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Preface

The PoliticalEconomy ofIncome Distribution in Turkey is the first volume of
a series of case studies in income distribution undertaken in Turkey, Nigeria,
Egypt, and Mexico. These in-depth case studies grew out of a conviction that
general discussions ofpatterns of income distribution in developing countries,
whether carried out through cross-national aggregate data work through
elaborating models, or through generalizing sectoral and functional analyses,
needed to be informed by detailed contextual analyses of specific countries.
Indeed, the Research Program in Development Studies at Princeton Uni
versity, under whose auspices the present volume was produced, had itself
carried out, in collaboration with the Brookings Institution, an overview of
income distribution in developing countries (Frank and Webb, eds., Income
Distribution and Growth in the Less Developed Countries, Washington:
Brookings, 1977).

We were convinced from our own review of the economic, theoretical, and
statistical bases for income-distribution reform that we had to bring political,
administrative, and sociological concerns center stage in any discussion of
income distribution within countries. We concluded that neither extensive
data development nor elaborate theoretical model building were the areas of
future income-distribution research most in need ofnew investment and effort.
We further concluded that problems ofincome distribution should be analyzed
in'the context of policymaking and policy implementation in country-specific
cases. And we believed that the studies should be country-centered as well.

Frequently, investigations in developing countries have paid lip service to
the idea of the need for studies to be conceived, organized, and carried out
within the country itself. Constraints of time, personnel, and communication
have led many United States-based researchers to start out with these
intentions only to, in the end or even near the beginning, dominate the formula
tion of frameworks for analysis and the carrying out of the country study. We
avoided this by having long and detailed discussions with potential collabora
tors before any country studies were underway. We continued to meet in
plenary sessions in Turkey and were able to meet with participants from other
country studies. This was possible for a number of reasons. First, we were
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viii Preface

detennined to work in countries where the pool ofpotential collaborators was
large enough and of high quality so that work could be fonnulated and carried
out by scholars in their own countries. Second, the United States Agency for
International Development, which had funded the Princeton-Brookings pro
ject, was from the start enthusiastic about country-centered research which
would be a truly collaborative effort with local scholars. Weare extremely
grateful to Jonathan Silverstone, Chief, Civic Participation Division, Bureau
for Program and Policy Coordination, who supported this idea and who has,
through his own intellectual inputs and administrative help, been so important
to the carrying out ofthis study and our other country studies. Many AID desk
officers and country directors have been helpful; Jonathan Silverstone has
been a colleague in the true sense of the word.

In Turkey, many institutions and universities were helpful. Special thanks
go to Bogazi~i University, which was the administrative home of the project,
and to Dean SerifMardin and former Dean Aydm Ulusan, project colleagues,
who also administered the study. Dr. Ulusan and Professor Ergun Ozbudun,
aside from producing their own excellent work, organized and supervised the
Turkish team. Special thanks are also in order to Professor Oguz An of
Bogazi<;i University who met with the group, participated in all its efforts, and
provided insightful analyses and useful data on housing and urban income
distribution in Turkey.

At Princeton, thanks are proffered to the staff of the Research Program in
Development Studies and especially to Jean Nase and Jerri Kavanagh, whose
efficiency, cheerfulness, and diligence are constantly appreciated.

My predecessor as Director of Princeton's Research Program in Develop
ment Studies, John P. Lewis, who is on leave from Princeton, is now Director
of the Development Assistance Committe of DECD. He was an invaluable
colleague in our work. He has been involved in every aspect of the Turkey
project. We are extremely grateful to him for his ideas, his energy, and his
unfailing courtesy and kindness to all the people with whom he comes in
contact.

Henry Bienen
Director, .
Research Program in Development Studies
Princeton University
January 1979
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CHAPTER 1

Overview

Ergun Ozbudun and AydIn Ulusan

Turkey belongs to the group of better-off, semi-industrialized, third-world
countries in which dynamic growth has already generated a considerable
ferment of populist, redistributive change. The rate of growth of the urban
population over the last decade has exceeded a 6 percent yearly average, the
rate of growth of the industrial sector has approached 10 percent between
1963 and 1971, and the number of unionized workers has grown from
296,000 (2.3 percent of the total labor force) in 1963 to 2,200,000 (14.8
percent of the total labor force) in 1977.

Thus the Turkish economy has been undergoing changes calculated to
accentuate distributive issues; moreover, the country's political structure has
been of a kind commonly expected to bring such issues to the fore. Turkey is
one of the very few developing countries that has been able to maintain a
competitive, democratic political system over a reasonably long period of
time-one dating at least from 1945 when the leadership of the ruling single
party decided to allow genuine opposition parties to be formed. Since then,
the country has maintained a vigorously competitive multiparty system with
only two brief and partial military interventions in 1960 and 1971.

Still further, Turkey has a tradition of strong central government, which,
for a regime effectively so disposed, could have made the pursuit of egali
tarian policies easier than in countries where government has not penetrated
as deeply into the society. Historically, the Ottoman Empire was based on a
strong central authority and a competent state bureaucracy. Both intellectual
thought and popular attitudes accepted the paramountcy of "father state"
(devlet baba)-a sovereign and autonomous entity, almost independent of
society. The legacy of highly centralized governmental authority has contin
ued through the period of the republic to this day. Most of the following
chapters describe public-policy areas where governmental action cart have a
significant impact on income distribution. It becomes apparent that a govern
ment intent on changing the structure of Turkish income distribution has the
legal and administrative capacity to do so without major institutional innova
tions. By the same token, however, if the state has a contrary motivation, it
can play"an important role in preserving the structure of class inequality by
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4 Ergun Ozhudun and Aydm Ulusan

giving powerful institutional and legal backing to the rules and procedures
which decide the distribution of advantages. "1

Finally, the traditional political culture, while legitimating social hier
archy and economic inequality, also contained a concept ofequity and pater
nalism. Mardin (Chapter 2) argues that the Ottoman values concerning
equity have contributed to the recent emergence of redistributive ideologies.
We also note that while Turkey may not be as homogeneous a society
ethnically and religiously as some Turkish images of the society would have
it, Turkey is, compared to most other large developing countries, relatively
homogeneous. This should make more equitable distributions easier to
achieve since income issues are not immediately translated into ethnic
conflicts and ethnic conflicts are not cumulative with class conflicts in
Turkish society.

All of these factors make modern Turkey's experience with distributive
issues a matter not only of interest to Turks; it becomes a kind of test case for
the third world more generally. So viewed, the record thus far can scarcely be
reassuring to partisans of equity.

The individual studies in this volume demonstrate that the distribution of
material benefits in Turkey is highly unequal. It is markedly so between the
agricultural and nonagricultural sectors, within each of these sectors, be
tween cities and rural settlements, and among geographic regions. A substan
tial proportion of the Turkish population has been, and remains, in a
condition of low-end poverty.

Nor has there yet been a formidable, consistent effort of government to
curb inequality. In the past, Turkish governments have given greater priority
to the goals of economic independence and growth than to greater equity.

The priorities may soon shift thanks to changes Turkey has been exper
iencing in the past two decades. Already, the largest political party in the
country, the Republican People's Party (RPP), has committed itself to rela
tively far-reaching changes in the distributional structure. This has been
accompanied by the increasing politicization of the Turkish labor movement.
But to date the net impact of efforts to reduce inequality has been weak.

This judgment is not one, of course, that the present authors collectively
reached a priori. Indeed in most of the following chapters the authors
examine particular policies that have been ostensibly redistributive. They
discuss ways in which successive Turkish governments have spread primary
education, widened the system of social security, and attempted, at mini
mum, to reduce low-end poverty-thereby, via raising aggregate demand,
serving the primary objective of promoting economic growth within an
inward-looking economic framework.

But the authors of the studies below note also that the impact of "redistri
butive" policies may be contrary to their declared intent. Such appears to
have been notably the case with agricultural, especially price-support,
policies. Some programs-Danielson and Kele~ (Chapter 10) so regard
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interregional efforts-may have slowed the widening of inequalities. Some
education policies and government promotion of unionization may have
achieved positive egalitarian gains.

Nevertheless, the composite weakness of Turkey's inroads on inequality
during the past quarter century remains striking and, to those who would
expect the contrary from a comparatively strong government in the context of
comparatively wide participation, anomalous. It requires an explanation
which, drawing on the more detailed analyses in succeeding chapters, we
shall attempt to summarize in the latter portion of this chapter. But, first, it
will be useful to outline some of the methodological characteristics, diffi
culties, and limitations of the present study.

Methodology

The preceding paragraphs have implied two premises of this undertaking:
(1) To penetrate very far, analyses of the political economy of income distri
bution must be country-specific; they must give adequate attention to the
distinctive features of a particular country case. (2) They must attend to both
economic and noneconomic, especially political and organizational, vari
ables.

Implementation of these assumptions involved, in the present instance, the
assembly of a transdisciplinary team of, mainly, Turkish social scientists.
There was collective agreement on the broad scope and composition of the
study. Ideally, as work proceeded and participants became aware of each
other's findings, a comprehensive, thoroughly integrated treatment of all of
the principal dimensions-more particularly, the public-policy dimensions
of Turkish income distribution would have emerged. To some extent this
occurred. However, because of difficulties in recruiting appropriate special
ists within the time frame of the study, the coverage oftopics has been incom
plete. Most glaring in this regard: The following chapters provide only a
glancing treatment of taxation, and they slight the distributive impact of inter
national variables-trade and capital transfers, both concessional and non
concessional (there is some treatment of international migration). Moreover,
the analytical integration is incomplete. A number of the differences among
the several authors' empirical and causal interpretations were resolved by
further discussion andjoint analysis. But some persisted, and these have been
plainly identified in the following chapters; there has been no attempt to
suppress them. We have not tried to impose a line of analysis on the various
contributors. Authors consulted complex data sources which sometimes
disagree, or they chose to emphasize different aspects of the data. We aimed
for consistency of approach; we did not insist on unanimity of conclusions.

Nevertheless, the coverage of relevant topics is fairly extensive, and,
despite their limited differences, there is a substantial convergence among the
participants on the interpretation of modem Turkish experience that is
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summarized later in this chapter. The result, in short, is an incomplete
mosaic but one with a good measure of internal consistency that is nearly
enough finished to convey an overall picture.

Plainly, in such a collective venture, there has been need for consensus
about the key concepts and definitions being jointly employed. The purpose,
it was agreed, was not to address the distribution or allocation ofall values in
the Turkish system; the focus is on the distribution of material benefits-in
an income or flow sense. But (1) there is recognition of the strong linkages
between asset distributions and income distributions and attention to the
former where appropriate, and (2) while theoretically the income flows
considered should include all of the nontraded and/or nonmonetized material
benefits accruing, there has been willingness to make do much of the time
with information concentrating on (private) monetary incomes. Yet because
of the importance they can have for the dynamics of interclass and inter
sectoral distribution, particular efforts have been made also to consider
changing educational patterns and the impacts of urban public services.

Early on in the study it was agreed to cast a comparatively wide net as to
the types or dimensions of intergroup distributions being examined. In the
following chapters there is an interest, certainly, in the arraying of recipients
by income-size classes, top to bottom and nationwide. There is discussion of
the extent to which Turkish policy has been concerned with equalizing such
overall distributions (i.e., with diminishing both their upper and lower tails).
Or has it concentrated mainly on the lower tail, that is, on alleviating low-end
poverty? In its treatment of these size-class issues, the study tends to treat the
family or household as the recipient unit, but here as elsewhere the practice is
flexible: when, as in the case of the rural-urban migration, adherence to this
preference would blur or disguise the behavior being examined, calculations
are by the individual as the demographic unit of account.

Any adequate illumination of Turkish income distribution, however, must
employ other breakdowns besides the income-size-class format. Thus, there
is a great deal of attention below to agricultural-nonagricultural and rural
urban differences as well as to distributions within the respective sectors, to
interregional distribution, and, in some measure, to economists' familiar
breakdowns by factor shares. However, with respect to the last (whose
connection with size-class concepts they undertake to explain), Dervi~ and
Robinson in Chapter 4 advance a modified breakdown of income by econo
mic activity groups drawn largely from official Turkish statistics that both the
economist and political-scientist participants in the study found useful.

A number of other definitional treaties were effected among the partici
pants-for example, the dividing line between "rural" and "urban," an
undertaking not to confuse rural with agricultural or urban with nonagricul
tural and a decision not to volunteer a single, preferred definition of the
Turkish "poverty line" from among the several offered by official sources.
But matters of this sort will emerge as the chapters proceed. The foregoing is
enough to indicate the concerting of concepts that has been required.
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Along with this problem of concept choosing, and, indeed, interacting with
it, the present study, of course, faced the problem of quantification. It needed
data both from which to draw hypotheses and against which to test them. If
one is being methodologically rigorous, it can be said this was a two-part
problem. In the first place, at various points it was necessary to accept as
substitutes for theoretically preferred concepts that are inherently nonmea
surable (e.g., interpersonal utility comparisons) second-best assumptions,
some of them implicitly normative, that do lead to measurability-for exam
ple, the premise that probably there is per se social utility, if one abstracts
from the other effects of the transfer, in shifting a unit of income from a rich to
a poor family.

But it must be confessed that the present study group did not linger long
over such theoretical compromises. Like other empirical investigators in the
field, it leapt cheerfully to the assumptions needed for quantification pur
poses-and then agonized over the second problem, namely, that of the sheer
availability of more or less relevant, reasonably reliable data. The difficul
ties were formidable. As subsequent chapters will make clear, income
distribution studies are not, as to their empirical sources, bounded exclu
sively by what are called "income-distribution data." But it is true that the
latter are notoriously weak, intermittent, partial, and unreliable in most
economies, certainly in most developing countries. And while, as to ready
made data, the Turkish position probably is somewhat better than the
developing-country average, it is bad. There are few observations, definitions
shift through time in the same "series," sources are not fully documented,
and the comparability of concepts and methods is weak across official
sources, let alone across the various ad hoc scholarly studies on which one
must partially rely.

Moreover, the present study had neither the intention nor the resources to
generate extensive survey-research data of its own. The plan was to see how
much additional meaning an interacting team of social scientists, a number of
them experienced in the field or in similar work, could squeeze out of existing
sources. The results have been mixed. Yet, while by no means satisfied with
them, the group has not been blocked on the data front. A serviceable frame
of aggregate data has been provided in Chapter 4. In the chapters, generally
extensive use has been made of a variety of official series, especially of the
published and some unpublished results of a set of three (1963, 1968, 1973)
nationwide household surveys, and of previous studies. And at selective
points, gaps in the data base have been filled with bits of survey research
specific to the present study. The outcome is a greater assembly of informa
tion bearing upon recent Turkish income distribution than has been available
heretofore.

Anomalies certainly remain. With respect to overall measures, Dervi~ and
Robinson rightly point out that two countries that achieve the same score on
anyone of the aggregate distributional measures nevertheless can represent
radically different types of inequality. Thus it is that most participants in the
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present study are skeptical of the Turkish Planning Organization's 1976
assertion2 that income distribution in Turkey is more inequitable than it is in
all of the following: Iran, Chile, Lebanon, Uruguay, Spain, and Greece.

Within the Turkish case, interregional differences are so pronounced that
they tend to dominate most other dimensions of variance. The "problem of
aggregation" becomes severe. It is almost impossible for an analysis using
only nationwide figures to provide other than a misleading picture of the
country's distributional problems.

Moreover, as noted earlier, our authors in all instances do not agree in
their empirical interpretations, and this is in good part because of the
considered adherence of different authors to different data sources. Dervi~

and Robinson, for example, differ with Ulusan (Chapter 5) over whether the
intersectoral rural-urban inequality has narrowed significantly during the
past decade-partly because of their different choices of a deflator for
calculating the intersectoral terms of trade. Again, Ulusan notes the apparent
anomaly in recent years of a more unequal land distribution that is not
paralleled by a worsened distribution of farm incomes. But as he himself
notes, this may stem in part from the State Planning Organization's inclusion
of nonagricultural rural labor in its "landless labor" category, and another
part of the explanation may be that adduced in Chapter 7: A growing number
of small landholders, retaining but renting their land, are moving out of the
agricultural labor force into one or another kind of urban employment.

In some instances, going beyond the sources themselves, analytical inter
pretations of data vary; thus, for. example, in Chapter 13 on unionization,
Aksoy's correction for capacity utilization in estimating whether labor's
share of industrial product has risen (he concludes it has) remains in dispute
among the authors. And a number of differences remain over the interpreta
tion of particular policies, especially concerning the motivation of policies
for example, the case of educational expansion and of the agricultural price
support program that, together with its inflationary mode of financing, is
given so much attention in these pages.

However, all of these differences, loose ends, and remaining arguments
within the study group are no more than symptomatic of an exceedingly
vexed, incompletely researched subject. As we say, they are relatively minor,
compared with the participants' substantial agreement on the broad outlines
of Turkey's income-distribution experience since 1950-to which we now
turn.

Turkey and the "Crisis" of Distribution

In the process of modernization, political systems tend to face major
problems that seriously strain their capacity to function, and the ways in
which they are resolved have important effects upon the subsequent develop
ments of the particular political system. If such problems can be referred to
as "crises," among the consequential crises most often encountered, one may
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cite those of identity, legitimacy, participation, penetration, and distribution. 3

How, then, can we define the crisis of distribution with which we are
particularly concerned here? Verba4 argues that "the distribution problem
refers to the extent to which the decisions of government are used to
distribute or redistribute material benefits and other benefits in the society";
LaPalombaras maintains, in the same vein, that the distribution problem
involves "the use of government-its institutions, policies, and officials-to
allocate valued things to individuals and groups that make up the polity."
Later, narrowing the definition to the allocation of valued material things, he
stresses two dimensions of the problem. One is the demand that the govern
ment take a hand in producing more of the material things that are valued.
The second, often more problematic and potentially explosive, is the demand
that the existing patterns of distribution be modified, regardless of the pie's
overall size.

Conceiving sets of problems confronted by political systems as analyti
cally distinguishable categories does not mean, of course, that such crises are
independent of, or unrelated to, each other. On the contrary, as Verba6

argues, "at almost any point where one talks of a political system as faced
with a problem of one of the five sorts ... one finds traces of the other four
problems." For example, distribution and participation seem to be very
closely associated, as we shall be discussing in greater detail below. Success
ful resolution of a crisis of distribution may well increase the legitimacy of a
political system, just as the failure to do so may have the opposite effect.

In this view ofthings, the sequence of the crises that a country encounters
is of fundamental importance. Although there may not be a single optimum
sequence, some sequences test the capacity ofpolitical systems more severly
than others. It has been argued, for example, that "crises of distribution
ideally occur at the end of a developmental sequence," although "reality
rarely conforms to ideal considerations."7 Furthermore, it is generally agreed
that the simultaneous occurrence of more than one crisis makes their success
ful resolution more difficult.

In this sense, Turkey is one of the "luckier" countries. It has confronted
the crises indicated one at a time in convenient order. The centrality of state
in the Ottoman-Turkish tradition helped to solve the problem of penetration
at a relatively early stage. The breaking up of the Ottoman Empire and the
establishment of the Turkish Republic represented the solution of the identity
crisis. Indeed, Turks seem to have adapted to the loss of their empire and to
their new identity much more smoothly than many other nations that
underwent a similar experience. The loss of Arabic-speaking territories,
deportation of the Armenians during World War I, and the exchange of
population between Turkey and Greece at the end of the Turkish War of
Independence made Turkey an ethnically, linguistically, and religiously
much more homogeneous country and thus eased the problems of identity.

The crisis of legitimacy in Turkey was confronted and solved in two
stages. First came the transition from a monarchical to a republican form of
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government in the early 1920s. Then followed the introduction of a competi
tive party system and free elections in the 1940s. Today, there seems to be a
broad consensus within the Turkish society for a republican and democratic
system. But here a word of caution is in order. Lacking the historical and
traditional support it has in some of the older Western democracies, demo
cratic legitimacy in Turkey may not be as well entrenched-it may not enjoy
as much "system effect," that is, a kind of generalized and diffuse attachment
to the political system that provides a reservoir of support even when the
system does not perform adequately.8 In other words, democratic legitimacy
may still be closely tied to effective governmental performance; thus, if
performance with respect to distributional issues remains below the adequate
levels, this may, in the long run, adversely affect the legitimacy of the system.

The main institutional response to the crisis of participation was the
transition to a multiparty system in 1946. This move gave substance to the
principle of universal suffrage already adopted many years earlier (for males
in 1923, for females in 1934). As noted already, increasing the amount and
changing the nature ofpolitical participation might be expected to have had a
major impact on the patterns of distribution. The relationship between
participation and distribution will be discussed in greater detail below as well
as in some of the succeeding chapters.

Finally, Turkey now has encountered its distribution crisis. It will be a
thrust of the present study (Ozbudun, Chapter 3) that distributional and
redistributional problems have become the major issues of Turkish politics in
recent years.

Thus, the ordering of crises in Turkey has been more similar to the
dominant Western pattern than to that of most of today's less developed
countries, where the several crises tend to occur simultaneously or at least
within a very short span of time. Yet this does not mean an easy path ahead
for Turkey. The degree to which the country will be able to solve the
distribution problem will have very important consequences for the entire
Turkish political system.

Inequality in Turkey

One major observation emerging from the following studies is that the
distribution of material goods (income, wealth, and services) in Turkey is
highly unequal.

The degree of dualism between output per man in agriculture and in the
rest of the Turkish economy has been a major source of the overall inequal
ity. Dervi§ and Robinson calculated what (after Kuznets) they call the "K
ratio" for Turkey, that is, average labor productivity outside agriculture
divided by average labor productivity in agriculture. They found the Turkish
figures to be so high~real per capita nonagricultural income was, on the
average, 3.5 times real per capita agricultural income over the 24-year period
from 1950 to 1974-as to make Turkey an extreme case by international
standards.
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Income inequality is marked also within each of the two sectors, especial
ly within agriculture. The ratio of top income decile to bottom decile is 54 for
agricultural households and 20 for nonagricultural ones. Farmers constitute
about 90 percent of the poorest and about half of the richest deciles. Again,
these spreads are quite extraordinary by comparative standards.

Given such unequal distribution of income, it is not surprising that poverty
is an acute problem for a large segment of the Turkish society. Dervi§ and
Robinson adopt a definition of 12.000 TL annual household income (approx
imately $840 in 1973) as the extreme poverty line-and note that this is a
household not a per capita income measure-below which people are "un
likely to be able to adequately feed themselves and unable to enjoy even the
minimum standards of a dignified human life." Thirty-eight percent of all
Turkish households were in this condition in 1973; 56 percent of them were
farmers, 17.6 percent unskilled labor, 13 percent artisans, and 5 percent
government employees. Using an official definition given by the Land and
Agricultural Reform Act, Ulusan describes about 70 percent of agricultural
households as being below the "subsistence" income level.

If we tum from estimated private incomes to other material benefits, we
again observe glaring inequalities. Ownership of land, plainly the asset most
influential in determining variance in agricultural incomes, is highly unequal.
According to an SPO (State Planning Organization) study of land distribu
tion in 1973 (quoted by Ulusan in Chapter 5; for earlier figures, see
Ozbudun9

), 22 percent of rural households in Turkey are landless. As for
those who own land smaller than 10 decares (Le., 1 hectare), the percentage
is 20. That is, about 42 percent of all rural households own very little land or
no land at all, and the land owned by this 42 percent makes up less than 3
percent of total privately owned land. Conversely, households with 1000 or
more decares of land, constituting only 0.12 percent of all rural households,
own 5.27 percent of total privately owned land. Land distribution is particu
larly unequal in the eastern and southeastern regions.

Distribution of public services al.m displays a highly unequal pattern. In
the field of education, for example, Aral (Chapter 15) notes that enrollment
rates and teacher/student ratios are higher in more developed provinces and
that inequality across provinces is greater at higher levels of education.
Taking and succeeding in university entrance examinations also correlate
with region, with father's occupation, and with family income. She concludes
that "the educational system in Turkey, as it operates today, has the effect of
increasing the existing inequalities in income." There are important regional
variations in the availability of health and transportation services and of such
public utilities as running water and electricity. Public investments and
public credits also tend to be concentrated in the more developed regions.
Even within the same cities, striking disparities exist between high- and low
income neighborhoods in access to basic public services. For example, "the
vast majority of city dwellers outside squatter settlements have running water
and electricity, and a significant proportion are served by sewers." In the
squatter settlements (gecekondu), on the other hand, it was "estimated in
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1967 that 49 percent of all units lacked running water, 52 percent were
without electricity, and 60 percent had no sewage disposal" (Danielson and
Kelefj, Chapter 9).

Once again, one must emphasize the way inequalities are exacerbated by
regional disparities. Mean income is more than twice as high in the three
largest cities (Istanbul, Ankara, Izmir) than in the poorest eastern region.
Also, more developed regions display less within-region inequality. Inequal
ity is the lowest in the three big cities and the Aegean-Marmara regions and
highest in the Mediterranean, Black Sea, and eastern regions (Dervifj and
Robinson, Chapter 410).

Changes in the Distributional Pattern

Clearly, the absolute levels of inequality in the Turkish society are very
high. But have they been increasing or decreasing in the period under study,
that is, essentially during the years 1950 to 1975? And have public policies
been narrowing the disparities? Although the complexities of the problem and
methodological difficulties prevent us from making firm statements, the
consensus of the following chapters on the first question appears to be that,
during most of the period under review, disparities (measured in the usual,
essentially static way) probably widened. At the same time, there has been
arguable improvement in the agricultural-nonagricultural relationship since
1968, and a more positive view can be taken of the effects (discussed below)
of mobility in the system. On the second question, concerning the effective
ness of public policy, the authors, while recognizing exceptions and remain
ing uncertainties, reach the comparatively gloomy consensus already indi
cated.

Dervifj and Robinson, in their analysis of the structure of income inequal
ity, have observed that the spread between agricultural and nonagricultural
productivity widened until 1968, thereby presumably leading to greater
overall inequality. This trend, however, seems to have been reversed after
1968. While real agricultural productivity also has started to grow more
rapidly, the major source of improvement has been in the movement in the
terms of trade in favor of agriculture. "The combination of rapid migration, a
sharp movement in the terms of trade in favor of agriculture, and quite rapid
technological change and mechanization, has begun to show its effect in
reducing theK-ratio" (Dervi~ and Robinson, Chapter 4).

As long as distribution of income within the agricultural sector remains so
highly unequal, however, it is difficult to assert a reduction in overall
inequality. Ulusan argues that the distribution of land has become more
inequitable in the period under study and that significant change in the
distribution of agricultural income cannot be detected. Given the unequal
distribution of resources to start with, government price-support policies and
other support activities such as irrigation schemes and subsidizing fertilizers
would tend to make the large landowner even better off.
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These observations are supported by the findings of two chapters that look
at two key agricultural subsectors, namely those of wheat and cotton produc
tion. Mann, analyzing changes in wheat production technology in post-World
War II, distinguishes between two periods. From 1948 to 1965, the introduc
tion ofmechanical technology played the major role, with area sown to wheat
expanding but per hectare yield remaining relatively stagnant. In this period,
benefits were conveyed mainly to those who were able to purchase tractors,
and the distribution of credits controlled tractor distribution. Given the
unequal distribution of the Agricultural Bank credits favoring large land
owners, it can be deduced that the introduction of tractors tended to worsen
income distribution within the agricultural sector. The second period from
1966 up to now is characterized by the increasing use of high-yielding
varieties of wheat. But the yield increase depends on high levels of fertilizer,
ample moisture, and improved tillage practices. All these factors favor large
and better-off farmers over the small and poor ones and the moist coastal
areas (which were already more developed economically) over the dry inland
regions. Thus, both types of changes in the wheat production technology (the
introduction of tractor and of high-yielding wheat varieties) tended to in
crease within-sector inequality.

Similarly, Berk (Chapter 8) maintains that, in the field of cotton produc
tion, government policies have been instrumental in worsening the already
unequal distribution of income among cotton producers. He has shown that
"government policies have not been utilized across the board in equal weight
for all farmers. Even ifthe government could give equal weight to all farmers,
such policy as price supports cannot alleviate the already unequal distribu
tion of income in cotton due to inequalland ownership. On the contrary, the
evidence points out that the present price policy has an unequal impact and
may further distort the distribution of income."

There are similar findings for urban areas. Danielson and Kele§ argue that
"most governmental efforts in urban Turkey reinforce intra-urban income
differences.... Turkey's limited public investments in housing and urban
infrastructure tend to benefit high-income groups." Urban-rural income
differences are also "magnified when public services are taken into account."
Similarly, the overall impact of urbanization seems to be in the direction of
sustaining regional disparities.

There are, however, also some cases where public policy has tended to
reduce existing inequalities. In the field of education, Aral has observed some
clear equalizing tendencies. Thus, provincial inequalities in enrollment rates
and in teacher/student ratios have decreased significantly between 1950 and
1970 at all three levels of education (primary, middle, and lycee). In other
words, a majority of provinces have moved closer to the national norm in the
period under study. Still, the Turkish educational system, as it operates
today, has the effect of increasing, rather than decreasing, inequalities in
income.

Danielson and Kele~, moreover, attribute relative success to the efforts



14 Ergun Ozbudun and Aydzn Ulusan

of the central government to reduce interregional inequalities. Recently,
"national development plans have sought to promote territorial social justice .
through more balanced distribution of public investments among regions....
During the past two decades, efforts to redress regional imbalances have
improved education,· health, and other public services in the most backward
areas." Although regional disparities have been largely sustained because of
the strong pull of Turkey's largest urban centers, "without these govern
mental efforts, even greater differences would exist among regions." One
may argue that such efforts were motivated less by an overall commitment to
reduce inequalities than by a desire to consolidate the territorial integrity and
to assure the safety of the republic. Still the effect must be counted into any
assessment of redistributive effectiveness.

Aksoy's findings are the most significant with respect to limited redistribu
tional successes. He concluded that in the 1964-1970 period industrial labor
increased its share of the social product-yet in a fashion. that has not come
at the expense of capital. "The initial hypothesis of unionization having an
influence on the rate of growth of money wages is confirmed for Turkish
manufacturing." He finds that relative wages have been significantly affected
by union activity, with union wages latterly being at least 30 percent above
comparable nonunion wages.

The limited gains that have been made toward narrowing certain dispari
ties, however, do not alter the overall picture of an income distribution,
already highly unequal, that continued during the 1950-1975 period to inch
in the "wrong" direction. To many students of development, of course, such
a picture may not appear at all surprising. It has been widely argued that
"societies in the middle phases of socio-economic development tend to have
less equal distributions of ineome than societies that are either much less
developed or much more developed. In addition, high rates of economic
growth are often associated with increasing inequalities in income and
property distribution in modernizing countries."l1 Adelman and Morris are
among the many analysts who have concluded "higher rates of industrializa
tion, faster increases in agricultural productivity, and higher rates of growth
all tend to shift the income distribution in favor of the higher income groups
and against the low income groups. The dynamics of the process of economic
development tend to work relatively against the poor; the major recipients of
the rewards of economic development are consistently the middle class and
the highest income groups."12

Political Participation and Income Inequality

What makes the Turkish case interesting, therefore, is not the finding that
during the 1950--1975 period the country was still in the downhill phase of a
"V-shaped" income distribution experience but rather the fact that the period
was also one of markedly increased political participation. There can be little
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doubt that political participation in Turkey has broadened in the past three
decades. It is widely assumed that such a broadening should generate
egalitarian pressures for firmer action by the state to reduce the inequalities.
Adelman and Morris, for example, are of this view: "greater political
participation tends to lead to a more egalitarian distribution of the national
product."!3

We have spoken above of some of public policy's limited redistributive
successes. But more broadly it can be said that the response of the Turkish
political system to the demands of low-income groups can mainly be ob
served in three areas. One has been the government's efforts to reduce
regional disparities. Without political pressures emanating from a competi
tive party system, it can be safely assumed that such disparities would have
been even greater. A second area of response is the legalization of squatter
houses in and around large cities. "An important exception to the general
lack of redistributive effects of governmental programs in urban Turkey,"
argue Danielson and Kele~ (Chapter 9; see also Ozbudun!4), "has been
legalization of squatter housing.... The net effect of legalization has been to
transfer valuable property rights to some lower-income city dwellers.... The
overall effect of legalization of squatter settlements has been somewhat
redistributive, in sharp contrast to the overall thrust ofgovernment's response
in Turkey to mass migration and rapid urbanization." Political pressures
from gecekondu voters were also often instrumental in securing for them
selves such municipal services as running water, electricity, paved streets,
buses, etc.

A third major area of response to political pressures is that of agricultural
support policies analyzed at length by Ergtider (Chapter 6) and Ulusan
(Chapter 5). Ergtider has tested the assumption that elections and politically
critical periods are important variables which have an impact on support
prices. ·The assumption regarding elections was not supported with respect to
wheat and only weakly supported with respect to tobacco. On the other hand,
politically critical periods (Le., "periods when either party competition at
elections is keen or when political uncertainty as to voter preferences or party
identifications is high") were shown to be conducive to higher price supports.
Overall, Ergtider's study is indicative of some responsiveness on the part of
the political system to pressures from rural voters. Admittedly, the net effort
of agricultural support policies has not been redistributive within the agricul
tural sector, as mentioned above. But, no doubt, such policies were conceived
by the central leadership as politically the most expedient means of respond
ing to rural political pressures.

Some further evidence for the association between political partcipation
and the responsiveness of the political system to egalitarian demands is
provided by Aksoy's study (Chapter 13). He observes that the effect of
martial law on the relative shares of the labor was negative. In the years 1971
and 1972, when martial law was in effect and union activity was almost
stopped, the relative share of the labor tended to regress.
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Dampening Mechanisms

But this is still a very limited record. Why have not the years since 1950
provided much stronger confirmation of the participation-leads-to-redistribu
tion hypothesis? What factors contributed to the relative quiescence of the
urban and rural poor? What mechanisms kept the level of redistributive
pressures relatively low?

One such factor may be the relatively high rate of growth the Turkish
economy has been able to achieve in recent decades. While relative income
distribution might have worsened, absolute levels of income for most socio
economic groups have considerably improved. This may have slowed poli
ticization and radicalization of the urban and rural lower classes. One major
exception appears to be government employees. The mean income of this
large group is only one-fifth of professional mean income and very close to
the economy-wide average. The low average incomes of government work
ers, combined with their high levels of education and political infonnation,
may help explain their relatively leftist orientation in recent years. It is clear
that during the period under review government employees have lost ground
to other groups. "Possibly since the early 1950s, government employees
have, as a group, great difficulties in defending their relative income share"
(Dervi§ and Robinson, Chapter 4; see also Ozbudun and BoratavlS

).

Another factor contributing to the quiescence of low-income groups is the
availability of "exit" possibilities. Apart from more than a million Turkish
workers who have emigrated to Western Europe, mass rural-to-urban migra
tion helps to ease distributional problems in rural areas and reduces the
propensity to resort to the "voice" option, that is, corrective political action.
As Hirschmanl6 points out, "in comparison to the exit option, voice is
costly." Huntington and Nelsonl7 argue in the same vein that "in contrast to
both vertical and horizontal mobility, the option of 'voice,' or collective
political action, usually offers lower benefits and higher costs.... (A)s a
means of enhancing welfare or status, its benefits are chancy, deferred in
time, and often unpredictable in incidence. On the costs side, collective
political action involves all ofthe difficulties ofany collective endeavor: over
coming apathy, co-ordinating activity, assigning functions, exercising leader
ship. It also often costs money. Political action by peasants, if it is to be
effective, nonnally requires the collaborative efforts of outside groups, who
mayor may not be forthcoming or reliable. Finally, political action often
entails the risk of repression by landlords, employers, or the state." In
general, therefore, "an exit propensity seems to prevail among low-status
individuals; confronted with a socio-economic challenge, they prefer to
respond by individual mobility, horizontal or vertical, rather than by collec
tive political action."

It is also true, again using Hirschman's tenninology,18 that "the most
quality-conscious customers or members" have a tendency to exit first, and
this situation "paralyzes voice by depriving it of its principal agents."
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Applied to the Turkish scene, this generalization is supported by the observa
tion that urban migrants are generally younger, better educated, more skilled,
and presumably also more energetic and ambitious than the average rural
population.19 This fact can be expected to work against the probability of
effective collective political action in rural areas.

What has been said for horizontal mobility is, by and large, true for
vertical mobility as well. The Ottoman-Turkish culture always permitted,
even favored, individual social mobility while frowning upon collective
political action. Although the Ottoman concept of "equity ... implied the
acceptance of social hierarchy as inevitable and justified" (Mardin, Chapter
2), it provided room for individual mobility which it considered a "just
reward" for ability and hard work. There is some evidence that low-status
individuals in Turkey put a high value on, and have a tendency to work for,
individual vertical mobility. Available survey data indicate that a majority of
gecekondu dwellers aspire to middle-class living standards and middle-class
occupations rather than to some collective improvements within the working
classes. Again a majority of them believe that the city offers their children the
best opportunity for advancement and that their children could reach the
highest positions available if they had the ability to do so (Aral, Chapter 15).
Indeed, horizontal mobility (rural-to-urban migration) in Turkey almost
always implies vertical mobility or an improvement in socioeconomic status
as well. All gecekondu studies agree that income levels for the gecekondu
families are substantially higher than their incomes in their places of origin.20

This seems to be even more true for migrant workers in Europe, who, upon
return to Turkey, "experience considerable improvement in relative socio
economic standing" (Aral, Chapter 15). Although mobility should, ob
viously, not be confused with equality, belief in the availability of channels of
individual upward social mobility may work, at least in the short run, as an
alternative to political participation.21

Another more specific mobility-related "dampening mechanism" may be
status inconsistencies resulting from uneven changes in the stratification
system as described by Aral in Chapter 15. Since the usual correlations
among income, education, and prestige have, as a result, become weaker,
such inconsistencies tend to soften the effects of inequality by reducing its
visibility. In other words, "when a superior position along one dimension of
inequality is accompanied by an inferior position along another dimension,
inequality in overall socioeconomic status is perceived to be less" (Aral,
Chapter 15).

Also contributing to the general lack of effective collective action aimed at
income redistribution in rural areas is the strong in-group feelings and the
absence of class-based politics among Turkish peasants. In some of the least
developed regions (e.g., the East and the Southeast), where land and income
inequality is greatest and redistributive action is most needed, the low level of
social mobilization and the strength of patron-client relationships tend to
make peasant political participation more mobilized and deferential than
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autonomous and instrumental. In other areas (e.g., central Turkey) relative
equality of landownership together with overall poverty also works against
the emergence of class cleavages among peasants by producing a "corporate
village" pattern.22 This may explain why the left-of-center Republican Peo
ple's Party, which has based its appeal on the promise of a more egalitarian
income distribution and has greatly increased its urban strength in the last
decade, has not been able to achieve nearly the same degree of success in
rural areas. In fact, a factor analysis of the 1973 elections in Turkey showed
that the rural inequality factor had very insignificant loadings on voting
participation variables and on party votesY It may also explain why agricul
tural price-support policies that actually worsen income distribution within
the agricultural sector are found to be the politically most expedient means
for appealing to all rural voters, rich and poor alike. It appears that unless
some class polarization occurs in rural areas, policies aimed at reducing
inequalities within the agricultural sector will be difficult to pursue. However,
further modernization in the countryside may, in time, increase the likelihood
of class-based politics by reinforcing already existing inequalities.

Trends and Prospects

The studies in this volume indicate trends which are likely to make
redistributive pressures in Turkish society increasingly strong in the next
decade. At the same time, some of the dampening mechanisms described
above are quite likely to lose their past effectiveness. One such mechanism
was high growth. From a rate of over 7 percent in the past two decades, the
average annual rate of real GNP growth has fallen to 4 percent in 1977 and is
estimated by the government to be between 2.7 and 3.5 percent in 1978.
Moreover, given the magnitude of the country's financial and economic diffi
culties, continuation of even a 3 percent growth rate-not to speak of the
sPa's projection of 8 percent average yearly growth in real GNP and 18
percent in export earnings during the 1978-1982 period...,.-seems unlikely. A
total external debt of $12.5 billion (plus interest) and a $2.9-billion balance
of-payments deficit in 1977 will drastically reduce the country's imports,
which have made possible the high rates of economic growth in the past.
Given a rate of population growth of about 2.5 percent, this suggests
stagnation, if not an absolute reduction in standards of living. It implies
increasing unemployment, the rate of which was 13.5 percent in 1977.

Moreover, along with radically slowing growth, Turkey has been exper
iencing a rate of inflation in the range of 40 to 60 percent annually in 1977
and 1978. Indeed, the immediate target of the Ecevit government, which
came to power in January 1978, is only to reduce the inflation rate to 30
percent by the end of 1980. Thus, inequalities caused by inflation have in all
likelihood increased and will remain more acute in the foreseeable future.

Urban and external migrations are not likely to function as effectively as
alleviation mechanisms as they have in the past. The reduction in the number
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of Turkish workers in West Germany was approximately 2 percent between
1967 and 1977, and there were close to 30,000 unemployed Turkish workers
in that country at the end of June 1977.24 Thus, opportunities for external
migration already appear to be greatly reduced. Rural-to-urban migration
will probably continue at about the same rate. But slower rates of industriali
zation will lead to rising urban unemployment, the signs of which have been
observed by Danielson and Kele~. The urban "unorganized" sector, which
has provided jobs for a large number of urban migrants (Kuran, Chapter 11),
cannot be expected to absorb the increasingly large numbers of migrants. The
result may be growing radicalization of the urban poor.

As for the agricultural sector, we have already mentioned some unequal
izing tendencies, such as growing landlessness and the differential impact of
support policies, even though the sector as a whole may lately have improved
its position relative to the rest of the economy. As described above, external
and urban migrations have contributed to the quiescence of the rural poor.
But if opportunities for such mobility diminish, growing radicalization may
be in store also for the rural poor, a tendency that will be furthered as, with
socioeconomic modernization, the countryside's informal, personalistic pat
ron-client networks weaken.

Finally, if one is identifying sources of possible redistributive turbulence,
there is the Ottoman-Turkish legacy of equity values as identified by Mar
din-one, he suggests, that has "an explosive potential" because the domi
nant ideology in Turkey never really has legitimatized "bourgeois exploita
tion" as a justified basis for inequality. Aral adds, from her fmdings, that,
likewise, education is not perceived as leading to-and warranting-high
levels of income for the highly educated: It "is perceived to be a means of
attaining high levels of prestige but not high levels of income." If the popular
value system accepts neither educational differences nor the social benefits of
entrepreneurial activity as justifications of inequality, then there is indeed, as
one looks ahead, "an explosive potential" in the interface between the value
system and the presentfacts of Turkish inequality.

There is, to be sure, a theme in the modem Turkish record that, although it
is implicit in our summary account of the record, we have not emphasized.
Whether or not it has been legitimated ideologically, entrepreneurial activity
has grown apace during the 25 years under review and, with it, increasing (if
grudging) reliance on better articulated market mechanisms, both internal
and external. This, of course, has been at odds with the dominance of the
state in the system, with the salience of bureaucracy and controls, and with
the inward-turned, import-substituting economic strategy. Outside the frame
of equity issues per se, a case can be made that the resistance of the latter set
of obstacles to entrepreneurial-cum-market trends has been eroding progres
sively. The relative slippage in government salaries may be one crude
indicator. The fact of a rising share of internal economic outcomes due to
market determination and the growing recognition of the need to reorder
external relations in behalf of expanding exports are more pivotal indicators.



20 Ergun Ozbudun and Aydzn Ulusan

The latter, moreover, suggests a crucial point, namely, that de facto, whether
or not at the level of ideology and rhetoric, both of the two leading political
parties-indeed most of the dominant political actors-now share an accept
ance of the need to be sensitive to market mechanisms.

The relevance of all this to equity, and to equity politics, during the years
ahead enters, first and mainly, with respect to the implications for growth.
It enters, second, with respect to the likelihood or not that the Turkish
polity will accept internal and external markets, albeit bounded and policy
conditioned markets, as decent working parts of a socially just distribu
tional mechanism. With the equity tensions rising, it is abundantly clear
that any optimistic scenario for distributional politics in the near and medium
term must be premised on a speedy, confident resumption of economic
growth. Only with an expanding pie can the reslicing due to be demanded be
reasonably peaceful and satisfying.

An optimistic equity scenario, then, would posit such growth resumption.
It would posit at least, as it were, sufficient lower-case legitimizing of market
activity to assure political acceptance of the growth process. But then it
would also posit a leadership that would add to growth policies far more
vigorous and sweeping redistributive reforms than have been yet accom
plished.

Failing this, the outlook appears to us bleak-along either of the two
courses into which we see events branching. Either the forces favoring
redistribution will strengthen their hold on political power and, lacking
growth, will force a more equitable sharing of poverty. Or, alternatively, a
more authoritarian regime (probably of a military variety) will intervene to
repress both redistributive and participatory demands. The first of these less
attractive cases, absent growth, would be very likely to induce a switch to the
second. And whether the resort to it were immediate or delayed, it would
thwart, for an uncertainly long time, Turkey's reach toward a more just and
democratic system. Our profound hope is that both can be avoided-by a
timely and bold adoption of the growth-with-equity alternative.
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CHAPTER 2

Turkey: ,The Transformation of
an Economic Code

Serif Mardin

The idea that any individual in his quality as a human being is equal to any
other human has been advanced for many centuries and in a number of
different civilizations. The notion that individuals have the right to demand
that their material needs be met is of somewhat more recent origin, and the
idea that a concerted effort should be made by society to attain such targets is
even more recent. In modern times, one of the most central concerns of a
wide-ranging number of societies both developed and underdeveloped has
been to provide for these needs of their citizens. The existing patterns of
unequal distribution of income across societies acquire salience in this
perspective: Redistributing income becomes a central issue because some
persons can meet much more than their material needs, while others can meet
only minimal needs and sometimes not even them.

As an issue, the redistribution of economic resources is obviously more
complex than this preliminary statement indicates: First, income distribution
has two aspects, one concerned with "need" and the other with "human

_Qjgnity." It has been the contention of a number of Islamic scholars that even
though Islamic societies might not have been very efficient at meeting need,
human dignity was always better distributed in Islamic than in Western
societies.! Some echo of this thesis may also be found in modern Turkish
thinking: Ottoman and modern Turkish society are often considered "more
equal" than Western society.2 Second, the notion of need itself has been
upgraded as we move toward our own times. Third, in Turkey, until
recently, social and economic privileges were not simply a matter of
income differentials. A number of semi-income benefits such as reduction
in the price of products of state enterprises and summer camps at the
best resort locations were available to bureaucrats of middle and higher
ranks. Bureaucrats also derived indirect and "monetizable" benefits from
their access to power. All of these do not fit readily into income-distribution
calculations.

23
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The Comparability of Income-Distribution Patterns

A question which acquires increasing relevance as our studies of income
distribution reach global proportions is the very applicability of the concept
of income distribution across different cultures. From the. preceding it is clear
that distributing income is not a goal which may be studied outside the flow of
history and the changes brought about by history. But a policy goal such as
income distribution is also one linked to the specific socioeconomic context
within which this goal has been formulated. In short, the expression itself
connotes a special approach to social justice which is not only that of
"modem" times but evokes a specific pattern of socioeconomic organization
that has served as the paradigm for the study of modernization, that is, the
"capitalist," economically highly differentiated societies of Western Europe.

The point I shall try to make in this chapter is that while the more general
concept of "equity" might have cross-cultural validity, income distribution,
redistribution, and equalization does not have such validity and that in
Ottoman culture these concepts are marginal to other processes and concepts
more centrally associated with equity in Ottoman culture. I shall argue that
when some present-day Turkish intellectuals criticize the founders of the
Turkish Republic for having presented a front and a rhetoric of egalitarianism
while having covertly favored an increasingly unequal pattern of income
distribution they are unfair. These policies are not explicable by hypocrisy or
Machiavellianism; the behavior is more clearly traced to an unavoidable
conceptual middle which was caused by the transition from one type of
society to another. This is the background of the socioeconomic "bricolage"
called Kemalism.

Imagine a society when the central value, the most effective:....-and more
avidly sought after-social lever, is political power-a system where political
power affects economics not only directly through the government's control
of the market mechanism but where a very large proportion ofthe arable land
is controlled by the state. Imagine a society where status is the primary
determinant of income rather than the reverse, as has been the case in
Western "capitalistic" society, where "prebendal" rewards are one of the
main sources of wealth but this very type of wealth is legitimate only if the
state recognizes it to be so. This is a society where the social mechanisms for
the perpetuation of private property, such as corporate personality, are
extremely limited, where law is not an adjunct ofmarket transactions but has
grown primarily from criminal law, where officials receive extraordinarily
generous salaries although their life earnings are confiscated at their death.

Imagine, finally, that this society is made up of two main classes-a group
of platonic "guardians" and another group of "ordinary" citizens-and that
because the society ideally operates on a meritocratic base no one questions
this division. This society favors the principle ofthe "constant pie" for all but
the guardians because the growth of the economic product is liable to support
a new emerging class which will challenge the hegemony of the guardian and
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shatter the existing equilibrium of society. In this constant-pie society the
issues related to income distribution are not the same as the ones we
encounter in economies of growth. Equity is obtained when positions in
society get their traditionally alloted share from the economy. The shape of
the social pyramid is not questioned.

It is not only the guardian's attitude toward economics that shores up the
system but the particular features ofthe economy itself. Here, as Montesquieu
discerned, the ability of the "center" of a traditional society of the "Oriental
Despot" type to stop the growth of an autonomous intermediary body
between the sovereign and his subjects is very important. 3 One of the strate
gies used by the Ottoman state to this effect was that if the member of a guild
became too wealthy he had to opt out of the craftsman slot and become a
merchant.4 The wealth of merchants, on the other hand, was more monetized
and thus controlled more easily by the state.s In the nineteenth-century,
Ottoman statesmen reversed their stand on this issue; they became persuaded
that such an "intermediate" social class was a necessity for a powerful state,
although it is not quite clear whether they realized that some class autonomy
was a requisite for the success of such an undertaking. Western advice about
the desirability of a growing "economic pie" had finally been accepted, and
the idea of the benefits to be reaped from a Turkish entrepreneurial class was
derived from this new idea of economic growth.

The founders of the Turkish Republic increasingly applied themselves to
harness state power to economic development. They carried out in practice
what had been legitimized in the middle of the nineteenth century. They also
fostered the growth of a class of Turkish entrepreneurs. They took measures
which they thought would keep this class within bounds; they believed
political power could still be kept as a monopoly of the guardians. These
expectations do not seem to have been borne· out, but the final product of
Turkish social change today still has an "Ottoman" component in the back
ground. Today's economic system, while embodying an increasing number of
characteristics of capitalism, is still better defined as late neo-patrimonialism6

than as capitalism.
Studies of the economy by economists, which most studies of income

distribution turn out to be, do not stress the linkage between the pattern of
income distribution and power. Yet power is usually at the core of the social
process which underlines the static snapshot of income distribution, for when
we study income distribution we need to know not only who are the privileged
in terms of income categories but also the mechanism which determines the
pattern of income distribution. Economists prefer to think of this mechanism
in economic terms. For Jan Pen, the place of a person in the pyramid of
income is determined by that person's marginal contribution to the econ
omy.7 The weakness of this thesis is that the value of this marginal contri
bution is presented in the form of a second-order abstraction where the status
carried by and the position occupied bya person or a group vanish. What we
are served with are aggregate data abstractions such as "sector," which do
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not tell us why a given position in the manpower pyramid commands more
income than another.

In fact, differences in income may be seen as the outcome of the dominant
or dominated status of specific positions in society. This is the Marxist view,
and it gives us just as convincing an explanation as does the marginal
productivity theory. At least in this second explanation we may try to find the
connection between such dominant social positions and governmental poli
cies vis-a.-vis the aggregate of persons who occupy these positions, whether
the policies are initiated by the government itself or are a response to the
urgings of pressure groups. It is to such groups, not to sectors, that actual
government policies are directed, and by referring to these statuses we may
recapture the decision making or decision avoiding which lies behind the
pattern of income distribution.

The facilities for "domination" and "power" which derive from the
incumbency of occupational slots in the social pyramid are one of the
conceptual categories of this chapter, in which an attempt is made to
establish the historical setting for the present pattern of income distribution in
Turkey. The concept or "dominant" group as an aggregate ofpositions which
are dominant is also used throughout this chapter. But the system consists in
more than simply these positions. It consists in a type of competition in which
power rather than economic production is the central value. Thus conflict
groups, which compete for or control resources, use strategies which are
directed to seizing power rather than simply to fitting into positions ofowner
ship or of control of the means of production.

Finally, a third approach used here is that of the "socioeconomic frame."
By socioeconomic frame the following is meant: the income distribution
pattern of any society may be conceptualized as the outcome not only of the
position of a dominant group but of the totality of political, social, and
economic-that is, communication-linkages through which the group has to
work to exert its power. Extending Weber's insight, we may think of these as
the "switching" mechanisms to which Weber alludes. In addition to market
networks, personal values, facilities for action in society that enable one to
actualize these values, and political access may be conceptualized as part of
a large communications aggregate that in the end is a most potent de
terminant of the total economic, social, and political transactions taking
place in a society. It is the sum total of these transaction facilities that
characterize "modern" society rather than the nature of a market or planned
economy. Partial illustration may be given from the contribution of Cal
vinism to the development of capitalism. Calvinism was not only a doctrine
but worked through a number of sects, that is, groups who operated as com
munities. Their new contribution did consist, it is true, of a new "idea,"
namely, the concept of "calling," as we know from the studies of Max
Weber. According to this view, "the life of business, once regarded as
perilous to the soul ... acquires a new sanctity. Labor is not merely an
economic means, it is a spiritual end."8 But this ethic of the sanctity of
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business life was added on to a number of other facilitating characteristics:
one of these was the extent to which the market mechanism had already been
established in Western Europe. Another characteristic was the way in which
affairs were conducted in Calvinistic communities. This point was made a
number of year ago by M. Walzer, who underlined the organization, that is,
communication, channels that were peculiar to Calvinistic communities. In
his Revolution ofthe Saints9 Walzer found that the puritan ethic was shaped
by such organizational characteristics as the ideology of "covenants,"IO the
formal equality of members, the organized activity of believers, the fact that
"the scheme of human relations would be effectively determined by the
scheme of human employment,"ll and social relations set in the form of
"agreements with their fellows"12 and contracts. All of these, that is, a new
business ethic, organizational innovation, and the existing market network,
may be seen as cumulative communication facilities working toward the
establishment of perpetuating the autonomous mechanism of rational capi
talism. The positive policy of the Crown vis-a-vis the growth of town
autonomy also had a role to play here. Part of the crushing power of the
bourgeoisie was due to their central position in this communications network.

In Turkey, by contrast, the total transactional network I have schematized
was not even established during the republic (1923). An example of the
effects of this underdevelopment of communications taken in its widest sense
may be seen in its impact on the integration of Turkey into the world
economy: until railroads secured access to the central Anatolian plateau
this link was not established.13 The construction of a railroad, begun at the
end of the nineteenth century, was the last key to change here. Another,
similar factor is that the Ottoman Empire retained "revenue-producing anti
development tariff barriers until nearly the end of the 19th century."14 Only
by development of a national market network between 1923 and the early
1960s and additional economic links abroad was Turkey eventually "inte
grated" into the world economy. Only when codes of law established new
channels for commercial transactions in the early 1920s did the market
network begin to acquire some substance. Again, with the Ottoman Empire
the sequence followed by such changes in social structure was different from
what it had been in Western Europe, and often these changes were com
pressed in a shorter time span, partly justifying the contention of some Turks
that Turkish capitalism was less exploitive than its Western equivalents. In
particular the "alliance" of city "burghers" with the political powers of the
center came late; 1950 would be a good benchmark for the beginnings of this
particular development in Turkey.

Quite apart from the fact that the modem systems of communications
provide facilities for certain types of social interaction, they also provide
ways ofthinking about the ways in which one may implement changes in a
society. Thus a developed market system provides means for redistributing
income but also forces social engineers or policymakers of today to think in
terms of the manipulation of economic variables to effectuate changes in the
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social system. This was not so clear to policymakers who lived in societies
where the market mechanism was not as generalized as it is today. The
growth of the science of economics has been associated with the growth and
the increasing complexity of the market system, and, gradually, with this
increasing complexity, the types ofleverage available to effectuate economic
change have also changed. In short, the idea that income can be manipulated
with sophisticated types of intervention in the economic system is both new
and is also associated with the growth of the complexity of the modern
system of social communications, of which the market system constitutes one
link. In earlier societies with less complex communication structures, states
men who wanted to work for a more equitable system were not drawn to think
in terms of changes in economic variables but to proceed rather in terms of
cruder interventions such as demotion from status positions, promotion to
higher status, or confiscation of property. On the other hand, the segmen
tation of the Ottoman economic system forces one to think in terms of
sectoral patterns of income distribution in that system.

In a society where for a long time the bureaucracy had occupied the higher
status position and where, as I shall describe below, the personnel of a
number of occupations were recruited from minorities, the occupational
pyramid had a very peculiar structure. Turks did not easily have access to all
areas in this pyramid. In its most general sense, the concept of "opportunity
space" which I use in the following pages refers to the totality of areas in
society where new opportunities become available whether through the
vacating of slots in the occupational pyramid, or the creation of new ones
through social differentiation and mobility, or the decrease in population in
relation to available slots in the manpower structure.

Opportunity Space

The concept of "opportunity space" as the totality of the areas which one
may use to improve or raise one's economic status is used here because many
economic areas that were "open" in Western Europe were "closed" in the
Ottoman Empire. An example may be provided from property relations. In
many ways private property was controlled and restricted in the Ottoman
Empire. Granting full right of property as they appeared in Western law
codes opened up a whole new area of economic transactions to Turks. This
expansion of new opportunities occurred in a number of economic spheres
beginning with the nineteenth century even though the income distribution
pattern might not have changed. When this expansion occurred the expan
sion itself was a positive move that deflected the attention of some economic
strata from their situation of economic subordination to the brand new
opportunities that had been opened up for them. Much of Turkish reformism
was accompanied by the opening of such opportunity spaces, and it may well
be that the dogged optimism that has prevailed among the Turkish rural and
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urban masses, despite a fairly skewed income distribution, is due to this
characteristic of modern Turkish history.

In the Turkish case, again, a knowledge of the historical setting of the
pattern of income distribution is necessary because of the quite special case
that Turkey represents in the history ofeconomic development. Such aspects
of the history of Turkey in the last century as its transition from an empire to
a nation-state, the centrality of the state in the economic process, the
relatively recent integration of Turkey into the system of the world economy,
and the unanticipated consequence of autarky are all relevant in a study of
income distribution. Today, Turkey is in the throes of an inflationary wave of
long duration that has concentrated income in a narrow social sector and has
whittled the income of salary earners and unorganized labor. Possibly this
might lead to another one of the periodic bureaucratic rebellions that have
attempted to redress the balance for those left behind in this race. The
starkness of the present situation, however, obscures the fact that Turkey's
options have to be derived not from a general model of underdevelopment or
dependency but from a model which takes the peculiarities of Ottoman and
Turkish history into account.

The transition from a system structured around political power and com
posed of religioethnic units to a system in which production and functional
division of labor became enclaved into the earlier structure is absolutely
central to the history of the "modernization" of Turkey. Those who neglect
this dimension cannot understand the systematic change involved in the
transition.

The Traditional Ottoman Economy

A shorthand notation for the Ottoman state may be the "fiscal state"; by
this is meant a state where major economic policy consisted in trying to
maximize the tax yield from the rural economy.15 Only with time did
"economic development" become a serious objective of Turkish policy. This
is important, for example, to the extent that it underlines the absence of
support by the Ottoman state for a provincial gentry getting its wealth from
the continuous development and rationalization of agriculture such as was
the case in England. During the eighteenth century, the increased demand for
cereals in areas contiguous to Turkey did encourage Ottoman provincial
notables to engage in grain production. This encouragement coincided with a
decrease of the control exercised by the Ottoman center. But the attractive
ness of grain culture did not lead the Ottoman notables very far. The state
had not engaged in the draining of marshes, the building of roads, the
improvement of highways, the establishment of a postal system, and the
dissemination of primary and secondary education as it had in the West. It
had not undergone a "mercantilist" phase of the Western European type; it
did not have a "cameralist" phase with its economic engineering. Its own
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equivalent for the presence of the state was not less impressive but quali
tatively different: a system of justice of the peace keeping cadstral records,
financial controllers, state-supervised educators trained to propagate the
officially accepted form of orthodox Islam, and a small record-keeping
central bureaucracy.I6 In addition, the state controlled prices as it controlled
the quantity and quality of goods produced, their distribution, and some
aspects of foreign trade. This weight of the state in the economy was no mean
control mechanism, but it still was not the mechanism of economic promotion
which emerged in the West. Nicolai Todorov has shown how important such
promotion was in the case of cloth production in Bulgaria in the nineteenth
century.I7 Bulgaria began to prosper in the field of textiles after it began to
receive such encouragement.

By the third decade of the nineteenth century the incipient political power
of Ottoman provincial notables had been broken by the state. Nevertheless,
these groups continued to control local resources throughout the nineteenth
century, and a number of notables did make up a sort of business class in
provincial cities. Yet the total picture was far from comparable to its earlier
Western equivalent: In many of the more isolated regions, investing in tax
farming privileges was still more profitable than engaging in commerce the
cereals or agricultural improvement. The peasants themselves, although not
"serfs," could never become yeoman farmers because of the way in which
tax "squeeze" operated. Because ofthe transportation difficulties and because
of the differences in basic social institutions, it was only the Balkan regions
and coastal areas which could take advantage of European demand for raw
materials. IS The "feudals" took up the grain trade once again in the nine
teenth century as they began taking advantage of the increased demands of
the Ottoman army for supplies and of new transportation networks such as
railroads, but this was a minor foray in the building of wealth. The Asiatic
party of Turkey was divided into a small region with access to seaports in
which Levantine minorities and some Ottoman notables linked to external
trade did flourish economically and into a much larger region where local
business opportunities were meager. I9 This situation, which could produce
neither a class comparable to the British gentry nor a burgerthum, was
accentuated by a number of characteristics such as insecurity ofproperty, the
absence of codes of law that were tailored to commerce, and the absence of a
"penetrative" state providing educational, police, transportation, or eco
nomic services. Most of the reforms of the nineteenth-century Ottoman
Empire aimed to provide this infrastructure of "civil society" for the purpose
of economic growth. Yet, wherever established, this infrastructure favored
foreign traders and Levantine "compradors."

During the nineteenth century tax farming was also partially taken under
control ofthe state, but even the benefits to be derived from this were nullified
by the assumption of Western control over the most promising sources of
revenue in agriculture by a consortium of Western states known as the
Ottoman Public Department Administration.20
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What emerges with regard to the position of the Ottoman state in relation
to the economy is not so much that the state had a position of control as
the more subtle fact that dealings with power were more central in Ottoman
society than transactions of the market. Power was a "commodity" that was
more precious than wealth, and "trade" in power was a distinguishing char
acteristic of the Ottoman system.21 This preponderance of power was
paralleled by an economic ethic and a symbolism that was also different from
that of Western capitalism. The taxes collected by the state were to be used
to give an official the resources that he needed to keep his office functioning:
a military and civilian staff and the symbols of political office such as robes,
rich garments, and jewels. Money thus was as much a political as an
economic medium.22

The economic ethic that fitted with the traditional Ottoman economic
system was that of "equity." This implied the acceptance of social hierarchy
as inevitable and justified. It also meant the expectation that a given position
in society would bring with it its "just rewards." For the lower classes it
meant the minimal style of life they associated with their position in society.
Yet we should not neglect the following point: placed in a framework where
there was no legitimation for "bourgeois exploitation," equity had an ex
plosive potential. It is this potential which later was to turn the Young Turks
against the economics of untrammeled liberalism, quite apart from their
feeling of having been wronged by the exploitive foreigner. It was this feeling
which made the Young Turks turn a sympathetic ear toward solidarism,
which enabled them to understand Russian populism and which resulted in
the later inclusion of the principle of populism among the fundamental
principles of the Republican People's Party. It is this potential which has
bolstered the redistributive aims of the Republican People's Party in recent
years. Again, I believe it is to the Ottoman tradition of the state's protective
attitude toward the peasants and cultivators that we have to look to explain
the relatively fast conversion of Turkish officials from squeezers of peasants
to proponents of the peasant as "our master," a shift which occurred between
1860 and 1920. The Ottoman state's attitude that the peasant should be
protected was observed more in the breach than in the doing, but it did remain
as an ideal throughout the vicissitudes of Ottoman decline.

The status of the peasant in the Ottoman Empire was an important
component of the specifics of Ottoman economics. The Ottoman peasant
was never placed within the same rigid legal frame of manorial and personal
obligations to a lord as was his counterpart in the West. This was due to the
very specific policy of the official class that no institutionalized intermediary
classes should exist between the state and the peasant. It was also due to the
complete absence of the legal frame for subinfendation such as it existed in
the West. A local notable who acquired power and established a "dynasty"
was thus legally unprotected except in very special cases and by edicts of the
sultan which the latter's successors could disregard.

The feelings of equity which Ramsey found in the Turkish villages in the



32 $erifMardin

1880s and which Stirling locates in Sakaltutan in the 1950s is a distil
late of all these aspects of the traditional economy.23 Its importance lies
in the fact that with the "ruralization" of Turkish politics after 1950
this sense of equality became part of the mechanism of Turkish political
development.24

The unstable equilibrium ofthe Ottoman economy, which I have described
before, in conjunction with the power of the center, gives more substance to
what I have described as the feeling of equity. For nothing is stable in the
economic structure. Wealth is transitory for officials because it can be confis
cated by the state at the death of the wealthy individual. Wealth is transitory
for speculators of all kinds because the general economic equilibrium may be
modified at a moment's notice. Wealth is transitory for all because the safety
of personal possessions has not been established on solid foundations by a
national gendarmerie. Local builders of "dynasties," often simply glorified
brigands, can rise up at any moment and often are grudgingly accorded the
sufferance of a state which has no means to get rid of them except through
intrigue. To a limited degree poverty is also transitory, for a touch of the
wand may propel the smart domestic servant of the provincial governor into
the status of a provincial official attached to his suite.

Another important characteristic of the traditional Ottoman economy has
been called the "ethnic division oflabor." The Ottoman Empire was a highly
"fragmented" community in the sense of being constituted by a series of
linguistic, religious, and ethnic "pockets": communities with their own sub
cultures and regulations. The historical origin of this fragmentation is to be
found in the checkered history of Anatolia, a passage for many volker
wanderungen, the scene of innumerable invasion by rulers Eastern or
Western, and the cradle of many civilizations. The Ottomans attempted to
place this fragmentation into a rational conceptual framework: Using an old
Middle Eastern method, they classified the subject population of the Otto
man Empire according to categories of religious belief. The state established
its linkage with the heads of religious communities, who were granted con
siderable autonomy. Each group, for example, had its own civil laws. These
so-called "millets" made up broad categories devised for purposes of admin
istration. In fact, fragmentation was much more minute, for within religious
administrative units various smaller communities, sects, and heresies consti
tuted even smaller groups. This fragmentation was also true of the leading
millet, the Moslem millet. How this structure affected the economy even into
the twentieth century is described by Sussnitzki:

... the occupational structure in Turkey coincides in many respects with the
racial differentiation. The social stratification which is thus determined can be
traced in the manifold gradations of the national structure. Each single ethnic
community is, as itwere, a mesh in the greater economic web ofthe Empire and
its removal would leave in the general economic life a gap which could not be
readily filled up... .2S
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He goes on to illustrate the point:

Even in the cultivation of the soil the various ethnic groups show significant
differences. Thus the Turks devote themselves mainly to cereal planting and to
small-scale gardening-most commonly to the growing of flowers but also to
vineyards. Only slowly can they break away from their old-established habit of
planting only what is needed for their own consumption. Hence they do not
plant those cash crops which are most sought after by Europe. And they
accustom themselves only with difficulty to a mode of work which implies
continuous stooping and are therefore averse to root crops and plants that
need hoeing. 26

With regard to industry the author states the following:

In general the observation may be made that the handicraftsman seeks cus
tomers preferably in his own ethnic community. And therefore the more con
centrated a national group is in a region, and the greater its numbers, the larger
will be the number of industrial occupations by its members.

In the non-artistic crafts the Turks show most preference and skill as tanners,
saddlers, shoemakers, turners, joiners, potters, wool and silk weavers, dyers,
soap-boilers, iron and coppersmiths and armorers.2'

In the Ottoman Empire, at all times, the smooth intermeshing of the parts
of the ethnic system depended on interethnic peace. That such peace reigned
at least within the building trade in the time of Sultan Siileyman the
Magnificent may be gathered from Barkan's study of the building of the
Siileymaniye Mosque.28 But the equilibrium of the system was precarious at
a more fundamental level. If one specialization began to assume greater
functional importance in the economy at any time, an ethnic group became
automatically differentially favored. This is one way of looking at the decline
of Ottoman trade. It is not one that has been favored. Up to the present the
process has been presented in reverse order: foreigners obtained special
trading privileges, local Christians were needed as go-betweens to carry out
business in Turkey, and both profited from the new privileges. But the reverse
explanation may be just as persuasive, namely, that local Christians were
propelled ahead in the economy when the occupations in which they spe
cialized-such as trade and banking-acquired a new centrality in the
Ottoman economy after the seventeenth century, albeit as the result of exo
geneous factors.

Because the division of labor was ethnic, the reaction to the growth of one
group was also ethnic: Ottoman Moslems became aware of their misfortunes
as a group, and the Ottoman Imperial Government was quite early aware of
the dangers of the new developments. This sensitivity of the Ottoman
Government led it even to an unsuccessful attempt to develop an Ottoman
industrial base at the beginning of the nineteenth century.29

F or our purposes the central point of the ethnic division of labor was the
low functional differentiation of the Turkish-Muslim ethnic group. Starting
from a position of undifferentiatedness, the race for economic primacy then
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took the form ofethnic competitiveness. The Muslim-Ottoman group felt that
they had to wrest a series ofeconomic control positions away from Greeks or
Levantines. Second, the condition of undifferentiatedness and its observed
political weakness in the modem world very strongly suggested to the leaders
of the Muslim-Turkish group that their first target should be to attain such
functional differentiation. This was one of the main theses of the Young Turk
sociologist Ziya Gokalp.30 For a long time among the elite this goal over
rode and overshadowed that of income redistribution in Turkey.

Although, in the nineteenth century, the features of the traditional Otto
man system which I have outlined were changing, they were being modified
very slowly. Thus, Ubicini, a keen observer of the Ottoman scene, writing in
the mid-nineteenth century, gives us descriptions which show how lively were
the residues of old Ottoman structures.31 Tax farming was still an extremely
important means of acquiring wealth, agricultural technology was extremely
backward, and the lack of employment possibilities in provincial towns
propelled unemployed peasants directly into large cities.31

Changes in favor of Moslem Turks did begin at the time of Young Turks
(1908-1918), but by the end of the nineteenth century the picture had not
changed in its essentials.32

In the nineteenth century the power and privileges attached to particular
positions had waned and had become the power of larger official bodies and
organizations such as governmental committees and ministries. Thus the total
exploitive potential ofoccupying a single official slot had diminished, but as a
group, officials still thrived. Because of changes in the system of "basic
rights" and because officials could not be beheaded anymore, because the
state stopped seizing the immovable property of officials at their death,
property became more secure than ever before. If the accumulation of capital
in families of officials did not take place, it was primarily because of the
continuation of the patrimonial features of the officials' households where
immediate family, relative, personal staff such as secretaries, and various
hangers-on intermingled and formed a formidable consumer group.

The extended family itself was large and took advantage of the person at
its headjust as that person had used his portion to take advantage ofthe state.
The accumulation of capital in families was partly checked by this feature of
Turkish society in the nineteenth century. The old Ottoman custom of the
household as the source of the personal staff of the official continued in
modified form and became the burden of feeding supernumeraries who had
residual social or political functions and kept loafing around the Selamllk.

Even in the nineteenth century the social institutions which made up the
infrastructure of the Ottoman economy were never as developed as those
which had underpinned "capitalism triumphant." An example may be given
from the Ottoman legal system. As late as 1904 at a time when the status of
private immovable property had been considerably liberalized by a law of
1868, Padel and Steeg were complaining of the extraordinary awkwardness
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of a legal system which did not have a conception ofcorporate personality for
persons other than the state.33

This picture should be completed by adding the decline of Ottoman
crafts-mainly textile looms-and the disappearance of the Turks who
carried out international trade. Artisans and craftsmen were the class that
declined most during the nineteenth century. Production decreased, estab
lishments became smaller, and the class itself became poorer. By contrast, in
Bulgaria, a dependency of Turkey until the 1870s, woolen-clothes-producing
artisans were able to produce an incipient capitalist class, because they were
able to elicit the protection of the new Bulgarian state.34

By the end of the nineteenth century the income-distribution pattern of
Turkey may thus be summarized as follows: members of the official class
still occupied the most favored positions, although of the subgroups within
this class~military, bureaucratic, religious-the civilian bureaucrats had
taken the lead. Notables were only slowly developing a base of wealth in the
provinces as owners of large farms. However, moneylending was also a
provincial source of wealth for a new group of minor notables. Industry
owned by Turks was minimal. A first survey taken in 1913 shows 239
establishments in Istanbul and Anatolia ofwhich 22 belonged to the state and
the vast majority to foreigners and local non-Moslems.35 A number of Turks
were engaged in commerce, but the more lucrative end of the commerce was,
again, controlled by foreign firms. 36

Toward the end of the century, Istanbul had become the center for the
activities of a cosmopolitan population of traders, carpetbaggers, conces
sion hunters, and administrators of foreign enterprises which symbolized the
"semi-colonial status of the Ottoman Empire. From docks and quays to ...
railways, from ... electricity, gas and water supplies to ... tramways, all
these were owned and exploited by foreigners."37

By the end of the nineteenth century the empire was also bankrupt. This
bankruptcy was partly the outcome of its unfamiliarity with the type of
physical infrastructure which I have mentioned above as a contribution ofthe
state to capitalism in the West. The nineteenth century saw the Ottoman
Empire trying to build this infrastructure so as to provide the Ottoman state
with new economic props. The venture was partly successful, but the Otto
man state had gone into extensive debt to find the resources to pay for it, and
in 1881 its tax resources were forcibly placed under international control.38

During the reign of Sultan Abdulhamid II (1876-1909) the attitude of the
receiving side of this economic debacle-that is, the view of the govern
m~nt-was that first of all the empire should be saved from total financial
collapse; with loans, officials could still be paid. But other statesmen and
intellectuals had already begun to think in terms which may be best termed
"economic nationalism" and "autarky" at the beginning of the nineteenth
century. From this premise they were quick to see the need for a Turkish
commercial and industrial class. This was a view that was adopted by an
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increasing number of Moslem Ottomans from all walks· of life during the
nineteenth century.39 As to the implementation of this thesis there existed
a number of variants. For Sultan Abdulhamid II the way to go about it
overshadowed by his patrimonial Ottoman inheritance-was to let officials
get rich by not looking their way when they took bribes or commissions from
European concession hunters and company representatives. For the Young
Turks, who deposed him, it meant providing opportunities for officials, in
particular, for the group of war profitees that had appeared during World
War I, and helping to propel them to the position of entrepreneurs.40 While
the policies of the Turkish Republic in this respect were less crude than those
of the Young Turks, students of the Turkish economy have found a striking
continuity between Young Turks and Republican approaches to the problem
of building up a local class of capitalists. In the latter case, as we shall see,
part of the outcome was the gradual emergence of a class of merchants and
later of industrialists. In terms of income distribution this attempt to redress
in favor of the Turks a· situation where foreigners and minority groups
received the lion's share of the economic surplus spanned over the genera
tions and survives today in some of the negative attitudes of the bureaucracy
toward foreign economic investment.

While these developments were taking place, a number of ideas regarding
economic equality were being discussed among Ottoman intellectuals. One
of these was the assertion that no hereditary aristocracy had existed in the
Ottoman Empire. An adjunct to this theory was the idea that in its "pure
form" the Ottoman social system was open to upward mobility on the part of
the talented. A further corollary added that Islamic society always con
sidered individuals equal and that therefore the harsher form of capitalist
exploitation had no equivalent in Islamic societies. All these arguments
amounted to the thesis that Islamic societies-and Ottoman society in par
ticular-had an equalitarian philosophy which would mitigate the effects of
capitalist exploitation. Capitalism as it was seen in Western Europe would
not arise in the Ottoman Empire.

Even though the two theses-that is, that Turkey needed a new economic
class and that it had the makings of an egalitarian society-were mutually
contradictory, they could be understood to mean that even though com
mercial activity would be wrested away from foreigners and placed into the
hands of Turks, the type of class exploitation found in capitalism would not
emerge in Turkey.41 The theory also implied that the newly emerging notion of
the state's responsibility for meeting the material needs of individuals would
be taken up in a modernized Turkish economy. Time has not borne out this
contention fully, although the development policies of the Turkish Republic
have had a redistributive thrust insofar as they have led to a differentiation of
social structure. Ziya Gokalp states that at the beginning of the twentieth
century the two occupations in which Turks were seen was the official class
and farmers. Even though this picture may be exaggerated, it is true in its
essentials. Opening up slots in the manpower pyramid for lawyers, doctors,
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salesmen, and skilled artisans and creating those of factory workers, as was
done during the republic, means an expansion of opportunities.

Furthermore, the channel through which the redistributive thrust has
operated has not been that of the economic policies of the republic. The
populistic-egalitarian thrust has had its primary outcome in politics leading
to the particular brand of democracy that has emerged in Turkey. The extent
to which these new political forces could bring about an economic redistri
bution is questioned in some of the chapters that follow. Chapter 13 by
Aksoy is an example. But even Aksoy agrees that the relatively satisfactory
position of the Turkish worker has been due to the political clout of trade
unions. What has remained from Ottoman times is that the central societal
"structuration" is political structuration.

The Experience of the Republic

Turkey emerged from World War I, and from the Turkish War of
Independence fought against the Greek occupation of Anatolia, with a terri
tory representing only a fraction of the holdings of the Ottoman Empire.
Even within boundaries of the Turkish Republic the population decreased
from 15.7 million in 1913 to 13.6 million in 1927.42 The population of the
two largest import-export ports, Istanbul and Izmir, declined by 40 percent
between 1913 and 1927. The first literacy rate established in 1927 was 11

. percent. As late as 1927 "there were only 211,000 iron ploughs against
1,187,000 wooden ones in the country."43 The aims of the founders of the
republic were partly determined by this stark attrition and level of under
development. They were also shaped by the theories they inherited from their
predecessors, the Young Turks, concerning the "nationalizing" of the Turk
ish economy.

Agriculture's share in the working population decreased from 81 percent
in 1927 to 78 percent in 1950, that of industry increased from 9 to 10
percent, and that of services from 10 to 12 percent.44 Changes in compo
sition of GDP were as follows: agriculture's share fell from 49 to 43 percent
in the same years, industry increased from 14 to 18 percent, and transport
and communication increased from 4 to 5 percent.4S What these statistics
show is that the general, macro framework of the Turkish economy changed
little between 1925 and 1950; however, hidden behind the statistics are
important changes of social structure and a "seeding" of the economy which
was only to show its effect after 1950.

With regard to the economy the first and foremost concern of the govern
ment of the newly found republic was to get it to function, to repair the
damage done to society. As distinguished from its views regarding the
necessity to build an infrastructure for the economy, the attitude of the
government toward the social structure of Turkey was an outcome of the
influence of solidarism. This doctrine had a strong influence on Young Turk
leadership. Toward the end of the World War I, state socialism as it had
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arisen in Germany, had various influences on Turkish economic thinking, but
the solidaristic imprint was the major one. Ziya G6kalp, the social theoreti
cian of the Young Turks, was the advocate of solidarism.46 His prestige and
possibly an "elective affinity" of Turkish leaders for solidarism caused his
views to span from the Ottoman monarchy to the republic. In this respect
what seems to have weighed most heavily in solidarism was that it was a
"conciliation" theory of society which denied the inevitability of class
conflict. In 1931 Mustafa Kemal, following in the steps of Young Turks
theoreticians, was to state the following: "It is one of our fundamental
principles to consider the people of the Turkish Republic, not as composed of
different classes, but as a community divided into members of occupa
tions." This view was added to the main· principles of the single political
party in 1935. Populism was conceptualized as an effort to make the
machinery of government work for the benefit of the "people."

In the short term, however-in the few years following the War of Inde
pendence-of all the variables that determined economic policies of the new
republican government such as sharing up a local bourgeoisie and building a
basic infrastructure for the economy, none was as crucial as one which has
not been mentioned up to this point, namely, the vacating of Anatolia by
minorities.

Keyder makes the following point: "Despite the preponderance of non
agricultural occupation, the amount ofland abandoned by the emigrants must
have been considerable.... During the exchange of population the Turkish
government appropriated the property left behind by the Greeks and immedi
ately sold it. In the 1923 izmir Economic Congress a more radical scheme
was proposed suggesting the distribution of abandoned holdings among the
peasants. With the objections of the 'farmers' delegation' the project was
rejected.... About 15% of the cultivable area of Western Anatolia was
abandoned by the leaving Greeks, even under the conservative assumption
that their holdings were, on the average, the same size as Turkish farmers'
holdings."47 To this we should add that the population which was supported
by the Anatolian land had diminished by 20 percent between 1914 and 1923
according to the computations of Justin McCarthy.

Similarly, the craftsmen's positions in the manpower pyramid that were
vacated by emigrants enlarged the "opportunity space" of the Turkish
population of the towns. This unexpected bonus enabled many an unskilled
carpenter to move into the slot formally occupied by a master carpenter who
had emigrated. This fact assumes special importance in view of the growth of
small towns at the end of the nineteenth century in Anatolia and the major
expansion of a town such as izmir.48 In addition to the opportunity space
thus created, three developments contributed to bringing rural Turks into new
positions which they had not usually occupied in the past. One of these was
the growth of a more solidly established provincial merchant class. Second, a
much larger group of rich peasants emerged. Finally, the state's thrust to
modernize Turkey as manifested in its policy of educational expansion and in
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the 1930s industrialization created a completely new layer of middle and
lower bureaucratic positions in the manpower pyramid and the service sector.

Keyder describes the aspects of these developments that are related to
structural changes in agriculture in the 1920s as follows:

In addition to Western Anatolia, the Trabzon area on the Black Sea with a
concentration of Greek farmers, and the Cilican plains where rich Armenian
farmers had been driven out, must have presented similar pictures. There
are,however, no data on the later distribution of abandoned land, except for
accounts about powerful local notables obtaining deeds on the empty land in
order to enlarge and consolidate their holdings.... Under conditions of high
land/labor ratio characterizing post-war Anatolia, it is probable that no pres
sure was exerted for an equitable distribution of the land and the abandoned and
reclaimed territory was a major factor in accelerating the concentration of
holdings.49

This somewhat static picture was changed through governmental inputs.
Governmental policies in the 1920s and 1930s resulted in the much wider
marketization of the agricultural sector of the economy: these policies were
the government's support of tractor purchases, its railroad policy, and its
abolition of the tithes. 50 This policy favored two main groups: It gave an
impetus to existing provincial merchants but also drew into the market a new
group of "middle" peasants.

The segment of the peasantry that was thus introduced into the cash
nexus, in addition to large-scale farmers which had come in at an earlier date,
was "located mainly in the grain-producing, small holdings of the interior. "51

It was on this stratum of the peasantry that the government based its wheat
policy in the 1930s. While the depression had destroyed the export outlets of
the commercial farmers, the autarkic policy followed by the government (in
those years) included an extensive support program for wheat production,
which had its strongest positive impact on "middle farmers," who had
marginally entered the market in the 1920s. The growth of a provincial
merchant class in the 1920s is extensively documented by Keyder. This
expansion, however, was arrested with the outset of the world economic
depression. In general, the integration of Turkey into the world economy
slackened with the depression. "The world conditions of commerce, and new
government restrictions on the movements of goods and money, also caused
a decline in the share of the surplus appropriated by merchant capital and
trade capital. ... In the 1930s, then, the peripheral state and the domination
of merchant capital were replaced by the etatism which undermined an
already weakened merchant capital and implemented policies favoring in
dustrial capital. "52

But what Keyder does not point out is that "industrial capital" after the
juncture was primarily the capital that the state had invested to establish a
native Turkish industrial base. Very roughly we may say that by 1938 more
than 50 percent of the manufacturing sector in Turkey was in the public
sector. Today this figure is still above 40 percent. The effect of this bifurcated
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structure was not directly redistributive but indirectly its outcome, again, was
an extension of the opportunity space. Tezel gives us a clue as to how this
occurred:

Public industrial investments at 1948 prices rose to over TL. 200 m. in 1939
from TL. 10 m. in 1927-1931. Consequently by the end ofthe 1930's the state
manufacturing and mining enterprises began to employ over 70.000 workers.
With about 100.000 civil servants and some 30.000 retired civil servants the
public sector comprised about 200.000 wage, salary and pension earners.S3

Part ofthis creation ofnew bureaucratic slots which Tezel does not mention
was due to the state's expansion of its educational plant. The outcome of the
total expansion described by Tezel was multifold. For some workers of state
industrial enterprises new positions in industry had probably provided them
with the opportunity to shift from rural into industrial employment. For
persons who became teachers it also meant an opportunity to move away
from the village. This type of expansion of opportunity rather than redis
tribution of wealth is still the most widely used of political ploys in Turkey.
However, today, the effect of this strategy, which has continued to be used in
the 1950s and 1960s, may be to create public-sector employment that, ifnot
redundant, has little associated productivity growth and therefore contributes
to the upward cycling of inflation-while a new class of "merchants" and
private industrialists is busily concentrating wealth in its own hands.

Education

At this point we have to give a few details in relation to education in the
expansion of opportunity space. We shall begin with a clarification of the
place education occupied in the mind of the reformers.

In a two-tier system such as the Ottoman system, with guardians separated
from "ordinary citizens" by a strongly delineated social-boundary system,
education has a special place. In this two-tier social system education is also
two-tiered. There is education for the guardians (tertiary education) and edu
cation for the remaining population (primary or "elementary" education).
Secondary education in Europe was an adjunct of the development of towns.
Introducing secondary education in Turkey therefore would have required a
basic change of social structure to produce the same effects.

In fact, the sequence was reversed. Educational institutions were not
created in Turkey to meet the need of the sons of a solid bourgeoisie whose
parents were preparing them to join the family business by giving them the
opportunity to learn bookkeeping and letter writing. In Turkey educational
institutions copied from Western schools were established, beginning with
the middle of the nineteenth century, tofill administrative slots in ministries
which were being built on the salvaged foundation of Ottoman bureaus. At
the beginning the system seems to have worked fairly well. A graduate of the
new intermediary schools (rU~diye) was a person carrying considerable
status in nineteenth and early twentieth-century Turkey.54 Later, the lycees
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filled a similar role. During the republic the number ofpersons drawn into the
secondary stream was enlarged considerably. As the bureaucratic slots at the
bottom of the bureaucratic pyramid increased, the whole cast of the system
changed. The "bourgeois" outlook which had prevailed immediately below
executive posts with its security and equanimity, which is so brilliantly
described for the French Third Republic by Georges Courteline, gave way to
diffuse feelings of discontent which have increased ever since.

Turkish governments have never calculated where the policy of estab
lishing official diploma mills and simultaneously creating new jobs in govern
ment and in the state economic enterprises would lead them. This is one way
of cycling a rural population into centers ofurban civilization, as it is one way
of siphoning off the persons who figure in the statistical category of unem
ployed. But that outcome of this policy for Turkey has been to create a
stratum of "radical" government employees whose "radicalism" is, never
theless, idiosyncratic enough to have derouted the traditional Marxist-revolu
tionary apparats working in Turkey.

