s s . 1 9 5 3 

(2) See, Creamer , D , C a p i t a l - O u t p u t t r e n d s i n M a n u f a c t u r i n g 
I n d u s t r i e s , 1830-1948, N a t . Bureau o f E c o n . R e s e a r c h , 
O c c a s s i o n a l paper 4 1 , 1954 . 
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D i r e c t l y P r o d u c t i v e A c t i v i t i e s ( i . e . i n d u s t r y , m a n u f a c t u r i n g , 

a g r i c u l t u r e . . ) t o come i n . ^ ^ One .also may add the f a c t 

t h a t t o p u t ones f a i t h i n the c o u n t r y ' s deve lopment on 

SOC i s r a t h e r a r i s k y d e c i s i o n and may w e l l p r o v i d e no 

s a t i s f a c t o r y s o l u t i o n t o the p r o b l e m . 

Y / h i l e we cannot o b j e c t t o the s i g n i f i c a n c e o f 

e x t e r n a l economies c r e a t e d by such a p o l i c y , p a r t i c u l a r l y 
i 

i n the deve lopment o f l a r g e l y backward r e g i o n s , t h e r e i s 

sound e v i d e n c e t h a t many advanced c o u n t r i e s o f t oday ( i . e . 

Japan, S o v i e t Russ i a ) have deve loped by r e s o r t i n g f i r s t 

to i n d u s t r i a l and a g r i c u l t u r a l a c t i v i t y w h i c h t hen gave 
(2) 

way t o s o c i a l overhead c a p i t a l i n v e s t m e n t s . 
V I - THE PUBLIC AND PRIVATE SECTORS. 

The share o f p u b l i c i n v e s t m e n t i n the GNP i s 

p r o j e c t e d t o grow a t an annua l r a t e o f 10 .6 pe r c e n t i n the 

p l a n p e r i o d . I n o t h e r words t h e y w i l l r i s e t o 11 .4 p e r cen t 

i n 1967 compared t o 10.3 p e r c e n t i n 1963. On the o t h e r 

hand , p r i v a t e i n v e s t m e n t w i l l i n c r e a s e by 11 p e r c en t pe r 

annum and r i s e f r o m 6 .7 pe r c e n t t o 7 .9 p e r cen t o f the 

(3) 
GNP i n the same p e r i o d . 

(1) There may be a wastage of r e s o u r c e s i f such i n f r a s t r u c t u r e 
a c t i v i t i e s are n o t f u l l y u t i l i z e d . F o r example , i n 
T u r k e y the u t i l i z e d c a p a c i t y o f h ighways i s 63 p e r cen t 
and r a i l w a y s 20 p e r c e n t . Same t h i n g can be s a i d f o r 
energy and power . S e e , c h p . l . 

(2) On t h i s p o i n t , see , H i r s c h m a n , A . O , The S t r a t e g y o f Economic 
Deve lopmen t , p p . 9 4 / 9 5 . 

(3) See, Chp.3 and 4 . 
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T o t a l i n v e s t m e n t s i s e x p e c t e d t o r i s e f r o m 17.0 per c en t 

o f GNP i n 1963 to 19 .4 per c e n t i n 1967. T h i s i m p l i e s t h a t 

t o t a l i n v e s t m e n t s w i l l r i s e g r a d u a l l y o v e r the p l a n p e r i o d . 

P r i v a t e e n t e r p r i s e has p l a y e d a c o n s i d e r a b l e p a r t i n 

i n v e s t m e n t e f f o r t s o f t he c o u n t r y . A b r i e f e x a m i n a t i o n o f 

the p a s t e x p e r i e n c e w i l l be a p p r o p r i a t e . T a b l e 9 , i l l u s t r a t e s 

the p o s i t i o n o f p r i v a t e s e c t o r ' s i n v e s t m e n t s i n the t o t a l 

i n v e s t m e n t s and GNP d u r i n g the p e r i o d 1950-1962 . One 

t h i n g i s c l e a r f r o m the t a b l e , t h a t p r i v a t e i n v e s t m e n t s and 

t h e i r r e l a t i v e share i n the t o t a l have f l u c t u a t e d f r o m 

y e a r t o y e a r due t o the f l u c t u a t i o n s i n the whole economy. 

D u r i n g the f i r s t h a l f o f the l a s t decade ( 1 9 5 0 - 1 9 5 5 ) , 

when economic l i f e was r a t h e r s t a b l e and f a r f r o m the 

e f f e c t s o f i n f l a t i o n , p r i v a t e i n v e s t m e n t s c o n s t i t u t e d 

between 51 and 67 p e r c e n t o f the t o t a l i n v e s t m e n t s . The 

average p e r c e n t a g e f o r these s i x yea r s was 57 .9 p e r c e n t . 

B u t w h i l e the s t r o n g e s t i n f l a t i o n a r y c o n d i t i o n s 

p r e v a i l e d i n the c o u n t r y ( 1 9 5 6 - 1 9 5 8 ) , t h i s r a t e d ropped t o 

40 pe r c e n t . A f t e r 1958, owing t o the s t a b i l i z a t i o n 

programme, p r i v a t e i n v e s t m e n t s showed some i n c r e a s e and 

t o - t h i s e f f e c t ; i t r o se a g a i n to 4 9 . 3 pe r c en t i n 1959 

and to 52 .3 p e r c e n t i n 1960. 

I n t he u n p l a n n e d economy p e r i o d ( 1 9 5 0 - 1 9 6 1 ) , w i t h the 

e x c e p t i o n o f s eve re i n f l a t i o n a r y y e a r s , the i n v e s t m e n t 

c a p a c i t y o f the p r i v a t e s e c t o r has neve r f a l l e n be low 
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7 p e r c e n t , and c o n t r a r y to t h i s even i t rose to 8 p e r cen t 

i n 1959 and 1960 . 

However , i n the F i r s t F i v e - Y e a r p l a n the share of the 

p r i v a t e i n v e s t m e n t s i n the GNP has a lways been k e p t be low 

8 p e r c e n t . I t w o u l d have been more r e a l i s t i c t o p r o j e c t 

an i n v e s t m e n t p o t e n t i a l f o r the p r i v a t e e n t e r p r i s e e q u a l 

t o the 1959-1960 l e v e l w h i c h was a l m o s t 8 p e r c e n t o f the 

GNP even w i t h o u t any e s s e n t i a l measures t o encourage i t . ^ ^ 

I t seems t h a t the l e v e l o f p r i v a t e i n v e s t m e n t s i n 1961 

has been accep ted as a base f o r t h e i r p r o j e c t i o n . 

I n the p l a n p e r i o d p r i v a t e i n v e s t m e n t s w i l l r e c o r d a 

h i g h e r i n c r e a s e t h a n p u b l i c i n v e s t m e n t s . (55 p e r c e n t and 
(2) 

44 pe r c e n t r e s p e c t i v e l y ) Yet i n o r d e r t o a t t a i n the 

deve lopment o b j e c t i v e s s e t f o r the p l a n p e r i o d , h o u s i n g 

i n v e s t m e n t s w h i c h averaged 57 p e r c e n t o f the t o t a l i n the 

l a s t t h r e e yea r s p r i o r t o the p l a n w i l l have t o be k e p t 

w i t h i n c e r t a i n l i m i t s . The p l a n n e r s have s t a t e d t h a t the 

r a t i o o f p r i v a t e h o u s i n g i n v e s t m e n t to t o t a l p r i v a t e 

i n v e s t m e n t s w i l l f a l l f r o m an average o f 52 pe r c e n t i n 
(3) 

the p l a n yea r s t o 47 pe r c en t a t the end o f t h i s p e r i o d . 

(1) I t i s sugges ted by some a u t h o r s t h a t the volume o f 
p r i v a t e i n v e s t m e n t s has b e e n ( u n d e r - v a l u e d . S e e . Y a l c i n , 
A , Bes Y i l l i k P l a n i n Genel G o r u n u s u . o p . c i t , p . 1 5 . 

(2) See, T a b l e 16, i n C h p . 4 . 

(3) F i r s t F i v e - Y e a r P l a n , o p . c i t . p . 1 0 9 . 
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T a b l e 9 - GNP and the Rate of P r i v a t e I n v e s t m e n t s . 

Years T o t a l P r i v a t e P r i v a t e P r i v a t e 
I n v e s t m e n t . I n v e s t m e n t I n v e s t m e n t I n v e s t m e n t as 

As % o f % o f T o t a l 
GNP I n v e s tment s. 

1950 1.000 6 .5 673 ( 6 7 . 3 

1951 

1952 

1.260 

1.836 

6.3 

7 .6 

772 

1.088 
561.3 

5 7 . 9 ( 

( 59 .2 
1953 2 .088 6 . 4 1 .078 j 5 1 . 1 

1954 2 .518 8 .5 1 .462 ( 5 8 . 1 

1955 3.006 7.6 1.519 j 50 .5 
1956 3 .260 5.9 1.423 ( 4 3 . 6 

1957 4 .017 5.6 1.718 4 0 ' 2 [ 4 2 . 8 
(^40.0 1958 5.043 5.7 2 .005 

4 0 ' 2 [ 4 2 . 8 
(^40.0 

1959 6 .989 7 .7 3.446 4 9 . 3 
1960 7.613 8 . 1 3 .981 52.3 

1961 7 .024 5.5 2 .714 38 .6 
1962 8.436 6 .6 3 .450 4 0 . 9 

S o u r c e : Y a l c i n , A . , Bes Y i l l i k P l a n i n Genel 
t i t i t i i i 

Gorunusu,SBF 

Der.g i s i . op . c i t . q u o t e d f rorn t ab 1 e 3 . 
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T h i s c a n b e a c h i e v e d o n l y i f t h e m o n e t a r y a n d 

f i n a n c i a l p o l i c y c a n s t i m u l a t e p r i v a t e e n t r e p r e n e u r s t o 

i n v e s t i n m o r e p r o d u c t i v e f i e l d s . A h i g h e r i n c r e a s e i n 

p r o d u c t i v e i n v e s t m e n t s w i l l m e a n d i v e r t i n g a h i g h e r p r o p o r t i o n 

o f p r i v a t e s a v i n g s t o i n d u s t r i a l f i e l d s . M e a s u r e s t o b e 

t a k e n i n r e g a r d t o h o u s i n g c r e d i t s w i l l , i t i s h o p e d , 

m a k e l u x u r y d w e l l i n g s l e s s p r o f i t a b l e t h a n b e f o r e . T h e 

o t h e r m e a s u r e s h a v e b e e n p o i n t e d o u t e a r l i e r i n t h e 

c h a p t e r . 

I t s e e m s t h a t t h e T u r k i s h A u t h o r i t i e s d i d n o t 

w a n t t o s e t s p e c i f i c t a r g e t s f o r p r i v a t e i n v e s t m e n t , 

b e c a u s e t h e g e n e r a l p o l i c y o f t h e p l a n i s t o e n c o u r a g e 

m a x i m u m d e v e l o p m e n t o f p r i v a t e i n i t i a t i v e . 

B u t o n e f e e l s t h a t t h e p a t t e r n a n d v o l u m e o f p r i v a t e 

i n v e s t m e n t s i n e a c h s e c t o r m u s t b e s e t b e f o r e h a n d i n o r d e r 

t o e n s u r e a c o n s i s t e n c y b e t w e e n v a r i o u s t a r g e t s a n d 

v a r i a b l e s . N o d o u b t , a c o r r e c t i o n o f p r i v a t e i n v e s t m e n t s 

w o u l d n e c e s s i t a t e a c o r r e s p o n d i n g c o r r e c t i o n i n t h e o v e r - a l l 

p l a n , o t h e r w i s e t h i s w o u l d r e s u l t i n a n i m b a l a n c e i n t h e 

d i s t r i b u t i o n o f a n n u a l r e s o u r c e s . I f t h e a c t u a l r a t e o f 

i n c r e a s e i n p r i v a t e i n v e s t m e n t s e x c e e d s t h e t a r g e t s s e t 

i n t h e p l a n a n d i f t h e p u b l i c s e c t o r i n s i s t s i n r e a l i z i n g 

i t s c u r r e n t e x r > e n d i t u r e a n d i n v e s t m e n t s , t h e t o t a l 

d e m a n d w i l l e x c e e d t h e s u p p l y o f r e s o u r c e s a n d t h i s w o u l d 
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c l e a r l y b r i n g a b o u t a n i n f l a t i o n a r y p r e s s u r e o v e r t h e 

w h o l e e c o n o m y . 

T h e r e f o r e i t w i l l b e i m p e r a t i v e f o r t h e g o v e r n m e n t t o 

r e v i s e i t s e x p e n d i t u r e t a r g e t s e a c h y e a r a n d r e a d j u s t t h e m 

a c c o r d i n g t o t h e i n v e s t m e n t s u n d e r t a k e n b y t h e p r i v a t e 

s e c t o r . A s a n a l t e r n a t i v e , t h e g o v e r n m e n t m u s t e v a l u a t e 

t h e w h o l e r a n g e o f i n v e s t m e n t p o s s i b i l i t i e s , g i v e p r i o r i t i e s 

o f p r o d u c t i o n a n d b e r e a d y t o m a k e t h e p r o d u c t i o n d e c i s i o n s 

i t s e l f , i f p r i v a t e e n t e r p r i s e f a i l s i n r e a l i s i n g i t s 

t a r g e t s w h i c h m i g h t e n d a n g e r t h e w h o l e s i t u a t i o n . 

Yf ' h a t i s u s u a l l y d o n e i n e c o n o m i c d e v e l o p m e n t p l a n s 

i s t h a t , f i r s t , a l a r g e n u m b e r o f a c t i v i t i e s t o b e 

u n d e r t a k e n b y p u b l i c a u t h o r i t i e s a r e s p e c i f i e d t o t h e 

e x c l u s i o n o f t h e p r i v a t e s e c t o r a n d t h a t t h e b a l a n c e i s 

p r e f e r a b l y l e f t t o p r i v a t e e n t r e p r e n e u r s . W h i l e t h e l a t t e r 

m u s t p o i n t o u t t h e p r o j e c t s a n d i n v e s t m e n t d e c i s i o n s t h e y 

a r e g o i n g t o t a k e , t h e f o r m e r a l s o m u s t d i s c l o s e t h e 

i n c e n t i v e s , e n c o u r a g e m e n t a n d a s s i s t a n c e w h i c h t h e 

g o v e r n m e n t i s w i l l i n g t o g i v e t h e p r i v a t e s e c t o r i n o r d e r 

t o c a r r y o u t t h e i r p r o j e c t s . 

T h e p a t t e r n o f i n v e s t m e n t p l a n n i n g i s w e l l - k n o w n . 

P l a n s c o n s i s t o f a n u m b e r o f i n v e s t m e n t s , u s u a l l y o f a n 

" i n f r a s t r u c t u r e " o r " S o c i a l o v e r h e a d " n a t u r e , a n d l i s t 

p o s s i b l y a n u m b e r o f h e a v y i n d u s t r i e s . T h e r e s t o f t h e 
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p r o g r a m m e i s l u m p e d t o g e t h e r a n d l e f t t o t h e p r i v a t e 

s e c t o r w i t h t h e v a g u e s t e n c o u r a g e m e n t s . C o n t r a r y t o t h i s , 

p u b l i c p r o j e c t s e n j o y t h e a d v a n t a g e o f e x p e r i e n c e d 

f o r e i g n c o n s u l t a n t s a n d a d v i s e r s e m p l o y e d b y t h e s t a t e , 

a n d h a v e p r i o r i t y i n t h e u s e o f a l l f a c t o r s a n d r e s o u r c e s , 

a s w e l l a s f i n a n c e . T h e p r i v a t e s e c t o r i s g i v e n t a r g e t s t o 

a c h i e v e , b u t u s u a l l y f a i l s t o r e a l i s e t h e s e t a r g e t s f o r 

o n e r e a s o n o r a n o t h e r . 

I n t h e T u r k i s h F i v e - Y e a r r - ' l a n , a t l e a s t , t h e r e i s 

e v i d e n c e t h a t i n e a c h w e l l - s t u d i e d p r o j e c t t h e g o v e r n m e n t 

i s d e t e r m i n e d t o i m p l e m e n t , a n d w i l l i n g t o o f f e r , t h e 

n e c e s s a r y s a f e g u a r d s a n d i n c e n t i v e s t o w h i c h p r i v a t e 

e n t e r p r i s e w i l l r e s p o n d . 

T h e p l a n w i l l e n c o u r a g e t h e p r i v a t e s e c t o r b y 

s p e c i f y i n g t h e l o n g - t e r m t a r g e t s o f e c o n o m i c g r o w t h a n d t h e 

e x p e c t e d d e v e l o p m e n t s i n v a r i o u s a c t i v i t i e s ; b y i n t r o d u c i n g 

t h e g e n e r a l e c o n o m i c p o l i c y ( f i s c a l a n d c r e d i t ) t o b e 

i m p l e m e n t e d b y t h e g o v e r n m e n t a n d , m o s t i m p o r t a n t l y , 

b y u n d e r t a k i n g l a r g e s c a l e d e v e l o p m e n t a l i n v e s t m e n t s . ^ ^ 

( 2 ) 

"where n o n - i n f 1 a t i o n a r y d e v e l o p m e n t w i l l b e t h e 

p o l i c y t h e p r i v a t e s e c t o r v e r y spec i f i c a l l y w i l l r e c e i v e 

t h e s e i n c e n t i v e s f r o m t h e g o v e r n m e n t : 1 ) g o v e r n m e n t 

( 1 ) F i r s t F i v e - Y e a r p l a n , p . 4 4 3 . 

( 2 ) I n f l a t i o n a r y p r e s s u r e s w i l l b e a v o i d e d b y f i s c a l a n d c r e d i t 
m e a s u r e s a s w e l l a s i f n e c e s s a r y , b y r e d u c i n g 

g o v e r n m e n t a l e x p e n d i t u r e s . O E C D . T u r k e y , 1 9 6 3 
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a g e n c i e s w i l l p r o v i d e t h e U n i o n ( C h a m b e r s o f C o m m e r c e a n d 

I n d u s t r y ) w i t h s y s t e m a t i c a n d c o n t i n u o u s i n f o r m a t i o n o n 

t h e d e v e l o p m e n t o f e a c h s e c t o r ( a n d o v e r - a l l g r o w t h ) a n d 

t h e n e w m e a s u r e s t o b e t a k e n , 2 ) i n v e s t m e n t i n p r o d u c t i v e 

f i e l d s w i l l r e c e i v e t h e n e c e s s a r y i n d u c e m e n t b y t h e 

c u t t i n g o f i n v e s t m e n t i n l u x u r y h o u s i n g ( t h r o u g h t a x 

m e a s u r e s a n d t a x e s o n s p e c u l a t i v e p r o f i t s s t e m f r o m r e a l 

e s t a t e ) , 3 ) l o n g t e r m i n v e s t m e n t c r e d i t s a n d m e d i u m - t e r m 

c r e d i t s ( w h i c h w e r e d i f f i c u l t t o o b t a i n i n t h e p a s t a n d 

w e r e m e t b y s h o r t - t e r m c o m m e r c i a l c r e d i t s ) w i l l b e 

e x t e n d e d b y e s t a b l i s h i n g I n v e s t m e n t B a n k s | ^ 4 ) a l s o n e w l y 

e s t a b l i s h e d i n d u s t r i e s w i l l r e c e i v e s e l e c t i v e t a r i f f 

p r o t e c t i o n w h i c h w i l l e v e n t u a l l y b e l i f t e d . I m p o r t a t i o n o f 

r a w m a t e r i a l s w i l l b e f a c i l i t a t e d a n d , t o p r o m o t e e x p o r t s , 

t h e p r o d u c t i o n t a x a n d o t h e r t a x e s o n e x p o r t g o o d s w i l l b e 

r e f u n d e d , 5 ) f i n a l l y , t o h e l p t h e p r i v a t e s e c t o r t o r e a l i s e 

i t s t a r g e t s , f o r e i g n i n v e s t m e n t w i l l b e a t t r a c t e d b y 

e n s u r i n g f o r e i g n i n v e s t o r s t h e r i g h t t o e n g a g e i n t h e 

s a m e f i e l d s o f a c t i v i t i e s a s T u r k i s h c o r p o r a t i o n s , a n d b y 

( 2 ) 
p r o v i d i n g s t r o n g g u a r a n t e e s i n t r a n s f e r a n d p a y m e n t s . 

A s we h a v e n o t e d e l s e w h e r e , t h e p u b l i c s e c t o r h a s 

b e e n g i v e n a d o m i n a n t r o l e i n u n d e r t a k i n g i n v e s t m e n t 

d e c i s i o n s a n d p r o j e c t s . O n e m a y a s k w h y t h e p l a n n e r s s e e 

( 1 ) A l s o t h e c r e d i t s o u r c e s o f t h e p e o p l e ' s 3 a n k & t h e 
P e o p l e ' s F u n d , w h i c h p r o v i d e s c r e d i t s t o s m a l l e n t e r p r i s e s , 
w i l l b e i n c r e a s e d . F i v e - Y e a r P l a n . p . 4 4 6 . 

( 2 ) I b i d , p . 4 4 7 . 
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m o r e i n v e s t m e n t o p p o r t u n i t i e s t h a n p r i v a t e e n t r e p r e n e u r s . 

