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It will be useful to run over briefly what has happened in the
past, to evaluate the present situation of the Turkish economy, and
the effects of the resent precautions on the general balance. Because
today’s situation and the probable events in the future are casually
linked to the past events. In this article, firstly the economic move-
ments which has taken place since 1946 will be considered briefly
with the main points and later on,” December 1983 decisions will be
be taken into consideration, and finally, after discussing the probab-
le impacts of these policy decisions on the cconomy, a conclusion
will be tried to reach at. )

Turkey has realized an average annual growth-rate about 6 %_
in the last thirty years prior to 1980 when “24th January decisions™
were taken. After this date, economic growth has started again, and
has been reached at a rate about 4 9%,, which was negative in 1979.
Economic growth which has been realized in the last thirty-five
years, can be regarded obtained by the domestic sources of the eco-
nomy; because the foreign aids were granted in this period were very
unimportant in comparison with the west European countries. “

The growth rate has changed from year to year in this thlrty
five years period. It can be set forth that the Turkish economy has
. faced several succeeding business cycles in the period in question.
Every cycle started with a high rate of growth and ended with a
shortage of foreign-exchange and a slowdown in growth. First.of.these
cycles, began wiht the precautions so called “7th September Deci-
sions” in the economic history. At this date the price of the U.S.
"dollar was increased from 1.27 TL. to 2.80 TL. By this operation
the U.S. dollar appriciated 120.4 %, against TL (incertain rate) ;
and TL. was devaluated 54.6 9%, against the U. S dollar (certain-
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rate). Here, the performance of this devaluation will not be scruti-
nized. Starting from this date, the recovery period of the cycle began
which continued to 1950. In this stage, the substitutional investments
were performed which were neglected during the Second World
War. After 1950, Turkey, as it is well known, tried to achieve a high
rate of growth, so the second stage of the cycle began. This new de-
velopment attempt was mainly based upon private sector, foreign
capital, foreign aids and expansionary monetary and fiscal policies.
Moreover, infra-structure investments were expanded, and libera-
tion in foreign trade, mechanization in agriculture together with
highly subsidized prices for the agricultural goods were brought
into application. To perpetuate this new economic policy large-
scale industrial establishments were founded through the “State
Economic Enterprices”, although mainly a liberal economic policy
was adapted. Since a high rate of growth was realized, the employ-
ment level also increased in the first years of this period.

This new economic policy brought about some economic prob-
lems as well, especially after 1954 for example, government expendi-
tures gave rise to inflation because of the increases in investments
of the State Economic Enterprices and the subsidized prices of the
agricultural goods. On the other hand, application of liberation in
foreign trade, deteriorated the deficit in the balance of payments
and depleted the foreign-exchange reserves (1). As the result of this
process, the liberation policy was abandoned and quatas were adop-
ted for imports. But the ¢uatas caused a commedity shortage in the
domestic markets and accelerated the inflation.

Under the pressure of this deterioration, the government incre-
ased the price of the U.S. dollar from 2.30 TL. to 9.00 TL. by im-
posing additional taxes on imports, according to the new “Stabili-
zation Decisions of 4thAugust 1958”. It is clear that this operation
is to increase the value of the dollar actually at the rate of 221.4
%, or to devaluate the TL. at 68.9 9%, (certainrate). Thus, a busi-
ness cycle which started with an intense attempt of development,
a high rate of growth and a rise in prices ended with a slowdown,
a great embarrassment of froeign-exchange and a high rate of deval-
uation.

(1) As a matter of fact, while the deficit in the balance of payments was $ 9%, 22.3 million
in 1952, it increased to $ % 193 million in 1953.


