It is quite clear from the preceding pages that in the 1920s the beginnings
of accumulation were leading to the incipient growth of a new "class" in the
provinces drawing its new wealth from the favorable policies of the Turkish
government. In the cities, too, new entrepreneurial and other strata were
crystallizing. Nevertheless, these new "classes" have to be placed within
what I have called the total "socioeconomic frame" to assess their real
weight. This total communication structure which in the West both linked
entrepreneurial groups to the center and gave them clout as "classes" did not
exist in the Turkey of the 1920s or in that of the 1930s or 1940s. The official
class, together with the new hybrid lower official group, had control over
what existed of this communication structure, and this gave them a clear
preponderance of power. The picture began to acquire greater complexity
two decades later. This might well be the reason all those excluded from the
control of the socioeconomic framework, that is, both peasants and pro
vincial notables-and some lower officials-combined against the official
center in the late 1940s in a political struggle that brought multiparty
democracy to Turkey. Their common exclusion overshadowed the fact that
the notables had now local economic strength, while the majority of the
peasants had none. The issue of "redistribution" was overshadowed by the
issue of"exclusion."

In the preceding pages I stated that ideas concerning equity which were
transmitted to Anatolia from the Ottoman Empire had weighty political
rather than economic consequences. The events between 1940 and 1950
which result in the transition from single- to multiparty system in Turkey
also seem to provide a significant focus for this statement. The process,
however, is extremely complex and idiosyncratic, and it may still take some
time to recapture its dynamics. What I offer here is a tentative reconstitution
of the pieces of the puzzle. Among the important elements, one is the
prevalence of clientelistic relations between the peasants and the state and



42 ~erifMardin

the local notables and the state. A similar situation has been described by
Mouzelis as follows:

Greek peasants were and are notorious for their political sophistication, their
passion for political arguments and discussions. This strong involvement in
party politics has often been portrayed as a distinctive trait of Greek "national
character." I think, it can be explained in a much more simple way ifone relates
it to the early dependence of the village community on the state which makes
involvement into patronage politics and security of a political protector a vital
necessity for survival and advancement.55

A second factor is the resistance of the state to according autonomy to the
newly emerging commercial and-partly-entrepreneurial groups. A third
variable is the republican usage of the peasant as the "masters" of the
republic.

WorId War II affected the commercial groups within Turkish provincial
towns in three different ways. Because of the demands of the large towns and
the army for agricultural products, it expanded further the group of traders
and speculators which were of long standing in the Anatolian towns.
However, by the 1940s towns had been linked to the center by a new type of
communication network which had been developed by the republican ad
ministration. This network was a network of social transaction. What I mean
is that the republic had enabled a new, functionally more developed, occu
pational frame to develop in these towns. Local lawyers, who had increasing
business to transact and who became important linchpins in the town system,
provide one example of such development. Local physicians, many of them
in state hospitals, are another facet of the same development. The town,
which had figured as a conveyor belt of decisions taken at the center during
the republic, had thereby gradually been linked with the center. How this
occurred can be easily reconstructed with regard to internal administration,
agriculture, and medicine. In all these areas the state had infrastructural
inputs such as extending its administrative networks, for example, those
involving state hospitals and agricultural extension services where its own
employees figured. It was easy for some of these minor officials and members
of professions to see that by combining forces with local notables and
merchants they would constitute a formidable alliance which could reverse
the direction of the conveyor belt. The expectations of this new group, as set
against the still restrictive etatist economic policies of the state, roughly
explain how they began to speculate on seizing the apparatus of the state.
The place that the traditional ideology plays here is that lawyers, doctors,
and notables could all see themselves as fitting into a single group of
"popular" or "populist" leaders. Class ideologies did not exist to impede
such an alliance. This group already had some clientelistic links with the
peasants, and the peasants had been dissatisfied by the policy of the state
during World War II. They seemed to emerge as losers from the general
betterment of terms of trade for agriculture that had taken place since 1939.
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At this stage the alliance between the first group of townsmen and notables
and the peasants could be cemented by invoking the ideology of the republic
which proclaimed peasants to be "our masters." The republican regime was
accused of never having taken positive steps to make good its rhetoric in this
regard.

It is both because of the continued dependence of the peasants and the
provincial large and small notables on the state and because of the exclusion
of these groups from control of the socioeconomic framework that they
combined in the 1940s as an emerging alliance of rural forces which chal
lenged the role of the single party of the founders of the republic. Exclusion
led to the deprivation in the political arena.

This alliance assumed power in the 1950s through the victory at the polls
of the Demokrat Party. And since the clientele of this party consisted partly
of impecunious peasants, the Demokrat Party did, as shown in a number of
the following chapters, make an effort to bring new benefits to these clients.

In retrospect, the Turkish economy seems to show a typical example of
what S. N. Eisenstadt has entitled "the transformation of a traditional code."
Take the place of the state in the economy: in Ottoman Turkey political
power came first, and the market was its handmaiden; this was transmitted to
the Turkish Republic in the form of the willingness and the ability of the state
to seize the initiative for industrialization during the 1930s. But this very
imposition of the state also showed limitations which were typically Otto
man and which-paradoxically-resulted in the growth of Turkish neo
capitalism after 1950.

This growth was the outcome of the organizational weakness of the
Ottoman state, of its lack of "penetrative" strength, of its inability to create
the total communication framework, the organizational network which had
begun to be created so early in Western Europe and in which both the state
and the burghers participated. Adam Ferguson and Marx would have called
this Turkish feature an absence of "civil society."

Turkey showed the characteristic features of a patrimonial state even after
the republic: The rich network of relations which had developed between the
center and the periphery in Western Europe since postfeudalism was absent
at the beginning of the republic and grew slowly thereafter.

A specific example may be given from the 1930s. At the first National
Congress of Turkish Agriculture the self-perpetuating debt of the peasants to
usurers was described by governmental sources as having had"disastrous"
consequences. At that time agricultural cooperatives were often mentioned
as one means of ameliorating the situation of the peasant, but their develop
ment and encouragement by the state were extremely slow. This character
istic stance of the Turkish state in relation to the economy is still in evidence.

The modem Turkish state is expert at setting interdictions but does not
shine in its ability to establish control over society by means of new organi
zations. It is this organizational weakness which h~s not allowed the state to
control the new concentration of wealth in Turkey even when such was its
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stated purpose. In this respect there seems to be little difference between the
policies of the "conservative" IP and the "progressive" RPP.

However, a second phase in Turkish social development seems to have
begun; here the influence of the cluster of egalitarian values which I described
in the Ottoman context seems to have formed a new locus. The development
may be traced to the 1950s when a combination of such egalitarian attitudes
and the power of a class of landowners and provincial merchants, the growth
of which I have traced to the 1920s, was successful in establishing multiparty
government in Turkey. They established a common front against the ruling
bureaucratic elite which had governed Turkey since 1923. Since then,
Turkish multiparty democracy has always paraded these egalitarian ideals.
But this is not simply a sham. A new phase in Turkish social development
may have begun.

The thrust here seems to originate in demographic change. With an
economic growth rate of 3 percent a year per capita since the early 1950s
accompanied by a population growth rate of 2.9 percent, enormous changes
have taken place in the Turkish social structure. Turkey is not a country like
many European countries, which have a large number of towns of inter
mediate size between the village and the city. The mobilization of the
countryside, which has accompanied this pattern ofgrowth, has thus propelled
many former peasants into the shanty towns of large cities. Even though the
inhabitants of shanty towns might figure on the bottom of the Turkish social
scale, "the shanty town" has become the focus of politicians' efforts to draw
votes to themselves. Often politicians are accused of spending their electoral
campaigns in and around shanty towns and of forgetting them after the
elections. But this is an oversimplification: massive, threatening, infiltrating
into city life, sending its inhabitants into the industrial sections, and partly
organized into strong labor unions, the shanty town does make politicians
think about public services, education, and welfare of a type that is increas
ingly directed to the large masses of the people. Inflation may create
millionaires, but the former bureaucratic and white collar classes are slowly
being absorbed into a lower-middle class with a wide span. The need felt by
the politicians to direct their policies to this mass and their failure to convert
the bureaucratic and middle class which was the flower of the Ataturk revo
lution are, I propose, not accidental.

Turkey only had a very limited and specially structured middle class in
traditional times-mostly guild members-which cannot be compared to the
European bourgeoisie.

The attrition of the incipient-bourgeois bureaucrat of the early days of the
republic is a new form taken by the traditional suspicion for "intermediate
classes" with any legitimacy or clout. The top of the capitalistic entrepre
neurial iceberg, the few leading industrialists and businessmen of Turkey, is
allowed to figure in the system because they are just as easily controllable as
the moneylenders were in the traditional system. All the rest of the pyramid,
however, should consist of relatively "equal" people. This seems to be the

i.,
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fundamental economic code of the Ottoman Empire, which has now been, in
a fashion, reproduced in modem Turkey. Whether such a system is viable is
another question.
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Some years ago the Customs in the town ofB were let out for 600,000 piastres; but the imports have
gradually increased to such an extent that this grant has steadily risen to 1,500,000 piastres. Their
receiver of customs, who the year before had received it at this price, confesses that he has cleared a
net profit of 1,000,000 piastres. He was disposed to undertake it, this year, for the sum of 2,500,000
piastres.

A functionary of the government had it knocked down for him for 1,700,000 piastres. His name
does not figure in the ferman, one of the servants answering as a blind by lending his name.

As this official wished immediately to realize a profit, he had dealings with some Armenian
bankers, and he negotiated with them for the sum of 2,500,000 piastres, in consideration ofwhich they
incur all risks in his stead.

Here we have then 8,000,000 piastres which may be viewed as taken out of the pocket of the
government. When I add that the pettiest agent ofthese speculators makes his fortune in one year, you
will have some idea of the enourmous sums which are embezzled to their profit.

With regard to the decline of agriculture (as compared to classical times in Anatolia) Ubicini
had the following to say:

1st. Want of knowledge in the cultivators: The science of agriculture which is still so backward
amongst us, notwithstanding our numerous useful discoveries and inventions, is totally unknown in
Turkey. Routine and habit alone preside over agricultural operations, and the abundance ofthe harvest
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is owing exclusively to the extreme fertility of the soil. No means are employed to stimulate the
production or regard the exhaustion of the land....

Tillage is confined to scraping the ground with a very primitive plough constructed exclusively of
wood.

2nd. The want ofhands. ... not only is science wanting in the cultivation, there is an actual want
of hands. This circumstance, which has such a distressing influence on the state of agriculture in
Turkey, results not merely from the scantiness of the population in proportion to the extent of the
territory, but is moreover connected with two causes which it should be a chief object to neutralize.
The first is that attraction which, in Turkey more than elsewhere, the towns exert on the country, and
which induces the rural plantation to leave their agricultural labors in order to try their fortune in one of
the great centers of population in the interior. This rascination gives birth to the class called Bekiars,
who compose a large part of the floating population of Constantinople, without speaking ofthat crowd
of servants, a real scourge of the towns.... As regards the branches of industry which they followed,
such as those of boatmen, porters, hawkers, or peddlers, there will be plenty ofidle hands in the capital
to supply their place.

32. At the end of the nineteenth century an archeologist who had spent 20 years trekking
through western Anatolia stated the following:

If a Turk lives in anything better built than a hut I have always found that it is constructed by a Greek.
Ifa Turkish village requires a fountain with its aqueduct, a Greek workman is employed to make it. ...
Needless to say that almost all trade is in the hands of Christians: the muletter is often, and the camel
driver always, a Turk or Turkmen but the owner of both of the goods and the animals is a Christian.
The Turk, if he works is ... a hewer of wood and a drewer of waters.... Only in certain districts
where some manufacturing has been practiced from time immemorial do you find Turks engaged in it.

See Ramsey,Impressions ofTurkey, pp.2l-22.
33. W. Padel and L. Steeg, De La Legis/ation Fonciere Ottomane (Paris, 1904), p. 64.

34. See Note 17.
35. See Yahya Sezai Tezel, "Turkish Economic Development, 1923-1950: Policy and

Achievements," Doctoral dissertation, Cambridge University, 1975, p. 77.
36. Ibid., p. 72.

37. Ibid., p. 59.

38. Ibid., p. 106.

39. See Gokalp, Turk/e~mek, p. 10.

40. See Ahmet Emin, Turkey in the World War (New Haven).

41. See Tezel, "Turkish Economic Development," p. 71.
42. Ibid., p. 73.

43. Ibid., p. 75.

44. The GDP indexed at 1948 prices changed as follows (Tezel, "Turkish Economic
Development," p. 84):

Agriculture
Industry
Transport and communication
Government service
Per capita product

1923-1925

68
64
69
75
77

1946-1950

166
239
263
216
130

45. Tezel, "Turkish Economic Development," p. 86.

46. For solidarism, see Zafer Toprak, "2 Me!irutiyette solidarist dU!iunce: Halk<;tllk,"
Top/um ve Bilim, Vol. I (Spring 1977).

47. Caglar Keyder, "The Definition of a Peripheral Economy: Turkey 1923-1929,"
Ph.D. dissertation, The University of California, Berkeley, pp. 30-31.
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48. See Donald Quaetert, "An Inquiry," p. 2.

49. Keyder, "The Definition," p. 32.

50. Ibid., pp. 57-58.

51. Ibid.

52. Ibid.

53. Tezel, "Turkish Economic Development."

54. Andreas M. Kazamias, Education and the Questfor Modernity in Turkey (Chicago:
University of Chicago Press, 1967), pp. 27 1ff.

55. Nicos Mouzelis, "Greek and Bulgarian Peasants: Aspects of their Sociopolitical
Situation During the Interwar Period," Comparative Studies in Society and History 18 (1976):
85-105, here p. 101.
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CHAPTER 3

Income Distribution as
an Issue in Turkish Politics

Ergun Ozbudun

In this chapter we shall deal with the extent to which income distribution has
been, and is, an "issue" in Turkish politics. It starts from the assumption that
the dominant issues in a political system are closely related to the cleavage
structure prevailing in that system. In other words, different types of cleav
ages produce different sets of political issues. The main point stressed in the
chapter is that the cleavage structure in Turkey has recently been undergoing
a radical change, leading to the emergence of new issues and to the gradual
disappearance of the old ones. Thus, it will be maintained that the dominant
social cleavage in the Ottoman-Turkish society has, until quite recently, been
a center-periphery one, in the sense to be spelled out below, and that such a
cleavage structure, by its very nature, had tended to push "equity issues" to
the background. With the emergence, starting in the 1960s, of a new
functional or class cleavage, however, equity issues have rapidly gained in
importance. This change was, in tum, the product of the changes in the social
and economic structure of the country (industrialization, urbanization, etc.),
on the one hand, and of such political-cultural factors as the 1960 Revolution
and the making of a new constitution in 1961.

In a study of public policies affecting income distribution, such emphasis
on the constitutional structure as one of the important independent variables
may seem excessively formalistic. As Lipset1 cogently argues, however,
"historical events establish values and predispositions, and these in turn
determine later events.... (C)onstitutions ... are the outcome of particular
decisions which may permanently affect the type of social system which a
country develops For sociologists to treat formal political structures as
epiphenomena is wrong from a theoretical point ofview." Furthermore, a
judicially enforceable constitution, such as the Turkish one, provides the
normative framework within which redistributive policies have to be made
and implemented. Since the Turkish Constitution clearly embodies egalitar
ian and redistributive values, it thus becomes an important variable in the
making of income-distribution policies.

\
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In this chapter we shall also stress the stands of Turkish political parties
on equity issues. Since a close relationship between social cleavages and
political issues has been assumed, this would also involve a look into the
changing social bases of parties parallel to the emergence of a new cleavage
structure. Such change has been particularly significant in the case of the
Republican People's Party (RPP). Indeed, the last decade of Turkish politics
is most interesting from the political scientist's point of view in that one has
witnessed a rapidly undergoing realignment of political forces in the country,
so much so that it is no longer meaningful to describe Turkish politics. in
terms of the old center-periphery cleavage. Not only have voter alignments
shifted considerably in the process, but also the unity of what is referred to as
the "center" (Le., the state bureaucracy) has been seriously fractured. Thus,
one part of the center has become more prone to collaboration with the
industrial and commercial middle classes (as was clearly the case in the
1971-1973 martial period; see below), while another developed a distinctly
prQ-Iabor ideology.

Finally, we shall take up the relationships among the variables of econo
mic development, political participation, and socioeconomic equality. Here,
an attempt will be made to apply Huntington and Nelson's "technocratic"
and "populist" models to the Turkish case.

Formation of Income-Distribution Issues

In the realm of distributional policy, a particularly relevant factor is the
role the political culture of a society assigns to the state in the field of
economic activity-both the perception of income-distribution-related ques
tions as "political" issues by the public and the effectiveness of public
policies of a redistributive state. Economic inequality per se does not bring
about redistributive issues, unless it is widely believed that such inequality is
unjust and it is the state's responsibility to redress it. Similarly, a meaningful
income redistribution through public policies, barring redistributive revolu
tionary action, can be attempted only in societies where the state's corrective
action is viewed as proper and legitimate.

Viewed from this perspective, the Ottoman-Turkish political culture al
ways legitimized the role of the state in regulating economic affairs. This
theme has been dealt with in Chapters 1 and 2, where there are references to
the "centrality of state" in Turkish politics. Yet, somewhat paradoxically,
income distribution has become a major political issue only in the last decade
or so. One explanation may lie in the fact that political alignments in Turkey
have, until recently, rested largely upon a center-periphery cleavage which,
by its very nature, tended to minimize the importance of economic issues. It
should be stressed that the terms center and periphery are used here in an
essentially politicocultural sense rather than in their more general ecological
sense. In other words, center is equated with the state apparatus, and
periphery with all those who remain outside this apparatus. For reasons
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discussed in much greater detail elsewhere,2 the social and political structure
of the Ottoman Empire led to a class consciousness very different from the
West, that of the ruling bureaucratic class on the one hand and of outsiders
on the other. In this sense, the cleavage between the center and the periphery
was one between the political ins and outs. The ins were "the incumbents of
the Ottoman institutions. The outs were people who were excluded from the
state."3 Obviously, such a cleavage exists in all political systems. But while
in Europe it reflected other social cleavages, such as the ones between the
state and the church, between urban and rural interests, or between the
bourgeoisie and the working class, in the Ottoman Empire it became largely
independent of them-hence its particular usefulness in the study of the
Ottoman Empire and the pre-1960 Republican Turkey. In fact, only in the
1960s has the center-periphery cleavage begun to lose its salience in Turkish
politics. Clearly, this notion of centrality and peripherality differs from the
ecological notion of center-periphery cleavage in that it does not necessarily
identify the periphery with the local dominance of subject or minority
cultures, with geographical isolation or distance from the center, and with
socioeconomic underdevelopment.

Thus, the ruling single party of the first decades of the republic, the
Republican People's Party (RPP), represented the forces of the center, that
is, the military and civilian bureaucracy, in alliance with large landowners in
the provinces. This alliance was forged in: the years of the War of Indepen
dence (1919-1922), and it continued throughout the single-party period,
with the bureaucratic center clearly being the major partner. Other social
forces, such as the emerging industrial and commercial middle classes, the
incipient urban working class, and small- and medium-sized farmers, were
neither sufficiently integrated into the single-party apparatus nor given a
meaningful access to the governmental decision-making process. Thus, in our
defmition, these other groups can be designated as the forces of the periphery,
that is, those that were left outside the sphere of power and privilege of the
state apparatus.

In the single-party years, economic issues were discussed within the limits
of freedom provided by the ruling party. It should be stressed, in all fairness,
that the RPP never acquired totalitarian characteristics. As long as opposi
tion was not directed against the regime itself and its basic principles, differ
ences of opinion and even a certain degree of factionalism were tolerated
within the ruling party. Thus, two factions, one more etatist and interven
tionist and the other more liberal and private-enterprise oriented, could
clearly be observed in the 1930s and the 1940s. To be sure, intraparty
debates on etatism were carried out within the limitations of the party's
"populist" principles, which meant a complete denial of "class" differences.
Etatism, meaning an interventionist economic policy involving direct econo
mic activity by the state through its public economic enterprises, officially
became one of the six basic principles of the RPP in 1931 and was
incorporated into the Constitution in the constitutional amendment of 1937.
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Etatist policies were pursued with particular vigor in the 1932-1939 period.
The first five-year development plan was introduced in 1933. Even though it
was in the nature of a program for public industrial investments rather than a
comprehensive plan covering the entire national economy, it still remains
true that it was one of the first planning experiments outside the Soviet Union
at that time.4

The 1930s witnessed intense debates within the RPP on the definition of
etatism and on the extent of etatist policies. While the conservatives wanted
to limit the scope of public economic enterprises to those areas unattractive
to private investors because of the amount of capital needed or because of
low profits, the more radical wing of the party called for the establishment of
such enterprises wherever public interest deemed it necessary. Usually the
radical wing prevailed in the 1932-1939 period. New public economic
enterprises played an important role in the industrialization of the country.
The policy of industrialization was based on a concept of economic indepen
dence and autarchic development and was mainly oriented toward import
substitution industries processing domestically produced raw materials. Af
ter 1939, however, etatist policies were gradually abandoned. Especially
after the transition to a multiparty system in 1946, the conservative elements
within the RPP were able to liquidate etatism as a party policy in all but
name. This was an indication of the growing political influence of the
commercial and industrial middle classes, a fact which was also reflected in
the formation of an opposition party, the Democratic Party (DP).s

What interests us most here is the nature of the economic "issues" in the
single-party period, rather than the merits or drawbacks of etatist policies.
Both the quite lively intraparty debate within the RPP in the single-party era
and the RPP-DP conflict in the 1946-1960 period centered around the
proper role of the state in social and economic matters. This was a typical
center-periphery issue in the sense we defined the term. The forces of the
center (governmental bureaucracy and the bureaucratic faction of the RPP)
called for greater state intervention in the economy and a broader scope for
public economic enterprises, which meant greater power for the center. The
forces of the periphery (commercial and industrial middle classes and more
commercialized farmers), on the other hand, advocated less strict govern
mental controls and greater reliance on market and/or local forces-in other
words, more power for the periphery. In this conflict, neither side was
primarily interested in changing the structure of income distribution. The
main prize to be fought over was decision-making power more than a greater
share of national income.

One major exception to the preceding generalization about the absence of
income-distribution issues in the single-party era is the heated intraparty
debate on land reform in the mid-1940s. In 1945, the bureaucratic faction of
the RPP, strongly encouraged and supported by President inonii himself,
pressed forward for a land reform measure. The bill submitted by the
government to the assembly provided that private holdings in excess of 500
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hectares (and in regions where land was insufficient, those in excess of 200
hectares) would be expropriated to be distributed to the landless and land
short peasants. A still more radical provision was Article 17 of the bill, which
stipulated that agricultural holdings cultivated by sharecroppers, tenants, and
agricultural workers would be subject to expropriation, irrespective of the
size of the plot, to be distributed to those who actually cultivated it; in such
cases, the original landowner would be entitled to retain a piece of his land (a
minimum of 5 hectares) three times the size of the plot each grantee received.

National Assembly debates on the proposed bill show, perhaps better than
anything else, the nature of the RPP coalition. While the military-bureaucra
tic-intellectual wing of the party strongly supported the measure, representa
tives of local notables vehemently opposed it. The nonnally docile single
party assembly witnessed, for the first time in decades, a genuine and
protracted controversy. In fact, only inonii's detennined intervention seems
to have saved the bill. Finally, in June 1945, the law was passed by the
assembly. But for all practical purposes, it was stillborn. The RPP govern
ment did not have the courage to apply its radical provisions in the face of
strong opposition by large landowners. In addition, the newly establishedOP
was quick in coming to the defense of landowners. Interestingly, two of the
founders of the OP, Adnan Menderes and Refik Koraltan, had voiced strong
criticism against the bill during the National Assembly debates while they
were still in RPP ranks. Similarly, a great number of the RPP deputies were
either openly opposed to the law or gave it only nominal support. Conse
quently, many provisions of the Land Refonn Law remained on paper.
Finally, the law was amended in 1950 on the proposal of the RPP govern
ment so as to abolish the controversial Article 17, thereby limiting, in
essence, the land to be distributed to that owned by the state and pious
foundations (vakif). 6

Two conclusions can be drawn from the largely futile land reform attempt.
First, although land reform was certainly an issue with strong redistributive
implications, the conflict was not between the haves and the have-nots, be
tween large landowners and landless peasants. Itwas, again, between the forces
of the center, probably motivated, in part, by a desire to further strengthen the
"state," and the forces of the periphery (large landowners and their represen
tatives in the RPP). Second, the issue contributed to the rapid growth of the
OP by producing a cleavage between the bureaucratic and landowning
elements within the RPP. The OP, in addition to the widespread support it
received from the commercial and industrial middle classes, also found ready
support from a great many landowners because of their opposition to the land
reform. Thus, the OP represented the opposition of the periphery against the
RPP, the party of the center. The elections of 1950 were, in this sense, a
victory of the peripheral forces over the center. Ahmad' observes in the same
vein that "the victory of the OP was marked by the establishment of the
supremacy of the party over the state, the domination of politics over admini
stration."
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This characteristic of Turkish politics explains the socially heterogeneous
nature of both major parties, especially that of the DP. The DP coalition
brought together elements with potentially conflicting economic interests,
such as the emerging industrial and commercial middle classes, urban
workers, and small and big farmers in the more modernized regions of the
country, since their opposition to the bureaucratic center was stronger than
their opposition to one another. It also explains the lack of emphasis on
income-distribution issues in the 1946-1960 period. Thus, the main issues of
the period were related, in a broad sense, to the center-periphery cleavage,
for example, .the proper role of the central government's leadership in
economic development versus local initiative, the integration of the peasant
masses into the social and political life of the country, the proper place of
religion in society, relations between public bureaucracy and party organiza
tions, etc. Furthermore, in the second half of the 1950s, the DP government,
faced with growing economic difficulties and the relentless opposition of the
RPP, increasingly resorted to authoritarian measures, monopolizing the
state-owned radio for its own propaganda, and introducing certain anti
democratic changes in the electoral laws. As a result, constitutional issues
came to the fore and occupied an increasingly larger share of political
debates.

In the field of economic policy, the 1946-1960 period offered no clear
alternatives to the voters. "The RPP's contribution to the debate on the
economy was perhaps the most barren aspect of its role in opposition."8
Rhetoric on etatism aside, there was no fundamental difference between the
economic policies of the RPP and the DP. By the time the Democrats came
to power, the RPP had already made a number of important adjustments in
its etatist principles to make it more in line with a private-enterprise system.
It should be remembered that even in the heyday of etatism, this policy was
never conceived as inherently opposed to private enterprise. On the contrary,
its net effect was an unparalleled accumulation of private capital partly
through the aid of public investment programs and partly as a result of war
time economic conditions.9 The Democrats, on their part, "were committed
to the development of liberal capitalism, but their commitment to the rapid
expansion of the economy was even greater. Disappointed by the response of
private capital, they once more reverted to the state sector as the more likely
field for industrial expansion. State enterprises were modernized and their
productive capacity expanded; even the bureaucracy in charge of the state
sector doubled in ten years. "10

The RPP in opposition confmed its economic criticism of the DP govern
ments mainly to inefficiency, waste, corruption, and favoritism in public
investments. Politically motivated economic projects were criticized as
"election factories" in view of their uneconomic 10cations.II The RPP also
advocated the introduction of planning, but this was conceived less as an
instrument of ensuring a more equitable distribution of income than as a
means of using scarce resources more rationally and, presumably, of
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restoring some measure ofpolitical power to the state bureaucracy. Similarly,
the Democrats loathed planning not so much because of its equity implica
tions, but because ofits incompatibility with their antistate or antibureaucracy
posture. Once again we observe that what might superficially seem to be
entirely a distributional or resource-allocational issue is, in fact, an essen
tially "political" one related to the underlying center-periphery cleavage.

The same can be said of the RPP's stand against the DP's excessive
emphasis on rapid economic growth. One might have thought that this
opposition originated from a concern for equity in view of the widely asserted
trade-off between equity and growth. Or, alternatively, one could imagine
another possible conflict: If all-out growth promotion is believed to imply a
highly interventionist, centralized, planned economy, then the opposition
may prefer more economic freedom and decentralization at the expense of
somewhat slower rates of growth. Neither explanation, however, matches up
with the respective RPP and DP postures in the 1950s. For one thing, there is
little evidence indicating that the RPP's advocacy of slower rates of growth
was motivated by equity concerns. For another, it was the RPP, not the DP,
that was more inclined toward a centralized, interventionist economy. The
truth seems to be that the RPP posture against rapid economic growth was
largely based on the party's perception of the state interests. In the RPP's
image, a balanced budget was a prerequisite for a strong and stable state.
Deficit public spending and inflationary growth were opposed by the party
less because of their negative impact on equity than because of their destabi
lizing effects on the state. This is another indication of the pervasiveness of
the center-periphery cleavage in Turkish politics. Despite growing socio
economic inequalities under the Democratic administration, the RPP made
little systematic effort to base its appeal on equity or redistributive issues.

The center-periphery perspective would also help us to identify the deeper
causes of the 1960 Revolution. Basically, the revolution represented the
reaction of the center to its significant loss of power and prestige under the
DP governments. The center reacted with characteristic self-righteousness,
since in its world view the interests of the state were identical with those of
the center.

It should be remembered, however, that the center's reaction was directed
not only against its loss of political power and prestige but also against the
deterioration of its relative position in the structure of income distribution. In
fact, the inflationary policies of the DP governments hit the salaried middle
classes worst, even in absolute terms. Thus, there was a growing realization,
toward the end of the 1950s, within the military and civilian bureaucracies
that they were getting relatively and absolutely worse off. It may be the
equity-oriented character of the 1960 Revolution.

The Revolution of 1960 was certainly not a social revolution. Neither the
military officerswho planned and executed the coup, nor the civilian bureau
crats and intellectuals who fully supported it had any clear and coherent blue
print of socioeconomic reforms. This was only natural in view of the fact that
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throughout the entire 1946-1960 period equity issues had never been empha
sized by either of the major parties. However, the recognition of the growing
economic inequalities under the Democrats and the vague but widespread
feeling that there was something unjust about the operation of the economic
system gave the policies of the military government a somewhat egalitarian
character. Among their most important decisions, one may mention the
establishment of the State Planning Organization, the introduction of the
declaration of wealth which would make tax evasion more difficult, the
expropriation and distribution of the lands of 55 large landowners in eastern
Turkey, and the preliminary studies made of land and tax reforms.

Another measure taken by the National Unity Committee (NUC) was the
inclusion of agricultural income as a taxable category. This was to apply only
to large- and middle-sized farmers. Significantly, the agricultural sectors had
for many decades been exempt from the agricultural income tax. The efforts
to correct this deficiency had always been successfully met by the resistance
of landed interests through their influence on both major parties. This
influence was manifested OIice again when the civilian coalition government
ofinonu lowered the tax rates established by theNUC and further limited the
field of application of the new tax law. The revisions made by the NUC in
land and building tax rates met a similar fate. Interestingly, one of the few
conflicts between the NUC and the Constituent Assembly, in which the RPP
had an overwhelming majority, concerned the rates of land and building
taxes. Eventually, under the pressure of the civilian politicians and owners,
the NUC had to cut the proposed tax increases. 12

The Constituent Assembly established by the NUC, through a mixed
procedure of cooptation, appointment, and indirect elections, provided the
first genuine forum for a discussion of social and economic inequalities in the
country. In contrast to the strictly political sections of the Constitution,
which did not give rise to deep divisions within the assembly, some social
questions were, interestingly, the subject of much more heated debate. One
such debate was on Article 2 denoting the basic characteristics of the
republic. In the draft prepared by the Constitutional Committee of the
Assembly it was stated that "the Turkish Republic is democratic and secular,
it is based on human rights, and on the principles of the right to work and
social justice." During the debates, "the principles of the right to work and
social justice" were deleted from the article, and the term social state (Le.,
welfare state) was adopted as one of the principal characteristics of the
republic. Still, some members voiced their concern that the latter term was
also too vague and that it might be construed as socialism.

Another matter that provoked one of the longest and most impassioned
debates was that of expropriation of private land for land reform purposes
(Article 38). Many members thought that no such expropriation should be
made without full and immediate cash payment ofthe true equivalent value of
the land, which obviously would have made any serious land reform all but



Income Distribution as an Issue in Turkish Politics 63

impossible. Finally, the House of Representatives (the civilian wing of the
Constituent Assembly) accepted the possibility of payment in installments in
a period not to exceed five years. The NUC, which operated as the second
chamber of the Constituent Assembly, changed this period from five to ten
years. This amendment was eventually passed by the House of Represen
tatives.

A similar debate took place with respect to nationalization of. private
enterprises (Article 39). Again, many members expressed the belief that the
threat of nationalization would discourage private enterprise and thus slow
down economic development. Parallel to the provision adopted regarding
expropriation of land, the possibility of payment in installments, in a period
not to exceed five years, was finally accepted. The NUC changed the period
of payment from five to ten years, and the House of Representatives accepted
this amendment made by the NUC.13

Such Constituent Assembly debates on issues relevant to socioeconomic
inequalities and income distribution in Turkey are very informative from
several points of view. For one thing, they provided the first thorough
discussion of the issues in question. For another, they gave clues as to the
future political alignments in Turkey. It becomes clear from even a super
ficial reading of the Constituent Assembly debates that both political parties
represented in the assembly (the Republican People's Party and the Republi
can Peasants' Nation Party) were badly divided within themselves on such
issues. Especially some RPP members took up very conservative positions,
while others advocated more radical theses. One could have easily forecast at
the time a split within the party as soon as income-distribution issues came to
the fore. This did not take very long to occur. In 1967, a group of RPP
deputies and senators, led by ex-Professor Turhan Feyzioglu, resigned from
the party to form the Reliance Party (RP), accusing the RPP of having moved
too far left of center. In the early 1970s, the RPP experienced further
defections on similar grounds.

The Constituent Assembly debates are also interesting in that, because of
the corporate structure of the assembly, they provide us with rough indicators
of the positions of various social groups on questions regarding income
distribution (the House of Representatives was composed of the representa
tives of such organizations as the two political parties mentioned above, bar
associations, the judiciary, universities, unions, chambers of commerce and
industry, teachers' associations, the press, etc.). Based on an analysis of roll
call votes in the Constituent Assembly on important social and economic
issues, it can be concluded that (1) the NUC showed consistently greater
concern than the House of Representatives for equity (income-distribution)
issues; (2) within the house, members representing the labor unions, the
universities, the press, and the judiciary were more favorably disposed
toward equity issues than the others; (3) the representatives of the chambers
of commerce and industry were the most conservative on such issues, often
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limiting themse:lves to repeating classical arguments against state interven
tion in economy; and (4) political party groups, especially the RPP, dis
played very little unity on equity issues.

To put it differently, those members of the Constituent Assembly who
favored a more equitable distribution of income tended to come dispropor
tionately from the ranks of the military and civilian bureaucracy (i.e., the
elements of the center) as well as from the small group of labor represen
tatives. They were instrumental in the constitutional recognition of advanced
social rights for the industrial workers, as will be described below. The result
was a distinctly more egalitarian constitution than an entirely elected Con
stituent Assembly would have made at that time. One wonders about the
causes of such egalitarian attitudes on the part of the old elitist center. One
reason may have been self-interest in the narrow sense: The fixed-income
groups, having been worst hit by inflation, had become uneasy about a model
of economic development which had little regard for social justice. More
fundamentally, however, they may have been motivated by a desire to lay the
foundations of a new social and political alliance between the center and the
urban and rural low-income groups. In fact, only such an alliance could give
the center an electoral superiority against the peripheral forces led by the
industrial and commercial middle classes. Only by being a partner in such a
coalition could they expect to maintain, or rather regain, the power and
prestige they lost in the 1950s. This was also to become the main driving
force behind the RPP's opening to the left and its adoption of a "left-of
center" platform in 1965.

To summarize, the formation of income-distribution issues in Turkish
politics can be traced to the Revolution of 1960 and the period of the
Constituent Assembly that followed. Another interesting characteristic is
that such issues were first initiated and formulated not by their direct
beneficiaries, that is, urban and rural low-income groups, but by the represen
tatives of the old center, that is, the military and the civilian bureaucracy. As
will be shown elsewhere in this volume (see Chapter 12), there was little
working-class agitation for the advanced social rights as were finally embod
ied in the Constitution. In this sense, the Turkish pattern differs significantly
from the Western model where social rights were gradually gained as a result
of a long and painful struggle on the part of the working class. The same can
be said for the constitutional provision on latl;d reform, since there had never
been a real agitation for land reform among the landless peasants. Later
events have shown, however, that once such social rights have been intro
duced, they soon come to be valued highly by their true beneficiaries and thus
become real issues-hence our discussion of the normative framework in the
following section.

The Normative Framework: The Constitution of 1961

As pointed out above, the Turkish Constitution made "social state" one of
the principal characteristics of the Turkish Republic. Social state was used to
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denote "welfare state," as is more commonly known in the Anglo-American
world. At any rate, it can be defined as a concept of government which
upholds and justifies large-scale governmental intervention into social and
economic life with the aim of assuring social peace and social justice. The
Constitution entrusted the state with the responsibility of removing all
political, economic, and social obstacles that restrict freedom in such a way
as to be compatible with social justice (Article 10). It further stipulated that
economic and social life was to be r,egulated in accordance with social justice,
full employment, and the objective of assuring for everyone a standard of
living befitting human dignity (Article 41). Since government intervention
into economic life would require planning for such intervention to be rational
and effective, the Constitution also explicitly stated that economic, social,
and cultural development would be based on a plan. Thus, both planning as a
procedure and the State Planning Organization as an organization entrusted
with this task have become constitutional institutions (Articles 41 and 129).
In short, the Constitution conceived an active role for the state to redress
socioeconomic inequities and to ameliorate the distribution of wealth and
income.

With this aim, the Constitution has adopted four categories of measures.
One is taxation. The Constitution stipulated that every individual was under
obligation to pay taxes "in accordance with his financial capacity" (Article
61), thus implying both progressive taxation and the exemption from taxes of
minimum income. Of course, both had been introduced long before the
adoption of the Constitution. Now, however, they also received constitu
tional recognition.

The second category is land reform, which, as mentioned above, gave rise
to lengthy discussions in the Constituent Assembly. While the general rule in
expropriations is the full and immediate payment of the expropriation com
pensation, the Constitution made an important exception to this rule with
regard to expropriations carried out to distribute land to landless or land
short peasants. In such cases, the method of payment would be determined
by law. Where the law stipulates payment in installments, the period of
payment would not exceed 20 years (the original10-year period was changed
to 20 years in the constitutional amendment of 1971). In this event, the
installments would be paid in equal amounts and be subject to interest rates
prescribed by law (Article 38). The 1971 amendment, in addition to chang
ing the period of payment to 20 years, made another· important change by
introducing the provision that the compensation would not exceed the "tax
value" of the expropriated property. In the original version of the 1961
Constitution, this was stated as the "true value," and, in practice, the courts
interpreted the true value as the "market value." Thus, the Constitution,
especially after its amendment in 1971, prepared the legal ground for an
effective land reform.

A third category of constitutional measures with a potential impact on
income distribution is the nationalization of private enterprises. The
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Constitution allows nationalization provided that it is deemed necessary in the
public interest and that the nationalized enterprise is in the nature of a public
service. As is the case in land reform, the method of payment of the
compensation would be determined by law. In case the law provides payment
in installments, the period of payment cannot exceed 10 years (Article 39).

The fourth and, probably, the most important category is that of social
rights. Two groups of social rights were recognized by the Constitution.
Those in the first group protect workers in their relations with their employ
ers. These are the right of unionization, the right of collective bargaining, the
right to strike, and the right to a paid rest (Articles 44, 46, and 47). These
social rights are not, by their legal nature, different from classical freedoms
(e.g., the freedom of press, assembly, association, etc.) in that they do not
involve a "positive" obligation on the part of the state. To put it differently,
the state is under a "negative" obligation; that is, it is to refrain from
interfering with those rights and is to assure their full enjoyment. On the other
hand, a second group of social rights was proclaimed that impose a positive
obligation on the state. These included the right to social security, the right to
medical care and housing, and the right to education. They required positive
action by the state if they were to become effective. For example, Article 48
states that "every individual is entitled to social security. The state is under
the obligation of establishing or assisting the establishment of social security
and social welfare organizations." Article 49 makes it a responsibility of the
state to assure medical care for everyone and adequate housing facilities for
the poor and low-income families. Article 50 states that providing education
for the people is one of the principal duties of the state. Thus, primary
education is compulsory for all citizens, male and female, and is to be
provided free of charge in public schools. A further responsibility of the state
in the field of education is to assist poor but capable students through scholar
ship and other means.

Thus, the two kinds of social rights embodied in the Constitution are
supposed to work, albeit in different ways, in the same direction to reduce
socioeconomic inequalities. Social rights in the first group do not directly
affect income distribution, but they provide potent weapons for the industrial
workers, which, in the long run, should help improve income distribution.
Furthermore, these rights have the advantage of being legally enforceable
rights. In other words, rights to unionize, to strike, and to bargain collectively
can be enforced through court orders against both the state and the private
employers.

Social rights in the second group, on the other hand, have a direct impact
on income distribution, since they represent direct transfers from public
resources to low-income groups. They are not, however, legally enforceable
rights in the same way as are the former. In fact, the Constitution states that
"the state shall perform its duty to attain the social and economic objectives
stated in this section only to the extent of the adequacy of economic develop
ment and financial resources" (Article 53). Thus, public agencies can refuse
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to comply with the requests for such services on the grounds of the inade
quacy of their financial resources. Still, their inclusion in the Constitution is
not entirely ineffective, for it is conceivable that, under certain circum
stances, the Constitutional Court may invalidate an act of Parliament which
clearly disregards the state's obligation to provide health, education, housing,
and social security for its citizens. Furthermore, leaving aside the question of
enforceability, constitutional recognition is in itself an important political
factor, since it gives great moral support to those who are willing to push
these issues.

In fact, this seems to be the main political significance of the socially
progressive character of the 1961 Constitution. The constitutional recogni
tion of a certain social right tends to transform it immediately into an issue,
even though it may not have been one prior to such recognition. As we shall
see shortly, the Constitution had an undeniable impact in the incorporation of
many social planks in the programs of even conservative political parties.

Political Parties and Income-Distribution Issues

At present, six political parties are represented in the National Assembly,
the constitutionally more powerful branch of the bicameral Turkish legisla
ture. Two parties, the Republican Reliance Party (RRP) and the Democratic
Party (DP), are now rather inconsequential parties with two and one seats,
respectively. Among the remaining four, the RPP is the strongest with
41.4 percent of the vote in the 1977 elections and 213 seats out of a total of
450. The Justice Party (JP), which became the heir to the DP after the latter
was dissolved during the NUC period (1960-1961), is now the second
largest party with 36.9 percent of the vote and 189 seats. This represents a
considerable drop in the IP votes compared to the 1960s. The IP received an
absolute majority of the assembly seats in both the 1965 and the 1969
elections, with 52.9 and 46.5 percent of the vote, respectively. Between
themselves, the RPP and the IP hold about the 80 of the total valid votes cast
and almost 90 percent of the assembly seats. The two medium-sized parties
are the National Salvation Party (NSP) and the National Action Party
(NAP). The former has 24 seats with 8.6 percent of the vote, and the latter
has 16 seats with 6.4 percent in the 1977 elections.

The transformation of the RPP ideology from an essentially centrist
posture to a democratic leftist one and its development from a relatively weak
second party(28.7 percent ofthe total vote in 1965 and 27.4 percent in 1969)
to the strongest party with a near-majority status (33.3 percent of the vote in
1973 and 41.4 percent in 1977) attest to the growing importance of equity
issues in Turkish politics. It has been pointed out above that the constitu
tional debates of 1961 revealed the lack of unity within the RPP on equity
issues. The 1961-1965 period, when the RPP led three coalition govern
ments,t4 reflected this disunity and the party's inconsistencies on such
issues. On the one hand, new laws on trade unions, collective bargaining, and
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the right to strike were passed in accordance with the socially progressive
provisions of the Constitution. On the other hand, the RPP was careful, both
in its 1961 election platform and in the program of the coalition governments,
to assure the private sector of its support. The 1961 election platform stated,
for example, that the RPP "believed in the constructive and creative role of
the private enterprise in the economic development of the country." In all
areas of economic activity, except those specifically designated as state
monopolies in the party program, the growth of private enterprises would be
encouraged and their security for the present and the future would be assured.
Existing inequalities between public and private enterprises would be re
moved so as to render competition easier for the latter. Even the long-term
development plan was presented as an instrument ensuring the growth of the
private sector. Similarly, the RPP-Ied governments hedged on the land
reform issue, limited the scope of agricultural income tax, and encouraged
foreign capital. I5

The year 1965 was an important turning point in the history of the RPP.
That was the first time the party chose to make an opening to the left and to
describe itself as a "left-of-center" party. This was caused in no small part by
the inroads made into the party's intellectual support by the leftist Turkish
Labor Party and the rise of socialist ideology in Turkey.16 The party platform
for the 1965 elections included planks on progressive tax reforms, land
reform, and the introduction of general health insurance. It also promised to
increase the relative weight of the public sector in the oil industry and in the
exploitation of coal and strategic mines. It proposed to broaden the scope of
social security legislation so as to include small merchants, artisans, and free
professionals. However, the intraparty debate after the 1965 elections, no
doubt was influenced by the fact that the RPP vote dropped significantly in
this election. The debate became particularly intense after the election of
Biilent Ecevit, the leader of the party's left wing, to the post of secretary
general in the 19th Party Congress in October 1966. A group led by
Professor Turhan Feyzioglu severely criticized the new secretary-general
and the party's opening to the left; failing to win their fight in the 4th
Extraordinary Party Congress convened in April 1967, Feyzioglu and his
friends resigned from the party, to be followed by the resignations of 48
members of Parliament. This group formed the Reliance Party.

The intraparty debate surfaced again after the 1969 elections; this time,
opposition against Ecevit was led by such old party leaders as Nihat Erim
and Kemal SatIr. The factional strife finally ended in the 5th Extraordinary
Party Congress (May 6-7, 1972) which led to the resignation ofin6nii from
party leadership (and eventually from the party itself), the election of Ecevit
as the party leader, and the resignation ofthe inonii supporters from the party.
This group ofcentrist parliamentarians first formed the Republican Party, and
in the wake of the 1973 elections they jointed Feyzioglu's Reliance Party,
which changed its name accordingly to the Republican Reliance Party. 17

Thus, after much internal dissention and two splits, the RPP finally
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restored its unity and entered the 1973 elections with a much more detailed
and coherent platform, called "To the Bright Days" (Ak Gun/ere), concen
trating heavily on equity issues. The results of the 1973 elections showed a
significant upward swing in the party's electoral strength (an increase of
nearly 6 percent of the total vote). The 1973 election platform constituted the
basic frame of the new party program adopted by the 23rd Party Congress
convened on November 27-30, 1976. The following discussion of party's
posture regarding equity issues is essentially based on this program.

In the words of a leading Turkish columnist, the principal policy difference
between the RPP and the JP can be summarized as follows: The RPP is
primarily interested not only in economic growth but in a "just and balanced"
distribution of the benefits of such growth. Furthermore, the RPP does not
see a necessary conflict between growth and equity. For the JP, on the other
hand, the first priority is economic growth. Excessive concern with redistrib
utive issues would slow down this process, which would in tum result in the
equalization of poverty, not of welfare. Only rapid economic growth can, in
the long run, eradicate poverty and thus put an end to the worst form ofsocial
injustice. According to the well-known motto of this philosophy, "slices
cannot get bigger unless the pie itself gets bigger first."18 Although it may be
an exaggeration to reduce the policy differences between the two major
parties of Turkey to a single dimension, ipek<;i's observation contains a good
deal of truth. Actually, his article immediately followed a heated debate
between Ecevit and Demirel, in which Ecevit criticized Demirel's conception
of growth (buyume) by distinguishing it from development (geli~me). In
Ecevit's words, the country needs development, not growth. Growth is a
mechanical and quantitative concept, whereas development includes growth
as well as such other nonmaterial objectives as equity, balance, justice, and
welfare. In the RPP's view, development is an organic whole with all its
economic, social, political, and cultural aspects; it cannot be reduced to a
simple concept of growth.19 The new RPP program also states succinctly that
"a just order cannot be established through unjust means, and humanitarian
objectives cannot be attained through inhuman ways."20

The RPP program adopted in 1976 emphasizes "social justice" as one of
the main ingredients of its "democratic left" ideology. The party believes that
it is unnecessary and unjust to defer social justice until higher levels of
economic growth are achieved. Populism, as understood by the RPP, in
volves "a just and humanitarian order" that rejects all sorts of privileges,
exploitation, and oppression. The party aims at the removal of all obstacles
hindering the free development of human personality, assuring social soli
darity and equality of opportunity for all. More specifically, it sees a "just
and balanced" income distribution as one of the prerequisites of such a social
order. While striving for justice and balance in income distribution, the party
will try to make income proportionate to the social and humanitarian useful
ness of the work or of the enterprise and to the difficulties and dangers
involved in them. At the same time, no one's income should be below the
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level required for standards of living befitting human dignity. These are the
principles according to which income inequalities should be gradually re
duced. One cannot speak of the "true and healthy development" so long as
rising national income is not equitably distributed among individuals and
among regions.

As to the more specific means of reducing income inequalities, the RPP
program emphasizes tax and price policies, structural changes in economy,
reorganization of public services so as to give priority to low-income groups
and underdeveloped regions, and assuring equality of opportunity in educa
tion. Of structural changes, an important one is land reform. The party
program rightly observes that, unless a land reform is carried out, public
works and other agricultural investments, as well as agricultural price
support policies, will only increase existing inequalities-hence the party's
slogan "land to the tiller, water to the user." Another structural change
proposed by the party is the rather vague notion of a "popular sector,"
supposedly a third sector which will exist side by side with public and private
sectors and will be based on the economic enterprises established by trade
unions, cooperatives, social security organizations, local government bodies,
public enterprises, and popularly based corporations. The popular sector is
conceived as a means of assuring both higher rates of economic development
and a more equitable distribution of income.

It should be clear by this brief discussion that the RPP considers income
equality in terms of "top-to-bottom" equality. Even though inequalities
among regions and between urban and rural areas are specifically mentioned
in the party program, the main thrust of the latter is much more general. In
other words, reducing top-to-bottom inequality is one of the main pillars,
even the cornerstone, of the RPP doctrine. It is a prerequisite of the "just and
humanitarian social order" that the party aims to create.

In contrast, income-distribution issues occupy a much less central place in
the program and platforms of the JP. The JP tends to see the problem mainly
in terms of "low-end poverty." The official JP documents as well as party
leaders' speeches are full of references to the eradication of "poverty, un
employment, and ignorance" as one of the fundamental aims of the party.
The JP emphasizes reducing interregional and urban-rural income differ
ences, as well as providing better social security to greater numbers, rather
than changing the overall structure of income distribution. The party platform
for the 1977 elections, for example, states that the fruits of economic
development shall be distributed among the masses and among all regions of
the country in a just and balanced way, and it promises improvements in the
standards of living of all low-income groups, such as peasants, workers,
artisans, public employees, and retired people.21 More specifically, the JP
platform includes planks on a general health insurance and an assured
minimum family income. The Nationalist Front government led by Demirel
introduced legislation in 1976 providing income for the aged and the disabled
in need of care, and this measure was hailed in the 1977 platform "as the
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greatest social work of the Turkish state."22 The JP, in other words, supports
socia/welfare state in a rather narrow sense; it is willing to provide social

_security and other benefits to those below the poverty line to the extent that
economic development permits it, but it is against structural changes which
effect a more radical redistribution of income.

The National Salvation Party (NSP), while primarily interested in the
revival of Islamic social and political values, has nevertheless shown a
concern for social justice. The NSP criticizes the democratic leftist doctrine
of the RPP for sacrificing the interests of the individual in the name of the
society and for being unable to achieve economic growth. At the same time, it
criticizes the liberal-capitalist doctrine of the JP for its having led to the
exploitation of the masses by a few. The NSP, it claims, would combine
rapid economic development with a just distribution of income. Some of the
policies proposed by the NSP are heavily tinged with a religious color. For
example, in its view, high rates of interest are responsible for the plight of the
low-income groups. However, the party's 1977 election platform included
some socially progressive planks such as the exemption of minimum wages
from taxation, workers' participation in the management of the enterprises
and their sharing in the profits, introduction of unemployment insurance, etc.

Finally, the National Action Party (NAP) combines ardent nationalism
with some concern for social justice. Like the NSP, the NAP criticizes both
the socialist and capitalist models of economic development and advocates
what it calls a "national economy." Although some ingredients of this model
may have been inspired by fascist doctrines, the party's platform includes
planks to reduce income inequality, such as encouragement of the "national
sector" (not unlike the RPP's proposed "popular sector"), extension of
social security, introduction of unemployment insurance, workers' parti
cipation in the ownership and management of the enterprises, and reduction
of urban-rural differences.

To summarize, all Turkish parties seem to have accepted at least the
minimum requirements of the social state. The JP appears to be unwilling to
go beyond such minimum requirements, while the RPP is the only party
prepared to introduce relatively radical changes in the structure of income
distribution. The NSP and the NAP occupy an intermediate place between
the two major parties. Although both subscribe to ideologies centering
around cultural, rather than economic, issues, interestingly they both include
in their program heavy doses of socioeconomic planks.

The Constitutional Court and Income Distribution

The Constitution of 1961 established a system under which the constitu
tionality of laws would be judicially reviewed primarily by the Constitutional
Court. Thus, the Constitutional Court gained an important role in the making
and implementation of public policies affecting income distribution through
its interpretation of the constitutional principles embodying redistributive
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values. Especially relevant in this regard are the principles of equality and of
social state.

The court construed equality in a strictly legal sense, that is, equality
before law. In this sense, equality meant equal treatment of people under
similar circumstances, unless there is a "just reason" for not doing so. More
specifically, equality meant the absence of discrimination on the basis of
language, ethnicity, sex, political and philosophical beliefs, religion, or sect.
Thus, equality, as understood by the court, did not include social and
economic equality, not even equality of opportunity.

On the other hand, the court upheld the principles of social state and
social justice in many of its decisions. But these principles were not given a
radically egalitarian content. The court stated, for example, that the principle
of social justice protects not only the workers, but also the employers and the
other groups in the society.23 Furthermore, the effects of social justice were to
be limited by other constitutionally recognized rights, such as the right of
property and the freedom of contract.

Three landmark decisions by the court show its rather cautious and
conservative interpretation of social state. In one of them, the court found
rent controls unconstitutional, even though it accepted in principle that the
legislature could regulate rents in view of protecting public interest. In the
court's opinion, however, the then-existing rent-control system created in
equality between the house owners and the owners of other forms of capital,
since the latter were not subject to comparable limitations.24

In another decision, the court stated that the term "true equivalent value"
mentioned in the Constitution as the basis of compensation in expropriations
meant the "full market value" of the expropriated property on the day of the
expropriation. Consequently, the court found the law in question unconstitu
tional· since it had established the declared tax value of the property as the
basis for compensation.2s

This constitutional clause itself was amended in 1971 so as to substitute
"tax value" for the "true equivalent value." This was done especially with a
view to facilitating land reform, a favorite item in the reform program the
military was pressing upon the "above-party" government of Nihat Erim.
The Land Reform Law of 1973 and its limited application in the pilot
province of Urfa were based on this new concept. In 1977, however, the
Constitutional Court also found this constitutional amendment unconstitu
tional. The Constitution limits the jurisdiction ofthe court regarding constitu
tional amendments to matters of form and does not extend it to matters of
substance. But the court, through a very circuitous interpretation, considers
all matters endangering the republican form of government as matters ofform
and sees it within its powers to declare unconstitutional any constitutional
amendments it deems contrary to republican principles. Thus, the court held
that the tax value amendment in Article 38 of the Constitution was destruc
tive of the essence of the right of property, which should be upheld and
protected by a republican government as defined by the Constitution.26 This
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decision was widely criticized both because of its dubious legal logic and
because of its highly negative impact on land reform.27

Such examples from the Constitutional Court decisions showed that the
court was rather conservative and restrained in its interpretation of social
state and social justice. It did not display in social and economic matters the
liberal and activist approach it generally pursued in protecting classical civil
liberties. It often gave priority to the protection of property rights over social
justice and egalitarian values. Thus, the court's impact on income redistribu
tion has so far been essentially negative.

Politics of Planning and Income Distribution

As mentioned above, the State Planning Organization (SPO) was created
by a law passed by the NUC on September 30, 1960. "The military rulers,
many of whom were staff officers, were fairly sympathetic to the concept of
planning. Under their aegis the process moved along more rapidly than it
would have otherwise done."28 Indeed, later events showed that the military
and political parties had different views as to the role to be assigned to the
planners. While the planners were given a relatively free hand within broadly
defmed economic goals during the NUC rule, they began to have an increas
ingly difficult time under the civilian governments. It may be assumed that
many civilian politicians resented what they considered to be an encroach
ment upon their authority by a group of technocrats. Both under these strains
and as a result of serious policy differences with the inonii government,
almost all top planning officials appointed by the NUC resigned in Septem
ber 1962.29 Eventually, the SPO "was reduced to what the conservative
politicians had originally intended it to be: a bureau to plan government
investment. ... The SPO did not become the instrument of development that
it might have been, aimed not merely at the physical growth of wealth within
the established social structure, but at the peaceful transformation of the
existing systems."30

Still, the first five-year development plan (1963-1967) voiced a deep
concern for equity issues. This was due, for one thing, to the strong reformist
orientations of the first group of top planning officials who had already
completed the draft of the plan by the time they resigned. Furthermore, Prime
Minister inonii and the RPP, which led the coalition government, were more
favorably disposed to planning and socioeconomic equity than the conserva
tive parties. The plan states, for example, that "the achievement of a high
growth rate and the consequent rise in incomes is not the ultimate aim. The
real aim is to promote social welfare. It is for this reason that the importance
of social justice has been emphasized in the 'Plan Objectives and Strategy'
and the means of achieving this have been outlined. In the Development
Plan, both with regard to the contributions to be made to development efforts
and to sharing of the benefits ofdevelopment, the aim has been to promote an
equitable income distribution.... The fundamental purpose is to achieve
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equilibrium among the objectives of social justice, employment and balance
of payments at a high income level. ... Per capita income and consumption
expenditures are not the only indicators of individual welfare. The distribu
tion of income is also an important factor affecting the welfare of individuals.
One of the targets is to achieve a fair distribution of income."

The plan also pointed out the effects of inflation on income distribution in
the 1950-1960 period. It observed that "inflation altered the income distri
bution in the country in a very unjust direction. The burden of inflationary
finance was imposed on a limited group of the population and the real
incomes of fixed income recipients diminished steadily."

Among the measures to reduce socioeconomic inequality, the first five
year development plan stressed tax reforms, public services, and social
security. With respect to taxes, it maintained that "the taxation measures to
be adopted will distribute the burden of development on a more equitable
basis and will also serve the purpose of social justice." More specifically,
"tax bases for yearly incomes derived from properties will be determined
more realistically." Regarding social services, it was observed that such
services as health and education had an important bearing on social welfare.
"The principle adopted in distributing these services is to achieve equality
both between groups and between regions in providing these services. It is
expected that expenditures for these services will affect the welfare of
individuals in a cumulative manner." The establishment of an extensive
social security system was another means to improve income distribution.
The plan stated that "in the coming fifteen years, the scattered and limited
social insurance system that exists at present will be unified and gradually
expanded to form a comprehensive social security system." Finally, the plan
observed that "in Turkey there are great differences among regions from the
standpoint of the volume of economic activity and income levels as well as of
social services and facilities. The second important objective of planned
development is to reduce the existing inequalities between regions and attain
balanced interregional development. "31

The second five.;.year development plan (1968-1972), adopted under the
JP governments, stressed, as can be expected, economic growth at the
expense of social justice, while paying lip service to the latter. The objective
of the second plan was summarized as follows: "The Second Plan aims at
strengthening the structure of the Turkish economy to a level capable of
sustaining a high rate of growth through efforts consistent with the principles
of social justice and of equality in opportunity and, consequently, it aims at
raising the standard of living of future generations rather than raising the
physical welfare or consumption level of the community during the period
1967-1972.... The objectives of the Second Five-Year Plan will be, on the
one hand, to achieve a rapid and sustained increase in per capita income,
while on the other, to achieve a balanced development between various
regions and income brackets, to secure possibilities of employment for a
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greater number of people, to share the benefits and burdens of the develop
ment with equity and within the principles of social justice, and to attain an
efficient and stable improvement in the social and economic structure." The
plan noted the conflict between the objectives of securing high rates ofgrowth
and of raising the consumption levels of the present generation. It main
tained, however, that "as a result of the policies to be followed to ensure a
more equitable distribution of rising income, and to achieve a balanced
development between the various regions, the standard of living of the low
income groups of the community will rise at an above average rate."32

This emphasis on growth was repeated even more vigorously in the third
five-year development plan (1973-1977), again reflecting the values and
priorities of the JP. While the plan recognized that income distribution was
imbalanced, it argued against redistributive measures which would have a
negative impact on the rate of economic growth: "At a certain level of
income, even if it were possible to raise the standard of living of certain
income groups through measures improving income distribution, such an
approach would limit the growth potential of the country by slowing down
capital accumulation, and thus retard the achievement of a higher standard of
living in the future. Consequently, the improvement of income distribution
among various income groups and regions and the extension of the social
security system to include the entire society are accepted only as long-term
objectives. In the short run, however, it will be made possible that everybody
receives a share of the rising income sufficient to meet his minimum require
ments."

Similarly, the third five-year development plan maintained that at
tempts to eradicate interregional differences in development may, in the long
run, slow down capital accumulation and economic growth by causing an
economically inefficient use of resources. Therefore, priorities in the choice
of location for nationally productive investment must be based on economic
criteria.33 In short, both in terms of personal and interregional income
distribution, the plan viewed economic development and social equity as
necessarily incompatible objectives in the short run and gave strong priority
to the former. The analysis of development plans thus indicates a clear
contrast between the approaches of the RPP and of the conservative parties
to equity issues. The fourth five-year plan, currently in preparation under the
RPP government, will probably make such contrast still more visible.

Political Dynamics of Income-Distribution Policies

As I have tried to show elsewhere,34 Turkey is a good case supporting the
association between the level of socioeconomic modernization and the rela
tive importance of economic (more specifically, redistributive) issues in
electoral policies. As socioeconomic modernization proceeds, such issues
come to playa greater role in determining party preferences, indicating a
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trend away from the center-periphery cleavage and toward an increasingly
salient class cleavage. A particularly good piece of supporting evidence is the
changing political behavior of the urban low-income groups in Turkey.
Throughout the 1950s and the 1960s urban low-income neighborhoods,
particularly the squatter (gecekondu) areas inhabited by recent urban mi
grants, were the strongholds of the DP-IP. Such predominant lower-class
support for a conservative party may, at first glance, seem paradoxical. Yet,
in view of the substantial social mobility displayed by urban migrants, it is
hardly surprising that they gave their support to a party which they perceived
as instrumental in bringing about this change. Also, the fact that party
alignments in Turkey were, until recently, based on a center-periphery, rather
than on a class, cleavage contributed significantly to this paradox. The urban
poor constituted a peripheral force in the sense described above, and they
identified more readily with the commercial middle classes (another peri
pheral force under the single-party rule) than with the bureaucrats and
intellectuals, that is, the representatives of the center.

Thus, in the 1960s the IP maintained an overwhelming two-to-one to
three-to-one superiority over the RPP in the gecekondu neighborhoods of the
three largest cities (Istanbul, Ankara, and Izmir). This pattern started to
change in 1969 and was radically altered in 1973 and 1977. While the RPP
more than doubled its percentage of votes in the low-income neighborhoods
of the major cities, the IP lost about half of its own, so that the RPP now
enjoys a clear superiority among the urban poor. This may be considered a
favorable response on the part of the urban low-income groups to the new
social-democratic orientation of the RPP and an indication of their greater
concern for equity issues.3s

Another interesting finding emerging from our election studies is that the
combined RPP-IP vote shows a clear positive association with the level of
provincial modernity. If it is true, as the preceding analysis implies, that the
RPP and the IP differ from each other chiefly on equity issues, then the
combined vote for the two parties may be taken as an approximate indicator
of the relative weight of such issues in determining voters' preferences. One
may hypothesize, therefore, that the higher the level of socioeconomic
modernity, the greater the role played by equity issues in electoral politics.
Conversely, the NSP and the NAP, which base their political identity and
electoral appeal on cultural rather than equity issues (Islam for the former,
extreme nationalism for the latter), perform distinctly better in the less
developed regions of the country.36

We may observe, at present, widespread popular support for redistributive
policies, even if such support is not always clearly articulated. This explains
the substantial electoral gains of the RPP since the 1969 elections, the NSP's
and the NAP's expressed concern for social justice, and'even the IP's half
hearted attempts to extend and improve social security. Obviously, the
Right's electoral strategy has been to couch issues in cultural terms (e.g.,
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nationalism, anticommunism, the unity of the nation, adherence to "national
and moral values," etc.) to prevent the Left from gaining an absolute majority
on the basis of its appeal on equity issues. This strategy was at least partially
successful in the 1977 elections.

Finally, one may hypothesize a relationship between the level of political
participation and the overall amount of electoral support for redistributive
policies. As Huntington1md Nelson37 have observed, the "populist" model of
development involves policies both reducing socioeconomic inequalities and
increasing political participation, while the opposite model (the "techno
cratic" model) tends to restrict participation and to increase inequality.
Turkish parties seem to have become at least instinctively aware of the
implications of these models. Thus, it is no coincidence that the RPP, which
clearly favors redistributive policies, also strongly emphasizes a "participa
tory democracy" based on a "more widespread and effective political parti
cipation." Similarly, the JP combines conservative attitudes toward income
distribution with a concept of democracy which is more representative than
participatory.

Indeed, a good part of the new RPP program adopted in 1976 is devoted
to measures intended to make democracy "more comprehensive, more
effective, and more genuine." In the words of the program, the application of
democratic principles shall be continuously extended to encompass all areas
of social life. For example, voting age shall be lowered to 18, and Turkish
citizens living abroad shall be granted the right to vote. In the institutions of
higher education, students as well as teachers and other employees shall
actively participate in the decision-making process. Similarly, workers shall
participate in the management of public economic enterprises. Government
employees shall be granted the right to unionize and the right to collective
bargaining as well as a significant say in determining their working condi
tions. Furthermore, local and city governments shall be granted more exten
sive powers vis-a-vis the central government, and they shall provide oppor
tunities for their residents to participate directly in their local or municipal
affairs. Cooperative organizations shall be encouraged, and they shall parti
cipate in the planning and decision-making process of those government
departments directly relevant to their field of activity. The principles of
participatory democracy shall also apply in the management of social securi
ty organizations.

To make democracy "more effective," the new RPP program proposes
measures that would provide social and economic opportunities to all to
ensure full and equal enjoyment of democratic rights and liberties. Among
these measures, the program emphasizes the introduction of land reform,
encouragement of the "popular sector," more effective organization and
unionization of the labor force, and social security for all. Finally, to make
democracy "more genuine," the program envisages such legal-political mea
sures as the repeal of certain limitations on the freedom of speech, freedom of
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press, the right of assembly, and the right to form political organizations. In
more practical terms, these measures would include the legalization of
communist organization and propaganda in Turkey.

Thus, the RPP programs seems to be aware of the fact that increasing
socioeconomic equality tends to go together with expanding political parti
cipation. What it fails to see, or does not wish to admit, is that such a
combination may also mean lower rates of economic development. Describ
ing the causal sequence in the "populist model of development," Huntington
and Nelson38 note that "high and increasing levels of political participation
go with expanding governmental benefits and welfare policies, increasing
economic equality, and, if necessary, relatively low rates of economic
growth. The logic of this pattern or evolution leads toward increasing social
conflict and the polarization of society, as more groups become participant
and attempt to share in a stagnant, or only slowly growing, economic pie."

A similar awareness of the dynamics of the relationships among the vari
ables of development, participation, and equality also seems to exist within
the JP and the other conservative parties in Turkey. We have noted above
that the JP emphasizes economic growth at the expense of socioeconomic
equality. Furthermore, this is coupled with a rather abstract and conservative
view of democracy and popular participation derived from the old notion of
national sovereignty. In this view, sovereignty belongs unconditionally to the
nation, which exercises it through its sole representative, the Turkish Grand
National Assembly. National will manifests itself only at elections, and
between two elections the Grand National Assembly has an absolute mono
poly on its exercise. "No other person, group, or institution may have a claim
to represent national will ... or become a partner to the right of national
sovereignty."39 Consequently, the JP has an essentially negative view of all
kinds of efforts by mass organizations aiming at influencing the exercise of
legislative authority. More particularly, it is against political activities of
trade unions, professional organizations, and voluntary associations. Once
national will is declared through elections, politics should be left to politi
cians, that is, the only legitimate representatives of the nation. Political
activities of nongovernmental bodies create obstacles to the attainment of
strong and stable government, a crucial aim so often stressed in the JP docu
ments. The JP is also strongly against extending political liberties to commu
nist ideas and organizations.40

If the RPP doctrine conforms to the outlines of the populist model of
development described above, the JP doctrine thus approximates the "tech
nocratic" model, "characterized by low levels of political participation, high
levels of investment (particularly foreign investment) and economic growth,
and increasing income inequalities. This model assumes that political partici
pation must be held down, at least temporarily, in order to promote economic
development, and that such development necessarily involves at least tempo
rary increases in income inequality."41 To be sure, this statement must be
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qualified in that the JP, operating in a competitive political environment,
never resorted to repression to hold down political participation, except
against what it perceived as the extreme left. The full application of the
technocratic model in recent Turkish politics may be found in the 1971-1973
interim period followed by the military memorandum of March 12, 1971.
This period witnessed the curtailment of political liberties, repression of
political participation, and increasing economic inequality. In Chapter 13
Aksoy convincingly demonstrates that governmental policies in the martial
law period were definitely antilabor and that real wages declined for the first
time since 1951. Ironically, the JP found itself in support of most of the
policies urged by the military leaders who forced Mr. Demirel to resign.
Equally ironically, the military's not-so-subtle pressure upon the assembly
served to pass those constitutional amendments which the JP had long been
advocating but had been unable·to accomplish.42

The Huntington-Nelson43 analysis also suggests, however, that bothpopu
list and technocratic models of development have vicious circles of their own.
In the technocratic model, the "widening gap between rich and poor, com
bined with governmental efforts to repress political participation [may] build
up stresses and pressures and lead eventually to a 'participation explosion,'
which will overthrow the existing political system and may alter fundamen
tally the social and economic structure." The civil strife and strains generated
by the populist model, on the other hand, "may eventually lead either to the
total disruption of the society by civil war or to a 'participation implosion,' in
which the military seize power and suppress participation by other social
forces."

Although neither of these extreme predictions has yet materialized in
Turkey, political events in recent years indicated that neither is an altogether
unrealistic possibility. The 1971-1973 martial law period was a close
approximation of the technocratic model. Since 1973, Turkey seems to be
following the populist path. Increasing politicization and participation, cou
pled with more egalitarian policies and a falling rate of economic develop
ment, are leading to increasing polarization, social strife, and political
violence. While such strife cannot be attributed solely to redistributive
demands, it is true that many seemingly noneconomic conflicts reveal, on a
closer look, an equity or distribution dimension. The NSP's stress on Islamic
values, for example, would have been much less effective had it not been
coupled with the articulation of the demands of small Anatolian business
men to increase their share vis-a-vis the big business groups in Istanbul.
Similarly, the NAP's success in creating a militant, dedicated, violence
prone militia would have been much more limited had many of such youths
not had deep frustrations about the possibilities of a meaningful advancement
in society. It is no exaggeration to conclude that the complex relationships
among development, participation, and equality will provide the key to the
future of Turkish politics.
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CHAPTER 4

The Structure ofIncome Inequality
in Turkey (1950-1973)

Kemal Dervi~ and Sherman Robinson

Introduction and Framework of Analysis

An attempt to describe the sources of overall inequality and the structure of
income distribution in Turkey over the past decades is in many ways an
overambitious task. Conceptually, income inequality is a concept without a
universally agreed upon and accepted definition. From an empirical point of
view, income-distribution statistics are the hardest of all figures to get.
Inequality is really a much harder notion to discuss and analyze than many
other economic concepts. When discussing economic growth, for example,
the GDP growth rate is a good and fairly well-accepted indicator of per
formance. It is not always a sufficient indicator and should not be used
mechanically, but the empirical and normative problems associated with its
use are simple when compared to those that arise in the process of attempting
to construct indices of equity or overall measures of inequality.

It is, for instance, possible that two countries characterized by identical
overall distributions nevertheless represent types of inequality that are very
different in nature. Furthermore, from a normative point of view, any given
degree of inequality may be more or less acceptable depending on its source.
Although such a view is widely shared, it is nevertheless true that very often
countries are ranked only by degree of overall inequality, without regard to
structural differences in the nature of this inequality.

In this chapter we shall attempt to describe and analyze some ofthe major
sources of inequality in Turkey. After describing the basic methodology, we
shall explore the dual structure of the economy with a simple two-sector
analysis covering the period from 1950 to 1973. We shall then turn to an
analysis of the 1973 income distribution by 11 socioeconomic groups and 8
regions.

Methodology!

Assume that one is able to distinguish n different socioeconomic groups
that constitute a complete and mutually exclusive decomposition of society.

83
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The distribution of income within each group can be represented by a dis
tribution function of the form

ii(y 18i)' 1 = 1, ... , n,

where y refers to the income variable, 8 i is a vector of parameters character
izing the distribution function, and ii reflects a particular functional form
characterizing the distribution within group i. The overall distribution if in
come in society is a linear weighted sum of the individual group distributions:

f(yI8) =
n

I w/i (yI8 i).
i=1

The weights Wi represent population shares, and the vector 8 is the set ofall
within-group parameters 0i' Ifwe denote the mean income in each group by J.Li'
the economy-wide average income by J.L, and the within-group variances by u;,
then the overall variance of incomes in society is given by the formula

n n
u2= I w.a~ + I w.(J.L. - J.L)2.

i=1 1 1 i=1 1 1

Intuitively it is clear that overall inequality in a society is a function of
inequality within specified socioeconomic groups, inequality between these
same groups, and finally the numerical weights these groups carry in the
society. This is reflected in the formula above, which is essentially a statistical
decomposition of variance.

The variance of income is not usually used as a summary measure of
inequality-the log variance is a much more commonly used measure. One
reason is that the log variance is a measure of relative inequality. A pro
portional change in all incomes leaves the log variance unchanged, while such
a proportional change will alter the variance. The decomposition of variance
formula can also be used for log variances by simply defining U; as the within
group log variance and J.Li as the within-group log mean income. In most ofour
discussion we shall adopt the log variance as an overall measure of inequality.
We shall also assume, for some of our decomposition analysis, that the
within-group distribution functions ii(yI8i) are log normal. Given this as
sumption, it is possible to derive various other inequality measures such as
the Gini coefficients from knowledge of the means and log variances.

Suppose for an instant that all groups are perfectly homogeneous with no
within-group variances in incomes. We thus have

n

u2= i':lWi(#Li - #L)2.

In this case overall inequality would increase whenever one group's
income moves farther away from the economy-wide average and/or whenever
the weight of a group characterized by greater distance from the mean
increases with respect to the weight of a group closer to the economy-wide
average.
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If, on the other hand, we assume that all groups are characterized by an
identical mean income but that within-group variance is positive, we have

n
(12 = 1:. W.~

i=1 I I

Now overall inequality increases whenever inequality within one group
increases and/or whenever the weight of a group characterized by relatively
high variance increases relative to the weight of a group displaying lower
variance.

In the general case of different mean incomes and positive within-group
variances it is still true that, all other things held constant, an increase in in
equality within anyone group as well as an increase in the distance between
anyone group's mean income and the economy-wide average will increase
overall inequality. The impact ofchanges in group weights is more difficult to
analyze since the "within-group variance" effect must be analyzed in con
junction with the "distance between groups" effect.

It is these basic decomposition notions that will be used to analyze the
structure of inequality in Turkey with the aim of providing an overview ofthe
major sources of inequality. Of course overall inequality is not always the
only, or even the most interesting, aspect of an income distribution. As
suming within-group log normality will allow us to conduct a more extensive
analysis in terms of the shares of various percentiles and the overall structure
of inequality.

The data sources we have used include the national accounts, the popu
lation census, some industrial surveys and censuses, and the 1968 and 1973
Bulutay and SPO income distribution data, derived from population and
fertility surveys conducted for those years by Hacettepe University. The data
are far from sufficient for a complete analysis of the entire 1950-1973 period.
In particular it is not really possible to arrive at a detailed decomposition of
the income distribution prior to 1968. We have therefore had to confine our
long-run analysis to an aggregative two-sector model that covers the entire
1950-1973 period. We then proceed to a much more detailed analysis of the
distribution in 1973 at a given point in time, using the Hacettepe survey data.
We have also made an effort to reconcile some of the differences and
inconsistencies between the survey data and the national accounts. As stated
at the outset, an overall analysis of income distribution is a very difficult task.
But although a complete analysis remains beyond reach, important insights
can be gained from the available data, and it is certainly worth trying to push
the analysis as far as it can go.

Dualism and Income Distribution in Turkey: A Two-Sector Analysis

It is often argued that much of the overall inequality in developing coun
tries can be explained by their "dual" structure. There is less agreement,
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however, on the appropriate definition of duality. In the original dual
economy surplus labor model, W. A. Lewis distinguished between the
"modern" capitalist sector and the "traditional" low-productivity, low-saving
sector. The various extensions of the surplus labor model distinguished
between the"agricultural" and "nonagricultural" sectors, implicitly equating
them with the "traditional" and "modern" sectors. The distinction is also
often made between the "urban" and "rural" sectors, usually defined by size
of settlement (in Turkey, urban areas are defined as those with 10,000 or
more inhabitants). The equation is also often made among "rural" and
"agricultural" and "traditional"-although it is not always an appropriate
assumption. In many countries, rural workers earn a significant part of their
income from nonagricultural pursuits, and even formal models have come to
recognize the existence of an "urban traditional" sector.

In Turkey, it is reasonable to equate the rural and agricultural sectors
since relatively little nonagricultural income is earned in the rural sector. The
equation of agriculture with the entire traditional sector is not valid in Turkey
since there is certainly a significant urban traditional sector (and also the
beginnings of a small but significant modern capitalist agricultural sector). 2

Disregarding the distinction between the urban modern and the urban
traditional sectors, we have chosen to explore the distinction between agri
cultural and nonagricultural activity as a major source of overall inequality.
Such a two-sector analysis, which can be based on national accounts data,
turns out to provide a revealing framework in which to analyze the extent of
dualism in the Turkish economy and its evolution during the 1950-1973
period.

Income and productivity differences between the agricultural and non
agricultural sectors and their trends over time have been explored in a
number of countries by Simon Kuznets. It is invariably true that agriculture is
characterized by lower per capita or per worker income. But the extent and
behavior over time of the productivity and income spread varies greatly.
Kuznets distinguishes among an A sector (agriculture), an 1 sector (industry,
including construction and infrastructure), and an S sector (services and
commerce). Using average productivity figures, Kuznets analyzes the be
havior of what he calls the (1 + S)/A ratio, defined as average productivity
outside agriculture divided by average productivity in agriculture. This ratio,
which we shall call the K ratio, can be treated as an unweighted measure of
intersectoral inequality. 3

Unfortunately, a comparison of the magnitude oftheK ratio across coun
tries is significantly affected by definitional variations concerning the labor
force, particularly unpaid family labor in agriculture. Table 4.1, reproduced
from Kuznets, presents for 24 countries grouped by per capita income in
1950 the value for the K ratio, unadjusted for conversion to equivalent labor
units. 4 The spread is invariably a significant one, with a clear cross-section
association in 1960 between low per capita income and a high K ratio. Note,
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however, that the time trend of K for the three low-income groups is not
necessarily in the downward direction.

TABLE 4.1

The Kuznets or Intersectoral Productivity Ratio in 24 countries: (I + S)/A

1950 1960

Group I ($62) 2.14 3.48
Group II ($173) 3.03 2.62
Group III ($252) 1.95 2.25
Group IV ($487) 2.30 1.60
Group V ($725) 2.12 1.44
Group VI ($1284) 1.76 1.37

Source: S. Kuznets, Modern Economic Growth: Rate, Structure and Spread,
1966.

Chenery and Syrquin (1975) report similar results for the 1960s, with the
productivity spread narrowing in most higher-income countries. They con
clude that "the relatively low productivity of labor in agriculture in poor
countries is thus attributable to the time needed to acquire technical knowl
edge and the immobility of productive factors rather than to any inherent
properties of agricultural production" and note that "it is not found in the
earlier history of some of the newly settled areas such as New Zealand,
Canada or Argentina, nor in some of the fully developed economies." 5

The much higher value of the K ratio in less developed countries is one of
the major reasons why they tend to be characterized by a higher overall
measure of inequality. We shall now turn to an analysis of this source of
inequality in Turkey.

In 1950 Turkey was an overwhelmingly rural and agricultural economy.
About 50 percent of national income originated in agriculture, and as much
as 80 percent of the economically active population was occupied in agri
culture. Starting in the early 1950s, an extremely rapid process of urbani
zation and industrialization led to a substantial structural transformation of
the economy. In the mid-1970s Turkey has become an economy where the
industrial and urban sector begins to dominate. Table 4.2 summarizes this
structural transformation for the four benchmark years we use throughout
this chapter.

As may be observed from Table 4.2, industry has on average gained one
percentage point of GDP per year during the 1950-1973 period. This repre
sents an extremely rapid structural transformation of value added. In the
share of labor force, industry has gained two-thirds of a percentage point a
year. While this also represents a quite rapid structural transformation, it still
leaves Turkey in the mid-1970s with a predominantly agricultural labor
force. It is only after 1980 that the share of agriculture in the labor force can
be expected to fall below 50 percent.
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TABLE 4.2

Structural Transformation ofGDP and Labor Force

GDP Labor Force

Total Shares (%) Total Shares(%)
(billion lira) Agriculture Industry (thousands) Agriculture Industry

1950 34,857 51.1 48.9 10,250 78.9 21.1
1963 74,527 38.4 61.6 13,329 73.1 26.9
1968 100,452 31.0 69.0 14,173 69.5 30.5
1973 137,210 29.0 71.0 15,120 63.5 36.5

Sources: National Income and Expenditure of Turkey, 1962-1973 (Ankara:
State Institute of Statistics, 1974, p. 33. National Income Total Expenditure and
Investment in Turkey, 1938, 1948-1970 (Ankara: SIS, 1972), pp. 10-11. First Five
Year Development Plan, 1963-1967 (Ankara: State Planning Organization, 1963),
p. 14. Leyla Ecevit and Erdogan Ozotiin, The Changing Structural Distribution of
Income and Employment in Turkey and Kuznets Hypothesis (Ankara: SIS, 1975),
pp. 42, 46. 1960 Census of Population (Ankara: SIS, 1960), pp. 439-42. 1965
Census of Population: Social and Economic Characteristics of the Population
(Ankara: SIS, 1969), pp. 414-29.1970 Census ofPopulation: Social and Economic
Characteristics of the Population (Ankara: SIS, 1976), pp. 170-171. Population
Census of Turkey 26 October 1975 1% Sample Results (Ankara: SIS, 1976), pp.
28-29.

Notes: GDP is in real 1968 prices, 3-year averages. Shares are at current market prices,
3-year averages.

It is true that these averages hide important variations. Thus in the 1968
1973 period, industry gained 1.2 percentage points in the labor force every
year, one of the most rapid increases experienced by any country.6 In the
same period agricultural productivity growth and movements in the terms of
trade led to a considerable slowdown in the structural transformation of value
added: Industry gained only 0.4 percentage points a year.

Compared to international norms, the spread between labor productivity
in agriculture and in nonagricultural sectors appears to be extremely wide in
Turkey. Table 4.3 presents the productivity figures for our four benchmark
years.

Comparing the K ratio in Turkey to the values reported by Kuznets
(reproduced in Table 4.1), one notes immediately that Turkey is an extreme
case. In 1968, the K ratio for Turkey was 5.09, which is probably one of the
highest values experienced by any country at any time. 7 Such an extreme
difference in labor productivity has a major impact on overall inequality in
Turkey.

The effect of agricultural-nonagricultural differences on the overall distri
bution can be usefully analyzed by decomposing a measure of inequality into
within-sector and between-sector components. For this purpose, we use the
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TABLE 4.3

Labor Productivity in Agriculture and Industry
and the Kuznets Ratio: 195~1973

Value Added Value Added
Per Worker in Per Worker in

Agriculture Industry KRatio

1950 603 2,154 3.57
1963 2347 10,224 4.36
1968 3174 16,154 5.09
1973 8292 35,360 4.26

Sources: Leyla Ecevit and Erdogan Ozotiin, The Changing StructuralDistribution
of Income and Employment in Turkey and Kuznets Hypothesis (Ankara: SIS,
1975), pp. 42, 46. National Income and Expenditure of Turkey, 1962-1973
(Ankara: SIS, 1974), p. 28. First Five-Year Development Plan, 1963-1967 (An
kara: State Planning Organization, 1963), p. 13. 1975 Programi [1975 Annual
Program] (Ankara: State Planning Organization: 1975), p. 66. 1960 Census of
Population (Ankara: SIS, 1960), pp. 439-42. 1965 Census ofPopulation: Social
and Economic Characteristics ofthe Population (Ankara: SIS, 1969), pp. 414-29.
1970 Census ofPopulation: Social and Economic Characteristics ofthe Population
(Ankara: SIS, 1976), pp. 170-71. Population Census of Turkey 26 October 1975
1% Sample Results (Ankara: SIS, 1976), pp. 28-29.

Notes: Units are TL per worker, in current prices. Three-year averages were used for value
added and employment.

log variance as our measure of inequality and use the decomposition of
variance formula to decompose it. The formula is

o}= WA(T~ + WIU} + WA(ILA - ILr)2 +WI(ILI - ILr)2,

where the Wi' ILi' and U'i stand for the shares in the economically active popula
tion, the log-mean incomes, and the log variances of income, respectively.
The subscripts A, L and T denote agriculture, industry, and the whole
economy (Turkey). Writing the share of overall variance du~ to intersectoral
mean income differences as S*, we have

S* = wA(ILA - ILr)2 + WilLI - ILrF .

U'~

From the 1968 and 1973 surveys, we have estimates of sectoral income
variances with households as recipient units. We do not have comparable
estimates for earlier periods. Applying the household distribution variances
to the economically active population is likely to bias our estimates of S*
upward because usually the variance for the household distribution is smaller
than the variance for the labor force distribution. Using the household
variance estimates from the 1973 survey and assuming them to have applied
during the whole 1950-1973 period, we can estimate upper bounds for the
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values of S*. Assuming 25 percent higher variances should give us lower
bound estimates. Table 4.4 summarizes the results obtained.

TABLE 4.4
Percent ofOverall Log Variance Due to Intersectoral

Productivity Differential: Upper- and Lower-Bound Estimates, 1950-1973

Lower(%) Upper(%)

1950 41.8 47.6
1963 62.6 72.3
1968 80.8 94.3
1973 69.2 80.3

Source: 1973 Distribution Survey, Hacettepe University (unpublished
results), Tables 2 and 3.

The values obtained for S* are quite high, and it is clear that the dual
structure of the Turkish economy is a major source of overall inequality. It is
also interesting to note that the strong upward trend in S* is reversed after
1968, when intersectoral inequality seems to have reached a peak.