F i r s t l y , a p r o p e r k n o w l e d g e o f m a r k e t s a n d t e c h n o l o g y 

m a y b e m e n t i o n e d h e r e . M a r k e t s u r v e y s , i n g e n e r a l , a r e 

e x p e n s i v e p r o c e d u r e s a n d m a y p r e s e n t c o n s i d e r a b l e 

d i f f i c u l t i e s w h i l e t h e i r a b s e n c e m a y p r e v e n t t h e e s t a b l i s h m e n t 

o f o t h e r w i s e p r o f i t a b l e e n t e r p r i s e s . T h e s c a r c i t y a n d 

e x p e n s e o f t e c h n i c a l p e r s o n n e l c o n s t i t u t e s a r e a l 

h a n d i c a p i n g r a s p i n g a k n o w l e c g e o f c u r r e n t t e c h n o l o g y . I t 

c a n , t h e r e f o r e , b e s a i d t h a t t h e d i f f e r e n c e b e t w e e n t h e 

i n d i v i d u a l a n d t h e p l a n n e r s ' r e a c t i o n i s o n e o f t i m e . T h i s 

i s t h e t i m e b e t w e e n e a c h o f t h e m b e c o m i n g a w a r e o f n e w 

o p p o r t u n i t i e s . S e c o n d l y , t h e r e i s a d i f f e r e n c e b e t w e e n 

s o c i a l a n d p r i v a t e c o s t s a n d b e n e f i t s . T h e p a y o f f p e r i o d 

i s u s u a l l y l o n g e r a n d t h e r i s k s g r e a t e r w h e n a l a r g e f i x e d 

i n v e s t m e n t i s u n d e r t a k e n . T h e e n t r e p r e n e u r w o u l d t h e n 

s u p e r i m p o s e a r i s k p r e m i u m o n h i s t u r n o v e r a n d p r o f i t 

e s t i m a t e s t h a t m i g h t m a k e t h e p r o j e c t u n e c o n o m i c . Y / h e n 

f o r e i g n c u r r e n c y i s u n d e r - v a l u e d t h e e c o n o m i c s o f 

p r o d u c i n g d o m e s t i c a l l y a c o m m o d i t y w h o s e i m p o r t w a s 

h i t h e r t o u n r e s t r i c t e d m a y n o t b e t h e s ame f o r t h e p l a n n e r 

a n d t h e e n t r e p r e n e u r . A n o t h e r p o i n t w h i c h m a y b e a d d e d 

t o t h i s i s t h a t t h e p r o f i t a b i l i t y o f a p r o j e c t t o a n 

e n t r e p r e n e u r d e p e n d s o n h i s p r o f i t a n d t h e t u r n o v e r t o 

c a p i t a l i n v e s t e d w h i l e t h e p l a n n e r e v a l u a t e s i n v e s t m e n t 

o p p o r t u n i t y b y t h e " v a l u e a d d e d " f r o m a l l f a c t o r s o f 
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p r o d u c t i o n i n c l u d i n g l a b o u r as w e l l . I n t h e f o r m e r c a s e , 

w a g e s a r e c o n s i d e r e d a s a c o s t t o b e d e d u c t e d f r o m p r o f i t s , 

w h i l e t o t h e l a t t e r i t c o n s t i t u t e s " v a l u e a d d e d " . F i n a l l y , 

t h e m a g n i t u d e o f t h e m a r k e t a n d t h e c o - o r d i n a t i o n o f 

p r o j e c t s m a y b e d i f f e r e n t t o e n t r e p r e n e u r s a n d t o p l a n n e r s . 

T h e e n t r e p r e n e u r s , a s a r u l e , c o n s i d e r t h e m a r g i n a l 

p r o d u c t i v i t y o f a s i n g l e i n v e s t m e n t a c c o r d i n g t o t h e c u r r e n t 

d e m a n d o r v i s i b l e d e m a n d f o r i t . ^ ^ 

A c t u a l l y , t h e f u l f i l l m e n t o f m o r e t h a n o n e 

i n v e s t m e n t u s i n g e a c h o t h e r ' s o u t p u t a n d t h e r e s u l t i n g 

e x p e n d i t u r e , m a y l e a d i n t o t h e i n v e s t m e n t p r o j e c t s w h i c h 

o t h e r w i s e w o u l d s t i l l b e u n e c o n o m i c . I n p l a n n i n g f o r 

c o - o r d i n a t e d i n v e s t m e n t s , o n e o r m o r e o f t h e p r o j e c t s m u s t 

b e e c o n o m i c , g i v e n t h e e x i s t e n c e o f o t h e r s . I f a l l o f t h e s e 

i n v e s t m e n t p r o j e c t s a r e u n e c o n o m i c , c o - o r d i n a t i o n i t s e l f w i l l 

n o t m a k e t h e m e c o n o m i c . A s s o o n a s o n e o f t h e i n v e s t m e n t 

d e c i s i o n s i s m a d e t h e o t h e r b e c o m e s e c o n o m i c m o r e r a p i d l y . 

Y /e s e e a g a i n t h a t t h e d i v e r g e n c e b e t w e e n t h e i n d i v i d t i a l a n d 

( 2 ) 
t h e p l a n n e r s ' d e c i s i o n i s o n e o f t i m i n g . 

M e a s u r e s t o b e t a k e n b y t h e G o v e r n m e n t m u s t s t a n d o n 

a c a r e f u l a n d l a r g e e v a l u a t i o n o f e a c h c a s e . T h e r e m u s t 

n o t b e t o o m u c h i n t e r v e n t i o n a n d p r o t e c t i o n b y t h e S t a t e 

( 1 ) S e e , A u b r e y . G . H e n r y , I n v e s t m e n t D e c i s i o n s i n U n d e r - d e v e l o p e d 
C o u n t r i e s , i n " C a p i t a l F o r m a t i o n a n d E c o n o m i c G r o w t h , " 
N a t . B u r e a u o f S c o n . R e s e a r c h , 1 9 5 5 , p p . 3 9 7 - 4 4 0 

( 2 ) C h e n e r y , H . . B , t h e I n t e r d e p e n d e n c e o f I n v e s t m e n t D e s i s i o n s , 
i n " A b r a m o v i t z M , " A 1 l o c a t i o n o f E c o n o m , R e s o u r c e s " 

S t a n f o r d , 1 9 5 9 . 



2 1 0 

b e c a u s e t h i s m i g h t l e a d t o s e l f - c o m p l a c e n c y a n d s t a g n a t i o n . 

O n t h e o t h e r h a n d , o n e m u s t n o t f o r g e t t h e f a c t t h a t t h e 

p r i v a t e s e c t o r c a n n o t b e e x p e c t e d t o o v e r c o m e i t s i n e r t i a 

w i t h o u t n e c e s s a r y a n d s p e c i a l i n c e n t i v e s a n d a s s i s t a n c e 

f r o m t h e g o v e r n m e n t . 

V I I - T H E S P L I T OF I N V E S T M E N T BETWEEN P U B L I C AND P R I V A T E 

SECTORS . 

P u b l i c i n v e s t m e n t s w i l l b e d i v i d e d a m o n g C e n t r a l a n d 

L o c a l A u t h o r i t i e s a n d , t h e S . E . E . F r o m T a b l e 1 0 , o n e c a n 

s e e t h a t 3 7 . 9 b i l l i o n s l i r a s o f t o t a l p u b l i c i n v e s t m e n t s w i l l 

b e s h a r e d b y t h e C e n t r a l a n d L o c a l A u t h o r i t i e s a n d , t h e 

S . E . E . a s 2 8 . 1 b i l l i o n l i r a s a n d 9 . 8 b i l l i o n r e s p e c t i v e l y . 

I n t h e p l a n p e r i o d o n e - f i f t h o f t h e i n v e s t m e n t i n 

a g r i c u l t u r e w i l l b e m a d e b y t h e p r i v a t e s e c t o r , w h i l e t h e 

r e m a i n d e r w i l l b e u n d e r t a k e n b y t h e S t a t e i n t h e f o r m o f 

i n f r a s t r u c t u r e s . A l a r g e p a r t o f i n v e s t m e n t i n 

m a n u f a c t u r i n g a n d m i n i n g w i l l b e u n d e r t a k e n b y t h e S . E . E 

w h i l e 1 / 3 o f t h e m a n u f a c t u r i n g i n v e s t m e n t s w i l l b e f r o m t h e 

p r i v a t e s e c t o r . A b o u t B O ^ ^ p e r c e n t o f t o t a l i n v e s t m e n t s 

i n t h e e n e r g y s e c t o r v / i l l b e m a d e b y t h e c o n s o l i d a t e d 

b u d g e t a n d t h e S . E . E . I n v e s t m e n t s i n t h e h o u s i n g s e c t o r 

w i l l m o s t l y b e r e a l i z e d b y t h e p r i v a t e s e c t o r w h i c h a m o u n t s 

t o 1 2 . 1 8 0 m i l l i o n T . l i r a s . 

A p o i n t w h i c h m u s t b e q u e s t i o n e d h e r e i s t h a t o f 

( 1 ) O E C D , T u r k e y , M a y 1 9 6 3 , p . 3 9 . 
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w h e t h e r i n f r a s t r u c t u r e i n v e s t m e n t s b y t h e S t a t e a n d 

i n v e s t m e n t s b y t h e S . E . E t h e f o r m e r c o n s t i t u t i n g h a l f a n d t h e 

l a t t e r o n e - f i f t h o f t o t a l p u b l i c i n v e s t m e n t , w i l l a c h i e v e 

t h e c a p i t a l - o u t p u t r a t i o o f 2 . 6 w h i c h i s p r o j e c t e d b y t h e 

p l a n n e r s ? I n o t h e r w o r d s c a n t h i s s t r u c t u r e o f i n v e s t m e n t 

w h i c h h a s a r a t h e r l o n g " g e s t a t i o n " p e r i o d , p r o d u c e t h e 

e x p e c t e d a n d n e c e s s a r y c o m m o d i t i e s w h i c h a r e p r o j e c t e d f o r 

t h e w h o l e p l a n p e r i o d ' s ; 

T h e S . E . E w h i c h d e p e n d e d a g r e a t d e a l u p o n o u t s i d e 

s o u r c e s i n t h e p a s t a n d w e r e u n a b l e t o r e a l i z e t h e i r 

i n v e s t m e n t p r o j e c t s w i t h o u t r e s o r t i n g t o s u c h f u n d s , w i l l 

h a r d l y s h o w a s a t i s f a c t o r y p e r f o r m a n c e d u r i n g t h e p l a n 

p e r i o d . A s c a n b e s e e n f r o m T a b l e 1 1 , t h e S . E . E . i n 1 9 6 2 , , 

w e r e n o t i n a p o s i t i o n t o f i n a n c e e v e n a s m a l l p a r t o f t h e i r 

g r o s s i n v e s t m e n t e x p e n d i t u r e a n d t h e l a t e s t e s t i m a t e s w e r e 

t h a t t h i s w i l l c o n t i n u e t o b e t h e c a s e i n 1 9 6 3 a n d 1 9 6 4 . 

T h e " n e t p r o f i t s " o f t h e S . E . E d e s p i t e a d o u b l i n g f r o m 1 9 6 2 

t o 1 9 6 7 w i l l b e a r n o r e l a t i o n t o t h e c a p i t a l w o r t h o f 

t h e s e f i r m s w h i c h i s p r o b a b l y o f t h e o r d e r o f 5 0 b i l l i o n 

T . l i r a s . ^ ^ M o r e c a n b e s a i d a g a i n s t t h e p r o j e c t i o n s o f 

d e c r e a s i n g " d e b t s e r v i c i n g " w h i c h i s e x p e c t e d t o d r o p f r o m 

4 9 3 m i l l i o n T . l i r a s i n 1 9 6 3 t o 3 6 0 m i l l i o n i n 1 9 6 7 . 

( 1 ) O E C D . o p . c i t . p . 2 1 . 
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T a b l e 10 - T h e S t r u e t u r e o f T o t a l I n v e s t m e n t s A c c o r d i n g t o 

S e c t o r s a n d A g e n c i e s . ( I n t h e F i r s t F i v e - Y e a r '. P 1 a n ) 

M i l l i o n T . L . 

S e c t o r s T o t a l I n f r a s t r u e t u r e s S . 2 . E . P r i v a t e 

A g r i c u l t u r e 1 0 . 5 4 8 7 . 8 9 7 6 6 6 1 . 9 8 5 

M i n i n g 3 . 2 3 2 - 1 . 3 5 0 1 . 8 8 2 

M a n u f a c t u r i n g 1 0 . 0 8 9 - 6 . 9 0 1 3 . 1 8 8 

E n e r g y 5 . 1 3 4 5 . 1 3 4 - -

T r a n s p o r t . 8 . 0 0 7 5 . 4 9 8 8 2 7 1 . 4 8 3 

S e r v i c e s 4 . 0 4 1 4 . 0 4 1 -

H o u s i n g 1 2 . 1 8 0 - - 1 2 . 1 8 0 

E d u c a t i o n 4 . 2 1 8 4 . 2 1 8 - T 

H e a l t h 1 . 3 5 9 1 . 3 5 9 - -

T o u r i sm 8 2 7 - — 8 2 7 

T O T A L 5 9 . 6 3 5 2 8 . 1 4 7 9 . 7 4 4 2 1 . 7 3 6 

S o u r c e : Y a l c i n , A , B e s Y i l l i k p l a n i n G e n e l G b r u n u s u , S B F . 

D e r g i s i , 1 9 6 3 , p . 4 3 . 

T h e i n v e s t m e n t s o f t h e S . S . E d u r i n g t h e p l a n p e r i o d 

w i l l b e f i n a n c e d t h r o u g h t h e b u d g e t , I n s u r a n c e a n d P e n s i o n 

F u n d s , t h e s p e c i a l " A m o r t i z a t i o n a n d C r e d i t F u n d " , a n d 

f o r e i g n a s s i s t a n c e , ( d i r e c t i n v e s t m e n t f r o m a b r o a d o r b y t h e 

m o r e i n d i r e c t w a y o f c o u n t e r p a r t f u n d s ) . F o r i n s t a n c e , i t w a s 

p r o j e c t e d i n 1 9 6 3 t h a t t h e s e e n t e r p r i s e s w o u l d o b t a i n 2 7 5 

m i l l i o n T . l i r a s f r o m t h e b u d g e t , 6 0 0 m i l l i o n f r o m c o u n t e r p a r t 

f u n d s a n d 1 . 0 0 0 m i l l i o n f r o m I n s u r a n c e a n d P e n s i o n F u n d s . 
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( i n c l u d i n g t h e s p e c i a l A m o r t i z a t i o n a n d C r e d i t F u n d ) . T h e s e 

f u n d s w e r e t o b e d i r e c t e d t o w a r d t h e o p e r a t i o n a l d e f i c i t 

( 1 5 0 m i l l i o n ) a n d t o i n v e s t m e n t s ( 1 . 7 3 0 m i l l i o n ) ^ 1 ^ ° 

A c c o r d i n g t o t h i s p r o j e c t i o n , i n v e s t m e n t s o f t h e S . E . E w e r e 

a c c o r d e d a 23 p e r c e n t i n c r e a s e i n 1 9 6 3 c o m p a r e d w i t h t h e 

( 2 ) 

l e v e l i n 1 9 6 2 . I n 1 9 6 4 t h i s was f o r e c a s t t o r i s e b y 

a l m o s t 6 0 p e r c e n t t o 2 . 6 5 4 m i l l i o n T . l i r a s . 

T h e m a i n r e a s o n s f o r t h e i n e f f i c i e n c y a n d l o w 

p r o d u c t i v i t y i n t h e S . E . E c a n b e s u m m a r i z e d a s f o l l o w s : 

i ) t h e p r i c i n g p o l i c i e s f o l l o w e d b y t h e g o v e r n m e n t h a v e , 

i n m o s t c a s e s , i m p o s e d o n e n t e r p r i s e s t h e b u r d e n o f 

s u b s i d i z i n g c o n s u m p t i o n g o o d s , i i ) t h e r e h a s b e e n a m i s u s e 

o f r e s o u r c e s t h r o u g h m i s d i r e c t e d , u n f i n i s h e d o r , i n some 

c a s e s , e x c e s s i v e i n v e s t m e n t s , i i i ) A l s o t h e r e i s n o p r o p e r 

c o s t - a c c o u n t i n g b e c a u s e f i x e d a s s e t s a r e n o t a d e q u a t e l y v a l u e d , 

a n d a c o n s i d e r a b l e p a r t o f i n v e s t m e n t h a s b e e n f i n a n c e d b y 

s h o r t - t e r m b a n k i n g c r e d i t s w h i c h c o n s t i t u t e s a h e a v y b u r d e n 

o n t h e m , i v ) t h e i r o r g a n i z a t i o n h a s d e f e c t s i n r e l a t i o n t o 

t h e c o m m a n d w i t h i n a n d b e t w e e n t h e m , a n d , a l s o t o t h e 
, ( 3 ) 

g o v e r n m e n t . 

( 1 ) O S C D , o p . c i t . p . 4 5 . 

( 2 ) T h e l e v e l o f S . E . E . i n v e s t m e n t s i n 1 9 6 2 w a s 1 . 4 0 0 m i l l i o n . 

I b i d . p . 4 4 . 

( 3 ) I b i d . p . 2 1 . 



2 1 4 . 

F u r t h e r , r e l a t i o n s b e t w e e n p a r l i a m e n t a n d t h e s e e n t e r p r i s e s 

a r e n o t we 1 1 - o r g a n ; , s e d a n d t h e H i g h C o n t r o l B o a r d , w h i c h i s 

a p a r l i a m e n t a r y b o d y a n d h a s c o n s i d e r a b l e p o w e r o v e r t h e s e 

e n t e r p r i s e s ; h a s b e e n u n s u c c e s s f u l i n p r o m o t i n g t h e i r 

p r o d u c t i v i t y . 

T h e r e f o r e i n 1 9 6 1 a g r o u p o f f o r e i g n e x p e r t s w a s 

i n v i t e d t o e x a m i n e t h e i r o p e r a t i o n s , a n d s u b m i t a r e p o r t 

a b o u t t h e i r s t u d i e s . T h e c o n c l u s i o n s o f t h e s e e x p e r t s 

w e r e t a k e n i n t o a c c o u n t i n t h e d r a f t i n g o f t h e l a w o n 

S . E . E . w h i c h w a s s u b m i t t e d t o p a r l i a m e n t i n 1 9 6 3 , a n d 

a p p r o v e d i n M a r c h 1 9 6 4 . ^ ^ A " S t a t e I n v e s t m e n t B a n k " 

t h a t w i l l r e p l a c e t h e p r e s e n t " A m o r t i z a t i o n a n d C r e d i t F u n d " 

v/as a l s o p r e p a r e d i n 1 9 6 3 i n l i n e w i t h t h e F i v e - Y e a r p l a n . 

T h i s w a s a p p r o v e d b y P a r l i a m e n t a t t h e same y e a . r . T h i s b a n k 

h a s r e s p o n s i b i l i t y f o r c o o r d i n a t i n g t h e i n v e s t m e n t f i n a n c e 

o f t h e S . E . E . 

G i v e n t h e i r 4 0 p e r c e n t s h a r e i n t o t a l i n d u s t r i a l 

p r o d u c t i o n a n d t h e i r c o v e r a g e o f m o s t o f t h e c o u n t r y ' s b i g 

i n d u s t r i a l a n d m i n i n g u n i t s , i t i s a p p a r e n t t h a t t h e e c o n o m i c 

d e v e l o p m e n t o f t h e c o u n t r y c a n b e a c h i e v e d i f t h e s e e n t e r p r i s e s 

c a n f u n c t i o n m o r e e f f i c i e n t l y a n d e c o n o m i c a l l y . T h e i r i d l e 

c a p a c i t y m u s t b e r e m o v e d a n d t h e i r c o m p e t i t i v e n e s s a g a i n s t 

p r i v a t e e n t e r p r i s e s s h o u l d b e e n c o u r a g e d s o t h a t t h e y c a n 

i m p r o v e t h e i r , p r o d u c t i v i t y . A l s o , t h e g o v e r n m e n t a u t h o r i t i e s 

( 1 ) I b i d . p . 2 1 . A l s o s e e , O E C D , T u r k e y A u g u s t , 1 9 6 4 , p . 1 8 . 
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s h o u l d r u l e o u t t h e e x c e s s i v e p r i v i l i g e s g i v e n t o t h e m i n 

t h e f i n a n c i n g o f t h e i r i n v e s t m e n t p r o j e c t s . T h i s s eems t o 

b e a. d i s i n c e n t i v e f o r i m p r o v i n g t h e i r e f f i c i e n c y . 

T a b l e 1 1 - P R O F I T A N D I N V E S T M E N T ACCOUNT OF T H E S . E . E . 

M i l l i o n T . L . 

1 9 6 2 1 9 6 3 1 9 6 5 1 9 6 7 

1 - N E T P R O F I T S . 9 1 1 5 9 2 7 9 3 4 8 

2 - D e p r e c i a t i o n A l l o w a n c e s 4 7 6 6 0 9 7 2 1 8 0 8 

3 - T o t a l o w n f u n d s ( = G r o s s 
P r o f i t s ) 5 6 7 7 6 6 1 . 0 0 0 1 . 1 5 6 

4 - T a x e s 2 2 4 2 1 8 2 6 1 2 9 9 

5 - D e b t S e r v i c i n g ( N e t ) 5 4 4 4 9 3 4 2 9 3 6 0 

6 - D i v i d e n d s - 30 3 4 4 1 

7 - T o t a l 4 t h r o u g h 6 7 6 8 7 4 1 7 2 4 7 0 0 

8 - 0 w n R e s o u r c e s ( = 3 - 7 ) - 2 0 1 - 2 5 + 2 7 6 + 4 5 6 

9 - C o n t i n u a t i o n a n d 
C o m p l e t i o n o f I n v e s t m e n t s 
a l r e a d y s t a r t e d . 1 3 6 3 1 . 5 3 1 6 4 7 6 0 0 

S o u r c e : O E C D , T u r k e y , M a y 1 9 6 3 , p a r i s , p . 2 0 . 
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CHAPTER V I . 

