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OPENING STATEMENT BY THE 
REPRESENTATIVE OP TURKEY 

We have been considering these consultations as an occasion for exchange of 
views with the representatives of the contracting parties on the continuing 
balance-of-payments difficulties of Turkey. 

As a matter of fact, increasing of balance-of-payments difficulties has been 
one of the main characteristics of the developing countries in our time, and 
Turkey's position, unfortunately, is not an exception in this respect. 

I think that the balance-of-payments situation of Turkey is clearly seen in 
the documents before us. As it will be noticed by the members of the Committee 
these difficulties mainly have been arising from big trade deficits and heavy 
external debt services, as it is the case with many of other developing countries. 
Since the last consultation, the trade balance of Turkey having shown some slight 
improvement in 1965 deteriorated in 1966 at a very large scale. This is mainly 
due to the rapid increase in imports in the last year. In 1966, increase in our 
imports has been substantial, exports have also increased, but at a more moderate 
rate. In the last two years, increase in imports and exports have been 33-7 per 
cent and 19.2 per cent respectively. 

In relation with the external debt services, I would like to mention that 
interest payments and principal repayments of the external debts accounted for 
41.2 per cent of Turkey's export earning during this period. Turkey is one of 
the heaviest external debt burden bearing countries. External debt service 
figures relating to the local currency are not, of course, included in this 
calculation. 

One important positive aspect of the balance-of-payments situation of Turkey 
is the improvement of the invisibles mainly due to workers' remittances from 
foreign countries. But this favourable improvement is not yet, of course, 
sufficient to close the gap between imports and exports. Therefore current 
account deficits and external debt repayments have been met mainly by the 
Consortium Credits for the project and programme financing. As a result of this, 
external indebtedness of Turkey has been increasing continuously. So that, the 
amount of the external debts repayable in foreign currency increased from 
$986 million at the end of 1964, to $1,190 million at the end of 1966, showing 
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over $200 million increase in the last two years. Turkey's external debts 
repayable in Turkish lira arising mainly from PL.480 imports are also of the 
magnitude which cannot be overlooked. These debts showed $26 million increase 
since the end of 1964 reaching a level of $366 million at the end of 1966. 

Finally, increasing balance-of-payments difficulties in 1966 and in the 
course of the current year have, of course, adversely affected our very low 
level of gold and foreign exchange reserves. It is generally accepted the 
optimal level of such reserves should be of the order of one fourth of the annual 
foreign exchange outlays, And yet, Turkey is far from that optimum level of 
reserves, consequently, maintenance of the degree of liberalization of imports in 
spite of the restraints, should be interpreted as a positive determination of my 
Government to the principles of free trade, to the extent we could afford it. 

Since this situation is a result of our development efforts, I would like 
to point out some related aspects of our development plans. 

Now we are in the last year of our First Five Year Development Plan, Second 
Five Year Development Plan has been approved by the Parliament recently which 
will cover the next five-year period, that is, 1968-1972. In relation with the 
implementation of the First Five Year Development Plan, I would like to explain 
the following: 

(i) Investment targets have been realized with a yearly average of 
92 per cent between 1963 and 1966. Percentage of the investments 
to the gross national product was increased from 16.3 per cent in 
1963 to 18 per cent in 1966. 

(ii) In the same period, an annual average of 6.5 per cent growth rate 
was achieved instead of 7 per cent target rate. In fact, growth 
rate showed big differences from year to year, changing between 
4.6 per cent and 9.2 per cent due to weather conditions in agriculture 
and delays in industrial investments. 

(iii) As to external economic relations, total of import figures of four 
years exceeded 0.5 per cent, the total foreseen in the Plan. Taking 
into account the very limited foreign exchange resources in order to 
give priority to the imports necessary for the Plan targets, import 
restrictions and foreign exchange controls have continued. However, 
items given priority for the development purposes have been taken in 
the liberalization lists. Imports through liberalization lists 
constituted between 40 and 44 per cent of total imports. 
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(iv) Total of export figures of four years exceeded 12 per cent of the 
Plan targets. However, this was achieved rather with the decreasing 
of the accumulated stocks of some agricultural products and with 
the increasing of the production of some agricultural export items. 
It did not occur a substantial change in the structure of Turkish 
exports, in other words, percentage of the exports of manufactured 
goods remained unchanged. In this period, terms of trade were not 
favourable for Turkey. On one hand, export price indices showed 
more than 6 per cent decrease from 1963 to 1965» import price indices 
increased considerably on the other; thus, terms of trade were far 
from being favourable for Turkey. 

(v) In relation with the invisibles, interest payments for the external 
debts were higher than the Plan figures. But the foreign capital 
profit transfers remained lower than that foreseen in the Plan. 
Revenues from tourism were less than Plan targets. Nevertheless, as 
I told you before, in recent years quite a new revenue source, which 
is workers' remittances from foreign countries, made a substantial 
change in the balance of invisible transactions. 

(vi) The results of the capital transactions showed that in the first Plan 
period, external debt repayments were higher than that of the level 
foreseen in the Plan, and that capital inflows remained well below 
the Plan figures. Therefore, it will not be wrong to state that in 
this period the development was achieved through the internal efforts 
more than foreseen in the Plan. 

In this relation, I would also like to mention some projections of the 
Second Five Year Plan: 

(i) It is projected that between 1968 and 1972 imports will increase 
annually by 7.4 per cent. 

(ii) For the same period, export targets of Turkey are to achieve an 
annual increase of 7.2 per cent. To achieve such an increase needs 
to change the structure of the exports. In this direction, it is 
foreseen that percentage of the exports of agricultural products will 
decrease from 77.3 per cent in 1966 to 66.8 per cent in 1972, while 
in the same period the percentage of the exports of minerals will 
remain almost stable between 5-5 per cent and 6 per cent, and the 
percentage of the exports of manufactured goods will rise from 
17.2 per cent to 27.3 per cent. 
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(iii) It is expected that the trade deficit will be growing at the 
annual rate of 7»9 per cent. But balance of invisibles is expected 
to improve at the annual rate of 19.2 per cent. As a result of 
these developments, it is estimated that current account deficits 
in the Second Plan period will increase at the annual rate of 
4 per cent. 

(iv) One of the main characteristics of the Second Five Year Plan is 
that it is export promotion oriented while the first one was rather 
oriented towards import substitution. 

Therefore, under these circumstances, the long run objective of the Plan 
in the direction of removing quantitative restrictions and lowering the tariffs 
cannot be expected to be realized fully in the Second Period, too. 

I believe that these facts and figures relating to the continuing balance-
of-payment difficulties of Turkey will facilitate the task of the Committee. 