Since the K ratio is so important in explaining overall log variance, it will
be worthwhile to analyze its determinants carefully. Denoting the sectoral
labor force by L i, sectoral output in constant prices by Qz; and sectoral price
by Pi' we have

Pit)QAt)/Lit )
(l) K( t) = PA(t) QA(t)/LA(t)

where t denotes time. Define the following ratios:

(2)
PAt)

p(t) = PA(t) ,

(3) Q(t) = Qit) ,
QA(t)

(4)
LA(t)

R(t) = LAt) .

Note that while p(t) and Q(t) have industry in the numerator, R(t) is defined
as agricultural labor divided by industrial labor.

From the definition ofK(t), we have

(5) K(t) = p(t)Q(t)R(t).

The intersectoral productivity ratio is thus the product of a price, an
output, and a labor-force ratio. Assuming that prices, outputs, and labor force
grow exponentially in each sector, the ratios P (t), Q( t), and R(t) will also
grow exponentially, and we may assume that
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(6) p(t) = Poe at

(7) Q(t) = Qoe Bt

(8) R(t) = Roeyt

which allows us to write

(9) K(t) = Koe (a+B+y)t = Koe Or,

where Ko = Po~Ro and 8 = a + B+ y. Whether or notK(t) grows over time,
causing increases in overall measures of inequality, depends on the sign of
a +B+y. If0 >0, intersectoral inequality increases over time, causing, other
things equal, worsening inequality. If, on the other hand, 8 < 0, intersectoral
inequality will diminish, and overall variance will be reduced.

We can associate a with a relative-price or terms-of-trade effect, B with a
physical-output or total-product effect, and y with a migration effect. To
gether these effects combine, reinforcing or counteracting each other, to
determine the evolution of the intersectoral productivity spread.

It is straightforward to decompose the total change in the K ratio over time
and to calculate the contribution to the total change from the terms-of-trade,
total-product, and migration effects. Differentiate Eq. (5) with respect to time
(denoting the time differential operator by d and dropping the t):

(10) dK = QRdP+PRdQ+PQdR.

Since P, Q, and R grow exponentially,

(11) dP = aP.

(12) dQ = BQ,

(13) dR = yR.

Equation (10) can be written

(14) dK = aK + BK + yK,

and the growth rate ofK is 0 = a + B + y, as noted above.
The change in K from time 0 to time T is given by the integral

(15) J1K(1) = J'6 dKdt.

Substitutingfrom Eqs. (14) and (5) and integrating, yields8

(16) J1K(1) = aZ(1) + BZ(1) + yZ(1),

where

(17) Z(T)
(tfT - I)PoQoRo

J"§K(t)dt= 0

In Eq. (16), the first term represents the terms-of-trade effect, the second
the total-product effect, and the third the migration effect.
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The total-product and migration effects together reflect changes in the
ratio of average productivity between the two sectors. To see the relation
ship, define the ratio of average real products A as

(18) A = QI/LI
QA/LA

From the definition of Q and R, it is clear that

(19) A = QR

and hence that the growth rate ofA, £, is equal to

(20) £ = B + 'Y.

Thus, in the decomposition of ~K, the contribution of changes in the
average productivity ratio is simply equal to the sum of the contributions of
the total product and migration effects.

Table 4.5 presents the average annual growth rates of the labor force, total
production, and the price index for the 1950-1973 period. Table 4.6 presents
the decomposition of the growth rate of K, and Table 4.7 presents the con
tributions of the different effects to the total change in the K ratio.

As may be seen from Table 4.5, the yearly growth rate of physical output
in the industrial sector has on the average exceeded the growth rate of
agricultural output by 490 percentage points. This is only partly offset by a
more rapid growth of the nonagricultural labor force, letting industrial labor

TABLE 4.5
Average Annual Growth Rates ofLabor-Force,

Total Product and Price Indices: 195~1973

Output
Labor Force (constant 1968 prices) Price Index

(1000 people)(%) (%) (%)

1950-1963
Agriculture 1.44 3.44 8.45
Industry 3.88 7.76 8.10

1963-1968
Agriculture 0.22 2.02 4.24
Industry 3.73 8.01 4.87

1968-1973
Agriculture -0.52 2.41 16.27
Industry 4.91 7.73 12.85

1950-1973
Agriculture 0.75 2.91 9.24
Industry 4.07 7.81 8.43

Source: See Table 4.3.
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TABLE 4.6
Decomposition ofthe Growth Rate ofthe Kuznets Ratio: 1950-1973

1950-1963
1963-1968
1968-1973

1950-1973

Terms-of
Trade Effect,

a(%)

-0.35
0.63

-3.43

-0.81

Total-Product
Effect,
B(%)

4.32
5.99
5.32

4.90

Migration
Effect,
y(%)

-2.44
-3.51
-5.43

-3.32

Average
Product
Effect,

B + y(%)

1.88
2.48

-0.11

1.58

Total
o=a+B+y

1.53
3.11

-3.54

0.77

Note: The 195~1973 figures are average exponential growth rates for the entire period.

TABLE 4.7
Decomposition ofTotal Change in the Kuznets Ratio: 1950-1973

(percentage points)

1950-1963
1963-1968
1968-1973

1950-1973

Terms-of
Trade Effect,

aZ

-18.04
14.94

-79.88

-82.98

Total-Product
Effect,

BZ

221.74
141.06
123.98

486.78

Migration
Effect,

yZ

-125.40
- 82.69
-126.63

-334.72

Average
Product
Effect,

(B + y)Z

96.33
58.38

- 2.66

152.06

Total
(a+B+y)Z

78.29
73.31

-82.54

69.07

Note: The 195~1973 figures are the sum of the subperiod values and thus represent a chain
index.

productivity in constant prices grow at a 4.90 - 3.32 = 1.58-percentage
point higher yearly rate. The movement of the terms of trade in favor of
agriculture offsets about half of the remaining growth rate differential, leaving
us with an 0.77 percent average growth rate in the K ratio over the period
1950-1963.

What is striking in both Tables 4.6 and 4.7 is the difference between the
1968-1973 period and the earlier periods, reversing the trend toward in
creasing inequality and dualism. In the first two periods, the terms-of-trade
effect is relatively small, and most of the increasing dualism is due to the
increasing gap in average real productivity between the two sectors. For
example, in Table 4.7, for the 1950-1963 period, changes in sectoral
average real productivity contributed 96 percentage points to the increase in
Kuznets ratio, offset by only 18 percentage points due to an improvement in
the agricultural terms of trade. The growth rates in Table 4.6 show the same
effects.
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In the 1968-1973 period, the trend is dramatically reversed. The growth
rate of the ratio of real average productivity is slightly negative (-0.11
percent), so the average productivity effect in Table 4.7 is small and in favor
of agriculture. The terms-of-trade effect is much larger and also in favor of
agriculture, contributing 79.88 percentage points of the 82.54-percentage
point decline in the Kuznets ratio. For the first time, real agricultural
productivity growth matches industrial productivity growth and combines
with a quite unprecedented movement in the terms of trade in favor of
agriculture to reduce the Kuznets ratio from its record 1968 level. The 1973
K ratio is still high, above 4, but the deteriorating trend seems to have been
reversed.9

It is interesting to note that the terms of trade moved sharply in favor of
agriculture precisely at the time agricultural productivity started rising at
faster rates. The chain of causality may therefore run from the terms of trade
to productivity rather than vice versa. Although we are not in a position to
trace out the general equilibrium effects of agricultural support policy, the
two-sector analysis above suggests a much greater and more durable effect of
agricultural price support during the 1968-1973 period than ever before. It is
interesting to note that it is only after the late 1960s that both major political
parties in Turkey adopted a resolutely favorable attitude toward agricultural
price supports. The Justice Party had often used price-support policy as a
major policy tool. But the Republican People's Party (RPP) had not regarded
generous (and inflationary) agricultural price supports as valid development
policy. It is only after its transformation into a populist and democratic
socialist organization with redistribution of income becoming the single most
important theme in its program that price-support policy became a major
component of its development strategy.10

Finally, it must be emphasized that the early 1970s constitute a period
characterized by a worldwide shift in the terms of trade favoring primary and
agricultural products. An important part of the domestic movement in the
terms of trade may reflect the very high world price of wheat and cotton in
1973,11

From Gross Productivity Figures to Per Capita Household Income

It should be clear that gross productivity figures, while very useful and
easy to assemble for long periods of time, are far from ideal indicators of
distributional equity.

A first important question is whether or not productivity measures consti
tute a good approximation to per capita income differentials. To answer this
question we had to estimate the agricultural and nonagricultural population
in Turkey for the 1950-1973 period. The census data do not provide such a
breakdown, but they do provide time series ofthe rural and urban populations.
By using estimates of the proportion of the rural population that is occupied in
nonagricultural activities as well as estimates of the urban-agricultural
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TABLE 4.8
Distribution ofthe Population Between Agricultural

and Nonagricultural Sectors: 195~1973a

Year

1950
1963
1968
1973

Nonagricultural Agricultural
Total Population Population

20,947,188 5,011,759 15,935,429
29,906,523 9,727,476 20,179,047
33,890,739 12,309,166 21,581,573
38,293,563 15,168,469 23,125,094

aThis table and Table 4.9 are derived from the following estimates of the urban and rural
agricultural to total population ratios:

Year

1950
1963
1968
1973

Urban Agricultural (%)

10.5
10.1
9.9
9.5

RuralAgricultural (%)

91.0
89.6
88.9
88.0

Source: E. Tl1mertekin, Urbanization and Urban Functions in Turkey, 1975,
p.120.

TABLE 4.9
Percentage Distribution ofthe Population Between Agricultural and
Nonagricultural Activities: 195~1973 (as ofOctober ofeach year)

Year Nonagricultural Population (%) Agricultural Population (%)

1950
1963
1968
1973

23.9
32.5
36.3
39.6

76.1
67.5
63.7
60.4

See Footnote a in Table 4.8.

population,12 it is possible to arrive at a breakdown of the total population
by sector of activity. Tables 4.8 and 4.9 summarize the results.

By using Tables 4.8 through 4.11, it is possible to redo the decomposition
oftheK ratio in per capita terms. Tables 4.12, 4.13, and 4.14 present the per
capita figures and correspond to Tables 4.2, 4.6, and 4.7 for the economical
ly active population.

The story emerging from the per capita income figures is somewhat
different from the productivity story, although the difference is not a substan
tial one. The per capita K ratio is lower than the per worker ratio due to
greater female participation rates in agriculture leading to a higher overall
participation rate in that sector (see Table 4.15). A significant difference
does emerge for the last period. From 1968 to 1970 the labor force in
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TABLE 4.10

Rural-Urban Distributiona ofthe Population: 1950-1973
(as ofOctober ofeach year)

Year Total Urban Rural

1950
1963
1968
1973

20,947,188
29,906,523
33,890,739
38,293,563

3,883,865
8,323,520

10,819,360
13,469,097b

17,063,323
21,583,003
23,071,379
24,824,466

Sources: E. Tiimertekin, Urbanization and Urban Functions in Turkey, 1973,
p. 99. 26 Ekim 1975 Genel Nufus Sayimi Telgrafla Alman Gel;ici Sonul;lar
[Census of Population, October 26, 1975-preliminary results] (Ankara: SIS, 1975),
p.1.

aThe urban population for 1973 was estimated in the following way: The ratio (as of 1970) of
urban population to the population living in provincial and subprovincial centers was multiplied
by the preliminary estimate for 1975 of the population living in provincial and subprovincial
centers. The urban population for 1973 was then derived by interpolating between 1970 and
1975. The rural population was estimated as a residual.

bPlaces with populations of 10,000 or more are regarded as urban.

TABLE 4.11

Percentage Rural-Urban Distribution ofthe Population: 1950-1973
(as ofOctober ofeach year)

Year Urban (%) Rural (%)

1950
1963
1968
1973

18.5
27.8
31.9
35.2

81.5
72.2
68.1
64.8

Sources: E. Tiimertekin, Urbanization and Urban Functions in Turkey, 1973,
p. 99. 26 Ekim 1975 Genel Nufus Sayimi Telgrafla Alman Gel;ici Sonul;lar
[Census ofpopulation, October 26, 1975-preliminary results] (Ankara: SIS, 1975),
p. 1.

TABLE 4.12
Per Capital Incomes in Agriculture and Industry:

1950-1973 (TL currentprices)

1950
1963
1968
1973

Agriculture

306
1133
1449
3442

Industry

930
3,767
5,668

12,868

Per Capita K Ratio

3.04
3.32
3.91
3.74

Sources: Tables 4.2, 4.8, and 4.9.
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TABLE 4.13
Decomposition ofthe Growth Rate ofthe
Per Capita Kuznets Ratio: 1950-1973

Terms of Total Average
Trade, Product, Migration, Product, Total,
a(%) 3(%) y(%) 3 +y(%) o=a+3+y(%)

1950-1963 -0.35 4.32 -3.28 1.03 0.69
1963-1968 0.63 5.99 -3.36 2.62 3.26
1968-1973 -3.43 5.32 -2.80 2.52 -0.91

1950-1973 -0.81 4.90 -3.20 1.70 0.89

TABLE 4.14
Decomposition ofthe Total Change in the

Per Capita Kuznets Ratio: 1950-1973 (percentage points)

Terms of Total Average
Trade, Product, Migration, Product, Total,

aZ BZ yZ (3 + y)Z (a + 3 + y)Z

1950-1963 -14.52 178.48 -135.81 42.67 28.15
1963-1968 11.44 108.03 -60.72 47.31 58.75
1968-1973 -65.48 101.63 -53.46 48.17 -17.31

1959-1973 -68.57 388.14 -249.99 138.15 69.58

TABLE 4.15
Participation Rates (percent)

Sector 1950(%) 1963(%) 1968(%) 1973(%)

Agriculture 50.7 48.3 45.7 41.5
Industry 43.2 36.8 35.1 38.4
Total 48.9 44.6 41.8 39.5

Note: Participation rates are defined as economically active divided by total population.

agriculture actually falls, but population keeps increasing at a 1.46 percent
average yearly rate. As a result, the important increase in productivity
experienced during this period, 3.2 percent at constant prices, does not
translate into a significant increase in per capita income. As a result the K
ratio narrows much less in per capita than in per worker terms. The explana
tion of this phenomenon may partly be connected to the extremely rapid out
migration to Western Europe that characterized the 1968-1973 period.
During these years the average net flow of migrants approached 100,000
persons a year, and in 1973 total remittances amounted to 16.9 billion
Turkish liras (TL). It is probably fair to assume that relative to total sectoral
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income remittances received by the agricultural sector were more important
than remittances received outside agriculture. It is therefore probable that the
per capitaK ratio, inclusive of remittances, narrowed more significantly than
the K ratio exclusive of remittances. In this context it is also worth noting that
the very heavy out-migration did not prevent very rapid agricultural output
growth in the same period, lending strength to the "surplus-labor" view of the
Turkish economy and Turkish agriculture.

Even a per capita income analysis, however, remains far removed from
the usual size distribution of income studies in which the basic recipient unit
is the household and income is not the factor income used in the GNP
accounts but net disposable private income. Indeed, it is this kind of distribu
tion that is offered in the 1973 State Planning Organization (SPO) study, and
our within-group inequality estimates are estimates of household private
disposable income variance.

The 1973 survey has information on the average size ofhouseholds in and
outside agriculture. While the average agricultural household has 6.23 per
sons, the average nonagricultural household size is only 5.21. Using these
estimates, we arrive at 3,711,000 agricultural households and 2,911,414
urban households. Average nonagricultural income per household would be
67,052 TL, and average agricultural income per household would be 21,451;
the household K ratio would accordingly decline to 3.12.

It is also possible to make a crude adjustment in order to derive the K ratio
in terms of disposable household income, subtracting public corporate in
come, direct taxes, and undistributed private corporate profits from the
national income at the factor-cost figures we have been using. Since the
burden ofdirect taxes is almost entirely carried by the nonagricultural sector
in Turkey, such an adjustment will very substantially reduce our measure of
intersectoral inequality.13 Using State Institute of Statistics (SIS) estimates,
as reproduced on page 12 of the 1973 SPO income-distribution study, we
must multiply our factor income figures by 0.958 for agriculture and by
0.701 for industry. Disposable household income outside agriculture now
becomes 46,936 TL outside agriculture and 20,550 TL in agriculture. TheK
ratio declines to 2.28. Below are summarized the various definitions ofK and
the values arrived at for 1973:

Intersectoral productivity ratio, 1973: 4.26
Intersectoral per capita income ratio, 1973: 3.74
Intersectoral income per household ratio, 1973: 3.12
Intersectoral disposable income per household ratio, 1973: 2.28

These ratios are all quite high and confirm intersectoral inequality as a
major source of overall inequality in Turkey. The perception of Turkey as a
strongly dualistic economy is a correct one, and the division of the economy
into an agricultural and a nonagricultural sector reveals this dual structure. It
should, however, be added that the combination of rapid migration, a sharp
movement in the terms of trade in favor of agriculture, and quite rapid
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technological change and mechanization has begun to show its effect in
reducing the K ratio. Recent developments suggest that agriculture is doing
relatively well and that Turkey has entered a phase during which the
intersectoral productivity ratio may narrow. After a long period during which
the major break in society was that between the industrializing cities and the
very poor rural sector, the situation may be changing. Increasingly, it is the
conflict within the expanding urban-industrial sector that may dominate the
distribution debate, reflecting the increasing share of total inequality due to
intraurban inequalities. But this is relevant for the future. In analyzing the
past it is quite clear that the rural-urban split was the major source of
inequality and therefore probably of conflict and social differences. It is a
point worth keeping in mind not only when analyzing Turkey's economic
structure but also when analyzing political behavior and political alignments.

Socioeconomic Groupings and the Structure of Inequality

While an aggregate two-sector analysis and an exploration of the dualistic
features of the Turkish economy are very useful for an understanding of one
of the major sources of inequality, it is only a first step toward an analysis of
the structure of inequality characterizing Turkish income distribution. It
leaves open the question of what determines intrasectoral variance, and a
much more disaggregated approach is clearly needed for a more complete
picture to emerge.

The two-sector analysis carried out in the preceding section could easily
be applied to a much greater number of sectors, still benefiting from national
accounts and census data. But disaggregation by productive sector is much
less interesting then disaggregation by socioeconomic groups. Knowledge
about mean income differences among capitalists, skilled workers, and
unskilled workers is more directly relevant to policy debate on income
distribution than, for instance, an analysis of mean income differences
between the textile and the basic metals sectors.

The major problem with a socioeconomic decomposition analysis is of
course the availability of data. It is very difficult to get at income by
socioeconomic groups using national accounts, census, or industrial survey
data. In Turkey national accounts do not even distinguish between wage and
nonwage income, making even a first-cut analysis using national accounts
very difficult.14

Our analysis in this section will therefore be based on the 1973 Hacet
tepe-SPO population survey, which includes data on income by regions, size
of settlements, and socioeconomic groups.

Eleven Socioeconomic Groups

The 1973 survey data distinguish the following 11 socioeconomic groups:
1. Capitalists (capitalists 1)
2. Merchants (capitalists 2)
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3. Professionals
4. Government employees
5. White-collar workers
6. Rentiers

7. Skilled workers
8. Unskilled workers
9. Artisans and small traders

10. Farmers
11. Rural labor

Table 4.16 presents aggregate distribution statistics on household income
for these 11 socioeconomic groups. They are ordered roughly but not exactly
in order of decreasing mean income. Note that income here refers to
disposable household income and is therefore net of direct taxes.

The distinctions are not always fully clear, and as in any aggregation
scheme, a certain amount of arbitrariness is unavoidable. But on the whole
the disaggregation is a quite. interesting one. Groups 1 and 2, capitalists and
merchants, constitute the wealthy capitalist elite, composed of exporters and
importers, contractors, industrialists, and traders. 1s Together with the urban
professional class, composed of lawyers, doctors, engineers, and top-level
managers, they constitute the rich urban elite. According to the 1973 survey,
there are altogether 133,732 households in this urban elite, 106,010 capital
ists and 27,722 professionals. In total 627,270 people or 1.6 percent of the
population live in these households. The average household size is therefore
4.7. Note that the log variance and Gini coefficient are quite high for the
professional group and that their mean income is close to that of the
aggregate capitalist group (capitalists 1 and capitalists 2). It should be
emphasized, however, that the professionals category does not include any
public sector or government employees. Teachers (including university pro
fessors), military officers, public sector managers, and government doctors
are not included in the professional group but are classified into the next
category as government employees. This may help explain the magnitude of
the professionals' mean income.

Government employees constitute an extremely large category in Turkey:
11.5 percent of all households and 9.8 percent of the total population are in
this category. The average household size is 4.9. Note that the mean income
of government employees is only one-fifth of the professional mean income
and very close to the overall mean. Constituting the small fifth group, white
collar workers are on average significantly richer. Finally, group 6, defined
residually and including mostly rentiers, is again a small but quite rich group.
If we define groups 4, 5, and 6 as the educated urban middle class, we note
that it is overwhelmingly dominated in numbers by government employees.
This reflects the important role of the bureaucracy and the public sector in
the Turkish socioeconomic system. The relatively low mean income of
this category as well as its composition may help explain the relatively



TABLE 4.16
Income Distribution Statistics for 11 Socioeconomic Groups: Turkey 1973

Households Hous. Shares (%) Income Shares (%) Mean Income Gini CoejJicient Log Variance

Capitalists 1 25,785 0.38 2.95 192,910 0.33 0.37
Capitalists 2 80,225 1.17 5.29 111,099 0.33 0.36
Professionals 27,722 0.41 2.13 129,725 0.41 0.57
Government V:l

~employees 790,870 11.56 12.79 27,260 0.37 0.45 (")

White-collar E'
~

workers 62,364 0.91 1.49 40,291 0.32 0.34
~Rentiers 52,533 0.77 0.93 29,706 0.54 1.01 ~

Skilled labor 687,301 10.05 9.70 23,788 0.31 0.31 g
Unskilled labor 854,342 12.49 7.35 14,504 0.37 0.46 ~

~

Artisans 1,089,149 15.92 15.01 23,216 0.41 0.62 ~
Farmers 3,032,193 44.33 41.61 23,124 0.56 1.28 ~

"t:l

Rural labor 138,059 2.02 0.74 9,012 0.37 0.49
;:
$::l-Overall 6,840,543 100.0 100.0 24,570 0.51 0.97 -.q
S·

~

*~
~

~
~
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left-of-center orientation of the urban middle class. It is also true, as we shall
see later, that in recent years government employees have lost ground to
other groups. Possibly since the early 1950s, government employees have
had, as a group, great difficulties defending their relative income share.16

Groups 7 and 8 constitute the urban working class. In 1973 these groups
represented 22.5 percent of all households and 21.0 percent of the total
population, with an average household size of 5.3. The mean income of
skilled workers is slightly below but close to the economy-wide average,
while the mean income of unskilled workers is very much below the overall
average. While the urban working class has reached a substantial size,
reflecting the rapid structural transformation of the economy, the mean
income of its unskilled component remains extremely low. The figure of
14,504 corresponds approximately to $1000 in 1973 prices, which, given the
household size, implies an annual per capita income of $190. Even by
Southern European and Mediterranean standards, this is an extremely. low
figureP

Group 9, defined as artisans and small traders, constitutes the bulk of the
urban traditional sector. There are over 1 million households and 6 million
people belonging to this category that represents 15.9 percent of all house
holds and 15.4 percent of the population. The average household size is 5.6.
Note that while this is a large group, the urban working class represents a
larger group in terms of number of households or population. The mean
income in the traditional sector is only slightly lower than the economy-wide
average, about equal to the mean income of skilled workers, but the within
group variance in the traditional sector is high, leading to a group Gini
coefficient of 0.41. We may conclude that the traditional sector as a whole,
while poor, does not necessarily compare unfavorably with the wage-earning
urban labor force, although it is characterized by great within-group in
equality.

This concludes our discussion of the urban groups. It should be noted that
the survey, when compared to the national accounts, reproduces only 80
percent of nonagricultural income. This suggests that the survey significantly
underestimated the income of some or all urban groups. The income bias is
probably greater for capitalists, professionals, and artisans than for the wage
and salary-earning governnient employees or blue-collar laborers.

In agriculture we can distinguish between farmers and rural wage-labor.
According to the survey there are 3,032,193 farm households containing
19,030,304 people. This constitutes 44.3 percent of all households and 49
percent of the total population in Turkey. The average household size is 6.3,
the mean household income is 23,124 TL, and per capita income is therefore
3670 TL, or about $250 in 1973 dollars. The wage-earning rural laborers con
stitute an extremely poor but much smaller group, representing about 2 percent
of the total population and about 4 percent of the farm population. The
distinction between very poor farmers and rural labor is an uneasy one, but it
is fair to say that Turkish agriculture is characterized more by small farmers



TABLE 4.17

Percent Composition ofIncome Received by 11 Socioeconomic Groups

Wages & Professional Rentfrom Profits & Traditional Agricultural Rent
Salaries Incomes Dwellings Dividends Sector Income Income from Land Total

Capitalists 1 0.5 0.0 4.6 94.0 0.4 0.3 0.2 100.0
Capitalists 2 1.8 2.4 9.0 81.0 3.1 1.5 1.2 100.0
Professionals 2.9 68.0 8.5 20.2 0.3 0.0 0.0 100.0 t'..l
Government ~

employees 77.3 0.2 13.8 0.1 1.4 6.1 1.1 100.0
~.....
~

White-collar ~

workers 46.8 4.3 43.2 0.0 1.7 1.6 2.4 100.0 ~
Rentiers 0.0 0.0 69.7 5.3 0.0 0.3 24.7 100.0 ~

~

Skilled labor 80.8 0.0 8.8 0.0 3.1 6.1 1.2 100.0 <::>
~

Unskilled labor 77.1 0.0 8.7 0.1 3.3 10.1 0.7 100.0 ft)

Artisans 10.0 0.1 10.2 2.1 69.8 7.0 0.8 100.0 ~
ft)

Farmers 1.2 0.0 7.0 0.2 0.9 89.0 1.7 100.0
~
~

Rural labor 66.7 0.0 0.0 0.0 11.3 20.4 1.7 100.0 ~
~.

;;.

;?
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~
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TABLE 4.18 ~
;:

Percent Distribution ofFactor Income Among Socioeconomic Groups ~
t:;,

Wages & Professional Rentfrom Profits & Small Urban Imp. Agricultural Rentfrom
~
"'l
~

Salaries Income Dwellings Dividends Producer Income Income Land .c;;'
l::)
;:s

Capitalists 1 0.1 0.0 1.7 38.4 0.1 0.0 0.6 $::l..

Capitalists 2 0.4 7.9 5.2 51.0 1.4 0.2 4.4 t:.'.l
~
~

Professionals 0.2 88.9 1.9 5.1 0.1 0.0 0.0 ~
Government l::)

;:s
employees 35.8 1.5 17.7 0.1 1.4 1.8 9.4 ~

White-collar c
~

workers 0.6 0.9 1.5 0.0 0.0 0.0 0.6 S·
~

Rentiers 0.0 0.0 6.1 0.5 0.0 0.0
c

14.1 ;:s

Skilled labor 30.6 0.0 9.3 0.0 2.5 1.4 8.1
Unskilled labor 22.4 0.0 7.0 0.2 2.0 1.9 3.5
Artisans 5.9 0.8 16.8 3.8 89.0 2.6 8.3
Farmers 2.0 0.0 31.9 0.9 3.5 91.7 50.1
Rural labor 2.0 0.0 0.9 0.0 0.0 0.4 0.9

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Unpublished survey data, 1973.
Note: Totals may not reconcile due to rounding.
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and small cultivators than by large masses of totally landless labor. Ofcourse
there are also very large landowners-capitalist- and market-oriented in
some regions, still feudal in other regions.

The Gini coefficient for farmers as a group is as high as 0.56, indicating
extreme inequality within agriculture quite apart from the existence of the
small and very poor rural labor group. It is clear that the variance in farmer
income is going to be one of the major causes of overall inequality of
household incomes.

Tables 4.17 and 4.18 provide information concerning the composition of
income received by the 11 socioeconomic groups and the distribution of
different types of income among the groups. Knowledge of the sources of
their income helps in defining and understanding the nature of the groups.

Quite unsurprisingly, capitalists derive about 90 percent of their income
from profits and dividends, while government employees and skilled and
unskilled labor earn about 80 percent of their income in the form of wages
and salaries. It is interesting to note that except for rent from dwellings
(including imputed rent) farmers do not earn significant amounts ofnonagricul
tural income. In spite of the existence of many very rich farmers, the group
receives only 0.9 percent of total profit and dividend income-or about 0.2
percent of farmer income. Conversely, agricultural income earned by non
farmers is relatively unimportant-representing about 8 percent of agricul
tural income-though not totally insignificant for labor and government
employees. 18

By defining farmers and rural labor households as agricultural households,
the mean household income in agriculture is 22,509 compared to 26,344 for
all others groups. The ratio is 1: 17, which is quite different from the 2:28 ratio
we derived from the national· income accounts and census data in the
preceding section. This inconsistency casts serious doubt on the reliability of
the survey data, at least insofar as the agriculture-nonagriculture distinction
is concerned. Not only does the survey underestimate nonagricultural in
comes, but it seems to overestimate the nonagricultural population and
underestimate the agricultural population, leading to a serious bias that
suggests much less intersectoral inequality than in reality. It is possible to
adjust for this bias, and we have done so, correcting the mean incomes of the
urban groups uniformly upward until they agree with the national accounts.
The overall relative distribution is virtually the same (the Gini coefficient
increases by 0.003), but there are changes in the composition ofthe poor and
wealthy groups. The share of nonagricultural groups who are extremely poor
falls significantly (for example, by 13 percentage points for unskilled labor),
and the share of the wealthy rises. The reason there is so little change in the
overall relative distribution is that the entire nonagricultural distribution was
adjusted proportionately. In fact, it seems likely that the income of the
wealthy urban groups is underestimated by more than that of the poorer
groups. A nonproportional adjustment would have more effect on the overall
distribution, but the effect would probably not be dramatic.
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It would be possible to carry our adjustment through the entire analysis,
and in many ways this might have been desirable. But since a fully reliable
and generally acceptable adjustment is difficult and since comparability with
other income-distribution studies based on the survey would become ex
tremely hard, we have based our analysis on unadjusted survey data. The
reader should be warned, however, that urban incomes are significantly
underestimated. While the overall relative distribution is probably not ser
iously distorted, measures of the extent and incidence of poverty and of the
composition of the wealthy are likely to be more seriously distorted.

Socioeconomic Groups and the Size Distribution ofIncome

From the raw data it has been possible to estimate the mean income and
the log variance of incomes for our 11 groups in 8 geographic regions. We
thus have 88 separate groups, each with a mean income and a log variance.
Assuming that within each of these 88 groups the distribution of income is log
normal, one can derive the overall size distribution of income by numerically
aggregating the 88 group distributions, using the techniques described in the
introduction.

The analysis in this section is ba~ed on different aggregations of the 88
within-group, within-region distributions. We shall first analyze the overall
distribution by groups and proceed later to analyze the interregional differ
ences. The fundamental assumption of this analysis is that each of the 88
distributions can be represented by a two-parameter log-normal distribution.
It is possible, given the survey data, to test the assumption of log normality.
Note, however, that even if the assumption of log normality is not good for all
the groups, the decomposition analysis may still be valid. Most of the results
discussed below, we suspect, would be very robust in the sense that the use of
any reasonable distribution function that replicates the mean incomes and
Gini coefficient for each group would yield a similar decomposition analysis.

The log mean and log variance for each of the group log-normal distribu
tions are estimated from the arithmetic mean income and Gini coefficient for
each group. The log variance u2 is estimated from the equation for the Gini
coefficient for a log-normal distribution:

G= 2N~lo, 1) - 1,

where N is the normal integral.
Given the estimate of cfl, the log-mean income J1. is estimated from the

relationship between the arithmetic mean and log mean for a log-normal
distribution:

Hence,

J1. = In(y) - ~U2.
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Thus the parameters J.l and 002 of the within-group log-normal distributions
are estimated so as to replicate the group mean incomes and within-group
Gini coefficients.

Following the analysis of the decomposition of the aggregate distribution,
we shall discuss some dynamic experiments in which we change the group
sizes, mean incomes, and log variances. For these experiments, it is more
convenient to work with fewer than 88 groups. Thus, we shall first aggregate
the within-group distributions across regions and then assume that the overall
distribution for each of the 11 socioeconomic groups is log normal. This
assumption yields 11 within-group log-normal distributions instead of 88, but
the resulting aggregate distributions are quite close. For convenience, we
have occasionally used the II-group aggregation as a base in the analysis of
group composition presented below.

Decomposition by Socioeconomic Groups

Tables 4.19 and 4.20 give the group composition of each decile in the size
distribution and the distribution by deciles of each group. These tables thus
allow us to move between the pure size· distribution and the distribution by
socioeconomic groups.

Column 10 of Table 4.19, for instance, tells us that if we take among all
households the 10 percent that constitute the richest group, 13.6 percent of
these (3.66 + 9.95) are capitalists, 12.3 percent are government employees,
but as much as 46.7 percent are farmer households. Furthermore, a signifi
cant 13.5 percent are artisans and small traders. These figures should be
contrasted to column lOin Table 4.20, which tells us that ofall "capitalists 1"
households 97.2 percent are in the richest decile. The percentage is 84.9
percent for the second capitalist group, 81 percent for professionals, and
only 8.4 and 10.5 percent for artisans and farmers, respectively.

By turning to the poorest decile, decomposed in column 1 of Table 4.19, it
can be seen that close to 80 percent of all households in the poorest decile are
farmers. Not surprisingly, there are no capitalists or professionals in this
decile.

Using the same technique but disaggregating further, one can analyze the
top 1.0 percent of the population, or the "superrich." We do not report the
full table, but while capitalists now constitute 38 percent of this group,
farmers are still 46 percent. The remainder is made up of professionals, with
all other groups declining to insignificance. Thus, according to the survey
data, almost one-half of the very rich in Turkey are farmers, with the other
half made up mostly of capitalists and a significant number of professionals.
Rich farmers are still a very important group in the Turkey of 1973.

It is instructive to define household groups by absolute income ranges and
to analyze the distribution in terms of the group composition of households in
these income ranges. We used three cutoff points. An income of 72,000 TL
was taken to define the "wealthy" group. This makes for a net monthly
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TABLE 4.19 b
~

Percent Composition by Groups in Quantiles ofOverall Distribution (columns sum to 100) ~
.(;i.

Row Column 1 2 3 4 5 6 7 8 9 10 ~
~
~

1 Capitalists 1 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.09 3.66 ~
;::..

2 Capitalists 2 0.00 0.00 0.00 0.00 0.01 0.04 0.10 0.33 1.29 9.95
~

~
3 Professionals 0.00 0.00 0.00 0.01 0.02 0.04 0.07 0.16 0.46 3.28 ~

~

4 Government ~

employees 0.88 3.98 7.28 10.20 12.68 14.81 16.63 18.12 18.73 12.29 c
c::J'"

5 White-collar
;;.
w.,

workers 0.00 0.03 0.10 0.23 0.44 0.73 1.14 1.70 2.45 2.29
c
~

6 Rentiers 0.59 0.70 0.70 0.69 0.69 0.70 0.73 0.79 0.92 1.17
7 Skilled labor 0.25 2.24 5.75 9.60 13.06 15.72 17.24 17.13 14.21 5.28
8 Unskilled labor 8.80 18.48 20.14 18.94 16.71 14.14 11.46 8.70 5.68 1.84
9 Artisans 6.21 13.21 16.18 17.56 18.21 18.50 18.64 18.72 18.53 13.45

10 Farmers 78.49 56.40 46.27 40.26 36.45 34.17 33.22 33.87 37.41 46.72
11 Rural labor 4.77 4.95 3.58 2.50 1.73 1.17 0.76 0.46 0.23 0.05

Note: The overall distribution is aggregated from II within-group distributions.



TABLE 4.20
Percent Distribution ofGroups in Quantiles ofOverall Distribution (rows sum to 100)

Row Column 1 2 3 4 5 6 7 8 9 10

1 Capitalists 1 0.00 0.00 0.00 0.00 0.00 0.02 0.08 0.35 2.33 97.22
2 Capitalists 2 0.00 0.00 0.01 0.03 0.10 0.30 0.89 2.79 10.99 84.90
3 Professionals 0.00 0.02 0.07 0.19 0.43 0.88 1.82 4.07 11.42 81.09
4 Government VJ

~employees 0.76 3.44 6.30 8.82 10.97 12.81 14.39 15.67 16.20 10.63 t").....
5 White-collar ~

~
workers 0.02 0.28 1.08 2.57 4.83 8.03 12.47 18.62 26.93 25.17

~6 Rentiers 7.69 9.17 9.14 9.02 8.97 9.09 9.44 10.24 11.97 15.27 ~
7 Skilled labor 0.25 2.23 5.72 9.55 13.00 15.64 17.16 17.05 14.14 5.25 t")

c
8 Unskilled labor 7.05 14.80 16.13 15.17 13.38 11.32 9.18 6.97 4.55 1.47 ~

I'\)

9 Artisans 3.90 8.30 10.16 11.03 11.43 11.62 11.71 11.76 11.64 8.45 ~
10 Farmers 17.71 12.72 10.44 9.08 8.22 7.71 7.49 7.64 8.44 10.54 I'\)

>J::l

11 17.73 12.39 8.55 5.79 3.77 2.27 1.12 0.25
~

Rural labor 23.62 24.51 ~
~.

Note: The overall distribution is aggregated from 11 within-group distributions. ;:S.

~

*~
'-
~
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income of 6000 TL (in 1973 TL) and a yearly dollar income of roughly
$5000 in 1973 dollars at the official exchange rate. By using some kind of
purchasing power-parity rate, the dollar figure would probably reach a level
close to $8000. The next cutoff point is 24,000 TL or 2000 TL per month.
Households below that income, while constituting a large majority of the
Turkish population, are definitely poor. Even by adjusting for purchasing
power, they can be regarded as earning significantly less than $3000 a year.
Finally, households below 12,000 TL are extremely poor, unlikely to be able
to feed themselves adequately and unable to enjoy even the minimum
standards of a dignified human life. Table 4.21 provides the composition, by
socioeconomic groups, of the four income ranges. Table 4.22 distributes each
group into the four income ranges.

The first column in Table 4.21 shows the relative importance of the
various socioeconomic groups in the extreme poverty group: 55.6 percent of
the very poor are farmers, 16.6 percent are unskilled laborers, and 13.2
percent are in the urban traditional sector. It is noteworthy that 5.5 percent of
government employees are classified into this group that makes up about 30
percent of the total population.

The next group constitutes another 40 percent of the population. The
proportion of farmers in this second poverty group somewhat declines, and
government employees, skilled labor, unskilled labor, and artisans each
constitute approximately 15 percent of this group's total.

Households earning more than 72,000 TL a year (net of taxes) constitute
approximately 5 percent of the population. As may be seen from the last

TABLE 4.21
Composition o/Income Ranges by Socioeconomic Groups (percent)

12,000TL 12,000- 24,000- 72,000 TL
and Less 24,000 TL 72,000 TL and More

Capitalists 1 0.0 0.0 0.1 6.5
Capitalists 2 0.0 0.0 1.5 14.9
Professionals 0.0 0.0 0.5 5.0
Government

employees 5.5 14.5 18.1 8.2
White-collar

workers 0.1 0.7 2.2 1.7
Rentiers 0.7 0.7 0.9 1.2
Skilled labor 4.4 15.2 14.5 2.2
Unskilled labor 16.6 14.3 6.5 0.8
Artisans 13.2 18.4 18.4 10.1
Farmers 55.6 34.8 37.0 49.2
Rural labor 3.9 1.4 0.3 0.0

Note: Columns sum to 100%. The distribution is aggregated from 11 within-group distri-
butions.
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TABLE 4.22

Composition ofSocioeconomic Groups by Income Ranges (percent)

12,000TL 12,000- 24,000- 72,OOOTL
and Less 24,000TL 72,000TL and More

Capitalists 1 0.0 0.0 9.3 90.7
Capitalists 2 0.0 1.1 32.3 66.6
Professionals 0.2 2.9 31.2 65.7
Government

employees 18.7 37.1 40.5 3.7
White-collar

workers 3.7 23.8 62.6 9.9
Rentiers 34.5 26.9 30.3 8.3
Skilled labor 17.0 44.5 37.3 1.2
Unskilled labor 52.3 33.8 13.6 0.3
Artisans 32.7 34.1 29.9 3.3
Farmers 49.4 23.1 21.7 5.8
Rural labor 77.7 18.4 3.9 0.0

Notes: Rows sum to 100%. The distribution is aggregated from 11 within-group distributions.

column of Table 4.20, farmers dominate this category, while urban capital
ists constitute 20 percent of the wealthy group.

While Table 4.21 decomposes the income ranges, Table 4.22 decom
poses the socioeconomic groups themselves into income ranges. As may be
seen from the last column, 90.7 percent of "capitalists 1" and 66.6 percent of
"capitalists 2" earn more than 72,000 TL a year. The same is true for 65.7
percent of all professionals. No other groups come even close to these
percentages. While farmers constitute almost half of the wealthy group, these
wealthy farmers represent only 5.8 percent of all farm households. What is
perhaps most striking in Table 4.22 is that 52.3 percent of unskilled laborers
and as much as 18.7 percent of government employees are in the category
earning less than the minimal 12,000 TL a year.

Considering the size of the farm household group and the degree of its
within-group inequality, it is interesting to aggregate the 88 separate within
group within-region distributions into two aggregate distributions: agricul
tural households and nonagricultural households. Table 4.23 provides a
summary of the important distribution statistics. The table reveals how much
more unequal is the distribution within agricultural households. The Gini
coefficient is 25 percent higher than that for nonagricultural households,
reflecting the strikingly more unequal decile distribution.

The mean income of nonagricultural households is 17 percent higher than
that of agricultural households. Yet, because the agricultural distribution is so
much more unequal, the mean income of the top decile of agricultural
households is 2 percent above that of the top decile of nonagricultural
households. At the other end of the distribution, there are many more poor
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TABLE 4.23
Distribution Statistics, Agricultural and Nonagricultural Households

Turkey Agricultural Nonagricultural

Relative distribution (Percent)
Decile: 1 1.11 0.80 1.84

2 2.34 1.73 3.13
3 3.40 2.61 4.14
4 4.50 3.59 5.14
5 5.70 4.77 6.23
6 7.13 6.29 7.50
7 8.94 8.36 9.10
8 11.55 11.50 11.37
9 16.22 17.25 15.38
10 39.11 43.09 36.17

Gini Coefficient 0.50 0.56 0.45
Log variance 0.97 1.26 0.65
Mean incomes

Overall 24,570 22,516 26,344
Top decile 96,090 97,009 95,282
Bottom decile 2,726 1,799 4,839

Ratio: Top decile-bottom decile 35.25 53.92 19.69
Ratio: Mean-Turkey mean 1.00 .92 1.07
Share (%) of

Very poor « 12,000) 38.41 49.10 29.18
Wealthy (> 72,000) 5.11 5.31 4.93

agricultural households, and they are much poorer. The share of agricultural
households in poverty is much greater (49 compared to 29), and the mean
income of the bottom decile of nonagricultural households is 2.69 times that
of the agricultural bottom decile.

Summary

What of course emerges strongly when one looks at these tables and
figures defining absolute income ranges and poverty lines is that Turkey is
still a very poor country. The fact that the distribution of income is quite
unequal combines with the low average income level to generate substantial
poverty, with 70 percent of the population below the economy-wide average
income level.

The analysis of the distribution by socioeconomic groups reveals sharp
distinctions among the groups in the type of income they receive and in the
within- and between-group distribution. Agricultural households still domi
nate the overall distribution, both because of their number and also because
of the high within-group variance that spreads them into all income ranges.
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Regions, Socioeconomic Groups, and the
Geographic Distribution of Income

Turkey is a large country, covering 779,452 square kilometers and
containing quite distinct regions with different climates and ecologies. The
east and southeast are generally perceived as much poorer and more back
ward than the more developed west and northwest. Some writers have
stressed regional dualism in the economy as one of the major sources of
inequality and political conflict. It is therefore interesting to analyze the
distribution of income, the socioeconomic structure, and the structure of
inequality bringing in a regional and geographical dimension. The survey
data allow us to distinguish among the three big cities (Istanbul, Ankara, and
Izmir) which we have aggregated into a "big-city" region (1), central Ana
tolia (2), the Black Sea region (3), the Aegean and Marmara Sea area or
western Turkey (4), the Mediterranean or southern region (5), and eastern
Anatolia (6). Table 4.24 presents the basic income-distribution statistics
emerging from the 1973 survey when the total distribution is disaggregated
into regional subdistributions. Note that the big-city region is not geographi
cally contiguous.19

Not surprisingly, mean income in the three big cities is 60 percent higher
than the economy-wide average. Given that nonagricultural incomes are
underestimated in the survey, it is probable that mean income in Istanbul,
Ankara, and Izmir is close to twice as high as economy-wide average income.
Except for eastern Anatolia, regional mean incomes are quite close to each
other and about 30 percent lower than big-city income. The quality of these
data is not good enough to rely on the ranking provided, but it is probably
accurate to say that mean incomes do not vary substantially across regions,
except for eastern Anatolia. Its mean income is significantly lower than that

TABLE 4.24
Income Distribution by Regions, Turkey: 1973

Population Income
No. of Shares Shares Mean GiniCo- Log

Regions Households (Percent) (Percent) Income efficient Variance

Big cities 989,472 14.5 22.4 36,431 0.45 0.57
Central

Anatolia 1,202,690 17.6 18.3 25,487 0.48 0.85
Black Sea 998,595 14.6 16.0 26,843 0.53 1.07
Aegean-

Mannara 1,589,296 23.3 21.0 22,154 0.46 0.76
1

Mediterranean 1,045,062 15.3 13.3 21,422 0.57 1.26
Eastern

Anatolia 1,009,843 14.8 10.0 16,670 0.51 0.96
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of the other regions and is less than half of big-city incomes. The within-
region variances do not vary greatly except for the Mediterranean region,
which appears significantly more unequal than the others.

Table 4.25 gives the distribution of different types of households across
regions, and Table 4.26 gives the household composition in each region. The
regions are of comparable size, each with from 14 to 23 percent of all
households. Note that the big-city region, with 14.5 percent ofall households,

TABLE 4.25
Distribution ofHousehold Groups by Region (percent)

Big Central Black Aegean- Mediter- Eastern
Turkey Cities Anatolia Sea Marmara ranean Anatolia

Capitalists 1 100.0 63.82 11.85 3.02 16.15 5.16 0.00
Capitalists 2 100.0 58.28 11.23 8.63 5.16 12.50 4.20
Professionals 100.0 48.72 14.58 2.83 12.63 16.14 5.10
Government

Employees 100.0 31.53 12.11 10.84 18.53 11.69 15.30
White-collar

workers 100.0 72.76 9.27 3.52 9.05 4.43 0.97
Rentiers 100.0 24.72 17.19 9.35 15.21 17.14 16.40
Skilled labor 100.0 34.76 12.09 13.05 17.07 10.46 12.57
Unskilled labor 100.0 14.53 19.90 16.75 19.96 14.27 14.59
Artisans 100.0 22.04 11.98 12.95 21.84 18.98 12.21
Farmers 100.0 0.12 21.91 16.97 27.48 16.21 17.31
Rural labor 100.0 0.00 21.05 6.68 43.25 24.57 4.45
All households 100.0 14.48 17.60 14.61 23.25 15.29 14.77

TABLE 4.26
Group Shares in Total Households by Region (percent)

Big Central Black "Aegean- Mediter- Eastern
Turkey Cities Anatolia Sea Marmara ranean Anatolia

Capitalists 1 0.38 1.56 0.24 0.07 0.25 0.12 0.00
Capitalists 2 1.17 4.73 0.75 0.69 0.21 0.96 0.34
Professionals 0.41 1.27 0.31 0.07 0.26 0.40 0.13
Government

employees 11.56 25.21 7.96 8.59 9.22 8.84 11.98
White-collar

workers 0.91 4.59 0.48 0.22 0.36 0.26 0.06
Rentiers 0.77 1.32 0.76 0.49 0.51 0.87 0.86
Skilled labor 10.05 24.14 6.91 8.98 7.38 6.88 8.55
Unskilled labor 12.49 12.54 14.13 14.33 10.73 11.67 12.34
Artisans 15.92 24.25 10.85 14.13 14.96 19.78 13.17
Farmers 44.33 0.38 55.22 51.50 52.42 47.02 51.97
Rural labor 2.02 0.00 2.39 0.91 3.71 3.21 0.06
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is not equivalent to all urban households (which are 44 percent of all
households)-there are a significant number of smaller cities in Turkey.

The three big-city areas contain the great majority of both types of
capitalists and white collar workers and a relatively large share of profes
sional government and skilled workers. Unskilled labor, rentiers, and artisans
are more evenly spread across the regions, with some concentration of the
last two groups in the big cities.

Tables 4.26 and 4.27 indicate the importance of agriculture in all the non
big-city regions. For those regions, farmers and rural labor account for 50-58
percent of households and 44-62 percent of regional income. While there is a
significant amount of industrial activity in the smaller, non-big-city urban
areas, these areas represent a much more agriculture-based economy than do
the big cities.

Table 4.28 gives the mean incomes of household groups in all regions.
The samples of households on which some of these estimates are based are
quite small-especially in eastern Anatolia-so the individual figures must
be taken with some skepticism. It is clear, however, that the eastern Anatolia
region is significantly poorer on average than the rest, with differentials in
farm income being the most important single cause. In the most extreme case,
farmers in the Black Sea area earn on average 65 percent more than those in
eastern Anatolia. The next four largest groups-artisans, unskilled workers,
government workers, and skilled workers (in decreasing order)-all have the
lowest mean income in eastern Anatolia. For all these groups (except
artisans), the Mediterranean region has the next to lowest mean incomes.
There is thus a clear geographical progression from the east and southeast to
the western and northern regions, not only in overall terms but for each group
taken separately as well.

TABLE 4.27
Group Shares in Total Income by Region (percent)

Big Central Black Aegean- Mediter- Eastern
Turkey Cities Anatolia Sea Marmara ranean Anatolia

Capitalists 1 3.40 9.05 1.20 0.66 1.72 1.17 0.00
Capitalists 2 5.27 13.80 2.69 2.49 0.77 6.43 2.24
Professionals 2.09 5.82 0.85 0.25 1.79 2.60 0.45
Government

employees 12.74 22.74 8.57 9.03 11.52 8.54 13.94
White-collar

workers 1.49 5.17 0.85 0.25 0.58 0.48 0.07
Rentiers 0.92 2.59 0.67 0.23 0.35 0.42 0.90
Skilled labor 9.66 17.42 6.04 7.90 8.17 7.51 9.18
Unskilled labor 7.32 5.51 7.37 8.51 8.97 7.13 6.62
Artisans 14.94 17.62 9.97 16.11 12.69 21.88 13.03
Farmers 41.43 0.29 61.02 54.28 51.98 42.25 53.35
Rural labor 0.74 0.00 0.78 0.29 1.47 1.60 0.22
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TABLE 4.28
Mean Income ofHousehold Groups by Region (1000 TL)

Big Central Black Aegean Mediter- Eastern
Turkey Cities Anatolia Sea Marmara ranean Anatolia

Capitalists 1 192.9 211.0 128.5 240.0 154.8 209.2 Q

Capitalists 2 111.1 106.4 91.5 96.3 151.9 143.6 112.2
Professionals 129.7 166.5 69.0 90.0 83.2 139.7 57.6
Government

employees 27.3 32.9 27.4 28.2 27.7 20.7 19.4
White-collar

workers 40.3 41.1 44.9 30.6 36.3 38.6 19.1
Rentiers 29.7 71.5 22.5 12.7 15.4 10.3 17.5
Skilled labor 23.8 26.3 22.3 23.6 24.5 23.4 17.9
Unskilled labor 14.5 16.0 13.3 15.9 18.5 13.1 8.9
Artisans 23.2 26.5 23.4 30.6 18.8 23.7 16.5
Farmers 23.1 26.8 28.2 28.3 22.0 19.3 17.1
Rural labor 9.0 8.3 8.7 8.8 10.7 6.2
All households 24.6 36.4 25.5 26.8 22.2 21.4 16.7

QThere were no capitalists 1 households in the sample from the eastern Anatolia region.

In general, there is quite a lot of variation in group mean incomes among
the different regions. The ratio of mean incomes of the richest region (big
cities) to the poorest (eastern Anatolia) is 2: 19. As discussed in the preceding
section, this ratio probably understates the true ratio because nonagricultural
incomes are significantly underestimated. Government workers and skilled
workers have the least variation across regions. Government pay scales are
relatively fixed, and skilled workers are a mobile group for which one would
expect the operation of labor markets to tend to equalize incomes across
regions. The extreme variations across regions for the capitalist and profes
sional groups are interesting and constitute an important source of inter
regional inequality. It is also true that the sample sizes for these groups are
small, leading to a higher sample variance for the estimates.

Table 4.29 gives various statistics describing the overall regional distribu
tions. Looking at the overall within-region relative distributions, perhaps the
most interesting fact to note is that the distributions are not dramatically
different. The Gini coefficients range from 0.45 to 0.57, with the overall Gini
coefficient for Turkey being 0.51. The big-city distribution is the most equal
and is generally flatter in both the upper and lower tails.

It is interesting that even though the metropolitan region contains well
over half the capitalists in Turkey, there are three regions-including the
poorest two-in which the upper three deciles all have larger shares of total
income. The basic reason is that fann income is quite unequally distributed,
and there are a large number of farmers in the non-big-city regions. The big
city capitalists are very rich but not very numerous.



TABLE 4.29
Regional Distribution Statistics

Central Black Aegean- Eastern
Turkey Big Cities Anatolia Sea Marmara Mediterranean Anatolia

Relative distribution (percent)
Decile: 1 1.1 2.2 1.4 1.0 1.5 0.7 1.1

2 2.3 3.4 2.5 2.1 2.8 1.8 2.3
3 3.4 4.3 3.5 3.1 3.9 2.9 3.4
4 4.5 5.1 4.5 4.1 5.0 4.0 4.5
5 5.7 6.1 5.7 5.3 6.2 5.1 5.9
6 7.1 7.2 7.2 6.8 7.7 6.5 7.4
7 8.9 8.7 9.0 8.7 9.5 8.3 9.3 ~

8 11.6 10.9 11.8 11.5 12.2 10.9 11.9 ~
9 16.2 15.0 16.7 16.6 16.6 15.6 16.2

~......
~

10 39.1 37.2 37.6 40.8 34.6 44.2 37.9 ~

Gini coefficient 0.50 0.45 0.49 0.53 0.46 0.55
~

0.50 ~
Log variance 0.99 0.57 0.85 1.07 0.76 1.26 0.96 ~c
Mean incomes ~

~

Overall 24,570 36,431 25,487 26,843 22,154 21,422 16,670 ~
Top decile 96,090 135,370 95,884 109,575 76,736 94,620 63,118

~
~
~

Bottom decile 2,726 8,148 3,522 2,631 3,402 1,532 1,866 ~

Ratio: Top decile-bottom decile 35.3 16.6 27.2 41.6 22.6 61.8 33.8 ~
Ratio: Mean to overall 1.00 1.48 1.04 1.09 0,90 0.87 0.68 S·
Share (%) in ~

Total households 100.00 14.5 17.6 14.6 23.3 15.3 14.8 *Total income 100.00 22.4 18.3 16.0 21.0 13.3 10.0 ~

Share (%) of
Io...i

Very poor « 12,000) 38.41 13.97 36.59 38.09 38.86 48.60 53.60 Io...i
~

Wealthy (> 72,000) 5.11 9.17 5.69 6.60 3.58 4.25 2.27
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Table 4.29 also indicates that the "incidence" of extreme poverty and
extreme wealth is quite skewed by regions. Using 12,000 and 72,000 as
dividing lines, 38 percent of Turkish households are extremely poor and 5
percent are extremely wealthy. However, in the three big cities, only 14
percent are extremely poor, and 9 percent are extremely wealthy. At the
opposite extreme, in eastern Anatolia the percentages are 54 and 2.

Table 4.30 gives the group composition of the very poor defined as
households with incomes less than 12,000 TL. Table 4.31 gives the group
composition of the wealthy-those with incomes greater than 72,000 TL, or
5.1 percent of all households. Both tables indicate the different regional
sources of inequality. In the big-city region, the very poor are largely
government employees, skilled and unskilled labor, and artisans. In the other
regions, a majority of the very poor are farmers, followed by artisans and
unskilled labor. The wealthy households in the big-city region are largely
capitalists, professionals, and some government employees. In the other
regions, a large majority of the wealthy are farmers. Capitalists, profes
sionals, government employees, and artisans also contribute significant but
varying shares of the wealthy in the nonmetropolitan regions.

It is interesting that farmers, artisans, and government employees
provide significant shares of both the wealthy and the very poor. These
groups have very unequal within-group distributions in the different re
gions and are clearly quite heterogeneous in composition. It would be
worthwhile to try to decompose them further into more homogeneous
subgroups.

The similarity in the overall within-region relative distributions conceals
marked differences in underlying structure. The non-big-city regional distri
butions are largely dominated by agriculture and the distribution of income
among farmers. The distribution within the three big cities is dominated by
the split between the urban elite-capitalists and professionals-and work
ers, both skilled and unskilled. Government employees and artisans are
rather heterogeneous groups, providing a significant share of both wealthy
and very poor households.

What emerges from the structure of regional incomes is not so much a
clear-cut dualism as a more gradual progression from the relatively rich big
cities to the very poor eastern region, with the other non-big-city regions
forming an intermediate group. Recent developments and growth in such
cities as Bursa, Eskisehir, Adana, Iskenderun, Samsun, Konya, and Kayseri
have helped to spread industrial growth into various parts of the country.
While Istanbul remains the overwhelming commercial, industrial, and finan
cialleader, Turkey is not really a country characterized by a single metropol
itan center and has at least ten cities that are rapidly growing and contributing
to industrialization. Eastern Anatolia remains, however, an important ex
ception, and its very low mean income constitutes a substantial source of
overall inequality.
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TABLE 4.30
Composition by Groups ofPoor Households (percent)

Big Central Black Aegean- Mediter- Eastern
Turkeya Cities Anatolia Sea Marmara ranean Anatolia

Capitalists 1 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Capitalists2 0.00 0.00 0.00 0.00 0.00 0.03 0.00
Professionals 0.00 0.00 0.00 0.00 0.00 0.01 0.00
Government

employees 5.49 19.13 3.54 4.09 5.98 3.95 5.95
White-collar

workers 0.09 1.30 0.00 0.01 0.09 0.00 0.00
Rentiers 0.67 0.58 0.62 0.70 0.75 1.29 0.78
Skilled labor 4.35 24.31 4.35 3.71 3.07 2.51 3.12
Unskilled labor 16.57 32.91 21.91 19.05 11.21 12.69 18.08
Artisans 13.22 21.72 6.79 9.80 15.26 15.29 12.70
Farmers 55.62 0.05 53.18 60.74 56.13 59.69 58.25
Rural labor 3.98 0.00 5.61 1.91 7.51 4.54 1.12

aBased on aggregation of 11 within-group distributions.
Note: Very poor households are defined as having annual incomes less than 12,000 TL.

They represent 38.4% of all households.

TABLE 4.31
Composition by Groups of Wealthy Households (percent)

Big Central Black Aegean- Mediter- Eastern
Turkeya Cities Anatolia Sea Marmara ranean Anatolia

Capitalists 1 6.52 15.24 3.45 1.11 6.88 2.82 0.00
Capitalists 2 14.89 34.46 8.78 6.64 6.01 13.77 10.83
Professionals 5.07 12.40 1.98 1.11 2.55 5.89 1.43
Government

employees 8.21 16.52 4.64 5.65 13.89 0.84 1.78
White-collar

workers 1.72 5.04 0.64 0.03 0.87 0.23 0.00
Rentiers 1.22 5.40 0.31 0.00 0.25 0.0 0.65
Skilled labor 2.23 6.17 1.42 1.23 2.91 1.72 0.02
Unskilled labor 0.80 0.07 0.44 2.07 3.76 0.03 0.05
Artisans ,10.11 4.67 3.47 16.84 5.42 21.12 8.62
Farmers 49.22 0.03 74.87 65.33 57.26 53.56 76.60
Rural labor 0.02 0.00 0.00 0.00 0.19 0.01 0.00

aBased on aggregation of 11 within-group distributions.

Note: Wealthy households are defined as having annual incomes greater than 72,000 TL.
They represent 5.1% of all households.



120 KemalDervi$ and Sherman Robinson

Conclusion

It is not easy to conclude. The structure of inequality that emerges from
the various overall studies and from the data, incomplete as they are, is a
complex one. As we hope to have demonstrated with the two-sector analysis,
a very major portion of overall inequality in Turkey has been due to the
spread between agricultural and nonagricultural productivity. Throughout
the 1950s and the 1960s this was probably the single most important source
of inequality. There is no doubt that it can also be regarded as an important
force behind the extremely rapid migration and urbanization characterizing
this period.

Toward the late 1960s, however, a trend toward less intersectoral inequal
ity seems to have asserted itself. One ofthe prime causes for this reversal is to
be found in terms-of-trade movements favoring agriculture. Agricultural
productivity in constant prices has also started growing much faster than in
the past. It should be noted that this trend has continued to assert itself after
1973, and particularly in 1974, when the terms of trade moved extremely
sharply in favor of agriculture. What is happening currently in 1977 and
1978 is hard to assess given that inflation rates have reached dramatic
heights and various price indices are giving conflicting messages.

It is important to keep in mind that while the burden of taxes has probably
increased in the urban sectors, agriculture in Turkey is paying almost no
direct taxes. In terms of disposable household income the situation in the
mid-1970s is therefore not as unfavorable as would appear from the 1950
1973 productivity data. The intersectoral gap, while still important, is
narrowing.

The distribution of income within agriculture appears extremely unequal.
A substantial proportion of the very rich in Turkey are still large landowners
or farmers, and they pay little direct taxes. At the same time, agriculture
contains extreme poverty groups, particularly in the eastern region. While
the once overwhelming weight of agriculture has diminished over the last
decades, it still contains more than half of the population, and it is therefore
quite clear that a policy that succeeds in reducing inequality within agricul
ture would significantly reduce overall inequality.

Within the urban sector, one can distinguish four groups: the capitalist
urban elite, government employees, the urban working class, and the urban
traditional sector. It is interesting to note that the traditional sector as a whole
has a mean income higher than the mean income of urban labor. While the
mean income of skilled labor is comparable to that of the mean income of
small traders and artisans, unskilled labor is an extremely poor group and
pulls down the average income ofwage labor. Government employees, while
richer, are as a whole much closer to labor than to the capitalist elite.

With the increasing weight of the urban sectors in the total economy, it is
reasonable to expect the conflicts within the industrial sector to take on prime
importance in the future. Nevertheless, neither economists nor political
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scientists should forget that Turkey will remain, for about a decade, 50
percent agricultural. While the within-industry struggle for shares between
capital and labor is increasing in importance every year and may dominate
the urban-centered political debates, the intersectoral terms of trade and the
within-agriculture distribution still remain important factors influencing the
political and economic mechanisms that generate the distribution of income.

Notes

1. The methodology used in this chapter is based on some of our recent work. See in
particular S. Robinson, "Income Distribution Within Groups, Among Groups and Overall: A
Technique of Analysis," 1976.

2. In Chapter 11, Kuran uses a three-sector model with an urban-traditional sector to
analyze the sources of inequality over time. His results are quite suggestive, in spite of data
problems, and complement our two-sector analysis.

3. Its impact on overall inequality depends on the shares of1+ S and A sectors in the
total labor force.

4. The following countries are included in increasing order of per capita income: Thai
land, India, Pakistan, United Arab Republic, Turkey, Honduras, Portugal, Spain, Colombia,
Japan, Greece, Chile, Ireland, Italy, The Netherlands, Germany, Argentina, Finland, Belgium,
France, Norway, Denmark, Canada, and the United States.

5. H. B. Chenery and M. Syrquin,Patterns ofDevelopment, 1950-1970, 1975, p. 53.

6. S. Robinson, "Sources of Growth in Less Developed Countries: A Cross-Section
Study," 1971, p. 392. The average for 39less-developed countries (LDCs) was 0.52 percentage
points per year.

7. Definitional differences may partly be responsible for the extreme value. Participation
rates for women and unpaid family workers are high in Turkey, probably higher than in most
other countries. Adjusting to "equivalent labor" may thus lower the K ratio more in Turkey than
in other countries. Turkey is also one of the countries with the most rapid rates of rural-urban
migration (see Chapter 9), which may again reflect the degree of dualism in the economy.

8. We have also done the integration assuming thatP, Q, andR grow linearly; thatis,P(t)
= Po + at, etc. The integrals are polynomials in T. Empirically, the differences in the two
versions, even for a 13-year period, were minor.

9. In Chapter 5 Ulusan finds less of a trend in his analysis. However, he is comparing
rural and urban real incomes and thus analyzes rural and urban cost-of-living indices, not
agricultural and nonagricultural price indices as is done here.

10. In 1974, under the short-lived RPP government, the terms of trade moved even more
sharply in favor of agriculture than they had in the previous period. For a more detailed analysis
of the relation between price-support policies and political variables, see Chapter 6.

11. See Chapters 6, 7, and 8.

12. See E. Tiimertekin, Urbanization and Urban Functions in Turkey, 1973.
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13. For an analysis of tax burdens, see Mete Durdag, Some Problems ofDevelopment
Financing: A Case Study of the Turkish First Five-Year Plan, 1963-1973, 1973, and M.
Krzyzaniak and S. Ozmucur, "The Distribution oflncome and the Short-Run Burden of Taxes
in Turkey, 1968," 1973. Here we are concerned only with the "first-round" legal incidence.

14. For an attempt at arriving at functional categories from national accounts and indus
trial data, see L. Ecevit and E. Ozottin, The Changing Structural Distribution ofIncome and
Employment in Turkey and Kuznets Hypothesis, 1975.

15. The two-way division adopted by the survey distinguishes essentially between very rich
and rich capitalists.

16. See K. Boratav, "1950-1965 Doneminde Tarim Di~indaki Emekci Gruplar Acisindan
Gelir Dagilimindaki Degi~iklikler," 1969, for an attempt at measuring their share over time.

17. See Peter Richards, "Poverty, Unemployment and Underemployment," 1976.

18. Village teachers are traditionally believed to be partly compensated for their extremely
low pay by agricultural income in kind.

19. See Chapters 9 and 10.
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CHAPTER 5

Public Policy Toward ,Agriculture
and Its Redistributive Implications

AydIn Ulusan

5.1. Introduction

Approximately 60 percent of Turkey's total population lives in rural areas,
and about the same percentage of this group derives its income from agricul
tural activities. Although agriculture's importance is steadily declining, it still
accounts for 28 percent of Turkey's national income and 78 percent of the
country's exports.

Millions offamilies living in rural areas are still impoverished. As noted in
Section 5.3 of this study, farm output and income per household are substan
tially lower than in the rest of the economy taken as a whole. And farmers'
hardships are aggravated by the vagaries of nature, limited control over
supply, and price fluctuations. These are, or should be, the primary reasons
for the need of agricultural support by the state. In fact, starting from this
premise, the third five-year development plan (1973-1977) states the general
goals of agricultural support policy as follows: "To maintain stability in
agricultural prices and incomes, to provide for better marketing, and to help
increase the efficiency of agricultural production within the framework of
domestic and foreign demand and the characteristics of Turkish soil. "1

In this chapter we shall consider to what extent these official goals have
been achieved. More particularly, the main aim is to ascertain whether the
distribution of income has changed both between the agricultural and non
agricultural sectors and within the agricultural sector itself as a result of
government intervention.

In Section 5.2 a brief description of agricultural support policy, its extent,
and its implementation is provided. Of particular interest is how support
policy is financed.

Section 5.3 is an attempt at analyzing the intersectoral distribution of
income by bringing to bear some relevant results of an estimated macro
econometric model of the agricultural sector.2 Time-series data covering the
1950--1973 period were used in estimating the model.

In Section 5.4 survey data for 1963, 1968, and 1973 are used to examine
the intrasectoral distrih,ution of agricultural income.

'",
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Finally, in Section 5.5 we shall present a general assessment of the
effectiveness of state agricultural support and some policy implications.

5.2. Agricultural Support Policy

5.2.1. Purpose

Government interventions in agriculture are common throughout the
world. Among their objectives are

To ensure the continuity of export earnings by assuming the financial burden
resulting from foreign and domestic price disparities,

To dampen domestic price movements in order to ensure the stability of agricul
tural production and to prevent fluctuations in farmers' income,
To give incentives to promote the production and/or marketing of certain agricul
tural crops, and, more generally,
To influence the distribution of income between agriculture and the rest of the
economy, and/or within agriculture (Le., between large and small farmers).

The government's support activities in Turkey have a long history and
extend over many facets of agriculture. They have, from time to time, ranged
from supporting large bodies of producers by guaranteeing government
purchases at fixed floor prices3; compensating producers for the difference
between export and domestic prices4

; intervention, as in the case of tobacco,
when the state is the sole producer using a crop; and protecting consumers;
to, finally, encouraging the introduction of new crops into the pattern of
traditional agriculture.5

With the adoption of the principle of economic planning, agricultural
support policy also became better defined. Upon examining the five-year
development plans and yearly programs, we see that the aim of Turkish
agricultural policy after 1963 was

1. To export agricultural products in order to obtain foreign exchange needed for
industrialization

2. To attain self-sufficiency in total production of food

3. To support producer prices

4. To keep down consumer prices6

To realize these objectives an extensive intervention mechanism was set up.
The government implemented policies and mechanisms to influence export
prices, established state economic enterprises and cooperatives in order to
organize the economic and financial activities of certain subsectors of agri
culture, subsidized agricultural. inputs, and set prices at which it would
guarantee purchases and affect sales.

As can be seen, the last two goals require balancing, and there is no
explicit mention of redistributing income. We shall examine the tension
between goals 3 and 4 later on. Meanwhile, we should keep in mind that the
above policy guidelines were set out at the inception of the third five-year
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development plan in 1971. In the last few years redistributive issues have
come to the fore and are spelled out explicitly in the supporting documents of
the fourth five-year development plan.7

5.2.2. Implementation and Finance

Although the activities listed above are carried out to a certain extent, the
main thrust of agricultural support is the setting of prices and the purchase of
some commodities by state agencies.

In general, support (or minimum) prices are set by decision ofthe Council
of Ministers, based on the views and suggestions of the Ministers of Finance
and Commerce and the State Planning Organization. The state provides the
funds for the purchase of supported agricultural products and guarantees to
meet the losses arising from marketing and storage. If the purchasing agency
is a state economic enterprise, short-term credits for purchasing and manage
ment are provided by the Central Bank. Similar credits for cooperatives and
unions of cooperatives are channeled through the Agricultural Bank (T. C.
Ziraat Bankasl) which issues bonds that are discounted by the Central Bank. 8

As can be seen from this brief explanation, the burden of financing
agricultural support purchases lies mainly on the Central Bank. Although
these are called "credits," particularly those obtained by discounting Trea
sury-guaranteed bonds, they really are not, since they never seem to be paid
back. Let it suffice to say at this point that agricultural support policy in
Turkey is financed mainly by printing money.

5.3. The Intersectoral Distribution of Income

Turkey's agricultural sector is divided into the four subsectors of crop
production, livestock production, forestry, and fishing and hunting. Data
limitations and the fact that government support policy is directed mainly at
crop production are the reasons behind our concentration on the first sub
sector of agriculture.

The effects of the government's agricultural policy on production, credit,
prices, and incomes and the resulting distribution of income between agri
culture and the rest of the economy will be focused on in this section.

5.3.1. Crop Production

Extremely favorable yields in the last few years prompted many to believe
that the technological revolution was fmally taking place in Turkish agricul
ture. Indeed, it is with the expanded use of chemical fertilizers, improved
seeds, and plant protection chemicals and by the expansion of irrigated land
that future increases in output can be expected. As Aresvik puts it, "Through
improved land and water management and the introduction of high-yielding
technology, the levels of crop intensity and crop yields could reach those
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levels attained by the most agriculturally developed countries. This achieve
ment alone could make Turkey an agricultural giant."9 This, however, seems
to be too recent a phenomenon and is swamped by the relationship prevailing
in the first 20 years of the period under study. Regression runs of the Cobb
Douglas production function indicate that 96 percent of the variation in ag
gregate crop output is explained by variations in land sown and mech
anization. lo

Although the inclusion of other inputs such as fertilizer and plant chemical
usage in the arguments of the production function would have been desirable,
only a small time-series set was available. Time-series data on irrigation and
improved seed usage, on the other hand, could not be obtained at all.

In the absence of diminishing returns and improved agricultural techno
logy, crop output depends primarily on the area sown. Although this claim is
not supported by the estimated Cobb-Douglas production function men
tioned above, it has, nevertheless, been put forth as the underlying factor
leading to increased crop production in the period under consideration even
though more and more marginal land was brought under the plow, making the
assumption of diminishing returns quite plausible.12

The large increases in the cultivated area were at the expense of grazing
land and are attributed to population pressure and growing mechanization.13

It was estimated that the average area plowable, without danger of serious
erosion, is only about 16 million hectares (1 hectare is approximately 2.5
acres).14 As can be seen from Table 5.3.1, this limit was exceeded in the
early 1950s, and close to 20 million hectares of land are presently being
sown. IS

The above results are all verified by the estimated macroeconometric
model and can be represented by Figure 5.3.1.16

FIGURE 5.3.1.
Significantfactors affecting aggregate crop output

in the 1950-1975 period.

Population pressure -+.G::l --+

~
t

Mechanization

Aggregate
crop output

-+ ....----_..

It should' be kept in mind that this is just an abstraction and is meant to
depict the most significant factors that affected aggregate crop output in the
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TABLE 5.3.1

Aggregate Crop Production and Production Inputs

Real Value of
Aggregate Crop

Production Number Agricultural
(millions ofTL) Land Sown of Labor Force

Year (1963 prices)11 (1000 hectares) Tractors (1000)

1950 9,506.5 11,344 16,585 6341
1951 12,132.5 12,165 24,000 6397
1952 13,709.4 13,441 31,415 6455
1953 14,503.8 14,728 35,600 6513
1954 13,095.4 14,968 37,743 6571
1955 14,307.8 16,015 40,282 6630
1956 15,392.3 16,432 43,727 6679
1957 16,119.4 16,301 44,144 6728
1958 17.997.8 16,683 42,527 6776
1959 17,666.3 17,038 41,896 6823
1960 18,267.3 17,365 42,136 6867
1961 17,245.6 17,282 42,505 6868
1962 17,712.3 17,384 43,747 6868
1963 20,264.1 17,501 50,844 6865
1964 20,805.4 17,635 51,781 6862
1965 19,348.8 17,599 54,668 6856
1966 22,992.2 17,838 65,103 6830
1967 22,958.7 17,929 74,982 6803
1968 23,211.5 18,328 85,475 6776
1969 23,221.8 18,808 96,407 6750
1970 23,915.2 18,634 105,865 6722
1971 27,488.0 19,006 118,825 6690
1972 27,774.0 19,230 135,726 6666
1973 24,541.2 19,336 156,139 6643
1974 27,180.3 19,389 200,466 6620
1975 N.A. N.A. N.A. 6605

Source: Appendix 5.C, Table 5.C.4.

1950-1975 period. There can be no doubt that technological improvements
such as improved seeds, better tillage practices, fertilizer and plant chemical
usage, and irrigation also had a positive impact. HQwever, their adoption was
quite limited and therefore did not affect the overall picture in the 25 years
being studied.

An interesting result is the absence of a statistically significant relation
ship between aggregate crop output and agricultural labor. This, however, is
explainable, as an examination of Table 5.3.1 clearly shows that the agricul
turallabor force was more or less constant in the 1950-1975 period.
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As the government's policy toward population growth is beyond the scope
of this chapter, population pressure is considered exogenous.

The mechanization of Turkish agriculture came about with the implemen
tation of the Marshall Plan, and most purchases of tractors were financed by
agricultural credits. Government policy, through agricultural credits, made
possible an increasing number of tractors to be introduced into the system,
which led to more and more land being brought under the plow and resulted
in increasing aggregate crop production (see Table 5.3.1).

Those who benefited from the increase in land sown were obviously the
tractor owners, the implications ofwhich will be discussed in detail in Section
5.4. What concerns us here is how agricultural credits, which made possible
increases in output and therefore income, affected the intersectoral distri
bution.

5.3.2. Agricultural Credits

It must be emphasized that agricultural credit, the way it is defined here,
includes the method of financing agricultural support policy in Turkey and is
therefore crucially important to the policy implications and recommenda
tions drawn later.

Investments by farmers are to a very large extent financed by credit, and it
should be pointed out at this point that these credits are not for the purpose of
purchasing land. In most cases ownership of land is a prerequisite for
obtaining credit, as it serves as collateral.

Besides the "organized" agricultural credit agencies, which are the Agri
cultural Bank and agricultural credit and sales cooperatives, dealers and
village moneylenders are also a source of credit. As no data are available on
the "unorganized" sources of credit and cooperatives are completely under
the control of the Agricultural Bank, it can be considered the primary source
of credit to farmers. See Table 5.3.2.

5.3.2.1. Agricultural Bank Credits

The Agricultural Bank is, as explained above, the main source of direct
credit to farmers. The intuitive notion that the mechanism of credit allocation
would tend to favor the already better-off farmers is verified by many studies
on Turkish agriculture.!7 Although this is basically an intrasectoral problem,
it deserves mention in this section as well.

The Agricultural Bank, although state-owned, operates like any other
commercial bank but concentrates its activities on the agricultural sector.
With the exception of being favored by deposits from public entities, its
source of funds is the same as other banks: savings of the general public. The
lending rates dictated by the Ministry of Finance, however, are different for
agriculture. Table 5.3.3 is indicative of the government's effort to provide
cheaper credit to agriculture and thus make possible a more equitable
intersectoral distribution of income. However, if the farmers making use of
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TABLE 5.3.2
Agricultural Credits

Credits Extended by Central Bank Credits
the Agricultural Bank to Agriculture

Year (millions ofTL) (millions ofTL)

1950 N.A. 535
1951 N.A. 739
1952 N.A. 1,050
1953 1,009 1,331
1954 1,037 1,561
1955 2,254 1,414
1956 2,574 1,851
1957 2,782 2,407
1958 2,808 2,745
1959 2,180 2,756
1960 2,037 2,880
1961 1,898 2,904
1962 2,757 3,002
1963 3,327 3,457
1964 3,823 4,222
1965 3,790 4,041
1966 4,569 5,539
1967 5,064 6,580
1968 6,345 7,883
1969 6,861 9,257
1970 6,551 9,676
1971 4,294 10,155
1972 9,811 11 ,791
1973 16,325 15,014
1974 18,287a 27,419
1975 N.A. 38,966

Source: Appendix 5.C, Table 5.C.4
aOur estimate.

TABLE 5.3.3
Lending Rates18

Short-term
Medium-term
Long-term

Loans to Agriculture
(%)

10.5
10.5
10.5

Loans to Nonagn'culture
(%)

11.5
14
14

Source: Central Bank bulletins.
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this cheap credit are the already better-off ones, this would tend to increase
the inequalities within agriculture and could very possibly wipe out any
redistributive improvement among sectors.

5.3.2.2. Central Bank Credits to Agriculture

The Central Bank also extends agricultural credit. The recipients are the
following state economic enterprises, which are the agents for the govern
ment's agricultural support policy:

The Soil Products Office
The Sugar Factories Corporation
Agricultural sales cooperatives
Agricultural credit cooperatives

Sumerbank
The state monopolies

The basic mechanism for obtaining credit is for the above agencies to get
their Treasury-guaranteed bonds discounted at the Central Bank.19 That is,
bank notes are issued against the Treasury-guaranteed bonds of the agents of
the government's agricultural support policy. Defaults on agricultural credits
extended by the Central Bank were on average 40 percent, 36 percent, and
37 percent, respectively, for 1950-1960, 1961-1970, and 1971-1972.20

The Treasury guarantee on these bills is also meaningless, and, as with most
loans to public bodies in Turkey, they have also eventually become nonre
deemable. Thus in 1961 and again in 1975 consolidation acts have converted
all the bank's outstanding receivables into Treasury bonds carrying interest
of 0.5 percent and payable in semiannual installments over 100 years. As
this debt is still not being retired and no contractionary policies to neutralize
it are being undertaken, agricultural support policy, as implemented by the
above state economic enterprises, is being financed by the· Central Bank's
creation of money. See Tables 5.3.4 and 5.3.5.

Although there are also defaults in the credits that farmers obtain from the
Agricultural Bank, the consequences are in the direction of curtailment of
credit in future periods. Bad debts on the Agricultural Bank's books not only
reduce the base on which credits are extended but also reduce demand as
unpaid debts render a farmer ineligible for any further credit.

5.3.3. Inflation

In Turkey coins are minted by the Treasury, subject to limits specified by
law. Bank notes are issues by the Central Bank against assets such as gold,
foreign exchange, government bills, and commercial paper. Yenal summa
rizes the process as follows:

There are no limits to the total bank notes that can be issued, or even to the
volume of bank notes that can be issued with fiduciary backing. In spite of the
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TABLE 5.3.4
Average Yearly Increases in Outstanding Debts to

the Central Bank (millions ofTL)

1950-1960 1961-1970 1971-1972

Soil Products Office 80 109 1100
Sugar Factories Corp. 41 62 100
Monopolies 34 190 40
Sales cooperatives 53 129 -105

Source: Central Bank Monthly Bulletin, December 1972, p. 55.

TABLE 5.3.5
Central Bank Credits to Agriculture and the Money Supply

Year

1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975

Central Bank Credits
to Agriculture

(millions ofTL)

535
739

1,050
1,331
1,561
1,414
1,551
2,407
2,745
2,756
2,880
2,904
3,002
3,457
4,222
4,041
5,539
6,580
7,883
9,257
9,676

10,155
11 ,791
15,014
27,419
38,966

Money Supply
(millions ofTL)

1,478
1,849
2,224
2,749
3,137
3,938
5,052
6,484
6,823
7,945
8,327
8,978
9,916

11,096
12,963
15,064
18,326
21,166
23,979
27,930
32,875
40,076
48,326
64,704
81,407
N.A.

Source: Appendix 5.C, Table 5.C.4
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complicated rules with respect to notes that can be issued for different kinds of
assets, and in spite of the semi-independent character of the Bank's manage
ment in theory, it was in practice as if the government had almost unlimited
authority to determine the amount it wanted to borrow from the Central Bank
and thus to influence the amount of paper money in circulation.21

Given the way agricultural support policy is financed, government inter
vention in agriculture obviously affects the level of prices. As Ostunel points
out, "The prices of the T.M.G. in the 1950s led to higher domestic cereal
prices than world prices.... Governments raising cereal prices tried to
prevent higher bread prices in the cities, and used the resources ofthe Central
Bank instead of budgetary fmancing to balance the accounts of the Soil
Products office. This constituted the main source of inflation in Turkey."22

The relatively simple financial institutional setup in Turkey results in a
relationship between money supply and prices that is quite direct and is
verified by many empirical studies in this field. 23 Furthermore, an examina
tion of Table 5.3.6 shows that increases in the money supply have a greater
effect on city prices. This is quite reasonable if one considers the fact that
there still exist rural families that are outside "the money economy."24

Changes in agricultural and nonagricultural populations and real incomes
can also affect prices. This, however, is not borne out by the results of the
econometric model mentioned above.25 Thus, increases in the money supply
seem to be the major factor affecting prices in the period under study in
Turkey.

Having established that the main cause of inflation in the 1950-1975
period was excessive money-supply growth, we must now ascertain the
relative importance of agricultural support policy in this inflationary process.

While a very rough measure, Table 5.3.7 provides us with the proportion
of the average yearly increase in the money supply that can be attributed to
the government's agricultural support policy. We see that the proportion was
30 percent, 20 percent, and 15 percent, respectively, for the 1950-1960,
1961-1970, and 1971-1972 periods. Also, we see that as the Turkish
economy grew and the relative share of agriculture in GNP declined, the
weight of agricultural support policy in average yearly money-supply growth
has decreased.

5.3.4 Income and the Cost ofLiving

Deflating agricultural incomes by the village cost-of-living index would
seem to result in a better indication of economic welfare for this subgroup of
the population as the "commodity basket" is obviously different from that
applicable to urban dwellers. For nonagricultural income both the Ankara
and Istanbul cost-of-living indices were used. However, the slightly better
statistical result obtained in the econometric model led us to adopt the
Istanbul cost-of-living index as the measure of consumer prices in the cities.

Examining Table 5.3.8, we see that real agricultural and nonagricultural
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TABLE 5.3.6

Money Supply and the Cost ofLiving

Year

1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975

Money Supply
(millions ofTL)

1,478
1,849
2,224
2,749
3,137
3,938
5,052
6,484
6,823
7,945
8,327
8,978
9,916

11,096
12,963
15,064
18,326
21,166
23,979
27,930
32,875
40,076
48,326
64,704
81,407

City Cost of
Living Index
(1963 = 100)

35.4
35.0
37.1
38.4
41.8
45.6
52.1
56.7
64.3
92.1
87.1
90.1
93.5

100.0
100.2
104.8
113.6
129.6
137.6
144.2
155.6
185.2
212.7
243.6
301.8
365.8

Village Cost of
Living Index
(1963 = 100)

45.8
45.9
48.5
48.9
49.8
54.0
54.3
64.1
78.7
94.3
93.9
91.5
94.6

100.0
99.5

104.2
108.8
112.9
117.1
122.0
133.5
154.6
173.7
211.9
255.5
N.A.

Source: Appendix 5.C, Table 5.C.4.

TABLE 5.3.7
Average Yearly Increases in the Money Supply and Outstanding

Agricultural Debt to the Central Bank (millions ofTL)

(1)/(2)
(1) (2) Ratio ofDebt

Period Money Supply AgriculturalDebt to Money Supply

1950-1960 685 208 0.30
1961-1970 2455 490 0.20
1971-1972 7726 1135 0.15

Source: Table 5.3.6 for column 1 and Table 5.3.5 for column 2.
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incomes were more or less equal in 1950. However, in the 24-year period
from 1950 to 1974 while real agricultural income grew by approximately 300
percent, real nonagricultural income increased sevenfold. This, however, is
an incomplete picture as changes in agricultural and nonagricultural popula
tions in this period are not accounted for.

5.3.5. The Distribution ofReal Per Capita Income

As can be seen from Table 5.3.9, in the 25-yearperiod from 1950 to 1974
real per capita nonagricultural income was, on the average, 3.5 times greater
than real per capita agricultural income. Although the ratio ofnonagricultural

TABLE 5.3.8
Nonagricultural and Agricultural Income (millions ofTL)

Real Real
Nominal Nominal Nonagricultural Agricultural

Nonagricultural Agricultural Income Income
Year Income Income (1963 prices) (1963 prices)

1950 4,226.2 5,655.1 12,691.3 12,347.4
1951 4,654.5 6,784.0 13,689.7 14,780.0
1952 6,771.9 6,193.3 19,022.2 12,769.7
1953 8,063.7 7,234.7 21,618.5 14,794.9
1954 9,557.1 5,927.2 23,539.6 11,902.0
1955 11,487.3 7,638.2 24,972.4 14,144.8
1956 13,197.2 9,096.3 25,876.9 16,751.9
1957 15,847.7 12,004.9 28,049.0 18,728.4
1958 19,277.1 16,144.4 29,075.6 20,513.8
1959 25,194.0 18,495.0 30,427.5 19,612.9
1960 27,320.8 19,238.1 30,628.7 20,487.9
1961 30,012.8 19,048.0 33,310.5 20,817.5
1962 33,139.9 21,778.8 35,255.2 23,022.0
1963 37,658.7 25,142.5 37,658.7 25,142.5
1964 41,597.4 24,800.1 41,267.3 25,929.7
1965 47,046.1 25,434.4 43,723.2 24,409.2
1966 54,408.3 30,160.9 47,936.8 27,721.4
1967 61,662.2 31,354.7 51,129.5 27,772.1
1968 69,914.4 31,291.0 55,664.3 26,721.6
1969 78,500.3 33,635.0 59,156.2 27,569.7
1970 93,121.8 39,425.8 . 62,792.8 29,532.4
1971 121,972.1 50,896.1 67,499.8 32,921.2
1972 151,087.2 60,120.3 72,533.5 34,611.6
1973 203,431.1 74,472.3 84,341.3 35,145.0
1974 274,246.8 107,772.4 98,508.2 42,181.0
1975 343,423.0 132,230.0 N.A. N.A.