I N V E S T M E N T C R I T E R I A . 



T h i s c h a p t e r w i l l c o n t a i n d i s c u s s i o n o n t h e p l a n n i n g 

m e t h o d o l o g y , t h e b a l a n c e d g r o w t h a n d t h e i n v e s t m e n t c r i t e r i 

a d o p t e d i n t h e f o r m u l a t i o n o f t h e F i r s t F i v e - Y e a r P l a n . 

A l s o t h e m o s t s u i t a b l e i n v e s t m e n t f o r m u l a f o r f u t u r e 

d e v e l o p m e n t a l p r o g r a m m i n g w i l l b e e l a b o r a t e d . 

1 - T H E P L A N N I N G METHODOLOGY I N THE F I R S T F I V E - Y E A R P L A N . 

T h e m a i n w e a k n e s s i n t h e T u r k i s h e c o n o m i c 

p r o g r a m m i n g i n t h e p a s t h a s b e e n t h e l a c k o f d e v i c e s b y 

w h i c h o v e r - a l l o b j e c t i v e s c o u l d b e b r o u g h t t o b e a r i n 

t h e e v a l u a t i o n o f s p e c i f i c p r o j e c t s a n d m e a s u r e s . T h e 

p r o c e d u r e a d o p t e d i n t h e l a s t d e c a d e w a s t h a t f i r s t 

o b j e c t i v e s s u c h a s i m p r o v e m e n t i n e m p l o y m e n t , b a l a n c e o f 

p a y m e n t s a n d p r o d u c t i v i t y w e r e s e t , a n d t h e n t e c h n i c a l l y 

f e a s i b l e p r o j e c t s w e r e s e l e c t e d as t h e y c a m e a l o n g . I n 

T u r k e y , a s i n m a n y u n d e r d e v e l o p e d c o u n t r i e s , t h e 

" S e c t o r a l " a p p r o a c h w h i c h w a s b a s e d u p o n t h e c o l l e c t i o n o f 

p r o j e c t s f r o m v a r i o u s s e c t o r s f a i l e d t o p r o v i d e a r a t i o n a l 

a l l o c a t i o n o f r e s o u r c e s a s w e l l a s c o n s i s t e n c y a m o n g s e c t o r 

p r o g r a m m e s . R e s o u r c e a l l o c a t i o n i i i t h e p a s t w a s 

d e p e n d e n t u p o n s u b j e c t i v e a n d u n q u a n t i t a t i v e v a l u e 

j u d g e m e n t s w h i c h w a s r a t h e r a d i s a p p o i n t i n g p r a c t i c e . 

A - I N P U T - O U T P U T A N A L Y S I S . 

T h e r e f o r e , t h e r e c o g n i t i o n o f t h i s f a c t h a s l e d t h e 

p l a n n e r s t o c o n d u c t t h e i r p r o j e c t i o n s i n t w o s t a g e s . F i r s t 
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i n p u t - o u t p u t a n a l y s i s w a s p e r f o r m e d a c c o r d i n g t o a 

f i f t e e n - b y - f i f t e e n i n p u t - o u t p u t t a b l e w h e r e t h e d a t a o f 1 9 5 2 

w e r e u s e d . T h e d a t a c o l l e c t e d w e r e e v a l u a t e d a c c o r d i n g t o 

1 9 5 9 b u y e r s ' p r i c e s . T h e p r o d u c t i o n p r o j e c t i o n s w e r e m a d e 

i n r e l a t i o n t o t h e i n c r e a s e i n f i n a l d e m a n d w h i c h s t e m s 

f r o m t h e 7 p e r c e n t r a t e o f g r o w t h i n t h e n a t i o n a l i n c o m e . 

T h e t o t a l d e m a n d w a s d i v i d e d i n t o 7 g r o u p s . T h e s e 

g r o u p s c o n s i s t e d o f p r i v a t e c o n s u m p t i o n , p u b l i c c o n s u m p t i o n , 

e x p o r t s , c o m p e t i t i v e i m p o r t s , p r i v a t e i n v e s t m e n t s , p u b l i c 

i n v e s t m e n t s , a n d c h a n g e s i n s t o c k s . P r i v a t e c o n s u m p t i o n 

w a s e s t i m a t e d o n t h e b a s i s o f t h e i n c o m e e l a s t i c i t y o f 

( 2 ) 

c o n s u m e r d e m a n d i n t h e l a s t 10 y e a r s . P u b l i c c o n s u m p t i o n , 

o n t h e o t h e r h a n d , w a s t a k e n a s t h e d e m a n d o n s e c t o r s 

a r i s i n g f r o m g e n e r a l a n d a n n e x e d b u d g e t e x p e n d i t u r e s . 

F u r t h e r s t u d i e s w e r e c a r r i e d o u t o n e x t e r n a l m a r k e t s a n d 

o n t h e p r o d u c t i o n p o s s i b i l i t i e s o f e x p o r t a b l e g o o d s . F i n a l 

d e m a n d e s t i m a t e s w e r e a c c o m p a n i e d b y t h e d e m a n d e s t i m a t e s 

o f i n t e r m e d i a t e g o o d s . I n t e r - i n d u s t r y d e m a n d , t h e r e f o r e 

w a s b a s e d o n t h e e s t i m a t e d g r o w t h o f e a c h s e c t o r s i n o r d e r 

t o p r e v e n t b o t t l e n e c k s o f b a s i c g o o d s d u r i n g t h e p l a n 

p e r i o d . 

( 1 ) P l a n n i n g i n T u r k e y , S u m m a r y o f t h e F i r s t F i v e - Y e a r P l a n , 
A n k a r a , 1 9 6 3 , p . 1 3 . 

( 2 ) F i r s t F i v e - Y e a r D e v e l o p m e n t p l a n , o p . c i t . p . 1 1 8 I n c o m e 
e l a s t i c i t y o f dema.nd w a s c o m p a r e d t o i n c o m e e l a s t i c i t i e s 
i n c o u n t r i e s w i t h s i m i l a r p e r c a p i t a l e v e l s . 
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B - SSCTOR PROGRAMMES. 

S e c o n d l y a b a l a n c e b e t w e e n s e c t o r s w a s e n s u r e d b y a 

s e t o f m o d i f i c a t i o n s a n d a d j u s t m e n t s b a s e d o n t h e 

s t a t i s t i c a l i n f o r m a t i o n o b t a i n e d f r o m a l a r g e n u m b e r o f 

r e p o r t s , ( a l m o s t 50 r e p o r t s o n p r i v a t e b u s i n e s s ) . T h e 

d e m a n d p r o j e c t i o n s f o r e a c h s e c t o r i n c l u d e d s u b - s e c t o r s a n d i n 

i t s f o r m u l a t i o n t h e r e g i o n a l d e m a n d w a s t a k e n i n t o a c c o u n t 

a s we 11 . ^ ^ 

I n d e t e r m i n i n g p r o d u c t i o n t a r g e t s o f t h e s e c t o r s , 

f i n a l i n t e r - i n d u s t r y a n d f o r e i g n d e m a n d w e r e t a k e n i n t o 

c o n s i d e r a t i o n . T h e e x i s t i n g c a p a c i t y o f s e c t o r s w a s 

e x a m i n e d a n d t h e s u r p l u s c a p a c i t y w a s s o r t e d o u t . H o w a n d 

t o w h a t e x t e n t t h i s i d e l c a p a c i t y c a n b e u t i l i z e d w a s a l s o 

e s t i m a t e d . T h e a d d i t i o n a l c a p a c i t y w a s t h e n c a l c t i l a t e d i n 

o r d e r t o m e e t t h e d e m a n d w h i c h t h e a c t u a l a n d u t i l i z e d p a r t 

o f c a p a c i t y a r e n o t a b l e t o m e e t . T h e o p t i m u m c a p a c i t y 

o f p r o d u c t i o n r e a c h e d i n t h i s m a n n e r w a s b r o k e n d o w n b y p l a n 

y e a r s t o m e e t t h e d e m a n d o f e a c h y e a r a n d t o a c h i e v e 

c o n s i s t e n c y b e t w e e n d e m a n d a n d p r o d u c t i o n . A f t e r r e a c h i n g 

t h e c a p a c i t y r e q u i r e m e n t s a c c o r d i n g t o t h e t o t a l d e m a n d o f 

t h e e c o n o m y , i n v e s t m e n t n e e d e d f o r t h i s p u r p o s e w a s 

a d j u s t e d c o r r e s p o n d i n g l y . ^ ' ^ 

( 1 ) T h i s w a s d o n e p a r t i c u l a r l y i n e l e c t r i c a l p o w e r , 
t r a n s p o r t a n d c o m m u n i c a t i o n s . 

( 2 ) P l a n n i n g , S P O , S e p t e m b e r 1 9 6 3 , A n k a r a , P . 3 0 . I t s h o u l d 
a l s o b e n o t e d t h a t p r o d u c t i v e c a p a c i t y w a s d i s t r i b u t e d 
a m o n g r e g i o n s i n o r d e r t o u t i l i z e i t . 



219 

F o r the r e a l i s a t i o n of p r o d u c t i o n t a r g e t s of each 

s e c t o r , raw m a t e r i a l s and c a p i t a l goods to be imported from 

abroad were a l s o c a l c u l a t e d . On the o t h e r ha.nd e x p o r t s 

to be g e n e r a t e d by e a c h s e c t o r were e s t i m a t e d a c c o r d i n g 

to the f o r e i g n market c o n d i t i o n s . B e c a u s e an improvement 

i n the b a l a n c e of payments was s e t up as one of the main 

o b j e c t i v e s of the Development P l a n , the p l a n n e r s have 

g i v e n p r i o r i t y to the r e q u i r e m e n t s of import s u b s t i t u t i n g 

i n d u st r i e s . 

I n t h i s a pproach a c o m p a r i s o n of tiie m a r g i n a l 

p r o j e c t s w i t h i n s e c t o r s and among s e c t o r s has been the 

main p r i n c i p l e i n p r o j e c t e v a l u a t i o n s . I n the f i r s t s t a g e 

items w h i c h c a n n o t be produced t e c h n i c a l l y and p h y s i c a l l y 

a r e dropped from the programme. A l s o p r o d u c t s f o r which 

demand i s not l a r g e enough to j u s t i f y a minimum e f f i c i e n t 

u n i t of p r o d u c t i o n a r e e x c l u d e d . The r e m a i n i n g scope w i l l 

r e p r e s e n t a s e t of " i n v e s t m e n t p o s s i b i l i t i e s " w h i c h a r e 

s u i t a b l e t e c h n i c a l l y and market w i s e . Y e a r by y e a r the 

i n c r e a s e d demand g e n e r a t e d by p r e v i o u s i n v e s t m e n t w i l l 

b r i n g about "new i n v e s t m e n t p o s s i b i l i t i e s " . T h e r e f o r e the 

change i n demand f o r a p r o d u c t i s e s t i m a t e d so t h a t the 

t i m e - p a t h of i n v e s t m e n t s c a n be e s t a b l i s h e d o ver the whole 

p l a n p e r i o d . 

V,rhen we t a k e i n t o a c c o u n t the f o r e i g n t r a n s a c t i o n s , 

most commodities and s e r v i c e s w i l l have a c o n s i d e r a b l e 
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e f f e c t on the b a l a n c e of payments. I t i s g e n e r a l l y a c c e p t e d 

t h a t the b a l a n c e of payments i s the most i m p o r t a n t s o u r c e 

of i n v e s t m e n t p o s s i b i l i t i e s i n the absence of d e t a i l e d 

knowledge of demand p a t t e r n s . T h i s i s c o n d u c t e d i n the 

f o l l o w i n g manner: i f the r a t e of growth i n n a t i o n a l income 

i s known, import demands c a n be p r o j e c t e d c o r r e s p o n d i n g l y . 

S i m i l a r l y , e x p o r t e x p a n s i o n p o s s i b i l i t i e s can be b a s e d on 

income and p r i c e e l a s t i c i t i e s of the e x p o r t a b l e goods p l u s 

d o m e s t i c c o s t s t r u c t u r e . F o l l o w i n g t h i s , d o m e s t i c 

s u b s t i t u t i o n and export e x p a n s i o n a r e then e v a l u a t e d . 

The b a l a n c e of payments i s u s e d as a c e v i c e to 

c o n t r o l the c o n s i s t e n c y of i n v e s t m e n t a l l o c a t i o n s because 

any n e g l e c t of the i n t e r d e p e n d e n c e of i n v e s t m e n t d e s i s i o n s 

w i l l show an immediate e f f e c t on the b a l a n c e of payments. 

T h i s p r o c e d u r e w h i c h i s adopted by the T u r k i s h 

p l a n n e r s i s s u p e r i o r to the " s e c t o r a l " a p p r o a c h i n many 

r e s p e c t s . F i r s t i t g i v e s a v e r y c l e a r p i c t u r e of the 

economy's needs to producer s e r v i c e s . I n v e s t m e n t i n t h e s e 

s e c t o r s i s h i g h l y c a p i t a l consuming and, i t s r o l e i n 

i n c r e a s i n g the output of commodities i s d e c i s i v e . Y e t o v e r ­

i n v e s t m e n t i n t h e s e s e r v i c e s may e a s i l y l e a d to 

i n f l a t i o n a r y p r e s s u r e s w i t h o u t e n s u r i n g f u r t h e r growth, 

u n l e s s a p r o p e r s t u d y of m a r k e t s and r e s o u r c e s w h i c h t h i s 

i n v e s t m e n t w i l l s e r v e has been c a r r i e d o u t . ^ ^ 
(1) S e e , H i g g i n s . B , Economic Development, p r i n c i p l e s , problems 

and p o l i c i e s ,"The C a s e S t u d y i n I n d i a " . V/ .W. No r t o n & 
Co. New Y o r k . 1959. 
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T h i s method w i l l a l s o a v o i d the e s t a b l i s h m e n t of 

independent programmes l i k e " highways" o r "power 

programmes and l e ^ d s to the c r e a t i o n of t h o s e i n f r a s t r u c t u r e 

p r o j e c t s w h i c h are m o s t l y c o n n e c t e d w i t h i n c r e a s e d commodity 

produc t i o n . 

As a r e s u l t one may aay t h a t i f p r o d u c t demands and 

p o s s i b i l i t i e s of p r o d u c t i o n c a n be e v a l u a t e d by u n i f o r m c r i t e r i a , 

and the r e s u l t s found d e t e c t e d a g a i n s t the s u p p l y of f a c t o r s 

of p r o d u c t i o n , a degree of c o n s i s t e n c y and an e f f i c i e n t 

a l l o c a t i o n c a n be a c h i e v e d . I f not p e r f e c t t h i s a t l e a s t 

m i n i m i z e s i n p e r f e c t i o n s as f a r as c i r c u m s t a n c e s a l l o w . 
\ 

I I - THE BALANCED GROWTH AND RESOURCE ALLOCATION. 

I n the " O b j e c t i v e s and the s t r a t e g y of the p l a n " i t 

has been s t a t e d t h a t " i n the l o n g - r u n development i n T u r k e y 

w i l l m a t e r i a l i s e a s a r e s u l t of i n v e s t i n g i n the most 

p r o d u c t i v e f i e l d s . I n a c o u n t r y l i k e T u r k e y where n e a r l y 

h a l f of the n a t i o n a l income i s g e n e r a t e d i n a g r i c u l t u r e and 

where t h r e e - f o u r t h s of the p o p u l a t i o n l i v e i n v i l l a g e s , 

i t i s a p p r o p r i a t e to t h i n k i n terms of m a r g i n a l a d j u s t m e n t s 

r a t h e r t h a n i n terms of a l l or n o t h i n g when c o n s i d e r i n g the 
" • ( 2) 

c h o i c e between a g r i c u l t u r e a l and i n d u s t r i a l i n v e s t m e n t s 

(1) C h e n e r y H.B. Development p o l i c i e s and programmes, 
Economic B u l l e t i n f o r L a t i n A m e r i c a , V o l . I l l , No.1.March, 

1953. 
(2) S e e , I n t r o d u c i n g T u r k e y ' s S t a t e P l a n n i n g o r g a n i s a t i o n , 

A n k a r a , 1963, p.17. 
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One c a n c o n c l u d e from the s t a t e m e n t above t h a t the 

f i r s t F i v e - Y e a r p l a n has c h o s e n the " B a l a n c e d growth" d o c t r i n e 

f o r i t s economic development p a t h . But i t has not d e f i n e d 

p r o p e r l y what i s meant by the c o n c e p t of b a l a n c e d growth, 

though i t i s mentioned v e r y f r e q u e n t l y . 

The main c o n s i d e r a t i o n b e h i n d the c h o i c e of B a l a n c e d 

Growth has been the r e s o l u t i o n to m a i n t a i n a b a l a n c e and a v o i d 

b o t t l e n e c k s among s e c t o r s , and, f u r t h e r , to l a y the 

f o u n d a t i o n s of s u s t a i n e d d e v e l o p m e n t . ' ^ 

F o r t h i s purpose i t i s s a i d t h a t n a t u r a l r e s o u r c e s , 

c a p i t a l and manpower would be a l l o c a t e d i n the most economic 

way to i n c r e a s e f a c t o r s of p r p d u c t i o n . A l s o as we have 

noted e a r l i e r , i n t e r - s e c t o r a l r e l a t i o n s a r e m a i n t a i n e d to 

p r e v e n t i n b a l a n c e s and b o t t l e n e c k s . I n o r d e r to e n s u r e 

s u s t a i n e d development p r o d u c t i o n of goods and s e r v i c e s w i l l 

be on a s c a l e to meet long-term demand. A c c o r d i n g l y 

i n v e s t m e n t s w i l l be c h a n n e l l e d toward t h e output of t h o s e 

goods and s e r v i c e s f o r whic h demand i s l i k e l y to i n c r e a s e 

w i t h r i s i n g incomes. 

A b a l a n c e d growth of i n d u s t r y and a g r i c u l t u r e has been 

s t a t e d to be the main p r i n c i p l e i n s u s t a i n e d growth. 

T h e r e f o r e , the e x p a n s i o n of i n d u s t r y i s c l o s e l y r e l a t e d to the 

development i n a g r i c u l t u r e s i n c e i n the l a t t e r p e r c a p i t a 

income i n c r e a s e s w i l l be needed to c r e a t e new m a r k e t s f o r 

(1) F i r s t F i v e - Y e a r Development p l a n , o p . c i t . p.117. 
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n o n - a g r i c u l t u r a l p r o d u c t s . S i m i l a r l y i n d u s t r i a l growth 

i s u r g e d to absorb the s u r p l u s of l a b o u r l i v i n g a t 

s u b s i s t e n c e l e v e l and e x e r t i n g g r e a t p r e s s u r e on the p e a s a n t 

ec onomy. 

An a p p r o p r i a t e d i s t r i b u t i o n of p r o d u c t i v e i n v e s t m e n t 

between i n d u s t r y and a g r i c u l t u r e , i s , however, not s u f f i c i e n t 

i n i t s e l f to p r o v i d e a s t e a d y growth i n t o t a l o u t p u t . 

B o t h i n d u s t r i a l and a g r i c u l t u r a l development may be h i n d e r e d 

by the s h o r t a g e and i n a d e q u a c y of b a s i c f a c i l i t i e s , s u c h 

as t r a n s p o r t and p o w e r . T h e r e f o r e , i n the f i r s t p l a n , 

due a t t e n t i o n was a l s o g i v e n t o s u c h s e r v i c e s where both 
(2) 

r e c e i v e a 23.3 p e r c e n t s h a r e i n t o t a l i n v e s t m e n t . 

I t i s g e n e r a l l y assumed t h a t an adequate s u p p l y of b a s i c 

f a c i l i t i e s i s a p r e r e q u i s i t e f o r f u t u r e e x p a n s i o n of 

commodity p r o d u c t i o n , y e t e x c e s s i v e i n v e s t m e n t i n such 

b a s i c s e r v i c e s may c a u s e i n f l a t i o n a r y p r e s s u r e s i n the economy. 

T h e r e a r e sound r e a s o n s to b e l i e v e t h a t the b a l a n c e d 

growth approach to economic development of T u r k e y i s 

j u s t i f i a b l e . 

(1) F o r i n s t a n c e i n A r g e n t i n a , owing to n e g l i b l e i n v e s t m e n t 
or even d i s i n v e s t m e n t i n t h e s e s e c t o r s d u r i n g the 1940's 
and e a r l y 1950's a c u t e s h o r t a g e s of t h e s e s e r v i c e s have 
been e x p e r i e n c e d i n r e c e n t y e a r s and p r o d u c t i o n i n o t h e r 
s e c t o r s was a d v e r s e l y a f f e c t e d . See.UN,World Economic 
S u r v e y , 1 9 5 9 . I n v e s t m e n t T r e n d s and P o l i c i e s i n the 
U n d e r d e v e l o p e d C o u n t r i e s , p.78. 

(2) F i r s t F i v e - Y e a r p l a n . p.123. 
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i ) T u r k e y ' s u n b a l a n c e d growth e x p e r i e n c e w h i c h goes 

f a r back to 1935 and was i n i t i a t e d w i t h the F i r s t F i v e - Y e a r 

I n d u s t r i a l i s a t i o n Programme d i d not e n s u r e a s u s t a i n e d 

growth i n the economy d e s p i t e the f a c t t h a t i t was e x e r c i s e d 

f o r a l m o s t 20 y e a r s . ( S e e C h a p t e r 2) Many of t h e i n d u s t r i e s 

were f o r c e d to o p e r a t e below f u l l c a p a c i t y owing to the l a c k 

of m a r k e t s and u n b a l a n c e d growth i n o t h e r s e c t o r s . 