Source: Appendix 5.C, Table 5.C.4.
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TABLE 5.3.9
Agricultural and Nonagricultural Populations and Real Per Capita Incomes

(1) (2) (3) (4) (3)/(4)
Agricultural Nonagricultural Real Per Capita Real Per Capita Index of
Population Population Ag. Income Nonag. Income Distri-

Year (1000) (1000) (TL) (TL) bution

1950 15,903 5,044 776.4 2516.1 3.2
1951 16,227 5,309 910.8 2578.6 2.8
1952 16,554 5,589 771.4 3403.5 4.4
1953 16,880 5,886 876.5 3672.9 4.2
1954 17,206 6,200 691.7 3796.7 5.5
1955 17,532 6,633 806.8 3822.5 4.7
1956 17,911 6,850 935.3 3777.6 4.0
1957 18,295 7,183 1023.7 3904.9 3.8
1958 18,681 7,535 1098.1 3858.7 3.5
1959 19,069 7,905 1028.5 3849.1 3.7
1960 19,461 8,294 1052.8 3692.9 3.5
1961 19,458 8,989 1069.9 3705.7 3.5
1962 19,77}- 9,385 1164.4 3756.6 3.2
1963 20,083 9,800 1251.9 3842.7 3.1
1964 20,392 10,236 1271.6 4031.6 3.2
1965 20,699 10,692 1179.2 4089.3 3.5
1966 20,766 11,428 1334.9 4194.7 3.1
1967 20,994 12,019 1322.9 4254.1 3.2
1968 21,209 12,646 1259.9 4401.7 3.5
1969 21,409 13,310 1287.8 4444.5 3.5
1970 21,592 14,013 1367.7 4481.0 3.3
1971 21,466 15,014 1533.6 4495.8 2.9
1972 21,576 15,800 1604.2 4590.7 2.9
1973 21,660 16,634 1622.6 5070.4 3.1
1974 21,718 17,516 1942.2 5623.9 2.9
1975 21,748 18,450 N.A. N.A. N.A.

Source: Appendix 5.C, Table 5.C.4.

to agricultural real per capita income ranges from a maximum of 5.5 in 1954
to a minimum of 2.8 and 2.9 in 1951, 1971, 1972, and 1974, these
deviations can be attributed to extremely poor and favorable crop yields, and
no redistributive success can be claimed.

It is often argued that improvements in intersectoral inequality result from
higher price increases for commodities sold by farmers relative to price
increases of commodities bought by farmers. Although this measure is
referred to as the terms of trade by some authors, it is not the generally
accepted definition.26 Terms oftrade is defined as the ratio of the agricultural
price index to the nonagricultural price index. Thus, when Dervi~ and
Robinson observe a movement in the terms of trade in favor of agriculture
after 1968, this need not contradict our result that there has been no
redistributive successY The measure used here incorporates the fact that the
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TABLE 5.3.10
Index ofRelative Welfare (1963 = 100)

Year
General Index Village Cost-of-
ofCrop Prices Living Index

Index ofRelative
Welfare28

1963
1968
1969
1970
1971
1972
1973
1974

100.0
112.7
122.5
131.3
141.8
152.3
213.0
318.0

100.0
117.1
122.0
133.5
154.6
173.7
211.9
255.5

100.0
96.3

100.4
98.3
91.7
87.7

100.5
124.5

Source: Nur Keyder, "Ttirkiye'de Tanmsal Reel Gehr ve Klrsal Refah Endeksi"
[Real agricultural income and the rural welfare index in Turkey], METU Studies in
Development, vol. 12 (Summer 1976): p. 63, Table 6.

agricultural population also consumes agricultural products and should,
therefore, more appropriately be called an index of relative welfare.

We can say that relative welfare moves in favor of agriculture when the
index calculated by dividing the· general index of crop prices by the village
cost-of-living index (X 100) is greater than 100.

Examining Table 5.3.10, we see that in only three out of the eight years in
the series was the index greater than or equal to 100. Our statement of no
redistributive success seems to be supported by the index of relative welfare
also.

Another striking feature is the extreme year-to-year fluctuations that real
per capita agricultural income has exhibited over the period. While a 20
percent increase was recorded in 1974, a 21 percent decrease occurred in
1954.

Even though prevention of year-to-year fluctuations and redistributing
income are stated goals of agricultural support policy, one cannot see any
evidence of improvement in either aspect.

5.4. The Intra-agricultural Distribution of Income

From the results obtained in Section 5.3, we cannot support the claim that
redistributive success has been achieved in the 1950-1974 period between
the agricultural and nonagricultural sectors of the Turkish economy. We
must, however, keep in mind that, so far, we have been dealing with aggregate
figures. Even though real per capita agricultural income is quite a low figure,
it is just an average for the sector as a whole; if one person is starving and
another well fed, one cannot conclude that there are two half-starved people.

We shall now attempt to look at the distribution of income within the
agricultural sector. For this analysis we have had to rely basically on
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Boratav's 1963 survey data, the 1968 and 1973 Hacettepe University
fertility surveys or interpretations thereof, and a study of land distribution by
the State Planning Organization.29 Although beset by many problems asso
ciated with survey data, changes in definitions from one period to the other,
and the fact that the basic source, the Hacettepe surveys, were taken to study
fertility rather than income distribution per se, these are the only data
available that provide a cross-sectional picture at three different time periods.

5.4.1. Some General Observations

It was pointed out in Section 5.3 that, in the period under study, mechani
zation of Turkish agriculture led to the expansion of the area under cultiva
tion, which in tum made possible the increases in aggregate crop output.
Before proceeding with the analysis of the survey data we shall take a brief
look at the within-agriculture distributional implications of the increase in
cultivated land and mechanization.

The fact that those who benefited from the increase in land sown were
tractor owners is well documented.30 Furthermore, tractor owners were, in
general, those who could obtain credit: "Particularly in those early days, who
got the tractors was largely a matter ofwho was able to qualify for the credits.
Being over 25 years ago it is difficult to find precise information on how this
credit was allocated. However, interviews with knowledgeable sources suggest
that during that period a farmer had to have 600 decares to qualify for tractor
credit."31 Thus, large landowners were favored with tractor credit which
enabled them to increase their ownership and/or operation of land. Things
have not improved greatly in the past 25 years as a farmer still has to be
operating at least 300 decares of land to qualify for tractor credits.

At whose expense did tractor owners expand their area of operation? A
glance at Table 5.4.1 may provide some answers. It summarizes the results

TABLE 5.4.1.
Sources ofNew Areas Brought Under Cultivation

No. of Unused Brush- Swamp-
Regions Villages Pastures Fields Forests land land

Central Anatolia 86 60 33
Mediterranean 92 29 32 13 24 1
Aegean 106 60 50 24 30 4
Marmara 68 39 46 12 4
Southeast Anatolia 68 25 39 2
Black Sea 28 10 8 3 8
Total 448 223 208 42 68 5

Source: Faculty of Political Science, Economic and Social Aspects of Farm
Mechanization in Turkey (Ankara: 1953), University ofAnkara, p. 29.
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of a survey in which Muhtars (village headmen) were asked to name the
sources of land recently brought under the plow in their village. Looking at
the totals, we see that approximately 50 percent of newly cultivated land was
said to have come from common pastures. Furthermore, as Eva Hirsch
points out,

... the equalizing effect of animal incomes has diminished after 1952; as more
and more pasture land was plowed up and the number of livestock grazing on
these shrinking pastures continued to grow, there is evidence that absolute
diminishing returns from the use of the common pasture land set in. By reducing
the income that could be derived from the common pastures these develop
ments have also reduced the equalizing effect of animal incomes.32

We can summarize by saying that the process that started out with the
allocation of tractor credits which have led to increases in land sown and
resulted in increased aggregate crop output was not amenable to reducing
intrasectoral inequalities in agriculture.

5.4.2. Land Ownership

The 1973 distribution ofland by size is presented in Table 5.4.2. As can be
.seen, 2 percent of rural households in Turkey are landless. As for those who
own land smaller than 10 decares ( 10 decares = 1 hectare = 2.471 acres) the
percentage is ·20. Thus, about 42 percent of all rural households own very

TABLE 5.4.2
Distribution ofLand by Land Size: 1973

Households Total Privately Owned Land

Land Size Simple Cumulative Simple Cumulative
(decares) Percentage Percentage Percentage Percentage

Landless 22.37 22.37
1-5 10.13 32.50 0.81 0.81
6-10 9.61 42.11 1.91 2.72
11-20 14.88 56.99 5.71 8.43
21-30 9.35 66.34 5.91 14.34
31-40 6.93 73.27 5.94 20.28
41-50 5.71 78.98 6.35 26.63
51-100 14.97 93.95 39.51 66.14
101-200 5.43 99.38 19.83 85.97
201-500 0.00 99.38 0.00 85.97
501-1000 0.50 99.88 8.76 94.73
Over 1000 0.12 100.00 5.27 100.00

Source: State Planing Organization, Kzrsal Refah Politikasz (Rural Welfare
Policies), Special Committee for the Fourth Five-Year Development Plan, pub. no.
1587-oiK:269 (Ankara: SPO, June 1975), Table 1, p. 6.
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little or no land at all, and the land owned by this 42 percent makes up less
than 3 percent of total privately owned land.

On the other hand, compared to the above situation those households
owning 51 or more decares, which constitute 21 percent of all rural house
holds, own 73 percent of total plivately owned land. At the top of the
distribution those owning 1000 or more decares ofland account for only 0.12
percent of all rural households but own 5.27 percent of total privately owned
land.

According to surveys conducted by the Ministry of Village Affairs, the
inequitable distribution of land is most pronounced in the east and southeast
Anatolian regions. It has been determined that 513 villages in the provinces
of Adtyaman, Bingol, Bitlis, Ago, Erzurum, Diyarbaktr, Elazlg, Kars, Mal
atya, Mardin, Mu~, Siirt, Tunceli, Van, and Urfa are owned by one or two
families. 33 Moreover, landless families make up a large proportion of all rural
families in these regions. For example, the percentage oflandless households
is 40.8 in Mardin and 53.7 in Urfa. 34

Even these figures do not reflect the true nature ofthe situation. Law 4753
enacted in 1945 and aimed at providing land for small farmers stipulates that
land holdings greater than 500 dontims (500 dontims 9:: 500 decares 9::

123.55 acres) can be made public. Fear of this has caused many large
holdings to be fictitiously sold or registered under other names, thereby
making it difficult to determine the full dimensions of the inequality.

Before proceeding it will be useful to note the changes in land ownership
that occurred during the period 1963-1973. As can be seen from Table
5.4.3, the percentage of households which own no land increased by 13
percentage points during those ten years. 35 Furthermore, while the percen
tage of households that own less than 10 decares remained constant from
1963 to 1968, land owned by this group decreased from 6 to 3 percent of
total privately owned land and then slipped a bit farther in the succeeding five
years.

In short, the share of land held by small tillers markedly declined in the ten
years following 1963. Conversely, while the percentage of households own
ing more than 50 decares ofland was 27,18, and 21, respectively, for 1963,
1968, and 1973, their share of total holdings, after declining from 68 and 66
percent, rose to 73 percent in 1973. The Gini coefficients of agricultural land
distribution for the same years confirm this picture of worsening inequality:

G1963 = 0.5914,
G1968 = 0.6409,
G1973 = 0.6496.

5.4.3. Agricultural Income

Income generated from crop production and animal husbandry is defined
as agricultural income. Any other kind of income earned in rural areas is
called nonagricultural income.
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TABLE 5.4.3

Changes in Land Distribution in the 1963-1973 Period

1968 1973

Land Size
(decares)

Landless
1-5
6-10
11-50
51-100
101-500
Over 500

Percentage of Percentage of Percentage of Percentage of
Households Land Households Land

9.14 7.52
11.06 2.87 9.24 0.84
10.66 3.16 11.30 2.30
38.61 21.93 43.74 30.97
15.88 21.41 11.39 20.40
11.08 36.69 6.14 26.14
0.47 16.28 0.67 19.41

Percentage of
Households

22.37
10.13
19.74
36.87
14.97
5.43
0.62

Percentage of
Land

0.80
1.91

23.92
39.51
19.83
14.03

Source: For 1963 and 1968, Tuncer Bulutay, Hasan Ersel, and Serim Timur, Turkiyede Gelzr Dagllzml, Faculty of Political Science
Publication No. 325, Ankara University (Ankara: Sevin~ Matbaasl, 1971); for 1973, Table 5.4.2.
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In 1973 there were 3,309,467 households in Turkey which earned agri
cultural income. Almost all of these households, which make up about one
half of total households in Turkey, also earn nonagricultural income.

As can be seen in Table 5.4.4, 7 percent of all households earning
agricultural income earned less than 2500 TL per year, claiming 0.5 percent
of total agricultural income. On the other hand, 0.8 percent of the farm
households earned more than 200,000 TL per year, thereby accounting for
12.9 percent of total agricultural income.

The Land and Agricultural Reform Act (Law 1757) set a standard for
minimum household income in agriculture of 15,000 TL per year. Adjusting
this by the village cost-of-living index gives a figure of 20,560 TL for 197'3.
Given this "minimum-income" figure and land productivity, the minimum
farm size that would yield approximately this income was estimated for
different regions as follows: 9 hectares for the central Anatolian, 4 for the
Black Sea, 6 for the Aegean-Marmara, 5 for the Mediterranean, and 14 for
the eastern Anatolian regions. 36

In 1973 only about 20 percent of all farms in Turkey met these area
criteria for generating the officially defined subsistence income of 20,560.00
TL, leaving about 80 percent of all households earning agricultural income
below this level. 37 These figures are approximate averages for the country as
a whole, as there are regional differences with respect to the minimum-land
criterion.

As we have done for land distribution, it will be instructive to look at what
has happened to the distribution of income in the 1968-1973 period.

If the "subsistence" level of income is adjusted for price changes, that is,

TABLE 5.4.4
Distribution ofAgricultural Income by Income Group

Agricultural Households Agricultural Income

Simple Cumulative Simple Cumulative
Income Groups Percentage Percentage Percentage Percentage

0-2,500 7.4 7.4 0.5 0.5
2,500-5,000 13.4 20.8 2.3 2.8
5,000-10,000 20.8 41.6 6.6 9.4
10,000-15,000 14.6 56.2 7.8 17.2
15,000-25,000 18.7 74.9 16.1 33.3
25,000-50,000 15.4 90.3 23.5 56.8
50,000-100,000 7.2 97.5 20.9 77.7
100,000-200,000 1.7 99.2 9.4 87.1
Over 200,000 0.8 100.0 12.9 100.0

Source: State Planning Organization, Gelzr Dagllzml 1973 (1973 Income Distri
bution) pub. no. DPT:1495-SPD:490 (Ankara: SPO, September 1976), Table VII
3, p. 165.
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TABLE 5.4.5

Changes in Agricultural Income Distribution in the 1968-1973 Period

1968 1973

Income Percentage of Percentage of Percentage of Percentage of
Groups(TL) Households Income Households Income

0-2,500 29.9 5.9 7.4 0.5
2,500-5,000 29.1 13.0 13.4 2.3
5,000-10,000 23.2 19.9 20.8 6.6
10,000-15,000 6.8 10.0 14.6 7.8
15,000-25,000 5.2 11.7 18.7 16.1
25,000-50,000 4.1 16.5 15.4 23.5
50,000-100,000 1.0 8.3 7.2 20.9
100,000-200,000 0.6 9.9 1.7 4.4
Over 200,000 0.1 4.8 0.8 12.9

Source: For 1968, Bulutay, Ersel, and Timur, Turkiyede GelzrDagllzml, for 1973,
Table 5.4.4.

deflated by the village cost-of-living index, we obtain a figure of 11,362 TL
for 1968. Looking at Table 5.4.5, we see that whereas approximately 85
percent of agricultural households fall below this level in 1968, the below
subsistence fraction had declined to about 70 percent in 1973. However, the
appearance of improvement is not as clear-cut as it seems. As a look at Table
5.4.5 will reveal, although fewer farm households are below the subsistence
or official poverty line, the position of families toward the bottom of the
distribution has worsened. In terms of overall distribution there was little
change. The Gini coefficient improved slightly over the course of the five
years:

G1968 = 0.5898,
G1973 = 0.5673.38

A statement that inequality in agricultural incomes has increased cannot
be made either. The Lorenz curves in Figure 5.4.1 could be interpreted as
renecting the fact that the whole distribution simply slid upward with the rise
in average income, and while a few families remain strung 011t in the lowest
absolute brackets, more front-runners have crowded into the higher brackets.

Since we cannot conclude that intra-agricultural income distribution has
worsened, we must attempt to reconcile this with the fact that land distribu
tion has. The answer may be in the changing pattern of farm ownership
operation brought about by increased mechanization. As pointed out by
Mann, " ... management of the crop [came under] the tractor owner, not ...
the land owner"39 as tractor ownership expanded. Many landowners turned
over the whole farm operation to the "ortakCl" (tractor-owning sharecrop
pers), collecting the landowners' share of the revenue but in fact leaving an
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FIGURE 5.4.1.
Lorenz Curves for 1968 and 1973
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active farming role.40 Thus, while these little landowners could claim no
agricultural income, they would in fact be earning their landowners' shares as
a supplement to their nonagricultural incomes.

The appearance of the survey data, therefore, is that while the distribution
of Turkish agricultural land became distinctly more unequal in the decade
1963-1973, the distribution of agricultural income did not worsen signifi
cantly. Yet the influence of land distribution on farm income distribution
usually is so strong that apy showing of marked divergence between the two
must be viewed with some skepticism even in light of factors such as the
emergence of tractor-owning sharecroppers and a disproportionate migration
of landless farmers to cities.

5.5. Summary and Conclusions

At the beginning of this chapter we set out to ascertain whether the
distribution of income has changed between the agricultural and nonagricul
tural sectors and within the agricultural sector itself as a result of government
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intervention. We have seen that with the exception of land distribution, which
seems to have become more inequitable, things are pretty much the same. To
call the government's redistributive efforts a complete failure would, how
ever, be unfair since the Turkish economy as a whole has grown at a
tremendous rate, particularly in the last decade, and such stages in economic
development usually worsen the distribution of income.

Such an extensive mechanism of intervention should, nevertheless, have
resulted in a more equitable distribution of income. Some observations as to
why it has not are presented below.

5.5.1. Land Distribution

Given an economy where the distribution of land is quite inequitable and
farms are characterized as being "dwarr' and small-sized (average size 5-6
hectares), one would expect "agrarian reform" to start at this point. Land
reform has been a topic of discussion since 1945, but nothing concrete has
yet been accomplished.

Land ownership and size are the main determinants of who benefits from
government support activity, and we have seen that it has become even more
inequitable.

High support prices, subsidization of inputs, government irrigation proj
ects, and technological improvements all benefit the large farmer and would
tend to increase the existing inequalities.

Land reform, not necessarily aimed at creating more dwarf farm opera
tions, and the formulation of policies that would also benefit the small farmer
would go a long way toward reducing inequalities.

5.5.2. Support-Price Determination

It was pointed out at the beginning of the chapter that the main thrust of
agricultural support is the setting of prices and the purchasing of the same
commodities by state agencies. As Mann points out, "While ultimately the
support price is politically determined, the starting point is a cost-of-produc
tion analysis."41 Even if politics could be eliminated, the method of using a
modem package of practices but average yields results in support prices
higher than what sound economics would call for. Besides pushing general
prices up, this tendency also increases the financial requirements on the
government.

While increasing the benefits to large farmers, higher-than-"normal"
support prices put an additional burden on some small farmers who are net
purchasers of agricultural commodities.

The role of politics in the determination of support prices also works
against the small farmer. Democratic political participation leads to an
emphasis on distributional aspects of agricultural policy. Thus, high support
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prices are expected to be the most politically convenient tool to create an
income effect, whether illusory or not. And, as Griffin points out, pressure
group activity originating in the agricultural sector is dominated by large
market-oriented landowners.42

It might be argued that high support prices could improve the intersectoral
distribution of income, even at the expense of worsening inequalities within
agriculture. This, however, is not supported by our findings and does not
seem possible given the very large group of households that is adversely
affected. Furthermore, the method of financing government support policy, to
be discussed below, would also rule out a reduction in intersectoral inequality
as a result of high support prices.

Support prices based on sound economic reasoning have a place in the
general framework of government agricultural policy. However, reducing
income inequality requires much more comprehensive and well-thought-out
programs. A good example of this is provided by Mann:

T.M.O. (The Soil Products Office) is to be used as the vehicle to finance the
provision of modem inputs to the fanner and will purchase the output of acreage
under contract at premium prices. The use of T.M.O. in this role is an attempt
to provide a credit alternative to the Agricultural Bank, whose formalities are
extremely cumbersome and whose lending criteria currently exclude large
numbers of Turkish farmers.43

5.5.3. Financing Support Policy

As explained previously, the task of financing agricultural support policy
in Turkey rests with the Central Bank. All chapters dealing with agricultu.re
in this volume agree on the fact that the method employed by the Central
Bank is printing money. As Yenal puts it, "a large-scale attempt to finance
development expenditures through inflationary finance had had both its
beginning and-it is hoped-its end within this decade (1950-1960)."44 It is,
unfortunately, still true today.

Given that the present support activities undertaken by the government
benefit large farmers and that these activities are financed by inflation, then

1. Losses in purchasing power must be greater in the nonagricultural sectors
relative to agriculture, and, simultaneously,
2. Losses in the purchasing power of "better-off' families must be greater
relative to "poor" families

if any redistributive success is to be obtained from agricultural support
policies. Even if condition 1 were fulfilled, this still might not lead to more
equity as the reduction in the real incomes of a very large segment of the
population would probably offset any redistributive benefits accruing to the
agricultural sector.

Policymakers have become accustomed to think about problems of fi
nance and credit allocation as being within the realm of laws and decrees
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rather than the market process. Not only has this become a habit, it has been
reinforced after the transition into a planned economy.45 As one of the
consequences, Turkey still does not have an organized capital market, and
credit, national and international, remains the major bottleneck in economic
development.

Critics of agricultural support policy point to two things which require
immediate attention:

I. On the micro level, support activities to benefit the small farmer must be
implemented.
2. On the macro level, support activities should be financed from the budget.

Government revenues are not at the level to meet this added burden.
However, since we are concerned with problems of "equity," it is very
bewildering that nonagricultural income earners have to pay extremely high
taxes, while 300,000 farm families ~arning more than 50,000 TL per year
pay almost none.

Appendix 5.A: Crops Covered and Legal References of the
Mechanism of Support Credits

The credit mechanism for support purchases can be summarized as
follows:

1. Cereals. According to Law 4185, the Central Bank extends credit to the Soil
Products Office (Toprak Mahsulleri Ofisi) in return for Treasury-guaranteed
bonds.

2. Tobacco. The purchasing agency, the General Directorate of Monopolies
(Tekel Genel Miidiirliigii), can, by issuing Treasury-guaranteed bonds, secure
credit from the Central Bank. However, Law 3627 stipulates that the maximum
amount of such credits cannot exceed the circulating capital of the directorate.
As this limit was exceeded in 1969, financing has been carried out from the
General Budget since 1970.

3. Tea. Until 1973 tea purchases were carried out by the General Directorate of
Monopolies and financed accordingly. With the enactment of Law 1947 the
Tea Agency (Cay Kurumu) was established, and funds for financing tea
purchases has since then come out of the General Budget.,.

4. Sugar beets. Sugar beets are purchased by the Sugar Factories Corporation
(T.C. $eker Fabrikalan A.$.), which finances these purchases by credits
obtained from the Central Bank and through its own resources.

5. Cotton, hazelnuts, grapes, jigs, pistachios, olive oil, sunflowers, wool. Agri
cultural sales cooperatives and unions of sales cooperatives purchase these
crops and obtain the necessary credits from the Agricultural Bank, which in
tum has their notes discounted at the Central Bank.
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Appendix S.B: Ordinary Least-Square Estimates ofa
Macroeconometric Model of Turkish Agriculture

Glossary of Variables46

The following notation is used in the presentation of the model: Capital
letters are used to represent nominal values and lowercase letters to denote
real values. Starred variables usually denote the natural logarithm and
superscripts A and NA agricultural and nonagricultural, respectively. The
subscript t designates the value of a variable at the end of year t; similarly, the
subscript t - 1 denotes the value at the end of year t - 1, that is, the end of the
previous year.

Parameters are designated by lowercase Greek letters, and capital delta
(A) is the first difference operator.

C Total value of credits extended by the Agricultural Bank

CB Agricultural credits extended by the Central Bank

D Index of income distribution

E Dummy variable to pick up effects of election years
Ie City cost-of-living index

IV Village cost-of-living index

K Capital stock in agriculture

L Labor input in agriculture

LS Land sown
M Money supply

N Total population
N A Agricultural population

NNA Nonagricultural population

P General index of crop prices (index of prices received by farmers)

PC Dummy variable to pick up effects of politically critical periods

q d Real value of crop demand

qS Real value of crop supply

t Time (t = 1 for 1950, t = 2 for 1951, ...)

Y Total nominal income
yA Total nominal agricultural income

yeA Nominal agricultural income from crops

yOA Nominal agricultural income from other activities
yNA Nominal nonagricultural income

y Total real income
yA Total real agricultural income
yNA Real nonagricultural income

y Total real per capita income

yA Total real per capita agricultural income

yNA Real per capita nonagricultural income
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Ordinary Least-Squares Estimates

'-
Independent Variables

F Statistic
VI

Dependent Intercept Pt Yt LS'j ~-l L* N! Pt- 1 CBt» 1 R2 (D -F)~
t

Variable

Qi -7229.89 -7062.39 15.81 0.94 151.37
(1320.87) (1.59) (21,2)

(f/r)* -2.21 0.02 0.78 0.09 1.70 0.93 68.17
(0.01) (1.16) (0.24) (3.11) (21,4)

LSt** 2.24 -0.20 0.22 -0.01 -0.01 0.96 124.76
(0.05) (0.21) (0.00) (0.05) (21,4)

Note: The numbers in parentheses are standard errors of the estimated regression parameters.

TABLE S.B.2
Ordinary Least-Squares Estimates

Independent Variables
F Statistic

Dependent Intercept Ct- 1 Y1 Y1-1 q: Et PCt Dt CBt CBt- 1
R2 (D -F)

Variable

Kt 14,814.39 1.94 9.83 355.70
(1.19) (1.07) (21,2)

Ct -480.97 0.17 0.006 0.80 40.14
(0.13) (0.161) (21,2)

CBt -32,892.34 1.38 2590.65 2056.43 2609.59 0.65 10.47
(0.30) (1643.71) (2040.20) (2166.61) (21,4)

M t -42.23 3.36 0.94 342.15
(0.18) (21,1 )

Note: The numbers in parentheses are standard errors of the estimated regression paramaters.



TABLE S.B.3

Ordinary Least-Squares Estimates

Independent Variables

Dependent F Statistic
Variable Intercept M t dN1 dY1 dNfA dYfA R2 (D -F)

IV 63.32 2.33 -7.03 0 0.95 139.97t
(0.29) (22.41) (0) (21,3 )

f( 36.48 3.83 25.75 -0.001 0.98 332.25
(0.55) (19.88) (0.000) (21,3 )

Note: The numbers in parentheses are standard errors of the estimated regression parameters.
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TABLE S.BA
Coefficients o/Correlation Among the Independent Variables

Pt Y; LS'! K'!-l L* N1 Pt- 1 Kt CBt- 1 Ct- 1 yA Y1-1 q: Et PCt Dt CBt Mt 4J{A I1Y1 4J{NA I1Yf'At t t t

Pt 1
Y; (0.96) 1
t 0.85 0.95 I
LS'! 0.81 0.91 (0.97) . I

K'!-l 0.88 0.97 (0.94) (0.89) I
Lt -0.27 -0.27 (-0.09) (0.03) (-0.40) I
NA 0.76 0.88 0.97 0.96 0.84 0.12 1t
Pt- 1 0.96 0.98 0.92 0.91 0.92 -0.15 (0.90) 1
Kt 0.94 0.97 0.87 -0.81 0.97 -0.49 (0.75) (0.93) 1
CBt- 1 0.93 0.97 0.92 0.88 0.99 -0.40 (0.83) (0.95) (0.99) I
Ct- 1 0.96 0.91 0.78 0.74 0.87 -0.38 0.68 0.90 0.93 (0.92) 1
yA 0.99 0.97 0.86 0.82 0.92 -0.35 0.76 0.96 0.97 0.96 0.94 1t

0.90 (0.98) 1Y1-1 0.97 0.98 0.92 0.88 0.94 -0.28 0.83 0.98 0.96 0.96

q: 0.79 0.92 0.97 0.95 0.92 -0.10 0.94 0.91 0.85 0.89 0.73 0.83 0.88 1

Et 0.13 0.Q2 -0.03 -0.08 0.00 -0.13 -0.07 0.03 0.06 0.07 0.15 0.08 0.04 (-0.17) 1

PCt 0.45 0.41 0.37 0.38 0.37 -0.09 0.29 0.45 0.42 0.42- 0.31 0.47 0.45 (0.39) (0.03) 1
Dt -0.62 -0.70 -0.77 -0.85 -0.60 -0.41 -0.83 -0.74 -0.53 -0.59 -0.50 -0.61 0.65 (-0.79) (0.23) (-0.39) 1
CBt 0.98 0.95 0.82 0.77 0.91 -0.42 0.71 0.92 0.97 0.95 0.97 0.98 0.95 0.79 0.12 0.43 -0.52 I
Mt 0.96 0.97 0.87 0.82 0.96 -0.44 0.75 0.93 0.99 0.98 0.93 0.99 0.98 0.83 0.09 0.43 -0.55 0.97 I

i1N'! -0.61 -0.69 -0.72 -0.85 -0.69 0.20 -0.65 -0.67 -0.66 -0.69 -0.52 -0.64 -0.67 -0.72 -0.09 -0.62 0.49 0.60 (-0.66) 1
I1Y1 0.91 0.82 0.62 0.59 0.76 -0.46 0.48 0.80 0.87 0.82 0.90 0.92 0.83 0.63 0.16 0.49 -0.44 0.92 (0.89) (-0.52) I
4J{fA 0.77 0.87 0.89 0.85 0.87 -0.22 0.82 0.84 0.83 0.86 0.71 0.80 0.83 0.89 0.04 0.53 -0.63 0.77 (0.82) -0.94 0.64 I
I1Yf'A 0.95 0.90 0.74 0.69 0.87 -0.50 0.59 0.86 0.95 0.91 0.92 0.97 0.93 0.70 0.14 0.45 -0.45 0.95 (0.97) -0.60 0.95 (0.73)



Appendix S.C: Data and Their Sources
TABLE 5.C.1

Total Urban and Rural Population

Total Population Urban Populationa Rural Populationb

Year

1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975

Rate ofGrowth
in

Thousands

.20,947
21,536
22,143
22,766
23,406
24,065
24,761
25,478
26,216
26,974
27,755
28,447
29,156
29,883
30,628
31,391
32,194
33,013
33,855
34,719
35,605
36,480
37,376
38,294
39,234
40,198

(%)

2.8

2.9

2.5

2.5

2.4

Rate ofGrowth
in

Thousands

3,924
4,187
4,467
4,766
5,085
5,425
5,741
6,075
6,429
6,804
7,200
7,585
7,991
8,418
8,869
9,343
9,940

10,575
11,251
11,970
12,735
13,549c

14,414c

15,336c

16,316c

17,358c

(%)

6.5

5.7

5.2

6.2

6..2

Rate ofGrowth
in

Thousands

17,023
17,349
16,676
18,000
18,321
18,640
19,020
18,403
19,787
20,170
20,555
20,862
21,165
21,465
21,759
22,048
22,252
22,438
22,604
22,749
22,870
22,931
22,962
22,958
22,918
22,840

(%)

1.8

2.0

1.4

0.07

-0.03

Source: The data for the years 1950, 1955, 1960, 1965, and 1970 are census
figures taken from Statistical Yearbook of Turkey, 1973 (Ankara: Republic of
Turkey Prime Ministry State Institute of Statistics, 1974), Table 21, p. 29, for the
total population figures and Table 26, p. 32, for the urban population figures. The
1975 total population figure was obtained from Population Census of Turkey,
October 26, 1975: 1% Sample Results (Ankara: Republic of Turkey Prime Ministry
State Institute of Statistics, 1976), Table 1, p. 1.

aUrban population is defined as the population oflocalities with 10,000 or more inhabitants.

bRurai population is the residual obtained by subtracting the urban from the total population.

cAs only the total population figure for 1975 was available, the growth rate of the urban
population was assumed to be the same as in the 1965-1970 period and was estimated
accordingly. The rural population was again estimated as the residual.

Note: In-between census-year figures were obtained by using the following interpolation scheme:

Pt =PoeKt,

where Pt = population in the second of two consecutive censuses, Po = population in the first of
two consecutive censuses, e = 2.7182818, g = rate of population growth within the specified
units of time between the two censuses, and t = number of time units between the two censuses.

153
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TABLE 5.C.2

Economically Active Population in Agriculture (Fanning)

Total

Year Overall Male Female

1950 8,923,384 4,341,144 4,582,239
1951 9,019,934 4,348,697 4,671,236
1952 9,117,530 4,356,613 4,760,917
1953 9,216,182 4,365,130 4,851,052
1954 9,315,901 4,375,253 4,940,648
1955 9,418,520 4,387,212 5,031,308
1956 9,473,242 4,442,432 5,030,810
1957 9,528,281 4,497,970 5,030,311
1958 9,583,640 4,553,827 5,029,813
1959 9,639,321 4,610,006 5,029,315
1960 9,696,535 4,667,709 5,028,826
1961 9,696,989 4,709,772 4,987,217
1962 9,697,454 4,750,437 4,947,017
1963 9,697,924 4,789,732 4,908,192
1964 9,698,387 4,827,659 4,870,728
1965 9,698,860 4,864,579 4,834,281
1966 9,695,174 4,867,746 4,827,428
1967 9,691,490 4,870,952 4,820,538
1968 9,687,807 4,874,202 4,813,605
1969 9,684,126 4,877,487 4,806,639
1970 9,680,348 4,880,682 4,799,666
1971 9,632,283 4,847,277 4,785,006
1972 9,585,539 4,810,399 4,775,140
1973 9,538,486 4,785,612 4,752,874
1974 9,491,663 4,754,470 4,737,193
1975 9,445,074 4,727,019 4,718,055

Source: The date from 1950 to 1970 are from Efficiency in theAgricultural Sector,
National Productivity Center Publication No. 149 (Ankara: National Productivity
Center, 1974), p. 80. The data for 1975 were obtained from Population Census of
Turkey, October 26, 1975: 1% Sample Results (Ankara: Republic of Turkey Prime
Ministry State Institute of Statistics, 1976), Table 9, pp. 22-23.

Note: The only sources of labor statistics are the population censuses taken every five years.
In the 1950 census the breakdown of the economically active population with respect to occu
pation is such that fanning, forestry, hunting, and fishing are presented in the aggregate. In later
censuses the date are disaggregated to that the economically active population engaged in farming
alone can be obtained. However, when the data for the 1950-1970 period were collected the
1970 results were not at the level of disaggregation cited above. This was again the problem for
the 1975 data.

For the 1950 farming subsectors breakdown with respect to age groups, 1955 proportions
were used, and for the 1970 breakdown, 1965 proportions were used. The 1975 data include
farming, forestry, hunting, and fishing as the 1970 proportions are not avatlable. This, however, is
not too significant as fanning is, by far, the largest subsector of agriculture.
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Age Group

15-19 20-54 55 and Over

Male Female Male Female Male Female

899,023 787,956 2,971,060 3,155,764 471,061 638,519
878,207 784,711 2,971,164 3,218,651 499,326 667,874
856,993 781,131 2,971,256 3,283,433 528,364 696,353
834,948 887,794 2,971,406 3,348,187 558,776 726,071
813,436 772,092 2,271,527 3,411,241 590,290 757,315
792,457 766,565 2,971,651 3,473,663 623,104 791,080
769,946 742,927 3,012,175 3,480,416 660,312 807,467
747,517 719,864 3,051,274 3,436,428 699,179 824,019
725,500 697,368 3,088,368 3,491,713 739,959 240,732
703,024 675,438 3,124,370 3,496,275 782,612 857,602
687,929 654,182 3,154,145 3,499,997 826,635 874,647
701,531 675,764 3,150,967 3,492,845 857,274 818,608
716,024 697,647 3,145,945 3,483,660 888,468 765,710
730,394 719,925 3,139,073 3,472,450 920,265 715,817
744,636 742,293 3,130,755 3,459,635 952,268 662,800
758,747 765,071 3,120,222 3,444,605 985,610 624,605
774,858 781,310 3,088,625 3,409,723 1,004,263 636,395
791,147 797,735 3,056,740 3,374,524 1,023,065 648,279
807,619 814,342 3,024,573 3,379,013 1,042,010 660,250
826,257 831,126 2,992,138 3,303,206 1,061,090 672,307
841,173 848,125 2,959,230 3,267,019 1,080,279 684,482
840,443 864,314 2,954,469 3,239,402 1,052,365 681,290
827,464 878,654 2,061,600 3,221,291 1,021,355 675,195
824,613 882,669 2,968,544 3,203,075 992,455 667,130
816,626 891,803 2,975,392 3,184,844 962,452 660,546
800,344 391,748 2,993,625 3,174,372 933,050 651,935

Data for noncensus years were generated by using the following exponential interpolation
scheme:

where Pt = population in the second oftwo consecutives censuses, Po = population in the first of
two consecutive censuses, t = number of time units between the two censuses, and g = rate of
population growth within the specified units of time between the two censuses.
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TABLE 5.C.3

Labor Input in Agriculture (as adult male work-force unit)

Total

Year Overall Male Female

1950 6,341,055 3,656,103 2,684,952
1951 6,397,461 3,659,931 2,737,530
1952 5,454,828 3,663,935 2,790,893
1953 6,512,699 3,668,268 2,844,431
1954 6,570,684 3,673,390 2,897,294
1955 6,629,844 3,679,432 2,950,412
1956 6,679,341 3,727,304 2,952,037
1957 6,728,084 3,774,623 2,953,461
1958 6,775,786 3,821,098 2,954,688
1959 6,882,908 3,867,188 2,955,720
1960 6,867,458 3,910,928 2,956,530
1961 6,868,325 3,930,370 2,937,955
1962 6,867,586 3,948,191 2,919,395
1963 6,856,242 3,964,403 2,900,839
1964 6,861,606 3,979,207 2,882,399
1965 6,856,156 3,992,401 2,863,755
1966 6,829,782 3,978,186 2,851,596
1967 6,803,184 3,963,847 3,839,337
1968 6,776,364 3,949,388 2,826,976
1969 6,750,333 3,935,812 2,814,521
1970 6,721,903 3,919,957 2,801,946
1971 6,689,515 3,900,874 2,788,641
1972 6,665,805 3,886,000 2,779,805
1973 6,643,059 3,877,079 2,765,980
1974 6,619,716 3,864,931 2,754,785
1975 6,604,624 3,860,322 2,744,302
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Age Group

15-19 20-54 55 and Over

Male Female Male Female Male Female

499,512 315,182 2,971,060 2,114,362 235,531 255,408
439,104 313,884 2,971,164 2,156,496 249,663 267,150
428,497 312,452 2,971,256 2,199,900 264,182 278,541
417,474 310,718 2,971,406 2,243,285 279,388 290,428
406,718 308,837 2,971,527 2,285,531 295,145 302,926
396,229 306,626 2,971,651 2,327,354 311,552 316,432
384,973 297,171 3,021,175 2,331,879 330,156 322,987
373,759 287,946 3,051,275 2,335,907 349,590 329,608
362,750 278,947 3,088,368 2,339,448 369,980 336,293
351,512 270,575 3,124,370 2,342,504 391,306 343,041
343,465 261,673 3,154,145 2,344,998 413,318 349,859
350,766 270,306 3,150,967 2,340,206 428,637 327,443
358,012 279,059 3,145,945 2,334,052 444,234 306,284
365,197 287,970 3,139,073 2,326,542 460,133 286,727
372,318 296,971 3,130,755 2,317,995 476,139 267,520
379,374 306,028 3,120,222 2,307,285 492,805 249,892
387,429 312,524 3,088,625 2,284,514 502,132 254,558
395,574 319,094 3,056,740 2,260,931 511,433 259,312
403,810 325,737 3,024,573 2,237,139 521,005 264,100
413,129 332,450 2,992,138 2,213,148 530,545 268,923
420,587 329,250 2,959,230 2,188,903 540,140 273,793
420,222 345,726 2,954,469 2,170,399 526,183 272,516
413,732 351,462 2,961,600 2,158,265 510,668 270,076
412,307 353,068 2,968,544 2,146,060 496,228 266,852
408,313 356,721 2,975,392 2,133,846 481,226 264,218
400,172 356,699 2,993,625 2,126,829 466,525 260,774

Source: The basic data for this table were obtained from Table 5.C.2 and were
adjusted to yield a standardized measure of labor input.

Note: In the process of transforming the raw data, FAO standard coefficients, adjusted for
Turkey, were used. The coefficients are presented below.

Age Group

Sex 15-19 20-54 55 andOver

Male 0.50 1.00 0.50
Female 0.40 067 0.40



TABLE 5.G.4

Data Used in the Econometric Analysis

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

""" ysy,qtOl
00 Value at LSt Y9 YlO Yu Y16 Yl' Y6

1963 Prices (1000 Ys L t Ct CBt Mt IV If Ptt
Year (1000 TL) hectares) Kt (1000) (1000 TL) -annOTL) (1000TL) (1963 = 100) (1963 = 100) (1963 = 100)

1950 9,506.5 11,334 16,585 6341 N.A. 535 1,478 45.8 35.4 31.2
1951 12,132.5 12,165 24,000 6397 N.A. 739 1,849 45.9 35.0 32.5
1952 13,709.4 13,441 31,415 6455 N.A. 1,050 2,224 48.5 37.1 33.7
1953 14,503.8 14,728 35,600 6513 1,009.247 1,331 2,749 48.9 38.4 34.4
1954 13,095.4 14,968 37,743 6571 1,036.658 1,561 3,137 49.8 41.8 37.8
1955 14,307.8 16,015 40,282 6630 2,253.756 1,414 3,938 54.0 45.6 40.8
1956 15,392.3 16,432 43,727 6679 2,574.474 1,851 5,052 54.3 52.1 47.4

t-::: 1957 16,119.4 16,301 44,144 6728 2,781.844 2,407 6,484 64.1 56.7 61.47"'1
(..') 1958 17,997.8 16,683 42,527 6776 2,807.902 2,745 6,823 78.7 64.3 68.2
"""."~

:t." 1959 17,666.3 17,038 41,896 6823 2,180.096 2,756 7,945 94.3 82.1 74.8
~~:~ 1960 18,267.3 17,365 42,136 6867 2,036.789 2,880 8,327 93.9 87.1 77.7
,"',,... 1961 17,245.6 17,282 42,505 6868 1,898.185 2,904 8,978 91.5 90.1 84.2i
~,

1962 17,712.3 17,384 43,747 6868 2,756.744 3,002 9,916 94.6 93.5 94.1L>
t. '~.~
f' ..,~ 1963 20,264.1 17,501 50,844 6865 3,327.365 3,457 11,096 100.0 100.0 100.0
rt:

1964 20,805.4 17,635 51,781 6862 3,823.448 4,222 12,963 99.5 100.2 97.4('j
r, 1965 19,348.8 17,599 54,668 6856 2,790.202 4,041 15,064 104.2 104.8 101.2"~t}

1966 22,992.2 17,838 65,103 6830 4,568.588 5,539 18,326 108.8 113.6 107.5
""" 1967 22,958.7 17,929 74,982 6803 5,063.955 6,580 21,166 112.9 129.6 110.0

1968 23,211.5 18,328 85,475 6776 6,344.618 7,883 23,979 117.1 137.6 112.7
1969 23,211.8 18,808 96,407 6750 6,861.422 9,257 27,930 122.0 144.2 122.5
1970 23,915.2 18,634 105,865 6722 6,550.774 9,676 32,875 133.5 155.6 131.3
1971 27,488.0 19,006 118,825 6690 4,293.891 10,155 40,076 154.6 185.2 141.8
1972 27,774.0 19,230 135,726 6666 9,810.721 11,791 48,326 173.7 213.7 152.3
1973 24,541.2 19,336 156,139 6643 16,324.517 15,014 64,704 211.9 243.7 213.0

,--

1974 27,180.3 19,389 200,466 6620 18,287.2008 27,419 81,407 255.5 301.8 318.0
1975 N.A. N.A. N.A. 6605 N.A. 38,966 N.A. N.A. 365.8 N.A.



TABLE 5. C.4 (cont.)
Data Used in the Econometric Analysis

(11) (12) (13) (14) (15) (16) (17) (18) (19) (20)
Y12 X 13 Y13 YIB XIO X 14 Y14 Y19 Y20 Y21

y~A ~A yA J1Y1 piA J1~A 1'; Y! NA
Ytt t t Yt

Year (mil. TL) (mil. TL) (mil. TL) (mil. TL) (mil. TL) (mil. TL) (mil. TL) (mil. TL) (mil. TL) (mil. TL)

1950 2,966.0 2,689.1 5,655.1 4,226.2 9,881.3 12,374.4 12,691.3 25,038.7
1951 3,943.1 2,840.9 6,784.0 1,128.9 4,654.5 428.3 11,438.5 14,780.0 13,689.7 28,469.7
1952 4,620.1 1,573.2 6,193.3 -590.7 6,771.9 2,117.4 12,965.2 12,769.7 19,022.2 31,791.9
1953 4,989.3 2,245.4 7,234.7 1,041.4 8,063.7 1,291.8 15,298.4 14,794.9 21,618.5 36,413.4
1954 4,950.1 977.1 5,927.2 -1,307.5 9,557.1 1,493.4 15,484.3 11,902.0 23,539.6 35,441.6
1955 5,837.6 1,800.6 7,638.2 1,711.0 11,487.3 1,930.2 19,125.5 14,144.8 24,972.4 39,117.2
1956 7,295.9 1,800.4 9,096.3 1,458.1 13,197.2 1,709.9 22,293.5 16,751.9 25,876.9 42,628.8
1957 9,897.3 2,107.6 12,004.9 2,908.6 15,847.7 2,650.5 27,852.6 18,728.4 28,049.0 46,777.4
1958 12,274.5 3,869.9 16,144.4 4,139.5 19,277.1 3,429.4 35,421.5 30,513.8 29,075.6 49,589.4
1959 13,214.4 5,280.6 18,495.0 2,350.6 25,194.0 5,916.9 43,689.0 19,612.9 20,427.5 50,040.4
1960 14,193.7 5,044.4 19,238.1 743.1 27,320.8 2,126.8 46,558.9 20,487.9 30,628.7 51,116.6
1961 14,520.8 4,527.2 19,048.0 -190.1 30,012.8 2,692.0 49,060.8 20,817.5 33,310.5 54,128.0
1962 16,667.3 5,111.5 21,778.8 2,730.8 33,139.9 3,127.1 54,918.7 23,022.0 35,255.2 58,277.2
1963 20,264.1 4,878.4 25,142.5 3,363.7 37,658.7 4,518.8 62,801.2 25,142.5 37,658.7 62,801.2
1964 20,264.5 5,535.6 25,800.1 657.6 41,597.4 3,938.7 67,397.5 25,929.7 41,267.3 67,197.0
1965 19,581.0 5,853.4 25,434.4 -365.7 47,046.1 5,448.7 72,480.5 24,409.2 43,723.2 68,132.4
1966 24,716.6 5,444.3 30,160.9 4,726.5 54,408.3 7,362.2 84,569.2 27,721.4 47,936.8 75,658.2
1967 24,254.6 6,100.1 31,354.7 1,193.8 61,662.2 7,253.9 93,016.9 27,772.1 51,129.5 78,901.6
1968 26,159.4 5,131.6 31,291.0 -63.7 69,914.4 8,252.2 101,205.4 26,721.6 55,664.3 82,385.9
1969 28,446.7 5,188.3 33,635.0 2,344.0 78,500.3 8,585.9 112,135.3 27,569.7 59,156.2 86,725.9
1970 31,400.6 8,025.2 39,425.8 5,790.8 93,121.8 14,621.5 132,547.6 29,532.4 62,792.8 92,325.2
1971 38,978.0 11,918.1 50,896.1 11,470.3 121,972.1 28,850.3 172,868.2 32,921.2 67,499.8 100,421.0
1972 42,299.8 17,820.5 60,120.3 9,224.2 151,087.2 29,115.1 211,207.5 34,611.6 72,533.5 107,145.1

"""" 1973 52,272.7 22,199.6 74,472.3 14,351.9 203,431.1 52,343.9 277,903.4 35,145.0 84,341.3 119,486.3VI
'0 1974 86,433.3 21,339.1 107,772.4 33,300.1 274,246.8 70,815.7 382,019.2 42,181.0 98,508.2 140,689.2

1975 119,007.0 13,223.0 132,230.0 24,457.6 343,423.0 68,176.2 474,653.0 N.A. N.A. N.A.



TABLE TABLE 5. C.4 (cont.)
Data Used in the Econometric Analysis

'-
~ (21) (22) (23) (24) (25) (26) (27) (28) (29)

X 15 X 19 X 17 X 20 X 2l Y22 Y23 Y24 Y25

N
A dNA NNA dNNA

Nt WA Yj.A
Yt Dtt t t t

Year (l000) (l000) (l000) (l000) (l000) (TL) (TL) (TL)

1950 15,903 5,044 20,947 776.4 2516.1 1195.3 3.2
1951 16,227 324 5,309 265 21,536 910.8 2578.6 1322.0 2.8
1952 16,554 327 5..589 280 22,143 771.4 3403.5 1435.8 4.4
1953 16,880 326 5,886 297 22,766 876.5 3672.9 1599.5 4.2
1954 17,206 326 6,200 314 23,406 691.7 3796.7 1514.2 5.5
1955 17,532 326 6,633 433 24,065 806.8 3822.5 1625.2 4.7
1956 17,911 379 6,850 217 24,761 935.3 3777.6 1721.6 4.0
1957 18,295 384 7,183 333 25,478 1023.7 3904.9 1836.0 3.8
1958 18,681 386 7,535 352 6,216 1098.1 3858.7 1891.6 3.5
1959 19,069 388 7,905 370 26,974 1028.5 3849.1 1855.1 3.7
1960 19,461 392 8,294 389 27,755 1052.8 3692.9 1841.7 3.5
1961 19,458 -3 8,989 695 28,447 1069.9 3705.7 1902.8 3.5
1962 19,771 313 9,385 396 29,156 1164.4 3756.6 1998.8 3.2
1963 20,083 312 9,800 415 29,883 1251.9 3842.7 2101.6 3.1
1964 20,392 309 10,236 436 30,628 1271.6 4031.6 2194.0 3.2
1965 20,699 307 10,692 456 31,391 1179.2 4089.3 2170.4 3.5
1966 20,766 67 11,428 736 32,194 1334.9 4194.7 2350.1 3.1
1967 20,994 228 12,019 591 33,013 1322.9 4254.1 2390.0 3.2
1968 21,209 215 12,646 627 33,855 1259.9 4401.7 2433.5 3.5
1969 21,409 200 13,310 664 34,719 1287.8 4444.5 2497.9 3.5
1970 21,592 183 14,013 703 35,605 1367.7 4481.0 2593.0 3.3
1971 21,466-126 15,014 1001 36,480 1533.6 4495.8 2752.8 2.9
1972 21,576 110 15,800 786 37,376 1604.2 4590.7 2866.7 2.9
1973 21,660 84 16,634 834 38,294 1622.6 5070.4 3120.2 3.1
1974 21,718 58 17,516 882 39,234 1942.2 5623.9 3585.9 2.9
1975 21,748 29 18,450 934 40,198 N.A. N.A. N.A. N.A.
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Definitions (Measurement) of Variables and
Sources ofthe Data Presented in Table 5. C. 4

Contradictions in the values of variables, ambiguities with respect to
definitions (measurement) of variables, and the lack of detailed quotes in
secondary data sources have plagued us since the inception of the Turkish
income-distribution project. Due to this frustrating problem common to all of
us, the following excessively detailed and redundancy-ridden list has been
prepared.

Column 1: qf = q: = I i=l POiqi' t = 1950, ... , 1974, where:
qf = q: = real value of crop product in year t, POi = 1963 price of crop i, and
q i = tons of crop i produced in year t.

Source: qj and POi were obtained from Bitkisel Uretim Miktarlari ·ve
Uretici Fiyatlari 1948-1972 [Quantities of crop production and producers'
prices 1948-1972] (Ankara: Republic of Turkey Prime Ministry State
Institute of Statistics, 1974); qi for 1973 and 1974 were obtained from The
Summary of Agricultural Statistics 1974 (Ankara: Republic of Turkey
Prime Ministry State Institute of Statistics, 1974).

The crops included are as follows:
1. Cereals: wheat, barley, rye, oats, mixed grains, spelt, maize, millet, rice, canary

seed.
2. Pulses: broad beans, peas, chick peas, dry beans, lentils, black-eyed peas, cow

vetch, wild vetch.
3. Industrial crops: tobacco, sugar beets, opium gum, opium seed, cotton, hemp

fiber, aniseed, flax fiber.

4. Oil seeds: flax seed, hemp seed, sesame, sunflower, soybeans, groundnuts,
safllower, rape seed.

5. Tuber crops: potatoes, fodder beets, dry onions, dry garlic.
6. Vegetables: vegetables, melons, and watermelons.
7. Fruits: pistachios, almonds, walnuts, hazelnuts, chestnuts, pears, quince, silver

berries, apples, plums, apricots, camels, cherries, peaches, sour cherries, wild
apricots, carob, mulberries, figs, grapes, grapefruit, lemons, mandarins,
oranges, sour oranges, tea, olives.

Column 2: LSt = area sown + vineyards + orchards + vegetable gardens
+ olive groves in year t.

Source: Statistical Yearbook of Turkey 1973 (Ankara: Republic of
Turkey Prime Ministry State Institute of Statistics, 1974), Table 165, p.
187, for 195~1972, and The Summary of Agricultural Statistics 1974
(Ankara: Republic of Turkey Prime Ministry State Institute of Statistics),
Table 1, p. 7, for 1973-1974.

Column 3: K t = number of trac~ors used in year t.
Source: The Summary of Agricultural Statistics 1967 and 1974 (An

kara: Republic of Turkey Prime Ministry State Institute of Statistics), Table
2, p. 7, and Table 2, p. 8, respectively.



162 Aydzn Ulusan

Column 4: L t = labor input in agriculture in year t.
Source: Table 5.C.3.

Column 5: Ct = total credits extended by the Agricultural Bank in year t.
Source: Konjonktur (Ankara: The Ministry of Commerce Directorate of

Press and Publications, January-December 1973, January-December
1974), p. 65.

Column 6: CBt = Central Bank credits to the Soil Products Office
(TMO), the Sugar Factories Corporation, agricultural credit and sales co
operatives, and Siimerbank and for the financing of tobacco purchases, in
year t.

Source: Central Bank monthly bulletins.

Column 7: M t = money supply in year t.
Source: Central Bank monthly bulletins.

Column 8: If = village cost-of-living index (1963 = 100) in year t.
Source: Nur Keyder, "Tiirkiye'de Tanmsal Reel Gelir ve Koyhiniin

Refah Seviyesi" [Real agricultural income and standard of living of peasants
in Turkey], METU Studies in Development, Vol 1 (Fall 1970), Table 3, p.
38, and Keyder, "Tiirkiye'de Tanmsal Reel Gelir ve Klsal Refah Endeski"
[Real agricultural income and the rural standard of living index in Turkey],
METU Studies in Development, Vol. 12 (Summer 1976), Table 6, p. 63.

Column 9: If = Istanbul cost-of-living index (1963 = 100) in year t.
Source: Central Bank monthly bulletins.

Column 10: P
t

= general index of agricultural crop prices (1963 = 100)
in year t.

Source: Same as for column 8.

Column 11: ytCA = Ptq:, t = 1950, ... ,1974, where YfA = nominal
agricultural income from crops in year t, P t = general index of agricultural
crop prices in year t, and q: = real value of crop product in year t.

Source: Same as for column 1 for q: and same as for column 10 for Pr-

Column 12: YPA = Y1- YfA, where YPA = nominal agricultural income
from other activities in year t, Y1= total nominal agricultural income in year
t, and YfA nominal agricultural income from crops in year t.

Source: Same as for column 13 for Y1and same as for column 11 for YfA.

Column 13: Y1 = total nominal agricultural income in year t.
Source: Due to the lack of uniformity in the figures for a given year

obtainable from different publications, the data in column 13 were obtained
as follows: For 1950,1951: Turkiye Milli Gelin' 1938, 1948-1951 [Na
tional income of Turkey, 1938, 1948-1951], "Milli Gelir Etiid Grubu"
(Ankara: T.C. Ba~vekalet istatistik Umum Miidiirltigti [Prime Ministry
General Directorate of Statistics], 1954), Table 2, row 20. For 1952-1967:
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National Income, Total Expenditure, and Investment of Turkey 1938,
1948-1970 (Ankara: Republic of Turkey Prime Ministry State Institute of
Statistics, 1972), Table 1, row 1, p. 10. For 1968-1973: National Income
and Expenditure ofTurkey, 1962-1973 (Ankara: Republic ofTurkey Prime
Ministry State Institute of Statistics, 1974), Table 7, row 1, p. 27. For 1974,
1975: Turkey, an Economic Survey (Istanbul: Turkish Industrialists and
Businessmen's Association, 1976), Table 24, row 1, p. 31.

Column 14: aY1 = Y1 - Y1-1' where aY1 = change in total nominal
agricultural income in year t, Y1 = total nominal agricultural income in year
t, and Y1-1 = total nominal agricultural income in year t - 1.

Source: Same as for column 13.

Column 15: Yf"A = Yt - Y1, where Yf"A = nominal nonagricultural
income in year t, Yt = total nominal income in year t, and Y1 = total
nominal agricultural income in year t.

Source: Same as for column 13 for Y1 and same as for column 17 for ~.

Column 16: aYf"A = Yf"A - Y~, where aYf"A = change in nominal
nonagricultural income in year t, Yf"A = nominal nonagricultural income in
year t, and Y~l = nominal nonagricultural income in year t - 1.

Source: Same as for column 15.

Column 17: Yt = total nominal income in year t.
Source: Due to the lack of uniformity in the figures for a given year

obtainable from different publications, the data in column 17 were obtained
as follows: For 1950, 1951: Turkiye Milli Geliri 1938, 1948-1951
[National income of Turkey 1938, 1948-1951], "Milli Gelir Etiid Grubu"
(Ankara: T.e. Ba~vekalet istatistik Umum Mudurlugu [Prime Ministry
General Directorate of Statistics], 1954), Table 1, row 18. For 1952-1967:
National Income, Total Expenditure, and Investment in Turkey 1938,
1948-1970 (Ankara: Republic of Turkey Prime Ministry State Institute of
Statistics, 1972), Table 1, row 17, p. 10. For 1973-1975: Turkey, an
Economic Survey (Istanbul: Turkish Industrialists and Businessmen's Asso
ciation, 1976), Table 24, row 13, p. 31.

Column 18: y1 = (Y1/Ir)/100, whereY1 = total real agricultural income
in year t, Y 1 = total nominal agricultural income in year t, and Ir = village
cost-of-living index (1963 = 100) in year t.

Source: Same as for column 13 for Y1 and same as for column 8 for Ir.

Column 19: yf"A = (Yf"A/If)/100, where yf"A = real nonagricultural
income in year t, Yf"A = nominal nonagricultural income in year t, and If =
Istanbul cost-of-living index (1963 = 100) in year t.

Source: Same as for column 15 for Yf"A and same as for column 9 for If.

Column 20: Yt = y1 + yf"A, where Yt = total real income in year t, y1 =
total real agricultural income in year t, and yf"A = real nonagricultural
income in year t.
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Source: Same as for column 18 for yt and same as for column 19 for yfA.

Column 21: Nt = agricultural population in year t.
Source: The data in column 21 were obtained by applying coefficients to

the urban and rural population figures in Table 5.B.l related to proportions of
people in the urban sector engaged in agriculture and proportions in the rural
sector engaged in agriculture. Total agricultural population is the sum of the
two. The coefficients were obtained from Erol Tiimertekin, Urbanization
and Urban Functions in Turkey (Istanbul: Istanbul University Publications,
1973), p. 120. Ttimertekin has the following percentages as engaged in
agriculture:

Year

1950
1963
1968
1973

Urban Agriculture (%)
---

10.5
10.1
9.9
9.5

RuraIAgriculture(%)

91.0
89.6
88.9
88.0

The percentages for 1950 were applied to the years 1950-1960, the per
centages for 1963 to the years 1961-1965, the percentages for 1968 to the
years 1966-1970, and the percentages for 1973 to the years 1971-1975.

Column 22: ANt = Ni4 - Nt-I' where ANt = change in agricultural
population in year t, Nt = agricultural population in year t, and N t-l =
agricultural population in year t - 1.

Source: Same as for column 21.

Column 23: NfA = Nt - Nt, whereNfA = nonagricultural population in

year t, Nt = total population in year t, and Nt = agricultural population in
year y.

Source: Same as for column 21 for Nt and same as for column 25 for Nt.

Column 24: ANfA = NfA - N ~1, where ANfA = change in nonagricul
tural population in year 5, NfA = nonagricultural population in year t, and
N ~1 = nonagricultural population in year t - 1.

Source: Same as for column 23.

Column 25: Nt = total population in year t.
Source: Table 5.C.I.

Column 26: yt = yt/Nt, where yt = total real per capita agricultural
income in. year t, yt = total real agricultural income in year t, and Nt =
agricultural population in year t.

Source: Same as for column 18 for yt and same for column 21 for Nt.

Column 27:yfA = yfA/NfA, whereYfA = real per capita nonagricultural
income in year t, yfA = real nonagricultural income in year t, and NfA =
nonagricultural population in year t.
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Source: Same as for column 19 for y~A and same as for column 23 for
NNA

t .

Column 28: Y; = Yt / fVr, where y; = total real per capita income in year t, Yt
= total real income in year t, and Nt = total population in year t.

Source: Same as for column 20 for Yt and same as for column 25 for fVr.
Column 29: D t = y~A/Y1, where D t = measure of the intrasectoral

distribution of income in year t, y~A = real per capita nonagricultural income
in year t, and y1 = total real per capita agricultural income in year t.

Source: Same as for column 27 fory~A and same as for column 26 for y1.
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CHAPTER 6

Politics ofAgricultural Price
Policy in Turkey

Ustun Erguder

Introduction

An OEEC report! published in 1961 stresses (1) price and income stability
and (2) establishment of adequate price relationships between various sup
ported commodities as major goals of agricultural price-support policy. The
goals of agricultural price policy in developing economies, however, may
differ from those cited by the OEEC report. One important goal of overall
developmental policy may be the transfer of resources from the agricultural
sector by keeping the prices of food and raw materials low in the industrial
sector and maintaining the profits derived from trade in agricultural goods.
According to Raj Krishna, this "negative" implementation of agricultural
price policy is generally encountered in developing economies.2

" A second important goal-which conflicts with the first goal above-of
overall developmental policy is to make the distribution of income less
unequal. In fact, given the contemporary emphasis on socioeconomic equal
ity, it is quite difficult to perceive economic development as simply higher
levels of total output per capita. It becomes impossible to neglect the
agricultural producers in a developing economy-who make up the majority
of the working population-when income equality becomes an important
policy consideration.

Economists, however, have frequently pointed out that the two develop
mental goals summarized above-output maximization and income distribu
tion-are very difficult to satisfy simultaneously. Higher output levels may
require greater income inequality. In fact, Simon Kuznets has empirically
shown that in the early stages of economic growth income inequality in
creases, while at later stages this inequality seems to decrease.3

It is suggested here that agricultural price policy must be considered
within this framework of general development policy and that policy empha
sis on either the output or the distribution aspect will be very much influenced
by political system variables. The nature and the extent ofpolitical participa
tion will be important variables in the determination of policy whether to
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transfer resources out of the agricultural sector or to promote equity by
redistributing income from the richer nonagricultural to the poorer agricul
tural sector. In other words, the existence of competitive politics, organized
pressure-group activity, freely contested elections among political parties,
and processes associated with political competition such as patron-client
relations may all provide more political power to some groups than their
economic and social resources would warrant. In a country like Turkey,
which is predominantly agricultural (see Chapters 4 and 5), various groups
rich or poor-in the rural sector would become important factors to reckon
with within a competitive framework of public-policy choice. Frank and
Webb, in an essay on income distribution in less developed countries, argue
in a very similar vein:

The political process can generate more power for the poor than that provided
by their scanty command over economic resources. This can result from
competition among elites, chiefly in democratic or quasi-democratic systems
where body-counts matter.... If there is a fluid, competitive, pluralistic politi
cal regime, for instance, the disadvantaged can be helped by coalitions with
middle- or upper-income subgroups who identify or share interests with the
poor.4

In this chapter we shall attempt to show that a competitive political system
in Turkey which emphasizes voluntary or autonomous political participation
as opposed to state-induced or -mobilized political participationS has led to
an emphasis on distributive aspects of agricultural price policy. Moreover, in
this connection we shall examine the impact of variables related to political
participation-such as elections-on governmental decision making con
cerning agricultural support prices.

In the next section we shall briefly describe the goals and problems of
agricultural price-support policy in Turkey. The following section will be
devoted to the testing of the independent impact of our political participation
variables on price policy decisions. The final section will give an overall
assessment ofour findings.

Agricultural Price-Support Policy in Turkey

Policy Goals

The initial adoption of agricultural price-support policy in Turkey dates
back to 1930 when the government, faced with worldwide depression of
prices, decided to fix prices and guarantee purchases of wheat, the most
important agricultural product in Turkey.6 Price-support policy was extended
to other cereals, rice, and opium in 1940, and more general extension of
agricultural price supports came in the immediate post-World War II per
iod.7 The adoption of economic planning in the early 1960s only served to
confirm the policy emphasis on agricultural price supports.

An examination of policy statements and official documents including the
five"'"year plans helps us to identify the goals of agricultural price policy as the

I
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following: (1) to improve the quality of agricultural products, (2) to increase
agricultural production and improve productive efficiency, (3) to provide
incentives for the cultivation of new crops, (4) to increase agricultural
exports, (5) to help farmers maintain price and/or income parity with the
other sectors, and (6) to keep consumer prices low.s

As we may conclude from the above summary of the purposes of agricul
tural price policy, there is no explicit emphasis on distribution of income as a
major goal. We must, however, keep in mind that the last two policy goals
goals that are difficult to balance, as Ulusan points out in Chapter 5-may
have distributive implications depending very much on how policy is imple
mented. One may even go as far as pointing out that in keeping with the
Ottoman tradition assigning the state"... the twin functions of maintenance
of social order (the order of stratification) and administration of social
welfare and justice ... ,"9 the governments since the republic have been very
much concerned with equity and welfare considerations-even if there may
not be such explicit emphasis in a stated policy goal. Whether their policies
have led to outcomes in keeping with the above functions is another question.

Policy Implementation

Agricultural price-support policy has come under frequent attack by
public agencies such as the State Planning Organization and by academi
cians for its failure to realize its stated goals. The criticisms10 leveled at this
policy may be summarized as follows:

1. Agricultural price-support policy has been basically implemented as guaran
teed purchases by public agencies from the producers at fixed high support
prices, making no attempt to use flexible price incentives or disincentives to
maximize agricultural output and/or to improve the output mix.

2. Periodically the stocks of responsible agencies have accumulated over desired
levels. For instance, the Turkish state monopolies have at times acquired
excessive low-quality tobacco stocks for which there was no demand either
locally or in the world markets.

3. Improvement of the quality ofcrops has not been emphasized, which in turn has
led to misallocation of resources and high product costs to the consumer.

4. The calculation of the suggested support price to be acted upon politically each
year by the Council of Ministers is basically a cost-of-production analysis
prepared by the responsible public agency. In Chapter 7 Mann shows that this
procedure "tends to push support prices higher than a more rigorous analysis
would justify." (See pp. 229-242 for Mann's detailed description of this
procedure.)

5. Agricultural price-support policy does not reach the small farmer, preventing
the distribution of benefits within the agricultural sector through this program.
Mann reaches a similar conclusion in analyzing the distribution of benefits of
price support in wheat farming. (See p. 239.)

6. Support purchases have generally had an inflationary impact as high agricul
tural support prices have at times been financed through the Central Bank of



172 Ustun Erguder

Turkey using methods that would increase the volume of money in circula
tion-analyzed in detail by Ulusan in Chapter 5. Inflationary forces thus
generated have pushed up demand in general, leading to an increase in nonfarm
prices, which in turn has led to pressures for raising the support prices from year
to year.

Income Distribution as a Policy Outcome

The impact of support price policy in Turkey on income distribution
between sectors and between income groups in the agricultural sector has not
been studied extensively prior to this volume (see Chapters 4 and 5). In fact,
no data have been compiled or analysis undertaken on this issue until
recently. In its preliminary studies for the preparation of the fourth five-year
plan, the State Planning Organization has formed a Study Committee on
Agricultural Welfare Policiesll to study the distributional aspects of various
policies among which price supports is considered to be the most important.

Despite the lack of direct evidence,one can hypothetically point out the
following negative effects of a high agricultural price-support policy on
income distribution12:

1. High support prices will raise the cost of living for urban consumers and
increase inequality in the cities.

2. High support prices will accentuate demands for higher wages.
3. A cost-push inflation would emerge, turning the terms of trade against the

agricultural sector. This trend will be reinforced if at the same time an import
substituting industrialization policy has been adopted that leads to high indus
trial prices behind tariff walls.

4. Subsistence farmers are not affected at all by agricultural support policy,
whereas market-oriented large farmers enjoy higher prices for their products. In
cases where inputs are also subsidized, income redistribution in favor of the rich
will be more pronounced as large farming operations are more likely to use
subsidized inputs such as fertilizers and ma.chinery.

The general comments summarized above may at least be a starting point
in investigating the relationship between price policy and income distribution
in Turkey.B High support prices, input subsidies starting in 1960s, and an
industrialization policy emphasizing import substitution have all been key
features of the Turkish economy. Ulusan's findings in Chapter 5 confirm the
above generalizations: higher-than-normal support prices have not improved
both inter- and intrasectoral income distributions.

Politics and Policy

Whatever its merits and demerits, observers have been unanimous in
identifying politics as responsible for the lack of economic rationality in the
making of agricultural price-support policy. (See Chapters 5 and 7.)
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The existing agricultural price policy of Turkey has several advantages and
strengths. The government is able to maintain price parity and price stability
and guarantee a market for all farmers' production. Thus, the government has
the ability to determine within some broad range the short run distribution of
income between the agricultural and other sectors and even among producers of
different commodities. The authority to support prices then provides the
controlling party or group in office a relatively strong political tool. But
this ... also subjects them to strong political pressures from groups that are
directly affected by their decisions.... The system lends itself to political
influence and thus decisions that may be more political than economic.14

Not all the students of agricultural price-support policy are as clear as
Forker in hypothesizing about the impact of politics. 15 In the above-quoted
statement Forker implies that competitive political participation in Turkey is
an important variable that affects decision making on prices. In this chapter
we shall try to see ifvariables related to political participation have an impact
on high price-support policy. More specifically, we shall try to show that
competitive and democratic political participation leads to an emphasis on
distributional aspects of agricultural price policy. Thus, high price policy is
expected to be the most politically convenient tool to create an income
whether illusory or not-effect with support prices going up (1) in election
years and (2) in politically critical periods. Politically critical periods are
defined here as periods when party competition at elections is keen and when
political uncertainty as to voter preferences or party identification is due to
either a critical realignment of voters or a critical change caused by a
disturbance in the political regime. 16

Political Participation and Support-Price Policy

In this section we shall first very briefly describe the institutional frame
work for policy decisions-a framework which makes support-price policy
decisions politically sensitive. We shall then move on to the operationaliza
tion of our variables and the testing of our hypotheses.

Frameworkfor Decision

Institutionally, the Ministry of Commerce is responsible for the agricul
tural price-support policy, but the price decisions are made each year by the
Council of Ministers. The final decision by the Council of Ministers is based
on recommendations of the Minister of Commerce, the Minister of Finance,
the State Planning Organization, and, depending on the crop, responsible
public agency (state economic enterprise) or sales cooperatives. The respon
sible agency is then directed to buy any amount of the crop offered at the
announced price. The government undertakes to provide funds for the pur
chase of the commodity and-if need be-to absorb any loss incurred by the
agency in handling, storing, and selling the commodity.17
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An interesting aspect of the institutional framework of policy formation in
agricultural price supports in Turkey is that the Ministry of Agriculture is
mainly responsible for all the related aspects of technical improvement in
agricultural production. This, of course, does not mean that no coordination
in policy formation takes place between the Ministries of Commerce and
Agriculture. Especially in cereals and wheat this coordination takes place in
the Cabinet at the ministerial level. A volume prepared by the Institute of
Public Administration for Turkey and the Middle East describes this process
while at the same time emphasizing the political sensitivity of the price policy
issue in the case of wheat:

Proposals submitted to the Cabinet by the Ministry of Commerce based on
studies made by the Soil Products Office for establishing purchase and sales
prices adjusted to various varieties and qualities, are decided upon by the
Cabinet, after being previously examined by a committee of the ministers
concerned. These decisions, which are capable of causing important effects and
reactions in the political life of Turkey as well as in her economic life, become
the subject of serious discussion and close scrutiny in the Committee and in the
Cabinet. The Minister of Agriculture has a voice in these councils. As a matter
of fact, the Ministers of Agriculture and Commerce maintain a special status in
that they are the only ones mainly listened to. 18

Our interviews with officials both at the Soil Products Office and the State
Monopoly-agencies responsible for wheat and tobacco, respectively-lead
us to conclude that the decision making at the Cabinet level may often be
political even though the recommendations ofthe concerned agencies maybe
taken as a starting point.

Participation Variables: Elections and Critical Periods

The time period covered in this chapter is between 1947 and 1974. This
period is conceptually important for us since we are interested in the
independent impact of democratic participation variables on agricultural
support prices. May 1950 witnessed the first competitive election in Turkey
even though the Democratic Party (DP) was formed in 1946 and officially
entered the 1946 election. Between 1945 and 1950 a number of political
signals were given by the ruling Republican People's Party's (RPP's) leaders
that free elections with universal suffrage would be held. Moreover, after
1946, the DP emerged as an important opposition party.

With the exception of two short periods ofmilitary intervention in politics
in 1960 and 1971, the Turkish political system generally conformed with the
competitive Western democratic model. In 1960, the ten-year DP rule was
ended by military intervention, and the country was ruled by the National
Unity Committee-made up of military officers-and the Constituent As
sembly until the October 1961 elections when normal party government was
restored. The second military intervention took place in 1971. In contrast to
the 1960 intervention the parliament was not dissolved; there was only a
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governmental change. Throughout the period between 1971 and 1973 the
military acted as a veto group on matters concerning the radical leftist
movement in the country. Elections were held as regularly scheduled in
October 1973.

A common characteristic of both these periods of military intervention is
that competitive party politics was not completely banned. In other words,
the high probability that elections would be held was an important political
factor in both periods.

Given this political environment, we shall test the hypothesis that elec
tions and politically critical periods are important political variables which
have an impact on support prices. The reason elections are singled out as an
important political variable may be summarized as follows.

The agricultural sector in Turkey makes up an important portion of the
electorate. Moreover, latifundia-type landownership is not a major charac
teristic of Turkish agriculture. Rather, small and scattered landownership is
the more dominant pattern in Turkey despite the initial inequality of land
ownership and distribution-as pointed out by Ulusan in Chapter 5 as well as
by Ozbudun and Ulusan in Chapter I-and the accentuation of this pattern
occurred in the late 1960s and early 1970s.19 Given this social structure, it is
expected that the peasant vote would become an important political factor
with the extension of political participation to rural areas by way of universal
suffrage and competitive party politics. In fact, elections will have a "rural
izing"20 impact on politics as rural groups become important in the political
process.

Another important point to remember here is that insofar as the peasan
try-that is, small- and middle-sized farmers-is concerned, elections are an
important· and perhaps the only vehicle by which peasants can assert them
selves politically. Keith Griffin very rightly argues that landlords can organ
ize as interest groups, whereas the organizational capacity of the masses of
peasants along similar pressure-group lines is limited.21 Earlier research by
the author on Turkey confirms the above generalization by Griffin: pressure
group activity originating in the agricultural sector is dominated by large
market-oriented landowners.22

Two regression models will be used to test statistically the relation of (1)
elections and (2) critical periods with average support prices announced each
year.

It is assumed here that in election years or the years following the election
there will be an upward trend in support prices. In the election year the party
or the coalition in power would announce higher prices to reward the
electorate prior to the election date. In the year immediately following the
election the party or the coalition coming to power or staying in power would
reward the electorate in terms of high prices for the electoral support
received.

The second regression model will attempt to test the relationship between
average support prices and critical political periods. The evidence suggests
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that there have been three such important periods in Turkish political history
since 1947: (1) In 1950 the 27-yearone-party rule under the RPP ended, and
the OP came to power as a result of free elections. (2) In the 1961 election,
after a year and a half of military rule, the OP was dissolved, and new parties
emerged wooing the supporters of the OP. Moreover, after the 1961 elections
the RPP came to power in coalition with the Justice Party (JP) after 11 years
of opposition.23 (3) The results of the 1973 elections seem to indicate an
important change in voter preferences. A quantitative analysis of the relation
of party support as measured by the percentage of votes received by each
party in elections between 1960-1973 with indicators of socioeconomic
modernization has shown that the electorally dominant position the JP
enjoyed in the 1960s eroded in the early 1970s in two ways. First, in
provinces ranking high on measures of industrialization, the RPP gradually
replaced the JP as the dominant party-a trend beginning in 1969 and
continuing in 1973. Second, in provinces ranking high on measures of rural
modernization, the JP somewhat maintained its position in 1973, while the
RPP emerged as a serious contender.24 To put it in V. O. Key's terms,
Turkey seemed to be going through a period of "critical elections"2s in 1973.

In the 1977 election the trend observed since 1969 in the relation ofthe JP
and the RPP with measures of industrialization has continued: The JP has
lost support in provinces ranking high on this measure, while the RPP has
gained. The similar trend observed in 1969 and in 1973 in relation with
measures of rural modernization, however, does not continue in 1977.
Although the RPP is still an important contender, the JP appears to have
regained some of its support in provinces ranking high on rural moderni
zation.

One explanation, among others, for the relative success of the JP in rural
areas perhaps has to do with the economic policies followed in the late 1960s
and the early 1970s. In Chapter 4 Robinson and Oervi~ note that the terms of
trade between 1968 and 1973 have moved in favor of the agricultural sector.
These authors give major credit to the JP-especially to its agricultural price
support.policy-for securing better terms of trade for this sector. They also
emphasize that after the 1973 election the RPP has adopted a generous
agricultural price-support policy " ... only after its transformation into a
populist and democratic socialist organization with redistribution of income
becoming the single most important theme in its program."

Two crops, wheat and tobacco, are taken as cases for our analysis. Wheat
is the most important crop and food commodity in Turkey when measured in
terms of the cropland under cultivation, the number ofvillagers involved in its
production, and its importance in the diet of the population. Moreover, some
of the wheat production is for subsistence-never reaching the market
while part of the production is market-oriented. There are, of course, large
landowner and small peasant ownership dimensions in wheat production.26

Lack of data on market orientation and lack of regional and provincial
breakdowns on landownership with respect to crops prevented us from
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researching the impact of these dimensions on support policy and their
relation to political variables. However, the above-outlined importance of
and multidimensionality of its production influenced our decision to choose
wheat for our analysis.

Tobacco-the other crop taken as a case-is not so important a crop as
wheat in terms of area sown, tons of production, and number of villagers
involved. Moreover, it is only grown in certain areas-mainly the Aegean,
Black Sea, and Marmara regions. Tobacco, however, is a very important
export product of Turkey and is exclusively market-oriented. Another impor
tant factor in choosing tobacco is concerned with its mode of production,
which generally requires small farms and labor-intensive methods of produc
tion. This is especially the case in the Black Sea region of Turkey where
tobacco is grown in small peasant farms. 27

Both tobacco and wheat support prices are announced by the Council of
Ministers-acting on the recommendation of the State Monopoly in the case
of tobacco and the Soil Products Office (TMO) for wheat-just before
harvest time. Tobacco prices are announced between February and April,
depending on the region, and wheat prices in June. With the exception of
1950 and 1954, elections have been held in October.

Findings: Elections and Support Prices

In testing the hypothesis that elections would have an independent effect
on average wheat and tobacco support prices, the following variables were
used:

YI Real average wheat support prices between 1947 and 1974 calcu
lated using the wholesale price index published by the State Statisti
cal Institute (1948 = 100),

aYI = YI(t) - YI(t-l)'

Y2 Real average tobacco support prices between 1947 and 1974 calcu
lated using the wholesale price index published by the State Statisti
cal Institute (1948 = 100),

aY2 = Y2(t) - Y2(t-l)'

Xl = National assembly election years coded as 1, with all other years
coded as 0 between 1947 and 1974,

X2 = Years following the National Assembly election years coded as 1
with all other years coded as 0 between 1947 and 1974.

The regression models used were as follows 28 :
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Results obtained are as follows:

(l) aYl = -0.005 + O.OIXl + 0.005X2
(-62) (0.89) (0.42)

N = 27, R = 0.18, R2 = 0.03,

Standard deviation = 0.027;

(2) aY2 = -0.21 + 55Xl + 49X2,
(-1.62) (2.5) (2.2)

N ~ 27, R = 0.50, R2 = 0.25,

Standard deviation = 0.47.

F= 0.41,

F= 4.06,

It is evident from the above results that there appears to be no relationship
between the timing of elections as a variable and wheat prices. In contrast,
tobacco prices seem to have a significant relationship with the timing of
elections. In search of alternative solutions lagged models were also used.
The results summarized above-while at the same time making conceptual
sense-were the best results obtained.

How can we account for this difference in our findings? Wheat is a very
important crop for Turkish farmers in general. But bread also is a vital part of
the diet of the masses in Turkey.

Price stability for the farmer is an important political goal, but price
stability for the consumer is an equally important political goal. In fact one of
the major goals of the Soil Products Office is to keep the selling price of
wheat low.29 A well-known Turkish economist, Besim Ustiinel, notes the
simultaneous policy goals established in the 1950s and their inflationary
impact (see also Chapter 5 for inflationary financing):

The price policy of the TMO (Soil Products Office) in the 1950's led to higher
domestic cereal prices than world prices.... Governments raising cereal prices
tried to prevent higher bread prices in the cities and used the resources of the
Central Bank instead of budgetary financing to balance the accounts of the Soil
Products Office. This constituted the main source of inflation in Turkey.30

In the case of tobacco such cross pressures do not exist as it is not a vital
food commodity. Thus, it is argued, high tobacco prices are more likely in
election years. In-depth interviews with producers, political party officials,
State Monopoly experts, and tobacco brokers and attending political party
conventions in two important tobacco-growing localities-Akhisar in the
Agean and Samsun-Bafra in the Black Sea area-gave the impression that
tobacco producers have relatively high political awareness and that support
price policy is a centrally important issue for them. This awareness, however,
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does not take the form of pressure-group activity. Instead, efforts to influence
governmental decision-making through party channels is preferred. Giving or
withdrawing electoral support, then, is an important tool of bargaining for the
producer in the case of tobacco.

The only demands to keep average support price low may be expected to
come from the tobacco brokers, who buy tobacco in the free market mainly
for export purposes. High average support prices coupled with guaranteed
purchases by the State Monopoly will lower the profit margin of the broker.
Thus, tobacco brokers may be adversely affected by tobacco support policy.
Brokers, however, are a potential pressure group but not as important as
tobacco growers in terms of votes. In fact brokers have their unions in
tobacco-growing areas. Measuring or assessing their pressure-group activity
and its effectiveness-not attempted in this chapter-required different tech
niques. Our statistical model is not designed to measure or reflect pressure
group activity by brokers.

Finally one interesting observation must be made here by comparing our
results from the second (tobacco) equation with real tobacco prices, pre
sented in Table 6.1. The statistically significant relationship between real
tobacco prices and the timing of elections appears to have taken place mostly
in the period after 1960. Comments on this point are reserved for the
following section-after our second hypothesis has been tested.

Findings: Critical Periods and Support Prices

In testing the hypothesis that critical periods would have an independent
effect on average wheat and tobacco support prices, the following variables
were used:

Yl Same as in the previous model (real average wheat support prices),

Y2 Same as in the previous model (real average tobacco support prices),

X3 1947-1951 coded 1,1952-1974 coded 0,

X4 = 1952-1959 coded 1, 1947-1951 and 1960-1974 coded 0,

X5 = 1947-1972 coded 0, 1973-1974 coded 1,

X6 = Years between 1947 and 1974 coded as 1 and 1974 as 28,

X7 = X3X6,

X8 = X4X6,

X9 = X5X6.

The regression model used was as follows31 :

The results obtained are reported below:
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TABLE 6.1
CurrenfJ and Real Supporth Prices: Wheat and Tobacco

Year

1947
1948
1949
1950c

1951 d

1952
1953
1954c

1955 d

1956
1957c

1958d

1959
1960
1961 c

1962d

1963
1964
1965 c

1966d

1967
1968
1969c

1970d

1971
1972
197JC
1974d

Current
Wheat

Support
Prices

(KuruV

22
22
22
22
22
30
30
30
30
30
40
40
50
50
63
73
75
75
78
78
78
78
80
85

100
100
120
205

Real
Wheat

Support
Prices

(KuruV

23.4
22.0
20.4
22.7
21.4
28.9
28.0
25.4
23.6
20.3
22.9
19.8
20.6
19.6
23.9
26.4
26.0
25.7
24.7
23.5
21.9
22.2
20.3
20.1
20.5
17.4
17.3
22.8

Current
Tobacco

Support
Prices

(KuruV

181
220
188
127
190
223
223
258
253
277
314
454
485
414
746

1177
900
807
897
822
808
855
886

1135
1168
1321
2315
3117

Real
Tobacco

Support
Prices

(KuruV

194.6
220.0
174.1
182.5
184.5
214.4
208.4
218.6
199.2
187.2
179.4
224.8
200.1
162.7
284.1
425.3
314.7
276.1
283.9
248.1
226.7
232.5
224.7
269.7
239.4
229.5
333.8
347.2

aCurrent support prices for wheat and tobacco were obtained from the Soil Products Office
and the State Monopoly, respectively.

bReal support prices were calculated using the Wholesale Price Index of the Ministry of
Commerce with 1948 as the base year.

cElection years.

dYears after elections.
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0.43 - 0.009X6 - 0.18X3 - 0.06X4 + 0.06X5
(14.3) (-6.7) (-9.74) (-1.9) (0.000)

+ 0.005X7 - 0.003X8 + 0.000X9,
(1.2) (-1.5) (0.000)

R = 0.93, R2 = 0.87, F = 15.6, Yl = 0.229 TL,

Standard deviation = 0.012, N= 25;

(2) Y2 = 4.05
(8.9)

1.97X3 - 1.66X4
(-3.99) (-3.21)

+ 0.012X7 + 0.03X8
(0.195) (0.942)

R

0.07X6
(-3.4)

+ 0.50X5
(0.000)

+ 0.035X9
(0.884)

0.93, R2=0.87, F=16.6,

Standard deviation = 0.189, N= 25.

Y2 = 2.388 TL,

Figures 6.1 and 6.2 represent graphic illustrations of the results obtained
from the above regression equation.

One can conclude from the above-summarized results that at critical
periods real support prices for both crops are adjusted to reach a new plateau,
while within each period real prices seem to go down. Thus, our hypothesis
that critical periods have an impact on support prices holds true for both
crops.

Real prices seem to go down between critical periods for both of these
crops, but one cannot generalize about the steepness of this decline as the (t)
ratio for coefficients of our multiplicative variables (X7, X8, X9)-giving us
a chance to compare the decline in prices for each crop between periods-is
quite low and points to their insignificance.

The (t) ratio for our time variable (X6) is quite high for both ofthe models,
expressing the significance of the coefficient. One may, looking at the slopes
and the (t) ratios for (X6) in both models, state that in between critical
periods real wheat average support prices fall less in absolute terms than
tobacco prices. There does not seem to be much difference, however,
between tobacco and wheat in this respect when the same comparison is
made in terms of percent change.

Table 6.1 compares real and current average support prices for both
crops. Real prices for both crops decline over time, while current prices are
going up. A general conclusion at this point is that current support prices go
up over time, but these yearly increases are not enough to stabilize the real
prices. Only periodic adjustments, over and above the yearly adjustments, in
current prices help real support prices for both crops gain some lost ground.
What is significant for us is that these periodic adjustments coincide with our



182 Ustiin E,rguder

FIGURE6.J.
Predicted and T:eal wheat support prices

Year

1947

1950

1953

1956

1959

1962

1965

1968

1971

1974

174 197 220 243 266 288

Wheat support
prices (Kuru,>

politically critical periods in which, we assumed, parties in power would be
more inclined to distribute rewards, especially to the agricultural sector.

A word of caution is necessary here on the tobacco support prices. Years
1961 and 1962, which happen to coincide with our second critical period
when the Republicans come to power after 11 long years, witnessed the
extensive effects of disease on tobacco production in the Balkans. This in
tum had a favorable impact on world prices. Thus, the upward movement in
the tobacco support price, in 1961-1962, may partially be explained by the
movement in the world market prices and the crisis in tobacco production.
One, however, must also keep in mind that the favorable world market
conditions did not last into 1963 and after, while the high support price policy
was continued into the late. 1960s and early 1970s despite overproduction
and the accumulation of excessive stocks by the State Monopoly.32

Economic Variables and Our Findings

Our discussion above leaves one important point unanswered. There may
be other variables that can explain high price policy or the price adjustments
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predicted and real tobacco supportprices

Tobacco support
prices (Kuruf)

that seem to coincide with our critical periods. The general criticism by
Turkish economists-as implied in other sections of this chapter-is that
economic .variables or economic rationale do not explain support-price
movements. The relationship between support prices and economic variables
(between 1947 and 1974) were studied using correlation and regression
analyses. (See Tables 6.2 and 6.3 for correlation matrices.) In the Appendix
variables used in the analysis are described.

Our findings generally conform with the analyses and the criticisms of
Turkish economists, especially in the case of tobacco.33 We shall only
summarize these findings here.

Generally tobacco production in Turkey has gone up over time, and the
factor that is most responsible for this has been the extension of the area
under cultivation, as the area sown to tobacco and yield per hectare are
negatively correlated (Table 6.2). Moreover, the State Monopoly seems to
have been accumulating-especially in the 1960s-support stocks,34 while
support prices have also been going up. Another important relationship
discovered is that variables related to State Monopoly purchases-especially
support purchases-are positively correlated with stock variables.
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A general effect of high price policy has, in the case of tobacco, been the
extension of the area under cultivation from slopes suitable for tobacco
production to base land suitable for the cultivation ofother crops. This in tum
led to production of tobacco lower in quality but higher in quantity. An
important consequence of this was the accumulation of the State Monopoly
tobacco stocks to undesired levels.

A closely related finding was that the area sown to tobacco and the
average support price for tobacco have a very important positive impact on
the income-expressed as a function of total purchases by brokers and the
State Monopoly and prices received by farmers-of tobacco growers. Yield,
on the other hand, has a negative impact on income. This may be due to two
reasons. First, as pointed out above, lower-quality tobacco found its way into
the market due to the extension of the area sown to base land. Both the State
Monopoly and the brokers pay different prices for different qualities and

TABLE 6.2
Correlation Matrix ojTobacco Variables:

N = 21, Degrees ojFreedom = 18,r = 0.44 at 0.05, r = 0.56 at 0.01

(X61) 1.00
(X64) 0.86 1.00
(X58) -0.73 -0.30 1.00
(X42) 0.88 0.87 -0.49 1.00
(X38) 0.07 0.34 0.29 -0.16 1.00
(X40) 0.78 0.69 ~0.55 0.87 -0.21 1.00
(X41) 0.83 0.87 -0.41 0.96 -0.11 0.70 1.00
(YI0) 0.67 0.46 -0.71 0.61 -0.22 0.69 0.50 1.00
(X47) 0.67 0.49 -0.66 0.60 -0.13 0.68 0.48 0.94 1.00
(X48) 0.71 0.39 -0.73 0.51 -0.17 0.43 0.50 0.44 0.29 1.00
(Y12) 0.14 -0.04 -0.42 0.11 -0.22 0.26 0.01 0.77 0.71 -0.02 1.00
(Y13) -0.34 -0.48 0.02 -0.30 -0.34 -0.17 -0.34 0.21 -0.02 0.09 0.45 1.00
(X34) -0.35 -0.53 -0.02 -0.33 -0.37 -0.21 -0.36 0.16 -0.05 0.13 0.35 0.95 1.00
(X35) 0.76 0.65 -0.61 0.78 -0.13 0.71 0.73 0.66 0.63 0.47 0.37 -0.12 -0.25 1.00
(X39) -0.68 -0.58 0.50 -0.89 0.55 -0.85 -0.81 -0.61 -0.58 -0.42 -0.21 0.14 0.16 -0.69
(X43) 0.20 0.01 -0.38 0.35 -0.59 0.71 0.12 0.54 0.50 0.09 0.49 0.25 0.20 0.35
(X44) 0.73 0.72 -0.40 0.91 -0.34 0.64 0.95 0.44 0.43 0.47 -0.03 -0.33 -0.32 0.66
(X45) 0.60 0.66 -0.28 0.78 -0.24 0.46 0.86 0.23 0.26 0.33 -0.16 -0.47 -0.46 0.54
(X46) 0.18 0.35 0.11 0.47 -0.17 0.41 0.46 0.19 0.20 -0.21 0.22 -0.18 -0.30 0.34
(X50) 0.43 0.20 -0.45 0.24 -0.04 0.09 0.29 0.07 -0.10 0.88 -0.27 0.11 0.15 0.22
(X51) 0.51 0.36 -0.42 0.35 0.07 0.26 0.35 0.19 0.19 0.63 -0.22 -0.18 -0.10 0.24
(X60) -0.10 0.11 0.31 -0.30 0.74 -0.37 -0.22 -0.41 -0.25 -0.37 -0.33 -0.55 -0.53 -0.24
(X55) 0.16 0.21 -0.15 0.06 0.35 0.02 0.09 0.32 0.39 -0.21 0.53 -0.18 -0.32 0.46
(X56) -0.11 -0.08 0.11 -0.32 0.44 -0.27 -0.32 0.06 0.10 -0.12 0.20 -0.02 -0.15 -0.20
(X57) -0.10 0.02 0.26 -0.04 0.17 -0.11 -0.00 -0.06 -0.24 0.06 -0.06 0.35 0.33 -0.08
(X59) 0.03 0.42 0.56 0.15 0.53 0.02 0.21 -0.29 -0.29 -0.19 -0.33 -0.32 -0.43 0.04
(X62) 0.16 0.45 0.40 0.12 0.63 -0.04 0.19 -0.37 -0.36 0.02 -0.63 -0.44 -0.51 -0.06
(X65) -0.53 0.53 -0.26 0.40 -0.31 0.18 0.48 -0.18 -0.14 0.41 -0.47 -0.69 -0.67 0.34

(X61) (X64) (X58) (X42) (X38) (X40) (X41) (YI0) (X47) (X48) (YI2) (Y13) (X34) (X35)
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grades of tobacco. Second, the official statistics on the area sown to tobacco
are assumed to be inflated since there are incentives for the grower to
exaggerate his declaration of the area he has sown to tobacco.35 The Agricul
tural Bank of Turkey uses the area sown to tobacco as a criterion for
agricultural credits given to tobacco growers.

Another important relationship that must be pointed out here is that
current support prices for tobacco have a weak and statistically insignificant
positive relationship with tobacco export prices-an indicator for world
market prices (see Table 6.3).

An important conclusion one can draw at this juncture is that agricultural
price-support policy does not in fact support the crop tobacco as originally
intended.36 In contrast, supporting the tobacco farmer-another original
goal-has become more central in implementation.

Our findings with respect to wheat were somewhat different (Table 6.3).
For example, wheat production and yield per hectare are very strongly
correlated. Moreover, wheat prices, along with yield, playa very important
role in the change of income of the farmer. The most important factor
determining income of wheat producers when wheat prices are detrended is
yield.37 Yield per hectare has gone up over time while showing great vari
ations from year to year as it is still greatly dependent on weather condi
tions.38 This leads us to conclude that yield has been an important source of
variation of farmers' income. Thus, if income stability is a major goal, this
could either be achieved through long-term policies with a technological
content emphasizing fertilizers, new seeds, irrigation, mechanization, and
extension services to increase yield and decrease the dependence on the

TABLE 6.2 (continued)

1.00
-0.63 1.00
-0.38 0.18 1.00
-0.75 0.00 0.94 1.00
-0.52 0.32 0.46 0.45 1.00
-0.10 -0.20 0.25 0.19 -0.37 1.00
-0.21 -0.11 0.33 0.27 -0.35 0.62 1.00

0.54 -0.60 -0.31 -0.13 -0.18 -0.29 -0.06 1.00
0.09 -0.17 -0.01 0.02 0.19 -0.26 -0.07 0.33 1.00
0.45 -0.25 -0.42 -0.41 -0.12 -0.12 -0.05 0.42 0.38 1.00
0.11 -0.15 -0.05 -0.05 0.04 0.25 0.22 -0.30 -0.03 -0.19 1.00
0.06 -0.30 0.10 0.26 0.40 -0.10 -0.13 0.39 0.13 0.18 0.29 1.00
0.16 -0.46 0.07 0.19 0.02 0.11 0.18 0.54 -0.08 0.24 0.19 0.76 1.00

-0.17 -0.34 0.43 0.55 0.11 0.44 0.33 0.37 0.08 -0.17 -0.11 0.38 -0.77 1.00

(X39) (X43) (X44) (X45) (X46) (X50) (X51) (X60) (X55) (X56) (X57) (X59) (X62) (X65)

Note: See the Appendix for variable descriptions.



TABLE 6.3

Correlation Matrix of Wheat Variables
N = 21, Degrees ofFreedom = 19, r = 0.43 at 0.05, r = 0.55 at 0.01

(X3) 1.00
(X7) 0.78 1.00
(X9) 0.24 0.80 1.00
(XlI) -0.04 0.49 0.77 1.00
(XI2) -0.14 0.40 0.71 0.93 1.00
(YI) 0.85 0.84 0.49 0.19 -0.00 1.00
(XI) 0.86 0.82 0.45 0.11 -0.07 0.99 1.00
(X6) 0.97 0.77 0.26 0.04 -0.01 0.80 0.81 1.00
(XI5) 0.87 0.97 0.68 0.30 0.18 0.90 0.90 0.82 1.00
(X4) 0.70 0.48 0.10 -0.01 -0.12 0.44 0.45 0.62 0.55 1.00
(XIO) -0.01 0.45 0.71 0.49 0.51 0.13 0.12 -0.06 0.35 0.11 1.00
(XI6) 0.07 -0.11 -0.22 -0.11 -0.32 0.13 0.13 0.03 -0.04 0.09 -0.22 1.00
(X13) 0.05 0.52 0.77 0.75 0.68 0.22 0.19 0.07 0.39 0.15 0.82 0.05 1.00
(XI 4) 0.01 0.52 0.80 0.73 0.71 0.22 0.18 0.03 0.38 0.06 0.89 -0.13 0.95 1.00
(Y2) -0.41 -0.32 -0.09 0.24 0.19 -0.19 -0.24 -0.32 -0.39 -0.34 -0.11 0.16 0.03 0.09 1.00
(Y3) -0.19 -0.05 0.13 0.08 0.04 0.03 -0.01 -0.15 -0.07 -0.42 0.11 0.42 0.24 0.27 0.47 1.00
(X8) -0.02 0.47 0.75 0.59 0.65 0.10 -0.08 -0.02 -0.35 0.11 0.97 -0.26 0.83 0.91 -0.03 0.11 1.00

(X3) (X7) (X9) (XlI) (XI2) (YI) (XI) (X6) (XI5) (X4) (XI 0) (XI6) (XI3) (XI 4) (Y2) (Y3) (X8)

Note: See the Appendix for variable descriptions.
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climate or through price intervention. We argue here that it is both tech
nically and administratively easier as well as politically more expedient, at
least in the short run, to follow a high price since higher or stable prices have
a political propaganda value and impact. This way, at least, one of the
uncertainties in Turkey's wheat farming-price uncertainty-is reduced
through wheat support policy.
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Some of the wheat correlation coefficients presented in Table 6.3 repre
sent the purchase and stock policy of TMO. The amount of wheat purchases
each year is a function of the level of production relative to demand, price
support level, and TMO stocks, with production being the most significant
factor. TMO has generally increased its purchases when production in
creased. Also, with increases in announced support prices, purchases have
also gone up. Thus, we get positive coefficients between related variables.

Conclusion

Forker makes the following general comment on agricultural price-support
policy: "There is a naive assumption by many prominent persons that
economic considerations dominate in setting agricultural prices. In practice,
political considerations dominate."39 In this chapter, we set out to uncover
what these political considerations may be.

In our view, two factors are important under the broad label "political."
First, the central place of the state in Ottoman and Turkish political life,
acting as the primary distributor ofwealth and justice-as noted by Mardin in
Chapter 2 (p. 23) and elsewhere4°-should have important policy conse
quences. One can reasonably expect that this tradition will help shape the
policymaker's view-helping him see agricultural price policy mainly as
distributive policy instrument rather than as a tool of allocative efficiency.
Second, competitive political participation, we assumed, will again lead to an
emphasis on the distributive aspects of price-support policy. In this chapter,
our concern was to uncover how this second political factor was at work
leading to high price-support policy. We hypothesized that in a political
system with party competition and competitive political participation,
variables related to political participation will playa significant role in policy
determination.

The timing of elections as a political variable had some relationship with
high average support prices only in the case of tobacco. An attempt was
made to explain this contrast between wheat and tobacco by pointing out that
the former is a vital element in the diet of the population and that low and
stable consumer prices are also a major goal of policy.

On the other hand, we found out that politically critical periods-when
party competition is intense-playa significant role in the upward adjustment
of the prices. What this conclusion tells us is that price supports induce cost
push through inflation (see Chapter 5), which in turn-when the political
competition is intense in the critical periods and there are pressures building
in the agricultural s~ctor due to cost push-induces a fresh surge in support
prices.

An important question in this context is whether or not the process
described above is a self-frustrating policy outcome in view of the original
goals of the support policy. One is tempted to ask whether this policy is
successful in maintaining the income parity of agriculture with the other
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sectors and if it is conducive to maintaining income stability-let alone
redistribution of income-within the agricultural sector.

Providing an answer to these questions was not the primary purpose of
this study. In Chapters 4, 5, 7, and 8 Dervi~ and Robinson, Ulusan, Mann,
and Berk have addressed themselves more specifically to these dimensions of
price support policy and income distribution and related policy outcomes.

The evidence presented in Chapter 5 by Ulusan, on the one hand, and in
Chapter 4 by Dervi~ and Robinson, on the other hand, appears to be
contradictory as to the impact of price-support policy on the distribution of
income between sectors. Ulusan notes that the support policy has not been
instrumental in changing the balance in favor of the agricultural sector or
even in keeping sectoral parity. In Ulusan's words, " ... what the state gives
with one hand-agricultural support~is taken away by the other-infla
tion." Dervi~ and Robinson, however, suggest that the terms of trade moved
sharply in favor of agriculture after 1968 and that the agricultural price
support policy is the major policy instrument responsible for this shift.

The evidence is not more conclusive when the impact of support-price
policy on income distribution within the sector is considered. Ulusan takes a
pessimistic view on this issue when he notes that" ... it is the big landowners
that get the lion's share." Berk-referring to the absence of coordinated
and integrated policies-suggests that the lack of credit facilities prevents
small farmers from taking full advantage of the price-support program as
they have to "pledge" their crops before the harvest. Mann, studying wheat
production and related policies, reflects " ... that the bulk of the benefits
from the price-support program accrues to the larger farms."

It is difficult not to agree with Ulusan, Berk, and Mann and thus conclude
that agricultural price policy has been a self-frustrating policy. One, however,
must be cautious in reaching such a conclusion as some objections may be
raised. First, most of the analysis of income inequality and the impact of
policies on this inequality is based on the data on landownership patterns.
Serious questions may be raised with respect to these data. An important
question may be the difference between landownership and land cultivation
patterns. A farmer who owns 10 decares of land might be cultivating 100
decares of land as a tenant or a sharecropper as absentee landownership
seems to be on the rise in Turkey due to migration both to urban areas and to
Germany. What is meant by the "small farm-large farm" distinction is
another important question begging for an answer. Does this classification
vary by crop and region and sometimes even by the regions of the same
province? These are some of the points which are hidden behind statistical
data.

Second, one must also keep in mind that the same trends-cost push,
erosion of agriculture's terms of trade-would be taking place anyway. Ifwe
assume that these trends, support policy or not, are entrenched-leaving
substantive analysis and speculation on this point to the economists-one
could reasonably suggest that agricultural price-support policy in Turkey
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helps to slow down or even arrest (taking into account Dervi~ and Robinson's
conclusions) a process that would take place in any case.

Third, a point William R. Cline makes in addressing himself to price
support policy and rural income distribution would apply-in our view-to
the Turkish case. Finding generalizations on the negative impact of support
price changes and policy on equity dangerous, Cline notes that in view of the
instability of agricultural production and world markets, " ... price support
schemes should have some additional 'risk-minimization' benefit attached to
them when costs and benefits are analyzed. "41

The evidence analyzed in this chapter points to the fact that income
stability, and thus the support of the grower rather than the crop, is an
important policy goal in Turkey. Moreover, the general adoption of agricul
tural price policy coincides with the resumption of the competitive party
system.42 It is our conclusion that agricultural price-support policy has been
viewed in the 1950s and the 1960s both by policymakers and agricultural
producers as a tool providing income security-rather than as a tool of
allocative efficiency-which, in turn, has led to its political importance.

Appendix: Description of Variables Used in the
Analysis of Wheat and Tobacco Support Prices

Variable Description: Wheat

Data used are for 1947-1974 and were obtained from the State Institute
of Statistics: Agricultural Structure and Production.

Y10 = Average support prices announced each year by the government,
Y11 = Y10(t) - Y10(t_l}'
X20 = Wholesale price mdex (1948 = 100),
Y12 = Y10/X20,
Y13 = Y12(t) - Y12(t-l)'
X31 = Average price paid by tobacco broker to producers,
X32 = X32(tL- X32(t-l)'
X33 = X31/X20,
X34 = X33(t) - X33(t-l)'
X35 = Y12 - X33,
X36 = Total tobacco purchases (tons),
X38 = Total tobacco purchases (tons),
X39 = X38/X36,
X40 = State Monopoly administrative purchases (tons),
X41 = State Monopoly support purchases,
X42 = X40 - X41,
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X43 = X40/X36 ,
X44 = X41/X36,
X45 = X41/X42,
X46 = X44(t) - X44(t-l)'
X 47 = State Monopoly administrative stocks (tons),
X 48 = State Monopoly support stocks (tons),
X49 = X47/X48,
X50 = X48/X49 ,
X51 = X48(t) - X48(t-l)'
X52 = Value of tobacco exports (TL),
X53 = X52/X20,
X54 = Volume: tobacco exports (tons),
X55 = X53/X54,
X56 = X55(t) - X55(t-l)'
X57 = X54(t) - X54(t-l)'
X58 = Tobacco yield per hectare,
X59 = X59(t) - X59(t-l)'
X60 = X38 - X54,
X61 = Area sown to tobacco,
X62 = X61(t-l) - X61(t),
X64 = Tobacco production (tons per year),
X65 = Residuals of the following regression equation: X61 a +

bt(1947... 1974) + e.

Variable Description: Tobacco

Data used are for 1947-1974 and were obtained from the State Institute
of Statistics: Agricultural Structure and Production.

Y1 = Average TMO wheat support prices,
X20 = Wholesale price index (1948 = 100),

Y2 = Y1/X20,
Y3 = Y2(t) - Y2(t-l)'
Xl = Wheat prices receives by the farmer,
X2 = X1/X20,
X3 = Area sown to wheat,
X4 = X4(t) - X4(t-l)'
X5 = Total cultivated area,
X6 = X4/X5,
X7 = Wheat production (tons),
X8 = X8(t) - X8(t-l)'
X9 = Wheat yield per hectare,

X10 = X?Ct) - X9(t-l)'
XII = TMO wheat stocks (tons),
X12 = TMO wheat purchases (tons),
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XI3 = XII(t) - XII(t-l)'
X14 = X12(t) - X12(t-l)'
XI5 = X7 - X12,
X16 = Xl1/XI2.
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CHAPTER 7

The Effects ofGovernment Policy on
Income Distribution: A Case Study of

Wheat Production in Turkey
Since World War II

Charles K. Mann

Introduction

Under the joint leadership of Bogazici and Princeton Universities, a large
number of social scientists collaborated in the comprehensive study reported
in this book. A number of chapters focus on various aspects. of Turkish
government policy and income distribution in the agricultural sector. As a
part of this effort, in this chapter we shall take wheat production as a case
study. We shall trace over the whole production cycle the various ways i~

which government's policies and actions impinge on the wheat producer and
how each policy affects the distribution of income. We shall attempt to define
the impact of each of these effects upon the distribution of income. The
period studied is from the post-World War II period, when nearly all Turkish
wheat farming was done with traditional systems, to 1975, by which time a
major transformation of wheat production practices had taken place. We
shall conclude the study with an attempt to foresee what the continuation of
current trends portends for income distribution in this sector in the future.
There are some suggestions on possible policy measures which could reduce
the clear trend toward a greater concentration of the sector's income distri
bution.

An Overview of Turkish Wheat Production: 1946-1975

By the end of World War II, except for the large state farms, wheat
farming in Turkey probably had changed little since the days of the Hittites.
Fields were tilled by horses or oxen, seed was hand-broadcast, and there was
virtually no fertilizer use on wheat. In all the country, by 1947 there were

\only 1556 tractors. In a few short years, however, this situation was to
,
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change dramatically as, under the U.S. Marshall Plan, nearly 40,000 trac
tors were imported. With them came steel plows, disk harrows, grain drills,
and combines. Grain elevators were built to handle the expected wheat
exports.

While wheat yields did not show the dramatic gains foreseen, with the new
cheap power the tractor provided, tremendous areas of pasture and common
grazing land were brought under the plow. From about 4 million hectares
sown to wheat in 1947, by 1955 the total sown had increased by 70 percent
to 7 million hectares. Three-quarters of this increase occurred on the Anato
lian plateau, particularly the central area, which received relatively more of
the tractors than did the rest of Anatolia.

Although a tremendous amount of machinery was injected into the system
in the early 1950s, yield levels remained remarkably stagnant in the face of
such mechanization. As it had for centuries, weather continued to be the
dominant determinant of wheat yields. After the initial burst of mechaniza
tion in the early 1950s, there were no major changes in the structure of
production until the mid-1960s, when fertilizer and, in the coastal areas, new
varieties began to make a measurable impact on wheat production. While the
five-year national average wheat yield remained at about 1.1 tons per hectare
for the period 1951-1965, by 1966-197.0 it had moved up to 1.2 tons. In the
early 1970s improved practices and, most importantly, chemical herbicides
began to add a contribution to that of fertilizer. By 1971-1975, the five-year
yield average reached 1.4 tons per hectare. Changes by region are shown in
Figure 7.1.

Looking over the period as a whole, there are two major structural shifts in
wheat production. The first is the rapid expansion ofthe area sown, due to the
widespread introduction of the tractor-basically an area response to a
mechanical technology. The second shift, starting about 15 years later, is the
increase in yields from new chemical and biological technology. This ap
peared first in the coastal areas, later in Thrace, and more recently in central
Anatolia. To a large extent, an understanding of how the distribution of
income from wheat has changed requires an understanding of the effects and
the distribution of these technological innovations.

The Impact of the Tractor

Benefits ofTractor Ownership

As noted earlier, one major effect of the introduction of the tractor was to
permit a rapid increase in the amount of land plowed. It seems likely that
much of this newly plowed land was in effect appropriated to the use of the
new tractor owners from whatever use it had been previously in: common
land, pastureland, state land. Thus, for some of the new owners one effect of
obtaining a tractor was to permit them to expand the amount of land they
cultivated by giving them the means to convert to private use land previously
held either for public or communal use.
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FIGURE 7.1.
Changes in wheat yields by region: 1947-1975 (plotted as 5-year averages)
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Some idea of the area where this process was concentrated can be
obtained from Table 7.1. This table shows the distribution of land in cereals
by region in selected years. The last two lines of the table show the
distribution by region of the increase in land sown to cereals. Of the new land
opened, 26 percent was in the north central region, 29 percent in the south
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TABLE 7.1 g
I::l

Regional Distribution ofCereal A rea. (selected years) (000 hectaresya ~
~

Total Aegean Med. N. Central S. Central Marmara S. East E. Central N. East B. Sea Thrace ~

Area ~
1947 7,631 899 597 1626 1389 263 490 893 439 684 350

;::t
;::t

1955 12,079 1078 866 2791 2677 328 1093 956 649 1000 642
1963 13,017 1131 1048 2780 2915 352 1257 1190 574 1054 711
1971 13,325 1178 1152 2811 3007 345 1419 1069 716 1062 567
1975 13,609 1216 1271 2804 2878 365 1609 1072 713 1033 643

Percent Distribution
1947 100 12.0 7.8 21 18 3.4 6.4 12.0 5.7 9.0 4.6
1955 100 8.9 7.1 23 22 2.7 9.0 7~9 5.4 5.7 5.3
1963 100 8.7 8.1 21 22 2.7 9.6 9.1 4.4 8.1 5.5
1971 100 8.8 8.6 21 23 2.6 11 8.0 5.4 8.0 4.3
1975 100 8.9 9.3 21 21 2.7 12 7.9 5.2 7.6 4.7

1955 over 1947 4,448 179 269 1165 1288 65 603 63 2!0 316 292
Percent of increase 100 4.0 6.0 26 29 1.5 13.6 1.4 4.7 7.1 6.6

by region

Source: State Institute of Statistics, Summary ofAgricultural Statistics, various years.
aOne hectare equals 2.47 acres. There are 10 decares in 1 hectare.
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central, and 14 percent in the southeast. The effect on income distribution of
these events is a function of how this land was used before it was put under
the plow. If much of it was common pasture, there was a substantial shift in
the benefits of its use from those whose animals previously had grazed it to
those relatively few farmers in any given community who obtained tractors.
In other words, anyone previously using the grazing land who was denied its
use after its being plowed up suffered an income loss. Conversely, those with
tractors who formerly shared grazing rights to this land were able to appro
priate exclusively to their use all its benefits.

Ankara University's 1952 survey of mechanization in Turkey gives some
insight into the previous uses of the newly cultivated lands. l Muhtars (village
headmen) of 448 sampled villages were asked to name the source of newly
cultivated areas in their village. While no area estimates were made, in about
half of the cases pastures were cited as the source, as shown in Table 7.2.
Therefore there would seem to have been a substantial shift in benefits from
those previously grazing livestock on these pastures to those plowing and
sowing them to crops.2

Another aspect of the introduction of tractors was the relative shift which
began to occur in the roles of landowners and tenant farmers. Historically,
the large landowner occupied the focal point of power in rural society.
However, ownership of a tractor conferred great power. In an era where
tractors were in short supply, tractor services were in high demand. Land
owners without tractors would seek either to rent tractor services or to obtain
them in return for a share of the crop. By the same token, tractor owners with
any spare tractor capacity could be expected to seek such arrangements so as
to use their machines to full capacity.

As tractor owners controlled a scarce resource, it seems likely that they
could command a large share of the benefits resulting from mechanization.
Gradually it appears that many tractor owners began to take on some aspects

TABLE 7.2
Sources 0/New Areas Brought Under Cultivation (numbers o/villages)

No. 0/ Unused Brush- Swamp-
Regions Villages Pastures Fields Forests land land

Central Anatolia 86 60 33
Mediterranean 92 29 32 13 24 1
Aegean 106 60 50 24 30 4
Marmara 68 39 46 12 4
Southeast Anatolia 68 25 39 2
Black Sea 28 10 8 3 8

Total 448 223 208 42 68 5

Source: Faculty of Political Science, Economic and Social Aspects 0/ Farm
Mechanization in Turkey (Ankara: University of Ankara, 1953), p. 29.
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of the role of patron once exclusively belonging to the large landowner. The
small landowners found themselves in a client relationship with the tractor
owners. These tractor owners with excess tractor capacity became "ortak
cis," literally partners. While this is usually translated as sharecropper, the
sense of it is vastly different from the traditional sharecropper who was more
like a laborer paid in kind. In this case, management of the crop is by the
tractor owner, not by the landowner.3

These ortakcis would seek extra land to cultivate on a share basis to use
their tractor capacity more fully. While arrangements varied, they would put
up all tractor services, normally the management input, and give the land
owner half of the crop. While the landowner received something resembling
rent in kind, the effective management control of his land atrophied. For
example, in one village included in a recent survey by Somel and Mann,4
there were 40 "farmers," that is, landowners, but only 5 tractor owners. The
5 tractor owners actually farmed nearly all the village wheat land either on an
ortakci or rental basis. For the most part, they decided when to till, how
often, what variety to plant, fertilizer rates, etc. Most of the "farmers" had
little idea of the cultural practices in use on their fields. They had become, in
effect, rentiers. It was the tractor owners who were the village elite, not the
large landowners. (Of course, it is often the case that major landowners and
tractor owners are one and the same, but this is not always so.)

Another incident which came up in the same survey provides some insight
into the power conveyed by tractor ownership. A farmer plowing with oxen in
a village with many tractors was asked if it were not possible for him to rent a
tractor to do his first plowing. The tractor owners would not do a single
operation for him, he said, for they wanted to force him to give out his land
"ortak," with the tractor owner doing all operations on it in return for half of
the crop. A simple calculation showed that this arrangement was far more
profitable for them than the rent they could obtain from doing single opera
tions. Thus at least in some areas there seems to be pressure to force non
tractor-owning landowners toward this ortak situation or, even more advan
tageous to the tractor owner, a land rental arrangement where all marginal
yield increases from improved technology will accrue to the tractor owner.
Later in the chapter are some illustrative calculations which demonstrate this
point (see Table 7.7).

While evidence is somewhat sketchy, there are some indications that,
even though national average yields remained stagnant during the Marshall
Plan mechanization period, yields on tractorized operations increased. The
Ankara University 1952 survey of mechanized farms found that 73 percent
of the farms reported a rise in yield with mechanization, 24 percent no
change, and 3 percent a decline. The wheat yield figures given by the farmers
with and without mechanization are given in Table 7.3 (regional averages).
However, as the authors noted, not all this increase was the result of the
introduction of the tractor alone:
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TABLE 7.3

Wheat Yields in Mechanized and Nonmechanized
Farming as Estimated by Farmers (kilos per donum)a

Yield in Yield in
Nonmechanized Mechanized

Region Agriculture Agriculture Increase

Central Anatolia 128 175 47
Mediterranean 128 156 28
Aegean 147 175 28
Marmara 109 148 39
Southeast Anatolia 111 148 37
Black Sea 145 190 45

Average 129 163 34

Source: Faculty of Political Science, Economic and Social Aspects of Farm
Mechanization in Turkey (Ankara: University of Ankara, 1953), p. 64.

aDonum, as used in this survey, equals 1 decare.

Substantial increases in yields were reported since mechanization began. The
exact share of the increase that can be attributed to machinery is unknown,
however, because other changes such as the use ofbetter seed, fertilization, pest
control and the like, also operated to improve yields during the period. These
probably affected yield estimates even though questions referred to the effects
of mechanization. Some part of the increase in yields can be attributed to
machines, through better preparation of seed beds, planting seed at proper
depths, timeliness of operations, better care of fallow land, and the like. S

Further to the authors' caveat, with the benefit of hindsight, it also seems
possible that at least some of the increase the farmers attributed to mechani
zation actually may have been due in part to the unusually good weather
conditions of the early 1950s. Using regression analysis, it is possible to
estimate the role which weather factors play in the annual variation of wheat
yields. (For details of this analysis, see Ma,nn.6

) Figure 7.2 shows in
kilograms per hectare the combined effect of selected weather factors in
displacing wheat yields from what they would have been under average
weather conditions. A weather effect on yield within ±50 kilograms per
hectare is considered to be an average year, one of ± 51-150 kilograms per
hectare a moderately good/bad year, and one over ± 151 kilograms per
hectare a very good/bad year. The horizontal lines above and below the zero
line indicate these limits.

For the 30-year period 1948-1975, 3 years were very bad, 8 were
moderately bad, 8 average, 7 moderately good, and 4 very good. Two of the 4
very good years of the whole 30-year period came back to back in 1952 and
1953, following the moderately good year of 1951. In contrast, 1947 and
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1949 were very bad years and 1950 moderately bad. Therefore it is possible
that much of the yield increase the farmers attributed to mechanization
actually was due to the exceptionally favorable weather coming just as
tractors were introduced. In 1954, Turkey's national yield plunged from the
1951-1953 average of 1205 kilograms per hectare to 765 kilograms per
hectare. Had the survey been taken in 1954, the farmer's judgment of the
effect of mechanization on yield might have been substantially different.
Nevertheless, the introduction qf the tractor probably did facilitate at least
some yield increase, if not as much as it seemed at the time.

In addition to some productivity increase, as noted earlier, the tractor also
fostered the expansion of the production enterprise, both by the plowing of
common land and by permitting advantageous ortak and rental arrangements.
Again, the 1952 survey gives an insight into this expansion of the effective
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TABLE 7.4

Size ofFarm Operated and Area Owned (donums per farm)

Central Anatolia Mediterranean Aegean

Area Area Area Area Area Area
Year Owned Operated Owned Operated Owned Operated

1948 796 871 686 786 396 381
1949 798 894 684 827 397 390
1950 806 929 696 900 404 433
1951 830 1046 709 970 411 472
1952 857 1247 715 972 409 488

Marmara SoutheastAnatolia B'lack Sea Average

Area Area Area Area Area Area Area Area
Owned Operated Owned Operated Owned Operated Owned Operated

506 504 4504 4204 278 258 833 848
508 574 4615 4107 278 260 841 875
520 560 4713 4585 279 265 856 944
535 593 4726 5150 288 276 868 1011
540 626 4817 5463 288 285 880 1113

Source: Faculty of Political Science, Economic and Social Aspects of Farm
Mechanization in Turkey (Ankara: University of Ankara, 1953), p. 74.

size of the farm enterprise with the coming ofthe tractor. Table 7.4 shows for
the period 1948-1952 the size of the farm operated and the amount of land
owned. The authors noted the following: "In general, the area cultivated
expanded much more than the area owned. Ten~ncy or sharecropping was
the principal way in which mechanized farmers added to the size of their
operation."7 For example, in central Anatolia the average area owned
expanded from 1948 to 1952 by only 8 percent, while the area operated
expanded by 43 percent. Put another way, from 1948 to 1952 the average
mechanized farm in the survey had expanded its operation by 376 donums, of
which only 61 (16 percent) were added by purchase, most of the rest
apparently representing ortakci, rental, or other arrangements.8

Before the advent of the tractor, the size distribution of landownership was
quite representative of the size distribution of farms. However, beginning in
the early 1950s, the size distribution of farms began to differ substantially
from the size distribution of landownership. Moreover, it seems likely that
much of the land taken in as ortak by the large mechanized farms probably
was given out by smaller holdings, making the number of functioning wheat
farms substantially fewer than landownership patterns would suggest. (On
this point, see also p. 233.)
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While most of the expansion of the large farm enterprises came about
through ortak or other. nonpurchase land use arrangements, there was also
some expansion by land purchase. The university's survey gives some insight
into the previous status of these newly acquired lands.9 As can be seen from
Table 7.5, roughly two-thirds of the newly purchased land had been already
under cultivation. As shown in Table 7.6, about a third of the cultivated land
purchased was formerly farmed by a tenant or sharecropper who presumably
was displaced when the mechanized farmer purchased the land. Moreover, it
seems likely that, of the land formerly cultivated by the owner, much was
probably in smaller units than the mechanized purchasing unit.

From the evidence available, it seems clear that farmers obtaining tractors
tended to enlarge the size of their farm operation, if not their landownership
per se. Moreover, as noted, there is some evidence to suggest that they may

TABLE 7.5
Previous Use ofthe Land Purchased by Farmers (percentages)

Region

Central Anatolia
Mediterranean
Aegean
Marmara
Southeast Anatolia
Black Sea
Average

Wholly in
Cultivation

55
70
70
56
67
79
64

Partly in
Cultivation

5
13
13
22
26
14
13

Unused
Land

40
17
17
22
7
7

23

Source: Faculty of Political Science, Economic and Social Aspects of Farm
Mechanization in Turkey (Ankara: University of Ankara, 1953), p. 75.

TABLE 7.6
Persons Formerly Cultivating the Land Which Was Wholly or

Partly in Cultivation Before Purchase (percentages ofland)

By By By
Region Owner Tenant Sharecropper

Central Anatolia 69 23 8
Mediterranean 67 17 16
Aegean 15 52 33
Marmara 55 42 3
Southeast Anatolia 57 14 29
Black Sea 64 7 29
Average 64 24 12

Source: Faculty of Political Science, Economic and Social Aspects of Farm
Mechanization in Turkey (Ankara: University of Ankara, 1953), p. 75.
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have benefited from yield increases as well. The net effect of both factors was
probably a substantial shift in the distribution of benefits from wheat produc
tion toward those farms obtaining tractors.

An interesting aspect of the role of tractor ownership is the redistribution
of net revenues between landowner and tractor-owning sharecropper, which
occurs under the ortakci system, as technical change raises yields per
hectare. This redistribution sets up some dynamic pressures that tend to ease
non-tractor-owning farmers out of an active role in wheat cultivation. To
illustrate this point, Table 7.7 separates technology into low, medium, and
high input sets, with an estimated dry-land wheat yield matched to each level
of technology (kg/da = kilograms per decare). (The technology itself is
described in pp. 210--222.) The costs of production are assigned to either the
landowner or the ortakci, in accordance with the most common practice
found in the Somel/Mann Ankara survey. For comparison, the case is also
shown where the farm hires tractor services on a straight rental basis. lO In the
case of the farmer renting tractor services, all returns to land and "profit"
accrue to the farmer. (In all cases, rental charges are used to represent the
cost of the various operations such as plowing, tilling, etc. Since tractor
owners can be found performing these operations at these rates, the presump
tion is that rental charges more or less cover the full cost of tractor services.)

In Table 7.7, the rental income for the tractor owner is represented in line
a. The profit shown in line f in the tractor-owner columns represents the
"premium" that the ortak arrangement gives him over a straight rental. Even
under a low-technology system, this premium is larger than the rental charge
itself and in all cases is additive to the rental amount shown in line a, which
also goes to the tractor owner to cover the tractor cost itself.

As higher-yielding technology is employed, the profit going to the ortakci
over and above a normal rental rises rapidly. At a yield level of 250
kilograms per decare, his profit is four times what it was with the low
technology yielding 100 kilograms per decare. It is three times larger than
what he would receive for a straight rental. As the technology improves, the
motivation increases for the tractor owner, with spare capacity, to become an
ortakci rather than renting his tractor out for cash. Under these circum
stances, it would seem likely that a farmer without a tractor would have an
increasingly difficult time finding rental services. More and more tractor
owners doing "custom work" would be likely to insist on an ortakci arrange
ment where they could share in the benefit of the improved technology. This
represents, in effect, the landowner turning over the whole wheat farming
operation to the ortakci and collecting his landowner's share of the revenue
but in fact leaving an active farming role.

Under these circumstances, the more abundant tractors are, the less
monopoly power the tractor owner enjoys to impose an ortakci arrangement.
If tractors are abundant, tractor owners wishing to do custom services may
not be able to find ortakci arrangements, even though they would prefer them.
In competing for buyers for their tractor services, they may have to settle for
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~ TABLE 7.7
Tractor Rental vs. Crop-Share Systems; Comparison ofReturns
to Landowner and Tractor Owner Under Different Yield Levels

Low Technology, Medium Technology, High Technology,
Yield = 100kg/da Yield = 150 kg/da Yield = 200 kg/da Yield = 250 kg/da

Rent Ortak Rent Ortak Rent Ortak Rent Ortak
Tractor, System Tractor, System Tractor, System Tractor, System

Land- Land- Tractor Land- Land- Tractor Land- Land- Tractor Land- Land- Tractor
owner owner Owner owner owner Owner owner owner Owner owner owner Owner

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

Costsa

a. Cultivationb 31 31 36 36 50 50 50 50
+ seeding

b. Seedc 50 25 25 59 30 30 51 25 25 51 25 25
c. Fertilizer + 49 25 25 84 42 42 84 42 42

weed control
d. Harvest, 33 3 30 40 7 33 47 8 39 47 8 39

trans., intod

e. Total costs 114 28 86 184 62 124 231 75 156 231 75 156
Revenue 250 125 125 375 188 188 500 250 250 625 313 313

-- -- -- -- -- -- -- -- -- -- -- --

f. Profit + return 136 97 39 191 126 64 269 175 94 394 238 157
to land

acosts based on "farmer demonstrations." 11

bRental charges made for tillage, etc., considered to be equal to the full cost ofthe operation.

cParmers own seed at market rate of2.50 TL/kg-certified seed 3.0 TL/kg.

dlnterest on a + b + c at 12% per year.
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renting out their tractors. However, as the illustration shows, the higher the
input/productivity level, the greater the tractor owner's incentive to move
toward the crop share arrangement. One would expect that, under such
circumstances, the higher the technology level, the more ortakcis one would
find, unless there is such an abundance of tractors that they must settle for a
straight rental. In that case, the full benefit of the modern technology would
accrue to the landowner, as shown in column 10 in Table 7.7.

Ironically, even the nontractor owner stands to gain from a relative
abundance of tractors. The person who may be squeezed as tractor owner
ship expands is the tractor owner with only a small farm who, under these
circumstances, may have problems in finding an off-farm demand for the
services of his tractor. This situation is highlighted in a village case study by
Sadi Duman. In four out of five villages the number of tractors had actually
fallen over the five years preceding his study. This decline was especially
great in village A where the number dropped from 38 to 20. In explaining this
decline, he observes the following: "Being the first tractor owners the people
from village A got a large amount of land in village V and Y as share
croppers or by 'rehin' system (Le., land used in return for credit given
without interest). But as the yield of newly cultivated land has decreased and
the competition of the outsiders (Le., tractor owners from Yerkoy, Ankara)
started as share cropper or as 'rehin' (pledged land) taker, the former share
croppers found themselves in a difficult position, burdened with their debt."12

Distribution ofTractors

When tractors came in under the Marshall Plan, most farmer purchases of
these tractors were financed by credits through the Agricultural Bank.
Therefore it is not surprising to find that there is a close association between
the distribution of agricultural credit and the distribution oftractors.13 Parti
cularly in those early days, who got the tractors was largely a matter of who
was able to qualify for the credits. Being over 25 years ago it is difficult now
to find precise information on how this credit was allocated. However,
interviews with knowledgeable sources suggest that during that period a
farmer had to have 600 decares to qualify for tractor credit. Probably he had
to have a title deed for the land. This meant that only the largest farms were
eligible for tractor purchase. This presumption is consistent with the fact that
in the 1952 V.A. survey (covering only farms with tractors) the average
amount of land owned was over 800 decares per farm. To put this in
perspective, fewer than 2 percent of the farms in Turkey are over 500
decares.

Over time, the collateral requirements have been relaxed. From 600
decares the limit was lowered to 400 and later to 300, which is the present
minimum size limit for dry-land cereal farms to obtain tractor credit. How
ever, to broaden the possibilities of tractor ownership, now the farmer does
not have to own all of the 300 decares but merely must be operating 300
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decares. If he can demonstrate that he has the right to cultivate 300 decares
for five years, he can qualify, although some landownership is necessary as
collateral. Interestingly, this provision would seem to encourage the kind of
entrepreneurial tractor owner described in the previous section. It represents
an important incentive for medium-sized farmers to seek contracts to till the
cereal land of non-tractor-owning and presumably smaller farmers.

As might be expected, there are marked regional differences in the
distribution of tractors. To some extent this is due to differences in the agro
climatic conditions and consequent difference in cropping patterns. How
ever, even if one looks only at areas where dry-land wheat represents the
major crop, substantial regional differences are apparent.

Table 7.8 shows for selected years the total cereal area sown per tractor
for areas where wheat is the major crop. For reference, the State Institute of
Statistics estimates that one tractor should be able to cultivate roughly 75
hectares per year. (Although the State Institute of Statistics does not calcu
late it in such a manner, it would seem that with a fallow/wheat system one
tractor should be able to handle a 150-hectare farm, as only 75 hectares are
cultivated in anyone year.)

TABLE 7.8
Ratio ofCereal Area Sown Per Tractor,

Dry-Land Wheat Areas (hectares, selected years)

Year N. Central S. Central
Region

E. Central N. East ThraceS. East

1947 397 511 590 542 1161 132
1955 397 472 863 460 790 146
1963 139 225 319 127 314 46
1975 68 110 177 65 129 25

It is interesting to note that because of the new lands opened with the
influx of tractors under the Marshall Plan, the ratio of cereal areas sown per
tractor stayed the same in the central plateau and actually became greater in
the southeast. Right up to 1975, the southeast remained relatively the least
mechanized part of the country. The disparities between regions remain
pronounced, with the amount of land per tractor in the southeast region being
seven times greater than in Thrace and about three times greater than in the
north central region.

High-Yielding Wheat Varieties (HYVs)

While national wheat production was rising impressively through the
1950s and 1960s, as noted, most of this increase came from the expansion of
area related to the widespread introduction of the tractor. This basically was
a production response to an improved mechanical technology which per
mitted the opening of new lands to wheat cultivation. While the tractor may
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have provided some productivity gain, on a national basis wheat yields
remained virtually stagnant. It remained for the introduction of chemical and
biological technologies to produce a substantial national yield improvement.

While the expanding use of fertilizers in the early 1960s began to make an
impact on yields (see p. 213), perhaps even more important was the introduc
tion in 1967 of improved varieties capable of responding to high levels of
fertilizer use. It was these varieties, combined with increasingly available
fertilizer and herbicides, that led to the impressive gains which have char
acterized Turkish wheat production in the past ten years.

To explore the impact of these changes in technology on the distribution of
income, it is necessary first to digress slightly to discuss what it is about the
new varieties which makes them "improved."

Figure 7.3 shows the fertilizer response of three winter wheat varieties to
nitrogen fertilizer. The vertical scale shows yield and the horizontal scale

FIGURE 7.3.
Effect ofnitrogen on yields ofBolal, Bezostaya and

and 220/39 winter wheat varieties
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Research; Wheat Research and Training Project, 1974-75
Work Report, Ankara, 1975, p. 34.
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nitrogen (N) in kilograms per hectare. The traditional variety, 220/39, shows
a very low response to the application of N. With zero N, Bezostaya, a
Russian variety, yields virtually the same as the traditional variety. However,
it re'sponds much more strongly to N. Bolal, an HYV bred in Turkey,
provides a higher yield than the other two at all levels of N. It is this
complementary seed/fertilizer interaction which underlies the "green revolu
tion." In addition to the fertilizer responsiveness of the new varieties, they
also have been bred specifically for resistance to a variety of diseases,
according to local conditions. This disease resistance further improves yield
by reducing disease losses.

It is important to understand that achieving the fertilizer response shown
in Figure 7.3 depends on the presence of adequate soil moisture so that the
water-soluble nutrient is available to the plant in a usable form. Under dry
soil conditions the fertilizer response shown in the figure would not occur.
This means that the full yield potential of the new varieties can only be
expressed where there is adequate soil moisture. In nonirrigated, low-rainfall
areas, full yield potential can only be achieved by careful conservation of
moisture through such techniques as summer fallowing, which permits rain
fall to accumulate in the soil over two seasons.

In addition to the above consideration, it is also important in the case of
Turkey to appreciate the fact that the famous Mexican wheat varieties which
gave the most spectacular yield increases are spring wheats. This means that
they do not require a frost period to "vernalize" them before they can flower;
on the contrary, they cannot tolerate cold winters. Thus their spread in
Turkey was limited to the spring wheat areas of the Aegean, Mediterranean,
and South Marmara coasts and parts of the southeast.

First introduced with a dynamic campaign in 1967, these improved
Mexican spring wheats spread rapidly. According to a survey commissioned
by CIMMYT (International Center for the Improvement of Com and Wheat,
EI Batan, Mexico), by 1972 these improved varieties in the Mediterranean
region covered 97 percent of the area sown to bread wheat, in the Aegean
region 35 percent, and in the South Marmara region 40 percent.14

Even though it is a winter wheat area, impressive changes were also taking
place in Thrace with the rapid spread of the variety Bezostaya, the high
yielding Russian variety. In Thrace annual rainfall averages 599 millimeters
(mm) (Edirne, 40-year average) compared to Ankara's far more arid 367
mm. In Thrace, with prevailing fallow practices, there is ample moisture
available to realize the fertilizer-water-variety interaction portrayed in Figure
7.3. Here also the new variety spread rapidly, by 1972 covering 79 percent of
the area. Even though 1972 was a poor climatic year for wheat production in
Turkey, yields in Thrace were nearly double the 1966-1968 average yield.

On the Anatolian plateau available soil moisture is the overriding factor
limiting production. As noted, w~thout moisture the effect of fertilizer
particularly nitrogen-is limited. Without both moisture and fertilizer to
gether, improved varieties cannot express. their yield potential. Therefore,
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until improved tillage practices and chemical weed control in Anatolia made
possible better moisture conservation, there was no dramatic spread of new
varieties comparable to that seen in Thrace and the coastal areas. In contrast
to the high percentage of land ~nder HYVs in the coastal areas, only 11
percent of the land was under HYVs in central Anatolia in 1972,15

The ability to realize the potential of the new varieties in Anatolia
depended on the adoption of a complementary set of practices more complex
than that necessary for the new varieties in the coastal areas and Thrace.
There, under more favorable agro-climatic conditions, improved seed and
fertilizer alone gave substantial yield increases, although a more complete
improved cultural package was desirable.

In the coastal areas and Thrace, the Aktan/Demir CIMMYT study
suggests that the suitability of the agro-climatic conditions to the new seeds
had a greater impact on the extent of their spread than did such variables as
size of farm. For the most part, there is no evidence that the seed distribution
system per se favored the larger farms. (However, it is true that, because
many of the larger farms happen to be located in the most favorable agro
climatic zones, there was a tendency for the area with the largest farms to be
also the area with the highest adoption rates.)

On the plateau, the present rates of adoption of HYVs are still so low that
it is hard to draw any conclusions as to whether their use has tended to favor
larger farms. As noted above, there are technological preconditions for the
effective use of HYVs: good moisture conservation, herbicide use, fertilizer.
Thus the pattern of adoption on the plateau seems to be more a serial one
where use of HYVs comes relatively late in a progression of steps whereby
successive elements of the technological package are adopted, either one by
one or, in some cases, in clusters of related practices.16 Thus, in assessing the
effect on income distribution of improved technology on the plateau, one
needs to examine, by size of farm, the adoption of a series of practices, one of
the last of which is improved variety. However, in the coastal region and
Thrace, the change to new varieties was of great importance. Due to their
greater fertilizer responsiveness, these high-yielding wheats caused a major
shift in the spatial distribution of fertilizer demand-and, correspondingly, a
shift in the distribution of the benefits accruing to the users of that input.

Fertilizer

From the previous discussion of seed, it is evident that the introduction of
fertilizer alone could not effect a major change in wheat yields in the absence
ofvarieties which could respond to increases in this input. Nonetheless, given
the introduction of these varieties, it is possible, using aggregate Turkish
national data, to demonstrate a close association between yield increases and
increased fertilizer use. Analyzing the period 1946-1975, variations in
selected weather variables and in fertilizer levels can account for 75 percent
of the annual variation in yields. I7 Given the yield increase related to
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fertilizer use, the question arises as to how the benefits of this productivity
have been distributed, both as to sizes of farm and regionally.

Looking at aggregated data from the 1972 CIMMYT/Aktan study by
nationally uniform farm size category, there appears to be no appreciable
difference in the use of fertilizer by size of farm. Ifone looked no further, one
might conclude that there was no tendency of increased fertilizer use to shift
the distribution of benefits from one size group to another. However, analy
zing fertilizer use on a regional basis brings to light some interesting points.
According to the same 1972 survey data, in the southeast-an area with
many relatively large dry-land farms-there was little fertilizer used on
wheat. However, in the coastal regions and Thrace, there is an association of
higher fertilizer use with larger farms. IS What appears to generate the similar
average fertilizer use on all size groups of farms is the fact that higher
fertilizer use on the larger coastal farms is offset by the nonuse of fertilizer on
the larger dry-land farms in other areas, particularly the southeast where a
larger percentage of the farms fall into the large category.

When one examines in the coastal area the relationship between size and
fertilizer use, a further significant fmding appears. This relationship between
size and fertilizer use appears to be a reflection of an association between
fertilizer and high-yielding, fertilizer-responsive wheat varieties (HYV), not
farm size per se. In his analysis, Demir notes the following:

The most arresting result is that for HYV's the relationship between
fertilizer use and farm size is sharply reduced when variety grown is
considered. Much of the difference in fertilizer use on small and large fanus
appears to be related to the more widespread use of HYV's on the larger fanus.
Only in Mediterranean Region is the size/fertilizer relationship maintained. For
local varieties,however, the size/fertilizer relationship is maintained in each of
the five sub-regions in which appreciable quantities of local wheats are found. 19

This finding leads to an extremely important consideration in the analysis
of changes in distribution of income in the wheat production sector. This
consideration is the relationship between agro-climatic region and technol
ogy. Referring back to Figure 7.1, showing changes in yield by region, it is
clear that the rising national wheat yield masks a yield stagnation in several
areas, particularly the southeast. In this region, farm income has not bene
fited from the impact of technology as have other regions. Relatively, this
region has lost ground from a productivity point of view.

In contrast, productivity gains in the Mediterranean region and Thrace
have been spectacular. Fertilizer use has played an important role in these
yield increases, and this fact is mirrored in changes in the regional distribu
tion of fertilizer over the period 1963-1975. As shown in Figure 7.4, much of
the growth in fertilizer demand has occurred in the coastal areas and Thrace,
the areas suited to the early HYVs. Particularly revealing are data by crop,
which show the dramatic increase in the share of fertilizer going to wheat at
just the time of the rapid spread of the new varieties (Figure 7.5). In 1963
1966 the share of fertilizer applied to wheat was 26 percent, whereas in
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FIGURE 7.4.
Distribution offertilizer by region: 1963-1975
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Source: Unpublished data provided by Ministry of Food, Agriculture
and Animal Husbandry, General Directorate of Agricultural Affairs.

1967-1970 wheat's share of fertilizer rose to 46 percent. The relationship of
this increase in share to HYVs is confirmed by data available for 1971-1973
which shows the proportion of wheat area fertilized separately for HYV and
local varieties. Whereas 60 percent of the HYV area was fertilized, only 25
percent of the area in local varieties received fertilizer.

Looking further at the regional aspects of changes in fertilizer use, the
areas of stagnant yields are also areas of extremely low fertilizer use. This is
most apparent in the southeast which in 1975 accounted for only 4 percent of
total fertilizer, although it accounts for 12 percent of total cereal area sown.

In the absence of more field research aimed at explaining the low fertilizer
use of this region, the explanation must remain somewhat tentative. How
ever, it seems likely that the agro-climate may be a major factor. Table 7.9
presents selected meteorological data for the region along with comparative
data for several other regions. In the area along the Syrian border (Urfa
Akcakale), rainfall is low, temperatures (and evapotranspiration) high.
Moreover, rainfall can be extremely irregular, as represented by the high
ratio of maximum precipitation in a single day to annual rainfall (24 percent).
Under these low-moisture conditions, it is likely that in many years· there
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FIGURE 7.5.
Distribution offertilizer by crop: 1963-1975.
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may be insufficient moisture to support any yield response to fertilizer. The
risk of loss of the fertilizer investment would appear substantial.

Farther north ofthe Syrian border, rainfall becomes higher, with both Diyar
bakir and Mardin showing substantially greater amounts than Ankara. Here
there would seem to be greater potential for fertilizer to have a positive impact
on yields. However, to some extent the higher temperatures may raise the
evapotranspiration rate enough to diminish this apparent rainfall advantage.

For whatever reason, the risk of a poor yield appears relatively high in the
southeast. Table 7.10 presents selected data for the period 1947-1965. Over
this period, there was little use of fertilizer, high'yielding seed, or herbicides
on wheat in Turkey. Therefore most of the annual variation in yields over this
period is related mainly to weather variations. The southeast not only has the
lowest average yield for the period but among the highest degree of variabil
ity, as indicated by the high coefficient of variation. Moreover, yields in a
given year can drop precipitously as evidenced by the fact that in about one
year in four, average yields were below 800 kilograms per hectare (kg/ha).
This low average yield and high yield instability suggest agro-c1imatic
conditions.presenting relatively high risks for fertilizer investments.

Data collected in the CIMMYT/Aktan survey tend to confirm this high
risk environment related to weather conditions. Data were collected regard
ing the yield farmers expect on their best wheat fields under good, normal,
and bad weather conditions. Under bad conditions, no farmer surveyed in the





218 Charles K Mann

TABLE 7.10
By Region, A verage Yield, Coefficient ofVariation, Number ofYears

Yield Was Below 1000 kg/ha and Below 800 kg/ha: (1947-1965)

Region

S. Marmara
Mediterranean
Aegean
North central
South central
Thrace
East central
Southeast
Total Turkey

Average Coeff. No. Years No. Years
Yield Var. < 1000 kg/ha < 800 kg/ha

1288 13 0 0
1146 19 5 1
1137 15 3 1
1043 20 7 3
1001 26 10 4
1000 20 7 3
986 27 10 5
922 25 14 5

1021 17 7 3

southeast expected a yield over 50 kg!da, whereas in the central plateau area
20 percent expected over 100 kg!da.20

Another factor unrelated to climate but perhaps related to relatively low
fertilizer use in the southeast is its unique (for Turkey) combination of large
farms and relatively high tenancy rates. There are many absentee landlords
whose farms are tilled by poor tenant farmers. As is well documented in the
literature on land reform, this situation reduces the incentive for fertilizer use.
Thus the semifeudal structure characterizing at least some of the region may
also help account for the low rate of fertilizer use.

While the above discussion focuses on the southeast, the same sort of
"risky" agro-climatic argument could be made to explain the sluggish yield
improvement and relatively low fertilizer consumption in the important south
central region. Referring to Table 7.9, the annual rainfall in Konya is 324
mm, 43 mm less than Ankara. The highest recorded daily precipitation is
equal to 23 percent of the long-term annual average compared to 19 percent
for Ankara. Moreover, as shown in Table 7.10, in the period 1947-1965, the
coefficient of variation in yield is high.21

These data for the south central region suggest that agro-climatic factors
make fertilizer use in this area relatively risky, particularly before the
introduction of improved soil moisture conservation practices. Bringing the
benefits of yield-increasing technology to the drier regions of Anatolia
awaited further steps in the technology, steps oriented toward increasing soil
moisture so to permit the fertilizer-seed interactions that had benefited
Turkey's higher rainfall wheat growing regions. Foremost among these steps
was the use of herbicides and of improved tillage practices.

Herbicides
Benefits ofHerbicides

Particularly on the plateau, the role of herbicides in increasing yields has
been dramatic. Conservative estimates suggest that adding only herbicide use
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to otherwise traditional practices can increase yields by 24 percent or, if
applied in a timely fashion, by 48 percent. 22 This increase in yield is due
largely to the elimination ofthe competition ofweeds for soil moisture. Also,
without weed control, fertilizer use may only produce more luxuriant weed
growth rather than more wheat.

Distribution ofHerbicides

According to available analyses of nationally aggregated data from the
CIMMYT/Aktan survey, while there is some tendency toward more use of
herbicides on large farms, there is not a great difference by size class of farm.
The amount of land treated on farms below 51 da was 25 percent, on farms
51-150 da, 23 percent, and over 150 da, 36 percent. However, the earlier
observation about aggregated data masking regional differences by size class
offarm may apply also to herbicide use. Its use is very low in the southeast.23

Since this area has many large farms, the region's low herbicide use would
tend to lower the figure of the whole class of large farms. Thus when data
become available by size for each region, greater differences may appear in
herbicide use by size of farm than is apparent from currently available data.

It should be noted that, although tractor sprayer is the most common
means of herbicide application, a simple backpack sprayer can be used to
apply herbicide quite effectively. From casual observation, the use of this
backpack on small farms appears to be fairly widespread in the south
Marmara region. Interestingly, this area also has the highest percentage of
area treated.

Tillage Practices

Benefits ofImproved Tillage

As noted earlier, on the plateau the moisture conservation which can be
obtained with improved tillage practices has an important effect on yield
through the interaction of enhanced moisture levels with fertilizer and HYVs.
There is some experimental evidence to suggest that this difference can be as
large as 50 percent of the yield level. In Diyarbakir, for example, yields with
normal tillage were 137 kg/da, where yields with improved tillage but
otherwise the same inputs were 201 kg/da.24

Problems ofthe Small Farm in Using Improved Tillage

Whereas there appears to be no major barrier to small farm use of
herbicides and fertilizer, there are reasons to believe that improved tillage is
less accessible to small than to large farms. As indicated earlier, the numbers
of tractors in Turkey has been rising rapidly in recent years. It appears to be
increasingly easy even for nontractor owners to find tractor services, either
on a rental or an ortak basis. Therefore, many non-tractor-owning farmers
have their land worked by tractor.
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However, when it comes to early and more careful tillage, non-tractor
owning farmers are at a definite disadvantage. They report that while they
can find tractor services, often they cannot obtain them when they want them
and, moreover, that particularly rental services are performed in a sloppy and
careless fashion in an attempt to cover as many decares as possible in a
limited time. (Rental services are normally charged for on a per decare
basis.)

As to timeliness, one would expect a tractor owner to plow his own land
first and rent out his services afterward, if he had any unused tractor
capacity. Similarly, the ortakci obtains 100 percent of the product from his
own land and only 50 percent from the shared land-and still less from a
straight tractor rental. Thus he would have an incentive to do the ortak land
only after his own was completed and rent out his tractor only if he still had
any excess capacity after doing the ortak land. (For the economic returns of
each arrangement, see Table 7.7.) For these reasons, it would seem that the
owner of a small amount of land would be handicapped in implementing the
improved tillage practices, even though he might have no problems imple
menting the seed, fertilizer, and herbicide recommendations.

Whether for the above reasons or other reasons of land quality, access to
inputs, etc., there is evidence that yields of tractor-hiring farmers are signifi
cantly lower than yields of tractor-owning farmers. Wheat yields of animal
using farmers are still lower than either class of tractor users.25 Work is now
in progress examining what specific factors may account for this yield
difference.

As to the very low yields associated with animal power, in theory, there is
no reason why the improved practices could not be done with animal power
and give just as good results as with tractor-powered equipment, assuming
the time was correct and all recommendations followed. Indeed, casual
discussions with a few small farmers indicate that some believe it is better to
till with animals at the correct time than to wait for rented tractor tillage.
While in th~ory there may be no yield penalty for improved animal tillage, in
practice no official attention has been given to the design of suitable equip
ment. For example, one of the key implements is the sweep harrow. Despite
the fact that many people agree that one could be made to be drawn by horse
or oxen, none has yet been designed. There is such pressure on the govern
ment to increase tractor numbers and such a government commitment to
doing so that even to suggest experiments with an improved animal system is
to risk being branded as antimodernization.

The Rockefeller Foundation encouraged the establishment ofsome simple
experiments to see what results could be obtained from an improved animal
system iBcluding properly designed equipment. The hypothesis was that an
improved animal system could yield better results than a typical "unim
proved" tractor system ofthe sort widely used on the plateau. Not only could
such an experiment help. the animal-using farmer, but it would dramatize
the need to emphasize timing and implement design rather than simple
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substitution of power source within an otherwise traditional system. Un
fortunately, the needed governmental support to implement these experiments
never materialized.

Even if the small farmer owns a tractor, there is another respect in which
he may be at a disadvantage in adopting improved practices. The equipment
recommended-most notably the sweep harrow-is only made for a tractor
equipped with a hydraulic three-point hitch. A remarkable number of tractors
which came in under the Marshall Plan are still running and tend to be traded
downward through the second-hand market to less well-to-do farmers. With
out a three-point hitch these can only pull drawn equipment such as plows
and disk harrows. At the moment, there are no sweeps made for tractors
without the hydraulic hitch system. Moreover, as farmers with Marshall Plan
tractors hope eventually to get a three-point hitch tractor, they appear to be
reluctant to purchase a drawn sweep even were one available. There are
some small shops retrofitting Marshall Plan tractors with an external hydrau
lic pump and three-point hitch, but so far this development has not gone very
far.

The above observations deal with factors that may hinder the small farmer
from doing better tillage on the assumption that he wants to adopt such tillage
methods. In some cases, adoption of such methods in his village may lower
his income, even ifhe obtains greater wheat yields himself from the practices.
This possibility is related to the practice of grazing animals on the weedy
fallow in the spring. Recommended moisture-conserving practice calls for
turning under the weeds with early plowing. Thus the weeds that formerly
provided grazing for the village herds until late Mayor June are eliminated in
early April and this source of forage removed. In some villages with ample
pasture, such early tillage is no problem, for grazing alternatives to the fallow
exist. However, in villages with limited pasture, the fallow grazing is an
important component of the village economy.

If a large farmer decides that the resulting increased wheat yield more than
offsets the grazing loss to him, he may take up early tillage. This removes his
fallow from the common grazing area. If small farmers are relatively more
dependent on their sheep, this loss of grazing opportunity on village fallow
may affect them adversely. They may lose more in animal production than
they can gain from increased wheat production, even by plowing their own
fallow early.

To clarify this point, if all families had the same ratio of animals to owned
fallow, no such loss would occur. However, if the ratio of animals to owned
fallow is higher for small farmers (as seems possible), then they would suffer
a relative income loss if larger farmers began earlier plowing of the fallow
land where previously the village flocks were grazing. Moreover, a larger
farmer probably markets both wheat and animal products, so he would be
likely to respond to market signals, trading off animal numbers for more
wheat if that were financially more profitable. The subsistence farmer, on the
other hand, may suffer from an enforced drop in animal numbers due to
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reduced grazing. Because of lack of village animal product markets or high
prices, he may have limited possibilities to replace foregone animal products
with proceeds of the sale of increased wheat production.

Of course, it might be in some cases that it is the smaller farmer who
wishes to plow early to obtain the yield increases possible by doing so. In this
case, pressure from larger farmers with a large stake in fallow grazing rights
might prevent him from doing so.

Despite the above considerations, care must be taken not to overstate
possible adverse effects of early plowing, as in many villages the farmers do
not see it as a serious problem. The plowing of grazing land in the 1950s must
have had a much more drastic impact on the village livestock economy than
early plowing possibly could have.

The Role and Distribution of Credit

As a farmer moves from traditional wheat farming practices to an im
proved system, input costs rise substantially, even if one disregards purchase
of such lumpy items as tractor and implements on the grounds that he can
rent their services. The following approximate cost data illustrate the magni
tude of the financing required. In Table 7.11, the left-hand column represents
a relatively primitive system. Even in the primitive system, tractor rental
rates are used to estimate tillage costs. (Animal power would require less out
of-pocket expenses.) If seed were hand-sown by the farmer, there would be
no out-of-pocket seeding expense. As the saved seed could be sold, it is
valued at market prices. In fact, probably this class of farmer makes no out
of-pocket expenditures on seed. Neither fertilizer nor chemicals are used.
Total costs are 106 TL/da, of which at most about 80 TL requires financing.
If seed is saved and the crop hand-harvested, out-of-pocket costs may be as
low as 30 TL/da.

The costs of the improved system are shown in the right-hand column. In
contrast to the primitive system, nearly all inputs and services require out-of
pocket expenditures. Total costs (less land) are 190 TL/da, of which probab
ly 170 TL must be financed. Thus cash financing needs rise sharply as one
moves from a primitive to an improved production system. Furthermore, for
tillage, this calculation contemplates financing only custom (rental) costs.
Equipment purchase, of course, would increase sharply the financing needed.

To finance the increased costs, credit normally would be necessary. In
wheat production, until 1976, the Agricultural Bank provided virtually all of
the official agricultural credit. Indeed some inputs, such as high-yield certi
fied seed, are available only from the government via formal credit programs.

To obtain credit for fertilizer, seed, etc., the farmer must first go to the
extension service technician where a form is filled out showing the amount of
land he has, crops to be grown, etc. The technician then certifies that he is
entitled to such an amount of fertilizer, seed, etc. The farmer then takes his
form to the Agricultural Bank or the related credit cooperative. This agency
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TABLE 7.11
Cost ofProductiona: Traditional and Improved Wheat Production Practices

I. Tillage, etc.
First plowing
2nd cult.
3rd cult.
Sow seed
Apply herb.
Apply spring N

Subtotal

II. Materials
Seed (20 kg)
Diammonium phosphate (12 kg/da)
Ammonium nitrate (12 kg/da)
Herbicide (0.2 kg/da)

Subtotal

III. Harvest
Transportation
Interest (10% of I + II)

Subtotal

Total, less land

Traditional
Practices

15
10

6

31

50

50

15
2
8

25

106 TL

Full Input
Package

15
10
10
6
3
2

46

60
29
11
10

110

15
3
16

34

190

aSource of cost data: Charles K. Mann, "Farmer Demonstrations of Improved Dryland
Wheat Production System-Preliminary Report" (Ankara: Wheat Research and Training
Project), p. 17.

examines his credit worthiness and, if satisfactory, grants the credit, mostly
in kind. The farmer then takes his paper endorsed by the bank to the
Agricultural Supply Agency and picks up the authorized inputs.

It is evident that under this system the small farmer faces significant
hurdles. He first must get the needed papers from the extension service. To
obtain credit in most cases he needs a "tapu" or deed for his land to serve as
collateral. Probably less than half of the farmers have such a clear title to
their land. he also must have no unpaid debts at the bank. Perhaps in part
because of a history of politically motivated debt cancellation, many farmers
remain indebted to the bank. Also, application procedures are complex and
time consuming. On the bank's side, established larger borrowers require less
administrative time per unit of funds loaned. There is a built-in incentive to
favor larger borrowers.

While the above factors lead to a presumption that the bulk of the
Agricultural Bank's lending goes to the larger farms, relatively little work has
been done on analyzing the distribution of credit by farm size classes.
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However, there are data available on the size distribution of loans by the
Agricultural Bank. If it is the case (as seems likely) that small loans go to
small farms and large loans to large farms, it is possible to get some insight
into the distribution of Agricultural Bank lending. Table 7.12 presents an
analysis, cited by Kurdas,26 of Agricultural Bank loans. As shown in the
table, in the most recent years, about 3 percent of the loans accounted for
roughly a third of the credit volume. At the other end of the spectrum, small
loans made up 70 percent of the loan numbers yet represented only 18
percent of the total credit volume. Moreover, this total shows only the
distribution of farmers who actually receive credit from the Agricultural
Bank. It omits from consideration those receiving no credit at all.

Table 7.13 provides some insight into the access of various-sized farmers
to the Agricultural Bank credits based on the results of three small-scale
surveys cited by Kurdas.27 These surveys show, by size of enterprise, the
sources of credits as percentages of total borrowing.

In the Erzurum Plain, over half of the small enterprises reported persons
as the source of their borrowing, while the Agricultural Bank was the source
for over half of the large enterprises and almost 70 percent of the medium
sized enterprises. In Ankara Province, the reliance on persons was much
less, but still the large enterprises used the Agricultural Bank more extensive
ly. Denizli shows the same tendency, with over half the large enterprises
reporting the Agricultural Bank as their credit source, compared to about a
quarter of the small- and medium-sized enterprises.

The Government of Turkey's Wheat Production Programs

There have been various attempts by the government to integrate the
improved practices. and inputs into a production campaign for the farmers.

TABLE 7.12
Distribution ofAgricultural Bank Loans by Size

1951 1954 1957 1960 1963 .1966 1968 1970

Percentage of farmers obtaining credits under 1000 TL
and the percentage of total credits they receive

Percentageoffarmers 95.9 90.3 88.4 87.7 84.4 75.1 69.7 60.0
Percentage of credits 50.7 43.2 41.8 42.2 34.1 26.2 18.0 15.0

Percentage of farmers getting credits above 10,000 TL
and the percentage of credits they receive

Percentage offarmers 0.15 0.35 0.48 0.43 0.89 1.52 2.42 3.0
Percentage of credits 9.29 11.68 14.73 16.90 25.80 28.34 32.6 33.0

Source: Erhan Koksal, "Agricultural Credit in Turkey," Studies in Development,
Middle East Technical University, No.3 (Fall 1971): pp. 499-528.
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TABLE 7.13
Sources ofCredits (as percentages oftotal borrowing)

Small
Enterpn'ses

Medium-Sized
Enterprises

Big
Enterprises

In the Erzurum Plain

Agricultural Bank
Cooperatives
Persons

Agricultural Bank
Cooperatives
Persons

Agricultural Bank
Cooperatives
Merchants
Other persons
Other

41
2

57
100

In Ankara Province

63
24
13

100

In Denizli Province

28
25
28
18
1

100

69
3

28
100.

70
30

100

26
17
39
17
o

100a

57
5

38

100

80
20

100

56
16
14
14
o

100

aTotals do not add to 100 due to rounding.

Source: I. Aksoz, The Economic Condition ofAgricultural Enterprises in the
Erzurum Plain (Erzurum: Ataturk University, Faculty of Agriculture, Agricultural
Research Institute Publication, 1966). Hamdi Ozkan, Agricultural Structure of
Ankara Province, doctoral thesis, Ankara University (Ankara: Agricultural Bank of
Turkey Press, 1960). Ministry of Food, Agriculture and Animal Husbandry, General
Directorate of Planning, Research and Coordination, Socio-Economic Research on
the Agricultural Enterprises in Denizli Province, publication no. 19 (Ankara: Min
istry of Agriculture, 1967).

The first was the highly successful Mexican wheat campaign in the coastal
areas described earlier. As noted, a more complex package of practices,
centering around moisture conservation, was needed for the Anatolian pla
teau. Once the basic elements of the production technology had been agreed
upon, two programs were developed to extend these practic.~s to the farmers.
The Ministry of Agriculture developed a "Wheat Production Improvement
project" to be implemented in 20 major wheat provinces. The Soil and Water
Conservation Agency (TOPRAKSU) designed a program aimed specifically
at sloping erosion-prone land with slopes over 3 percent. This "stubble mulch
agricultural system," while emphasizing erosion control, also features an
improved wheat production package.
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The Ministry ofAgriculture's Wheat Production Improvement Project

While there were predecessor programs, the first major recent project by
the Ministry of Agriculture to raise wheat yields over a wide area began in the
production year 1972-1973.28 The project objective was to bring 4 million
hectares under project control by 1977, with 400,000 shifting out of wheat
and 600,000 remaining outside the project. The average yield within the
project area was to be raised from a base of around 1200 kg/ha before project
application to an average of 1610 kg/ha after project application.

During project reviews, it became apparent that the original goals were
unrealistic. Area targets were reduced but the quality of extension effort
stressed. A team of National Extension Wheat Specialists (NEWS Team)
was established with their efforts focused on a series of farmer demonstra
tions of the improved practices. Yields have increased considerably, as
shown in Table 7.14. It is noteworthy that the demonstration effect of this
program on neighboring farmers has also been substantial. In 1976, even
these "control" yields exceeded the original program's yield target.

TOPRAKSU Stubble Mulch Agricultural System

The system involves such important components as contour tillage and
seeding to reduce water runoff, a stubble mulch to help guard against erosion,
early tillage to reduce moisture loss due to weed growth, herbicides to control
moisture-consuming weeds in the crop, appropriate fertilizers, and fertilizer
responsive, improved crop varieties. In each demonstration field, the far
mer's practices are applied to one-half and TOPRAKSU's to the other. At
harvest time, with the villagers gathered together to watch, samples are cut
from both the farmer's half of the field and from TOPRAKSU's and
compared. Over four years, the program has included over 2000 farm
families and about 75,000 decares in 12 provinces. The four-year average
farmer yields on these hilly lands was 99 kg/da and TOPRAKSU yields 150
kg/da, an average increase of 51 percent.29

Ministry ofAgriculture's Contract Wheat Production Program

The program of greatest potential interest, from the point of view of
improving income distribution, is the new contract production program (first
year 1976-1977). Two earlier programs shaped its development: the con
tract wheat seed production program and the Sugar Corporation's contract
farming operations.

Since 1965, the State Production Farms have augmented their seed wheat
production capacity by contracting with neighboring farmers to produce seed
"to order" for them. Thus the State Production Farms have experience both
in large-scale wheat production themselves and in supervising produc
ion under farmer conditions. The Sugar Corporation's sugar beet contract



TABLE 7.14
Wheat Production Improvement Project

Area Area Project Surrounding
Controlled Per Yield Farmer Yields

Campaign Year County Villages Farmers (OOOda) Farmer (kg/da) (kg/da) % Increase

1972-1973 ~
~

19 provinces 134 2061 58,730 8734 149 138 102 35
("')

£;"

1973-1974 ~
c;)

19 provinces 121 1607 27,841 4108 148 125 101 24 0
-::

7 poppy provinces 49 592 25,855 999 40 140 113 24 ~

-- -- -- -- -- -- ~
Total 170 2199 52,696 5107 97 128 103 24 ~

~
;:s

1974-1975 .....

21 provinces 141 1931 36,824 5239 142 189 143 32 ~
7 poppy provinces 50 843 21,480 1025 48 191 153 25 ~.

-- -- -- -- -- -- 0
Total 191 2414 58,304 6264 107 189 145 30 ;:s

1975-1976 ~
("')

27 provinces 190 47,651 3074 65 211 170 24
0

1682 ~
~

1976-1977 (objectives) t:l
27 provinces 209 2175 47,715 4000 84

£;.
~s:
;::

Source: Ministry of Food, Agriculture and Animal Husbandry, General Directorate of Agricultural Affairs, Annual Reports of Wheat
.....o·

Production Improvement Project (Ankara).
;:s

~
~

~
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production program represents probably the most successful model of effec
tive delivery of technical services and inputs to the farmer. Under this
program, farmers agree to follow prescribed practices (including specified
rotations) in return for guaranteed sugar beet markets, prices, and availability
of inputs. The program is highly popular (and profitable) with the farmers.

The government has sought to blend elements of these two programs in the
new contract wheat production program. The Soil Products Office (TMO),
the wheat purchasing agencY,has been transferred from the Ministry of
Commerce to the Ministry of Agriculture. It brings to agriculture both its
effective field purchasing network and, most importantly, its ability to secure
large financial resources from the Central Bank. TMO is to be used as the
vehicle to finance the provision of modem inputs to the farmer and will
purchase the outputof acreage under contract at premium prices. The use of
TMO in this role is an attempt to provide a credit alternative to the
Agricultural Bank, whose formalities are seen as extremely cumbersome and
whose lending criteria currently exclude large numbers of Turkish farmers.

Interest-free credit for inputs is given in kind with all participating farmers
in a contract village signing a common repayment agreement. There is
considerable group pressure on the individual to repay. Debts are deducted
when contracted production is delivered to TMO. Participating farmers
receive assured preferential access to inputs. To assure wide participation,
there are maximum limits on area per farmer which can be placed under
contract, and minimum areas are fairly low.

In the first year of this contract program (1976-1977), the State Produc
tion Farms Organization played the major role. The only physical input
provided under the program in that year was seed, with other inputs coming
through traditional channels. The extension service played an important role
in carrying the program to the farmers. In later years, it is planned to provide
fertilizer, herbicides, and rental equipment under this program as well as seed
and advice. So far, the program has been viewed as somewhat experimental.

Farmer response to the program has been enthusiastic. In 1976-1977, 1.2
million decares of 8 million total in wheat were under agreement in Ankara
Province. The goal had been only about 1 million. Farmers appear to prefer
participation in the contract program to the older production program because

1. It offers interest-free credit for seed of high quality.

2. Wheat can be marketed at a premium.
3. Advice from the state Production farms is perceived to be based on long

production experience.
4. Preferential treatment is expected in obtaining sometimes scarce inputs.

Some Observations on the Income-Distributional Aspects
ofthe Government Wheat Production Programs

There have been no formal surveys which would indicate the size of farm
included in any of these government programs. However, the average area
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per farmer is well over 100 decares in the Ministry of Agriculture Production
Project. As the fallow land on these farms would be as much as the land sown
to wheat, the average farm size is considerably over 200 decares. According
to the 1963 Census of Agriculture, only 3.5 percent of Turkey's farms are
found in this size group.

The finding that the demonstration farms are relatively large is not
surprising, as it is argued that it is the medium-sized and large farmers who
are the risk takers and innovators and hence appropriate demonstrators for
these production programs. As the demonstration"effect becomes operative,
smaller farmers are expected to follow the practices of these demonstrator
farmers. As noted above under the discussions of specific inputs and prac
tices, however, there are some constraints limiting smaller farmers from
adopting the full package of practices, particularly the improved tillage
systems.

The new contract production program seems to have the greatest potential
for reaching the smaller farmers. The contract, including inputs on credit, is a
joint one having as many farmers in it as the village itself wishes to include.
None is automatically excluded for overdue debts to the Agricultural Bank,
lack of a deed to his land, or lack of a tractor. One's inclusion rests largely on
one's community's judgment of one's ability to comply with the terms of the
contract-basically following the recommended practices and delivering the
agreed product to the Soil Products Office. Once signed up, participants
receive the agreed inputs on credit without further formalities.

At least as implemented in Ankara Province, there are upper limits (400
decares) to the amount of land anyone person can bring into the program.
This forces some spreading of the benefits. While there is no set minimum
land amount needed, in practice it seems that around 50 decares are required
to enter. While a smaller farmer with a good reputation could enter, probably
there are not many in the program with less than 50 decares. Also, it should
be stressed that, as noted earlier, many smaller landowners are not them
selves growing wheat on their land but allowing others to grow it for them as
ortakcis or under other arrangements. Thus a tractor-owning ortakci might
bring the land of half a dozen small farmers into the program. In this way,
some benefits of the program would filter out to smaller landowners. The
same is true, ofcourse, of the older production programs.

Government Price Support Program

In the previous section of this chapter we have dealt with the effects on
income distribution of various government programs concerning input supply
and government wheat production programs. In this section we shall deal
with government activity concerning price support of the output. These price
support activities have a powerful effect both in encouraging wheat produc
tion and on the distribution of income from wheat.

The government program to support wheat prices dates back to the 1930s
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when the government organized the Soil Products Office as a cereals pur
chasing agency. This program was created both to support prices and to
assure an ade9uate supply of bread to the cities. The government provides a
guaranteed purchase price to the farmer and guarantees to supply a set
amount of wheat to the urban areas at a set price.30

Calculation ofthe Support Price and the Effect of
Technological Change on Farmer Income

Understanding the income-distribution effect of the price-support sys
tem requires an explanation of how support prices are determined. While
ultimately the support price is politically determined, the starting point is a
cost-of-production analysis. This cost of production is established by com
bining all the costs involved in a fairly modem "package of practices,"
adding land rent and interest charges on capital used, and then, to the total of
all these, adding a "profit." This is then put forth as the cost of production per
hectare. This cost is then divided by the national average yield and cost per
kilogram of product thus determined.

Not surprisingly, depending on what organization does the analysis, there
are differences of opinion on the prices of various inputs, interest and profit
rates, and land rent. The farmers' organizations usually show higher prices
than the government agencies. However, their methodology is basically the
same in doing the analysis. 31

For several reasons, this approach to establishing costs, etc., tends to push
support prices higher than a more rigorous analysis would justify. The most
conspicuous upward pressure stems from using the costs of a modern
package of practices but then using the average yield rather than the yield
associated with such a modem package of practices. This practice tends to
overstate substantially costs per unit of output for both modem and "ave
rage" farmers-modem because they have higher yields over which to spread
these costs, average because they have lower costs with the simpler package
which will produce an average yield.

Another analytical problem relates to including land rent in the cost
calculation. Generally speaking, the return to land is a residual return after
the cost of all other factors of production have been deducted from gross
revenue. If gross revenue per hectare is 2000 TL and full cost of all inputs,
other than land, .is 900 TL, the return to land is 1100 TL. Because the
product price is a main determinant of gross revenue, the price ofthe product
strongly influences the net return to land, which in turn affects the rental
value of the land. Therefore there is circularity involved in including land rent
in the calculation underlying the support-price determination. If land rent
increases, the cost of production increases, and the support price is raised;
this increases the net return to land, which increases the rent, which increases
the support price, etc.32

A third conceptual problem in support-price determination is including in
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costs not only a return to land (rent) but then adding to that a "profit" which
theoretically represents a return to capital. In other words, land receives a
return as land, and then it also receives an added return as capital. The same
double counting exists when an interest charge is added for capital used and
then to that interest charge is added another percentage for profit.

The effect of the current method of calculating support prices tends to
inflate the calculated costs of production for supported agricultural products.
Even if one accepts the inclusion of rent and a percentage of profit on all
costs including rent, the technique of matching average yield with above
average practices produces a substantial overstatement of the real costs of
production. This will be illustrated shortly in Figure 7.6, which matches costs
of various technologies to reasonable yield expectation from each level (and
cost) of technology and derives net revenues.

During a period of relatively stagnant and uniform technology, this price
calculation system probably introduces no major distortions. Practices,
costs, and yields do not vary widely across farms or regions. However, during
a period when rapid yield increases occur in only particular regions, substan
tial shifts in the distribution of income result. As noted in the first section, the
yield-increasing wheat technology introduced to Turkey first affected yields
in the coastal areas, then in Thrace, and more recently in central Anatolia. In
southeast Anatolia, there has been virtually no change in yield since World
War II. These differential regional yield changes have brought about a
marked change in the regional distribution of income from wheat. The
profitability of wheat per hectare has risen tremendously in those areas
experiencing rapid yield increases. This profitability is accentuated by the
fact that support prices are based on modern costs and traditional yields.