I n d u s t r i a l i s a t i o n c a n n o t be a c c e l e r a t e d w i t h o u t 

c r e a t i n g new ma r k e t s f o r n o n - a g r i c u l t u r a l p r o d u c t s and t h i s 

c a n o n l y be a c h i e v e d by i n c r e a s i n g income of t h e a g r i c u l t u r a l 

p o p u l a t i o n v/hich c o n s t i t u t e s t w o - t h i r d s o f t h e t o t a l 

p o p u l a t i o n . A l s o i t must be remembered t h a t the r a t e a t 

wh i c h any i n d u s t r y grows i s c o n d i t i o n e d by the r a t e at w h i c h 

o t h e r i n d u s t r i e s grow. One may b e l i e v e t h a t d i v e r s i f i e d 

home market i n d u s t r i e s growing t o g e t h e r and s u p p l y i n g each 

o t h e r w i t h expanding m a r k e t s a r e e s s e n t i a l e l e m e n t s of the 

dynamics of t e c h n o l o g i c a l p r o g r e s s . 

i i ) A c t u a l l y T u r k e y , as we s a i d i n C h a p t e r 5, has 

c o n c e n t r a t e d e x c e s s i v e l y on s o c i a l o v e rhead i n v e s t m e n t s 

(1) "The d o c t r i n e of b a l a n c e d growth s o l v e s t h e a g r i c u l t u r a l 
m a r k e t i n g w h i c h i s l i m i t e d by the absence of employment 
o p p o r t u n i t i e s i n i n d u s t r y w h i c h f o r c e s a g r i c u l t u r e to fe e d too 
many pe o p l e on the farms. A l s o i n d u s t r y cannot expand by 
i t s e l f b e c a u s e i t needs expanded m a r k e t s i n a g r i c u l t u r e . 
T h e r e f o r e the way to r u l e out t h i s m a r k e t i n g d e a d l o c k i s to 
compose a range of new p l a n t s i n s u c h a way t h a t f u l l advantage 
i s t aken of c o m p l e m e n t a r i t i e s and e x t e r n a l economies on the 
s u p p l y s i d e , and of the c o m p l e m e n t a r i t i e s of m a r k e t s on the 
demand s i d e " S e e . S i n g e r H.V/'., B a l a n c e d Growth i n Economic 
Development, the Mal a y a n Econ.Review, Octob.1958 .pp.5-6 . 
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and b a s i c s e r v i c e s d u r i n g the p e r i o d 1945-1960 w h i c h 

c r e a t e d a sound b a s e f o r the a p p l i c a t i o n of " B a l a n c e d 

Growth". A l s o l a r g e s c a l e i n v e s t m e n t i n a g r i c u l t u r e has 

been p r o j e c t e d to make the new system s e l f - c o n t a i n e d and 

meet the demand of o t h e r s e c t o r s a c c o r d i n g l y . 

i i i ) A c c o r d i n g to the p l a n n e r s ' p r o j e c t i o n the 

m a r g i n a l r a t e s of s a v i n g s (27 p.c.) and t a x a t i o n have been 

s u f f i c i e n t l y h i g h to s e c u r e the e x p o s t i d e n t i t y of s a v i n g s 

and i n v e s t m e n t w i t h o u t i n f l a t i o n . T u r k e y has t a k e n n e c e s s a r y 

m easures to i n c r e a s e i t s d o m e s t i c f i n a n c i a l r e s o u r c e s by 

a d o p t i n g a new a g r i c u l t u r a l income t a x , h i g h e r r a t e of 

p r o g r e s s i v e t a x a t i o n (on income and c o r p o r a t i o n t a x ) , and 

by v i s u a l i s i n g the S.S.E to g e n e r a t e t h e i r own funds 

w i t h o u t any burden on the g e n e r a l budget. T u r k e y has a l s o 

been e n a b l e d to overcome her a c u t e s h o r t a g e of c a p i t a l and 

f o r e i g n exchange needed f o r the i m p l e m e n t a t i o n of the 

F i r s t F i v e - Y e a r p l a n through the c o n s o r t i u m e s t a b l i s h e d f o r 

a i d to T u r k e y . T h e r e f o r e one of the main c o n d i t i o n s of 

b a l a n c e d growth ( f i n a n c i a l r e q u i r e m e n t s ) was then a t l e a s t 

p r o v i d e d . 

One tends to b e l i e v e t h a t a f a i l u r e i n e n s u r i n g a 

b a l a n c e d growth among v a r i o u s s e c t o r s and p a r t i c u l a r l y 

between i n d u s t r y and a g r i c u l t u r e has been one of the main 

r e a s o n s why T u r k e y has n o t a c q u i r e d s u s t a i n e d economic growth. 
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',7e f e e l t h a t the " B a l a n c e d Growth" a p p r o a c h of the p l a n n e r s 

i s a p l a u s i b l e c ho i c e . 

I I _ I - INVESTMENT C R I T E R I A . 

I t i s g e n e r a l l y a g r e e d t h a t s h o r t a g e of c a p i t a l , 

though by no means the o n l y o b s t a c l e , i s one of the main 

o b s t a c l e s to r a p i d economic development i n u n d e r d e v e l o p e d 

c o u n t r i e s . G r e a t importance t h e r e f o r e , a t t a c h e s to the 

q u e s t i o n of how t h e s e c o u n t r i e s can make the b e s t u s e of the 

c a p i t a l they c a n command. 

The p r i n c i p l e , i n t r a d i t i o n a l economic a n a l y s i s , has 

been namely t h a t c a p i t a l ( l i k e o t h e r r e s o u r c e s ) s h o u l d be 

so a l l o c a t e d between and w i t h i n d i f f e r e n t s e c t o r s of the 

economy t h a t the r e t u r n from, o r n e t p r o d u c t i v i t y of the 

l a s t or m a r g i n a l u n i t employed i n e a c h of the d i f f e r e n t 

u s e s s h a l l be as n e a r l y as p o s s i b l e e q u a l . ^ * ^ A c c o r d i n g l y 

t h i s p r i n c i p l e f a v o u r s s p r e a d i n g c a p i t a l r a t h e r w i d e l y 

and t h i n l y throughout the economy and u s i n g l a b o u r - i n t e n s i v e 

r a t h e r than c a p i t a l - i n t e n s i v e methods of p r o d u c t i o n . 

Some o t h e r s , however, have t a k e n the v i e w t h a t i f 

u n d e r d e v e l o p e d c o u n t r i e s s p r e a d t h e i r c a p i t a l w i d e l y and u s e 

l a b o u r - i n t e n s i v e t e c h n i q u e s , new i n v e s t m e n t s w i l l not make 

a s u f f i c i e n t impact i n any one s e c t o r of t h e economy to b r i n g 

(1) I n t e r n a t i o n a l L a b o u r Review, I n t e r n a t i o n a l L a b o u r O f f i c e , 
"Some a s p e c t s of I n v e s t m e n t P o l i c y i n U n d e r d e v e l o p e d 
C o u n t r i e s " , J a n - J u n e , 1958. 
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about any r a d i c a l t r a n s f o r m a t i o n i n the economic s t r u c t u r e 

o r to a c h i e v e a " t a k e - o f f " i n t o s e 1 f - s u s t a i n e d g r o w t h . ^ ^ 

A c c o r d i n g to the c a p i t a l - i n t e n s i v e i n v e s t m e n t s c h o o l , i t w i l l 

be w i s e r to c o n c e n t r a t e a l a r g e p r o p o r t i o n of newly 

a v a i l a b l e c a p i t a l on the e s tab 1 i slimen t of i n d u s t r i a l n u c l e i 

e v e n a t the c o s t of l e a v i n g the r e s t of the economy s t a r v e d 

of c a p i t a l i n the hope t h a t t h e s e i n d u s t r i a l n e c l e i ( o r 

development b l o c k s ) w i l l c o n s t i t u t e s t r a t e g i c growing p o i n t s 

from w h i c h the i m p u l s e towards growth w i l l s p r e a d to the 

r e s t of the economy. 

Y e t an a p p e a l to h i s t o r y l e n d s v e r y d o u b t f u l s u p p o r t 

to t h i s a p p r o a c h . T h e r e have been many c a s e s i n w h i c h t h e 

e s t a b 1 i s h m ent of c a p i t a l - i n t e n s i v e n u c l e i has not brought 

about a p r o c e s s of growth i n the r e s t of the economy, i . e . 

o i l i n s t a l l a t i o n s i n the M i d d l e E a s t C o u n t r i e s . 

I n the F i r s t F i v e - Y e a r p l a n , as c a n be s e e n from the 

s t a t e m e n t above ( i n o b j e c t i v e s and the s t r a t e g y of the 

p l a n ) r e s o u r c e s w i l l be c h a n n e l l e d a c c o r d i n g to the 

" m a r g i n a l a d j u s t m e n t " c r i t e r i o n . I t i s hot e x p l a i n e d 

what i s meant by t h i s d e f i n i t i o n , y e t i t a p p e a r s t h a t the 

m a r g i n a l p r o d u c t i v i t y of i n v e s t m e n t s has been p o i n t e d o u t . 

The p r o j e c t s have been d i v i d e d i n t o two broad 

c a t e g o r i e s . The f i r s t group i n c l u d e d the p r o j e c t s of an 

(1) I n t e r n a t i o n a l L a b o u r Review, o p . c i t . And a l s o , s e e , 
G a l e n s o n , !vr. & L e i b e n s t e i n H. " I n v e s t m e n t C r i t e r i a , 
P r o d u c t i v i t y and Economic Development, .QJE, F e b . 1955, 
N o . l , V o l . L X I X . 
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economic n a t u r e and f o r them the c r i t e r i o n of m a r g i n a l 

p r o d u c t i v i t y has been a p p l i e d . I n the second group 

p r o j e c t s of a s o c i a l n a t u r e were examined and r e g i o n a l 

development p o s s i b i l i t i e s and coinparat i v e "needs were 

c o n s i d e r e d the most s u i t a b l e c r i t e r i a . 

I n g i v i n g p r i o r i t i e s to p r o j e c t s the f o l l o w i n g 
(2) 

c r i t e r i a have been t a k e n i n t o a c c o u n t : 
(1) the v a l u e added by the p r o j e c t to the n a t i o n a l 

i n c ome, 

(2) the e f f e c t of e a c h p r o j e c t on the b a l a n c e of 
payments, 

(3) the employment e f f e c t of each p r o j e c t , 

(4) the economic p r o f i t a b i l i t y of the p r o j e c t s w i t h i n 

t h e i r s p e c i f i e d p e r i o d s , 

(5) c o m p a r a t i v e c o s t . 

B u t i t has not been p o s s i b l e to f i n d the m a r g i n a l 

p r o d u c t i v i t y f o r m u l a adopted by the p l a n n e r s i n s e l e c t i n g 

i n v e s t m e n t p r o j e c t s . The r e a l problem h e r e i s to f i n d a 

c a r e f u l b a l a n c e between t h e s e o b j e c t i v e s and a v o i d a n y t h i n g 

t h a t c o u l d u p s e t t h i s b a l a n c e . 

Once we have a method of e s t i m a t i n g p r o d u c t demands 

and i n v e s t m e n t p o s s i b i l i t i e s v/e must f i n d a f o r m a l c r i t e r i o n 

w h i c h c o u l d be u s e d to e v a l u a t e p r o j e c t s and d e t e r m i n e 

p r i o r i t i e s . An i n v e s t m e n t c r i t e r i o n s h o u l d r e f l e c t the 

(1) F i r s t F i v e - Y e a r p l a n , o p . c i t . 1 9 6 3 - 1 9 6 7 , p . 1 2 1 
(2) F i r s t F i v e - Y e a r p i a n . p . 1 2 1 . 
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r e l a t i v e a v a i l a b i l i t y of s c a r c e r e s o u r c e s i n e v a l u a t i n g 

e a c h p r o j e c t and a l s o s h o u l d r e s u l t i n an i n v e s t m e n t 

c o m b i n a t i o n s which o p t i m i z e r e s u l t s i n the p l a n p e r i o d as 

w e l l as i n e a c h i n v e s t m e n t y e a r . 

T h e r e a r e a s e t of i n v e s t m e n t c r i t e r i a ' ^ c a n be u s e d 

i n r e s o u r c e a l l o c a t i o n , but the most i m p o r t a n t ones have 

been the s o c i a l m a r g i n a l p r o d u c t i v i t y of i n v e s t m e n t and 

the c o s t : b e n e f i t r a t i o . 

A c c o r d i n g to A.F.Kahn, and II.B.Chenery the c o r r e c t 

c r i t e r i o n f o r o b t a i n i n g the maximum r e t u r n from l i m i t e d 

r e s o u r c e s i s m a r g i n a l p r o d u c t i v i t y o r , from the p o i n t of 

v i e w of the s o c i e t y as a whole, s o c i a l m a r g i n a l p r o d u c t i v i t y 

SMP, t a k i n g i n t o a c c o u n t the t o t a l n e t c o n t r i b u t i o n of 

the m a r g i n a l u n i t to n a t i o n a l p r o d u c t , and not t h a t 

p o r t i o n of the c o n t r i b u t i o n w h i c h may a c c r u e to the p r i v a t e 
(2) 

s e c t o r . 

The s o c i a l m a r g i n a l p r o d u c t i v i t y c r i t e r i o n has been 

m o s t l y u s e d i n u n d e r d e v e l o p e d c o u n t r i e s w h i l e the c o s t : 

b e n e f i t r a t i o has been u s e d more o f t e n i n advanced c o u n t r i e s . 
(1) A c c o r d i n g to Murray,D.Bryce, t h e r e a r e a l a r g e number of 
i n v e s t m e n t c r i t e r i a c a n be a p p l i e d i n p r o j e c t s e l e c t i o n s u c h a s , 
f a c t o r i n t e n s i t y , the p l a n t s i z e and c o m p l e x i t y c r i t e r i o n , the 
f o r e i g n exchange b e n e f i t s , the c o m m e r c i a l p r o f i t a b i l i t y , and 
n a t i o n a l economic p r o f i t a b i l i t y c r i t e r i a . M , D . B r y c e , I n d u s t r i a l 
Development, A G u i d e f o r A c c e l e r a t i n g Economic Growth, McGraw-
H i l l Book Comp. Inc.New York,1960,p.23. 
(2) See, Kahn,A.F. I n v e s t m e n t C r i t e r i a i n Development.QJE,1951. 
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G i v e n the o b j e c t i v e s of the F i r s t F i v e - Y e a r Development 

p l a n w h i c h a r e to maximise n a t i o n a l income, to i n c r e a s e 

employment and to o b t a i n the h i g h e s t f o r e i g n c u r r e n c y 

e a r n i n g s per u n i t of i n v e s t m e n t , i t may be s u g g e s t e d t h a t 

the s o c i a l m a r g i n a l p r o d u c t i v i t y i s the b e s t c r i t e r i o n to 

be a p p l i e d i n r e s o u r c e a l l o c a t i o n . 

The s o c i a l p r o d u c t of a g i v e n i n v e s t m e n t u n i t i n 

terms of the p l a n o b j e c t i v e s c o n s i s t s not o n l y o f the t o t a l 

v a l u e added but of the employment added and the net 

e f f e c t on the b a l a n c e of payments. T h i s s t a t e m e n t c a n be 

r e p r e s e n t e d i n the f o l l o w i n g f o r m u l a : ' ^ ' 

U = U(Y,B,17, . . .) (1) Where, 

Y = e f f e c t on n a t i o n a l income 

B = n e t e f f e c t on the b a l a n c e of payments, 

V.r = e f f e c t on the wage fl o w , 

U = i n d e x of s o c i a l w e l f a r e , 

H e r e , employment i n c l u d e s the manpower use d i n the 

o p e r a t i o n of a c e r t a i n p r o j e c t and i s r e p r e s e n t e d by the 

annual v/age f l o w . Wages, d u r i n g the c o n s t r u c t i o n p e r i o d of 

the p r o j e c t i s assumed to be a p a r t of the i n v e s t m e n t . Income 

i n c l u d e s the i n c r e a s e d market v a l u e of output a f t e r . d e d u c t i o n 

of the c o s t s of raw m a t e r i a l s and s e r v i c e s w h i c h come from 

abroad as w e l l as the d e d u c t i o n of the r a t e of i n t e r e s t on 

(1) Bee, Chenery,H.B, The A p p l i c a t i o n of I n v e s t m e n t C r i t e r i a , 
QJE, 1953, Volume L X V I I I . 
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c a p i t a l . ( C o s t s of s e r v i c i n g c a p i t a l ) . The p r o d u c t of the 

i n v e s t m e n t r e p r e s e n t s a c o n s t a n t n e t a d d i t i o n to the annual 

f l o w of output and d i f f e r e n c e s i n p h y s i c a l d u r a b i l i t y do not 

e f f e c t the c o m p a r a b i l i t y of p r o j e c t s b e c a u s e t h e y a r e 

r e f l e c t e d i n the p r o v i s i o n f o r a m o r t i z a t i o n , i n t e r e s t and 

o b s o l e s c e n c e . 

The i n c r e m e n t i n U c o r r e s p o n d i n g to a g i v e n i n c r e m e n t 

i n i n v e s t m e n t may be w r i t t e n ; 

D U = ^ - D Y H-Sg- DB +-gL DV,r (2) 
dY dB dlf 

I f we measure U i n n a t i o n a l income u n i t s and d i v i d e 

L 
dY 

Oy = i f W e o b t a i n ; 

DU=DY •! DB H--~~ m O ) dB dW 

As c a n be s e e n from the f o r m u l a the m a r g i n a l change 

i n s o c i a l w e l f a r e (DU) i s e q u a l to the s o c i a l m a r g i n a l p r o d u c t 

of a g i v e n i n v e s t m e n t . 

a n < ! t h e n becomes the m a r g i n a l r a t e s of 
dB dv,' & 

s u b s t i t u t i o n between income and f o r e i g n c u r r e n c y and income 

and wages. These two r a t i o s i n d i c a t e the number of u n i t s 

of output w h i c h the p l a n n e r i s w i l l i n g to s a c r i f i c e i n o r d e r 

to o b t a i n a u n i t i n c r e a s e i n f o r e i g n c u r r e n c y e a r n i n g s and 

i n wages (employment). 
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Some c o r r e c t i o n s w i l l be n e c e s s a r y i f t h e r e i s a 

gap i n the b a l a n c e of payments and a problem of unemployment 

where some have the burden of s u p p o r t i n g the unemployed 

w o r k e r s . B e c a u s e the b a l a n c e of payments d e f i c i t i s 

l a r g e and the m a r g i n a l p r o p e n s i t y to import i s 1 . 1 6 ^ ^ , 

we may note t h a t the v a l u e of e v e r y m a r g i n a l u n i t of 

f o r e i g n exchange e a r n e d i s w o r t h 16% more than the c u r r e n t 

f o r e i g n exchange r a t e would d e t e r m i n e . 

When we t u r n t o the employment s i t u a t i o n i n the 

c o u n t r y we c a n s a y t h a t one worker i n t e n i s unemployed and 

t h e r e f o r e e v e r y 9 w o r k e r s w i l l s h a r e the b u r d e n o f s t i p p o r t i n g 

a t e n t h one a t a minimum s t a n d a r d of l i v i n g . 

I f we c a l l the f i r s t r a t i o r ^ and the second one r ^ 

a g a i n we c an w r i t e : 

dY = r x 

dB 

dY = r. 
dVf 

The f o r m u l a 3 then t a k e s the form: 

r-x-xi Y , B r , Wr_ 

K K 

I n t h i s l a s t f o r m u l a a l l v a r i a b l e s r e p r e s e n t a n n u a l 

f l o w s w i t h the e x c e p t i o n of K w h i c h i s i n terms of s t o c k 

i n c r e m e n t s to c a p i t a l . 

(1) T h i s f i g u r e i s found f o r 1959 
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Under t h e a s s u m p t i o n s of a minimum of e f f i c i e n t 

p l a n t and t e c h n o l o g i c a l l y s u i t a b l e i n v e s t m e n t , t h e s e r a t e s 

s e r v e as a r a n k i n g d e v i c e i n the s e l e c t i o n of i n v e s t m e n t 

p r o j e c t s . A change i n s c a r c i t y or s u r p l u s of f o r e i g n c u r r e n c y 

and l a b o u r w i l l r e s u l t i n a change i n t h e s e r a t i o s and the 

p r i o r i t i e s of p r o j e c t s w i l l be a f f e c t e d , y e t i n c l u s i o n o r 

e x c l u s i o n of the p r o j e c t s w i l l be out of the q u e s t i o n i n the 

f o r m u l a t i o n of i n v e s t m e n t programme. 

S h o u l d uneconomic p r o j e c t s w h i c h a r e t e c h n i c a l l y -

s u i t a b l e but l a c k a l a r g e market to p e r m i t of 

c o m p e t i t i v e n e s s , ' ^ b e r e j e c t e d g i v e n t h a t t h e r e i s e x t e n s i v e 

unemployment i n the economy? Or i n o t h e r words, i s t h e r e any 

l i m i t i n g f a c t o r i n the s e l e c t i o n of s u c h p r o j e c t s ? To answer 

t h i s q u e s t i o n we have to look at the gap i n the b a l a n c e of 

payments. The b a l a n c e of payments d e f i c i t , i n the l o n g - r u n 

w i l l be d e t e r m i n e d by a) the r a t e of growth i n the n a t i o n a l 

income and the m a r g i n a l p r o p e n s i t y to i m p o r t s , and, b) the 

r a t e of growth of the f o r e i g n c o u n t r i e s and t h e i r e l a s t i c i t y 

of demand f o r our c o u n t r y ' s e x p o r t s goods. 