Figure 7.6 has been constructed in order to illustrate these income
distribution shifts. First the gross revenue per hectare of wheat has been
cf#.culated for each major producing region. To simplify the presentation,
five-year averages have been calculated and 1975 prices used over the whole
period for both inputs and outputs to ensure comparability. On the cost side,
three levels of technology have been used: low-, medium-, and high-input
technology.33 The costs associated with each have been estimated, based on
1975 survey data. For each region, in each time period, a representative level
of technology was assumed and its cost deducted from gross revenues.
From gross revenues the full costs of the inputs were deducted, including 12
percent interest on nonland capital used. However, no deduction was made
for either land or "profit." In other words, the remaining net revenue
presented in the bar chart represents the returns to land and "profit."

In the period 1950-1955, the whole country was assumed to be using a
low-input technology, while by 197(}-1975 most areas were using a high
input technology. (The letter for each region on the bar chart indicates the
assumed level of technology.) As can be seen from the bar chart, in the earlier
periods there was not a great difference in net revenues across the regions.
However, as yields began to increase in the areas with relatively higher
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FIGURE 7.6.
Changes over time in returns to land and "profit" per hectare by region

(1975 prices for both input and output)
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rainfall, pronounced regional differences in net revenues began to appear.
Net income per hectare in constant lira has remained stagnant on the plateau,
while it has increased dramatically in the coastal areas and Thrace. The most
spectacular increase in net income has occurred in Adana Province, indica
ted on the bar chart by the "A" above the Mediterranean region's bar.
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In the next section, attention shifts from the regional distribution of wheat
farmer income to the distribution of program benefits by size class of farm.

Distribution ofBenefits ofPrice-Support Program by Size ofFarm

For the purpose of this analysis, the absolute amount of the benefits need
not be determined, since the purpose is only to determine the distribution of
benefits among wheat farmers, not their amount. Since the benefits are in the
form of a higher than free market wheat price, it is sufficient to know by farm
size the distribution of wheat marketed. The percentage of benefits going to
each size class of farm will be in direct proportion to tbe percentage of wheat
marketed by that size class of farm. 34 It should be noted that it is immaterial
whether or not the wheat is sold to the government or in the private trade,
since the government's operation supports the price of all wheat marketed,
not just that purchased by the government.

The State Planning Office has done several excellent studies which
attempt to define by size class of enterprise the amount of wheat marketed.
Using the village inventory studies of the Ministry of Village Affairs, they
determined the size distribution of enterprises by region. 35 They took into
account the relative productivity of major land classes, using this to adjust for
regional differences in the land resource base (but not for possible difference
in land class by farm size). They then estimated how much wheat would be
consumed on the farm and added how much would be retained for seed. The
balance of production above this amount was considered to be marketed. 36

By their estimates, farms smaller than 25 decares cannot produce enough
wheat even for their own consumption and therefore are net purchasers of
wheat. It is only farms over 25 decares which sell wheat and therefore can
benefit from an increase in market price of wheat. The study concludes that
farms below 25 decares actually lose by price supports, since they must
purchase wheat at a higher price than they would face in the· absence of a
price-support program. Therefore, in estimating the distribution of benefits
from price supports, only farmers with over 25 decares of land are consid
ered. According to the State Planning Office figures, such farms amount to
about 40 percent of all wheat farms.

Table 7.15 shows the distribution of benefits among wheat farms by size
class. As noted above, since the benefits are in direct. proportion to the
amount of wheat marketed, the· percentage of benefits going to each class is
the same as the percentage ofwheat they market. While only 10 percent ofthe
farms are larger than 100 decares, they account for almost 70 percent of
the wheat marketed, which means they receive at least this percentage of the
benefits of a price-support program (see Note 34). The 3 percent of the farms
over 200 decares receive 37 percent of the program benefits. In number,
there are about 178,000 farms over 100 decares and about 55,000 over 200
decares. While these large commercial farms represent a small percentage of
the total farms, they are sufficiently numerous and powerful to have a strong
voice in the price-policy process.
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TABLE 7.15
Distribution ofBenefits from

Wheat Price-Support Program by Size Class ofFarm

Percentage of

Percentage of
Benefitsfrom Price

Farm Size Farms in the
Support Program

(da) Size Class SPOO Surveyb

1-10 20.2 LoSS]
11-25 38.7 Loss 1.9
26-50 17.5 9.8 10.9
51-75 8.2 10.9]
76-100 5.2 11.8 17.8

101-200 7.1 30.4 31.2
Over 200 3.1 37.1 38.2
Total 100.0 100.0 100.0

aRepublic of Turkey, Prime Ministry, State Planning Office, "Considerations Related to
Maintaining or Changing the Floor Price of Wheat and Developments in the Past Years in
Factors Affecting the Price of Wheat" (Ankara, 1969).

bAhmet Erkus, "Research on the Market Supply and On-Farm use of Wheat Produced by
Farm Enterprises in the Central Anatolian Region," Ankara University, Faculty of Agriculture
(Ankara: Ankara University Press, 1976).

Note that the State Planning Office study is based on a series of assump
tions about family consumption and seed in deriving the amount of output
marketed. The study is not based on actual survey data. In a recent study,
Associate Professor Ahmet Erkus did a survey to determine the amount of
wheat production marketed by size of farm in central Anatolia. In contrast to
the State Planning Office assumptions, he found that even farms below 25 da
marketed some of their output in order to generate cash for such necessities
as sugar, salt, etc. This finding would mean that even small farmers receive
some benefit from the price-support program. To see ifthis changes the thrust
of the conclusions based on the State Planning Office study, the Erkus data
on percentage of output marketed were used with the other State Planning
Office data to replace the original assumption on output marketed. The
results of this calculation are presented in the extreme right-hand column
("Survey") of Table 7.15. While this adjustment makes all size classes
beneficiaries, it does not alter the overall conclusion that the bulk of the
benefits from the price-support program accrue to the larger farms.

Not only do the Erkus survey data permit adjustment ofthe State Planning
Office assumption on output marketed, but they serve to illustrate dramati
cally the point made earlier about the growing discrepancy between the size
distribution of landownership and the size distribution of farm enterprises
(see p. 205). The State Planning Office distribution of enterprises is
based on the Ministry of Village Affairs' village inventory series and reflects
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TABLE 7.16

Comparison ofSize Distribution ofLandownership
and Farm Enterprises: Central Anatoliaa

% Land this % landowners % Enterprises
Size Group Size Class this Size Class this Size Class

(da) Vill.Inv. Erkus (vill. inv.) (Erkus)

0-25 8.7 1.1 41.7 9.1
26-50 13.2 3.0 22.3 13.3
51-100 21.1 7.7 18.4 18.5

101-200 29.5 24.7 12.3 30.0
Over 200 27.6 63.6 5.2 29.1
Total 100.oa 100.oa 100.oa 100.0

Source: Republic of Turkey, Prime Ministry, State Planning Office, "Consider
ations Related to Maintaining or Changing the Floor Price of Wheat and Develop
ments in the Past Years in Factors Affecting the Price of Wheat" (Ankara, 1969),
Ahmet Erkus, "Research on the Market Supply and On-Farm Use of Wheat
Produced by Farm Enterprises in the Central Anatolian Region," Ankara University,
Faculty of Agriculture (Ankara: Ankara University Press, 1976).

aVillage inventories: Regions I and IX; Erkus: Ankara, Eskisehir (I), Konya, Nevsehir (IX).
Totals do not add to 100 due to rounding.

landownership patterns. The Erkus survey is based on land operated, not
necessarily owned. The difference between these two distributions is striking,
as can be seen in Table 7.16. To make the data as comparable as possible,
only the village inventory data for central Anatolian region are shown, the
region of the Erkus survey.

While 42 percent of the landowners are in the Q-25-decare size class, only
9 percent of the wheat farm enterprises were found to be in this group in the
Erkus survey. Conversely, while only 17 percent of the owners are in the
over-l00-da class, nearly 60 percent of the wheat farm enterprises fall in this
class.

The size distribution of wheat producers provided by the Erkus survey
suggests that most of the small landowners must be giving their land out to be
farmed by larger enterprises on a rental, ortak, or other basis. As suggested
earlier, the number of farmers seems to be far less than the number of
landowners.

Even if the Erkus survey is taken to represent the size distribution of
wheat farms instead ofthe SPO land distribution, the conclusion remains that
the benefits of price-support activities are heavily skewed in favor of the
larger farms. Using, as before, the share marketed by size group to represent
that group's share of the program's benefits, Table 7.17 has been constructed
using the Erkus size distribution. While farms over 300 da account for only
16 percent of the enterprises, they receive 65 percent of the price-support
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TABLE 7.17
Size Distribution ofPn'ce-Support Benefits, Erkus Survey Data

Enterprise % Benefits % Enterprises
Size Group this Group this Group

1-25 0.1 9.1
26-50 1.3 13.3
51-100 2.6 18.5

101-150 6.2 17.6
151-200 10.1 12.4
201-300 14.5 13.3
301-500 22.7 10.9
Over 500 42.4 4.9

benefits, again confirming how difficult it is to make more equal income
distribution through the vehicle of farm price supports.

The Price-Support Program, Inflation, and the Farmer

The discussion above deals only with the distribution of benefits of the
price-support program within the set of wheat farmers themselves. It does not
deal with the question of the impact of the support program on the price of
bread. To the extent that the wheat price is higher than it would be in the
absence of a support program, part of the program cost is borne by the
consumer. Moreover, in an attempt simultaneously to keep the price of wheat
high and· the price of bread low, the Soil Products Office normally incurs a
loss, because the difference between the government purchase price and
government sales price does not cover the full cost of their marketing
function. They incur further losses if surpluses accumulate. Since their losses
are covered by Central Bank credits, in effect the government prints money to
finance the price-support program. As indicated in Chapter 5, this method of
financing the price-support activities is highly inflatiOliary. A complete
reckoning of the. effect of the price-support program on income distribution
also should examine how the costs of benefits of this inflation are distributed.
While this subject is beyond the scope of the present chapter, a few observa
tions can be made.

As a matter of government policy, the price of agricultural inputs has been
kept relatively low. Table 7.18 shows the price of selected agricultural inputs
in terms of the amount of wheat needed to purchase them over the period
1966-1975. It is app~ent from this table that the price of the output has risen
faster than the price of key inputs, which to some extent has protected the
farmers from the full effects of inflation.

While in 1966 it took 51 tons of wheat to purchase a Massey Furgeson
135 tractor, in 1975 it took only 33 tons. Over the same period, the wheat
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TABLE 7.18
Tons of Wheat Needed To Purchase Selected Inputs:

1966-1975 (government prices)

Tons of Wheat To Purchase

Tractor Ton of Ton of
Year MF 135a Ford 5000 A. Sulfateb TSP

1966 50.8 0~74 1.3
1967 51.5 60.5 0.74 1.2
1968 51.5 60.5 0.68 1.1
1969 49.0 57.6 0.64 1.0
1970 47.4 59.9 0.65 1.1
1971 57.9 66.3 0.58 1.0
1972 63.3 107.1 0.58 1.0
1973 53.0 85.0 0.49 0.8
1974 34.1 48.6 0.28 0.5
1975 32.5 41.8 0.50 0.7

Source: Computed from data provided by Ministry of Food, Agriculture and
Animal Husbandry, General Directorate of Agricultural Affairs.

aMassey Furgeson 135 tractor.
bAmmonium sulfate.

cTriple super phosphate.

price of a ton of ammonium sulfate fertilizer fell from 740 kg to 500 kg, and
triple superphosphate from 1300 kg to 700 kg.

This same tendency is confirmed in a recent study by Professor Nur
Keyder, which indicates a generally improving trend in the "rural welfare
index."37

In addition to the benefits of favorable input/output price relationships,
land prices have risen sharply over the past 25 years. As discussed in the
preceding section, the benefits of the price-support program have been
capitalized into land values through the process of incorporating land rent in
the process of determining the support price. Ever higher land prices have
provided farmers with an excellent inflation hedge. Professor Fethi Acil, at
Ankara University, has made a 25-year study of changing agricultural land
values in Turkey. His major findings are set forth in Table 7.19, which shows
by region the value of three major land classes in 1950 and 1974, with the
percentage change over the period. In addition to highlighting the inflation
hedge which land in all regions has provided, it also shows some striking
changes by region.

Not only have land prices risen nationally, but there are some striking
differences by region. As discussed earlier, the differential effect of technolo
gical change raised the returns to land in some regions more than others



238 Charles K. Mann

TABLE 7.19
Increase in Value ofLand 1950-1974
by Region and Type ofLand (TL/da)

1950 1974 % Change

Hilly Flat Irr. Hilly Flat Irr. Hilly Flat Irr.

Mediterranean 71 148 242 2738 3072 4874 3856 2076 2014
Aegean 69 189 335 2054 3744 5848 2977 1981 1746
Marmara 49 106 179 1112 2524 3679 2269 2381 2055
N. Central 72 158 293 1219 1977 3714 1693 1251 1268
S. Central 63 151 271 3983 5747 3596 6322 3806 1327
E. Central 82 151 304 1155 1878 3824 1409 1244 1258
Southeast 42 155 236 654 1150 2371 1557 742 1005

Source: Prof. Dr. A. Fethi Acil, The Values of Various Kinds ofAgricultural
Land in Turkey and Their Changes Between the Years 1950-1974 (Ankara: Ziraat
Fakultesi, Ankara University, 1976), pp. 19-23.

(Figure 7.6). Table 7.19 shows how this phenomenon has been reflected in
land values, which, generally speaking, have risen more in those regions
where the technological change raised yields the most. 38

From the above data it appears that not only do the medium-sized and
large farms receive most of the benefits from the price-support program but
that these groups have been able to protect themselves reasonably well from
intlation, caused in part by the price-support program. The value of land, one
of their major assets, has increased with inflation, and the price oftheir inputs
has been held down as a matter of policy.

Summary and Conclusions

One of the most striking conclusions of this research is the pronounced
interaction between agro-climatic conditions and technological change. Ear
ly in the postwar period, there was not a great difference in wheat yields
among regions. However, with the introduction of a technology which
performed best with ample soil moisture, a substantial upward shift in
productivity occurred in the higher-rainfall regions. This occasioned a cor
responding shift in the distribution of income from wheat toward these
regions.

In the drier areas, extensive research was undertaken to develop an
appropriate technology for such regions, a main focus. being techniques to
improve the conservation of soil moisture. This research has begun to
produce results, particularly in central Anatolia where yields have improved
substantially over the past five years. In the regions to the south and east,



Effects o/Government Policy on Income Distribution 239

however, average yields still remain relatively low and variable. Fertilizer
usage there is lower, probably due in part to a "riskier" agro-climatic
environment and perhaps in part to the structure of landownership.

From the available data, it appears that agro-climatic realities over
shadow farm size as the criterion of who receives the benefits from improved
technology. Despite this fact, there is some evidence of a tendency for large
farms to benefit relatively more than small farms. From a technical point of
view, there is no particular reason why a small farm cannot use available
technology as effectively as a large farm. However, as noted in the body of
this report, there are many factors which seem to work subtly against the
small farm. The farmer of a small amount of land can rent a tractor but
probably only after the owner of the tractor has tilled his own land. While
theoretically eligible for credit, the evidence suggests that relatively few of
the small farmers succeed in obtaining it. They can obtain seed but for the
small amount needed may find the formalities not worth the trouble.

If the small farmers are to be reached effectively, the system must go
beyond being simply "open to all." To reach the small farmer special
measures are needed, tailored to this objective. For example, specific atten
tion could be given to intermediate technology suited to smaller-scale farms.
As noted in the study, some effective intermediate technology has sprung up,
such as backpack herbicide sprayers. Small stationary threshers are another
example of intermediate technology which has spread rapidly. These devel
opments appear to represent autonomous responses to the needs of small
farmers. Insofar as can be determined, they are not due to any specific
encouragement from the government. The government could do much more
to encourage the design of equipment suited to small farms.

Concerning programs accessible to the small farmer, the contract wheat
program seems to have considerable potential. Through the group credit
aspect of this program, farmers of virtually all sizes can receive modern
inputs on a credit basis, despite lack of a land deed and equipment and even
in spite of indebtedness to the Agricultural Bank.

Turning to the distribution of benefits from the price-support program,
these are distributed in proportion to the amount of output marketed. There
fore, share in the benefits is primarily a function of the size of the farm unit.
Because small farms market little or no wheat, only the medium-sized and
large commercial farms can benefit much from this program; the bigger the
farm, the greater the benefit. It is virtually impossible to improve substan
tially the income of the small farmer through the mechanism ofprice support.
(Note, however, that since the price-support program increases the value
ofall wheat land, the "net worth" even ofsmall farmers is affected positively.)

As to input subsidies, incomes can be improved by such programs only to
the extent that farmers purchase these inputs. If a small farmer uses no
purchased inputs, he cannot benefit from the subsidy.
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Strategy to Include Small Farmers

Even on small farms there is substantial potential for wheat yield improve
ment. Moreover, a small percentage increase in their wheat production could
result in a large increase in the amount of wheat they market, thus increasing
their cash income. However, if small farmers are to participate to a greater
extent in the benefits of technological change, the first step is for the govern
ment to make their doing so an explicit policy. Given the political will to
reach the small farmers, there are a number of measures which could be
taken. One thing that this study has demonstrated is the paucity of research
specifically directed at defining the problems of the small farmers. Therefore
one constructive step would be to organize some research directed toward
this objective, the result of which could guide the development of a suitable
strategy. Even without such added research, however, there are some mea
sures which could be taken based on information already known.

1. Improved input delivery systems. The problems of the small farmer
must be considered explicitly in designing input delivery systems. The
starting point might be to improve the flow of technical information to the
small farmer. Under present conditions it is virtually impossible to expect
extension service personnel to carry the message to Turkey's small farmers.
Much more work needs to be done with mass communication techniques. For
example, the experimental work presently going on with audio cassettes
deserves continued support and evaluation.

To facilitate the ordering, financing, and delivery of physical inputs, more
attention should be given to farmer group organizations. As noted, the
contract wheat program might provide a useful model and could be oriented
even more explicitly toward meeting the needs of small farmers. Group credit
schemes would appear particularly promising.

2. Access to tractor services. One of the most difficult problems is
providing timely tractor services to the small farmer. At present this happens
only through a "trickle-down" effectfrom tractor-owning farmers who repre
sent a small percentage of all farmers. Machinery cooperatives have been
tried in Turkey and, generally speaking, have not been successful. Probably
any approach adopted should build upon the existing system of tractor
renting and ortak arrangements. It would be helpful if the conditions for
tractor hiring could be regulated to encourage a reasonable level of perfor
mance and a reasonable charge for the service. The planned expansion of
tractor numbers-by reducing the element of monopoly presently enjoyed by
tractor owners-should reduce the owner's opportunity for charging exorbi
tant rates. The opposite side of the coin is that many farmers will probably
obtain tractors on the assumption that they can finance them through lucra
tive ortak arrangements only to find that such opportunities may dry up. The
several case studies available suggest that in many parts of the country there
are already more tractors than can be economically employed.39

There is room for major improvement in the effectiveness with which
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tractors are used. The thrust of government programs has been almost
exclusively toward the tractor, with little regard to the implements to be
drawn by the tractor. Much more emphasis should be given to this subject.
For example, credit programs could be structured in such a way to encourage
farmers purchasing tractors to equip them with proper implements. This
would also benefit those farmers hiring tractor services in that the correct
implement would be used. Casual observation of the procedures for testing
and certifying agricultural implements for credit purchase suggests room for
substantial improvement.

3. Wheat support-price policy. The difficulty of reaching the small farm
ers through this policy instrument has already been noted. Also noted is the
growing disparity in net incomes per hectare among regions. Probably there
could be larger quality differentials between the major classes of wheats.
Even at a discount from the plateau's winter bread wheats, Mexican-type
wheats are still extremely profitable for the farmers. Price differentials that
more clearly reflected market preferences probably would also help toward
greater equality in income distribution among regions'.

In the price-support program, particular attention should be given to the
method of calculating the support price. As the costs of modem inputs are
used in establishing production costs, average productivity of farms using
these inputs should be considered in calculating average costs per kilogram,
not the average productivity of all farms in the country. Also, as long as
rents-themselves a function of price level-are included in the cost calcula
tion, the upward spiral of support prices will continue. As noted, while the
benefits of this price-support system accrue to the commercial farms, the
costs fall on all other consumers of bread and, through the contribution ofthis
program to inflation, on many other segments of society.

Under the existing contract wheat production program, farmers are eligi
ble for a premium price on wheat produced within the contract. There is a
maximum applied to the amount any farmer can market at this premium
price. In effect this represents a means of giving a higher price to the total
marketed output of smaller farmers, while that price applies to only a portion
of the large farms' output. In effect each contract farmer gets a "right" to
marketx kilograms at one price and the rest of his output at a lower price. Ifa
main concern is effecting a more equal distribution of benefits, some such
means of differential pricing by quantity marketed has much to commend it.
This aspect of the existing contract program deserves further study. '

4. Attention to secondary effects ofpolicies. One subject not touched
upon at all in this chapter but discussed in Chapter 11, is the impact ofvarious
government policies upon migration. If it is government policy to slow down
rural to urban migration, then some specific aspects of current agricultural
policy deserve more research. For example, if the farmer easily can rent a
tractor to do a few key operations, he may continue his active role in
managing his farm. However, if he is encouraged or even obliged to find an
ortakci to farm his land, his active involvement in farming ceases. He simply
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collects his share of the crop and ceases to have an active role in the manage
ment of his farm. He may just as well move to the city and there collect his
share of the farm's profits. Therefore, from the point of view of migration, it
may make a great difference whether tractor rental or the ortak system
becomes the dominant means of access to tractors for farmers without their
own tractors.

5. Land reform. This study, by the original terms of reference, omits any
consideration ofland reform. However, it should be noted that as long as the
size distribution of farms is heavily skewed toward large farms, large farms
will continue to receive the bulk ofthe benefits of wheat production no matter
what other policies are implemented. It is possible to improve somewhat the
lot of the small farmer, but no fundamental shift toward greater equality can
take place in the face of a very lopsided distribution of land and other assets.
This fact is well recognized and is constantly debated as a matter of Turkish
policy. The debate is fundamentally a political one, falling outside the
boundaries of this study of wheat policies. However, the section on the distri
bution of price-support benefits highlights its importance.

As with most research, this study raises more questions than it answers.
However, if there is a serious intent to reach the small farmers, at least some
policy steps are clear. With further research tailored specifically to problems
of the small farmers, more measures could be developed. There is a large
body ofresearch findings that suggest that, given half a chance, small farmers
can obtain higher yields per decare than do large farmers. 4o It should become
a matter of national policy to encourage them to do so in Turkey. This would
both raise production and improve income distribution.

Notes

1. Faculty of Political Science, Economic and Social Aspects ofFarm Mechanization in
Turkey (Ankara: University of Ankara, 1953).

2. Eva Hirsch found animal incomes to be the main factor tending toward greater equality
in farm incomes. She notes that"... the equalizing effect of animal incomes has diminished
after 1952; as more and more pastureland was plowed up and the number oflivestock grazing on
these shrinking pastures continued to grow, there is evidence that absolute diminishing returns
from the use of the common pasture land set in. By reducing the income that could be derived
from the common pastures these developments have also reduced the equalizing effect of animal
incomes." See Eva Hirsch, Poverty and Plenty on the Turkish Farm (New York: Columbia
University Press, 1970), p. 173.

3. For an excellent description of this ortakci system, see Iris Kapil, "The Ownership and
Deployment of Farm Machinery in a Set of Anatolian Villages," in Introducing New Technol
ogy on the Anatolian Plateau: Some Preliminary Findings, Economic Staff Paper No. 11
(Ankara: U.S. Agency for International Development (USAID), 1973).



Effects ofGovernment Policy on Income Distribution 243

4. For details of this survey, see Kuthu Somel, "Economics ofImproved Dryland Wheat
Technology: A Case Study of Ankara, Turkey." Food Research Institute Studies in Agricul
tural Economics, Trade and Development. Forthcoming.

5. Faculty of Political Science, Economic and Social Aspects, p. 63.

6. Charles K. Mann, "The Impact of Technology on Wheat Production in Turkey,"
Studies in Development, Middle East Technical University, no. 14 (Winter 1977): pp. 31ff.

7. Faculty of Political Science, Economic and Social Aspects, p. 74.

8. An insight into the variety of arrangements can be gathered from the following
description by Sadi Duman of the "Rehin" or pledged land system he found in his case study of a
set of Kayseri villages: "The Land Commission (Toprak Komisyonu) distributed land in 1953
from grazing land to the households who owned no land. The amount given was 120-150 donum
for each household. Some of these new land owners (and some others too), have created the
"rehin" system (pledged land). A new owner cannot sell his land until 1977; title-deed was not
given. Those who wanted to sell it or were unable to cultivate it-without capital-gave a written
contract stating the amount of credit received and stipulating that his land was to be used until he
paid the amount back. Rich farmers took (and used for years) this sort ofland, giving an amount
of credit near to half of the real price of the land. Until the last few years, there were in the
village-U about 10-15 households whose land was pledged, Le., taken as 'rehin.' This number
was higher in village-Y." See Sadi Duman, "Kayseri-A Village on the Uzunyayla Plateau:
Uzumpinar," in Introducing New Technology on the Anatolian Plateau: Some Preliminary
Findings, Economic Staff Paper No. 11 (Ankara: USAID, 1973), p. 61.

9. The fact that most of the expansion of farm size was not by land purchase was not
anticipated when the survey was designed (p. 77). Therefore no data on previous land use of
ortak or rented land were collected as was done for land purchased.

10. Assuming rental costs cover full tractor cost, this case also approximates that of a
tractor-owning farmer operating his own land.

11. Charles K. Mann, "Farmer Demonstrations of Improved Dryland Wheat Production
System-Preliminary Report," mimeographed (Ankara: Wheat Research and Training Project,
1975).

12. Duman, "Kayseri," p. 53.

13. Cigdem Kurdas, "The Mechanization of Turkish Agriculture," unpublished paper
(Ankara: Middle East Technical University, 1977).

14. Nazmi Demir, "The Adoption of New Bread Wheat Technolo~inSelected Regions
of Turkey," edited and abridged by CIMMYT. Centro Internacional de Mejoramiento de Maiz y
Trigo, Mexico City, p. 6.

15. Resat Aktan, The Distribution ofHigh Yielding Wheat Varieties in Turkey, Develop
ment Foundation of Turkey, Ankara, 1979, p. 35.

16. See Charles K. Mann, "Packages of Practices: A Step at a Time with Clusters?,"
paper presented at the joint meeting of the American Agricultural Economics Association and
the Western Agricultural Economics Association, San Diego, California, July 31-August 3,
1977.

17. For details, see Mann, "The Impact of Technology," p. 32.

18. Demir, "The Adoption of New Bread Wheat Technology," p. 16.

19. Ibid.

20. Aktan,High Yielding Wheat Varieties, pp. 16,74. It should be noted that the southeast
is not at all uniform climatically. As is evident from the data in Table 7.9, precipitation varies
greatly over the area, ranging from near 300 mm per year to over 700 mm at some stations. The
CIMMYT survey's southeast regional sample covered 25 villages in 5 counties of 3 provinces. It
is possible that a survey sampling different counties might present a different picture ofthe region.
One knowledgeable wheat scientist from the region, with whom I discussed these results, believes
that the official statistics are incorrect and that wheat yields in the southeast are much higher than



244 Charles K. Mann

reported by the extension service. He also believes that large quantities offertilizer are used in the
region and that the statistics to the contrary are simply incorrect. The great intraregional variation
may account for these apparent inconsistencies among national statistics, expert observation, and
survey resuts.

21. This period was chosen to show a relatively "pure" effect of weather on yield.

22. Charles K. Mann, "An Economic Analysis of the Benefits of Chemical Weed Control
on Wheat in Anatolia," mimeographed (Ankara: Wheat Research and Training Project, 1975);
published in Turkish in Zirai Mucadele, No. 34 (February 1976).

23. By region, the percentage of wheat land sprayed with herbicide against weeds is
as follows: south Marmara region, 74 percent; Mediterranean region, 36 percent; Thrace, 32
percent; central Anatolia, 23 percent; southeast, 17 percent; Aegean region, 16 percent. Data
from Aktan, High Yielding Wheat Varieties, Table 70.

24. Republic of Turkey, Ministry of Food, Agriculture and Animal Husbandry, General
Directorate of Agricultural Research, "Southeast Regional Tillage and Cultural Techniques
Project," Wheat Research and Training Project (Diyarbakir: Southeast Anatolian Regional
Agricultural Research Institute, 1976), p. 9.

25. These conclusions are contained in a study based on data from the Somel/Mann
survey. Average yields are 200 kg/da for tractor owners, 139 kg/da for tractor hirers, and 105
kg/da for animal power users. See Hasan Ali, "Variance Analysis of the Productivity Differ
ences Among Tractor Owning, Tractor Hiring and Animal Using Farmers in the Central
Anatolian Plateau," unpublished seminar paper (Ankara: Middle East Technical University,
1978).

26. Kurdas, "Mechanization."

27. Ibid.

28. For details, see Republic of Turkey, Ministry of Food, Agriculture and Animal
Husbandry, General Directorate of Agricultural Affairs, "Wheat Production Improvement
Project" (Ankara, 1972).

29. See Republic of Turkey, Ministry of Village Affairs, TOPRAKSU, "Application of
the TOPRAKSU Stubble Mulch Agricultural System: Economic Analysis of the First Four
Years," General Publication No. 38, Technical Publication No. 23 (Ankara, 1976).

30. For details on the wheat marketing system, see alan Forker, "Wheat Production in
Turkey: Analysis of Trend and Variation in Yield, Area Sown and Production," Economic Staff
Paper No.2 (Ankara: USAID, 1971), and Turan Gunes, Economic Growth Analysis ofWheat
in Turkey (Ankara: Aegean Press, 1966).

31. See, for example, "Views of the Turkish Union of Chambers of Agriculture on the
subject of Cereal Support Prices," mimeographed (Ankara: Turkish Union of Chambers of
Agriculture),1977.

32. Informally I have heard that some recent price-support calculations have focused only
on the year-~o-year price changes in purchased inputs, excluding land rent. Such an approach
avoids the tendency to build in an inflationary bias through the inclusion of support-price-related
land rents. It may lie behind the relatively small increase in wheat support prices from 1976 to
1977.

33. These three levels are those defined earlier in Table 7.7, which also gives the cost
calculations for each level.

34. This assumes that all sizes of farms have equal opportunity to sell their crop at the
support price. In practice there are reasons why this may not be true. Poorer farmers may be
forced to sell or pledge their crops before harvest as· part of their input financing; long waiting
lines and/or transportation problems may prevent their getting their grain to government
purchasing stations; poorer accessto certified seed may expose their crops to a higher incidence
of wheat disease, resulting in grain of unacceptable quality. Also it should be noted that while
the direct benefits of the price-support program are received in relationship to wheat marketed,



Effects ofGovernment Policy on Income Distribution 245

they raise the asset value of all wheat land. In this respect, indirectly, small landowners receive
benefits from the price-support program in accordance with the size distribution of land owned,
not wheat marketed.

35. Several regions where wheat is relatively unimportant were omitted.

36. Republic of Turkey, Prime Minister, State Planning Office, "Considerations Related
to Maintaining or Changing the Floor Price of Wheat and Developments in the Past Years in
Factors Affecting the Price of Wheat" (Ankara, 1969).

37. Nur Keyder, "Real Agricultural Income and Rural Welfare Index in Turkey," Studies
in Development, Middle East Technical University, no. 12 (Summer 1976).

38. I am at a loss, however, to explain the dramatic increases in the south central region.

39. See, for example, Hasan Gencaga, "One Village in Konya," in Introducing New
Technology on the Anatolian Plateau: Some Preliminary Findings, Economic Staff Paper No.
11 (Ankara: USAID, 1973).

40. See, for example, Pan A. Yotopoulos, Laurence J. Lau, and Kutlu Somel, Labour
Intensity and Relative Efficiency in Indian Agriculture, (Stanford, Calif.: Food Research
Institute,Stanford University, 1970).



CHAPTER 8

Public Policies Affecting the
Distribution ofIncome Among Cotton

Producers in Turkey

Metin Berk

Introduction

Cotton, although long an important crop for Turkey, in the past two decades
has become increasingly important. By the end of the period under study,
cotton and its seed supplied a substantial part of the raw material require
ments of two key industrial sectors of the country, textiles and edible fats, as
well as providing almost one-fourth of the country's total export earnings.

Since the changes that have been taking place are·relatively concentrated
both in time and place, it is feasible to identify the basic characteristics of
production a quarter of a century ago and trace changes in the relevant input
mix over the period. Accordingly, we have two major objectives in this
chapter:

1. Identifying the relevant factors ofproduction which have contributed to increas
ing cotton yields over the last 20 years in Turkey.

2. Identifying key factors influencing changes in the distribution of income among
cotton producers.

The chapter is divided into four sections. The first section is a survey of
cotton production in the late 1940s and early 1950s in Turkey. In the second
section we shall employ regression analysis to analyze the major changes in
input use. In the third section, based on previous farm studies, we shall
specify some of the major factors that affect the distribution of income of
cotton producers. In the last section we shall draw some conclusions.

Survey of Cotton Production Circa the 1950s

Cotton, along with tobacco and hazelnuts, for centuries has been one of
the important agricultural crops of Turkey. Throughout the Ottoman Empire

The author is grateful to Dr. Charles K. Mann, who has reviewed the chapter with great
patience and suggested valuable improvements. Thanks are also due Dr. John Lewis and Dr.
Sherman Robinson for helpful comments.
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period, native varieties of cotton were grown in the fertile Aegean plains and
between the Seyhan and Ceyhan river valleys of the Cukurova Plain on the
Mediterranean coast. These areas, plus Antalya, comprise the present-day
production area. With the establishment of the Turkish Republic, the govern
ment promoted this crop. A general directorate was established specifically
for cotton; a research center was founded in Adana for the specific objectives
of improving cultural practices for cotton and developing new varieties of
cotton seed better suited for ecological conditions of the area.

Despite these measures, up until the late 1940s there was not much
change in the area allocated to cotton or in total cotton production, which
remained around 60,000-70,000 tons. By 1949, however, the area devoted
to cotton production began to expand rapidly, reaching close to the limit of
practical physical capacity by 1952. From then until the present time, there
has been no major additional expansion of area, although there have been
fluctuations related to changes in profitability of cotton relative to wheat and
to disease problems.

As Table 8.1 indicates, there was no significant change for a decade
during the late 1930s and 1940s in area devoted to cotton, total production,
or yields. However, in the early 1950s a major increase of cultivated area
devoted to cotton is observed. During this period of area expansion, native
varieties of cotton were being replaced by longer staple Upland types
(particularly Acala). However, to realize the potential of these improved
varieties, other complementary inputs were needed such as fertilizer, irriga
tion, pesticides, and machinery. It was not until the early 1960s that these

TABLE 8.]

Cotton Production

Area Cultivated Cotton Produced Productivity
Year (1000 hectares) (1000 metric tons) (kg/h)

1938 275.3 64.7 235
1948 297.8 58.2 195
1949 305.3 104.2 341
1950 448.5 118.4 264
1951 641.8 150.0 234
1952 675.0 165.0 244
1964 680.0 362.2 480
1969 638.5 400.0 626
1972 760.2 543.6 715
1975 838.0 598.0 714
1976 670.0 480.0 717

Source: "Trends in Turkish Agriculture, Graphics and Statistics 1938-66," pub
lication no. 31 (Ankara: Planning and Research Organization, Ministry of Agri
culture, 1968). Tables 20, 21, and 22 and Glda-Tanm ve Hayvanclhk Bakamhgl
Pamuk i~leri General Miidiiliigii Yaylml, Pamuk E IKitabi, Ankara, 1975.
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inputs were widely available. The use of these inputs is reflected in the
pronounced yield increases which began in the early 1960s.

Looking at the early part of the post-World War II changes, it can be
hypothesized that the sudden surge in the area devoted to cotton was largely
related to three main events:

1. The 1950 elections had brought about a popular majority government more
attuned to demands of the farmers in general.

2. Favorable weather in Turkey in the early 1950s, coupled with sharp increases
in the world prices of cotton.

3. Under the Marshall Plan, the introduction ~f tractors to the country and the
availability of new higher-yielding varieties of cotton seed.

The combined result of these three main factors was a dramatic increase
in the area under the plow for Turkish agriculture in general. While total
agricultural area sown and fallow was estimated to be 13.9 million hectares
in 1948, by 1952 it had sharply increased to 17.4 million hectares. As
opposed to meadowlands and pasturelands of 38.3 million hectares in 1948,
by 1952 these lands had declined to 34.8 million hectares. Much ofthis 3.5
million-hectare change in meadows and pastures represented land that went
under the plow in that relatively short period oftime. As shown in Figure 8.1,
the area in cotton rose sharply in the early 1950s and remained relatively
stable at the higher level for the ensuing decade.

In the later 1960s important changes were taking place within the cotton
growing region which were to produce greater annual fluctuations in the
cotton area. With the introduction of the high-yielding Mexican wheat
varieties described in Chapter 7, farmers found a highly profitable alternative
to cotton, and this seems to have been related to the major drop in cotton area
in 1970 and 1971. After the introduction of the high-yielding Mexican
wheats, the amount of land planted to cotton began to fluctuate more widely,
depending on changes in the relative profitability between wheat and cotton.
(To a lesser extent, the white fly pest was a factor in recent decreases in
cotton area.)

Summarizing, as of the early 1950s, cotton production in Turkey can be
characterized as an industrial crop, concentrated mainly in three locations:
the fertile Cukurova crescent, the valleys of the Aegean, and of the Antalya
regions. Output was sharply increasing due to a major increase in the area
sown. Although the gross income per decare was estimated to be almost three
times that of cereals, it was still substantially lower than the average gross
income for other industrial crops.l That there was much room for improve
ment was suggested in a report submitted to the Ministry of Agriculture in
early 1951:

Turkey has made rapid strides in cotton production during the last few years;
the soils and climatic conditions in the Southern and Western coastal areas are
particularly well suited to the production of a high quality cotton. There is
ample opportunity for further expanding the cotton acreage and increasing
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production in these favourable areas through a wider use of the irrigation
facilities available and better cultural practices. However, it is felt that more
attention should be given at this time to increasing the yields on the present
acreage planted to cotton and improving the quality of that cotton, rather than
to expanding the cotton-producing areas. 2
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This advice, it seems, has been well taken, since after 1952 we observe
successful implementation of yield-increasing practices rather than the open
ing of new lands for cotton.

Analysis of Sources of Productivity Changes in Cotton Production

It is useful to analyze in detail the changes taking place in cotton
production in order to trace changes in both the input mix and the returns to
the resources used in production.

Albeit cotton is an important crop, there are no available published time
series data on the consumption of inputs for cotton alone. In this case, there
are two courses of action that can be followed: first, disregarding the crop on
which it was actually applied, to utilize aggregate data of key inputs such as
number of tractors, fertilizer consumption, irrigation expenditures, and rain
fall in estimating the yield of cotton output. Even then, data on vitally
important input state irrigation expenditures until the mid-1960s are lacking.

Under the constraints specified above, for this study several regression
models were run on the time-series data taking national and regional cotton
yield as the dependent variable and the number of tractors, fertilizer con
sumption, mean temperature, and rainfall as the independent variables. The
resulting coefficients, though in the right direction most of the time, did not
provide statistically significant results. This may be because, although the
regressions included fertilizer consumption and to some degree the number of
tractors, two important variables that most likely affected cotton yields were
omitted: namely, irrigation expenditures and the increasing use of high
yielding seeds. Unfortunately, such data were not available.

The second possible approach is to make use of cross-section studies and
identify the relevant inputs. A study by Esen was done expressly for the
purpose of measuring cotton growing farms' productivity in these two regions
for the year 1972.3 It is therefore well suited to the analysis of this section,
although some relevant inputs were not included or were found to be
statistically insignificant (tractor use and seed expenditures) in their effect on
cotton yields. The results of this study are summarized below.

In the study, a sample was drawn from two out of three important cotton
growing regions: Cukurova and the Aegean (Ege). The population consisted
of 243 farmers in the Cukurova planting cotton on 51,000 decares of land
and operating 5 to 4000 decares in Adana Province, and, in· the Aegean, of
373 farmers planting cotton in 21,481 decares of land and operating 5 to
1000 decares in Denizli Province.

The farms, according to their operation of area, are classified as small,
medium, and large. Rather than defining farm size in absolute terms, it was
defined relative to the sizes of farms found in each region. Thus a "small
farm" of 180 decares in the Cukurova could be considered a large farm were
it found in Denizli, which is a-province of much smaller-sized farms. The
defmitions used in the Esen study are listed in Table 8.2. The 616 farms that
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TABLE 8.2
Decares ajFarmland Operated

Small farm
Medium finn
Large farm

<;ukurava

10-199
200-499

500

Denizli

10-89
90-149

150

Source: Esen, Ahmet Recep, Turkiye Pamuk Ureti
minde Verimlilik Olt;umu ve Analizi (Ankara: MPM,
1973).

comprised the population were grouped into the above categories, and, using
random selection, 20 sample farms were drawn from each stratum.

The questionnaire-one that is adapted from FAO sources-was applied
to these 120 farms, and a total of 107 usable returns were obtained (Adana,
53 farms, and Denizli, 54 farms).

Production was hypothesized to be a function of farmland planted to
cotton, family labor, hired labor, nitrogenous fertilizer, phosphorous fertili
zer, pesticides, and other inputs as represented by their cost. Cobb-Douglas
type production functions were fitted separately for each region and for the
aggregate data.

For the aggregate data, variations in these variables "explained" 94
percent of the variation in cotton production, with land, hired labor, and
fertilizer accounting for the largest contribution to production. While land
and labor are traditional inputs, fertilizer can be regarded a "modem" input.
However, one should note that the equation does not take into account
differences in land quality between regions, and most probably it does not
incorporate the expenditures made on the individual farmlands (such as
leveling and irrigation). Thus to some extent it hides the role of the other
significant inputs such as improved farm practices, the increasing use of a
higher variety of seeds and irrigation water. Esen also estimated production
functions for the two regions separately in which certain inputs were jointly
tested.

In Adana the production function suggests that land and labor alone
account for most of the variation in cotton production. The contribution of
fertilizer consumption comes out to be negative as expenditures on pesti
cides, etc., as well as fertilizers are not significant at statistically acceptable
probability limits. In Denizli fertilizer as well as land and labor were made
statistically significant. contributions to production.

The regional production functions prove helpful in identifying the effects
of inputs in different regions. The contribution of land and labor are impor
tant and statistically significant in both regions. The statistical contribution of
fertilizer is important only in Denizli. A possible explanation of this is that
fertilizer in the Adana region may be used in quantities well beyond the



Distribution ofIncome Among Cotton Producers 253

economically optimum point, in which case it would not show up as a
statistically important input in the production function. This explanation is
consistent with the common observation of extension service personnel that
fertilizer used on cotton in the Adana area is far above recommended doses.
While the reason for this is not clear, it may have to do with the fact that
"excess" fertilizer benefits the crop following cotton, and this is not as
"irrational" as it might appear. There also may be other reasons for heavy
fertilizer use related to the workings of the fertilizer allocation system.

In conrast to Adana, in Denizli, fertilizer does appear important probably
because it is used in amounts below or at the economic optimum. Such
reasoning is consistent with Esen's remark in a follow-up study where he
observes that "fertilizer consumption in Adana is 5 times as much, and
pesticides + other expenses input is 30 times as much as Denizli region."

In the Adana production function, the contribution of land shows up as
being substantially greater in Adana Province than in Denizli, a fact which
may reflect the high quality of Cukurova land and the extensive land
improvement activities carried on in Adana under a WorId Bank project. The
importance of improvement in the land variable is apparent in another study
by Mann.4 Table 8.3 indicates the dramatic increases of yields due to
investment in improvements on land.

For such inputs as the leveling of the land and irrigation facilities, the

TABLE 8.3

Cotton yield (kg/da)
Gross revenue/da

(@ 3.50 TL/kg)
Cost/da
Net income/da

Before Land
Development

175
612

500
112

After Land
Development

375
1312

500
812

producers had to wait until the state projects came into use. Therefore, the
land variable in the production function to some extent is a "catchall" input
which makes a separate evaluation of improved technology rather difficult.

Certainly some means should be found to disassociate the effects of land
improvements on cotton production. Like other yield-increasing factors, it
should be noted that investment in land improvements is capitalized into land
values and is reflected in land rents. Thus it influences costs of production,
since these include rent. The Chambers of Agriculture's arguments to pres
sure the government for support prices for cotton also may have repercus
sions on resource allocation in cotton production as well as income distribu
tion.



254 Metin Berk

Government Policies and Their Effects on Income
Distribution of Cotton Producers

As explained at the outset, the main focus of this study is the effect of
government policy on the distribution of income among cotton producers.
Before this subject could be addressed, it was necessary to explore the
changes which had taken place in cotton production and productivity, parti
cularly the role of various inputs in increasing cotton yields. Now that the
latter subject has been examined, it is now possible to tum directly to the
question of shifts in the. income distribution. There are various ways that
government policy affects the distribution of income of cotton producers.
These include the following:

1. Subsidies on various inputs, including especially the cost of irrigation water
2. Direct investment in the improvement of the farmer's land with no or low

charge for the service
3. Government tax policy
4. Provision of support prices for the cotton produced by market intervention by

the government
5. Policies relating to land reform, farm size, etc.
6. Policies which tend to expand or restrict access to inputs, knowledge, and credit

7. Type of research supported by the government
8. Type of supporting institutional infrastructure encouraged or provided by the

government

A number of these issues are beyond the resources and scope of the
present study. Agricultural taxation and land reform policy in particular have
a major effect on income distribution but are not discussed here. Suffice it to
say that agricultural taxation is very limited (except for some past periods of
differential exchange rates for cotton exports) and that there has been little
land reform activity in the cotton production areas. In this study, some
attention is devoted to input subsidies, more attention to land improvement
without charge to the farmer, and the most attention to the role of support
prices.

All of the three policy instruments noted above tend to be a means of
increasing agricultural incomes. In Turkey, as noted in Chapter 4, average
income per capita in agriculture is only 26 percent of average income per
capita in industry in 1973. With the majority of the population still in the
rural areas, for many years Turkish governments have attempted to use all of
these instruments as a means of improving agricultural incomes.

On the input side, government policy has been in effect to apply "control
led" prices on most modem inputs. Most input prices are state-announced,
and/or the allocation of the inputs is through state agencies.

The case of fertilizer allocation and pricing is a good example in this
respect. The fertilizer committee of the Ministry of Agriculture computes the
yearly fertilizer requirement of the country. Then, after deducting domestic
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production of fertilizer companies, it issues the program of importation to
Tiirkiye Zinu DonatIm Kurumu, TZDK (Turkish Agricultural Supply Of
fice), for implementation. The above committee also provides a separate
importation program for implementation for two other agencies: the Agricul
tural Credit Cooperatives' Central Association and Tiirkiye Seker Fabrika
Ian A.S. (Turkish Sugar Company). Fertilizers imported by the latter agency
are distributed solely to sugar beet growers. Ziral Donatlm Kurumu, through
international bidding, completes its mission of importation and accepts
deliveries of fertilizer to be used on Turkish farms. Thus importation and
allocation of fertilizer to farmers is left essentially with state agencies.

The pricing mechanism of fertilizer purchased by TZDK is another
interesting phenomenon. The above-mentioned fertilizer committee meets
twice a year and, after consultation with the State Planning Organization,
advises government in setting purchase prices (for locally produced fertilizer)
and sales prices for various types of fertilizers. The government announces
these prices in the form of a decree.

Fertilizer producing companies in the country provide their total produc
tion to TZDK and collect their bills from the fertilizer fund established at
Ziraat Bankasl (the State Agricultural Bank). From time to time, the sources
of the fund get depleted, and the fertilizer companies experience financial
problems. In 1973 alone, the 2-billion-TL fertilizer subsidy fund of TZDK
had to be increased by 1.3 billion TL.

Generally, the government-set prices of fertilizer have been well received
by farmers' associations. For a considerably long period of time (1969
August 1974) they were kept constant. When fertilizer prices increased as a
result of the oil price increase, powerful pressure groups were instrumental in
securing an additional subsidy from the state.5

On the subject of fertilizer studies, while a detailed examination is beyond
the scope of this study, a few general observations may be made. According
to a study by the State Planning Organization, the benefits of fertilizer on
cotton are extremely high. The ratio of monetary benefits to cost for cotton
was reported to be 11, whereas for cereals it was about 3, for sugar beets 4,
beans 5, and rice 10.6 Therefore, because of the high profitability of fertilizer
on cotton, cotton farmers have received a large share of total fertilizer
relative to cotton's share in land area. This tendency was particularly
apparent in the early 1960s when cotton received over 20 percent (see Table
8.4) of the fertilizer yet accounted for less than 5 percent of the area sown. As
noted in Chapter 7, p. 213, with the introduction of fertilizer-responsive high
yielding wheat seed, the proportion of fertilizer used on cotton decreased.
However, the share of fertilizer used on cotton remains substantially greater
than cotton's share in the total area sown. Therefore a disproportionate share
of the total fertilizer subsidy accrues to the growers of cotton.

While fertilizer subsidies have been important, it is government-financed
irrigation and land development that have represented probably the greatest
direct subsidy to the cotton growing area. Since benefits and costs accruing to
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TABLE 8.4
Fertilizer Consumption Reportedfor Use on

Cotton Compared to Total Fertilizer Consumption

Fertilizer Cotton as
Total Reported Reported Percent of

Fertilizer for Cotton Sown Area

(000 tons) 000 tons % %

1963 425 92 22 4.1
1964 532 115 22 4.4
1965 803 179 22 4.5
1966 1026 245 24 4.6
1967 1538 292 19 4.6
1968 2116 306 14 4.6
1969 2448 310 13 4.0
1970 2211 316 14 3.4
1971 2536 380 15 4.3
1972 3284 514 16 4.7
1973 3720 533 14 4.2
1974 3136 528 17 5.1 a

1975 3692 479 13 4.1 a

Source: Ministry of Agriculture, unpublished data.
aEstimated.

the producers can be estimated, it is somewhat easier to demonstrate the
effect of this type of subsidy on income distribution.

There exists a considerable gap between the amount of land served by
completed primary water delivery systems and the amount of this land on
which land-leveling, drainage, and delivery systems have been completed.
The practice of financing such on-farm improvements within state project
areas is through the government (TOPRAKSU) budget. The implications of
such financing for income distribution in the Seyhan region is studied in
Mann's excellent report.7

The Seyhan irrigation project area is a cotton producing region in the
Cukurova which exhibits the most concentrated landownership pattern of the
eight projects cited in Mann's study. Here nearly 80 percent of the land is
owned by 20 percent of the farmers. To this project TOPRAKSU allocated
227 million TL (or 46 percent of its budget) during the period 1965-1971.
Mann estimates that of the land-leveling activities provided to a total of 2488
farms, the largest 152 farms have received· half the land leveling, and the
largest 23, one-fifth. At an average cost of 260 TL per decare, this amounts
to a government-financed investment of 1976 TL per farm for the lowest
farm group to almost 1 million TL per farm to the top 0.9 percent of the
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farms. The distribution of this government investment by size class is shown
in Table 8.5. The total amount ofland leveled was arranged by size classes as
shown. Column 1 shows the number of farmers per class and column 2 the
percentage in each class. Column 3 shows the amount of leveled land
belonging to each size class and column 4 expresses this as the percentage of
leveled land belonging to each class. Columns 5, 6, and 7, respectively, show
per farmer averages of land leveled, investment cost to the government, and
the added income accruing to the farmer as a result of the investment. With a
benefit/cost ratio of 2.3 there appears to be no economic reason for the state
to finance on-farm land development. This fact is taken note of in the third
five-year development plan which specifies the objectives and measures that
should be taken8

: "Pay-back issue of irrigation investments will be reorgan
ized in 'tier form' so as to take into account the repayment capacity and land
value ofthe participants and measures will be taken to insure that full costs of
on-farm development financement are recovered." However, discussion with
TOPRAKSU officials revealed that as yet no major steps have been taken on
the issue which is a significant· income and wealth transfer to cotton pro
ducers.

Another significant income-influencing policy of the government is on the
output side, that of support prices. Turkish governments have a long tradition
of supporting agricultural products; such crops as wheat, sugar beets, tobac
co, hazelnuts, tea, and cotton are among the more important ones.9

Insofar as cotton production is concerned, the government included this
crop in the support-price framework in 1966, where it still remains.

Originated at various times for different crops, the specific object of this
policy is "to promote in quality and quantity those crops having a direct or
indirect effect, so as to maximize economic development of the country. "10

However vague and generalized in this fashion, this objective irrevocably
turns into an income support policy. Because at the government purchase
price the demand curve for the product is no longer downward-sloping but
becomes horizontal, shifts in the supply curve do not lead to a fall in the price
of the crop but do increase income of the producer by the difference between
the added total revenue and total cost. If returns are high, in the next period
more resources are likly to be employed in this crop.

Support-price policies of governments therefore influence both incomes
and resource allocation. Since the price policy affects all farmers planting
that crop, in the absence of other complementary policies, it may lead to
further income inequalities within the sector as well as misallocation of
scarce resources.

The Turkish Agricultural Chambers of Commerce Association is influen
tial in the setting of crop support prices. Every year, prior to the government
decree of support prices for individual crops, this association prepares a
memorandum and presents it to the Ministry of Commerce. The latter
ministry performs the function ofadvising the government on the formation of
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TABLE 8.5
Allocation ofGovernment-Financed Land Leveling in Seyhan: 1966-1970

(5) (6) (7)
Leveled (1) (2) (3) (4) Average Government Added Net

Land Size Nu,!,berof Percent Leveled Leveled Leveled Land Investment Annual Income
Grouping Farmers of Land Land Per Farmer Per Farmer Per Farmer
(decares) This Class Farmers (decares) (%) (decares) (1000 TL) (1000 TL)

Under 10 223 9.0 1,696 0.4 7.6 2.0 4.6
10-20 360 14.5 5,652 1.4 15.7 4.1 9.4
21-50 668 26.9 25,169 6.4 37.7 9.8 22.6
51-100 492 19.8 35,228 9.0 71.6 18.6 43.8
101-300 469 18.9 81,300 20.8 173.3 45.1 104.0
301-500 124 5.0 47,691 12.2 384.6 100.0 230.8
501-1000 92 3.7 62,630 16.0 680.8 177.0 408.5
1001-2000 37 1.5 51,487 13.2 1391.5 361.8 834.9
Over 2000 23 0.9 80,043 20.5 3480.1 904.8 2088.1
Total 2488 100.0 390,897 100.0 157.1

Source: Charles K. Mann, "Formulating a Consistent Strategy Toward On-Farm Land Development in Turkey," Economic Staff Papers,
Discussion Paper No.8 (Ankara: U.S. Agency for International Development, 1972), p. 28, and calculations by the present author.
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crop support prices. In setting the support price for a given crop, national as
well as international production is considered, as are world crop prices and
stocks as well as the demands of farm pressure groups.

With respect to the cotton price, every year, the Agricultural Chambers'
Association prepares a detailed study of costs of production of a "typical"
plantation. These costs include land rent and interest charges on input costs
of 7 percent. Dividing the total cost by average yield in Turkey provides cost
ofproduction of cotton per kilogram:. To this cost a "rate ofreturn" (profit) of
30 percent is added, and the government is asked to declare this price to be its
support price.

It should be noted that the inclusion of rent means that the return to this
resource is built into the association's cost estimate. Adding an additional 3D
percent return to all resources employed in production, including land, in
essence provides a double return to land: once as rent, and then again as a 30
percent return on that rent. The same argument can be made against
including interest as the cost of capital and then later adding 30 percent as a
return to resources employed. In this fashion, the cost calculations are
increased.

Costs of production and government-established support prices for Antal
ya are shown in Table 8.6. These costs of production exclude the 30 percent
return requested by the association. As can be seen from the table, the
support price generally covered the kilogram costs ofproduction as computed
by the association-excluding the "profit"-until 1972. From then on, two
sets of estimates are shown: the association's and those of the State Planning
Office. If the association's cost estimates are correct, the support price does

TABLE 8.6
Cost ofProduction and Government Support

Prices-Antalya Region: 1967-1974

Costsa

(Kuru~/kg)

Government
support
prices,
Antalya
(Kuru~/kg)

1967 1968 1969 1970 1971 1972

195.5 220.2 228.0 293.2 325.6 461.0
(374.9)

225 225 235 280 335 370

1973

742.1
(522)

590

1974

824.7
(625.9)

790

Source: Devlet Planlama Te~kilatl, "Destekleme Politikasl Uygulamasl Cay,
$ekerpancan Pamuk Fmdlk Ureticileri Uzerindeki Etkileri," Sosyal Planlama
Dairesi, DPT:1476, SPD: 286 (Mart 1976), pp. 33-41, and TUSIAD, Turk
Sanayicileri ve i~ Adamlari Demegi, "Pamuk Sorunu," Yaym No. TUSIAD-T/74
12-10 (istanbul: TUSIAD, 1974), p. 6.

aCosts according to the agricultural chambers. Costs in parentheses are estimates ofthe State
Planning Office.
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not cover full costs, and therefore farmers must have been making losses in
the period 1972-1974. However, the State Planning Organization estimates
indicate that (except in 1972) support prices covered costs including some
margin. Independent research findings on costs for 1974 come closer to the
State Planning Office estimates.u

The wide discrepancy in estimating the costs ofproduction arises from the
fact that land rent is included in the association's cost of production in the
range of 27-33 percent of total costs, whereas the State Planning Office uses
a lower figure. Whether this is actually an expense or a return on the farmers'
investment is another matter. In any event, its estimation is rather subjective.

The net effect of the means used for calculating support prices is to
guarantee fairly high returns to resources employed in cotton production.
Moreover, on the higher-yielding lands-most notably those receiving gov
ernment-supported irrigation and land leveling-unit costs are not much
higher, but output per decare is far greater. Therefore the net profit per decare
is far more on these improved, irrigated lands than on unimproved lands
where yields are below average.

There are three government agencies, located in three main cotton grow
ing areas, which purchase cotton at the support prices. These are agricultural
sales cooperatives: Antbirlik in Anatalya, Tari~ in Ege, and Cukobirlik in the
Cukurova region. They have their own facilities to stock the purchased cotton
and intervene in the market whenever there is a possibility of market prices
falling below government support prices. Lately these three cooperatives
have been buying, at support prices, a substantial percentage of the country's
total cotton production (94 percent in 1971, 65 percent in 1972, and 34
percent in 1973). The cotton is later sold at the going market prices. Since
these are state agencies, their profit or loss is covered by the budget. In fact,
due to slow decision-making processes and also wide divergence between
government and international market prices, these three cooperatives are
estimated to have had losses of 120 million TL in 1971, 206.8 million TLin
1972, and 185.1 million TL in 1973.12 Lately these cooperatives have been
planning vertical integration in cotton (Le., cotton yam and textile factories).

To determine whether agricultural support prices significantly affect cot
ton producers differentially, a test using the Capanoglu data for Adana!3 was
carried out with analysis of variance. While for Adana cotton producers as a
group support prices did significantly bolster net income, there were substan
tial differences by size class of farm.

To estimate to what extent each farm group is affected, the relative
distribution of income is computed for these Adana farmers (1972). Farms
are grouped as small (0--199 decares operated), medium (200-499 decares),
and large (500 and more decares). The distribution of net income, with or
without government support prices, are provided in Table 8.7.

As is clear from Table 8.7, the operators of each size farm would earn
higher absolute net incomes if they had sold their crop at support prices.
However, the relative size of the gain differs greatly among the size groups.



TABLE 8.7

Distribution ofNet Income in Adana: 1972

Percentage Net Income Percent of
Percentage Total Land Percentage Declared of when Gov. Net Income

Land Operated Numberof of Operated ofLand Net Income Declared Sup. Price with Sup.
(decares) Operators Operators (decares) Operated (1000 TL) Net Income Used(1000 TL) Prices

0--199 27 50.94 30.16 18.22 1246.7 16.59 1676.7 19.8
200--499 15 28.30 4.818 29.10 1800.1 23.96 1157.6 25.5
500 and over 11 20.76 8.723 52.68 4466.5 59.45 4618.7 54.6
Total 53 100.00 16.557 100.00 7513.3 100.00 8455.0 100.0

Source: Milli Prodiiktivite Merkezi (MPM), unpublished data.

TABLE 8.8

Size and Income Distribution ofAdana Farms: 1972

Land Percentage of Net Income Percentage of
Land Groups Number of Percentage of Operated Land Received Income

(decares) Operators Operators (decares) Operated (1000 TL) Received

0--50 5 9.43 142 0.86 160.4 21.4
51-89 7 13.21 505 3.05 176.8 2.35
90-149 5 9.43 709 4.28 295.3 3.93
150--199 10 18.87 1,660 10.03 614.2 8.17
200--499 15 28.30 4,818 29.10 1800.1 23.96
500 andover 11 20.76 8,723 52.68 4466.5 59.45
Total 53 100.00 16,557 100.00 7513.3 100.00

Source: MPM, unpublished data.
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The net income of small farms in absolute tenns would have increased by 35
percent, while that of medium farms 20 percent and only 3 percent for the
large fanns. While there are no data available to verify such a hypothesis,
this difference probably arises due to the fact that large farms have alterna
tive means to finance their crop and therefore are not pressured to sell their
cotton before harvest at lower than government support prices. Producers
may also sell at below support prices, due to the fact that government
payments are sometimes in the form of promissory notes which small
producers in need of cash often may sell at a discount.

A comparison of the distribution of income in three cotton growing regions
of the country is provided in Tables 8.8, 8.9, and 8.10. One must realize,
however, that Adana and Denizli results are based on survey data, whereas
for Antalya the data on the number and distribution of producers are derived
from the membership of Antbirlik. Moreover, the computed net income for
Antalya rests on restrictive assumptions. 14 Therefore, one must be cautious
in comparing between regions. The result of these restrictive assumptions are
apparent in Antalya where income is distributed in exactly the same way as
the amount of land operated.

Tables 8.8, 8.9, and 8.10 indicate that income distribution in all regions is
rather unequal. This is especially true in the Adana region where the top
group ofoperators (21 percent) operate 53 percent of the land and receive 60
percent of the net income. On the other hand, small operators are particularly
important in the Antalya region where almost 75 percent of the farmers
operate 43 percent of theland, while the large fann operators (200 decares
and over) comprise 1.35 percent of all operators, although receiving 10
percent of income generated in cotton.

While basically for all regions the importance of operated land and its
conribution to income generations is evident, for the small fanns in Adana
(O-50-decare group) intensive farming and application of modern inputs
seem to have replaced land as important factors of production. That is, their
share in gross revenue is greater than their share in land operated. This same
finding applies also to the large fanns of both Adana and Denizli. While it
cannot be said with certainty, for Adana at least it seems possible that this
fact can be explained by the concentration on the larger fanns of the
government's land development services. As noted in Table 8.5, 20 percent
of total land leveled in the Seyhan project averaged 3480 decares per farm.
While the top 10 percent of the farmers owned 50 percent of the land, they
received 59 percent of the government land leveling. Since leveling is done
with large equipment, it can be done most efficiently on large fields, which
accounts for this bias toward the larger farms. As there has been at least some
land leveling in Denizli, the same explanation might have some relevance
there.

It is useful to regroup the data presented above according to the size
categories presented earlier in this study (the Esen definitions). Denizli
farms, when grouped in this way, show that about 60 percent of the "small"



TABLE 8.9
Size and Income Distribution ofDeniz li Farms: 1972

Land Percentage Net Income Percentage of
Land Groups Number of Percentage of Operated ofLand Received Income

(decares) Operators Operators (decares) Operated (lOOO TL) Received

0--50 14 25.93 440 8.86 14.9° 8.99
51-89 18 33.33 1091 21.98 - a - a

90--149 15 27.78 1722 34.68 83.8 50.54
150--199 2 3.70 309 6.22 13.3 8.02
200 andover 5 9.26 1403 28.26 53.8 32.45
Total 54 100.00 4965 100.00 165.8 100.00

Source: MPM, unpublished data.
aIn the 51-89-decare group, 10 farms have reported a loss cost of 135.835 TL, and therefore they have been omitted from the computations.

TABLE 8.10

Size and Income Distribution ofAntalya Farms: 1974

Land Percentage Net Income Percentage of
Land Groups Number of Percentage of Operated ofLand Computed Computed

(decares) Operators Operators (decares) Operated (l000 TL) Income

0--50 5824 74.19 156,479 42.75 62,841.8 42.75
51-100 1462 18.62 114,310 31.21 45,879.1 31.21
101-200 458 5.83 58,478 15.97 23,470.9 15.97
201-500 102 1.30 34,374 9.38 13,796.8 9.38
Over 500 4 0.05 2,520 0.69 1,011.4 0.69
Total 7850 99.99 366,261 100.80 147,000.0 100.00

Source: Devlet Planlama Te~kJ.latJ., "Destekleme Politikasl Uygu1amasi Cay, Sekerpancan Pamuk FIWk Ureticileri Uzerindeki Etkileri,"
Sosyal Planlama Dairesi, DPT: 1476, SPD: 286, (Mart 1976), pp. 33--41.
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farms operate 31 percent of the land and receive 30 percent of gross revenue
(input costs not deducted), while the 13 percent representing the "large"
farms operate 35 percent of the land and receive 40 percent of gross revenue
(input costs not deducted). As noted earlier, it must also be realized that,
under the Esen size definitions, large farms in Denizli correspond to medium
sized farms in Adana, and small- plus medium-sized farms combined in the
former region make up the small-sized farm group in the latter.

It can be concluded that income in all cotton producing regions is
unequally distributed. The primary reason for the inequality is the underlying
unequal distribution of the land operated by the farmer, most of which is
owned by the farmer himself. Another factor is probably a greater amount of
land development on the larger farms. Other reasons likely to bias the
distribution of income generated in cotton toward larger farms is accessibility
of government policies pursued in agriculture. In other words, it is not
sufficient to have a price-support policy if other supplementary policies
such as access to credit, fertilizer, and other inputs at the right time and in the
right amount-do not exist or they cannot be utilized by all operators in
required amounts.

Conclusion

Over the years under study, Turkish cotton production has increased
significantly. In the earlier part of· this period, the increase was due to an
expansion in the area ofcultivation. After this initial expansion, however, the
main thrust of the increase has been through application of yield-increasing
technology. In other words, a discontinuity in production, a major shift in the
structure of cotton production, occurred in the late 1950s when the resource
mix was altered significantly. The application ofmodem technology seems to
have been capitalized into land where it still commands an overall impor
tance in the distribution of income. The main reason for the above phenome
non is the government policies pursued in cotton production. It has been
shown that government policies have not been utilized across the board in
equal weights for all farmers. Even if the governmeat could give equal weight
to all farmers, such policy as price supports cannot alleviate the already"
unequal distribution of incomes in cotton due to unequal landownership. On
the contrary, the evidence points out that the present price policy has an
unequal impact and may further distort the distribution of income. Thus it
becomes an instrument of a self-defeating policy. Similarly, on-farm invest
ments by government have resulted basically in creating a further dichotomy
between the farm landowners receiving these investments and those who do
not. While the costs of production are essentially the same in both groups,
due to yield-increasing effects ofon-farm land investments, one group had the
possibilities of increasing net income and-due to the increased value of the
land-wealth, while the other group received no such benefits.
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In the absence of a well-coordinated "package" of policies (including
income taxes and "user charges" for government-provided irrigation invest
ment and services, government policies, as they exist presently, seem
doomed to fail in bringing about a more equal distribution of income from
cotton production.
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CHAPTER 9

Urbanization and
Income Distribution in Turkey

Michael N. Danielson and Ru§en Kele§

Turkey is one of the most rapidly urbanizing countries in the world with an
average annual increase of urban population of 7 percent since 1950. As
indicated in Table 9.1, Turkey's urban areas have been growing much more
rapidly than the rest of its population. As a result, the urban share of the
population-measured in terms of cities with 10,000 or more residents1



more than doubled during the past quarter century, increasing from 18.5
percent in 1950 to 41.5 percent in 1975. See Table 9.2. Large cities have
grown even faster, with cities over 100,000 experiencing an average yearly
increase of 9 percent over the same period. Urban growth also has multiplied
the number of urban centers in Turkey. Localities with more than 10,000
inhabitants rose from 66 in 1927 to 106 in 1950 and 292 in 1975. Even with
this rapid expansion in the number of cities, the average size of cities has
steadily increased, from 33,000 in 1940 to 57,000 in 1975.

As in most nations, rapid urbanization in Turkey has been closely asso
ciated with economic development and modernization. Industrial growth has
spurred the expansion of cities, which in tum has generated further economic
development of the service sector. Industrialization has occurred primarily in
larger cities or has transformed smaller localities into substantial cities. The
concentration of economic development in cities has resulted in relatively
high incomes for urban dwellers. According to a recent national survey, the
average income of urban families in 1973 was 30,223 Turkish lira (TL),

TABLE 9.1
Annual Rate ofPopulation Change: 1950-1975

Period

1950-1960
1960-1970
1970-1975
1950-1975

Total

2.9
2.5
2.5
2.7

Rural

1.9
1.5

-0.1
1.3

Urban

6.4
5.1
7.2
6.0

Cities over 100,000

6.9
7.0
9.0
7.4

Source: State Statistical Institute, population censuses.
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TABLE 9.2
Urban and Rural Population: 1927-1975

Total Urban Percent Rural Percent
Population Population Urban Population Rural

1927 13,648,000 2,236,000 16.4 11,412,000 83.6
1935 16,158,000 2,684,000 16.6 13,474,000 83.4
1940 17,821;000 3,234,000 18.1 14,586,000 81.9
1945 18,790,000 3,441,000 18.3 15,348,000 81.7
1950 20,947,000 3,884,000 18.5 17,063,000 81.5
1955 24,065,000 5,329,000 22.1 18,736,000 77.9
1960 27,755,000 7,189,000 25.9 20,566,000 74.1
1965 31,391,000 9,343,000 29.8 22,048,000 70.2
1970 35,605,000 11,821,000 33.2 23,784,000 66.8
1975 40,348,000 16,730,000 41.5 23,619,000 58.5

Source: State Statistical Institute, population censuses.

compared with 20,272 TL for rural families and 24,694 TL for all families. 2

See Table 9.3. Expanding city economies and higher incomes have fueled
urban growth, as millions of rural Turks have migrated to the burgeoning
cities, seeking employment, higher incomes, and better lives.

Although urbanizing very rapidly, Turkey remains much less urbanized
than most highly developed nations or than any of its prospective partners in
the European Economic Community. On the other hand, Turkey is more
urbanized than India, Indonesia, Pakistan, and most other developing na
tions. Moreover, Turkey should continue to urbanize rapidly in the decades
ahead. Turkey's rural population continued to grow until 1970 despite the
enormous urban migration of the past quarter century, largely because of
public health improvements in rural areas which have reduced infant mortal
ity and increased life expectancy. This large rural population, which exceed
ed 23.6 million in 1975, will continue to feed massive migration to the cities

TABLE 9.3

Average Family Income: 1968 and 1973

Family Income (TL)

Urban
Rural
National

1968
14,658
8,181

11,761

1973
30,223
20,272
24,694

Source: Tuncer Bulutay, Serim Timur, and Hasan Ersel,
Turkiye'de Gelir Daglllml: 1968, and State Planning Organi
zation, Gelir Daglliml-1973.

Note: For a discussion of the problems inherent in the use of the
income data in the 1968 and 1973 surveys, see Chapter 4.
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as long as urban life offers more opportunities than the villages. With urban
growth expected to continue at an annual rate of 7 percent, more than halfof
the Turkish population will be living in cities by 1985.

As in the past, much of this growth will be concentrated in cities of
100,000 or more, which are expected to account for three-quarters of the
urban population by 1985.3

Before turning to a detailed examination of urbanization in Turkey and its
implications for income distribution, some clarification is needed of the
concepts of "urbanization" and "income" as used in this paper. Urbaniza
tion clearly is a key element of the modernization process. Migration, the
growth of urban economies, and the rapid expansion of cities tend to be
inherent features of modernization. Yet urbanization is not just another term
for modernization or industrialization. Rather, urbanization deals with a
particular aspect of the development process-the concentration of popula
tion in relatively large settlements. Conceiving of urbanization in spatial
terms, however, need not imply an exclusive concern with demographic
aggregations. Concentrating people into large settlements produces far
reaching economic, social, and political changes, such as the specialization
of the urban labor force, alterations in urban family structure, and changes in
the political attitudes of urban dwellers, as well as a wide range of new tasks
and conflicts to be faced by urban political institutions. Our concern is with
urbanization as a spatial concept which encompasses a wide range of
demographic, economic, political, and social factors.

In considering income and its distribution in urban Turkey, we are
concerned with public services as well as income derived from earnings, rent,
and other conventional sources. Concentrating on conventional income
provides only a partial picture of the relationship between urbanization and
the distribution of benefits in a society. Widespread availability of public
services can mitigate differences in conventional income, for example, by
providing universal health care or low-cost land for homesites. On the other
hand, defining the scope of the public sector narrowly increases the impor
tance of conventional income. And concentrating municipal services in areas
where earnings are relatively high reinforces income differences. To the
extent permitted by the availability of data, we shall examine the relationship
between urbanization and the distribution of education, health, water, hous
ing, electricity, and other public services in Turkey as well as of more
conventional sources of income.

Migration and the Growth of Turkish Cities

Migration rather than natural increase is the primary source of urban new
comers in Turkey. Although the urban population has been growing five
times faster than the rural population, birth rates are 40 percent higher in the
villages than in the cities.4 The difference, of course, is made up by migration.
By the mid-1970s, as many as 650,000 rural dwellers a year were migrating
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to urban areas. While a substantial majority of migrants eventually settle in
the larger cities, many initially move from a village to a smaller city.
Evidence of the role of step migration is provided by studies of the Turkish
Demographic Survey which indicate that a larger portion of migrants to cities
come from other cities than from rural areas. ~

Rural-urban migration also has been affected by the movement of close to
1 million Turkish workers to Western Europe during the past 15 years.
Almost half of those who migrate abroad have been from rural areas.6 Had
they not left for jobs in Europe, most of these rural dwellers would have
joined the flow from the villages to Turkish cities. Thus, international
migration has played a role in reducing the number of rural migrants to urban
areas. This reduction, however, is temporary rather than permanent in the
case of many rural dwellers who have migrated abroad. In effect, these rural
Turks have been urbanized in Europe, where they have lived in cities and
acquired urban tastes. When they return to Turkey, they tend to settle in
localities distinctly more urban than their points ofdeparture. With the recent
sharp decline of employment opportunities for Turkish workers in Western
Europe, the number of returning workers has been increasing, as has their
impact on the growth of Turkish cities.

Migrants and Squatter Settlements

As in most developing nations, urban migrants in Turkey have generated
demands for low-cost housing that cannot be met by the private market or
government. Too little private housing has been available in Turkish cities,
and most conventional units are too expensive for low-income migrants.
Government has been unwilling to make the enormous investments that
would be required to provide housing for the millions who have migrated to
the city. As in other rapidly urbanizing societies, migrants have responded to
the critical housing shortage by occupying land illegally and building squatter
housing, or gecekondu, which literally means "housing built overnight."
Turkish law defines gecekondus as "dwellings erected, on the land and lots
which do not belong to the builder, without the consent of the owner, and
without observing the laws and regulations concerning construction and
building."7

Squatter settlements quickly became the main source of low-cost housing
for urban migrants. As rural dwellers poured into Turkish cities, the number
of gecekondus expanded rapidly, from 100,000 units in 1950 to 800,000 in
1975. See Table 9.4. Over 4 million people lived in squatter housing in 1975,
or more than one-quarter of the urban population. Development of squatter
settlements has been most striking in the larger cities, where migration has
been the heaviest and housing shortages most severe. Almost two-thirds of
Ankara's population lived in squatter housing in 1968, while Istanbul, Izmir,
Adana, Samsum, and Erzurum all housed more than one-third of their
residents in gecekondus. See Table 9.5. The vast majority of these gecekondu
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TABLE 9.4
Squatter Housing: 1945-1975

1945
1950
1960
1965
1970
1975

Number ofSquatter
Dwellings

10,000
100,000
250,000
400,000
600,000
800,000

Percent ofUrban
Population Living

in Squatter Housing

1.4
12.8
17.9
19.0
25.3
26.6

Source: R. Ke1e~, 100 Soruda $ehir1e~me, Konut ve Gecekondu.

dwellers were recent migrants, with one survey indicating that 84 percent of
all squatters originated in rural areas.s

Squatter housing in Turkey tends to be a good deal more substantial than
the flimsy shanties found in many Asian and Latin American cities. The
average gecekondu represented an investment of approximately 20,000
25,000 TL, or four to six months wages for the typical squatter in 1975.9

Brick construction is common, and dwellings typically are expanded and
improved over time, with the more established gecekondu settlements diffi
cult to distinguish from other lower-income urban neighborhoods. Nonethe
less, most squatter housing in Turkish cities has serious deficiencies. Severe
overcrowding is common, with an average of 2.3 households comprising 11
people living in 40 to 60 square meters of floor space. Gecekondus average
2.6 people per room, compared with 2.0 for all urban housing. Squatters
often build on unsuitable sites, which leads to severe drainage and sewage
problems. Many units are unsound, and 70 percent are estimated to be in

TABLE 9.5
Squatter Housing in Large Cities: 1969

Ankara
Istanbul
Izmir
Adana
Bursa
Samsum
Erzurum
Diyarbakir

Percent ofSquatter Units
in Total Housing Stock

65
40
25
49
22
41
40
13

Percent by City
Population Living

in Squatter Housing

65
45
35
45
25
36
35
20

Source: C. Geray, "Gecekondu Sorununa Toplu Balos," pp. 11-28.
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need of repairs. Light, ventilation, and sanitary facilities typically are inade
quate. Over two-thirds of all squatter housing lacks running water, and more
than 40 percent of the units have no electricity.

Despite these serious shortcomings, gecekondus continue to expand rap
idly. In part, the spread of squatter settlements reflects the lack of viable
housing alternatives for most migrants. Gecekondus usually are cheaper and
more spacious than whatever other housing is available, and squatter settle
ments typically have been developed by migrants already living in the city
who wanted to improve their housing. Another attraction of gecekondus is
their location. Many squatter settlements have grown up adjacent to new
industrial developments and thus afford some residents easy access to their
jobs. Gecekondus also offer rural migrants community solidarity and mutual
assistance in the struggle to establish a foothold in the city. Migrants from the
same family, village, and region tend to cluster in squatter settlements.
Solidarity is reinforced by communal efforts to establish a gecekondu, secure
title to the land which has been illegally occupied, and obtain water, electri
city, and other public services from local authorities. Finally, migrants are
drawn to squatter settlements because of their widespread desire to own a
home. About 60 percent of all gecekondu dwellings are owned by their
occupants. The remainder are rented to migrants, often by gecekondu entre
preneurs who have flourished by building illegal dwellings for sale or rent to
urban newcomers.

Economic Assimilation ofMigrants

Rural dwellers in all urbanizing nations are attracted to the city by the
prospect of jobs, higher incomes, and a better life. In Turkey, the vast
majority of migrants have found some sort of employment in the cities. As
indicated in Table 9.6, less than 10 percent of those living in gecekondus in

TABLE 9.6
Urban Unemployment: 1962-1987

1962
1967
1972
1977
1987

Total
Unemployment

(000)

985
1440
2575
2079
2500

Urban
Unemployment

(000)

235
530
725

1483
2000

Urban Proportion
ofTotal
(percent)

24
37
28
71
80

Source: Third Five- YearDevelopmentPlan (1973-1977) (Ankara: State Planning
Organization, 1973: Turkey 1976 (Istanbul: Association of Turkish Businessmen and
Industrialists, 1976).
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the major cities were unemployed in 1966. These official data on unemploy
ment, however, do not take into account underemployment in Turkish cities.
One study indicates that while only 3.5 percent of Ankara's squatters were
unemployed, another 16.5 percent were underemployed.1O The Ministry of
Reconstruction and Resettlement has estimated that the proportion of under
employed gecekondu residents in Ankara and Izmir ranges as high as 70
percent,u The third five-year plan estimates that "750,000 peole in urban
areas are ... either unemployed or working in low productivity occupations"
and predicted that "these unemployed or underemployed urbanites will reach
two million in 1987."12

Substantial unemployment and underemployment in Turkish cities reflect
the failure of the urban economy to grow as rapidly as the expansion of the
urban labor force. As in almost every developing nation, more rural dwellers
are attracted to the cities than can be fully employed by the urban economy,
and particularly by the industrial sector. In most of Turkey's larger cities, as
shown in Table 9.7, population growth has been outstripping industrial
development. Some of this gap between industrial and population growth has
been made up by the rapid expansion of the service sector, which has been
growing faster than the industrial sector in almost all cities. Throughout
urban Turkey, services account for a significantly larger share of the econo
mically active population than industry. This growth of the urban service
sector has absorbed a substantial portion of the rural influx, particularly
among the unskilled and poorly educated. Large numbers of migrants are
employed in retail trades, street vendoring, and other services. And it is the
service sector which accounts for the widespread underemployment in urban

TABLE 9.7
Industrialization and Urbanization in Large Cities: 1950-1967

Istanbul
Ankara
Izmir
Adana
Bursa
Eski~ehir

Gaziantep
Konya
Kayseri

Industrial Indexa

(1950 = 100)

240
446
139
179
154
170
115
242
155

Urbanization Indexb

(1950 = 100)

178
313
174
246
205
194
220
245
194

Source: R. Kele~, "Alternatif Sehirle~me Hareketlerinin Maliyeti Hakkinda On
Rapor.

aNumber of industrial workers.

bPopulation of the city.
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Turkey, as large numbers of migrants find work as street hawkers, porters,
bootblacks, messengers, and other marginal occupations characterized by
intermittent employment and low productivity. See Table 9.8.

The Governmental Response to Rapid Urbanization 13

Migration and the explosive growth of cities have overwhelmed the urban
public sector in Turkey. No major public service has kept pace with the
enormous increase in urban population or the territorial expansion of cities.
Water supply, sewage disposal, drainage, electrical power, streets, public
transport, health facilities, and schools are seriously deficient in every city.
The public sector supplies little housing, and government has failed to control
the massive development of squatter settlements. As a result, large amounts
of urban housing are overcrowded and built illegally without reference to
building codes or other public standards. Pollutants foul the air and water of
most Turkish cities. Ankara has one of the worst air pollution problems in the
world, and the coastal waters around Istanbul and Izmir are increasingly
polluted by industrial wastes and inadequately treated sewage. Urban plans
have had minimal impact on the sprawling growth of most cities, whose
haphazard settlement patterns are determined primarily by the locational
decisions of industrial enterprises and the availability of land for the legal or
illegal construction of private housing.

In attempting to deal with rapid urban growth, city governments in Turkey
have faced a number of formidable constraints. They lack sufficient financial
resources to provide even minimal municipal services for most of their
burgeoning populations. Trained personnel to operate urban public services
are in short supply throughout Turkey. Private property rights are strongly
protected under Turkish law, making land use difficult to control and private
property expensive to acquire for public purposes,14 Squatter settlements
tend to be located, as Ttimertekin emphasizes, "at the outskirts of cities,

TABLE 9.8
Proportion ofthe Economically Active Population

in Various Sectors in Large Cities: 1970

Industry Services Other

Istanbul 38.9 56.2 4.9
Ankara 20.1 69.6 10.8
Izmir 34.7 53.6 11.7
Adana 31.7 45.9 22.4
Bursa 40.4 41.1 18.5
All cities over 10,000 32.6 56.8 10.6

Source: "Population Census, 25 October 1970 Sampling Results," Publication
No. 659 (Ankara: State Statistical Institute, 1972).



Urbanization and Income Distribution 277

making it difficult for public services to serve them, and requiring large
investments."1S Increasingly, residential development spills over the bounda
ries of the central city, attracted by the availability of inexpensive land, fewer
public controls on development, and the improved accessibility provided by
highway improvements. Istanbul is surrounded by more than 20 separate
municipalities and Izmir by 10, and as indicated in Table 9.9 these surburban
areas are growing much more rapidly than the central cities. In most of these
expanding surburbs, government is even less effective than in the central
cities, in terms both of providing public services and regulating urban
development.16

Inadequate governmental responses to rapid urbanization also reflect
national priorities, which have strongly favored public investments in indus
trial development over outlays for urban infrastructure, housing, and social
services. Turkish economic planners, like their counterparts in most urbaniz
ing nations, have limited public expenditures for city services and facilities
because such investments are seen as less productive than industrial develop
ment. Low priority for municipal services and facilities, however, has not led
the central government to seek to restrict urban development. Quite the
contrary, the five-year development plans have encouraged urbanization,
which is seen as essential to continued industrial development. In effect,
Turkey has spurred rapid urbanization by concentrating public resources
on industrial development but has been unwilling to deal effectively with
the consequences of these policies for the cities and their inhabitants. Local
governments have had little choice but to follow Ankara's lead, since they
depend heavily on the central govrnment for their powers, priorities, and
financial resources.

Within this framework, most governmental efforts in urban Turkey rein
force intraurban income differences. Because public investments in such
critical areas as health, education, and housing are low, city dwellers with
higher incomes are able to command far better health care, educational
opportunities, and housing facilities than recent migrants. Moreover, Tur-

TABLE 9.9
City and Suburban Growth in Istanbul and Izmir:

1940-1975 (1940 population = 100)

1940
1950
1960
1970
1975

City

100
124
185
269
319

Istanbul

Suburb

100
134
579

2111
4050

City

100
124
196
283
346

Izmir

Suburb

100
125
371
691

1092

Source: Population censuses.
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key's limited public investments in housing and urban infrastructure tend to
benefit higher-income groups. In the case of housing where direct govern
mental investment represents less than 5 percent of total investment, middle
and upper-income urban families are the primary beneficiaries of existing
programs. At the other end of the socioeconomic scale, Rivkin emphasizes,
"all efforts at developing low cost housing for the peasant migrants [have]
met with failure."17 Within cities, public services tend to be concentrated in
the more established, higher-income areas. Because of their illegal nature,
squatter settlements initially lack even the most rudimentary public services.
Only through persistent political effort are gecekondus able to secure public
facilities. The response of government to these pressures, however, is con
strained both by limited public resources and by the enormous growth of
squatter settlements seeking more public services from hard-pressed local
agencies.

An important exception to the general lack of redistributive effects of
governmental programs in urban Turkey has been legalization of squatter
housing. Initially, government responded to the development of gecekondus
by seeking to prevent the establishment of squatter settlements and· thus
protect private property and public lands from illegal occupation. I8 But
prohibition failed, largely· because of political resistance from the growing
number of voters in squatter settlements. "Neither the national government
nor the municipal authorities," Ozbudun points out, "have shown much
inclination to enforce such laws strictly. It has often been observed that in the
weeks preceding national or local elections, gecekondu-dwellers were given
at least verbal assurances of legalization, and that such times were the most
intense periods of construction. "19 As a result of these political realities,
which have been bolstered by the inability of government to provide alterna
tive housing, a substantial number of gecekondu dwellers have obtained title
to their land. The net effect of legalization has been to transfer valuable
property rights to lower-income city dwellers. To be sure, not all squatters
have benefited from these policies, and some gecekondu landlords have
received disproportionately large benefits. Legalization also has encouraged
squatting on public land, thus reducing its availability for other public
purposes. Nonetheless, the overall effect of legalization of squatter settle
ments has been somewhat redistributive, in sharp contrast to the overall
thrust of government's response in Turkey to mass migration and rapid
urbanization.20

Urban Development and Spatial Inequality in Turkey

Urbanization has not spread its benefits and costs evenly across the
Turkish landscape. The pattern of urban development has been strongly
shaped by differences among rural and urban areas, geographic regions, cities
of various size, and districts within the main urban centers. These rural
urban, regional, interurban, and intraurban disparities, in tum, have had a
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substantial influence on the relationship between urbanization and the distri
bution of income and public services.

Rural-Urban Differences

Disparities between life in the cities and in the villages underlie mass
migration and rapid urbanization in modem Turkey. Rural dwellers have
lower incomes, receive less adequate public services, and enjoy fewer ameni
ties than inhabitants of the cities. As shown in Table 9.10, average family
income in cities in 1973 was reported by the Hacettepe population survey to
be 50 percent higher than in rural areas. While there is some evidence in
these surveys of a narrowing of rural-urban income differences in recent
years, the gap between rural and urban incomes remains sufficiently wide
that low-income squatters in the cities typically have considerably higher
incomes than most villagers. While cost-of-living differences between urban
and rural areas are important, they are not sufficient to offset the gap in
earnings. Moreover, price increases in most of the consumer goods caused by
rapid inflation affect both rural and urban populations as exemplified by
sugar, wheat, textiles, meat, tobacco, and building materials.

Urban-rural differences are magnified when public services are taken into
account. According to a World Bank study in 1975, 35,000 villages lacked
electricity and another 22,000 were without running waterY Less than one
sixth of all rural households had electricity or running water in 1970. By
contrast, two-thirds of the urban households had water, and more than three
quarters received electricity. Lacking water, rural homes are less likely to
have toilets or baths in the house than urban households. Inadequate electric
services, along with low incomes, means far fewer rural than urban families
have refrigerators, washing machines, and other electric appliances. Many
more city than rural dwellers also have telephone service and own private
automobilesY See Table 9.11.

Education, health, and transport services are poorer in rural than urban
areas. In the case of education, the proportion of school-age children attend
ing primary schools in rural areas is only 61 percent that of urban areas. In
most villages, one teacher handles all the classes in a school rather than a

TABLE 9.10
Average Family Income: 1973

Urban
Rural
National

Family Income
(TL)

30,223
20,272
24,694

Index
(national = 100)

122
82

1-0

Source: State Planning Organization, Gelir Dagz l,m, Arastzmasl-1973.
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TABLE 9.11

Urban-Rural Differences in Household Items: 1973

Item

Percent ofHouseholds with Item

Urban Rural

Radio
Refrigerator
Washing machine
Television
Telephone
Private car

86.1
39.7
21.7
11.2
7.3
4.4

62.7
8.8
2.2
0.9
1.2
1.2

Source: Unpublished data from the 1973 Hacettepe population survey.

single grade as in most urban schools. Rural literacy rates are about half that
of the cities. Infant mortality rates in rural areas are substantially higher than
in cities, with 168 deaths per 1000 births in villages compared with 113 per
1000 in cities. According to a survey of the State Planning Organization,
only 2.3 percent of the villages in the sample had some kind of public health
facility.23

The appeal of employment, higher incomes, better services, nicer housing,
and other features of urban life has been bolstered by unattractive conditions
in rural Turkey. The supply of arable land is insufficient to support a growing
rural population, resulting in widespread unemployment and underemploy
ment among farm workers. Most Turkish farms are small enterprises. In
1970, three-quarters of all agricultural enterprises encompassed less than 50
decares. 24 Many holdings are comprised of scattered parcels of land, which
makes economic operation difficult and limits the use of modem agricultural
techniques. As a result, productivity is low, and most farms generate relative
ly little income. In 1975, the 62 percent of the population engaged in
agriculture accounted for only 25 percent of the gross national product.
Agricultural mechanization also has played an important role in driving
people off the land. Since 1950, over half a million farmers have been dis
placed by the introduction of more than 100,000 tractors, and these uprooted
farmers and their families accounted for almost 5 percent of the urban
migration between 1950 and 1975.

Movement of those pulled by the attractions of the city and pushed by
adverse conditions in the villages has been facilitated by substantial improve
ments in the transportation system. Most important in providing increased
mobility for rural dwellers'has been the development of farm-to-market roads
and a modem national highway system. Between 1950 and 1971, the mileage
of hard-surface roads increased 101 percent. Over the same period, the
volume of travel on the highways in terms of passenger kilometers increased
16-fold.25 Improved roads, combined with the rapid expansion· of low-cost
bus service, have greatly reduced the isolation of most rural areas, permitted
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more frequent visits to urban centers by villagers, and paved the way to
permanent migration to the growing cities.

The success of most migrants in bettering their lives in the cities reinforces
the importance of rural-urban differences. Karpat found that 90 percent of
the squatters he surveyed in Istanbul were satisfied with city life. Similar
findings emerged from other studies, such as the Hacettepe University
Population Survey in 1973. In this survey, as indicated in Table 9.12, almost
83 percent of all city dwellers who have migrated from rural areas indicated
that life was better in the city than their home village. Karpat emphasizes the
role of rural-urban differences in producing satisfaction on the part of most
urban newcomers:

The essential factor in determining the degree of satisfaction was the difference
between the low standard of life in the village and the relatively satisfactory one
in the [squatter] settlement. The city is a better place to live because all living
facilities devised by modem technology are concentrated there. The expecta
tion of a better life in the future adds to the satisfaction. Many squatters are
aware that their life in the city, handicapped by lack of education and social
status, started at a very low level; but they believe that they have come a long
way.26

High levels of satisfaction with urban life, at least in comparison with condi
tions in the villages, have led to relatively little return migration. Over 90
percent of those surveyed in an Istanbul gecekondu intended to stay in the
city, as did 78 percent of the respondents in a study of squatter dwellers in
Ankara. 27 Urban migrants tend to sever their economic ties with their native
villages once they become permanently established in the city.28 Another
indication of the permanency of migration is the lack of substantial differ
ences in the proportion of males and females who migrate to Turkish cities.
Unbalanced sex ratios, with far more males than females, is indicative of
substantial temporary and seasonal migration, while more balanced male/
female ratios are associated with permanent settlement. In Turkey, males do
not greatly outnumber females, either in major cities or within squatter areas.
And, as Ozbudun notes, "whatever male-female difference exists among the
urban migrants ... seems to be due to the fact that single males often migrate,
while single females very seldom do. "29

TABLE 9.12
Urban Life Compared with Life in Village o/Origin: 1973

Life in the City Is: Percent o/Respondents

Better
The same
Worse
Uncertain

82.7
1.7
7.5
8.2

Source: Unpublished data from the 1973 Hacettepe population survey.
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The positive attitudes toward the city of those who have migrated are
shared by most Turks living in rural areas. In the 1973 Hacettepe population
survey, almost 80 percent of the respondents living in villages with 2000 or
fewer inhabitants indicated that migrants were living better in the cities than
they had in the countryside. See Table 9.13. These attitudes obviously reflect
the positive experiences of the vast majority of those who have migrated.
They also indicate widespread rural awareness of the substantial differences
between city and village in terms of employment, income, public services,
housing, and the quality of life in general. And the fact that this positive view
of urban life is widespread in rural Turkey seems certain to fuel continued
mass movement to the cities as long as urban centers offer so much more than
the villages.

Regional Disparities

Rural-urban differences in Turkey are strongly influenced by variations in
regional development, as are migration, the pattern of urban growth, and the
distribution of income and public services. Regional differences in Turkey
are rooted in geography, climate, and history. Western Turkey has more
favorable topography and rainfall than mountainous and arid eastern Anato
lia. As a consequence, agricultural productivity historically has been higher
in the west than in the east. With its stronger agricultural base-as well as
locational advantages with respect to Europe and maritime commerce
western Turkey has developed a diversified economy and modernized socie
ty. The eastern regions, by contrast, have been physically, economically,
socially, and culturally isolated from the mainstream of modem Turkish
development, with a poor and illiterate population engaged primarily in
subsistence agriculture. 3o See Map 9.1.

Because of these regional disparities, urban development has been heavi
est in Western Turkey, and urban migrants tend to flow westward from the
impoverished eastern provinces. Most of the major urban centers are located

TABLE 9.13
Attitudes ofRural Dwellers Toward Migrants' Life in Cities: 1973

Migrants Life in Percent ofRespondents Living in
the Cities Is: Villages of2000 or Less

Better than in the village
The same as in the village
Worse than in the village
Some better, some worse
Depends on specific conditions
Didn't know

79.1
3.9
2.2
8.4
0.8
5.6

Source: Unpublished data from the 1973 Hacettepe population survey.



I8a Most developed provinces

EJ Least developed provinces

*The .most and least developed Provinces based on socioeconomic factors, including industrial development, commercial and
financial activity, modernization in agricultural, social and cultural facilities, health sciences, educational institutions, population
characteristics, and communication and transportation.

N Source: T.e., D.T.P. Kalkmmada Oncelikli Yorelerin Tespiti ve Bu Yorelerdiki Te~vik Tedbirleri [Selection of the regions for
~ priority development and the incentives for development], DPT-1304, Koyd-4 (Ankara: 1973).



@ Cities of 500,1.00 or more inhabitants

• Cities of 100,000 to 500,000

• Cities of 50,000 to 100,000

SOUTHERN ANATOLIA

.,
0-0

'.
• !

'. "'.'.
"~'---·1

~ r\

'-"".........."-- 0 - 0 J 0.,./)
SOUTHEASTERN _._0,,\,,0• ._0

• Urfa .",'tII'...... _.-'

_ Boundaries of geographical regions; see Note 31 for the
provinces included in each region.



Urbanization and Income Distribution 285

to the west of a line drawn between Samsun and Adana (see Map 9.2). In
1975, urban centers in the west accounted for 92.7 percent of the 10.3
million Turks who lived in cities with more than 100,000 inhabitants. Cities
over 100,000 in the east are smaller-with an average population of 150,000
in 1975 compared to 476,000 in the west-and have grown rapidly only in
the past decade or so. As indicated in Table 9.14, Marmara in the northwest,
with Istanbul and three other large cities, has been the most urbanized region
throughout Turkey's modern history.31 The next most urbanized regions are
southern Anatolia, with Adana and six other rapidly growing major cities,
and central Anatolia, which encompasses Ankara and four additional large
cities.32 In both of these regions, rapid expansion of the major urban centers
has been spurred by large numbers ofmigrants from the underdeveloped rural
areas of central and eastern Anatolia. 33

The concentration of the major urban centers in western Turkey affects
the distribution of a wide range of activities, resources, and services among
the different sections of the nation. Since most industry is located in the
larger cities, the western regions have far more industrial development than
the less urbanized eastern provinces. See Map 9.3.. In 1964, the province of
Istanbul alone accounted for 43 percent ofall major industrial establishments
in Turkey, while only 2.7 percent were located in eastern Anatolia. More
over, the clustering of large urban areas has meant that rural areas in western
Turkey have been the primary beneficiaries of the spillover resulting from the
rapid outward spread of the major metropolitan areas.

Wealth tends to be concentrated in the most heavily urbanized and
industrialized provinces. In 1970, per capita bank deposits in the highly
developed regions of western Turkey were more than five times as great as in
eastern Anatolia.34 Incomes are substantially lower in the east than in the rest
of Turkey, with the typical family in the eastern provinces earning only two-

TABLE 9.14
Degree ofUrbanization by Region: 1927-1975

Region 1927 1935 1945 1955 1965 1975

Marmara 36.3 34.9 36.2 41.8 55.0 65.7
Southern

Anatolia 19.2 19.1 21.9 25.8 33.9 46.5
Aegean 20.5 22.3 22.7 26.9 37.9 44.5
Central

Anatolia 11.1 13.0 16.5 23.3 30.0 43.3
Southeastern 15.0 16.0 15.6 15.4 19.0 31.1
Eastern 7.6 6.3 8.8 10.1 15.8 23.9
Black Sea 5.7 6.7 7.2 9.1 13.6 21.1
Turkey as a whole 16.4 16.6 18.3 22.1 29.8 41.5

Source: State Statistical Institute, population censuses.



rn Provinces with their share of labor force in manufacturing over 11.7% (1970 Turkey average)

E] Provinces with their share of labor force in manufacturing less than 5%

Source: DiE., "Genel Niifus SaynnI, Niifusun Sosyal ve Ekonomik Nitelikleri "[Population census 1970, social and economic
characteristics of population], publication no. 756 (Ankara, 1977).



Urbanization and Income Distribution 287

TABLE 9.15
Average Family Income by Region: 1973

Regiona
Percent ofNational

A verage Income Average

Central Anatoliab

Black Sea coast
Aegean & Marmarac

Mediterranean
Eastern
Ankara
Istanbul
Ismir
National

25,468
26,838
22,041
21,398
16,665
30,489
40,167
39,496
24,694

103.1
108.7

89.3
86.7
67.5

123.5
162.7
159.9
100

Source: State Planning Organization, Gelir Daizlz ml Arastlrmasl.

aSee Note 35 for the provinces included in each region.

bDoes not include Ankara.

cDoes not include Istanbul and Izmir.

thirds of the national average in 1973.35 See Table 9.15. On the other hand,
as indicated in Table 9.16, income is more equitably distributed in the most
urbanized areas of western Turkey. Regional differences in income distribu
tion, however, appear to have narrowed somewhat in recent years. One
factor which has played an important role in increasing the equitability of
income distribution in eastern Turkey has been the departure oflarge numbers
of poor peasants to cities both in the east and west.

Regional income differences, like rural-urban disparities, tend to be rein
forced by the distribution of public goods and services. Fewer families in

TABLE 9.16
Income Distribution by Region: 1968 and 1973

Gini Coefficient

Regiona

Central Anatoliab

Black Sea
Aegean & Marmarac

Mediterranean
Eastern

1968

0.5486
0.5526
0.4487
0.5297
0.6211

1973

0.4977
0.5336
0.4654
0.5643
0.5039

Source: Bulutay, Timur, and Ersel, Turkiye'de Gelir Dagllzml, and State Planning
Organization, Gelir Dagllzml Arastlrma~l.

aSee Note 35 for the provinces included in each region".

bDoes not include Ankara.

cDoes not include Istanbul and Izmir.
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eastern Anatolia are served by running water and electricity. Lack of public
utilities is reflected in the small proportion of households in the east with
toilets, or baths in the house. See Table 9.17. In 1970, the most developed
regions of western Turkey accounted for 45 percent of all public credits,
while eastern Anatolia received only 22 percent. These differences were even
more striking on a per capita basis, with the western regions receiving 2449
TL per capita compared to 326 TL in the east.36 Roads, schools, health
facilities, and other public infrastructure are all below national norms in
eastern Turkey.

Substantial regional disparities persist in contemporary Turkey despite a
half century of effort by the central government to reduce interregional
inequalities. At the outset of the Turkish Republic, Ataturk created a new
capital at Ankara in impoverished central Anatolia. Provincial towns were
connected to Ankara and other major cities by the extension ofrail lines. And
many of these towns were transformed into cities through the establishment
of state industries and by "making them governmental and cultural centers
for their respective hinterlands· and by initiating extensive municipal con
struction projects."37 More recently, national development plans have sought
to promote territorial social justice through more balanced distribution of
public investments among regions.

Without these governmental efforts, even greater differences would exist
among regions. The initial regional development policies, as a report by the
World Bank notes, "were effective in spreading industrialization throughout
Turkey."38 During the past two decades, efforts to redress regional imbal
ances have improved education, health, and other public services in the most
backward areas. Regional development policies also have spurred urbaniza
tion in eastern Anatolia, as shown in Table 9.18. What regional development
strategies have not been able to deflect, however, is the strong pull of
Turkey's largest urban centers, which continue to attract the lion's share of
private and public investment to the west. As a result, the overall impact of

TABLE 9.17

Regional Variations in the Availability ofPublic Services to Households: 1973

Percent ofHouseholds with:

Regiona Electricity Running Water

Central Anatolia
Black Sea coast
Aegean & ~armara

Mediterranean
Eastern

54.3
35.7
59.7
46.5
24.6

33.7
38.2
43.5
35.2
20.1

Source: Unpublished data from the 1973 Hacettepe population survey.
aSee Note 35 for provinces included in each region.
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TABLE 9.18
Annual Urban Growth Rates ofRegions: 1950-1975

Region 1950-1955 1955-1960 1960-1965 1965-1970 1970-1975

Marmara 6.7 4A 6.5 3.0 4.2
Southern 8.2 8.0 6.9 6.5 6.8
Central 7.0 8A 7.8 7.2 6A
Aegean 5.5 5.8 6.0 2.2 4.5
Southeastern 4.0 5.5 10.3 12.2 7.5
Eastern 10.6 5.7 6A 9.6 5.5
Black Sea 9.9 8.9 7.6 7A 4.3

Source: Population censuses.

urbanization is to sustain substantial regional disparities despite governmen
tal efforts to redress these imbalances. And these regional differences, in
tum, contribute significantly to the development of an urban system domi
nated by the large metropolitan complexes of western Turkey.

Differences Among Cities

Large cities account for most of the urban growth in Turkey. Almost 61.4
percent of the urban population lived in cities over 100,000 in 1975, and
close to 48 percent of all urban dwellers resided in one of the five largest
cities: Istanbul, Ankara, Izmir, Adana, and Bursa. See Table 9.19. Major
cities have been growing faster than lesser urban centers, and their share of
the urban population steadily increases, as indicated in Table 9.20. Con
comitantly, the share of small- and medium-sized cities has been diminishing.
Since economic opportunities are concentrated primarily in the larger cities,
most migrants should continue to flow to the major urban centers in the
future. By 1985, 75 percent of the urban population is expected to live in
cities with more than 100,000 inhabitants.

Urban growth also has rapidly increased the number of large cities. Only
five had more than 100,000 inhabitants in 1950; by 1975 there were 25

TABLE 9.19
Distribution ofthe Urban Population by City Size Groups: 1927-1975

Size Group 1927 1935 1945 1955 1965 1975

10,000-20,000 24.0 21.5 23.2 18.3 12.9 12A
20,000-50,000 28.9 30.6 25.0 21.7 23.1 16.6
50,000-100,000 9.3 9A 11.5 14.3 13.3 9.5
Over 100,000 37.8 38.5 40.3 45.7 50.7 61.4

Source: Population censuses.
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TABLE 9.20
Growth o/Turkey's Five Largest Cities: 1950-1975

Average
Annual Growth
Growth Index

1950 1960 1970 1975 Rate (1950 = 100)

Istanbul 983,000 1,467,000 2,132,000 3,579,000a 5.3 364
Ankara 289,000 650,000 1,236,000 1,701,000 7.3 589
Izmir 228,000 361,000 521,000 930,000a 5.8 408
Adana 118,000 232,000 347,000 475,000 5.7 403
Bursa 104,000 154,000 276,000 346,000 4.9 333

Source: "Population Census, 25 October 1970, Social and Economic Charac
teristics of the Population, publication no. 756 (Ankara: State Statistical Institute,
1977), and "26 Ekim 1975 Genel Nufus Sayimi Telgrofla Alman Ge9ici Sonu
c;lar," publication no. 739 (Ankara: State Statistical Institute, 1975).

major urban centers. As the number of large cities has expanded, the relative
importance of the three largest urban centers has been declining. Although
Istanbul, Ankara, and Izmir added almost 4.7 million residents between
1950 and 1975, their share of the total population of large cities dropped
from 87 percent to 61 percent. Among the fastest growing of the newer large
cities have been several in the east, such as Mara~ with an annual average
growth rate of over 13 percent, Gaziantep at 8.2 percent, Elazlg at 7.6
percent, Urfa at 7.3 percent, and DiyarbakIr at 6.9 percent. Some industrial
centers also have been expanding very rapidly, such as Klnkkale, a machin
ery center near Ankara, which has been growing almost 12 percent yearly.
With a larger number of major cities providing jobs and the other attractions
of urban life, future growth should continue to be dispersed among an
expanding network of major cities. By 1985, the Ministry of Reconstruction
and Resettlement estimates that more than fifty cities will exceed 100,000
and that ten of these will have populations greater than 500,000.

Despite the growth of numerous large cities, Turkey's urban pattern has
been indelibly stamped by the predominant role of Istanbul. For centuries,
Istanbul has been a primate city, disproportionately large both in size and
national importance.39 By the end of the eighteenth century, Istanbul's popu
lation had reached 1 million. In the early years of this century, Istanbul was
"the center of all Turkish affairs; economic, political and industrial as well as
military."40 Almost all of the nation's industry, commerce, major educational
institutions, hospitals, and other infrastructure were located in Istanbul.

With the growth of other major cities, Istanbul's primacy has declined
somewhat. A number of the large cities expanded more rapidly between 1950
and 1975. Movement toward a more balanced distribution of population
among cities, however, has not eclipsed Istanbul's position as Turkey's
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dominant urban center. The Istanbul metropolitan area had over 3.5 million
inhabitants in 1975, which was 1.8 million more than Ankara, its major
competitor. Over 2.5 million were added to Istanbul's population between
1950 and 1975, or 1 million more people than were living in all Turkish cities
with populations between 50,000 and 100,000 in 1975. Almost one out of
every four urban Turks lived in the Istanbul metropolitan area in 1975.
Another indication of Istanbul's continued predominance despite the rapid
growth of other large cities is its commanding position in most areas of
economic activity. In 1970, Istanbul's share of the value added in various key
sectors of the Turkish economy ranged from 30 percent in housing to 35
percent in industry and 47 percent in services.

Istanbul would be a much larger and even more dominant city had not the
national capital been moved to Ankara at the outset of the Turkish Republic.
Government has been Ankara's principal industry and remains so despite
manufacturing development and the growth of a substantial service sector.
With the maintenance of a highly centralized state under Ataturk and the
steady expansion of government over the past half century, Ankara has
experienced phenomenal growth. The provincial town with 20,000 inhabi
tants in 1923 grew to a substantial city of 289,000 in 1950 to a sprawling
metropolis of 1.7 million in 1975, which was nearly six times the city's
planned population for 1980. Almost two-thirds of Ankara's residents live in
squatter settlements, and the continued flow of migrants is expected to
expand the capital's population to 3 million by 1985. In effect, the develop
ment of this huge city in central Anatolia "has served as a dam preventing
partly the now of rural migrants to Istanbul."41

In Turkey, as in most urbanizing societies, large cities capture most
growth because oftheir cumulative advantages. Size facilitates specialization
and external economies. Major cities develop specialized labor forces and a
variety of specialized economic services. Large financial institutions are
concentrated in the major urban centers, and they tend to invest in enterprises
which locate in their environs. Economic growth spurs public investment in
infrastructure such as transportation and communications facilities, which in
turn foster additional industrial and commercial development. Entrepre
neurs, professionals, and technicians prefer to live in large cities, which offer
better schools, modern health facilities, cultural activities, fine restaurants,
and other amenities.

In contrast with this variety of advantages, smaller cities must rely heavily
on public investments in industry, transport, and other facilities in order to
have much chance of attracting economic development. A recent analysis of
growth determinants concludes that "the growth of intermediate-sized cities
in Turkey is almost wholly dependent upon the location of publicly-owned
enterprises in these cities."42 To secure these vital public resources, however,
the smaller cities must compete with Istanbul, Ankara, Izmir, and other
larger cities whose enterprises, officials, and successful residents possess
sufficient political clout to ensure that substantial public investments are
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made in the large cities despite national commitments to reduce rural-urban
and regional imbalance. Rivkin emphasizes these political realities in dis
cussing the growing receptivity of the central government to the needs of the
three largest cities: " ... in Ankara, those men and agencies who made
development decisions at a distance from other parts of the country were
confronted with problems in their own immediate environment which re
quired some coordinated decision-making. In Istanbul and Izmir ... voices
of other powerful interest groups were raised loudly and constantly besides
those of the governors to effect specific projects."43

Urban public investments tend to reflect the economic and political
importance of the larger cities. More households in larger cities have water
and electricity than in smaller urban centers. Nine out of ten apartments in
cities over 100,000 are connected to sewerage systems, compared with only
45 percent in cities with fewer than 100,000 inhabitants.44 The largest cities
contain most of Turkey's major public institutions: universities, hospitals,
theaters, museums, and government offices. They have been major benefi
ciaries of the massive highway program, which greatly improved their access
to the hinterland both for markets and labor. While little direct public
investment in state industries has been made in the largest cities, most of the
funding from external sources arranged by the government's Industrial De
velopment Bank has underwritten enterprises in the larger cities. Of the
bank's initial 401 projects, more than half-205-were in Istanbul, and 75
percent were in the Marmara and Aegean regions.45 And one of Turkey's
largest public-works projects, the bridge across the Bosphorus which links
Anatolia and Europe, is located in the Istanbul area, where it has greatly
stimulated additional development of the nation's dominant urban center as
well as intensified its manifold problems.

The economic and political advantages of the three largest cities also are
reflected in higher incomes for their residents. Average incomes in Istanbul,
Ankara, and Izmir were more than 40 percent higher than the average in
other cities in 1973, reflecting both higher wages in the largest cities and the
concentration of wealthier families in these urban centers. See Table 9.21.
Higher incomes in the largest cities enables a larger proportion of their

TABLE 9.21

Average Family Income by City Size: 1973

City Size Average Income (TL)

500,000 or more
100,000-500,000
50,000-100,000
25,000-50,000
10,000-25,000

37,209
26,815
25,107
26,035
24,820

Source: State Planning Organization, GelirDagzlzmzA rastzrmas"z.
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residents to have toilets, baths, telephones, private automobiles, and various
household appliapces. The combination of substantial affiuent populations
with masses of poor migrants suggests that income distribution should be
highly skewed in Istanbul, Ankara, and Izmir. This hypothesis is supported
by the data on income distribution in the 1968 population survey, which
show more inequality in the largest cities than other urban areas. But data
from the 1973 survey indicate that income differences in the largest cities
apparently have narrowed, resulting in much less variation in income distri
bution according to city size. One reason may be that because of rapid
inflation and because of the efficient operation of collective bargaining
mechanisms, the nominal income of lower-income urban workers increased
relatively more than that of white-collar workers. A second possible explana
tion is the relative slowing down of the rate of population growth of large
cities (from 11.1 percent during 1966-1970 to 7.2 percent during 1970
1975). A third factor may be that a considerable number of lower-income
people live and work outside the municipal boundaries of Istanbuland Izmir,
which the 1973 income-distribution study does not take into consideration.
See Table 9.22.

Differentiation Within Urban Areas

Mass migration, rapid growth, and substantial economic development
have left the major Turkish cities with populations characterized by sharp
differences in income, housing, access to municipal services, and general
quality of life. In Istanbul, the poorest two-fifths earned only 13.2 percent of
all income accruing to households in 1968, while the wealthiest 20 percent
received 55.4 percent. See Table 9.23. A later study by Istanbul's Master
Plan Bureau indicated a similar skewed distribution of income, with the
poorest 24.1 percent of families receiving only 5.2 percent of total monthly
income, while the most affiuent 13 percent got 45.7 percent.46 Underlying

TABLE 9.22
Distribution ofFamily Income by City Size: 1968 and 1973

1968 1973

City Size

500,000 or more
50,000-500,000
15,000- 50,000

Gini Coefficient

0.508
0.401
0.386

City Size

500,000 or more
100,000-500,000
50,000-100,000
25,000- 50,000
10,000- 25,000

Gini Coefficient

0.471
0.448
0.452
0.459
0.473

Source: Bulutay, Timur, and Ersel, Turkiye'de GelirDagzlzmz, and State Planning
Organization, Gelir Dagzlzmz Arastzrma~z.
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TABLE 9.23

Income Distribution in Istanbul: 1968

Quintile

I
II
III
IV
V

Annual Income
(TL)

0-16,700
16,701-25,200
25,201-38,000
38,001-64,900
64,901 and over

Percent ofTotal Income
Accruing to Households

in Quintile

4.7
8.5

12.3
13.1
55.4

Source: Istanbul Metropolitan Planning Bureau, Income and Income Distribu
tion: Annex to Socio-Economic Issues.

Note: Estimates based on 1968 income-distribution study.

these income disparities, of course, .are the substantial differences in the
economic fortunes of skilled, well-educated, established urban dwellers, on
the one hand, and unskilled and poorly educated migrants, on the other. Far
more residents of squatter districts have low incomes than in more estab
lished neighborhoods, as is shown in data on Istanbul in Table 9.24.

Income differences are strongly reflected in the spatial pattern of most
large Turkish cities, largely as a result of the physical separation of gecekon
dus from other residential developments. Izmir provides a good example of
the spatial differentiation of income groups, as illustrated in Map 9.4. In
Izmir, as in most major cities, socioeconomic groups tend to be separated
into three general types of areas. Lower-income families are located both in

TABLE 9.24
Income Differences Among Districts in Istanbul: 1973

Percent ofTotal Households
with Monthly Incomes of

Gecekondu districts
Gaziosmanpa~a

Zeytinburnu
Eyup
Beykoz

Established districts
~i~li

Kadtlkoy
Be~ikta~

Less than 1000 TL

52.7
43.7
35.6
36.3

16.5
16.1
10.0

More than 3000 TL

0.6
3.4
2.4
2.3

19.1
24.8
30.3

Source: Siileyme Ozmucar, "Distribution of Income in istanbul." Source of the
data is the Metropolitan Planning Bureau Transportation Survey of 1973.
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squatter settlements and old city districts, with higher-income groups in more
modern quarters which typically lie between the old districts at the center and
the squatter settlements along the urban periphery. Older low-income areas
tend to be small in most cities, with far fewer residents than the sprawling
gecekondus. In Ankara, only 4 percent of the population lives in the old
quarter, which encompasses less than 1 percent of the land within the city
limits. Residents of the older districts have somewhat higher average incomes
than squatters, and a larger proportion are tradesmen and petty officials.

Physical isolation of the poor in squatter settlements also has strongly
influenced the distribution of municipal services within Turkey's major urban
areas. Squatter settlements begin their existence with a weak claim on public
services, since they are created illegally on land belonging to someone else or
the state. Local governments have been reluctant to extend services to
gecekondus, at least until forced to respond by organized political pressures
from squatters. In most instances, as Karpat notes, "the municipality ... saw
the gecekondus only as a source of manpower and remained insensitive to
their human needs. "47 More established urban dwellers have resisted the
extension of local services to squatter settlements. They strongly prefer to
have limited public resources invested in their own districts or to meet their
demands for better schools, roads, and parks. In addition, governmental
encouragement of gecekondu development through the provision of local
services is opposed by large numbers of urban Turks who see squatters as a
plague on their city. Extension of municipal services also is inhibited by the
location of gecekondus on the city's periphery or beyond its limits. Distant
locations are expensive to serve with water and sewer lines, and the establish
ment of settlements outside the city's boundaries often places squatters in
local jurisdictions which are unable to provide municipal services.

Because of these factors, striking disparities exist in access to basic public
services within Turkish cities. The vast majority of city dwellers outside
squatter settlements have running water and electricity, and a significant
proportion are served by sewers. Within gecekondus, the Ministry of Recon
struction and Resettlement estimated in 1967 that 49 percent of all units
lacked running water, 52 percent were without electricity, and 60 percent had
no sewage disposa1.48 Poor sanitation and inadequate public health efforts
result in higher disease rates in squatter areas than in better-off districts. In
1966, infectious diseases were more than twice as common in a typical
gecekondu in Istanbul than in the city as a whole. Unmet needs for public
facilities are far greater in squatter areas than in other parts of the city. Only
49 primary schools were available in Ankara's burgeoning gecekondus in
1966, less than one-fifth of the estimated need of257.49

The Costs and Benefits of Rapid Urbanization

A quarter century of accelerated urban growth clearly has exacted sub
stantial costs in Turkey, particularly from the rural poor who have migrated
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to the cities in search of a better life. Millions of urban newcomers have
marginal jobs and low income~, live in substandard squatter housing, and
lack rudimentary public services. Cities have grown faster than their indus
trial base, resulting in growing unemployment and underemployment. In
come distribution is heavily skewed in the cities and is reinforced by an
undersized public sector which provides public services primarily to more
affluent urban dwellers.

The Successes ofMigration

Despite these heavy personal costs, migration has largely been a success
story for most of those who have fueled the rapid growth of Turkish cities.
Employment opportunities are better and incomes higher than in the villages,
Three out of four migrants questioned in the 1973 Hacettepe population
Sllrvey claimed to be earning more in the city than they had expected, A
substantial portion of gecekondu dwellers own their homes. Whatever the
shortcomings of municipal services in squatter settlements, access to water,
electricity, education, and other public facilities generally is better than in
rural areas. Literacy rates are substantially higher in the cities, 70 percent
compared to the national average of 55 percent. City dwellers are more likely
to buy newspapers, own radios, and use other mass media in comparison with
those in the villages. Fer the overwhelming majority of urban newcomers, life
is more satisfactory in the city. They eat better food, have nicer clothing, and
have more varied experiences and opportunities to enjoy life. As a result,
most are very positive about the city and about their life chances in their new
urban environment. Squatters, Karpat emphasizes, "seem very confident
that their situation will improve in the future, and that their children, in view
of the opportunities for advancement offered by the city, will have a better life
than their parents. In Turkey, about 92 percent of the married men and
women interviewed believe that their children will have a better life. "50

Underlying the success of migration for those who have moved from
village to city has been economic growth which has provided jobs, rising
incomes, and opportunities for occupational mobility. Personal success
based on economic well-being has greatly facilitated the assimilation of
migrants into urban society without severe dislocations. Despite its substan
tial human costs, rapid urbanization in Turkey has not produced a large
unemployed lumpenproletariat alienated from the rest of society and prone
to disruptive political behavior.51 Instead, a broad societal transformation has
occurred involving massive population movements, occupational change,
social mobility, and community development. In the process, migrants have
both been changed by the city and by their presence altered the city, As one
observer notes, "the migrants lose some features of the rural culture while
they redefine and incorporate other rural characteristics into the newly
emerging modem urban culture. "52

By and large, these changes have not been accompanied by intense social
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and political conflict. To be sure, more established city dwellers resent the
flood of migrants, who are widely viewed as undermining the quality ofurban
life. Many have supported stem measures to check migration, prevent the
establishment of gecekondus, tear down existing squatter settlements, and
return squatters to their villages.53 But antagonism over migrants' behavior,
their crowding ofpublic facilities, and their ramshackle settlements rarely has
erupted into significant strife. An important moderating influence has been
the homogeneity of the Turkish population. Unlike the situation in many
societies undergoing rapid urban change, class conflict in Turkey has not
been exacerbated by ethnic, tribal, racial, or religious differences. Urban
newcomers share a common language and religion with other city dwellers.
All but 2 percent ofthe urban population is Turkish-speaking, with only a few
eastern cities having a sizable minority of Kurdish-speaking inhabitants.

A critical role in easing the assimilation of migrants has also been played
by squatter settlements. The gecekondu, as Karpat points out, serves as "a
mid-station, a transitional settlement ofpeople gradually incorporating them
selves into the city while changing it. "54 Squatter settlements have provided a
foothold in the city for migrants, offering them inexpensive shelter and
community solidarity to counter the hostility of more affluent city dwellers.
Of central importance in this process has been the growing tolerance of
government toward squatter communities. In the face of the political and
economic realities posed by widespread squatter development-and lacking
any feasible alternatives for housing the horde of migrants-the Turkish
government has come to view the gecekondus as essential aspects of the
urbanization and modernization process: "Urbanization and its accompany
ing 'gecekondus' are not considered today an undesirable phenomenon in
Turkey. Instead, the rapid growth of cities and the existence of gecekondu
areas-planned or unplanned-are considered positive factors in national
development, for, from them are to come the workers for the proposed
massive industrialization programme of the decade of the 1970s."55

From this tolerant attitude, and in response to growing political pressures
from gecekondu voters, important benefits have flowed to squatters. Title has
been granted to large numbers of gecekondu parcels, thus ensuring the
permanence of homeownership, increasing the value of squatter housing, and
providing strong incentives for the improvement of dwellings and communi
ties. Government acceptance of gecekondus has combined with official
responsiveness to squatter pressures to provide water, electricity, and other
municipal services for a growing number of gecekondu dwellers. These
developments have spurred squatters to participate actively within existing
political institutions in order to secure the survival of their communities, title
to "their" land, and municipal services. Squatters have organized effectively
for political action, trading community support at the polls for benefits and
electing their own kind to local offices as their numbers increased. With
squatters seeking specific actions from the political system rather than its over
throw, radical political movements have attracted little support among the
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urban poor in Turkey. Instead, as Ozbudun shows, "the high level of socio
economic mobility displayed by urban migrants and their relatively smooth
adjustment to urgan life, combined with efficiently used machine politics,
led them to support conservative parties ... in the 1950s and the 1960s."56

In recent years, low-income urban voters have moved toward the political
left, supporting in increasing numbers Turkey's social democrats, the Repub
lican People's Party. By 1977, half of all voters in the largest cities were
supporting the Republican People's Party in national elections and even
more in local elections. See Table 9.25. While reflecting increased concern
for class interests among the urban poor, this shift apparently represents
neither a movement toward political radicalism nor a breakdown of the
economic, social, and political assimilation of urban newcomers. Radicalism
and political violence mushroomed in Turkey in the late 1970s but primarily
among left- and right-wing students rather than on the part of the poor in the
gecekondus. It can be argued that the development of more class-based
interest by lower-income city dwellers reflects their assimilation into the
mainstream of Turkish politics and society. Initially, their political priorities
were communal action to establish, secure, and service their settlements,
primarily by providing political support for those in a position to deliver
immediate benefits. As these goals have been satisfied, low-income voters
have become more likely to pursue broader economic and political interests
at the polls.

Paying the Piper

Without question, substantial individual and societal benefits have result
ed from the peaceful assimilation of millions of rural migrants into Turkish
cities. An assessment of these benefits, however, must include an appraisal of
their cost. Over the past quarter century, Turkey has sought with consider
able success to reap the benefits of urbanization without paying the price.

TABLE 9.25
Supportfor the Republican People's Party in Major Cities in

National Elections: 1969-1977 (all data in percent ofvote cast)

1969 1973 1977

Istanbula 33.8 48.9 58.3
Ankarab 36.0 44.8 52.5
Izmir 35.1 44.6 52.7
Adana 37.7 49.2 56.0
Bursa 35.0 31.5 41.3
Turkey 27.4 33.3 41.4

aData are for the province of Istanbul, which is slightly larger than the city of Istanbul.

bData for the municipality of Ankara only.
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The nation's primary goal has been rapid economic growth-to enhance
national wealth and power and to provide employment and higher income for
a burgeoning population. Migration and accelerating urbanization have been
welcomed as essential concomitants ofmodernization and economic develop
ment. For the government, urbanization is a "vehicle of economic and social
development" because there is "no other alternative ... allowing massive
migrations to urban areas; for, agricultural land appears to be at, or near, its
maximum utilization, and 'urbanization precedes industrialization' according
to the Development Plan."57 Government, however, has failed to match its
enthusiasm for urban development with effective action to meet the inevitable
costs of rapid urbanization. Instead, public investment has been channeled
primarily into industrial development rather than housing, municipal infra
structure, and social services.

The priority given to industrial development has been decided upon by
the central government in the third five-year plan. Therefore, it is hard to
change this objective without changing the development plan. Industrial
investment has been accepted as the most appropriate means of the develop
ment of the country toward a self-sufficient economy and reduced depen
dence on foreign sources. Central planners have resisted proposals of inter
national finance institutions to change the priorities of the plan. Industrialists
and the interested parties in commerce, services, and financial institutions
expect to benefit from these priorities and do not oppose the present strategy.

In effect, Turkey has been displacing and deferring the public costs of
urban development. Provision of even the most basic municipal services
water, electricity, and sewage disposal-is inadequate, particularly in the
multiplying squatter settlements. In addition, the urban public sector distri
butes inadequate services inequitably and thus reinforces the skewed distri
bution of income in Turkish cities. Costs also have been deferred by the
widespread failure to control air and water pollution or to develop basic
municipal infrastructure in advance of development. Instead, public controls
have almost no impact on the pattern of land use. In the wake of develop
ment, overburdened local governments seek to provide needed services,
responding to intense political pressures with inadequate resources. Unable to
provide adequate housing for the flood ofmigrants, government has sought to
legalize squatter settlements, a redistributive policy which has eased the
transition to city life for poor rural dwellers but hardly an approach which has
enhanced rational patterns of development or the quality of life in most
Turkish cities.

The failure to face the public consequences of rapid urban growth has
been most serious in the largest cities. Turkish policy has focused primarily
on the economic attractions of the major cities-the external economies,
specialized labor forces, superior financial resources, and other comparative
advantages of large cities for industrial development. Relatively little atten
tion has been paid to the diseconomies of scale and the adverse impact of size
on the quality of urban life. In a very real sense, the magnitude of urban
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problems increases geometrically as the size of urban communities expands
arithmeticallY. With the development of huge metropolitan centers, munici
pal services must be more complex and expensive; lengthening travel dis
tances and mounting traffic congestion necessitate costly transportation
improvements; land prices increase more rapidly, and adequate housing
becomes even more difficult to provide for lower-income groups; and pollu
tion is more concentrated and thus more detrimental to health and the quality
of life. Residents of the largest cities are somewhat less satisfied with urban
life than other urban dwellers, with 25.6 percent of the respondents in he
1973 Hacettepe population survey from Istanbul, Ankara, and Izmir regi
stering dissatisfaction compared with 8.6 percent of the residents of small
cities. Even more critical is Istanbul's mayor, who bluntly acknowledges that
"istanbul really is a sick city."58 The same can be said for all of Turkey's
major cities.

The high cost of meeting public needs in the largest cities also promises to
skew public investment even further in the direction of the major urban
centers. One of the major costs of rapid urbanization has been the perpetua
tion of serious disparities between rural and urban areas, between eastern and
western Turkey, and among different kinds of cities. With large cities
accounting for a steadily increasing share of the urban population, and with
their unit service costs higher than smaller cities, a growing share of the
limited resources available for urban infrastructure will be claimed by the
large cities. Increasing populations and economic resources also enhance the
political ability of the major cities to secure resources from the central
government. Thus, fundamental contradictions exist between Turkey's basic
development policies, which encourage unrestricted urban growth focused in
the largest centers, while at the same time seeking to reduce regional
inequalities and promote territorial social justice. And to complete the circle,
failure to reduce rural-urban and regional differences will result in faster rates
of growth for the major cities, which will become even larger with higher unit
costs and more pressing needs for a bigger share of national resources.

Adding to these pressures are growing political demands from city dwell
ers which will make continued deferral of urban investments increasingly
difficult in the future. After making the transition from village to city and
establishing themselves in squatter settlements, migrants are no longer. as
willing to settle for rudimentary municipal services. Life in the city with its
mobility and mass communications has heightened awareness of the unequit
able distribution of public goods and services among different income groups.
With raised consciousness comes more assertiveness. The urban newcomer,
emphasizes Ankara's mayor, "sees it is his right to demand something from
the state, and he is using that right. "59 And so government faces increasingly
insistent demands for more schools, better housing, more effective health
care, adequate municipal services, and more efficient transportation. There is
every reason to believe that these pressures will produce increased invest
ment in urban infrastructure and service, as has begun to occur in recent
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years. In essence, the social, political, and economic changes produced by
rapid urbanization are steadily undermining Turkey's ability to defer the
public costs of urban development.

Mustering the public resources to meet these mounting demands will be
difficult. Turkey's priorities cannot easily be altered to give less attention to
industrial development in order to devote more resources to urban needs.
Cities already are outpacing the growth of their industrial bases, and millions
of additional rural Turks will move to the cities seeking jobs in the coming
decade. Although many of these urban newcomers will be absorbed by the
service sector, urban growth of Turkey's magnitude requires continued
substantial industrial development. So Turkey has little choice but to contin
ue to foster industrial development in the major cities. Rising land and
infrastructure costs in these cities, however, have steadily increased the
investment needed to create industrial jobs, with an outlay of 100,000 TL
estimated to be required to create a single urban factory job in 1977.

Government will struggle with these issues in the context of a continuing
flood of poor peasants to the cities for the next decade or so. Resources will
remain scarce and competition for them intense among a variety of interests.
Urban problems will worsen, as more urban dwellers demand higher levels of
service from government. It is unrealistic to ask whether government will
solve Turkey's urban problems. The relevant question, particularly for
income distribution, is whether urbanization can be made more equitable and
less costly in broad societal terms. The answer lies largely in the hands of
government, which holds the key to more balanced development, more
control over land use, and greater public investment in urban infrastructure
and social services. Analysis of these topics is the concern of Chapter 10.

Appendix: Definitions of "Urban" in Turkey

Officially, Turkey defines as "urban" all localities that are given, by law,
an administrative status as the seats of a province (il) or a county (ilce). This
definition is widely used by the State Statistical Institute and other research
and administrative agencies. By this criterion, a total of 693 localities-67
provinces and 572 counties-were classified as urban in 1975. Under this
administrative definition, Turkey was 41.8 percent urban in 1975.

A second definition, usually used by the Central Planning Organization of
Turkey and many scholars, regards as "urban" localities of 10,000 or more
inhabitants. This is a better definition than the first one since it avoids
including small rural towns of several hundred people in the urban category
simply because of their administrative status. Of course, population size
alone may be a misleading criterion because it does not take into account the
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socioeconomic characteristics of particular settlement units. Systematic data
of the sort needed for a more sophisticated socioeconomic definition of urban
settlements, however, are not available for Turkey. Therefore, despite its
shortcomings, the 10,000-inhabitant definition is increasingly used in Turkey
and is employed in this chapter. By using this criterion, 37.4 percent of the
population was urban in 1975.

A third but less useful way to define urban is to enlarge the category to
encompass all municipalities, which are, according to Turkish law, units of
local self-government that possess a high degree of local autonomy. Any
locality that has a population over 2000 can apply to the central government
to obtain the status of municipality. In addition, settlements that become
provincial or county seats automatically are designated as municipalities.
Turkey has approximately 1700 municipalities at present, and the number is
being steadily increased because of the attractions of assistance from the
central government disributed exclusively to municipalities. In 1975, half of
the population lived in municipalities. See Table 9.A.!.

TABLE 9.A.]

Urban Proportion ofthe Population ofTurkey: 1927-1975

Year

1927
1935
1940
1945
1950
1955
1960
1965
1970
1975

Notes

Seats ofProvinces
and Counties

24.2
23.5
24.4
24.9
25.0
28.9
31.9
34.4
38.4
41.8

Population Living in
Cities of10,000 and up

16.4
16.6
18.0
18.4
18.7
22.5
25.9
29.8
33.2
41.5

Municipalities

N.A.
N.A.
N.A.
33.7
33.5
33.3
37.1
41.3
47.3
53.6

1. Unless otherwise indicated, the tenn urban is used to designate cities of 10,000 or
more and their residents. For a discussion of the various definitions of urban employed in Turkey
and the reasons for preferring the definition based on cities of 10,000 or more, see the Appendix.

2. See State Planning Organization, Gelir Dagzlzmz Ara~tzrmasz-1973.

3. These population projections have been developed by the Ministry of Reconstruction
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and Resettlement, see World Bank, Turkey: Prospects and Problems of an Expanding
Economy, p. 173.

4. See Serim Timur, "Socio-Economic Determinants of Differential Fertility in Turkey."

5. See Turkiye Nufus Ara~tirmasinda Elde Edilen Hayati Istatistikler [Vital statistics
from the Turkish Demographic Survey], 1966-1967 (Ankara: Hacettepe Baslmevi,' 1970),
pp. 161-164, and the discussion of Ergun Ozbudun, Social Change and Political Participa
tion in Turkey, pp. 188-90.

6. A survey by the State Planning Office in 1971 indicated that 43 percent of the.
respondents had lived in rural areas before migrating abroad; see Suzanne Paine, Exporting
Workers: The Turkish Case, p. 188. Another survey found that 37 percent had left for Europe
from villages under 5000 and an additional 15 percent from localities with 5000 to 20,000
inhabitants; see A. Aker,Is,c;i GaC;lI.

7. Law 775, July 20, 1966.

8. See Kemal H. Karpat, The Gecekondu: Rural Migration and Urbanization, p. 2.

9. These and other data on gecekondu housing are drawn from a variety of official
publications.

10. i. Vasa, "Types of Occupations and Economic Order in Gecekondu Communities,"
pp. 133-142. The term underemployment as used in most of the squatter studies means people
who do not contribute to the growth of the economy as much as if they were employed in more
productive occupations. Usually they are neither employed throughout all the year nor full time
in a day. Examples of the underemployment mentioned by i. Vasa are shoe repairmen, gas
station attendants, waiters, stone cutters, shoeshiners, knife grinders, porters, coffeehouse
workers, janitors, hawkers, peddlers, messengers, and bellboys.

11. Turhan Yoriikan, Gecekondular ve Gecekondu Bolgelerinin Sosyo-Kulturel Ozel
likleri, imar ve iskim Bakanzgz, pp. 22-26.

12. Yeni Strateji ve Kallanma Pltmz, Uc;uncu Be~ Yzl [Strategy and basic targets of long
term development and the third five-year plan) (Ankara, 1973), pp. 146-47.

13. The urban role of government in Turkey is dealt with in detail in Chapter 10. In this
section, we outline briefly those features which are essential to the development of the main
themes of this chapter.

14. Article 36 ofthe Constitution of Turkey protects private property rights providing that
these rights do not conflict with the public interest. Under Article 38, "State and public
institutions are empowered to expropriate, totally or partially, land and buildings under private
ownership in accordance with regulations and procedures defined by law in cases where the
public interest requires it, provided that their real values are compensated for in advance"
(emphasis added). In other words, government must pay the fair market value of land and
improvements acquired through condemnation. The rapid rise of land prices which has accom
panied urbanization combines with the limited financial resources of urban governments to
restrict sharply the ability of governmental agencies to acquire private property for public
purpose.

15. Erol Tiimertekin, Turkiye'de Sehirles,me ve Sehirsel Fonksiyonlar, p. 116.

16. Problems resulting from the spread of urban development beyond central city bound
aries in the larger metropolitan areas are discussed in Rauf Beyru, izmir Sehri Uzerinde Bir
inceleme,· Tugrul Ak~ura, Ankara: Turkiye Cumhuriyetinin Bas,kenti Hakkznda Monografi;
and istanbul Metropolitan Plan Bureau, Buyuk istanbul Nazzm Plan Raporu [Report of the
master plan of greater Istanbul] (Istanbul, November 1970).

17. Malcolm D. Rivkin, Area Developmentfor National Growth: The Turkish Precedent,
p.119.

18. Approximately two-thirds of all squatter housing has been built on public lands, with
the remainder located on private property.
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19. Ozbudun, Social Change, p. 211. See also Charles W. M. Hart, Zeytinburnu
Gecekondu Bolgesi, pp. 28-31.

20. Of course, the immediate beneficiaries of the distribution of gecekondu titles are those
who built them, and the prime losers, the landowners, whether public or private. This kind of
distribution cannot be equated with redistribution of income between social classes; it is rather a
distribution from government to individual squatters. Furthermore, it increases inequalities
among squatters since the government is able to provide titles to only a small portion of the
squatter families because of the limited amount of public land.

21. World Bank, Turkey: Prospects and Problems, p. 168.

22. Of course, the distribution of private goods is closely correlated with income. The
ability to use many of these goods, however, depends on the availability of electricity, water, and
other public investments. Also, transportation costs make some private goods more expensive in
the villages.

23. State Planning Organization, "Turk Koylerinde Modernle~me Egilimleri Arasttr
masl," pp. 214--17.

24. A decare is 1000 square meters, or 0.247 acres. Although 50 decares is fairly sizable,
it is not suitable for large-scale, modem mechanized farming.

25. Baymdlrllk Bakanh~, Karayollan Genel Miidiirliigu, "Cumhuriyetin 50 ci Ylllnda
Karayollarl," pp. 89 and 101.

26. Karpat, The Gecekondu, p. 140.
27. See Hart, Zeytinburnu Gecekondu BOigesi, pp. 83, 240-43, and ibrahim Yasa,

Ankara'da Gecekondu Aileleri. p. 85.

28. See Hart, Zeytinburnu Gecekondu BOigesi, pp. 96, 264--66; Yasa, Ankara'da Gece
kondu, pp. 78-83; and Ru~en Kele~ and Orhan Turkay, "Koylii Gozii ile Tiirkiye Koylerinde
Iktisadi ve Toplumsal Degi~me," p. 59.

29. Ozbudun, Social Change, p. 195.

30. For general analyses of regional differences in Turkey, see Melvin Albaum and
Christopher S. Davies, "The Spatial Structure of Socia-Economic Attributes of Turkish
Provinces," pp. 288-310; Ru~en Kele~, "Regional Disparities in Turkey," pp. 101-35; and K.
S. Strikantan, "Regional and Rural-Urban Socio-Demographic Differences in Turkey," pp.
275-300.

31. Maps 9.1 and 9.2 and the discussion in the text are based on seven regions with
provinces grouped in regions as follows: Marmara: Ballkesi, Bilecik, Bursa, Canakkale, Edirne,
Istanbul, Kuklareli, Kocaeli, Sakarya, Tekirdag; Aegean: Izmir, Aydm, Denizli, Manisa,
Mugla; Black Sea: Samsun, Trabzon, Zonguldak, Ordu, Amasya, Giresun, Rize, Kastamonu,
Sinop, Artvin, Giimiishane, Corum, Bolu, Tokat, Cankln; central Anatolia: Afyon, Ankara,
Esk1~ehir, Kayseri, Klr~ehir, Konya, Kiitahya, Nev~ehir, Nigde, Sivas, Yozgat, Isparta, Burdur,
U~ak; southern Anatolia: Adana, Antalya, Jc;el, Gaziantep, Mara~, Hatay; eastern: Agn,
Bingol, Bitlis, Elazlg, Erzincan, Erzurum, Kars, Mu~, Tunceli, Van, Malatya; southeastern:
DiyarbakJ.r, Urfa, Mardin, Siirt, Hakkari, Adtyaman.

32. Limited urbanization in the Black Sea region is explained by the area's physical
characteristics and economic resources, which are suitable neither for large-scale agriculture nor
industrial development. Topography also prevents growth of very large urban centers since
coastal settlements are squeezed on a narrow linear plateau between high mountains and the sea.
Therefore, Black Sea has been historically the most important out-migration region. However,
the growth of iron and steel industries and coal mines in Zonguldak in the western part of the
Black Sea region, and other developments in the region, have been gradually reducing out
migration.

33. See Tiimertekin, Turkiye'de ~ehirle~me.

34. Per capita deposits were 1751 TL in the western regions and 312 TL in the eastern
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regions. A nine-region classification is used for this data, with the most developed areas being
middle north, Aegean, and Marmara and the least developed being northeast, southeast, and
middle east. Provinces are grouped in the nine regions as follows: middle north: Ankara, Bilecik,
Bolu, Cankm, Corum, Eskisehir, Ku~ehir, Ktitahya, U~ak, Yozgat: .\egean: Aydm, Bahkesir,
Burdur, Canakkale, Denizli, Isparta, Iznur, Manisa, Mugla; Mamara: Bursa, Edirne, Istanbul,
Kuklareli, Kocaeli, Sakarya, Tekirdag; Mediterranean: Adana, Antalya, Gaziantep, Hatay,
I<;el, Mara~; Black Sea: Giresun, Gtimti~hane, Kastamonu, Ordu, Rize, Samsun, Sinop,
Trabzon, Zonguldak; middle south: Afyon, Kayseri, Konya, Nev~ehir, Nigde; northeast: Agn,
Artvin, Erzincan, Erzurum, Kars; southeast: Bingol, Bitlis, DiyarbakIr, Hakkari, Mardin;
middle east: Adtyaman, Amasya, Elazlg, Malatya, Sivas, Tokat, Tunceli. See Devlet Planlama
Te~kilatI, "Plimh Donemde Toplam Mevduat ve Toplam Kredilerin Bolgesel Da~hml"

[Regional distribution of bank deposits and public credits in planned development period],
publication no. 17 (Ankara: 1976), pp. 3-6,43, and 49. .

35. These data are from the 1973 Hacettepe population survey, which employed a five
region classification, with provinces grouped into regions as follows: central Anatolia: Afyon,
Eskisehir, Ankara, Konya, Canktn, Klrsehir, Nigde, Nev~ehir, Kayseri, Sivas, Corum, Yozgat,
Tokat; Black Sea: Sakarya, Bolu, Zonguldak, Kastamonu, Sinop, Samsun, Amasya, Ordu,
Giresun, Gtimii§hane, Trabzon, Rize, Artvin; Aegean and Marmara: Edirne, Klrklareli, Tekir
dag, Istanbul, Kocaeli, Canakkale, Babkesir, Bursa, Bilecik, Kiitahya, Izmir, Manisa, U§ak,
Aydm; Mediterranean: Mugla, Denizli, Burdur, Isparta, Antalya, I<;el, Adana, Hatay, Gazia
tep, Kahramanmara§; eastern: Erzincan, Malatya, Adtyaman, Urfa, Elazig, Tunceli, Diyar
bakIr, Mardin, Bingol, Erzurum, Kars, Agn, Mu§, Bitlis, Siirt, Van, Hakkari.

36. These data are grouped into the same nine regions described in Note 34; see State
Planning Organization, "Plam Donemde Toplam Mevduat ve Toplam Kredilerin Boglesel
Daitbnu," p. 43.

37. Rivkin, Area Development, pp. 1-2. Regional development policies are discussed in
greater detail in Chapter 10 (in this volume).

38. World Bank, Turkey: Prospects and Problems, p. 175.

39. The concept ofthe primate city was developed by Mark Jefferson; see "The Law ofthe
Primate City," pp. 226-32.

40. Alan Moorehead, Gallipoli, p. 41.

41. Kele§, "Regional Disparities," p. 119.

42. Hasan Gen<;aga, "Growth Determinants Urban Centers of Different Sizes," p. 199.

43. Rivkin, Area Development, pp. 137-38.

44. See Ru§en Kele~, "Urbanization in Turkey," p. 77.

45. See Rivkin, Area Development, p. Ill.

46. Stileyman Ozmucur, "Distribution ofIncome in istanbul," p. 8, Tables 7 and 8.

47. Karpat, The Gecekondu, p. 94.

48. imar ve Iskan BakanhgI, 13 Buyuk fjehirde Gecekondu.

49. ibrahim Yasa, Ankara'da Gecekondu Aileleri.

50. Karpat, The Gecekondu, p. 35.
51. Many observers have expressed concern overthe potentially disruptive role of discon

tented, underemployed migrants. Rivkin sees a "concentrated urban mass ... physically close to
the center of national power [becoming] a tinderbox," while Lucien Pye contends that alienated
urban newcomers "have become in a sense loaded revolvers pointed at the responsible
government and on the verge of being triggered off at the slightest provocation." See Rivkin,
Area Development, p. 11, and Lucien W. Pye, "The Political Implications of Urbanization and
the Development Process," in Gerald Breese, ed., The City in Newly Developing Countries:
Readings on Urbanism and Urbanization (Englewood Cliffs, N.J.: Prentice Hall, 1969), p.
404. For a thoughtful critique of this perspective on the political role of the urban poor in
developing societies, see Ozbudun, Social Change, pp. 183-86.
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52. Kemal H. Karpat, "The Politics of Transition: Political Attitudes and Party Affiliation
in the Turkish Gecekondu," p. 91.

53. See Karpat, The Gecekondu, p. 156.

54. Karpat, "The Politics of Transition," pp. 91-92.

55. Request by the Turkish Government in 1970 in accordance with ECOSOC Resolution
1224 (XLII Session), Ankara 1971, quoted in Karpat, The Gecekondu, p.65.

56. Ozbudun, Social c;hange, p. 213.

57. Request by the Turkish Government in 1970 in accordance with ESOSOC Resolution
1224 (XLII Session) Ankara 1971, quoted in Karpat, The Gecekondu, p.65.

58. Mayor Ahmet Isvan, quoted in Steven V. Roberts, "Migration a Problem in istanbul."

59. Mayor Vedat Dalokay, quoted in Steven V. Roberts, "Modernization Leaves Turkey's
Culture in Disorder and Its People Seeking an Identity."
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CHAPTER 10

.Allocating Public Resources
in Urban Turkey

Michael N. Danielson and Ru~en Kele~

As emphasized in Chapter 9, public services constitute a significant com
ponent of the overall income available for distribution in a society. As a
result, the processes which allocate essential urban public services play a
major role in income distribution. In Turkey, these allocative processes are
highly centralized. About 90 percent of all public resources are allocated
through the central government's budget. Most public investments are
financed by national agencies, which distribute resources among regions and
cities in the form ofdirect investments, loans, subsidies, other credits, and tax
advantages. A substantial portion of these resources are allocated according
to the discretion of central agencies rather than on the basis of formulas,
which further enhances the role of the central government.

The dominant role of the central government in public resource allocation
means that the relative growth rates of cities and regions, the pattern and
pace of urbanization, and the functioning of the governmental machinery
which performs urban public services are all strongly influenced by the
central government's decisions and nondecisions. Despite the existence of an
elaborate network of provincial, municipal, and village governments, urban
public policy results primarily from central rather than local determinations
in Turkey. The highly centralized character ofTurkish government also gives
political parties which control the central government great discretion in
dispersing national resources among functions, regions, and urban areas.
And it sustains a built-in set of influential interests-ministers and most
members of Parliament, officials in the national ministries, and groups which
have done well in their dealings with Ankara-which seek to sustain and
expand the power of the center.

Highly centralized political systems, it is frequently argued, are essential
for effective redistribution. From this perspective, concentration of power at
the center is needed to provide a means for collecting revenues and distrib
uting benefits in an equitable fashion. Decentralization, on the other hand, is
seen as reducing the prospects for redistribution since meaningful decentral
ization implies some local control over sources of revenue and some inde
pendence from the center in allocating local resources. Under such a scheme,

\",
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wealthier areas can draw on superior local resources to serve their own
needs, while poorer localities can afford much less. The best illustration of
the impediments to equity posed by decentralization is offered by the United
States, where substantial local autonomy and state freedom from central
control result in substantial variations in tax burdens and service levels from
place to place, with poor people being concentrated in jurisdictions with
relatively high taxes and substandard services.

If a great deal ofcentralization is necessary for redistribution, then Turkey
is a political system with a high potential for developing and implementing
redistributive policies. Yet this potential has not been realized to any sub
stantial degree with respect to the distribution of public goods and services.
To be sure, the central government has sought since the establishment of the
republic to influence redistribution through the allocation of public invest
ments and services. But relatively little progress has been made toward
realizing distributive goals. One obstacle has been resource inadequacy.
Turkey's goals and needs are far greater than the financial resources avail
able to government. In part, the lack of resources results from the under
standable reluctance of elected officials in a functioning democracy to raise
taxes or to collect existing taxes more effectively. Inadequate resources also
reflect the fact that Turkey remains a relatively poor country despite sub
stantial industrialization and modernization of its economy during the past
half century. Resource constraints are explicitly recognized in the Constitu
tion, which in Article 53 states that social and economic duties and responsi
bilities of the state shall be discharged to the extent that financial resources
permit, thus setting limits to government's social undertakings.

Moreover, in allocating the resources available, the central government
has made a conscious decision to assign top priority to economic growth.
Each of Turkey's national development plans has emphasized public invest
ment in industrial facilities and supporting infrastructure. Equity considera
tions-in terms of distributing public facilities and services among regions,
types of cities, and within metropolitan areas-have been a secondary
objective.

Political realities also reduce the ability of highly centralized government
in Turkey to achieve more of its potential for redistribution. Turkish central
ization tends to serve the interests of those who exercise great influence
within the system: national political leaders, top-level bureaucrats, and
powerful economic interests. This political and economic elite derives
enormous advantage from the existence of a relatively simple central struc
ture which makes most of the key decisions affecting resource allocation.
Because power is concentrated at the top, and because most national elected
officials have a vested interest in the maintenance of centralized rule, less
influential interests in the provinces and cities have not been very effective
contestants in the fierce political competition for limited resources. More
over, the ability of local governments to respond to localized interests is
severely constrained because these. subunits are heavily dependent on the
central government for their resources and authority.
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The Nature of Centralization

The c.entralized character of the Turkish governmental system was
strongly shaped by the Napoleonic legislation adapted from continental
Europe and other historical factors. Under Ottoman rule, the administration
of the provinces of the vast empire rested not with locally elected bodies but
with agents of the central authority. Centrally appointed governors, the
pashas, had the power to collect local revenues and control expenditures for
major services as well as the responsibility for maintaining public order. For
the proper performance of their functions they were responsible solely to the
authority of the center. The public had little to say with regard to the
recruitment of local administrators or with respect to their decisions con
cerning the allocation of resources. l Like other Middle Eastern societies,
Turkey did not develop municipal institutions outside those imposed by
distant seats of empire. Thus, Turkey has no tradition of independent
municipalities with a heritage of autonomy. Contemporary municipal institu
tions are essentially the product of administrative arrangements adopted by
the Ottoman Empire in an attempt to provide adequate local services, chiefly
in Istanbul.2

Guilds performed most of the administrative, economic, and social func
tions of modern municipalities in major Ottoman cities.3 A system ofmunici
pal revenues, locally administered price controls, and municipal fines was
quite advanced by the second half of the nineteenth century.

Among the efforts to westernize the country's institutions was the intro
duction of local administration in Istanbul in the 1850s, involving the
establishment of a municipal council responsible to a quasi-mayor, or city
manager. Although this council was granted certain functions and powers,
the reform only created a new administrative agency of the central govern
ment to conduct urban affairs. It did not change the dependent character and
status of the city itself.4 Similarly, a law of 1913, adopted from France, made
it possible to elect provincial councils. These elected bodies, however, were
neither politically nor financially independent from control of the center, and
they were more accountable to the governor as the local representative of the
central government than to the local electorate.

The new Turkish Republic established in 1923 did not really attempt to
change this centralized system, although it passed legislation in 1930 to
enable local communities to create semiautonomous local authorities in the
Western pattern. Despite the establishment of modem municipal institutions
in major cities, the nature of administration remained highly centralized
mainly because of the domestic and external security needs of the newly
established state. In other words, efforts to integrate the nation both geo
graphically and ethnically did not allow the central government to delegate
much of its powers to local authorities.

Another factor fostering continued centralization under the republic was
the paucity of skilled personnel to carry out the ambitious plans of the new
government. The available talent "had to be concentrated at the center and in
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easy communication with each other. Field cadres could be given only
limited responsibility, reporting directly to the center, to forestall mistakes
about policy implementation."s As a result, the vast expansion of the Turkish
government that began under Ataturk was directed from the center and in
tum greatly enlarged the central government and its responsibilities.

The development of more independent local authorities also was inhibited
by the absence of a multiparty political system in. Turkey prior to the late
1940s. Not until the Republicans under President inonu permitted the
establishment of more than one political party after 1945 were politicians
able to make local issues subject to bargaining among rival parties, thus
increasing the importance of local autonomy. Since 1945, the existence of
freely elected municipal organs has been regarded as a precondition for
multiparty democracy, at least in the statements of party leaders and in the
programs of successive governments. Yet municipalities, with their heavy
dependence on Ankara, have not really been able to encourage the participa
tion of local people in the political process. As result, locally elected bodies
have remained as a kind of local administration commissioned, controlled,
and largely fmanced by the central government, rather than developing into a
genuine local government with active local participation and substantial local
autonomy.

Illustrative of the close control that can be exercised by the central
government are the arrangements developed to guide the transformation of
Ankara from a provincial center into the national capital. The central govern
ment decided on the amount of compensation to be paid for expropriated
lands on which the new capital was going to be built. Population projections
made by central authorities were dictated to the planner who prepared the
first master plan for the capital. The central government also established the
Ankara Planning Commission, which had control over development and the
right to subdivide and expropriate land. The planning commission was
responsible to the Ministry of the Interior rather than to the municipal
government.

The main structural features of the present system are the division of
functions and revenues between the central administration and local author
ities and the effective monopoly of Parliament with respect to legislation
concerning not only the functions of urban governments but also the kind and
amount of local taxes. Although powers and resources are divided between
the central government and local authorities by the Constitution, ultimate
power for the allocation of funds lies with the center. All kinds of appropri
ations have to be decided upon by Parliament, both in annual budgets and in
separate and special legislation. These arrangements make local authorities
entirely dependent on the central government and greatly constrain their
efforts to cope with the changing needs of a rapidly urbanizing society.

Many important decisions concerning urban areas are taken directly by
the central government or through its field organization. The country is
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divided into 67 provinces or ils, which are the main units of field administra
tion.6 Governors appointed by the Minister of the Interior serve as the head
of these provincial administrations. The provincial governor, the Vali, acts
on behalf of the central government, using powers delegated by both the
Council of Ministers and individual ministers. Governors are responsible for
directing and coordinating the works of various ministries in their juris
dictions, such as finance, interior, public works, agriculture, and reconstruc
tion. All budget requests from the central government for departmental
activities within a province must go through the governor's office. Most
governors, however, lack the administrative or political resources to provide
much effective coordination of the activities of the major ministries.

Boundaries of the provinces are determined in accordance with their
geographical and economic characteristics and with the requirements of
public services. While most urban areas are encompassed by provincial
boundaries, none of the provinces are large enough to include an entire
region. The Constitution permits the establishment of institutions comprising
more than one province for regional development purposes, but so far none
has been created. As a result, "regional planning and administration, in the
sense of a systematic, integrated, cross-sectoral approach to a geographic
area, either gets done at the provincial level ... or at the center. The
provinces are poor, understaffed, and geographically too small for sensible
planning of some functions, while the Central Government is distant and
remote from the problem."7

Decentralized Institutions

In addition to the agents of the central government in urban areas, several
kinds of local authority are involved in the allocation of public resources.
Article 116 of the Constitution describes them as "the corporate public
bodies which meet common local needs of the people living in the provinces,
cities, and villages, and whose organs are elected by popular vote." In
addition to the 67 provinces, there are 1672 municipalities and 36,000
villages. Municipalities, which must have populations of at least 2000 or be
the seats of counties, undertake basic urban services, while villages provide
essential public services in rural areas. Provinces are involved in both urban
and rural services, since their jurisdictions typically include several munici
palities and hundreds of villages. The number of municipalities has been
increasing rapidly, more than tripling between 1947 and 1976, largely
because of the availability of assistance from the central government which
only municipal jurisdictions are eligible to receive.

Rules governing the division of labor between the local administrations
and the central government and among the various units of local government
are laid down in a series of national laws, some of which are inherited from
the Ottoman Empire and others which were enacted in the 1930s. According



316 Michael N. Danielson and RU$en Kele$

to this legislation, the main criterion in partitioning public services between
central government and local authorities is to leave the latter those functions
that concern everyday life and to give the central government those of
national character. For instance, street cleaning, construction and mainte
nance of city roads, controlling food prices, town planning, and the like are
exclusively local functions. On the other hand, health, education, and
housing are mainly within the powers of the central government. In areas
such as water supply, electrification, and welfare, powers and resources are
divided among various levels of government, and local authorities have to
cooperate closely with central agencies. None of these divisions of respon
sibilities, however, is static. Changes in the allocation of functions among
governmental levels have been common during the past two decades. In
general, these changes have broadened further the role of the national
government.

Provincial Local Administration

Provinces play dual roles in Turkey, serving both as an instrument of the
central government and as an element of local government. In their role as
local governmental units, provinces perform certain urban functions like
public works, health, social welfare services, and some aspects of public
education. Since World War II, provincial authorities have been losing many
of their local functions both to central government and to municipalities. The
provincial local administration has an elected council, which selects a
standing committee from its members to carry out the work of the council
when it is not in session and to advise the provincial governor on the budget.
The appointed governor, as the head of the provincial administration, is
responsible for carrying out the decisions of the council.

Municipalities

About half of the Turkish population lives in municipalities. The 25
largest municipalities contain 60 percent of Turkey's urban population, and
their share has been rapidly increasing. Therefore, the relative importance of
municipalities among other units of local governments steadily grows.

The elected organs of the municipalities are the municipal council, the
standing committee, and the mayor. Members of the municipal council are
popularly elected for a four-year term. Its size varies from 12 for a city of
3500 or fewer inhabitants up to 100 or more for the largest municipalities.
The council is responsible for basic policy and has important functions with
regard to the budget and other financial matters. The standing committee is
the executive body of the council. Chaired by the major, it is composed of the
heads of various executive departments of the municipality, or other ex
officio members, and members elected by the council. The committee serves
as an executive body and as an advisor to the mayor and also acts on behalf
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of the cpuncil when the latter is not in session. It examines the budget
proposal prior to its presentation to the council, makes rules for the mainte
nance of law and order, fixes fares and market prices, examines monthly
expense accounts, imposes fines, and makes decisions on expropriations. As
the chief executive elected by direct popular vote, the mayor serves for a
four-year term. He prepares the budget, implements municipal ordinances
and regulations, manages public properties, and carries out other duties
assigned by the council.

Depending on the magnitude of their annual revenues, certain functions
are mandatory for all municipalities. Preparation ofmaster plans,8 protection
of human health, public safety, social welfare, culture, and town planning,
controlling the prices of food and services, establishing public libraries,
playgrounds, and public squares are required functions for all municipalities.

On the other hand, many functions are optional for municipalities, regard
less of their revenues. These include establishing commercial undertakings
such as hotels, cinemas, theaters, casinos, and nightclubs; opening savings,
mortgage, and charity institutions; operating museums, zoos, and vocational
evening courses; and setting up public transportation, water supply, energy,
and gas production and distribution systems; and undertaking low-cost
housing projects.9

Remaining functions are divided among municipalities according to their
revenues. Establishing slaughterhouses and wholesale markets (for those
with 50,000 TL or more), opening hospitals, nurseries, and orphanages (for
those with 200,000 TL or more), and opening horse racetracks and stadiums
(for those with 500,000 TL or more) are obligatory functions for those
municipalities having more than a certain amount of annual revenue. This
categorization, however, has no practical significance because ofthe decrease
in the value of the lira during the 45 years following passage of the municipal
law in 1930. Today, almost all of the functions mentioned in the law are
mandatory for all municipalities. See Table 10.1.

TABLE 10.1
Municipalities by Revenue Groups: 1972

Estimated Revenues Number 0/Municipalities % o/Total

10 million TL and more
5-10 million TL
1-5 million TL
0.5-1 million TL
0.1~.5 million TL
0.1 million TL and less

45
56

335
339
703

32

1510

3.0
3.7

22.2
22.5
46.6
2.0

100.0

Source: Ankara Belediye Ba~kanhk Uzmanlan, Toplumcu Belediye (Ankara,
1977).
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The important implication of distinguishing among municipalities in this
way is that no appropriations can be made in municipal budgets for any
optional functions until all mandatory ones are properly performed. This
distinction, however, is artificial and misleading. Most of the functions that
were regarded as less important in the early 1930s when the municipal law
passed have become essential services today in urban areas. Second, more
than half of Turkey's municipalities are rural communities of less than 2500
inhabitants, which do not need many of the urban services required of all
municipalities by the law. See Table 10.2.

Administrative Tutelage over Municipalities

The council of ministers, individual central ministries, and the governors
as their provincial agents exercise extensive tutelage powers over all local
authorities. Administrative tutelage is the major expression of the depend
ency of local governments on the center. Tutelage encompasses the decisions,
activities, organs, and personnel of local governments. No municipality is
exempt from these controls no matter how large. The major objectives of
central tutelage are to ensure conformity of the activities of various local
government units with general rules, to secure cooperation and collaborati~)D

between local governments, to provide identical minimum standards for
urban public services throughout the country, and to reduce regional and
interurban disparities. From the perspective of income distribution, adminis
trative tutelage is important because of its potential as a means of promoting
more equitable patterns of socioeconomic development.

In most important matters requiring decisions by local bodies, including
financial matters, ex ante approval of the central authorities is a precon
dition. There are several drawbacks to such strict control. The pervasive
tutelage exercised by the central authorities precludes the development of

TABLE 10.2
Municipalities by Size: 1976

Size Groups

501-2,000
2,001-5,000
5,001-10,000
10,001-25,000
25,001-50,000
50,001-100,000
100,001 and more

Number ofMunicipalities

158
1033
223
152
64
20
22

1672

% ofthe Total

9.4
61.8
13.3

9.1
3.8
1.2
1.4

100.0

Source: iller Bankasi, Belediyelerin Elektrik Durumlan [Municipal electrifi
cation] (Ankara, 1976).



Allocating Public Resources in Urban Turkey 319

much local autonomy. The implementation of tutelage powers also tends to
increase bureaucratic formalities, thus preventing local authorities from
meeting local needs expeditiously. Another problem is that the meaning of
tutelage powers frequently is misunderstood in Turkey. Tutelage has become
entwined with hierarchical administrative relationships which put local
governments under unnecessarily strict control by the center. Finally, tute
lage provides the political party in power with opportunities to deflect
demands from municipalities controlled by opposition parties.

Local Finance

The dependence of local governments on central government expresses
itself not only in hierarchical administrative relations but also in financial
relationships. The structure of the local revenue system underscores the
centralized nature of revenue sharing in Turkey. Under this highly cen
tralized system, less than 10 percent of all revenues flow directly to local
governments. Key productive taxable resources such as personal income,
corporations, fuel production, and customs are left to the central government.
Even the revenues derived from levies on the incremental value ofurban land
and the tax on real estate transactions come to the central government.
Moreover, the local share of total government revenues has been declining in
recent years, despite the steady increase in the demand for local services in
the wake of rapid urban growth.

The Municipal Revenues Act of 1948 establishes direct municipal taxes
and local shares of certain national taxes as the main sources of municipal
revenues. The former includes users taxes, fees, and charges. Revenues from
municipal economic enterprises and miscellaneous revenues supplement
these local revenues. Municipalities receive fixed shares of such national and
provincial taxes as personal and corporate income levies, customs and excise
duties, taxes on monopolies, and highway user taxes.

Property taxes which normally belong to local authorities are shared by
governments at various levels in Turkey. The property tax is collected by
the central government, and its revenues are shared by municipalities and the
local provincial administrations, which receive 45 percent and 35 percent,
respectively. The central government retains the remaining 20 percent in
exchange for its collecting the tax. Thus, less than half of the property tax,
which almost everywhere in the world constitutes the major source of local
revenues, is available in Turkey to municipalities which provide the majority
of basic urban services. Further reducing local revenues from property taxes
are undervaluation and very low rates. Homeowners have to pay only 0.4
percent of the value of their property. Even with these limitations, property
taxes provide the bulk of locally derived revenues. Other direct municipal
revenues-including fees, license taxes, fines, revenues from municipally
owned economic enterprises, and other user charges-make relatively little
contribution to total municipal revenues.
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Local shares of national taxes are quite small: 5 percent of the income tax
and corporations tax, 2 percent of the tax on state monopolies, 8 percent of
the fuel consumption tax, and 15 percent of customs and excise duties.
Population is the prime criterion for the distribution of the local shares of
these national taxes, with 80 percent given to all municipalities on the basis
of their populations in the last census. Every municipality receives an
allocation, with the largest getting the lion's share. In 1975, the minimum per
capita share allocated to each city was over 100 TL (approximately $5).
This means that even the smallest municipality of 2000 inhabitants receives
at least 200,000 TL from the central government. This is the reason why
rural communities seek to obtain municipal status.

The remainder of the local shares goes to the Joint Municipal Fund which
is used to provide long-term loans to small cities (those with 50,000 or fewer
inhabitants) for such local services as water supply, energy, sewage disposal,
and preparation of official city maps and master plans. Municipalities have
to pay back these loans over 20 years, but no interest is charged. The central
agency charged with distributing these shares and managing the Joint Muni
cipal Fund is the Bank of Local Authorities (Iller Bankasi), which comes
under the Ministry of Reconstruction and Resettlement.1o

The main revenue sources of the provincial local administrations are the
shares from national taxes, grants from the national budget, and their own
resources such as property taxes and rents. On the whole, provincial local
administrations fare better than municipalities in terms of sharing national
taxes. While their actual share is smaller than the cities, their service
responsibilities are much smaller.

A final factor affecting public fmance and intergovernmental fiscal rela
tions is the general poverty of taxpayers. Tax-paying capacity is extremely
low for the vast majority of citizens, which severely limits the amount of
resources available for distribution among the various levels of government.

Assistance from the Central Government

In Article 116, the Constitution gives a mandate to the state to ensure that
local authorities are provided with sources of revenue in proportion to their
functions. During the years following the adoption of the Constitution,
this constitutional imperative has not been realized. As a result, rapid
urbanization has pushed the large municipalities into serious financial trouble
by increasing the kinds and scope of their functions, as well as the expecta
tions of the urbanizing masses, with no concomitant increase in local
revenues. A draft law designed to enhance local revenues was submitted to
Parliament in the early 1960s but has been withdrawn by the government
several times for further refinements and remains in parliamentary com
mittee. Underlying Parliament's reluctance to deal with the issue of munici
pal revenues has been the extra tax burden that reform would place upon
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citizens, which poses substantial politICal hazards for those involved in
pushing the legislation through Parliament.

In the .absence of satisfactory measures to provide additional financial
means to municipalities, the central government has had no choice other than
to continue to expand its assistance to local authorities, primarily in an ad
hoc rather than systematic way. Some financial assistance is made available
through the annual budget or by special laws; other aid falls within the
discretionary powers of the government. The latter constitutes a major
channel for the central government to influence the electorate and the
political fortunes of locally elected bodies. Numerous examples illustrate the
nature of this discretionary assistance to local governments:

1. The central government, through the budgets of various ministries,
makes funds available for certain services and for certain cities. These are
usually the biggest metropolises, and the services involved include housing,
sewage disposal, and expropriation ofreal estate. For example, the national
budget for 1967 allocated 5 million TL (approximately $250,000) for the
expropriation debts of the cities of Istanbul, Ankara, and Ismir.11

2. The central government acts as a guarantor of the loans that munici
palities need to borrow from national and commercial banks and from the
state economic enterprises. If denied this guarantee, municipalities may run
into financial difficulties. Political parties controlling the national govern
ment have made extensive use of this opportunity to alleviate the financial
troubles of cities run by mayors of the same party.

3. Another way of assisting municipalities is to pass special legislation for
partial or total cancellation or postponement of their debts to the treasury or
to the state economic enterprises. Three such laws were passed during the
last 15 years, in 1965, 1971, and 1975, canceling the total debts to the
treasury and postponing the repayment of those borrowed from the state
economic enterprises. By these three laws, approximately 5 billion TL ($250
million) of debts have been covered by a national moratorium.

Although these central actions appear at first instance to have a strength
ening effect since the municipalities were nearly bankrupt, there are draw
backs associated with this form of "negative assistance." The major bene
ficiaries of these laws have been the largest municipalities that have applied
most often for loans from the central agencies. Istanbul, Erzurum, Konya,
and Kayseri in 1965 and Malatya, Erzurum, Diyarbaklr, and Samsun in
1971 have benefited most from moratoriums.12 As a result, national mora
toriums unfairly differentiate between the borrowing large cities and the
nonborrowing small ones which do not borrow because of their limited
repayment capacity or because of political reasons. Also, the municipalities
benefiting from these moratoriums generally have been located in the
provinces of western Anatolia. The moratoriums, therefore, tend to enhance
rather than reduce regional disparities in the performance of urban public
services. Indeed, the share of the relatively developed regions in these
"benefits" was 81.9 percent in 1965 and 61.1 percent in 1971 Y
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4. The Ministry of Interior assists municipalities in dealing with urban
traffic problems. It allocated more than 100 million TL out of the Joint
Traffic Fund between 1963 and 1971. Mostly, smaller municipalities take
advantage of this fund for constructing bus terminals and parking facilities.

5. The central government has taken over the function of providing water
supply for both large and small municipalities. A special law of 1968 enabled
the General Directorate of the State Hydraulic Works of the Ministry of
Energy and Natural Resources to deal with the preparation and implementa
tion of water projects of .cities with 100,000 or more inhabitants. The
Ministry of Reconstruction and Resettlement and the Ministry of Village
Affairs, after its creation in 1964, deal with the water needs of smaller
municipalities. Similarly, the Turkish Electricity Authority (TEK), a part of
the Ministry of Energy, is responsible for the establishment ofpower installa
tions of cities with 100,000 or more inhabitants. This authority also has
taken over the responsibility of village electrification from the Ministry of
Village Affairs.

6. A major part is played by assistance from the Ministry of Reconstruc
tion and Resettlement to the municipalities. See Table 10.3. It is one of the
most important central institutions exercising tutelage control over munici
palities and having financial resources to assist them. The ministry performs
its fmancial role either directly, or through the Real Estate Bank (Emlak
Kredi Bankasl), or through the Bank of Local Authorities (Iller Bankasl).
The ministry assists municipalities directly with funds from its own budget
for such purposes as expropriations and implementation of local master
plans.

The Real Estate Bank makes mortgage loans for the construction and

TABLE 10.3
Assistance to Municipalities by the Ministry o/Reconstructiolt, 1964-1973

For Expropriation For Plan Implementation
Year (000 TL) Cities (000 TL) Cities

1964 1,000 2
1965 1,500 3
1966 1,500 8
1967 3,000 30 2,000 2
1968 6,000 57 1,500 6
1969 20,000 141 2,000 7
1970 5,000 32 4,223 23
1971 20,000 108 2,000 32
1972 7,200 64 2,000 4
1973 42,000 14,000

Source: imar ve iskan BakanhgJ, 50 Yzlda jmar ve Yerle~me (1923-1973)
[Development and settlement in 50 years] (Ankara, 1973), p. 86.
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purchase of low- and middle-income dwellings, in addition. to its role of
supporting the development of the buildings and building materials industries.
In addition to acting as an intermediary for the distribution of shares from the
national taxes to municipalities, the Bank of Local Authorities also helps
municipalities by providing long-term loans and technical guidance. During
the past two decades of planned development, the regulations governing the
lending functions of these two banking agencies have been subject to rela
tively objective criteria. As a result, the influence of partisan considerations
on the distribution ofthese funds is much less than was the case in the preplan
period.

The Ministry of Reconstruction also administers the National Fund for
Gecekondus which was established in 1966 by the New Gecekondu Law.
The ministry can use this fund at its discretion for a variety of purposes,
which are discussed below. The fmancial opportunities provided by this
legislation have been used by the Ministry of Reconstruction with little or no
attention to the objective needs of rapidly growing communities. The con
stituencies of several ministers receive large grants from the fund, as did the
municipalities considered politically important by the government in Ankara.

Given the insufficient resources of the municipalities, central assistance is
critically important to local authorities, and because of its importance,
assistance is frequently used as a means of increasing the dependence of the
local governments on the center. As a result, the political autonomy of local
authorities is further limited by the financial and technical superiority of the
center. Assistance also provides the center with a means of differentiating
among cities.

In addition to loans, subsidies, and grants to municipalities, the central
ministries, state economic enterprises, and other public authorities make sub
stantial general investments in urban centers. With 45 percent of all invest
ment in Turkey made by the public sector, the central government's invest
ments playa crucial role in influencing the relative degrees ofdevelopment of
regions, cities, and towns. These investments include economic infrastruc
ture for energy, petrochemicals, steel and iron installations, dams and large
scale transportation systems, as well as such social services as health,
education, housing, and communications.

Outlays by these various central agencies provide the lion's share of
public investments in Turkey. In. 1972-1973, the province of Istanbul
received 1368 million TL from the central government, while total local
investments in the area were only about 150 million TL. Nationally, the
municipal share of public capital formation is even smaller and has been
declining for some time. In 1975, the municipal share was 7.0 percent; it
dropped to 6.1 percent in 1976 and 4.7 percent in 1977.14

Unlike many elements of central assistance, capital investments have
been directed toward the underdeveloped regions of eastern Turkey. During
the first three development plans (1963-1977), out of 146 billion TL of
public investment in the provinces, 29.9 percent has been made in 40
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provinces designated as priority regions by the State Planning Organization.
These investments have spurred the rate of growth of cities and towns in the
less developed regions, which was spectacularly high in the last two
decades.1s

Financial Burdens Imposed on Municipalities

The central government increases the financial burden ofmunicipalities in
various ways. For example, by passing a new personnel law increasing the
salaries of the public personnel in the late 1960s, Parliament made it
impossible for large cities to meet their payrolls or have balanced budget
estimates. Although the municipal law limits the cities' expenditures for
salaries to 30 percent of their own resources, large municipalities have had to
pay as much as 70 to 80 percent of their revenue for salaries.