T h i s gap shows the e x t e n t to w h i c h the c o u n t r y would 

have to s a c r i f i c e h e r r e a l c onsumption o r the e x t e n t to 

w h i c h the terms of t r a d e would have to d e t e r i o r a t e i n o r d e r 

to b r i n g about an e q u i l i b r i u m i n the b a l a n c e of payments 

through a c u r r e n c y d e v a l u a t i o n . 

(1) We a r e r e l a x i n g our a s s u m p t i o n of minimum e f f i c i e n t p l a n t . 
(2) See, Johnson.H.G. Economic E x p a n s i o n and I n t e r n a t i o n a l 

T r a d e , M a n c h e s t e r S c h o o l , May.1955. 
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I f the r a t i o of the c o s t of d o m e s t i c p r o d u c t as 

a g a i n s t the c o s t s of i m p o r t s i s e q u a l o r l e s s than 1, i n v e s t m e n t 

p r o j e c t s i n d o m e s t i c p r o d u c t w i l l be t a k e n up. However, we 

must add t h a t the d o m e s t i c s u b s t i t u t i o n of i m p o r t s w h i c h 

l o o k s uneconomic now might become economic and p r o f i t a b l e 

i f t h e r e a l v a l u e of f o r e i g n c u r r e n c y were adopted. 

T h e r e f o r e an a d j u s t m e n t i n the f o r e i g n exchange r a t e w i l l 

a f f e c t o ur c h o i c e r e g a r d i n g import r e p l a c i n g p r o j e c t s . 

Moreover, the n a t u r e of the i n v e s t m e n t programme w i l l have 

some e f f e c t on the b a l a n c e of payments d e f i c i t . I t i s 

g e n e r a l l y agreed t h a t l a r g e i n v e s t m e n t i n s o c i a l o v e r h e a d s 

w i l l tend to e n l a r g e the gap w h i l e i n v e s t m e n t i n the 

"commodity" s e c t o r w i l l r e d u c e t h i s gap. The former's a d v e r s e 

e f f e c t on the b a l a n c e of payments i s due to i t s h i g h import 

good consuming c h a r a c t e r and i t s s m a l l a d d i t i o n to r e a l 

o u t p u t . A l a r g e d e f i c i t , a c c o r d i n g to the f o r m u l a we s e t 

out above, w i l l g i v e p r i o r i t y to "commodity" i n v e s t m e n t 

p r o j e c t s because i t w i l l i n c r e a s e t h e p r o t e c t i o n r a t e and 

a l s o the r e a l o u tput of the economy. 

The s o c i a l m a r g i n a l p r o d u c t f o r m u l a may p r e s e n t some 

problems when we move away from commodity p r o d u c t i o n i n t o 

p r o d u c e r s e r v i c e s . Improvements and r e p l a c e m e n t s i n the 

road network c a n b r i n g about some r e d u c t i o n s i n the c o s t 

p e r ton m i l e or c o s t per p a s s a n g e r m i l e through i n c r e a s e d 

speeds and reduced d i s t a n c e s . Then the e f f e c t of t h e s e 
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f a c t o r s on t h e b a l a n c e o f p a y m e n t s c a n be c a l c u l a t e d a c c o r d i n g 

t o t h e " i m p o r t c o e f f i c i e n t " p e r t o n o r p e r p a s s a n g e r m i l e . 

T h i s a n a l y s i s w i l l be v e r y n e c e s s a r y , t a k i n g i n t o a c c o u n t 

t h e r a t h e r h i g h i m p o r t c o e f f i c i e n t o f t r a n s p o r t a t i o n i n 

t h e u n d e r d e v e l o p e d c o u n t r i e s . H o w e v e r i f a p r o j e c t i s 

c o n c e r n e d w i t h t h e e s t a b l i s h m e n t o f new r o a d s , i t s c o n t r i b u t i o n 

t o t h e economy m u s t i n c l u d e the i n c r e a s e d p r o d u c t i o n and 

m a r k e t i n g o f t h e a r e a w h i c h has b e e n c r e a t e d b y t h a t v e r y 

p r o j e c t . 

I n v e s t m e n t p r o j e c t s w h i c h a r e c o n n e c t e d w i t h p r o d u c e r 

s e r v i c e s c a n n o t be e v a l u a t e d i n i s o l a t i o n w i t h o u t t a k i n g 

i n t o a c c o u n t t h e i r i n f l u e n c e on t h e p r o d u c t i o n and 

d i s t r i b u t i o n o f c o m m o d i t y o u t p u t . 

I n t h e f i e l d o f p o w e r and e n e r g y s e l e c t i o n b e t w e e n 

a t h e r m a l p o w e r s t a t i o n w h i c h c a n r u n o n l y w i t h t h e 

i m p o r t a t i o n o f t h e n e c e s s a r y f u e l (we assume t h e r e i s an 

i n e l a s t i c s u p p l y o f f u e l o r a s h o r t a g e o f p e t r o l e u m ) , a n d a 

h y d r o - e l e c t r i c p o w e r s t a t i o n c o n s i d e r a t i o n s h o u l d be g i v e n 

t o t h e e f f e c t o f t h e s e p r o j e c t s o n t h e b a l a n c e o f p a y m e n t s 

p a r t i c u l a r l y i f t h e c o u n t r y i s e x p e r i e n c i n g a l a r g e 

d e f i c i t i n t h e b a l a n c e o f p a y m e n t s . The l a t t e r may r e q u i r e 

l a r g e e x p e n d i t u r e o n t h e i m p o r t a t i o n o f c a p i t a l g o o d s a n d 

e q u i p m e n t a t t h e b e g i n n i n g b u t l a t e r i t c a n be j u s t i f i e d 

b e c a u s e i t w i l l o p e r a t e o n l o c a l r e s o u r c e s . B u t a g a i n s t t h i s 
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i t may be s a i d t h a t i f f o r e i g n e x p e n d i t u r e o n f u e l p r e s e n t s 

no p r o b l e m , i n t e r n s o f o u t p u t p e r u n i t o f i n v e s t m e n t t h e f o r m e r 

p r o j e c t w o u l d be m o r e s u i t e d t o h y d r o - e l e c t r i c p o w e r . 

T h e r e a r e a l s o some o t h e r f i e l d s s u c h as e d u c a t i o n , 

h e a l t h a n d h o u s i n g w h e r e b e n e f i t c a n n o t be e s t i m a t e d o n a 

q u a n t i t a t i v e b a s i s . T h e r e f o r e , t h e f o r m u l a p r e s e n t e d 

above may n o t be a p p l i e d u s e f u l l y . The i n v e s t m e n t s i n t h e s e 

f i e l d s a r e c o n d i t i o n e d b y t h e d i r e c t i o n o f c o n s u m e r demand w h i c h 

t h e y g e n e r a t e and t h e r e s o u r c e endowment a n d t h e r a t e o f 

g r o w t h i n t h e e c o n o m y . 

I n c a s e t h e c o u n t r y ' s p r o d u c t i v e c a p a c i t y i s n o t 

s u f f i c i e n t t o m e e t t h e c o n s u m e r demand g e n e r a t e d b y t h e s e 

i n v e s t m e n t s e i t h e r t h e m o n e t a r y o r t h e f o r e i g n t r a d e 

b a l a n c e o r b o t h w i l l be d i s t o r t e d . T h e r e f o r e , t h e i n f l a t i o n a r y 

e f f e c t o f s u c h i n v e s t m e n t s mus t a l w a y s be b o r n e i n m i n d . 

I n t h e r a p i d l y d e v e l o p i n g e c o n o m i e s w h e r e c o n s u m p t i o n p r o p e n ­

s i t i e s a r e g r o w i n g f a s t e r t h a n p r o d u c t i o n and w h e r e a f o r e i g n 

b a l a n c e i s q u i t e s e n s i t i v e , h e a v y i n v e s t m e n t e x p e n d i t u r e mus t 

be l i m i t e d t o a p o i n t w h e r e i t w i l l n e i t h e r impede n o r 

e n d a n g e r t h e o v e r a l l d e v e l o p m e n t o f t h e e c o n o m y . 

I n o r d e r t o c r e a t e a b a l a n c e b e t w e e n c o m m o d i t y and 

s o c i a l s e r v i c e s , i n v e s t m e n t s i n t h e l a t t e r m u s t be t i e d t o 

t h e r a t e o f d e v e l o p m e n t i n t h e " d e f l a t i o n a r y " s e c t o r s o f 

p r i m a r y and s e c o n d a r y p r o d u c t i o n o r t o i m p r o v e m e n t i n t h e 
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b a l a n c e o f p a y m e n t s . S i n c e s o c i a l s e r v i c e s a r e c o n n e c t e d 

w i t h t h e p r o d u c t i v i t y a n d e f f i c i e n c y o f m a n p o w e r , a l l o c a t i o n 

o f r e s o u r c e s t o t h e s e s e c t o r s as a w h o l e m u s t a l s o be l i n k e d 

t o t h e r a t e o f g r o w t h i n p r o d u c t i v e e m p l o y m e n t . 

V e r y b r i e f l y s o m e t h i n g c a n a l s o be s a i d on s e l e c t i o n 

o f l o n g - t e r m o r s h o r t - t e r m p r o j e c t s . To d e t e r m i n e t h e m o s t 

p r o d u c t i v e p r o j e c t f u t x i r e y e i l d s o f c a p i t a l a s s e t s m u s t be 

d i s c o u n t e d t o t h e i r p r e s e n t v a l u e s , and t h e s e d i s c o u n t e d 

v a l u e d c o m p a r e d w i t h t h e i r p r e s e n t c o s t s . T h e r e f o r e t h e 

l e n g t h o f i n v e s t m e n t p r o j e c t s w i l l p l a y g r e a t e f f e c t o n t h e 

c h o i c e b e t w e e n p r o j e c t s . I f a p r o j e c t i s n o t p r o f i t a b l e 

f o r a c e r t a i n p e r i o d l o s s e s o c c u r r i n g u p t o t h e b r e a k - e v e n 

p o i n t c a n be c a p i t a l i z e d and t h e n e t r e s u l t s o b t a i n e d when i t 

r e a c h e s t h e o p t i m u m p o i n t c a n be d i s c o u n t e d t o t h e p r e s e n t . 

I f t h e n e t r e s u l t s c o m p a r e d w i t h l o s s e s a r e p o s i t i v e and i f 

t h i s i s f a v o u r a b l e c o m p a r e d w i t h an a l t e r n a t i v e p r o j e c t w h i c h 

r e s u l t s i n n e t a d d i t i o n t o t h e a n n u a l f l o w o f o u t p u t i n 

a s h o r t t i m e , t h e f o r m e r one w i l l be c h o s e n . 

The s i g n i f i c a n c e o f t h i s c h o i c e i s i n r e l a t i o n t o t h e 

r e s o u r c e a l l o c a t i o n i n t h e i n v e s t m e n t p r o g r a m m e . The 

l a r g e r a d d i t i o n s t o t h e n e t c o n s t a n t f l o w o f o u t p u t i n t h e 

s h o r t r u n t h e more r e s o u r c e s w i l l be a v a i l a b l e f o r r e i n v e s t m e n t 

i n p r o j e c t s w h i c h i n c r e a s e o u t p u t i n t h e l o n g - r u n . 

H o w e v e r , some w r i t e r s seem t o f e a r t h a t a m a r g i n a l 

p r o d u c t i v i t y a p p r o a c h w i l l l e a d toneglect o f t h e i n f r a s t r u c t u r e 
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o f t r a n s p o r t and. p o w e r n e e d e d f o r e c o n o m i c d e v e l o p m e n t and t h e 

e f f e c t s o f t h e e x t e r n a l e c o n o m i e s w h i c h c a n g i v e r a p i d 

g r o w t h t o o t h e r i n d u s t r i e s . As we n o t e d e l s e w h e r e , t h e same 

f o r m u l a c a n n o t be a p p l i e d u s e f u l l y w h e r e t h e b e n e f i t s c a n n o t 

be e s t i m a t e d o n a. q u a n t i t a t i v e b a s e , i . e . h e a l t h , h o u s i n g and 

e d u c a t i o n . 

A l s o i t may be s a i d t h a t i t d o e s n o t m e a s u r e t h e 

e f f e c t o f one p r o j e c t o n t h e o t h e r p r o j e c t s o p e r a t i n g u n d e r 

c o n d i t i o n s o f i n c o n s t a n t r e t u r n s . 

D e s p i t e t h e f a c t t h a t a s e r i e s o f o b j e c t i o n s c a n be 

r a i s e d a g a i n s t t h i s f o r m u l a i t i s g e n e r a l l y a c c e p t e d t o be 

a w o r k a b l e i n s t r u m e n t i n u n d e r d e v e l o p e d c o u n t r i e s ^ w h e r e 

t h e m a r k e t p r i c e m e c h a n i s m i s i n c a p a b l e o f s e c u r i n g r a t i o n a l 

a l l o c a t i o n o f r e s o u r c e s . 

B e c a u s e o f i m p e r f e c t m a r k e t s and u n c e r t a i n t i e s i n 

t h e u n d e r d e v e l o p e d c o u n t r i e s i t i s r a t h e r d i f f i c u l t t o 

c a l c u l a t e c a p i t a l t u r n o v e r as w e l l as SMP. Y e t i t i s a g r e e d 

t h a t t h e s o c i a l m a r g i n a l p r o d u c t i v i t y c r i t e r i o n i s s u p e r i o r 

t o t h e f o r m e r i n t h e f o l l o w i n g r e s p e c t s : f i r s t i t a v o i d s t h e 

h e a v y r e l i a n c e o n t h e i n d i r e c t and s o c i a l b e n e f i t s o f a 

g i v e n p r o j e c t w h i c h may be u s e d t o j u s t i f y t h e c a p i t a l -

h e a v y i n v e s t m e n t , a n d s e c o n d l y t h e c a p i t a l - t u r n o v e r c r i t e r i o n 

( 1 ) The SMP c r i t e r i o n i s v e r y a p p r o p r i a t e u n d e r t h e c o n d i t i o n s 
t h a t , i ) t h e i n f l a t i o n a r y f i n a n c i n g o f any a d d i t i o n a l home 
m a r k e t s a l e s has b e e n a v o i d e d a n d , i i ) t h e r e i s a s u f f i c i e n t 
c o n c e n t r a t i o n o n " c o m m o d i t y " o u t p u t . 
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b e c a u s e o f h e a v i e r u t i l i s a t i o n o f c a p i t a l may l e a d t o 

e n r e c o v e r a b l e e x p e n d i t u r e ^ o f r e s o u r c e s w h i c h c a n n o t h o l d f o r 

t h e SMP. 

The c a p i t a l - t u r n o v e r c r i t e r i o n c a n be u s e d o n a 

m o r e s e l e c t i v e b a s i s . I t i s p a r t i c u l a r l y u s e f u l i n c h o o s i n g 
( 2 ) 

among p r o j e c t s w i t h i n a g i v e n s e c t o r . i . e . i n a g r i c u l t u r e 

a c h o i c e among r o a d s , i r r i g a t i o n o r f l o o d p r o t e c t i o n . 

H o w e v e r , w h e r e a b o t t l e n e c k i n v o l v e s c a p i t a l - i n t e n s i v e 

i n v e s t m e n t s i t i s g e n e r a l l y a g r e e d t h a t c a p i t a l - t u r n o v e r 

( 3 ) 

c r i t e r i o n may be a p p l i e d . I t may be e n t i r e l y c o m p a t i b l e 

w i t h t h e m a r g i n a l p r o d u c t i v i t y r u l e t o d e v e l o p c e r t a i n c a p i t a l -

i n t e n s i v e s e c t o r s i f t h e c o u n t r y c a n n o t o v e r c o m e t h e 

" o b s t a c l e " w i t h o u t r e s o r t i n g t o h e a v y c a p i t a l i n v e s t m e n t s . 

A g a i n i t may p o s s e s s n a t u r a l r e s o u r c e s t h a t c a n o n l y be 

e x p l o i t e d b y c a p i t a l - i n t e n s i v e m e t h o d s , ( o i l i n t h e M i d d l e 

C a s t C o u n t r i e s and i r o n and c o a l i n T u r k e y ) 

T h e r e f o r e , i t w o u l d be w r o n g t o c o n c l u d e t h a t t h e 

m a r g i n a l p r o d u c t i v i t y a p p r o a c h i s i n c o m p a t i b l e w i t h t h e 

d e v e l o p m e n t o f s t r a t e g i c g r o w t h p o i n t s ( o r d e v e l o p m e n t b l o c k s ) 

The b a l a n c e o f p a y m e n t s i s one o f t h e m o s t w i d e l y u s e d 

i n v e s t m e n t c r i t e r i a . E s p e c i a l l y i n c o u n t r i e s w h e r e t h e r e i s 

( 1 ) F o r i n s t a n c e i n v e s t m e n t i n r a i l r o a d e l e c t r i f i c a t i o n p r o v i d e s 
a s m a l l s a v i n g s i n i m p o r t s a t the e x p e n s e o f a v e r y l o w 
t u r n o v e r r a t e . 

( 2 ) C h e n e r y . H . B . The A p p l i c a t i o n o f I n v e s t m e n t C r i t e r i a , Q . J . E . 
1 9 5 3 . 

( 3 ) S e e , I n t e r n a t i o n a l L a b o u r R e v i e w , o p . c i t . 
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a c h r o n i c b a l a n c e o f p a y m e n t s d e f i c i t , i n v e s t m e n t s ' e f f e c t 

o n t h e c o u n t r y ' s f o r e i g n t r a d e and p a y m e n t s m u s t r e c e i v e d u e 

a t t e n t i o n . A n y i n v e s t m e n t p r o j e c t w i l l h a v e an i n v e s t m e n t 

e f f e c t w i t h b o t h d i r e c t and i n d i r e c t o p e r a t i n g e f f e c t s o n t h e 

b a l a n c e o f p a y m e n t s . The e f f e c t s d u r i n g t h e i n v e s t m e n t p e r i o d 

o f a p r o j e c t a r e a l w a y s n e g a t i v e , w h i l e o p e r a t i n g e f f e c t s 

c o u l d be e i t h e r p o s i t i v e o r n e g a t i v e . 

T h e r e f o r e t h e amoun t o f i n v e s t m e n t i n " c o m m o d i t y " 

s e c t o r s ( t y p e l ) m u s t be s u f f i c i e n t t o o f f s e t t h e n e g a t i v e 

b a l a n c e o f p a y m e n t s e f f e c t s o f i n v e s t m e n t s o f t y p e I I I and 

( 2 ) 
o f t h e i n v e s t m e n t p h a s e o f a l l s o r t s of p r o j e c t s . 

The b a l a n c e o f p a y m e n t s e f f e c t c a n be u s e d e f f e c t i v e l y 

i n t h e p r e l i m i n a r y r a n k i n g o f p r o j e c t s w i t h i n g r o u p s and i n 

d e t e r m i n i n g t h e s i z e o f t h e i n v e s t m e n t p r o g r a m m e . A n y 

i n c r e a s e i n t o t a l demand r e s u l t i n g f r o m i n v e s t m e n t c a n be 

s a t i s f i e d p a r t l y f r o m d o m e s t i c p r o d u c t i o n ( u n d e r t h e 

a s s u m p t i o n t h a t t h e r e i s u n d e r - u t i l i z e d p l a n t and l a b o u r ) , 

a n d p a r t l y f r o m i n c r e a s e d i m p o r t s . I t i s c l e a r t h a t t h e s i z e 

( 1 ) P u r c h a s e s o f m a c h i n e r y a n d e q u i p m e n t a b r o a d and m u l t i p l i e r 
e f f e c t s o f i n v e s t m e n t o n income o r i m p o r t s a r e n e g a t i v e 
( i n v e s t m e n t p e r i o d ) . A n e x a m p l e f o r d i r e c t o p e r a t i n g e f f e c t s 
i s o u t p u t o f a c o m m o d i t y w h i c h i n c r e a s e s e x p o r t s o r a s u b s t i t u t e 
f o r i m p o r t s o r i m p o r t s f o r p r o d u c t i o n o f t h e g i v e n c o m m o d i t y . 
S e e . C h e n e r y . H . B . o p . c i t . 

( 2 ) T y p e I i n v e s t m e n t i n c l u d e s e x p o r t s and s u b s t i t u t e s f o r 
i m p o r t s ( c o m m o d i t y o u t p u t ) , w h i l e T y p e I I r e p l a c e m e n t f o r 
g o o d s p r e s e n t l y c o n s u m e d , and T y p e I I I h o m e - m a r k e t g o o d s 
s o l d i n e x c e s s o f t h e i n c r e a s e i n r e a l i n c o m e s ( i n f l a t i o n a r y 
c o n s u m p t i o n g o o d s ) S e e , P o l a k . J . J . B a l a n c e o f P a y m e n t s P r o b l e m s 
o f C o u n t r i e s . R e c o n s t r u c t i n g w i t h t h e H e l p o f F o r e i g n L o a n s , i n 
" H e a d i n g i n I n t e r n a t i o n a l T r a d e " 
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o f t h e i n v e s t m e n t p r o g r a m m e w i l l be d e p e n d e n t o n t h e b a l a n c e 

o f p a y m e n t s e f f e c t . 

T h o u g h i t i s a u s e f u l c r i t e r i o n i n c h e c k i n g t h e w h o l e 

p r o g r a m m e , i t i s n o t a v e r y o p e r a t i o n a l m e t h o d when a p p l i e d 

t o i n d i v i d u a l p r o j e c t s . A l s o , b y i t s e l f , i t c a n n o t be 

r e g a r d e d as c o n c l u s i v e and may l e a d t o s e r i o u s w a s t e o f 

r e s o u r c e s . 

I t may be c o n c l u d e d t h a t a n y t e r m i n the SMP f o r m u l a 

b y i t s e l f may be m i s l e a d i n g and c a n r e s u l t i n i r r a t i o n a l 

a l l o c a t i o n o f r e s o u r c e s . 
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CONCLUSION. 

- I -

The p r e s e n t T u r k i s h F i v e - Y e a r P l a n i s p r o b a b l y t h e 

f i r s t c o n p r e h e n s i v e p l a n n i n g a t t e m p t t o d e a l w i t h t h e v a r i o u s 

e c o n o m i c p r o b l e m s o f t h e T u r k i s h e c o n o m y . 

A c t u a l l y t h e r a t e o f i n c o m e g r o w t h i n t h e l a s t d e c a d e 

has b e e n a t u n s a t i s f a c t o r y l e v e l s and i t showed g r e a t 

f l u c t u a t i o n f r o m one y e a r t o a n o t h e r . W h i l e t h e e f f e c t o f 

w e a t h e r c o n d i t i o n s o n a g r i c u l t u r e was a m a j o r r e a s o n f o r 

s u c h o s c i l l a t i o n one s h o u l d n o t n e g l e c t t h e f a c t t h a t 

r e s o u r c e s a v a i l a b l e f o r i n v e s t m e n t s h a v e b e e n m i s a l l o c a t e d 

o n i n e f f i c i e n t c r i t e r i a w h i c h d i d n o t i n c r e a s e t h e p r o d u c t i v e 

c a p a c i t y o f t h e e c o n o m y . The i n f l a t i o n f a c e d d u r i n g 1 9 5 4 - 5 8 

was a c o n s e q u e n c e o f t h e s o c i a l o v e r h e a d b i a s r e s o u r c e 

a l l o c a t i o n w h i c h s temmed f r o m d e f i c i t f i n a n c i n g and r e m a i n e d 

t h e b a s i c p o l i c y a t t h e t i m e . I t was b e l i e v e d t h a t o v e r 

i n v e s t m e n t s i n s o c i a l o v e r h e a d c a p i t a l ( t r a n s p o r t a n d . . . 

c o m m u n i c a t i o n s , e l e c t r i c p o w e r s t a t i o n s , d a m s , h o s p i t a l s e t c . ) 

w o u l d r e s u l t i n s e l f - s u s t a i n e d e c o n o m i c g r o w t h . B u t t h i s 

p o l i c y has p r o v e d t o be a f a i l u r e . 

I n d e e d , t o w a r d s t h e end o f t h e l a s t d e c a d e ( 1 9 5 8 - 6 0 ) , t h e 

r a t e o f g r o w t h d r o p p e d t o e v e n 2 and 2 . 5 p e r c e n t p e r annum 

w h i c h was f a r b e l o w t h e r a t e o f p o p u l a t i o n g r o w t h . T h e r e was 

a p r e s s i n g n e e d t o i n c r e a s e t h e r a t e o f g r o w t h o f t h e economy 

a n d t o r a i s e t h e s t a n d a r d o f l i v i n g o f t h e p e o p l e . The r i s e 
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i n p e r c a p i t a i n c o m e c a n n o t be a c c e p t e d as t h e s o l e m e a s u r e 

d e n o t i n g a r i s e i n t h e s t a n d a r d o f l i v i n g . F o r c l e a r l y , 

t h e d i s t r i b u t i o n o f i n c r e m e n t a l i n c o m e a r i s i n g f r o m e c o n o m i c 

d e v e l o p m e n t d e t e r m i n e s t o a l a r g e e x t e n t t h e d e g r e e o f r i s e 

i n t h e g e n e r a l l i v i n g s t a n d a r d . A l s o , as a c o r a l l a r y o f t h i s 

p o p u l a t i o n e x p l o s i o n a n d l o w g r o w t h i n n o n - a g r i c u l t u r a l 

i n d u s t r i e s , a t r e m e n d o u s u n e m p l o y m e n t p r o b l e m a r o s e and t h e 

number o f p e o p l e u n e m p l o y e d r o s e t o 1.5 m i l l i o n i n 1962 p l u s 

t h e h u g e d i s g u i s e d u n e m p l o y m e n t i n a g r i c u l t u r e ( 1 m i l l i o n ) . 

V/e h a v e no d a t a o n t h e d i s g u i s e d u n e m p l o y e d i n o t h e r 

s e c t o r s , b u t t h e r e a r e r e a s o n s t o b e l i e v e t h a t i t e x i s t s 

t h e r e a.s w e l 1 . 

P r o d u c t i v i t y ha.s a l w a y s r e m a i n e d l o w i n t h e e c o n o m y 

b e c a u s e i t has c o n s i s t e n t l y n o t r e c e i v e d d u e a t t e n t i o n i n 

e c o n o m i c d e v e l o p m e n t e f f o r t s . The l o w e s t p r o d u c t i v i y has 

b e e n e x p e r i e n c e d i n a g r i c u l t u r e when c o m p a r e d w i t h i n d u s t r y , 

t r a n s p o r t a t i o n and s e r v i c e s . Of c o u r s e t h i s , as we s t a t e d 

e l s e w h e r e , was due to o v e r w h e l m i n g p r e s s u r e f r o m e x c e s s 

poxDulation i n a g r i c u l t u r e and t h e s m a l l amount o f i n t e n s i v e 

f a r m i n g p r a c t i c e s ( l a n d i m p r o v e m e n t s , c o n s e r v a t i o n , 

f e r t i l i z e r s , s e e d i m p r o v e m e n t e t c . ) t o r a i s e the p r o d u c t i v i t y 

p e r l a b o u r o r p e r a c r e . A l s o t h e s m a l l h o l d i n g s n a t u r e o f t h e 

f a r m i n g s y s t e m was a f u r t h e r d r a w b a c k f o r p r o d u c t i v i t y i n c r e a s e . 
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The m o s t i m p o r t a n t p r o b l e m w h i c h c o n f r o n t e d t h e 

T u r k i s h economy was t h e b a l a n c e o f p a y m e n t s d e f i c i t w h i c h 

p u t T u r k e y u n d e r a g r e a t b u r d e n o f d e b t t o t h e r e s t o f t h e 

w o r l d . T u r k e y ' s f o r e i g n d e b t o b l i g a t i o n s r o s e t o a l m o s t 

$1 b i l l i o n d o l l a r s o f w h i c h 25666 m i l l i o n f e l l i n t o t h e 

F i r s t F i v e - Y e a r p l a n p e r i o d . 

T r a d e d e f i c i t has a l s o b e e n a n o t h e r s e t b a c k f o r e c o n o m i c 

g r o w t h as T u r k e y ' s e x p o r t s t r u c t u r e r e m a i n e d m o r e o r l e s s 

s t a t i c o v e r 15 y e a r s . A l m o s t 77 p e r c e n t o f t h e t o t a l 

e x p o r t s d e r i v e f r o m a g r i c u l t u r a l p r o d u c t s w h i c h a r e s u b j e c t 

t o f l u c t u a t i o n s i n f o r e i g n d e m a n d . F o r a l o n g t i m e i t was 

f e l t t h a t t h e s t r u c t u r e o f e x p o r t s s h o u l d be c h a n g e d b y 

i n c l u d i n g t h e e x p o r t a t i o n o f m a n u f a c t u r e d g o o d s as w e l l . 

- I I -

A l l t h e s e p r o b l e m s we h a v e j u s t c i t e d a b o v e f o u n d t h e i r 

s y s t e m a t i c t r e a t m e n t i n t h e f o r m u l a t i o n o f t h e F i r s t F i v e -

Y e a r p l a n 1 9 6 3 - 1 9 6 7 . H o w e v e r , we may a s k : how f a r may t h i s 

p l a n be l i k e l y t o s u c c e e d i n s o l v i n g t h e s e p r o b l e m s ? 

a) M u c h e m p h a s i s i n l i t e r a t u r e has b e e n a s s i g n e d 

t o o v e r a l l r a t e s o f i n c o m e g r o v / t h as a m e a s u r e o f e c o n o m i c 

d e v e l o p m e n t . Y e t t h e s i g n i f i c a n c e o f r a t e s o f g r o w t h as 

c o m p a r e d w i t h o t h e r i n d i c a t o r s o f d e v e 1 o r jment c a n e a s i l y be 

e x a g g e r a t e d . 
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The 7 p e r c e n t r a t e o f g r o w t h may seem t o be a h i g h 

one b u t t h i s r a t e may c o n t r i b u t e o n l y a l i t t l e t o w a r d s 

T u r k e y ' s l o n g - t e r m p r o b l e m s i f t h e r a t e o f p o p u l a t i o n g r o w t h 

has h o t b e e n r e d u c e d c o n s i d e r a b l y . I n t h e c a s e w h e r e 

p o p u l a t i o n g r o w t h i s n o t v e r y h i g h , a l o w e r r a t e o f g r o w t h 

may mean m o r e t h a n a h i g h e r o n e . A n y w a y , a h i g h r a t e mg.y 

be p a r t i a l l y o r c o m p l e t e l y a b s o r b e d b y t h e r a p i d r i s e i n 

p o p u l a t i o n so t h a t does n o t r e s u l t i n a b e t t e r s t a n d a r d o f 

1 i v i n g . 

The f i g u r e s a v a i l a b l e f o r 1963 a n d 1964 ( p a r t l y ) 

i n d i c a t e t h a t t h e r a t e o f i n c o m e g r o w t h a t c o n s t a n t p r i c e s 

r e a c h e d 7 . 5 a n d 4 p e r c e n t r e s p e c t i v e l y . ^ ^ W h i l e t h e 

f i r s t y e a r o f t h e p l a n p e r i o d h a s b e e n e n c o u r a g i n g a n d has 

e v e n e x c e e d e d i t s f o r m a l r a t e s e t i n t h e p l a n , t h e 

p e r f o r m a n c e i n 1964 was r a t h e r d i s a p p o i n t i n g due t o d e l a y s i n 

t h e f o r e i g n a i d p r o m i s e d f r o m C o n s o r t i u m and t o b a d w e a t h e r 

as w e l l as to q u i t e s i a c k m a r k e t s r e s u l t i n g f r o m t h e C y p r u s 

p r o b l e m w h i c h c a u s e d u n c e r t a i n t y i n p r i v a t e and p u b l i c 

i n v e s t m e n t a c t i v i t i e s . The GNP r o s e t o 5 5 , 9 9 0 , 9 m i l l i o n 

l i r a s i n 1963 w h i c h i s f a i r l y n e a r t o i t s p r o j e c t i o n i n t h e 

p l a n ( 5 6 . 4 m i l l i o n l i r a s ) . T h i s r e s u l t was l a r g e l y due t o 

t h e r i s e i n a g r i c u l t u r a l o u t p u t ( n e t p r o d u c t o f a g r i c u l t u r e 

i n c r e a s e d i n r e a l t e r m s b y 7 . 4 p e r c e n t c o m p a r e d t o t h e 

p l a n t a r g e t o f a n a v e r a g e g r o w t h o f 4 . 2 p e r c e n t . ) 

( 1 ) S e e , T u r k e y . C E C D , .Aug, 1 9 6 4 , P a r i s , p . 7 . and a l s o , P l a n n i n g 
i n T u r k e y , N o . 2 , S . P . O . A n k a r a 1 9 6 4 , p . 4 . 
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B u t t h e r e a l i n c r e a s e i n i n d u s t r i a l p r o d u c t i o n was 8 p e r 

c e n t w h i l e t h e p l a n f o r e c a s t f o r i t was 14 p e r c e n t . 

A l t h o u g h d u r i n g t h e p l a n p e r i o d p e r c a p i t a i n c o m e ' ^ ' 

w i l l r i s e g r a d u a l l y t h i s w o u l d n o t p r o v i d e a j u s t d i s t r i b u t i o n 

o f i n c o m e u n l e s s t h e m e a s u r e s n e c e s s a r y f o r new t a x a t i o n a r e 

i n t r o d u c e d a n d a h i g h e r r a t e o f p r o g r e s s i v e t a x a t i o n i s 

a d o p t e d e f f e c t i v e l y ( i . e . a r i s e i n t h e r a t e o f i n c o m e 

t a x and h igher t a x r a t e s i n A g r i c u l t u r a l i n c o m e t a x ) 

E v e n a r i s i n g " p e r c a p i t a " i n c o m e may h a v e l i t t l e 

m e a n i n g i f i t s d i s t r i b u t i o n i s s u c h t h a t t h e m a j o r i t y o f t h e 

p e o p l e e x p e r i e n c e no i m p r o v e m e n t i n t h e i r s t a n d a r d o f 

l i v i n g . We t h i n k t h a t d e v e l o p m e n t w o u l d mean n o t o n l y t h a t 

p e r c a p i t a i n c o m e s r i s e b u t t h a t no g r o u p o f p e o p l e w i t h i n 

an economy i s w o r s e o f f , and p r e f e r a b l y t h a t a l l g r o u p s a r e 

b e t t e r o f f t h a n b e f o r e . 

The y e a r t o y e a r c h a n g e s w i l l be f l u c t u a t i n g f r o m as 

h i g h as o v e r 7 p e r c e n t t o as l o w as 4 p e r c e n t m o s t l y o w i n g 

t o g r e a t c h a n g e s i n t h e a g r i c u l t u r a l o u t p u t . To i n c r e a s e 

a g r i c u l t u r a l i n v e s t m e n t s ( i n 1 9 6 3 , 1964 and s u b s e q u e n t y e a r s ) 

ha s b e e n v e r y r e a s o n a b l e w h i l e t h e l o w l e v e l o f p r o j e c t i o n 

o f i n t e n s i v e i n v e s t m e n t s m i g h t be q u e s t i o n e d s i n c e t h e s e 

s o r t o f i n v e s t m e n t s c o u l d l e a d t o h i g h e r p r o d u c t i v i t y . The 

F i r s t F i v e - Y e a r p l a n has b r o u g h t l i t t l e p r o g r e s s i n 

( 1 ) I n 1963 p e r c a p i t a i n c o m e r o s e t o 1718 1 i r a s ( = $ 1 9 0 . 8 ) 
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p r o d u c t i v i t y f o r w h e r e i n d u s t r y w i l l show a 26 p e r c e n t 

i n c r e a s e o v e r t h e 5 y e a r p e r i o d , a g r i c u l t u r e w i l l o n l y show 

a 15 p e r c e n t i n c r e a s e . Y e t t h e p r o d u c t i v i t y i n i n d u s t r y 

w i l l s t i l l r e m a i n 3 . 3 t i m e s g r e a t e r t h a n i n a g r i c u l t u r e 

(See C h p . 4 ) O b v i o u s l y t h i s i s due t o t h e h i g h l e v e l o f 

u n e m p l o y m e n t i n a g r i c u l t u r e . 

b ) The h i g h e s t a b s o r p t i o n o f u n e m p l o y e d l a b o u r e r s w o u l d 

be i n s e r v i c e s ( 4 1 p e r c e n t ) f o l l o w e d b y i n d u s t r y ( 3 2 p e r c e n t ) 

and a g r i c u l t u r e ( 5 . 6 p e r c e n t ) . U n e m p l o y m e n t s t o o d a t 

1 , 3 3 0 , 0 0 0 a t t h e b e g i n n i n g o f t h e p l a n p e r i o d and t h e 

e x p e c t e d c r e a t i o n o f j o b s f o r 3 4 0 , 0 0 0 p e r annum s t i l l w o u l d 

n o t s o l v e t h e p r o b l e m . ( A c c o r d i n g t o o u r f i n d i n g s i n c h p . 4 . , 

t h e u n e m p l o y m e n t f i g u r e w o u l d s t i l l r e m a i n a t 0 . 9 m i l l i o n ) . 

E m p l o y m e n t i n s e r v i c e s a n d i n d u s t r y w o u l d n o t e n s u r e 

a n y s o l u t i o n t o t h e p r o b l e m o f a b s o r b i n g t h e l a b o u r s u r p l u s 

w h i c h e x i s t s i n a g r i c u l t u r e . B e s i d e s , one may be r i g h t i n 

t h i n k i n g t h a t t o s w e l l e m p l o y m e n t i n s e r v i c e s and 

m i d d l e m e n ' s a c t i v i t i e s w o u l d n o t r a i s e t h e s t a n d a r d o f l i v i n g 

b e c a u s e t h i s does n o t r e s u l t i n s u f f i c i e n t p r o d u c t i o n o f 

g o o d s . T h e r e f o r e t h e a v a i l a b l e manpower s h o u l d be 

a l l o c a t e d t o s e c t o r s w h e r e t h e p r o d u c t i o n o f c o m m o d i t i e s 

c o u l d be i n c r e a s e d . 

I t seems a p p a r e n t t h a t t h e e c o n o m i c p l a n n e r s h a v e 

p r e f e r r e d s o l v i n g t h e u n e m p l o y m e n t p r o b l e m a t t h e e x p e n s e 
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o f p r o d u c t i v i t y a n d o u t p u t . 

E v e n c o n s i d e r i n g t h e 15 y e a r p e r s p e c t i v e , o n l y a 

s u b s t a n t i a l a l l e v i a t i o n , b u t no c o m p l e t e s o l u t i o n , o f t h i s 

p r o b l e m c a n b e f o r e s e e n . T h i s s t e m s f r o m t h e f a c t t h a t a 

c o n s i d e r a b l e i n c r e a s e i n t h e l a b o u r f o r c e i s c e r t a i n to 

t a k e p l a c e o v e r t h e n e x t 15 y e a r p e r i o d , w h a t e v e r t h e 

p o p u l a t i o n p o l i c y w i l l be i n t h e l o n g r u n . 

A g r e a t n u m b e r o f j o b s may be c r e a t e d i f m o r e l a b o u r -

i n t e n s i v e i n d u s t r i e s a r e e n c o u r a g e d . B u t s t i l l one s h o u l d 

n o t e x p e c t much f r o m t h i s g i v e n t h e f a c t t h a t i t i s r a t h e r 

d i f f i c u l t t o e l i m i n a t e h i g h c o s t o f p r o d u c t i o n . 

c ) The T u r k i s h F i r s t F i v e - Y e a r P l a n w i l l h a v e l i t t l e 

e f f e c t o n t h e c h r o n i c b a l a n c e o f p a y m e n t s p r o b l e m f r o m w h i c h 

T u r k e y has b e e n s u f f e r i n g f o r a l o n g t i m e . The p a y m e n t s 

d e f i c i t o n c u r r e n t e x t e r n a l a c c o u n t i s e x p e c t e d t o r e m a i n 

a l m o s t c o n s t a n t u n t i l 1967 and g r a d u a l l y d e c l i n e t h e r e a f t e r . 

B u t t h i s e x p e c t a t i o n seems t o be o p t i m i s t i c b e c a u s e t h e 

d e v e l o p m e n t o f t h e c o u n t r y w i l l n e c e s s i t a t e a l a r g e a n d r a p i d 

i n c r e a s e o f the s h a r e o f m a n u f a c t u r e d goods.,- ( c a p i t a l / 

p r o d u c e r g o o d s ) i n t h e t o t a l i m p o r t s . T h e r e f o r e an 

e x c e p t i o n a l r a t e o f g r o w t h i n e x p o r t s w o u l d be n e e d e d t o 

c o m p e n s a t e f o r t h e s e e x p e n d i t u r e s a n d t o r e d u c e t h e c u r r e n t 

a c c o u n t d e f i c i t . 
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! Y h i l e t h e r e s t r i c t i o n o f i m p o r t s i s a j u s t i f i a b l e p o l i c y 

a t t h e m o m e n t , t h e r e i s a l a r g e n e e d t o e n c o u r a g e t h e 

e s t a b l i s h m e n t o f i m p o r t - subs t i t u t i o n i n d u s t r i e s . B u t t h e 

p r o j e c t i o n o f t h e p r o d u c t s o f t h e s e i n d u s t r i e s i n t h e p l a n 

p e r i o d seem t o be u n r e a l i s t i c g i v e n t h e f a c t t h a t i n i t i a l l y 

t h e y w i l l d e p e n d l a r g e l y u p o n p r o d u c e r g o o d s f r o m a b r o a d . 

A l s o i t mus t be b o r n e i n m i n d t h a t t h e p r o t e c t i o n o f t h e 

home m a r k e t i n t h i s m a n n e r may n o t e n c o u r a g e e x p o r t s . 

T h e r e i s a t r e m e n d o u s n e e d t o i n c r e a s e b o t h c o m m e r c i a l 

e x p o r t s and i n v i s i b l e e a r n i n g s . As f a r as e x p o r t s a r e 

c o n c e r n e d , new e x p o r t i n d u s t r i e s w i l l be n e e d e d i . e . p e t r o l e u m , 

s u g a r , t e x t i l e s , f i s h e r y p r o d u c t s New m a r k e t s f o r 

t h e s e i n d u s t r i e s m u s t be e x p l o r e d and t h e i r d e v e l o p m e n t 

m u s t be i n t e n s i f i e d b y t h e n e c e s s a r y s u b s i d y f r o m t h e 

G e n e r a l B u d g e t . 

As we p o i n t e d o u t e l s e w h e r e t h e r e i s a l a r g e p o t e n t i a l 

f o r i n c r e a s i n g t o u r i s m e a r n i n g s ( i n v i s i b l e e a r n i n g s ) . The 

p l a n has e m p h a s i z e d t h e i m p o r t a n c e o f t h i s s e c t o r b y d e v o t i n g 

l a r g e i n v e s t m e n t s b u t i f t h e p a s t e x p e r i e n c e i n t h i s f i e l d 

i s n o t e d , one may d o u b t w h e t h e r t h e p l a n n e d e a r n i n g s f r o m 

t o u r i s m c o u l d be a c h i e v e d . ( f r o m $13 m i l l i o n t o $43 m i l l i o n 

o v e r t h e p l a n p e r i o d . ) 

The w o r k e r s ' e m i g r a t i o n t o W e s t e r n E u r o p e w h i c h has 

r e c e n t l y become l a r g e s c a l e may a l s o p r o v i d e s i g n i f i c a n t 

f o r e i g n e x c h a n g e e a r n i n g s i f n e c e s s a r y i n c e n t i v e s a r e g i v e n t o 

t h e m . 



We may c o n c l u d e t h a t t h e b a l a n c e o f p a y m e n t s p r o b l e m 

w i l l be p e r s i s t e n t w h a t e v e r o p t i m i s t i c a s s u m p t i o n s a r e 

l a i d down a b o u t e x p o r t s b e c a u s e o f t h e b u r d e n o f r e p a y m e n t 

and i n t e r e s t on t h e f o r e i g n d e b t . The F i r s t F i v e - Y e a r p l a n ' s 

r e q u i r e m e n t o f e x t e r n a l a i d w i l l amount t o $ 1 . 6 b i l l i o n 

and t h e g r e a t e r p a r t o f i t w i l l be b o r r o w e d . A f t e r l o n g 

e x p e r i e n c e i n t h i s s p h e r e T u r k e y s h o u l d a i m a t b o r r o w i n g 

o n s u i t a b l e t e r m s w i t h v e r y l o n g r e p a y m e n t p e r i o d s a n d l o w 

i n t e r e s t r a t e s . 

- I I I -

A l m o s t 71 p e r c e n t o f t h e p o p u l a t i o n w o u l d s t i l l be 

d e p e n d e n t o n a g r i c u l t u r e w h i l e 2 8 . 9 p e r c e n t o n i n d u s t r y 

and s e r v i c e s . I n o u t p u t t o o ^ * ^ p r i m a r y p r o d u c t i o n w i l l 

a c c o u n t f o r a l m o s t a. t h i r d a t t h e end o f t h e p l a n p e r i o d . 

A l s o p r i m a r y c o m m o d i t i e s seem t o d o m i n a t e e x p o r t s b e i n g 77 

p e r c e n t o f t h e t o t a l . W i t h t h e e x c e p t i o n o f some i t e m s 

( s u g a r , t e x t i l e s , p e t r o l e u m . . . ) v e r y l i t t l e s u b s t a n t i a l 

c h a n g e has b e e n b r o u g h t t o t h e s t r u c t u r e o f e x p o r t s . 

( A c t u a l l y t h e s h a r e o f i n d u s t r i a l e x p o r t s i n t h e t o t a l r o s e 

f r o m 1 8 . 0 t o 1 9 . 9 p e r c e n t b e t w e e n 1962 and 1 9 6 3 . ' ) 

The e x p l a n a t i o n o f a l l t h i s may l a r g e l y be f o u n d i n t h e 

s t r u c t u r e o f i n v e s t m e n t s . O v e r 50 p e r c e n t o f t h e t o t a l 

( 1 ) O n l y a g r i c u l t u r a l o u t p u t . 

( 2 ) P l a n n i n g i n T u r k e y o p . c i t . N o . 2 , A n k a r a 1 9 6 4 , p . 1 5 . 
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i n v e s t m e n t s i n t h e p l a n p e r i o d g o e s t o s o c i a l o v e r h e a d 

c a p i t a l w h o s e s e c o n d a r y e f f e c t s w o u l d be r a t h e r l i m i t e d i n 

r e s p e c t o f p r o d u c t i v e c a p a c i t y . O n t h e o t h e r h a n d i n v e s t m e n t 

i n p r i m a r y p r o d u c t s ( a g r i c u l t u r e a n d m i n i n g ) w o u l d c o m p r i s e 

2 3 . 1 p e r c e n t o f t h e t o t a l , w h i l e s e c o n d a r y p r o d u c t s a 

f o u r t h o f t h e t o t a l ( 2 5 . 5 p e r c e n t ) . A g r i c u l t u r e a n d 

m a n u f a c t u r i n g w i l l a b s o r b o n l y a t h i r d ( 3 4 . 6 p e r c e n t ) o f 

w h i c h t h e l a r g e r p r o p o r t i o n w o u l d g o i n t o t r a d i t i o n a l 

a c t i v i t i e s . T h e r e f o r e o n e f e e l s t h e r e h a w b e e n l i t t l e 

c o o r d i n a t i o n i n t h e i n v e s t m e n t e f f o r t , r e s u l t i n g i n s e v e r e 

i m b a l a n c e . A l t h o u g h t r a n s p o r t d e v e l o p e d m u c h f a s t e r t h a n 

e i t h e r i n d u s t r y o r a g r i c u l t u r e i n t h e p a s t , i t i s s t i l l t o 

r e c e i v e a v e r y h i g h p e r c e n t a g e w h i c h i s d i f f i c u l t t o 

u n d e r s t a n d . 

I t i s o b v i o u s t h a t i f d e v e l o p e d e c o n o m i e s g r o w a t a n 

a n n u a l r a t e o f b e t w e e n 3 - 4 p e r c e n t , a d e v e l o p i n g e c o n o m y 

h a s t o m o v e a t a c o n s i d e r a b l y f a s t e r p a c e i f i t i s e v e n t o 

d r a w a l o n g s i d e . T h e r e f o r e o n e m a y s u g g e s t t h a t T u r k e y s h o u l d 

a i m a t a h i g h e r r a t e o f g r o w t h i f s h e w a n t s t o i n c r e a s e 

o u t p u t , e m p l o y m e n t a n d p e r c a p i t a i n c o m e . 

E x o g e n o u s f a c t o r s a s i d e , t h e r e a r e t w o w a y s b y w h i c h 

t h e r a t e o f g r o w t h m i g h t b e i n c r e a s e d ; 

( 1 ) T h i s i n c l u d e s t r a n s p o r t a n d c o m m u n i c a t i o n s , s e r v i c e s , 
h o u s i n g , e d u c a t i o n , t o u r i s m a n d h e a l t h . 
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a ) R e - a l l o c a t i o n o f i n v e s t m e n t s t o a c h i e v e a m o r e 

f a v o u r a b l e c a p i t a l - o u t p u t r a t i o a n d 

b ) e x p a n s i o n o f i n v e s t m e n t s . 

I n t h e l o n g r u n t h e a v a i l a b i l i t y o f l o w c a p i t a l - o u t p u t 

i n v e s t m e n t s l a r g e l y d e p e n d s o n a c o r r e s p o n d i n g e x p a n s i o n 

o f t r a n s p o r t , p o w e r a n d c o m m u n i c a t i o n s , a l l o f w h i c h h a v e a 

v e r y h i g h c a p i t a l - o u t p u t r a t i o . A s T u r k e y h e a v i l y c o n c e n t r a t e d 

o n t h e s e i n t r o s t r u c t u r e s i n t h e l a s t d e c a d e a n d c r e a t e d a 

s u f f i c i e n t b a s e f o r f u r t h e r e x p a n s i o n i n p r i m a r y a n d 

s e c o n d a r y i n d u s t r i e s , o n e m i g h t r i g h t l y c o n c l u d e t h a t 

r e s o u r c e s d e v o t e d t o SOC s h o u l d b e c h a n n e l l e d t o t h e f o r m e r 

i n d u s t r i e s w h i c h a r e t h e o n e s t o i n c r e a s e p r o d u c t i v e 

c a p a c i t y . 

I t r e m a i n s t o b e s e e n w h e t h e r i n v e s t m e n t s c a n b e 

s u b s t a n t i a l l y i n c r e a s e d . I n p r a c t i c e , g i v e n t h e l i m i t a t i o n s 

i n " c o m m o d i t y i n v e s t m e n t " o p p o r t u n i t i e s , a l a r g e p a r t o f t h e 

i n v e s t m e n t s h a v e t o b e d i r e c t e d t o w a r d " s o c i a l o v e r h e a d " 

i n v e s t m e n t s . Y e t i f e x p e n d i t u r e s o n t h e s e e x p e n s i v e p r o j e c t s 

g r e w f a s t e r t h a n t h e e c o n o m i e s c a p a c i t y t o s a t i s f y t h e 

c o n s u m e r d e m a n d g e n e r a t e d b y s u c h e x p e n d i t u r e s t h e r e w i l l 

b e e i t h e r a b a l a n c e o f p a y m e n t s c o l l a p s e o r i n f l a t i o n o r 

b o t h . A s a r e s u l t o n e s h o u l d e x p e c t t h e p l a n n e r s t o h a v e 

a l l o c a t e d t h e i n v e s t m e n t s , m o s t l y t o p r i m a r y p l u s s e c o n d a r y 

p r o d u c t s ( t h e y a r e 2 5 . 5 + 2 3 . 1 p e r c e n t = 4 8 . 6 p e r c e n t ) 

r a t h e r t h a n s o c i a l o v e r h e a d c a p i t a l . 
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S u m m i n g u p : 

1 . I f T u r k e y c a n m a i n t a i n a r a t e o f i n v e s t m e n t 

o f 18 p e r c e n t o f t h e n a t i o n a l i n c o m e a n d d i s t r i b u t e s i n v e s t m e n t 

s o a s t o a t t a i n a n o v e r a l l m a r g i n a l i n v e s t m e n t / o u t p u t r a t i o 

o f 2 . 6 : 1 a n a n n u a l r a t e o f i n c o m e g r o w t h o f 7 p e r c e n t i s 

a r e a s o n a b l e o b j e c t i v e . H o w e v e r t h e r e i s l a r g e s c o p e f o r 

i n c r e a s i n g t h e i n v e s t m e n t r e s o u r c e s a b o v e i t s p r e s e n t 

p r o p o r t i o n i n r e l a t i o n t o GNP a n d t h i s v/e t h i n k , m i g h t b e 

a c h i e v e d b y a s u b s t a n t i a l i n c r e a s e o f x j u b l i c s a v i n g s . 

( a ) T h i s i m p l i e s t h a t a l i m i t a t i o n o n t h e g r o w t h o f 

c u r r e n t p u b l i c e x p e n d i t u r e i s n e c e s s a r y . 

( b ) I t a l s o r e q u i r e s a r a p i d i n c r e a s e i n t a x 

r e v e n u e . I n T u r k e y , f u r t h e r i n c r e a s e i n tax r e v e n u e c o u l d 

b e a c h i e v e d f r o m t h o s e g r o u p s w h i c h h a v e i n c o m e s f a r a b o v e 

a v e r a g e a n d w h i c h a t p r e s e n t e s c a p e n o r m a l t a x a t i o n . ^ * ^ 

A l s o g r e a t e r y i e l d s m i g h t b e o b t a i n e d f r o m a g r i c u l t u r a l 

i n c o m e b y a d o p t i n g h i g h e r r a t e s . ( A g r i c u l t u r a l i n c o m e s w e r e 

n o t s u b j e c t t o t a x b e f o r e 1 9 6 3 ) 

( c ) T h e f i n a n c i a l p o s i t i o n o f S . E . 2 . m i g h t b e 

i m p r o v e d t o s e c u r e a d d i t i o n a l f i n a n c e f o r e c o n o m i c d e v e l o p m e n t 

( s e l f s u p p o r t i n g ) 

I I - P r o v i d e d p r o d u c t i v i t y r e q u i r e m e n t s a r e n o t 

s a c r i f i c e d some p r i o r i t y w i l l h a v e t o b e g i v e n t o p r o j e c t s 

( 1 ) OECD - A u g u s t 1 9 6 4 , T u r k e y , p . 3 8 . 
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w i t h c o m p a r a t i v e l y h i g h e r l a b o u r p e r u n i t o f o u t p u t . 

I I I - G i v e n t h e s e v e r e d e f i c i t i n b a l a n c e o f p a y m e n t s , 

t h e b e s t s t a r t i n g p o i n t f o r s e l e c t i o n o f p r o j e c t s i s t h e 

b a l a n c e o f p a y m e n t s e f f e c t . 

I V - A h i g h p r i o r i t y m u s t a l s o b e a t t a c h e d t o i n v e s t m e n t 

i n a g r i c u l t u r e a n d e f f i c i e n t u s e o f l a n d r e s o u r c e s s h o u l d 

b e a c h i e v e d f o r a g r i c u l t u r e p l a y s a g r e a t p a r t i n a 

b a l a n c e d d e v e l o p m e n t . 

V - T h e d e v e l o p m e n t e f f o r t c o u l d t a k e p l a c e u n d e r 

c o n d i t i o n s o f r e a s o n a b l e c o n s u m e r s o v e r e i g n t y a n d i n d i v i d u a l 

t i m e p r e f e r e n c e . 

T h e p o i n t h e r e i s t h a t t h e s e o b j e c t i v e s a n d l i m i t a t i o n s 

a r e h o t e a s y t o r e c o n c i l e a n d t h e i r a p p l i c a t i o n v / i 1 1 

r e q u i r e c o n t i n u o u s a n d p a i n s t a k i n g e f f o r t s . T h e r e a l 

p r o b l e m f o r t h e p o l i c y m a k e r s a n d p l a n n e r s l i e s e x a c 1 1 y 

i n t h i s n e e d t o f i n d a c a r e f u l b a l a n c e b e t w e e n t h e m a n d 

a v o i d a n y t h i n g t h a t c o u l d u p s e t t h i s b a l a n c e . I t s e e m s t h a t 

t h e s o c i a l m a r g i n a l p r o d u c t i v i t y f o r m u l a w e s t a t e d i n c h p . 6 

i s t h e a d e q u a t e a n s w e r t o s u c h b a l a n c e a m o n g o b j e c t i v e s . 

A l s o t h e p o l i c y m a k e r s h o u l d b e p r e p a r e d t o r e v i s e 

h i s o b j e c t i v e s i n t h e c o u r s e o f i m p l e m e n t a t i o n o f p o l i c y 

e i t h e r b e c a u s e ; 

1 ) a c t u a l f a c t o r s u p p l y i s d i f f e r e n t f r o m h i s 

e s t i m a t e s a n d h i s c r i t e r i a , s h o u l d b e r e v i s e d o r , 
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2 ) b e c a u s e p r o d u c t d e m a n d s m a y c h a n g e a n d h i s 
a l l o c a t i o n s b e c o m e i n c o n s i s t e n t w i t h h i s o v e r a l l o b j e c t i v e s 
a n d t h e r e f o r e a r e v a l u a t i o n o f i n v e s t m e n t d e c i s i o n s i s 
n e c e s s a r y . 

F i n a l l y , o n e m a y c o n c l u d e t h a t t h e F i r s t F i v e - Y e a r 

p l a n h a s b e e n a r e m a r k a b l e s t e p t o w a r d s s o l v i n g e c o n o m i c 

a n d s o c i a l p r o b l e m s i n a p l a n n e d m a n n e r . T h e r e f o r e t h e r e i s 

a n e e d f o r c o n t i n u i t y o f p l a n s . T h e s e p l a n s m u s t a l s o g r o w 

t h r o u g h n e c e s s a r y r e s e a r c h a n d c o n s t a n t r e a d j u s t m e n t s . T h e 

n u m b e r o f p e o p l e w h o p r e p a r e a n d f o r m u l a t e t h e m m u s t 

g r o w a l o n g s i d e . 

I f T u r k e y w a n t s t o d e v e l o p a n d s o l v e h e r p r o b l e m s 

s h e m u s t p u r s u e a p l a n n e d d e v e l o p m e n t m e t h o d a f t e r h a . v i n g 

l a r g e e x p e r i e n c e i n u n p l a n n e d e c o n o m y i n t h e l a s t d e c a d e 

v / h i c h e n d e d i n e c o n o m i c c h a o s . 

T h e p l a n s m u s t h a v e s u f f i c i e n t t h e o r e t i c a l b a s i s 

a n d f r a m e w o r k f o r i t i s n o t t h e t a r g e t s w h i c h a r e o f 

p r i m a . r y i m p o r t a n c e b u t t h e a n a l y s e s b e h i n d t h e m w h i c h 

p r e v e n t t h e p o l i c y - m a . k e r s f r o m r e p e a t i n g f o r m e r m i s t a k e s . 
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A 1 V E I > P I X A . 

C A P I T A L - I N T E N S I T Y C R I T E R I O N : 

A s a n a l t e r n a t i v e t o s o c i a l m a r g i n a l p r o d u c t i v i t y , 

c a p i t a l - i n t e n s i v e i n v e s t m e n t h a s b e e n s u g g e s t e d a s a 

c r i t e r i o n t o b e u s e d i n r e s o u r c e a l l o c a t i o n . 

T h e cajJ i t a l - i n t e n s i t y c r i t e r i o n h a s r e c e i v e d i t s 

b e s t i n t e r p r e t a t i o n b y G a l e n s o n a n d L e i b e n s t e i n ^ ^ w h o 

c l a i m t h a t t h e a i m o f e c o n o m i c d e v e l o p m e n t i s t o a . t t a i n a 

l e v e l o f e c o n o m i c c a p a c i t y w h i c h m a x i m i z e s o u t p u t p e r 

c a p i t a a.t a d e t e r m i n e d f u t u r e t i m e . T h e r e f o r e , t h e 

c o r r e c t c r i t e r i o n f o r a l l o c a t i n g i n v e s t m e n t r e s o u r c e s i s t o 

c h o o s e f o r e a c h u n i t o f i n v e s t m e n t t h a t a l t e r n a t i v e t h a t w i l l 

g i v e e a c h w o r k e r g r e a t e r p r o d u c t i v e p o w e r t h a n a n y o t h e r 

a l t e r n a t i v e . 

I n o r d e r t o a c h i e v e t h i s , a c c o r d i n g t o t h e m t h e 

a m o u n t o f c a p i t a l p e r w o r k e r a n d t h e q u a l i t y o f l a b o u r ' ^ ' 

m u s t b e m a x i m i s e d . T h e c r i t e r i o n t o b e a p p l i e d i s t h a t 

w h i c h l e a d s t o t h e m a x i m u m c a p i t a l - 1 a b o u r r a t i o . T h i s i s 

s o b e c a u s e i t i s t h e c a . p i t a l - 1 a b o u r r a t i o t h a t d e t e r m i n e s 

o u t p u t p e r c a p i t a . T h e v o l u m e o f c a p i t a l p e r w o r k e r i n t h e 

l o n g r u n , w i l l b e d e t e r m i n e d b y 1 ) t h e a m o u n t o f i n v e s t m e n t 

y e a r b y y e a r s t e m m i n g f r o m t h e p r o d u c t o f t h e i n i t i a l 

i n v e s t m e n t , a n d 2 ) t h e i n c r e a s e i n t h e s i z e o f t h e l a b o u r 

f o r c e . 

( 1 ) G a l e n s o n 2: L e i b e n s t e i n H . I n v e s t m e n t C r i t e r i a , p r o d u c t i v i t y 
a n d E c o n o m i c D e v e 1 o p m e n t ,0.JE 1 9 5 5 N o . p . 

( 2 ) I t s s k i l l , k n o w l e d g e , e n e r g y a n d a d a p t a b i l i t y . 



2 . 

G a l e n s o n a n d L e i b e n s t e i n d o n o t r e j e c t t h e m a r g i n a l 

p r o d u c t i v i t y a p p r o a c h e n t i r e l y , b u t t h e y s u g g e s t t h a t 

t h e p o l i c y - m a k e r s of- p l a n n e r s s h o u l d t r y t o e q u a t e n o t t h e 

m a r g i n a l p r o d u c t i v i t y o f c a p i t a l i n a l l i n v e s t m e n t u s e s , b u t 

t h e " t o a r g i n a l p e r c a p i t a r e - i n v e s t m e n t q u o t i e n t " w h i c h 

r e p r e s e n t s t h e n e t p r o d u c t i v i t y p e r w o r k e r m i n u s c o n s u m p t i o n 

p e r w o r k e r . T h e n t h e l a r g e r t h e d i s r e p a n c y , t h e m o r e 

i n v e s t m e n t r e s o u r c e s w i l l b e a v a i l a b l e f o r r e - i n v e s t m e n t . 

T h i s a r g u m e n t a d v o c a t e s t h e a d v a n t a g e s o f c a p i t a l - i n t e n s i v e 

p o l i c y o n s o m e g r o u n d s s u c h as i t s r e - i n v e s t m e n t a n d 

e m p l o y m e n t e f f e c t , i t s p o p u l a t i o n a n d m o d e r n i z a t i o n e f f e c t s . 

1 - I t i s a r g u e d t h a t i n v e s t m e n t i n c a p i t a l - i n t e n s i v e 

p r o j e c t s w i l l c r e a t e a m o r e r a p i d r a t e o f i n v e s t m e n t b e c a u s e 

i t w i l l n o t b e n e c e s s a r y t o d i s t r i b u t e s o m u c h i n c o m e t o 

l a b o u r a s u n d e r a m o r e l a b o u r - i n t e n s i v e a p p r o a c h . W h a t 

e m e r g e s f r o m t h i s i s t h a t p r o f i t m a r g i n w i l l b e g r e a t e r i n 

t h e c a p i t a l - i n t e n s i v e e s t a b l i s h m e n t s t h a n i n t h e l a b o u r -

i n t e n s i v e o n e s . T h e G - L r e - i n v e s t m e n t s q u o t i e n t c a n b e 

s t a t e d a s i n t h e f o l l o w i n g f o r m u l a : 

( 1 ) X - \7H , w h e r e X i s t h e o u t p u t f r o m i n v e s t m e n t 
r " I 

I , W t h e p r e v a i l i n g w a g e r a t e , a n d N e m p l o y m e n t t o g o w i t-h I . 

A c t u a l l y , i t c a n b e s a i d t h a t G - L i n v e s t m e n t c r i t e r i o n w i l l 

d i c t a t e a c h o i c e o f t e c h n i q u e w h i c h m a x i m i s e s t h e 

r e - i n v e s t m e n t q u o t i e n t . T h e n u m e r a t o r o f t h e r e - i n v e s t m e n t 
( 1 ) K o j i T a i r a , A n o t e o n t h e A n a l y t i c a l p r o p e r t i e s o f G a l e n s o n -

L e i b e n s t e i n I n v e s t m e n t C r i t e r i a . B u l l . O x f o r d U n i v . I n s t i t u t e 
o f E c o n o m i c s a n d S t a t i s t i c s . V o l u m e 2 7 , M a y . 1 9 6 5 , p . 1 5 1 . 
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q u o t i e n t i s a n a n n u a l p r o f i t s t e m s f r o m i n v e s t m e n t 

p r o j e c t s . O n e i n t e r p r e t a t i o n o f t h e G - L c r i t e r i o n i s t h a t t h e 

c a p i t a l - i n t e n s i v e t e c h n i q u e r e s u l t s i n h i g h e r p r o f i t s t h a n 

t h e l a b o u r - i n t e n s i v e t e c h n i q u e . I t i s t h i s h i g h p r o f i t 

m a r g i n t h a t i n c r e a s e s t h e r e i n v e s t m e n t q u o t i e n t f o r 

f u t u r e i n v e s t m e n t . 

I t i s a l s o s u g g e s t e d t h a t , i f l a b o u r - i n t e n s i v e m e t h o d s 

a r e a d o p t e d , m o r e w o r k e r s w i l l i m m e d i a t e l y b e b r o u g h t i n t o 

e m p l o y m e n t f r o m t h e p o o l o f s u r p l u s l a b o u r a n d a s a r e s u l t 

t h e i r c o n s u m p t i o n a n d n o t t h e i r s a v i n g w i l l g o u p w h e n t h e y 

a r e p a i d o u t i n a d d i t i o n a l w a g e s ; g i v e n t h e c o n d i t i o n t h a t 

t h e y a r e l i v i n g a t s u b s i s t e n c e l e v e l . T h e r e f o r e , t h e y 

b e l i e v e t h a t t h e c a p i t a l - i n t e n s i v e m e t h o d w i l l g e n e r a t e 

m o r e r e - i n v e s t m e n t f u n d o u t o f i n c o m e o b t a i n e d , a n d m o r e 

j o b s w i l l b e p r o v i d e d w i t h i n a f e w y e a r s . 

T h e i r a n a l y s i s , b a s e d u p o n t h e I n d i a n c o t t o n t e x t i l e 

i n d u s t r y , i n d i c a t e s t h a t 1 , 2 0 0 r u p e e s w i l l , u n d e r l a b o u r - i n t e n s i v e 

t e c h n i q u e , c r e a t e e m p l o y m e n t f o r 3 5 p e o p l e as i t w a s 

i n i t i a l l y . , w h i l e t h e c a p i t a l - i n t e n s i v e t e c h n i q u e w i l l p r o v i d e 

j o b s f o r 5 w o r k e r s a t f i r s t , a n d b y v i r t u e o f a l a r g e m a r g i n 

o f r e - i n v e s t m e n t , t h e a d d i t i o n a l e m p l o y m e n t w i l l e x c e e d 1 , 2 0 0 

( t _ c ( 2 ) 
a f t e r 2 5 y e a r s . 

( 1 ) I n t e r n a t i o n a l L a b o u r R e v i e w . I n t e r n a t i o n a l L a b o u r O f f i c e . 1 9 5 3 , 

12) T h e a s s u m p t i o n s w h i c h a r e u s e d h e r e , a r e : ( 1 ) e v e r y p e n n y 
p a i d i n w a g e s i s s p e n t o n c o n s u m p t i o n a n d t h a t ( 2 ) e v e r y p e n n y n o t 
p a . i d t o l a b o u r w e n t f o r r e i n v e s t m e n t ; ( 3 ) N o a l l o w a n c e i s m a d e 
f o r c a p i t a l d e p r e c i a t i o n . S e e . G a l e n s o n & L e i b e n s t e i n . o p . c i t . 
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F o r a n y y e a r t h e e m p l o y m e n t s t e m m i n g f r o m a n y 

c o m b i n a t i o n o f m e n a n d m a c h i n e s i s r e p r e s e n t e d i n t h e 

f o r m u l a b e l o w : 

( 2 ) E . , = £ , ( 1 - i - p ~ e - ) * , w h e r e E . ^ . 
t + 1 1 c t + 1 r e p r e s e n t s 

e m p l o y m e n t i n t h e t + 1 y e a r , E ^ e m p l o y m e n t i n t h e i n i t i a l 

y e a r , p t h e o u t p u t p e r m a c h i n e , e t h e n u m b e r o f w o r k e r s p e r 

m a c h i n e , w t h e w a g e r a t e , a n d c t h e c o s t p e r m a c h i n e . I n 

c a s e E j , p a n d e a r e a s s u m e d t o b e p a r a m e t e r s , t h e n t h e 

v a l u e o f E j . + i w i l l d e p e n d u p o n t h e r e l a t i o n s h i p o f c a n d w . 

T h e c o n c l u s i o n d e r i v e d f r o m a b o v e f o r m u l a i s t h a t , 

" t h e l a r g e r t h e p r o p o r t i o n o f t h e o u t p u t o f a n i n d u s t r y , o r 

a. s o c i e t y , w h i c h i s r e i n v e s t e d r a t h e r t h a n c o n s u m e d , t h e 

m o r e r a p i d w i l l b e t h e p r o c e s s o f c a p i t a l a c c u m u l a t i o n a n d , 

p a r i p a s s u , t h e g r o w t h o f e m p l o y m e n t o p p o r t u n i t i e s i n 

i n d u s t r y . ^ * ^ C o n v e r s e l y , t h e g r e a t e r t l i e s h a r e o f o u t p u t 

t h a t i s c o n s u m e d , t h e s l o w e r w i l l b e t h e r a t e o f e x p a n s i o n 

o f c a p i t a l a n d e m p l o y m e n t . 

I I - O n t h e i r e x p l a n a t i o n o n t h e p o p u l a t i o n e f f e c t o f t h e 

c a p i t a l - i n t e n s i v e t e c h n i q u e , t h e y r e s o r t t o M a l t h u s i a n v i e w s . 

T h e y d o n o t t h i n k t h e i - e i s a c h o i c e b e f o r e u n d e r d e v e l o p e d 

c o u n t r i e s b e t w e e n s l o w a n d c o m f o r t a b l e e c o n o m i c g r o w t h a n d 

r a p i d i n v e s t m e n t a n d r e s t r i c t e d c o n s u m p t i o n . T h e o n l y r a t i o n a l 

w a y , a c c o r d i n g t o t h e m i s t o c h o s e t h e l a t t e r v i e w . 

P o p u l a t i o n g r o w t h m u s t b e r e d u c e d a n d t h e l a b o u r - i n t e n s i v e 

t e c h n i q u e w h i c h r e s u l t s i n t h i s p o p u l a t i o n g r o w t h s h o u l d b e 

( 1 ) G a l e n s o n &t L e i b e n s t e i n . o p . c i t . 3 5 4 . 



5 . 

e l i m i n a t e d a n d , i n s t e a d , t h e c a p i t a l - i n t e n s i v e m e t h o d s h o u l d 

b e a d o p t e d w h i c h i n d u c e s f a l l i n g f e r t i l i t y g r o w t h . T h e i r 

r e j e c t i o n o f t h e f o r m e r m e t h o d r e & t s o n t h e b e l i e f t h a t 

s e l f - s u s t a i n e d g r o w t h c a n b e a c c e l e r a t e d i f t h e r e i s a n 

i n c r e a s e i n t h e r a t i o o f c a p i t a l / l a b o u r , t h e p e r c a p i t a 

o u t p u t p o t e n t i a l a n d " p e r c a p i t a r e i n v e s t m e n t q u o t i e n t " . 

T h e i m p o r t a n c e o f p o p u l a t i o n g r o w t h i s b e c a u s e o f t h i s 
•J* 

r a t i o b e t w e e n c a p i t a l a n d t h e l a b o u r f o r c e . P o p u l a t i o n 

g r o v / t h r e d u c e s t h e c a p i t a l / l a b o u r r a t i o a n d , t h r o u g h 

i t s a d v e r s e e f f e c t o n p e r c a p i t a o u t p u t a n d s a v i n g s , t e n d s 

t o r e d u c e t h e r a t e o f r e i n v e s t m e n t a s a c o n s e q u e n c e o f a n y 

i n i t i a l i n v e s t m e n t . T h e y c o n c l u d e t h a t : " t h e l o w e r t h e r a t e 

o f p o p u l a t i o n g r o w t h , o r t h e e a r l i e r t h e d e c l i n e i n t h e 

r a t e o f p o p u l a t i o n g r o w t h t e t s i n , t h e g r e a t e r t h e p e r 

c a p i t a r e i n v e s t m e n t q u o t i e n t " . 

I l l - T h e same a u t h o r s h a v e a d v o c a t e d t h a t m o d e r n i z a t i o n 

i n t h e l a t e r s t a g e s o f i n d u s t r i a l i s a t i o n w i l l b e r a t h e r 

d i f f i c u l t i f , i n i t i a l l y , a l a b o u r - i n t e n s i v e t e c h n i q u e h a s 

b e e n p u r s u e d i n i n v e s t m e n t p o l i c y . T h e y a r g u e t h a t a . 

l a b o u r f o r c e , o n c e c a l l e d i n t o e x i s t e n c e o n t h e b a s i s o f 

l a b o u r - i n t e n s i v e t e c h n i q u e s , m a y s t r o n g l y r e s i s t s u b s e q u e n t 

l a b o u r - s a v i n g m o d e r n i z a t i o n . ^ ' A n o t h e r p o i n t t h e y r e s t o n 

i s t h a t a c e r t a i n n u m b e r o f m o d e r n - c a p i t a l - i n t e n s i v e p l a n t s 

( 1 ) S e e G a l e n s o n & L e i b e n s t e i n , o p . c i t . T h i s h o l d s e s p e c i a l l y 
i n d e m o c r a t i c c o u n t r i e s . 
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m a y a l s o b e a m e a n s o f e n s u r i n g t r a i n i n g a n d e x p e r i e n c e 

f o r m a n a g e m e n t a n d l a b o u r i n m o d e r n t e c h n o l o g i e s . M o d e r n 

t e c h n o l o g y p r o m o t e s t h e s k i l l o f w o r k e r s a n d t h e q u a l i t y 

o f t h e m a n a g e m e n t . 

T h e c a p i t a l - i n t e n s i v e i n v e s t m e n t c r i t e r i o n , h o w e v e r , 

h a s b e e n c r i t i c i s e d f r o m v a r i o u s a s p e c t s . 

I t i s s a i d t h a t , i f t h e g o v e r n m e n t c a n f i n d a w a y 

u n d & r t h e m a r g i n a l p r o d u c t i v i t y a p p r o a c h o f k e e p i n g 

c o n s u m p t i o n d o w n t o t h e m a x i m u m t h a t w o u l d b e p e r m i t t e d 

u n d e r a c a p i t a l - i n t e n s i v e a p p r o a c h , i t m a y r e a l i s e a n 

e v e n m o r e r a p i d r a t e o f i n v e s t m e n t . ^ ' A g o v e r n m e n t 

h a s t h e p o w e r t o i n f l u e n c e t h e r a t e o f c o n s u m p t i o n a n d o f 

s a v i n g . A c t u a l l y , i t h a s a l a r g e n u m b e r o f i n s t r u m e n t s 

a t i t s d i s p o s a l s u c h a s - i n a p r i v a t e e n t e r p r i s e o r m i x e d 

e c o n o m y - f i s c a l ( t a x a t i o n ) a n d m o n e t a r y p o l i c y , t h e p r i c e 

p o l i c y o f t h e s t a t e e n t e r p r i s e s , v a r i a t i o n s i n t h e l e v e l 

o f p u b l i c s e r v i c e s p r o v i d e d a n d v a r i a t i o n s i n i t s f o r e i g n 

t r a d e p o l i c y a n d so o n . T h e r e f o r e , a g o v e r n m e n t c a n f e e l 

t h a t i t i s i n t h e i n t e r e s t s o f e c o n o m i c d e v e l o p m e n t t o 

i m p o s e a r a t e o f s a v i n g t h a t m i g h t e x c e e d t h e m a x i m u m r a t e 

t h a t c a n b e p r o v i d e d b y a n y o t h e r a l t e r n a t i v e s . A n d s e c o n d l y , 

o n e c a n a s k , v e r y r i g h t l y , w h y s h o u l d p e o p l e t o l e r a t e 

h u n g e r a n d d i s e a s e ( a r a t h e r l o w s t a n d a r d o f l i v i n g ) m o r e 

u n d e r c a p i t a l - i n t e n s i v e c r i t e r i o n t h a n a n y o t h e r a l t e r n a t i v e . 

( 1 ) I n t e r n a t i o n a l L a b o u r R e v i e w , o p . c i t . 
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T h e a p p l i c a b i l i t y o f t h e c a p i t a l - i n t e n s i v e c r i t e r i o n 

h a s b e e n t e s t e d b y some a u t h o r s i n s o m e u n d e r d e v e l o p e d 

c o u n t r i e s . F o r i n s t a n c e , P r o f . G , R . a n i s , h a s p o i n t e d o u t 

t h a t , i n P a k i s t a n t h e r a t e o f p r o f i t t e n d s t o b e h i g h e r 

i n l a b o u r - i n t e n s i v e t h a n i n c a p i t a l - i n t e n s i v e u n d e r t a k i n g s . 

T h i s r e s u l t i s c o n t r a d i c t o r y t o t h e G - L c r i t e r i o n t h a t 

t h e c a p i t a l - i n t e n s i v e t e c h n i q u e i s a s s o c i a t e d w i t h h i g h e r 

p r o f i t r a t e s . H o w e v e r , i n J a p a n , a m o n g m a n u f a c t u r i n g 

e s t a b l i s h m e n t s e m p l o y i n g m o r e t h a n 3 0 w o r k e r s , t h e r a t e 

o f p r o f i t o n f i x e d a s s e t s w a s i n v e r s e l y a s s o c i a t e d w i t h t h e 

( 2 ) 

c a p i t a l - 1 a b o u r r a t i o d u r i n g t h e 1 9 5 0 * s . 

U h a t e m e r g e s f r o m t h e i n f o r m a t i o n a b o v e i s t h a t 

t h e c a p i t a l - i n t e n s i v e t e c h n i q u e h a s n o t a n a b s o l u t e v a l u e 

i n c l a i m i n g t h a t t h e r a t e o f p r o f i t i s a l w a y s l o w e r i n l a b o u r -

i n t e n s i v e t e c h n i q u e s . T h e t e s t c a n v a r y f r o m c o u n t r y t o 

c o u n t r y . 

O n t h e e m p l o y m e n t e f f e c t o f t h e c a p i t a l - i n t e n s i v e 

t e c h n i q u e , o n e c a n s a y t h a t , u n d e r d e v e l o p e d c o u n t r i e s , 

u n d e r t h e c o n d i t i o n s o f a s e r i o u s u n e m p l o y m e n t p r o b l e m h a v e 

n o c h o i c e o t h e r t h a n r e s o r t i n g t o a l a b o u r - i n t e n s i v e t e c h n i q u e 

w h i c h i s c a p a b l e o f a b s o r b i n g a g r e a t n u m b e r o f u n e m p l o y e d 

w o r k e r s . E s p e c i a l l y w h e r e t h e r e i s a p o o l o f s u r p l u s 

l a b o u r , i t s e e m s u r g e n t t o e m p l o y m o r e w o r k e r s i n a s s h o r t 
( 1 ) R a n i s G , P r o d u c t i o n F u n c t i o n s , M a r k e t I m p e r f e c t i o n s , a n d 

E c o n o m i c D e v e l o p m e n t . E . J . J u n e , 1 9 6 2 , p . 3 5 4 - 5 4 . 
( 2 ) T a i r a K " J a p a n e s e E n t e r p r i s e U n i o n i s m & I n t e r F i r m w a g e 

S t r u c t u r e , I n d u s t r i a l a n d L a b o u r R e l a t i o n s R e v . v o l . 1 5 . 
O c t o b e r 1 9 6 1 , p . 3 3 - 5 1 . 
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a p e r i o d a s p o s s i b l e , s o t h a t t h e b u r d e n o n t h e e c o n o m y m a y 

b e l e s s e n e d . H o w e v e r , i n v e s t m e n t p r o j e c t s w h i c h f a v o u r 

l a b o u r - i n t e n s i v e t e c h n i q u e s m u s t n o t i g n o r e t h e i m p o r t a n c e 

o f a p r o d u c t i v i t y i n c r e a s e . I n o t h e r w o r d s t h e p r o d u c t i v i t y 

o f l a b o u r s h o u l d n o t b e s a c r i f i c e d f o r t h e s a k e o f e m p l o y i n g 

a n u n e m p l o y e d l a b o u r s u r p l u s . 

I n T u r k e y , a t t h e b e g i n n i n g o f t h e p l a n p e r i o d , t h e r e 

w e r e a b o u t 1 . 5 m i l l i o n u n e m p l o y e d , a n d t h e l a b o u r f o r c e i s 

e s t i m a t e d t o g r o w a t t h e v e r y h i g h r a t e o f 2 . 3 p e r c e n t p e r 

a n n u m d u r i n g t h e F i v e - Y e a r P l a n . T h e r e f o r e , u n d e r t h e s e 

c o n d i t i o n s , we b e l i e v e t h a t t h e l a b o u r - i n t e n s i v e t e c h n i q u e 

a s s o c i a t e d w i t h t h e m a r g i n a l p r o d u c t i v i t y a p p r o a c h i s a 

r i g h t d e c i s i o n . 

A g a i n s t t h e l a s t p o i n t , i t h a s b e e n s a i d t h a t s m a l l -

s c a l e e n t e r p r i s e s w i l l b e m o r e f a v o u r a b l e f o r w i d e r t r a i n i n g 

i n e n t r e p r e n e u r s h i p a n d m a n a g e m e n t a n d w i d e r d i f f u s i o n 

o f e m p l o y m e n t o p p o r t u n i t i e s . ^ ^ 

•.Ye a r e o f t h e o p i n i o n t h a t a l a r g e u n d e r t a k i n g i s 

m u c h m o r e d i f f i c u l t t o o p e r a t e t h a n o f a s m a l l u n d e r t a k i n g 

a n d , c o n s i d e r i n g t h e s c a r c i t y o f e f f i c i e n t m a n a g e r s , i t w i l l 

b e p l a u s i b l e t o c o n c e n t r a t e m o r e o n s m a l l - s c a l e b u s i n e s s e s . 

I t i s t r u e t h a t t h e d i s p e r s a l o f s a v i n g s a n d o f 

e n t r e p r e n e u r s h i p a r e i m p o r t a n t a s p e c t s o f e c o n o m i c d e v e l o p m e n t , 

( 1 ) B e l s h a w - H . " p o p u l a . t i o n g r o w t h a n d L e v e l s o f C o n s u m p t i o n 
w i t h s p e c i a l R e f e r e n c e t o C o u n t r i e s i n A s i a , L o n d o n , 
G e o r g e A l l e n & U n v i n , 1 9 5 6 . 



e v e n i n c o u n t r i e s i n w h i c h t h e s t a t e h a s p l a y e d a n 

i m p o r t a n t p a r t a s p r o v i d e r o f c a p i t a l o r a s m a n a g e r o f 

( 1 ^ 
b u s i n e s s e n t e r p r i s e s . 

T h e T u r k i s h p l a n n e r s h a v e i n t e n d e d t o p r o v i d e t h e 

d i s p e r s a l o f s a v i n g s a n d i n v e s t m e n t s m o r e w i d e l y a n d 

t h i n l y , a n d t h a t i s w h y , t h e y v e r y c o r r e c t l y , h a v e a d o p t e d 

t h e m a r g i n a l p r o d u c t i v i t y c r i t e r i o n . 

H o w e v e r , we a r e c o n v i n c e d t h a t t h e r e m a y b e c e r t a i n 

i n d u s t r i e s w h i c h h a v e a " p r o c e s s - d o m i n a t e d " n a t u r e a n d t h e s e 

i n d u s t r i e s , n e c e s s a r i l y , w i l l r e q u i r e t h e a d o p t i o n o f a 

c a p i t a l - i n t e n s i v e t e c h n o l o g y . T h e r e f o r e , we m a y c o n c l u d e , 

t h a t t h e m a r g i n a l p r o d u c t i v i t y c r i t e r i o n i s c o m p a t i b l e w i t h 

t h e u s a g e o f t h e c a p i t a l - i n t e n s i v e t e c h n i q u e i n some 

e x c e p t i o n a l c a s e s . I t c a n a l s o b e a d d e d t h a t t h e l a b o u r -

i n t e n s i v e t e c h n i q u e g o e s h a n d i n h a n d w i t h t h e c a p i t a l 

i n t e n s i v e t e c h n i q u e . 

0-)-5ee, B>avertP.r 4 yamey.6.% The Economics of UnJ^Je«e U*cJ 
Counties, LcmJcn, /tf$7, p.loj 
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