Local fmancial problems also are intensified by the failure of the central
government to meet its legal obligations to cities. Payment of local shares
from national tax revenues is often postponed or not made at all. As the
example in Table 10.4 indicates, local authorities receive only a small
portion of what they are entitled to under the law.

The major burden, however, is excessive centralization, which denies
cities the necessary means to deal adequately with urban problems and the
flexibility to determine local taxes and local public expenditures. Although
the Constitution implicitly provides an equitable distribution of revenue
sources between various levels of government, major tax sources have not
been reserved to local authorities. Instead, the present system empowers the
central government to fix tax rates accordingly to its own needs, leaving
municipalities with virtually no discretionary powers.

Under this financial system, large municipalities face unsurmountable
difficulties in meeting local service needs. The city of Ankara is able to
provide 24-hour water supply to only 70 percent of its population.16 In the
early 1970s, per capita municipal expenditures in Istanbul were 300 TL and
in other municipalities in the metropolitan area only 170 TL. The mayor of
Ankara recently reported that the city can spend no more than 400 TL per

TABLE 10.4
Actual Payment ofLocal Share ofthe Fuel Production Tax

Percentage ofShare Received by:

Year Municipalities Provincial LocalAdministrations

1968
1969
1970

11.3
4.0
3.5

12.9
0.9
7.7

Source: R Kele~, "Belediye Gelirleri ve Mali Denkle~me," p. 68 (see Note 13).
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TABLE 10.5
Esttmated and Realized Budget Figures ofthe City ofAnkara (TL)

Year EstimatedBudget RealizedFigures Realization(%)

1973 686,743,000 626,206,317 90
1974 1,287,978,190 545,244,616 40
1975 1,291,171,940 662,551,657 51
1976 996,422,686 760,748,108 76

Source: Ankara Belediye Ba~kanh~, 1976 Mali Yzlz Calzs.ma Raporu, p. 35 (see
Note 16).

person for urban services, while a per capita service production of 750 TL is
required. 17 In addition, municipal budgets often bear little relation to fiscal
reality. They typically contain fictitious revenue figures which are never
realized in order to achieve the "balanced" budget required by law. See
Table 10.5. Istanbul is able to carry out less than a third of its budgeted
investments and in 1973 received less than 62 percent ofthe 1173 million TL
in budgeted revenues. 18 As indicated in Table 10.6, Istanbul's deficit has
been rising rapidly because of the lack of realistic revenue estimates as well
as because of exaggerated revenue expectations from the sale of municipal
land. Similar problems have forced growing deficits on other major cities. See
Map 10.1.

Limited Adaptability ofthe System to Urban Change

Turkey's highly centralized system of resource allocation has not adapted
very effectively to the changing needs created by rapid urbanization and the
resulting need for urban public services. Progress in technology and changes
in the concept of public services have adversely influenced the capabilities of

TABLE 10.6
Deficits ofthe Municipality ofIstanbul' 1968-1974 (in thousands ofTL)

Year Revenues Expenditures Deficits

1968 407,516 425,891 18,375
1969 422,960 484,538 57,578
1970 442,661 526,233 83,572
1971 503,405 620,076 116,671
1972 645,781 686,020 40,239
1973 722,140 800,771 78,638
1974 777,422 1,069,973 292,551

Source: Metropolitan Planning Bureau of Istanbu~ p. 15, Table 2.6.6 (see
Note 18).



Map 10.1. Financialstate ofTurkish municipalities in 1976.

• Municipalities with budget deficit in 1976

• Municipalities with budget surplus in 1976

@ Municipalities with biggest deficit figure (total deficits of five municipalities: 317 mil. TL)

~ Municipalities with biggest surplus figure (total surpluses of six municipalities: 71 mil TL)

Source: Daily Newspaper Hurriyet January 3, 1977.
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local authorities to cope with increasing demands of the urbanizing masses.
Cumbersome procedures for enacting necessary legislation have enabled the
central government to forestall almost all attempts to modernize and reor
ganize the local governments. Recommendations of two important studies on
the reorganization of local government and of the provincial organization of
the central administration were stymied, largely because of the reluctance of
national politicians and because of the lack of adaptability of the. present
system}9 Similarly, attempts to reform central-local relations in the frame
work of flexible intergovernmental fiscal relations and to pass new laws on
municipal administration and local provincial administration have failed.
Political leaders at the center were unwilling to support reforms concerning
local authorities because they feared that strengthening local autonomy
would enable cities to act more independently from the center, which would
cause politicians in'Ankara to lose control over local affairs. 20

In the meantime, functions such as education, health, and energy, which
require large· capital outlays and qualified personnel, have passed gradually
into the hands of central government. Capital and personnel inadequacies are
why most municipalities and local provincial administrations began to
abandon their health functions to the Ministry of Health. The increasing
costliness of operating hospitals also played a major role in this shift. The
expanding responsibilities of the central government with respect to water
supply projects of almost all municipalities also illustrate the increasing role
of the central administration in local affairs. Not all central efforts to expand,
however, are successful. In 1975, the Ministry of Energy decided, on the
grounds of its interpretation of a provision in its organic law, to annex the
Electricity Agency of the city ofAnkara. The municipality filed a suit against
this decision in the Council of State, the highest administrative court, arguing
that the ministry's action violated its autonomy. The verdict of the court
recognized the right of the municipality to run its own electricity agency.21

Turkey's centralized governmental system also has not easily adapted to
the spread of urban development beyond traditional municipal boundaries.
Especially in western Anatolia, rapid urbanization has overrun conventional
municipal jurisdictions, thus steadily reducing their ability to cope with urban
growth and service needs. Metropolitan growth in Istanbul and Izmir, most
urban experts agree, necessitates not only the reconsideration of municipal
boundaries but also the creation of metropolitan institutions equipped with
administrative, financial, and planning powers. Lacking any legal basis for
creating metropolitan governments, the central government in 1967 estab
lished metropolitan planning bureaus responsiblefor developing master plans
for the metropolitan areas. Although this cabinet decree responded to the
need for comprehensive metropolitan planning, local autonomy hardly was
enhanced by the creation of metropolitan planning agencies controlled by the
Ministry of Reconstruction. Nor did the establishment of planning agencies
come to grips with the complex problems of providing area-wide services. No
means exist to resolved equity questions between smaller municipalities and
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the central cities with respect to water, energy, public transportation, and
other urban infrastructure. And the major metropolitan areas continue to lack
institutions capable of undertaking area-wide development projects. Lack of
such capability led the International Bank for Reconstruction and Develop
ment to suspend its financial aid to the city of Istanbul for the construction of
a large-scale sewerage system.

Political and Administrative Realities of Centralization

Centralization clearly has an enormous impact on resource allocation in
Turkey. The dominant role ofthe central government is the fundamental legal
and political fact of life. Yet centralization does not produce monolithic
control from the center. The central government consists ofmany component
institutions, which bring a variety of perspectives and interests to the imple
mentation of their programs and their relations with local governments.
Moreover, Turkey is a parliamentary democracy, with all national elected
officials representing local constituencies. As a result, governmental and
party leaders are responsive to the interests of local governments and a wide
variety of groups.

Components ofthe Central Government

Central government deals with local governments and urban problems
primarily along functional lines. As a result, central policies are developed
and implemented largely in terms of the frame of reference of individual
ministries rather than in the context of overall strategies of urban develop
ment or general plans for improving public services. As a result, local govern
ments depend primarily on individual ministries for authority and assistance
to undertake their key functions; for example,

1. The Ministry oflnterior, as one of the central tutelage institutions, has the right
to approve local budgets. It also provides financial aid to local authorities for
parking facilities, bus terminals, traffic signals, and construction of public
buildings.

2. The Ministry of Reconstruction has to approve all master plans prepared by
municipal councils. Municipalities also have to get the approval ofthe ministry
in order to appoint the director of the planning department. Communities ofless
than 10,000 inhabitants are not required by law to prepare master plans, unless
the ministry deems it necessary for their future urbanization and development.
Similarly, the ministry can directly prepare plans even without the consent of
the municipal council, for those communities where planning is necessitated by
natural disasters, by the requirements of the gecekondu law, or by uncoordi
nated urban development in metropolitan areas.

3. The Ministry of Health must approve the appointment of municipal medical
chiefs.
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4. The Ministry of Transportation is responsible for approving all fares for public
transportation adopted by city councils.

5. All tariffs adopted by municipal councils regarding energy prices have to be
approved by the Ministry of Energy and Natural Resources.

Power and financial resources tend to flow along these functional channels
between the center and local authorities. As a result, cooperation and conflict
between national and local officials also is organized primarily along func
tionallines. With the steady expansion of governmental functions and heavy
national involvement in almost every local activity, these functional channels
have multiplied. In the process, functional alliances have grown up between
national and local officials with similar specialized interests.

As in most political systems, the development of coordinating mech
anisms at both the national and local level has not kept pace with the elabor
ation of functional programs, agencies, and intergovernmental relationships.
At the center, there is little effective coordination of policies of the various
ministries whose activities affect both the functioning of local government
and the pace and pattern of urban development In general, functional
agencies have been "allowed to establish their own systems of priorities ...
with external constraints limited largely to the total funds available in an
annual budget and the requests from political leaders for specific projects."22
For their part, city governments lack the resources, personnel, or political
leadersh.ip to orchestrate their multiplying relationships with the many com
ponents of the central government.

Development and coordination of national settlement policies and pro
grams affecting the growth of cities and regions are the responsibility of the
State Planning Organization and the Ministry of Reconstruction amd
Resettlement. The planning agency assists the central government in the
formulation of housing, regional development, urban public services, and
environmental policies. Moreover, it also has a major coordinating responsi
bility, serving as the screening agency for investments of all central ministries
including housing, regional development, health, education, water, energy,
and transportation. All of these departments have to get the approval of the
State Planning Organization for major investments included in their yearly
work programs.

The Ministry of Reconstruction is the major central institution directly
responsible for developing policies for population distribution, housing,
urban infrastructure, and regional development. It possesses vast powers of
investment, research, regulation, and advice, and performs its functions
through three major general directorates: planning, housing, and municipal
services.

Since both the Regional Planning Department of the Ministry of Recon
struction and the State Planning Organization are authorized by their organic
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laws to prepare regional development plans and policies, conflict arose
between these two central institutions as to the scope ofthe responsibilities of
each. Due to the vague nature of the legislation, collaboration between them
was ensured by ad hoc agreements, by which the Ministry of Reconstruction
was made chiefly responsible for data gathering, research, analysis, and plan
making and the State Planning Organization for approving and directing the
allocation of resources and for setting up the incentives and priorities for
development regions. 23

Local Pressures on Central Government

Formally, local governments have practically nothing to say about the
ways in which central authorities allocate resources. Under the law, either
the State Planning Organization or individual ministries decide on the
priorities and technical standards for public services for every city and
region. Informally, however, local leaders and community representatives
are able to bring pressure to bear on the central government to secure a
factory, or a hospital, or cultural institutions, or water facilities for their city
or neighborhood. The main channels for these pressures are the party organi
zations. On many questions, the central government is receptive to local
pressures, particularly with respect to the improvement of squatter settle
ments with their large masses of voters. Facilitating the ability of the central
government to respond to local pressures is the existence of discretionary
resources such as the Gecekondu Fund, the Joint Municipal Fund, and the
Workers Pension Fund in the Social Insurance Agency. Funds from all of
these sources frequently are dispensed so as to satisfy the demands of
particular constituencies.

The degree to which these local pressures succeed depends in part on the
amount of potential votes that the party in power expects to receive from the
affected constituency. Another major factor is the political party affiliation of
the mayor and members of the council of the city in question. If they are of
the same party as the minister, their chances for success are much higher than
for local officials who belong to opposition parties.

Size of community also plays an important part in determining the success
of local pressures. It is difficult for the central government to resist pressures
from large cities for more resources, while demands from smaller munici
palities are more easily deflected. On the other side of the ledger, the large
cities have proportionally greater needs than smaller communities. Most of
the large municipalities are poorer than smaller ones because they are
responsible for the performance of a much wider range of functions without
having corresponding fiscal resources. The costs of providing services are
considerably higher in the large cities. A recent report estimated that a
modern sewerage system for Istanbul would cost as much as 15 billion TL.24
In addition, large municipalities serve not only their own inhabitants but also
the population of extensive regions. Moreover, the growth of major metro
polises is largely determined by factors beyond the control of local officials.
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To a substantial degree, their rapid expansion has resulted from central
governmental policies affecting industrialization, settlement, and urbani
zation. Therefore, the big cities contend, central authorities should take
necessary measures to provide additional resources to the cities whose
growth it· has encouraged. For example, since Ankara's status as national
capital increases local costs, city officials argue that these expenses should be
underwritten at least in part by the central government

The political efforts of the major cities are complicatedby the lack of legal
differentiation between larger and smaller municipalities. Turkish law does
not distinguish between municipalities of various size in terms of powers,
functions, revenues, and responsibilities. Istanbul with its 4 million popu
lation and a municipality of 2500 are subject to the same law, have identical
sources of revenues, and perform similar functions. Yet many services that
are not needed in smaller municipalities or are· performed by citizens through
self-help schemes require large sums of capital in the major cities. Thus,
much of the political effort of the larger cities seeks to redress the lack of
equity inherent in a system which provides the same basic financial resources
to all size municipalities.

The Role ofPolitical Parties

As indicated above, political parties are the main instrument by which
local pressures are brought to bear on the central administration. Perform
ance of this political function, however, does not mean that parties are the
champions of local autonomy. Like government, political parties are cen
tralized in Turkey. Local party organizations are closely linked to national
party leaders, and local politics are"so fully integrated with national politics
that national issues tend to become the chief ones in local politics."2s Until
recently, all political parties regarded the centralized character of the gov
ernmental system as given and sought to use centralization to their ad
vantage. The parties in power had no interest in counterbalancing the
authority of the center by supporting measures which would enhance local
autonomy. Instead, they have employed all available channels to reward
politically loyal municipalities.

Although members are elected to the National Assemblies from specific
constituencies, they are supposed to represent the entire electorate. This
constitutional provision formally prevents legislators from acting as delegates
of their constituencies. Informally, however, fe'w members refrain from
bringing every possible pressure to bear upon fellow party members who are
ministers and high-ranking bureaucrats in order to have their locale selected
for central investments and assistance. Local politicians, mayors of small
municipalities, and local party representatives from less developed regions
are unable to manipulate the central machinery as effectively as national
politicians. Local politics also are strongly influenced by the political ad
vantages enjoyed by the adherents of the parties which control the central
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government. The public understands that only local officials loyal to the
party in power have much chance of receiving funds from the center; thus
adherents of the dominant. party in Ankara have an advantage in local
elections. Given the benefits they derive from the existing system, national
politicians have had little incentive in the past to support reforms which might
decrease the dependence of local government on the center.

In recent years, however, change has occurred in the views on centrali
zation and local autonomy of one major party-the social democratic Re
publican People's Party-mainly because of the increasing support that the
party has received from larger municipalities in recent elections. Republican
candidates for mayor won in most of the largest cities in the 1973 local
elections. Out of the 20 cities with 100,000 or more inhabitants, Republi
cans were elected mayor in 14, which account for 56.6 percent of the urban
population. The remaining 6 cities, won by other parties, encompassed only
9.5 percent of the urban population.

These political changes created new tensions between the central govern
ment and the large municipalities. The leaders of the conservative coalition
governments which have ruled Turkey since 1974 tried to penalize the cities
under Republican control in a variety of ways. The Ministry of Finance
vetoed the applications of Istanbul, Ankara, and Izmir for financial as
sistance. As a result, municipal workers did not receive their wages as
scheduled, and long delays in issuing paychecks and rejection of demands for
wage increases caused workers in several municipal departments to go on
strike.

Central departments controlled by the parties in power also rejected or
delayed several social, economic, and planning projects prepared by the
biggest municipalities. For example, a large-scale low-cost housing project
submitted in 1973 by Ankara designed to establish a new town of 350,000
for squatters and other workers at large industrial estates was delayed for two
years before being approved at the end of 1976.26 Similarly, Ankara's
attempt in 1975 to modify its master plan. so that land belonging to the
Ankara Golf Club could be developed as a public park was obstructed by the
Ministry of Reconstruction. 27

Most dramatic was the attempt of the Minister ofInterior to fire the mayor
of Ankara without basing this action on legally tenable grounds. Instead, the
minister maintained that the mayor had incited general services workers to
strike, thus endangering public health because of the piles of rubbish on the
sidewalks. The Council of State, however, quickly reinstated the mayor by
nullifying the decision of the ministry.

With its growing political base in the large cities, the Republican People's
Party now favors local autonomy, including the full participation of all social
classes in decision making. 28 This conception also includes giving priority in
the allocation of resources to squatter settlements, as expressed in the
annual report of the mayor of Ankara. The party proposes the creation of
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development units combining the advantages of urban industrial and rural
communities and involving an increasing degree of popular participation in
decision makiog. 29

These proposals are generally in line with the approach of the newly
established Association of Progressive Municipalities (Devrimci Beledi
yeler Demegi) which was set up in 1974 by the municipalities controlled by
the Republican People's Party. Until 1974, the Turkish Municipal Asso
ciation comprised all municipalities. The new group broke away because of
differences concerning the administration of local authorities. Although the
Turkish Municipal Association represents more than half of all munici
palities, the cities in the new association encompass almost 60 percent of the
municipal population.

Interest Groups

A wide variety ofgroups attempt to influence governmental policies which
affect urban areas. Because of the key role of parties in the Turkish political
system, a great deal of group activity is directed through party organizations.
Associations of small craftsmen, which are among the most influential inter
ests in municipal affairs, have particularly close ties with the major political
parties. These associations typically are well represented in the highest local
organs of the parties, which increases their ability to protect the interests of
their members. At the same time, leaders of these groups depend on party
support to maintain their positions. As a result of their intimate links with the
parties, candidates for local office frequently are drawn from the member
ship of these associations. A recent study indicated that half of the members
of the municipal councils in Ankara, Izmit, Antalya, and Zonguldak were
small businessmen and craftsmen. 30 Through their ties with party organi
zations and representation on municipal councils, small business organiz
zations have been extremely influential in ensuring that municipally fixed
prices for various goods are acceptable to their members. 31 Centralization
has not been a major concern of these interests, since they have prospered
under the existing system. Through their influence on prices in municipal
councils and by other informal means, small business interests have been
able to sustain profit margins which are well above average.

Major economic interests are less directly involved with local political
parties. However, they inevitably become involved in issues of urban growth,
services, and taxes. Business associations generally have opposed govern
mental intervention in the urban housing and land markets, and influential
landowners have enjoyed great success in most cities in securing favorable
actions from local councils. Both business and landowner groups have
brought pressure upon members ofParliament to squelch attempts to increase
property taxes. In the Istanbul area, chambers of commerce have opposed
further growth because overcrowding makes the operation of industrial
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enterprises more costly, difficult, and less productive. As a result, in
dustrial interests have favored partial decentralization of population within
the Marmara region and closely cooperated in the early 1960s with the
Istanbul Metropolitan Planning Bureau in the preparation of a plan designed
to curb future immigration into the area.

Labor unions generally have supported central intervention in local hous
ing and land markets. One of their major interests has been workers' housing
financed by the National Social Insurance Agency. Begun in the early 1950s,
this program provided for the construction ofcooperative housing for workers
in cities of more than 10,000 and in centers of provinces. The unions have
been distressed by the lack of interest in this housing program on the part of
many municipal administrations. They also have pressured the central
government to improve the efforts of the National Social Insurance Agency,
with their principal concerns being the agency's cumbersome lending pro
cedures, the inadequacy of the amount allocated per worker, the deleterious
impact of land speculation and inflated construction costs on the program,
and, as a result of all of these factors, the failure of the program-which
produces only 2500 dwellings annually-to benefit many workers.

Defense of the interests of their members also has led the unions to oppose
some housing and land programs developed by the central government. In
1963, the unions protested against the limitation put on the maximum floor
space for social housing, which was ordered for the purpose of increasing the
number of units constructed with the same amount of investment A few
years later,. they refused to pay their share of the fund to improve squatter
settlements created by the gecekondu law enacted in 1966 on the ground that
union members were not the ones living in those areas; they did not want to
take on the burden. The unions' application not to pay this share was
approved first by the Council of State and later by the Constitutional Court,
which annulled the contested provision of the gecekondu law in 1971.

Neighborhood associations have been organized primarily in gecekondu
areas, where group solidarity tends to be high and dependence on. govern
ment is great. Especially in the more established squatter settlements, these
"societies for settlement improvement" function as liaison offices between
gecekondu dwellers and the political parties, local authorities, and central
government. Their political objectives have been to win governmental recog
nition of their communities, provision of public services, and legalization of
individual holdings through the acquisition of a land deed, or tapu. The
associations' principal political resources are the votes of their members,
which, as Karpat reports, leads the gecekondu associations "to conduct
political bargains with city and even national politicians."32 From municipal
officials, they have won public services and other improvements. Even more
important to gecekondu dwellers have been pressures on the central govern
ment for amnesties on their illegal occupation of public lands, which has
made it possible for scores of thousands of squatters to obtain the treasured
tapu for their homesite.
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The Interplay ofCentralizing and Decentralizing Tendencies

So far, the centralizing features of the Turkish political system have been
strong enough to survive growing pressures for more decentralization and
local autonomy. During the first 40 years of the Turkish Republic, the rapid
expansion of government steadily strengthened the centralized character of
the system. These developments have been reinforced by the strong vested
interests of central political leaders and bureaucrats in the existing system.
As a result, until recently centralization has never been seriously challenged
by alternative models of planning, policy making, and resource allocation.
During the 1960s, however, there was growing recognition that the system as
organized was incapable of providing effectively many of the centrally
financed services needed by local communities and less developed regions.
These concerns prompted reorganization of the provincial structure of the
central administration through the establishment of regional offices according
to Article 115 of the Constitution. Also undertaken was a major effort to
encourage the development of backward regions through a series of regional
development projects within the framework of development strategy and
priorities fonnulated by the State Planning Organization. These efforts were
fostered by the creation of a central ministry responsible for the distribution
of population, housing, and planning and by the establishment of the State
Planning Organization in 1960. Selection of certain less developed regions
and about 40 provinces for priority development was the major result of these
changes.

These decentralizing tendencies of the 1960s, which were chiefly neces
sitated by the needs of central planning, were followed in the 1970s by a
growing demand for more decentralization and greater local autonomy.
These demands were the expression of a kind of populism which was in
creasingly supported by urban lower-income city dwellers and intellectuals
on the left who viewed popular participation in local affairs as a precondition
of pluralistic democracy. The results of recent elections seem to suggest that
this tendency will continue to grow and will operate mainly in two directions:
(1) more political and financial autonomy to the inhabitants of the less
developed regions and (2) more independenee for the largest metropolises.
The central government, however, retains the ultimate authority on these
questions. As a result, efforts aimed at making local authorities less de
pendent on the center are bound to fail unless there is a consensus among
national leaders with regard to the distribution of fmancial means and
resources.

Devising and Implementing Public Policies

In this section, we shall examine regional development policy, the role of
the Bank of Local Authorities in the provision of urban public services, and
gecekondu policies. Lack of development controls, acute housing shortages,
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and inadequate public services are the most urgent problems of urban areas
in Turkey. Poor housing, land speculation, insufficiency ofwater supply, lack
of electricity, and deficiencies in other public services are the most striking
examples of the shortcomings of urban life in Turkey.

All of these policy areas are ones where the central government plays a
major role, by directly investing, by regulating the market, and by indirectly
subsidizing public services. Therefore, these activities have an important
impact on the living standard of the urban population and, consequently, on
income distribution. Not only the positive actions of legislators, ministers,
and other central decision-makers but also their nondecisions have had a
close bearing on the present levels and standards of all these services.

Finally, all of these program areas involve substantial competition for
severely limited public resources. Different regions, cities, and social classes
constantly compete for the central government's favor in the allocation of
funds for regional development and urban services. As a result, the making
and implementation of central policies in these program areas have been
strongly affected by political considerations. And each program is marked by
tension over the weight to be assigned objective and subjective criteria by
central policymakers in allocating funds among various provinces, cities, and
gecekondu areas.

Regional Development Policy

More balanced regional development has been the professed objective of
every government since the proclamation of the Turkish Republic. As in
other nations, planners in Turkey have made a direct connection between
regional disparities and urban development. By stimulating poor areas, they
hoped to slow migration and ease the burden of growth in the major urban
centers. During the early years of the republic, the major accomplishment of
regional policy was the establishment of Ankara as the national capital.
Ankara's development, as indicated in Chapter 9, spurred the modernization
of central Anatolia and reduced the dominance of Istanbul. Growth outside
Istanbul and Izmir also was encouraged by industrial and· infrastructure
investments in a number ofprovincial centers. These activities, however, had
relatively little impact on the eastern and southeastern regions, which, as
emphasized in Chapter 9, continued to lag far behind the urbanized western
provinces in industrialization, income, and public services. Atatiirk's plan for
the establishment of several regional universities as nuclei for future growth
centers was not realized until very recently. Regional development plans,
such as were prepared in the late 1940s for the backward east, were never
implemented. The lack of governmental policies aimed at balanced regional
development combined with the economic and political advantages of Is
tanbul and other established centers to hamper development of cities and
towns in the east. "In no area outside Ankara," Rivkin concludes in his
analysis of regional development policies in Turkey, "was the build-up of
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relateq industrial and infrastructure investments sufficient to provide external
economies comparable with the traditional centers and Ankara. "33

Not until the 1960s were systematic efforts undertaken to deal with
regional inequalities. The initial objectives ofTurkey's national plans were to
redirect public investments in order to reduce income and service disparities
among regions. The national plans have sought, in varying ways, to link
regional development policies with efforts to influence migration and urban
growth rates. The plan also has attempted, without much success, to come to
grips with the relation between the rapid growth of Turkey's major cities and
public investments for industrial development and urban infrastructure.

Balanced regional development was the major goal of the first five-year
plan (1963-1967). Priority was given to underdeveloped regions in the
distribution of public investments, and measures were formulated to en
courage the private sector to direct their investments to such regions. With
respect to urban development, the plan insisted that further growth of large
cities should be allowed only if employment opportunities were made avail
able. Migration was to be reduced by increased jobs and public services in
the poorer provinces.

The second five-year plan (1968-1972) endorsed the same basic goals as
the first plan but shifted emphasis on both regional development and urbani
zation. The main target of regional policy now became encouragement of
growth centers in Anatolia, which were projected as alternatives to the
sprawling metropolises of western Turkey, rather than the more dispersed
pattern of investments set forth in the first plan. At the same time, the second
plan endorsed rapid urbanization as essential to economic growth, and
especially for accelerated industrial development: "Large urban centers ...
contribute to the process of economic and social development in proportion
to their size," the plan argued, "the growth of large cities will not be
prevented but will be supported."34 A major problem with this approach was
the plan's conceptualization of urbanization as the independent variable in
the development process. As a result, insufficient attention was paid to the
implications of rapid urbanization for the quality of life, housing, and other
basic needs.

Although its general objective remained "to close the development gaps
among regions," the third five-year plan (1973-1977) took quite a different
approach to regional inequalities. Rapid industrialization was the major goal
of the third plan, with the realization ofeconomic objectives assigned priority
over social targets including the reduction of regional disparities. The
strategy document of the third plan openly stated that "implementation of the
principle of a more balanced development should not be allowed to impede
the· observance of national economic (growth) criteria in making national
investments. "35 Furthermore, the plan recommended that regional develop
ment plans for particular areas no longer be prepared because they were not
compatible with the unity of national development planning. The plan's
implicit assumption was that the problem of less developed regions would be
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spontaneously resolved as the rate of economic growth increased. With
respect to urbanization, the third plan echoed the first plan in seeking to
prevent people from moving to the big cities in the absence of adequate
emploYment, although the plan's heavy emphasis on industrialization implied
even more rapid growth of the major industrial centers.

Even with the inherent advantages possessed by a highly centralized
system in redirecting the flow of national resources, regional development
efforts in Turkey have fallen far short of their ambitious goal of sharply
reducing spatial inequalities. Substantial regional and rural-urban disparities
persist and continue to fuel massive migration to the major cities. Efforts to
stimulate the development of secondary centers have spurred growth in many
locales but have not reduced significantly the pressures on the largest cities. 36

Clear-cut policies for regional development and urban growth have not been
established and maintained over time. Instead, objectives and priorities have
shifted from plan to plan, making it difficult for the central government to
focus resources effectively. These changes reflect the lack of consensus on
both key development objectives and the utility of the means available to
achieve them. Moreover, many elements of the plans have not been effec
tively implemented, both because of inadequate resources to undertake the
ambitious designs of the planners and because of political pressures on the
limited resources available to central policymakers. Of particular impor
tance, as pointed out in Chapter 9, has been the political influence of the
prosperous regions and their major cities, which has ensured a subtantial flow
of public investments into Istanbul, Ankara, and other major urban areas and
their environs. See Maps 10.2 and 10.3

The Bank ofLocal Authorities and Urban Infrastructure

The Bank of Local Authorities, which was created in 1945 and operates
within the Ministry ofReconstruction and Resettlement, plays a major role in
the development and financing of municipal facilities. Originally established
to serve all local governments, the bank's primary concern is planning and
financing infrastructure for cities with populations of less than 100,000.
Larger cities, however, also are involved with the bank in the development of
facilities such as the Istanbul Wastewater Project

The bank provides a wide range of planning assistance to municipalities,
including the preparation of. official base maps, preplan surveys, master
plans, and investment projects, all of which fall within program areas which
must be approved by the Ministry of Reconstruction. It makes interest
bearing loans for capital construction and assumes responsibility for tech
nical supervision and control of construction of work financed by its loans.
By the end of 1975, the bank had completed plans and basic service instal
lations in most municipalities, as shown in Table 10.7. Water supply and
energy investments have been given much more emphasis than other services
in the bank's investment programs, as indicated in Table 10.8. Since its



Map 10.2. Electrical energy consumption ofmunicipalities by province: 1974

Source: DPT, Dordiincii Be~ Yllhk Kallo.nma PlEuu Yerle~me, Bolgesel Geli~me, Kentel~me, Konut Ozel ihtisas Komisyonu,
Sosyal ve Teknik Alt Yapl Alt Komisyon Raporu [State Planning Organization, Fourth Five-Year Plan, Working Committee on
Regional Development, Urbanization, HQUsing; Subcommittee report on social and technical infrastructure] (Ankara: 1976), pp. 41-43.
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Map 10.3. Water consumption ofurban population by provinces: 1970
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TABLE 10.7

Services ofthe Bank ofLocal Authorities to Municipalities

Services

Official base maps
Master plans
Electric installations
Water supply installations

Number of
Municipalities

1654
1654
1654
879 a

Completed
Services

1590
1164
1490

817

Left To
1976

64
448
164
46

Not Started

42

16

Source: iller BankaSI Dergisi 5 (May 1976): 149.
aThose municipalities with 3000 or more population; not less than 100,000 or more

inhabitants.

establishment, the bank has invested about 10 billion TL in basic urban
public services. See Table 10.9. The index of its investments, if 1950 is
regarded as 100, increased to 969 in 1960, to 3346 in 1970, and to 7970 in
1975. As a result ofthe growing emphasis ofthe central government on urban
services, more and more of the bank's investment funds come from the
central budget rather than its own resources. In 1976, the bank's share of its
investments was 30 percent, with the remaining 70 percent coming from the
central government.

Another major function of the bank involves channeling assistance and
coordinating financial relationships between the central government and
local authorities. As indicated earlier, the bank is responsible for the appor
tioning of shares alloted to municipalities from national tax revenues. It also
is the means by which the central government makes transfers from its budget
to municipalities and postpones or guarantees the long-standing debts of
municipalities. The amount of these transfers is substantial, accounting for
about 30 percent of total municipal budgets in 1971.37 See Table 10.10.
Between 1965 and 1977, more than 11 billion TL were provided to munici
palities by the central government through the bank apart from their regular

TABLE 10.8
Total Investment ofthe Bank ofLocalAuthorities by Service Categories

Services

Official base maps
Master plans
Water supply
Electricity
Other services

Source: Iller Bankasl.

Funds
(000 TL)

208,335
88,118

3,803,482
3,833,623
1,319,985

9,253,542

Percent ofTotal

2.3
0.9

41.1
41.4
14.3

100.0
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TABLE 10.9
Total Investments by the Bank ofLocal Authorities: 1972-1976

Year

1972
1973
1974
1975
1976

Total Investments
(000 TL)

502,114
814,675

1,412,814
2,192,230
3,593,000

Bank's Resources in
Investments
(000 TL)

363,214
372,000
500,814
792,230

1,072,000

Bank's Resources as
Percent ofTotal

72.3
45.7
35.4
36.1
29.8

Source: iller BankaSl Dergisi 5 (May 1976): 151.

revenues. Five billion TL of this amount was due to three moratoriums, 2
billion was the amount of municipal debts to other central institutions, and
the remaining 4 billion TL was extended to municipalities for the provision of
public services. 38

The operations of the Bank of Local Authorities underscore both the
opportunities and shortcomings ofthe centralized Turkish system of resource
allocation. On the one hand, the bank provides a means for distributing
central funds, providing technical assistance, and underwriting local projects.
It can redistribute resources to promote equity as well as ensure uniform
standards in the development of projects. But the bank experiences con
siderable difficulty in realizing its capabilities. It has not been able to playa
redistributive role. Nor does it have sufficient resources to meet more than a
fraction of the pressing local needs for many municipal services. Faced with
more demands than it can possibly satisfy, the bank must cope with severe
political pressures from its local clients and from national politicians eager to
bolster their position with local voters. In responding to these pressures, the
bank has engaged in substantial deficit operations. Between 1947 and 1960,
for example, it allocated 518 million TL, while its revenues were only 297
million TL, with the deficits being met by the central government. The bank's
receptivity to political pressure also is evident in the yearly pattern of its

TABLE 10.10
Debts ofMunicipalities Subject to Moratoriums

in 1965, 1971, 1975

Year

1965
1971
1975

Amount ofDebts(TL)

1,108,523,320
2,342,205,706
1,471,241,820

Source: TIler Bankasl Dergisi 5 (May 1976): 151.
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investments, with the largest allocations being made in the years preceding
national or local elections. And, as with other central investment programs,
strong political pressures from national political figures and other leaders
from the most developed areas have resulted in a geographical distribution of
the bank's funds, which contributes to increasing regional disparities.

Gecekondu Policies

The rapid spread of squatter settlements in major Turkish cities has con
fronted national policymakers with particularly difficult choices. Turkey
clearly lacks the resources to provide adequate housing for most of the poor
migrants who have flocked to the cities. Yet migrants have been essential to
industrial development. Thus, the government could not easily' prevent the
establishment of gecekondus, despite the strong opposition of landowners,
local governments, and others to unrestricted squatting. Further complicating
the problem were mounting political pressures from the growing mass of
squatters who sought governmental recognition of their communities and
property rights.

Faced with these constraints and pressures, governmental policies have
pursued a variety of objectives, which "have often been ambivalent and
conflicting."39 Initially, the emphasis was on prohibition and demolition.
Laws enacted during the 1950s continued to ban new settlements but
responded to settler pressures by legalizing existing developments. At this
time, the central government sought to limit its involvement with squatters.
Gecekondus were viewed as municipal problems. The central government's
role would be confined to formulating general policies and would not include
any fmancing responsibilities. This aloof attitude, however, was changed
under growing pressures from gecekondu inhabitants seeking help from their
political representatives.

With the development of national planning in the 1960s, the gecekondu
problem was placed in broader perspective by the central government.
Squatter settlements were no longer viewed as simply a consequence of the
housing shortage but were seen as an important social problem which was
closely related to the level of economic development. Therefore, the starting
point of gecekondu policies advanced in the five-year plans has been to
suspend tearing down squatt~r dwellings unless the housing needs of their
inhabitants were met. Plans have emphasized the prevention of squatting by
means of general socioeconomic development as well as by making publicly
owned land available to municipalities for allocation to needy families for the
construction of new houses. The plans also have called for the improvement
ofexisting gecekondu areas by making funds available for public services and
by resolving disputes over land titles. Demolition was restricted to squatter
shacks that were unsuitable for human living.

The current gecekondu law, enacted in 1966, deviates little from the
policies adopted by the development plans. Prevention, improvement, and
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demolition are its main objectives. But considerable difficulty has been en
countered in attempting to implement these policies. As with earlier laws
regulating gecekondus, enforcement of the prohibition on construction ofnew
squatter dwellings has been largely ineffective. Although squatting is banned
by the 1966 law, 80,000 gecekondus were built in Ankara alone between its
passage and 1975. Inability to prevent new squatter developments has led to
additional legalizations of gecekondus. The latest was a law passed in 1976
which suspended the demolition of squatter houses illegally constructed
before March 1976. In enacting this law, the legislators were responsive to
the interests of private landowners as well as of squatters, since the amnesty
applied only to squatter houses built on publicly owned land. As a result, the
squatter problem has been dealt with at the expense of the dwindling supply
ofpublic land, a resource which is not defended by many influential interests.

Problems also have been encountered in allocating land made available
for the construction of housing under the Gecekondu Law of 1966. The
number of families demanding homesites from municipalities far exceeds the
land available under the program. Priorities for the allocation of land by
municipalities are set by the Ministry of Reconstruction and are designed to
ensure that those most in need receive housing plots. To be eligible, families
are not supposed to own a house, flat, or land suitable for building a home.
Municipal governments, however, have difficulty enforcing these provisions.
Nor has the objective of distributing land exclusively to the poor been met. A
regulation enacted in 1976 defined the lower-income family eligible for the
program as one with a yearly income of 38,000 TL for a couple, with an
additional 4000 TL for each child. An income of46,000 TL (approximately
$2200) is a fairly substantial income for a family of four and is considerably
higher than the average income levels in Turkish cities in 1973 (see Table
9.21 in Chapter 9).

Another major impediment to the implementation of the gecekondu law
has been inadequate financial commitments. To underwrite housing devel
opment and public services in squatter settlements, the gecekondu law
established two funds, one at the disposal of municipalities and the other
under the direct control of the Ministry of Reconstruction. Municipalities
must contribute at least 1 percent of their annual revenues to the municipal
fund. Other sources of revenue are contributions from squatters who benefit
from public service improvements, transfers from the national budget, and
interest on loans made from the fund. These resources are used by the
municipalities to buy land, build social housing, and support public service
projects in squatter areas. Municipal payments from the fund must be
approved by the Ministry of Reconstruction. The major source of the
ministerial fund is appropriations provided by the national budget. In addi
tion, several governmental lending institutions are required to contribute a
certain portion of their annual profits to this fund. The ministry can use these
funds to make loans to families in need of housing, provide technical and
financial assistance for service improvements in squatter settlements, buy
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and expropriate land, and assist municipalities in their gecekondu programs.
Both funds,.however, are insufficient to finance the kinds of change needed
for decent urban living in squatter settlements.

Financial constraints also have handicapped efforts to prevent land
speculation in urban areas and thus to enable low-income families to buy
land for housing at reasonably cheap prices. Cities have lacked the resources
to buy land at the periphery for resale to lower-income families at nominal
prices. To overcome these local problems, a National Land Office was
created in 1969 under the Ministry of Reconstruction and made responsible
for acquiring and stocking land for housing as well as industrial and tourism"
purposes and for the installation of public infrastructure. Insufficient finan
cial resources have prevented the land office from operating effectively in the
land market to prevent speculation or to meet the needs ofgecekondu families
for cheap land.40

Conclusion

Turkey's governmental system has undergone a sweeping transformation
since the latter decades of the Ottoman Empire. Yet its adaptation to the
needs of a rapidly growing urban society has been limited. Part of the
problem, to be sure, is rooted in Turkey's relative poverty, which severely
limits the resources available for allocation among scores of pressing needs.
But resources are far from the sole problem. The political system is exces
sively centralized, providing little autonomy for local govenrments and scant
meaningful participation by their citizens. It is insufficiently committed to an
equitable distribution of public investments to less developed areas and the
urban poor and incapable of implementing effectively the modest redistribu
tive programs that have been developed for backward regions and squatter
areas.

The highly centralized political system has been able to resist major
changes in the administrative machinery and intergovernmental arrange
ments. At the same time, the system operates to keep most local people
outside the administrative and political processes. As a result, the power to
distribute public resources between the central government and local au
thorities, as well as among various units of local government and within local
governments, has been monopolized by the center. The periphery, and
particularly the less developed regions and the underprivileged majority of
the inhabitants of cities and towns, has received attention from the center
primarily on the basis of its ability to bring pressure to bear on the central
political institutions, rather than on the basis of objective criteria designed to
bring about more equitable distribution of public goods, services, and invest
ments. Centralization is self-perpetuating since it serves the interests of most
national politicians and bureaucrats as well as the more aflluent sectors of
Turkish society. As a result, Turkey offers neither the benefits of a highly
centralized system in terms of redistribution nor the benefits of a more
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decentralized system in terms of its responsiveness to the needs of local
citizens.

Recent changes in the political behavior of many urban dwellers and the
dissatisfaction of the great majority of the residents of backward regions
suggest that the central government will be forced in the future to reconsider
its fmancial, administrative, and political relationships with local authorities.
What is needed is change that will preserve the benefits of centralization
the ability to redistribute national resources, to establish and enforce national
priorities and standards, and to provide technical assistance-while granting
local governments considerable autonomy in the provision of public services.
It is unrealistic, of course, to expect the disappearance of the political pres
sures and informal processes which play such an important role in the allo
cation of resources by central government in Turkey. What is desirable is to
have the central government respond to these pressures by making more
funds available to local officials that can be spent in accordance with local
needs and priorities.

Accompanying these structural changes should be a redirection of na
tional priorities which recognizes the intimate linkage between economic
growth and the need for urban social infrastructure. Unless substantially
more resources are devoted to these pressing needs, structural changes will
merely increase the responsibilities of local and provincial units without
augmenting their ability to deliver the promised public facilities and services.

Another needed component-which clearly is the responsibility of the
central government-is a national urbanization policy which seeks to direct
the pace and pattern of urbanization, and which is closely orchestrated with
other development policies, particularly those dealing with industrial devel
opment. Of the policy alternatives available to the central government for
guiding future urban growth, the most promising is the concept of growth
poles recommended by the first and second development plans. Concentra
tion of investments and population in one or two major centers in the back
ward regions would spread economic opportunity and improved public
services to underprivileged segments of society without reducing the rate of
economic growth. Residents and enterprises in the burgeoning major cities
also would benefit from an easing ofgrowth, which adversely affects both the
quality of life for most and the ability ofgovernment to meet essential service
needs.
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CHAPTER 11

Internal Migration:
The Unorganized Urban Sector

and Income Distribution in Turkey,
1963-1973

Timur Kuran

At least since the late 1940s internal migration has been one of the most
visible agents of economic change in Turkey. It has altered Turkey's pattern
of growth and also has affected the distribution of national income. To date,
however, the impact of migration· has remained outside the mainstream of
research on the transformation of the Turkish economy. This chapter is a
modest attempt to fill the gap in the literature.

The analysis covers the period from 1963 to 1973, one coinciding with
Turkey's first two five-year plans. The year 1963 is a natural starting point,
primarily because it is the year of the first economy-wide surveys of income
distribution and manufacturing industry. Likewise, 1973 is a convenient
endpoint because it marks the year of the latest study on income distribution.
The main disadvantage of these dates is that they do not coincide with census
years. Population censuses are available only for years ending in 0 and 5.
One is thus constrained to derive demographic data for 1963 and 1973 by
interpolation.

The three-way sectoral breakdown to be used is presented in the first
section. In the second section we shall outline the technique used to isolate
the impact of intersectoral mobility on the distribution of income. A formal
presentation is in the Appendix. Based on the sectoral division outlined in the
first section, in the third and fourth sections we shall estimate the sizes and
growth rates of the sectoral populations. The body of existing information on
the direction and magnitude of mobility in Turkey is examined in the fifth

The research embodied here originally formed part of the author's senior thesis submitted to
Princeton University in 1977. The invaluable guidance of Sherman Robinson and Kemal Dervi~
is gratefully acknowledged.
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section. In the sixth and seventh sections we shall set out the changes
between 1963 and 1973 in the sectoral mean incomes and variances, re
spectively. Using the data presented in the third through seventh sections, we
shall, in the eighth section, estimate the components of the distributional
changes observed in Turkey between 1963 and 1973. In the ninth section we
shall put forth a qualification of considerable importance in interpreting these
results. Finally, in the tenth section we shall sum up the emerging trends and
briefly evaluate the probable impact of current and contemplated future
policies as they relate to the problem of migration and income distribution.

Defining the Three Sectors

In a developing country like Turkey, the casual relationship between
migration and income distribution can be sensibly analyzed by dividing the
population into three mutually exclusive employment sectors: rural, unor
ganized urban, and organized urban. The rural-urban division is necessary
because the predominant pattern in population flows is rural-urban migra
tion. Within the urban economy, the organized-unorganized distinction is a
useful one, since migratory inflows first create this institutional dualism and
then give rise to movements between the two components.

Of the three sectors, the rural sector is easiest to isolate. It is composed of
a multitude of small-scale settlements, and agriculture constitutes the pri
mary economic activity of the vast majority of the population. However, the
rural population is by no means a homogeneous socioeconomic category.
The rural labor force can be broken down into three groups, differentiated on
the basis of landownership patterns which are positively correlated with the
distribution of rural income. 1 Large landowners are at the top of the rural
economic hierarchy and landless laborers at the bottom, with small land
owners in the middle. The boundary line between the two landowning groups
reflects the institutional organization of the agricultural production process.
While small farms are family-operated, production on large farms takes place
in the form of a large-scale operation that uses wage labor. 2 It should be noted
that in terms of size and productivity levels, large farms vary from one area to
another in accordance with natural conditions and other factors.

Landless laborers have no claim on any land and must either lease land or
work for wages. Once again, the distinction between small farmers and
landless laborers is by no means clear-cut. There is a large category of
peasants with limited tenure or even outright ownership of a small plot of land
who must nonetheless seek work off their own land to supplement their
income.

On the urban side, the characteristics which form the basis ofthe organized
unorganized dichotomy are also institutional. The unorganized sector is
characterized by almost unrestricted opportunities for entry, a feature result
ing from the prevalence of self-employment. .By contrast, the significant
characteristic of the organized sector is the low turnover of its labor force,
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which is ensured, partly by legislative measures, of full-time contractual
employment. It is important to note, however, that these characteristics
represent a pattern of continuous variation, so that the structural differences
between organized and unorganized employment are more of degree than of
kind. As development proceeds unorganized activities are gradually trans
formed into organized activities. In any case, the purpose here is simply to
capture the dualistic feature of the urban labor market prevalent in Turkey
during the 1963-1973 period.

The unorganized sector displays a lack of organization at several interre
lated levels. First, there is little, if any, state intervention to provide privileged
access to technology and financial capital. Second, there is no standardiza
tion among jobs. Finally, owing to the absence of mechanisms which dis
courage new entries-such as licensing and credential requirements-the
unorganized sector acts as the residual employer in the urban labor market; a
disproportionately high percentage of its labor force consists of women,
young adults, and children. The combined result is that the unorganized
sector remains highly competitive with low output per worker.

The unorganized labor force is roughly composed of self-styled manufac
turers and handicraft workers and small-scale trade and service workers: The
occupational groups in the latter category include itinerant traders, small
shopkeepers, dolmu!; drivers,3 shoe-shine boys (boyacls), porters, barbers,
tailors, domestic servants, apartment caretakers (kaplcls), parking lot atten
dants (degnekl;is) , public letter writers (arzuhalcis), and underground
workers such as prostitutes, professional beggars, and pickpockets. None of
these occupational groups exhibits stability of employment, although the
situation may.be quite stable for individual members in certain occupations.
Domestic servants, for example, are dependent as a group on favorable
market conditions for continued employment, but due to the personalized
nature of their services, individual domestic servants enjoy some protection
from downturns in market conditions.

Some members of the unorganized sector, particularly the younger ones,
have a tendency to move laterally between occupations and are sometimes
engaged in several occupations at a time. The ensuing high turnover of labor
within each occupation, combined with labor-intensive production methods,
reinforces the lack of standardization and quality control of the sectoral
output. As a result, earnings in the unorganized sector are typically lower
than earnings from comparable activities in the organized sector.

Another common feature ofthe unorganized sector is the low interpersonal
variation of income. Large-scale establishments, which can bias the income
distribution in the direction of inequality, seldom develop because producers
have to rely on self-fmancing to carry out their operations.4 In a given area,
whenever earnings in a certain occupation are driven to relatively high
magnitudes, for example, by changes in demand conditions, the number of
competitors rises, lowering the level of earnings.

This is not to say that the unorganized sector exhibits perfect competition.
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On the contrary, unorganized labor markets in deprived regions are segre
gated from those in more prosperous regions owing to Turkey's large physical
size. As discussed in greater detail below, this introduces a significant
inequality component into the distribution of income within the unorganized
sector. However, barring regional differentials, the unorganized sector exhib
its a markedly equal distribution of income relative to the rural and organized
sectors.

In contrast, the organized sector is characterized by codes and regulations
which standardize the activities comprising the sector and restrict the level of
competition. The government, prompted by such private institutions as trade
unions and employers' associations, directly influences organized sector
activities by legislating the terms and conditions of employment, licensing,
and controlling product standards. Another significant feature of the organ
ized sector is its relatively capital-intensive production methods, which
necessitate a specialized and skilled labor force. Consequently, produc
tivity and income levels are high in comparison with the economy-wide
averages.

The organized sector contains employers and employees in corporate
enterprises and large-scale industrial, service, and trade establishments as
well as government employees and self-employed professionals. Throughout
this sector income levels are considerably above the economy-wide average
but not without substantial variations. There are two components of the
organized labor force, differentiated by the role that institutional protection
plays in determining the level of income. For the high-level members of the
organized sector (e.g., businessmen, corporate executives, lawyers, senior
government officials, military officers, engineers, physicians) demand condi
tions usually cause earnings to remain high. The government takes measures
to ensure high earnings only when market conditions are less favorable. In
the case of the low-level members, blue- and white-collar workers, trade
unions and the government are solely responsible for pushing up wages and
salaries, because urban job-seekers are in elastic supply at lower levels of
earnings.5 Wages are driven to relatively high magnitudes and kept there by
forcing (through political and other means) the adoption of restrictions that
make entry into the organized sector difficult for new job-seekers. In
Turkey common forms of restriction include minimum-wage legislation,
rationing of government jobs, and irrelevant and excessiv~ credential
requirements.

Income disparities are very high in the organized sector. Among the
factors offered as explanations are the importance ofeducation and ability as
determinants of income and the differential availability of government reve
nues and bank credit. But the fundamental reason is to be found in the
capital-biased, large-scale character of organized sector activities. The dis
tribution of income is unequal because capital's share in sectoral output is
high and wealth is concentrated in the hands of a relatively small number of
households.
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Analytical Framework

The method developed here to quantify the impact of mobility on income
distribution combines and extends techniques developed by Robinson and
Dervi§.6 The presentation is in terms of three sectors, but the method could
easily accommodate any number of sectors. A formal generalization can be
found in the Appendix.7

As a starting point, consider the decomposition of variance formula,
which expresses the overall variance of income (V) as a weighted sum ofthe
within-sector and between-sector variances, where the weights are the popu
lation shares of the three sectors. ~V is defmed as the change in Vbetween
1963 and 1973, the period under consideration. As shown in the Appendix,
the magnitude and direction of ~V depend on changes in the distribution of
income within each sector, changes in the sectoral mean incomes, and
changes in the sectoral population shares.

Changes in the sectoral population shares are denoted by a 3 X 3 flow
matrix M, where Mii is the share ofsectorj that moves to sector i. Births and
deaths, as well as external migrations, are treated as exogenous changes
affecting the Mi. To give explicit recognition to mobility, Mis disaggregated
into two components such that M = M 1 + M 2, where M 1 accounts for
proportional growth in sectoral population sizes due to sources other than
mobility and M 2 for net mobility. Note that in the mobility matrix sector 1
represents the rural sector, sector 2 the urban unorganized sector, and sector
3 the urban organized sector.

It is possible to define the mobility matrix in terms of either the household
or the individual. In general, the household, consisting of all men, women,
and children who share a housing unit, is a more realistic basis ofclassification
for the study of income distribution, since the income patterns of these
individuals are strictly interrelated. Households contain individuals with
markedly unequal earnings, so the distribution of income among households
tends to be more equal than the distribution of income among individuals.
Unfortunately, however, the household is an inappropriate unit for mobility
analysis. When defmed in terms of the household, the mobility matrix
captures within-generation mobility but fails to account for between-genera
tion mobility.8 .Since the mobility matrix defmed in terms of the individual
fully captures both between- and within-generation mobility, the analysis is
based on the individual. Dependents are assumed to be in the employment
sector of the family head.

As a measure of inequality, we use logarithmic, as opposed to arithmetic,
means and variances. The log variance is more useful because it is unit-free
and easily decomposable.? Also, as a popular index ofinequality, it facilitates
intercountry and intertemporalcomparisons.

In a later section, given M 1 and M 2 and the variance and mean income
for each sector in 1963 and 1973, we shall first calculate ~V and then, in a
straightforward manner, decompose it into five components such that
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where

~VI= dispersion effect,
~V2= mean growth effect,
~V3= population growth effect,
~V4= direct mobility effect,
~ Vs= interactions effect.

The dispersion effect is precisely the portion of~V due only to changes in
the within-sector patterns of income distribution. To calculate it, one holds
mean incomes and population shares constant, while allowing the within
sector variances to change over the 1963-1973 period.

The mean growth effect is that portion of 6.V due solely to changes in the
mean income levels of the three sectors. It is found by holding the variances
and population shares of the three sectors constant, while letting the mean
incomes grow at their observed rates.

The population growth effect captures the change in overall variance due
to the growth in sectoral population sizes from sources other than mobility.
To calculate I::. V3, one keeps the sectoral variances and mean incomes
constant and allows no mobility, while letting the sectoral populations grow
at their natural rates.

The .direct mobility effect, as distinguished from the indirect mobility
effect to be defined and explored later, is defined as that portion ofthe change
in overall variance due only to mobility during the period under consideration.
To calculate it, one keeps total population and sectoral variance and mean
incomes constant at the 1963 levels; by allowing mobility, one changes the
population shares between 1963 and 1973, thereby obtaining the mobility
effect.

Since the four factors associated with income distribution do not operate
independently ofone another, there occurs an interactions effect. Statistically,
the interactions effect has ten subcomponents. Six of these are two-way
combinations of the four primary effects, and the remaining four are three
way combinations. Clearly, the interactions effect can also be estimated as a
residual.
~V will be estimated and decomposed in a later section, following the

development in the next five sections of the data necessary for the analysis.

Population Sizes of the Three Sectors

Owing to serious data limitations, measuring the sizes of the three sectors
involves some arbitrary judgments. For the rural-urban distinction there is a
choice among several defInitions used in Turkey to distinguish between rural
and urban areas. IO The one favored here accepts a quantitative dichotomy
based on the population size of settlements. All settlements with a population
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less than 10,000 are classified as rural. This choice of the boundary line
reflects the existence of a strong negative relationship between population
size and the proportion of population in agriculture. On the whole, localities
seem to gain nonagricultural functional characteristics as they reach a
population size of 10,000Y

For the organized-unorganized sector distinction, no information is direct
ly available, since the dual structure of the urban economy is not officially
recognized. In Turkey employment and population statistics are presented in
accordance with the standardized classification schemes of international
organizations. Thus one has to resort to indirect methods to obtain the sizes
of the two urban sectors.

Our method for dividing the urban population involves the cross-classifica
tion for urban areas of economic activities with employment status.12 The
censuses accept ten categories of economic activity: (1) agriculture, hunting,
forestry, and fishing; (2) mining and quarrying; (3) manufacturing; (4)
electricity, gas, and water; (5) construction; (6) wholesale and retail trade,
restaurants, and hotels; (7) transport, storage, and communication; (8)
finance, insurance, real estate, and business services, (9) community, social,
and personal services; and (10) unidentifiable activities. The categories of
employment status are (1) employers, (2) employees, (3) self-employed
persons, (4) family workers, and (5) the unknown.13 For each census year, as
a first approximation, we chose to include employers and employees in the
organized sector, and the other three employment statuses in the unorganized
sector. Then several adjustments were made to refine the distinction.14

Recall that figures are not directly available for 1963 and 1973. They are
derived from the 1960 and 1970 figures by interpolation and extrapolation.15

The obtained sectoral population sizes and shares are shown in Table 11.1.
One issue remains to be dealt with in this section. It is sometimes argued

that the gecekondu communitiesl6 provide an excellent basis for the mea
surement of the size of the unorganized sector. The physical differentiations
that exist between gecekondus and the more prosperous legal residential
quarters are seen as a clear expression of the economic duality in contempo
rary urban Turkey. This view invites a commentary on the gecekondus'
occupational composition, because gecekondus have a central place in
mobility. The vast majority of the squatters are rural migrants, so knowing
the proportion employed in the unorganized sector could ,.provide a key to
understanding the impact of rural-urban migration on income distribution.
Leaving the distributional implications to subsequent sections, we shall now
explore the validity of equating the gecekondu population with the unorgan
ized sector.

During the period from 1963 to 1973 a number ofsurveys were conducted
to find out, among other things, the occupational composition ofthe gecekondu
settlements. An analysis of the ensuing information reveals that, contrary to
what is often assumed, a substantial proportion of the gecekondu population
is engaged in organized activities.
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In 1962-1963, Charles Hart, whose team interviewed over 10,000 fami
lies in two of Istanbul's largest gecekondu areas, Zeytinburnu and GUltepe,
found that the vast majority of the squatters were employed in nearby
factories. 17 A year later, however, Peter Suzuki observed that the proportion
of the organized labor force was much smaller in the Hisariistti (Istanbul)
gecekondu district. Here close to 80 percent of the male residents were either
unskilled and seasonally employed or openly unemployed.18

But all subsequent surveys point in the same direction as Hart's findings.
The occupational data collected in the squatter settlements of Ankara by
ibrahim Yasa in 1966 suggest that roughly 40 percent of the f~ily heads
were in the organized sector.19 Conducted in the same year, Kemal Karpat's
survey, which covered three of the gecekondu areas in the northern hills of
Istanbul, namely Hisariistti, Baltaliman, and Celalettin Pa§a, revealed that
close to 80 percent of the male residents were permanently employed in
public· or private enterprises, albeit in hierarchically low occupational cate
gories.20 More recently, Mtibeccel Klray, who in 1970 studied the Altmdag
and Dikmen squatter settlements of Ankara, found that 27 percent of the
residents were skilled workers, while an additional 30 percentwere employees
in public offices or privatefirms.21 Finally, Emre Kongar's survey, which
also covered the Altmdag area, showed that over 45 percent of the squatters
were employed by the government. In addition, 20 percent were employed by
private firms, and, interestingly enough, slightly over 2 percent were employ
ers.22 This cursory glance at a few gecekondu studies strongly confmns that
residence in squatter areas does not automatically imply employment in
unorganized sector activities.

Sectoral Growth Rates of Population

In the 1963-1973 period, the population of all three sectors increased
rapidly, though the rate was not uniform. Apart from mobility, which will be
taken up in the next section, three factors contributed to the intersectoral
differentials in the growth of population. First and most significantly, natural
growth rates differed among sectors. Second, the gains and losses through
international migration were not in strict proportion to the sectors' sizes.
Finally, there were "city births," as the growth of rural communities led to
their reclassification as cities. These three factors are the components of the
M 1 matrix defined earlier. In this section, we will fIrst discuss briefly the
components of the intersectoral differentials in population growth rates and
then proceed to derive M j •

According to the Turkish Demographic Survey of 1966-1967, the annual
rate of natural increase was 2.72 percent in rural areas and 2.07 percent in
urban areas.23 A direct comparison between the natural growth rates of the
unorganized and the organized sectors is not·available. But since fertility
rates are in general negatively correlated with standards of living, it seems
reasonable to assume that the annual rate of natural growth was lower in the
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organized sector. As plausible estimates, we shall use 2.15 percent for the
unorganized sector and 2.00 percent for the organized sector. Assuming
exponential growth, the ten-year natUral growth rates for the rural, unorgan
ized, and organized sectors are 30.8 percent, 23.7 percent, and 21.9 percent,
respectively.

The second source of variation in sectoral growth rates was the exogenous
subtraction caused by external migration. Statistical information on the
sectoral origins of emigrants and the employment sector of returnees is scarce
and unreliable. Nonetheless, based on the few available surveys24 and some
reasonable assumptions, we are able to estimate the ten-year growth rates
due to emigration as -1.4 percent, -9.6 percent, and -8.7 percent for the
rural, unorganized, and organized sectors, respectively.

The third way the growth rates of the sectoral populations have been
altered is by the "city births" between two censuses.25 Statistically, a birth
occurs when a rural community reaches a population size of 10,000. The
population of the community is then reclassified as urban, reducing the share
of the rural sector in the total population. Information is lacking for the 1963
1973 period, so we are constrained to use the corresponding information for
the 1960-1970 period as a close approximation. Calculations show the
growth rate of the rural sector due to reclassification of settlements to be
-2.8 percent. Assuming that city births do not alter the distribution of the
urban population among the organized and unorganized sectors, the rate of
growth of both urban sectors is 6.9 percent.

Given the determinants of the intersectoral differentials in population
growth rates, finding M~' is simply a matter of addition. But the growth rates
thus obtained are not statistically exhaustive of the population growth olr
served in Table 11.1. In correcting these figures to account for the "unex
plained" determinants of population growth (and data errors), we have
chosen to give relatively greater weight to the two urban sectors, because
cities have sometimes gained population through the redefmition of their
municipal boundaries. The final results, which are statistically exhaustive of
the total population growth, are shown in Table 11.2. They indicate that the

TABLE 11.1
Sectoral Populations: 1963-1973

1963 1973

Size Share Size Share
(thousands) (%) (thousands) (%)

Rural sector 21,148 71.0 23,667 61.2
Unorganized sector 3,408 11.4 5,455 14.1
Organized sector 5,220 17.6 9,539 24.7
Total 29,776 100.0 38,651 100.0
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TABLE 11.2

Ten-Year Growth Rates ofthe Sectoral
Populations Assuming No Mobility: 1963-1973

Rural sector
Unorganized sector
Organized sector

0.310
0.280
0.260

share of the urban sectors would diminish over time if there were no mobility.
Note that the figures in Table 11.2 correspond to the diagonal elements of

MI'

Mobility

In 1963, no more than 29.0 percent of Turkey's population lived in cities.
By 1973, the share of the urban population had risen to 38.8 percent, even
though the sectoral differentials in natural growth rates favored the rural
sector. This dramatic increase was due to migrations of an unprecedented
scale from villages to urban centers. <

Having foundMl' our objective here is to derive the net mobility matrix
M 2' None of the nine entries ofM 2 can be filled in directly, because statistical
information is simply not available in the desired form. Fortunately, however,
enough of the entries can be estimated by bringing together various survey
and census data so that all the rest can be derived from algebraic relation
ships among the entries. One useful relationship is that each of the three
columns of M 2 sums to 1. Another relationship relates the population sizes
(given in Table 11.1) to the mobility matrix M = M

1
+ M

2
.26 From these

relationships a system of six equations with nine unknowns is obtained. This
system yields a unique solution when values are assigned to at least four of
the unknowns. 27 In what follows, we shall present the existing information
and explicitly state all the assumptions made to fill in four entries of M

2
• In

the course of the discussion, we shall focus especially on the role of the
unorganized sector in the migration process.

Rural-urban migration in Turkey is often viewed as a process that trans
fers landless peasants from village to town. This notion has its origins in some
of the early village studies which stressed the relationship between the labor
displacing agricultural mechanization drive of 1946-1955 and the massive
migrations to the urban centers. More recent studies have shown, however,
that many migrants owned some land in their village of origin. Karpat's
gecekondu survey, for instance, indicates that an overwhelming majority of
the migrants owned (or still own) one or several plots in their village. Their
move to the city was caused, not by landlessness per se, but by material
hardships resulting from the lack of productive land and irrigation.28 The
results of a survey conducted by Oguz An among skilled factory workers in
Ankara lend support to Karpat's findings. Only 18.3 percent of the migrant
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workers he interviewed did not possess land at the time of their departure for
the city.29

Statistical information concerning magnitudes of rural-urban population
transfers cannot be obtained directly from the censuses, but reasonable
guesses can be made on the basis of the available estimates of the compo
nents of urbanization in Turkey. Tek~e has estimated that, during the period
between 1960 and 1965, rural inflows alone were causing the proportion of
the urban population within the national total to grow at the rate of 2.5
percent per annum. Her calculations show that this rate increased to 3.2
percent per annum during the period from 1965 to 1970.30 The differential
between the rates for the two periods is not surprising when one considers
that economic and political conditions were more favorable to rural-urban
migration in the late 1960s than they had been in the earlier part of the
decade. The organized sector was expanding rapidly, increasing the attrac
tiveness of the cities to potential job-seekers. At the same time, all political
parties were becoming more responsive to gecekondu residents' demand for
public services.31 So the intensification of rural-urban migration in the late
1960s can be ascribed, in part, to concrete improvements in the living
standard of gecekondu residents.

Rural-urban migration was given a further stimulus by the turbulent
political atmosphere of the early 1970s. During these years of instability,
national leaders recognized more clearly than before that active support of
the gecekondu residents' request for land titles and public services had
become an essential component of success in urban elections. Unfortunately,
we do not have recourse to Tek~e's estimates to verify empirically the
proposition that rural-urban migration increased sharply in the 1970s, be
cause her study does not extend to the post-1970 period. However, the
proposition can still be substantiated by examining data on construction
activities in squatter areas. The annual increase in the number of squatter
dwellings in urban Turkey was around 70,000 in the early 1970s, up from
30,000 in the 1966-1969 period.32 On the basis of this information, we shall
assume that migration caused the proportion of the urban population within
the national total to increase at the rate of 5.3 percent per annum during the
three years from 1970 to 1973.33 .

Given the information that the annual rate of change in the urban share of
the population was 2.5 percent in 1963-1965, 3.2 percent in 1965-1970,
and 5.3 percent in 1970-1973, the share of the rural population that moved
to the cities between 1963 and 1973 is easily derived. Using the population
data in Table 11.1, one fmds that the rural outflow corresponds to 20 percent
of the sector's 1963 population.

Upon arrival in the city the typical rural migrant has little accurate
information on specific job opportunities. Accordingly, his fIrst occupation is
determined largely by factors outside his control. If he is fortunate, he
receives help from relatives, kinsmen, and acquaintances familiar with the
urban job market or even gets institutional assistance. Commonly, however,



360 Timur Kuran

he fmds himself alone in the job search process. Studies on the absorption of
migrants into the urban economy convey the validity of this pattern. Only 19
percent of the family heads in Ankara interviewed by tbrahim Yasa indicated
that they found their jobs through relatives, kinsmen, and acquaintances,
while an additional 1 percent acknowledged receiving help from an employ
ment organization.34 Another survey conducted by An and Cavit Orhan
Ttitengil among migrant industrial workers in Istanbul shows that 38 percent
had been assisted by their acquaintances and 15 percent by formal organiza
tions.35 The differentials between the findings in the two surveys can be
attributed to the· fact that the sample used by An and Ttitengil consisted of
"successful" migrants, that is, migrants who had achieved employment in the
industrial segment of the organized sector.

Ifwe accept that recent migrants have few means ofcontact with prospec
tive employers, we would expect them to have low chances of obtaining a
permanent organized sector job. Openings in the organized sector would be
filled by urban natives and established migrants, who are more qualified and
better informed than new arrivals. Recent migrants would be forced to find
some lesser means of earning cash income, perhaps after an initial period of
unemployment. We would, however, also expect those migrants managing to
equip themselves with some useful skills and new sources of information to
show future upward mobility in the urban economy.

Unfortunately, the available studies do not provide an accurate basis for a
strong conclusion about the degree ofmobility in the urban economy. They do
enable one, however, to depict the pattern of intraurban mobility in broad
terms. In Karpat's survey, 55 percent of the respondents indicated that they
had held jobs in the past that were different from their occupations at the time
of the survey. Considering that 80 percent of the migrants in Karpat's sample
were employed at the time in organized sector jobs, his survey suggests a net
movement over time from unorganized to organized activities. A more direct
indication of high mobility is provided by Karpat's observation of a tendency
among the migrants to move from unskilled to skilled and from low-technology
to high-technology occupations.36

In another survey, that ofAn and Ttitengil on migrant factory workers, 61
percent of the respondents stated that they had not held another urban job
prior to becoming a factory worker. The rest had been engaged in other
activities, presumably in the unorganized sector, before obtaining a factory
job.37

In contrast tothe Karpat and An-Ttitengil surveys, Emre Kongar's study
gives no indication of high occupational mobility: 65 percent of the migrants
in his Altmdag sample had never switched jobs.38 However, no inferences
can be drawn from this study, because it does not provide any information,
direct or indirect, on the apportionment of the stationary population among
the organized and unorganized sectors.

Further information on the extent of occupational mobility in urban
Turkey is provided by Taner O<;'s study on the assimilation of rural migrants
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in Istanbul and Samsun.39 09 found that in both Istanbul and Samsun the
migrant's present occupation was largely dependent on his first occupation.
As of 1973, 78.3 percent of the rural migrants of the pre-1950 period whose
first job was in the unorganized sector were still holding an unorganized job.
Among the migrants of the 1950-1960, 1961-1970, and post-1971
periods, the corresponding figures were 58.8 percent, 65.4 percent, and
100.0 percent, respectively.40 One can infer from09's findings that the
likelihood of upward mobility increases with the length of the migrants'
stay in the city.

Interestingly, 0(;'s findings also show statistically significant downward
mobility from organized to unorganized activities, particularly among mi
grants of the post-1961 period. Compared to the unorganized sector, of
course, the organized sector has exhibited a markedly higher degree of
occupational stability. Yet it has not been uncommon for factory workers and
low-level government employees to open, often after retirement, small-scale
retail business or service establishments.

The discussion so far has been concerned exclusively with mobility within
generations. However, as mentioned above, the elements of the mobility
matrix are also affected by mobility between generations. Several studies
provide us with substantial evidence of pronounced between-generation
mobility in the urban economy. The 1968 income-distribution survey shows,
for example, that only 55.5 percent of the children of small traders and
artisans were in their father's profession; 13.2 percent of them had become
skilled workers, while 12.7 percent had obtained government employment.41

Similarly, data gathered by Ru§en Kele§ in the old quarters of Ankara
indicate that a mere 39.3 percent of the children of small traders and artisans
are engaged in their father's profession; 11.6 percent are civil servants, and
7.1 percent are technicians, self-employed professionals, or industrialists.42

Although economy-wide statistics derived from disparate survey figures
can be misleading, we shall now try to quantify the share of the stationary
population in the unorganized and organized sectors. Considering the com
bined impact of between- and within-generation mobility, we shall assume
that 55 percent of the unorganized sector's population in 1963 was still in this
sector in 1973. In the case of the organized sector, statistics are even less
reliable, but it seems reasonable to assume that the stationary share of the
organized sector was 80 percent.

Having assigned values to three entries, one more is needed. Fortunately,
there exists some information on urban-rural migratory flows. O~'s study on
migrants in Istanbul and Samsun reveals that migrants in organized activities
are very unlikely to go back to their village for work. A few of O~'s

respondents acknowledged having made short visits to their village during
periods of peak labor demand in agriculture. But the vast majority had
completely severed their agrarian ties.43 In the absence of a stronger data
base, we shall simply assume that there was no mobility from the organized
sector to the rural sector.
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Weare now fully equipped to solve for the remaining five unknowns. The
relationships described at the outset of this section yield

[0

00. 310
M=M1 +M2 =
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Sectoral Mean Incomes

In Turkey, as in most underdeveloped countries, rural incomes are much
lower on the average than urban incomes. Concomitantly, incomes in the
unorganized urban sector fall below incomes in the organized urban sector. A
comprehensive discussion of the causes of these differentials is beyond the
scope of this chapter. In a later section, however, we shall analyze in
considerable detail the impact of rural-urban migration on the mean income
of each of the sectors. It suffices to say here that the financial and technolog
ical assistance provided by migrants contributed to the increase in rural
incomes observed during the 1963-73 period. On the urban side, in contrast,
migration probably dampened the average income levels of both the organ
ized and the unorganized sectors. Our purpose in this section is simply to
present the sectoral mean incomes for 1963 and 1973.44

Turkish income data are not classified according to the sectoral break
down used in the present study, so we had to draw on diverse sources to
obtain estimates of the sectoral mean incomes. Our primary source was the
national income accounts, while the surveys of manufacturing and business
establishments enabled us to subdivide the urban economy. The mean
incomes per capita are shown in Table 11.3.45 The log-mean incomes,46
which will be used in the later calculations, are presented in Table 11.4.

TABLE 11.3
Sectoral Mean Incomes Per Capita (at currentprices)

and Their Ratios to the Economy-wide Average

1963 1973

TL Ratio to Total TL Ratio to Total

Rural sector 1082 0.54 3,301 0.49
Unorganized sector 2582 1.28 8,056 1.19
Organized sector 5403 2.69 14,807 2.18
Total 2012 1.00 6,785 1.00
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TABLE 11.4
Sectoral Log-Mean Incomes Per Capita (at current prices)

and Their Ten-Year Growth Rates: 1963-1973

Growth
1963 1973 Rate

Rural sector 6.09 7.47 1.38
Unorganized sector 7.44 8.68 1.24
Organized sector 8.16 9.27 1.11

Witbin-Sector Variances

By international standards, incomes in Turkey were very unequally distri
buted throughout the 1963-1973 period. In terms of the size distribution, the
three surveys conducted in 1963, 1968, and 1973 all placed Turkey among
the least equal of the developing countries. Basically, the situation stemmed
from two sources: the between-sector differentials, which were discussed in
the preceding section, and the within-sector differentials to which we now
turn. In what follows, we shall first discuss the distributional characteristics
of each sector and proceed to derive the log variances from the available
surveys. We shall not explore, in this section, the impact of rural-urban
migration on the within-sector variances, leaving this important issue to a
later section.

It should be mentioned at the outset that within-sector inequalities in
Turkey are related in part to regional differences. Regional inequalities have
come about as the result of two interrelated factors. First, developmental
investments, both public and private, have been markedly biased in favor of
the west. A regional development program was established almost two
decades ago, with the purpose of alleviating regional inequalities, but to date
the record of implementation has been far from successful.

Second, within each sector there are regional variations in the composi
tion of economic activities and in the size and variance of incomes. In 1973,
for example, the mean income of organized sector households varied from
45,316 TL in Istanbul to 16,254 TL in eastern Anatolia.47 This dramatic
differential was due in large part to the variations in the composition of
economic activities within each region. Capitalists and professionals, for
instance, constituted 12 percent ofthe sector in Istanbul but only 1 percent in
eastern Anatolia. In the unorganized sector, mean household incomes varied
from 30,614 TL in the Black Sea region to 16,488 TL in eastern Anatolia.
Interestingly, the distribution was quite equal in the three metropolitan
regions but unequal in the five nonmetropolitan regions.48 There were also
regional differences in rural mean incomes, due in part to climatic variations.
These were not, however, as dramatic as the distributional differences. In the
Mediterranean region, where land is most unequally distributed, the log
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variance in 1973 was as high as 1.67, while the corresponding figure for
western Turkey was 0.86.

In the sectoral discussions which follow, the regional differences receive
minimal consideration; however, the reader should keep in mind that these
differences account for a substantial portion of each sector's variance.

The primary determinant of inequalities within the rural sector is un
doubtedly the unequal distribution of land. The 1963 Agricultural Census,
the 1962-1969 Village Inventory Studies, and the 1973 State Planning
Organization survey all point to the concentrated nature of land distribution
in Turkey. In 1963, 79.9 percent ofthe families engaged in agriculture owned
48.2 percent of the land, while 12.0 percent owned the remaining 52.8
percent; 8.1 percent of the families were landless.49 The village inventory
studies showed that 750 villages were owned in their entirety by a person,
family, or dynasty.so Finally, the 1973 study indicated that 24.5 percent of
the families in the rural sector owned 73.4 percent of the land; 66.0 percent
owned the remaining 26.6 percent, while 9.5 percent of the families owned no
land at all.51

Considering the discussion in the first section, one might expect to fmd
relatively small income variations within the unorganized sector. Indeed, the
low capital requirements and the absence of institutional barriers prevent the
development of pronounced income disparities among different unorganized
activities. Also, the fluctuations over time in the incomes of individuals
within the sector are reduced by intra- and interfamily cooperation. Informal
welfare networks exist in Ankara, for example, among migrant apartment
caretakers from the same village.S2

A portion of the income variations in the unorganized sector stems from
differentials in employment opportunities among different areas ofsettlement.
For one thing, the income an individual derives from a given unorganized
activity is a function ofhis geographical proximity to the prosperous residen
tial quarters of the city. Despite the unavailability of data, there is evidence
that caretakers in the most prestigious districts. of the large cities (such as
Cankaya and Kavakbdere in Ankara and Ni§antq and Bebek in Istanbul)
earn considerably more than caretakers in most other districts. There are
probably even larger differences in average income between caretakers in the
metropolitan centers of the west and the smaller cities of the east.

Income differences may also arise from variations between areas of
settlement in the occupational composition of the unorganized labor force.
Employment patterns in the squatter communities surrounding the city's
legal residential areas probably differ from those in communities situated in
the proximity of an industrial plant. In the former type of community, the
unorganized labor force might conceivably consist of household servants,
small shopkeepers, peddlers, and porters. In the latter type, by contrast, there
would probably be a high percentage of preindustrial-type artisans and
manual day laborers.
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Turning to the organized sector, income differ'entials between different
economic activities are very large. There are, for instance, substantial gaps
between the salaries of senior government officials and low-level civil ser
vants. Among skilled workers, there are pronounced wage differentials
according to levels of seniority and types of occupation. Marked inequalities
also exist among lawyers, businessmen, bank managers, physicians, and self
employed professionals such as actors, musicians, writers, and engineers.
The level of competition varies in all these occupations according to the
credential requirements of specific positions. Due to low supply, positions
requiring high levels of competence and efficiency yield enormous incomes.

At the same time, it appears that regional and intercity income variations
are not large in the organized sector. Legislative measures ensure the minimi
zation of salary differentials between government employees in developed
areas and those in deprived areas. The wages of blue-collar workers are
roughly standardized across regions, due to pressures exerted by trade
uniop.s. And although regional income differentials exist among businessmen,
physicians, lawyers, managers, and self-employed professionals, the contri
bution of these differentials to the overall level of within-sector inequality is
very small, owing to the heavy concentration of these professionals in a select
number of western cities.

To estimate the sectoral log variances empirically, we made use of
the 1968 and 1973 income-distribution surveys. The scheme of disaggrega
tion presented in the 1973 survey made it possible to obtain distributional
indices for the three sectors by reaggregating the survey's socioeconomic
groups, using, in each case, the decomposition of variance formula. Of the
survey's socioeconomic groups, we allocated farmers and agricultural laborers
to the rural sector, small traders and artisans to the unorganized sector, and,
finally, capitalists, professionals, merchants, government employees, white
collar workers, rentiers, and blue-collar workers to the organized sector.
Unfortunately, the 1963 income-distribution survey is not susceptible to
the same three-way reaggregation scheme or to any other comparable scheme.
Thus, for 1963, we were constrained to use the 1968 survey, which provides
distributional information for some, though not all, of the socioeconomic
categories of the 1973 survey. Using the 1973 ratio in our calculations, we
assumed that the log variance of artisans and small traders was 51 percent
higher than the log variance of capitalists and professionals, a subgroup
within the organized sector.

It needs to be mentioned that in both the 1968 and 1973 surveys the data
adaptable to the purposes of this study use the household rather than the
individual as the recipient unit. Preferably, the surveys would have included
information on differentials in household sizes between the socioeconomic
groups. Since they did not, we simply accepted the group distributions by
households as close approximations to the corresponding distributions by
individuals. The results are presented in Table 11.5.
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TABLE 11.5
Sectoral Log Variances: 1963-1973

1963 1973

Rural sector
Unorganized sector
Organized sector

1.79
0.84
0.86

1.26
0.62
0.67

Components of the Changes in Inequality

According to the methodology described in the second section, the change
between 1963 and 1973 in the overall income distribution can be measured
and decomposed given the sectoral variances, mean incomes, and population
growth rates for both years and the net mobility matrix. The overall change in
the log variance and the components of this change, derived from the data
presented above, are shown in Table 11.6.

An analysis of the components ofaV conveys that the decrease in income
inequality observed in Turkey between 1963 and 1973 was due primarily to
improvements in the within-sector distributions. Considering the large popu
lation share of the rural sector, the fall of this sector's log variance from 1.79
to 1.26 was the largest source of the dispersion effect, with smaller contribu
tions from reductions in the variances of the two urban sectors.

The impact on the overall income distribution of changes in the mean
incomes was favorable but relatively small in magnitude. These changes had
an equalizing effect, because the sectoral rates of growth were biased in favor
ofthe rural sector. Since average income in the rural sector is lower relative to
the two urban sectors, the sum of the deviations from the overall mean income
was reduced, thereby .lowering the degree of overall inequality.

The fact that the population growth rate was higher in the rural sector than
in the two urban sectors was the source of a tiny increase in the degree of
overall inequality. The population growth effect consisted of two counteract
ing components: an unequalizing component due to the reweighting of the

TABLE 11.6
Components ofthe Change in the

Overall Log Variance
from 1963 to 1973

Dispersion effect = -0.4348
Mean growth effect = -0.1627

Population growth effect = +0.0017
Direct mobility effect = +0.0357

Interactions effect = +0.0010
Overall change = -0.5591
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sectoral variances in favor of the relatively less equal rural sector and an
equalizing component, slightly smaller in absolute value, due to the reweight
ing of the sectoral deviations from the overall mean income.

The mobility effect also consisted of two counteracting components. The
reweighting of the sectoral variances brought about by the net movement of
population from the rural sector to· the two urban .sectors had a strong
equalizing effect. This effect was offset, however, by the reweighting of the
sectoral deviations from the overall mean income. The final result of+0.0357
should be interpreted as the direct impact of mobility on the distribution
of income.

Interestingly, the interaction of mobility with dispersion (AV14) and the
interaction of mobility with mean growth (AV24) offset each other, being of
opposite signs and very close in terms of absolute value. When summed up,
the ten components of the interactions effect yielded an insignificant
magnitude.

Qualification: The Indirect Mobility Effect

Underlying our decompositional analysis was the implicit assumption that
there is no functional relationship between mobility and the other variables
which entered the calculations. Actually, the mean incomes and variances of
each of the three sectors were themselves affected by rural-urban migration.
Since both the dispersion and mean growth effects were strongly equalizing, it
is likely that mobility contributed indirectly to the improvement in the overall
variance. While it is not possible to quantify the indirect mobility effect, we
will draw on diverse studies to explore the nature of the interrelationships.

Starting with mean incomes, there exists ample qualitative evidence that
the improvement observed in the rural mean income (see Table 11.3) was
partially due to migration. Studies conducted by Karpat concerning the
effects of out-migration on several villages located in the area south of the
Black Sea suggest, as one would expect, that the decrease in population
pressure helped increase the remaining peasants' living standards by leaving
more food per capita. Most villages have surplus manpower even in the
busiest season,53 so production has probably not suffered from migration. Yet
Karpat notes that in two villages, which had sent three-fourths of their
population to urban centers, a few residents complained of labor shortages.54
He found, moreover, that migration had contributed to the total destrus:tion of
some villages where only a few old people remained as guards. 55 Considering,
however, that these were small mountain villages which are presumably
unsuitable for agriculture, even the exceptional cases can be viewed as
positive developments.

The most important way in which rural-urban migration has provided a
stimulus to agriculture is by bringing villages into contact with new ideas
concerning fmancing, production, management, and marketing. Studying the
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migrant-sending villages near ~ebinkarahisar,Karpat noticed that soil analy
sis and problems related to irrigation had become major topics of discussion.
Some migrants were playing an active part in the formation of agricultural
development cooperatives and the consolidation of subdivided plots.56

In addition to ideas, migrants often provided the financial means for rural
. economic development. In her study on Eregli, the site of Turkey's second
steel mill, Klray found that close to one-fourth of the migrants were regularly
sending money to their area of origin.57 In the HisartistU, Baltaliman, and
Celalettin Pa§a squatter settlements, according to Karpat, about 20 associa
tions were founded by squatters for the purpose of providing funds for a
specific village.58 Thus, migration was instrumental in the rise in agricultural
productivity during the 1963-73 period.

Whether migrants foundjobs in the organized sector or in the unorganized
sector, they fared far better in the city than in the village. It is very difficult to
collect adequate income data from migrants, particularly from those in the
unorganized sector who can easily conceal their earnings, but some supportive
evidence exists in the relevant literature. Studying migrant families in the
gecekondu settlements of Ankara, Ktray estimated that earnings had at least
doubled in the vast majority of cases.59 Likewise, in the An-Tiitengil survey,
72 percent of the migrants in the sample earned twice what they earned in the
village.60 Suzuki observed that the living c,Onditions of the people in his
sample had improved when they moved to Istanbul: they ate and dressed
better and enjoyed improved health facilities.61 Finally, 90 percent of the
squatters in Karpat's sample indicated that their living standards had im
proved. Interestingly, some ofthose who were dissatisfied with their life in the
city had come from rich village families.62

Further indirect evidence of the positive impact of migration on the
incomes of the individuals· involved is provided by the Zeytinburnu survey.
An overwhelming majority of the persons interviewed by Hart and his
associates indicated that their living conditions had improved dramatically.
To the question "Would you like to go back to your village?," 94.6 percent
gave negative responses. The migrants stated financial reasons when asked to
explain their preference for city life.63

But while rural-urban migration led to improvements in the incomes of the
new arrivals, it probably depressed the average income of the low-level work
force in both the organized and unorganized sectors. A recent econometric
study found a high degree of substitution between illiterates and primary
school graduates in blue-collar jobs. It also found a high degree ofsubstitution
between workers in the 15-24 age group and workers aged 45 and above.64

Both these findings imply that new arrivals in the city, even if young and
uneducated, can have a negative influence onjob security in industry.65 One
would expect, therefore, a negative relationship between rural-urban migra
tion and wages in the industrial component ofthe organized sector. While real
industrial wages exhibited an upward trend between 1963 and 1973, due
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perhaps to the. impact of unionization, this was probably dampened by
migratory inflows.

It is difficult to fmd empirical information concerning the impact of rural
urban migration on average earnings in the unorganized sector. However, the
fact that dolmu§ drivers and apartment caretakers, two of the largest compo
nents ofthe unorganized sector, established collective organizations in several
cities in recent years suggests that they feel threatened by the ongoing inflows
from the rural sector. These organizations have tried, with some success, to
erect protective barriers against competition from new job-seekers.

Turning to the variances, migration affected the rural distribution of
income, though the nature of this effect is difficult to detect. The figures
presented earlier on the distribution of land suggest that there was a moderate
rise in the proportion of landless laborers between 1963 and 1973. This
increase was probably a consequence of the mechanization drive of the
1960s, for which remittances sent by migrants were partly responsible. Some
small farmers, unable to match the higher level of efficiency on mechanized
large farms, may have sold their plots to large landowners, who were
becoming increasingly cost-conscious and eager to expand the scale of their
operations. Once landless, the farmers would have either joined the stream of
out-migrants or become agricultural laborers. To the extent that these land
less farmers joined the wage-earning agricultural work force, rural inequality
would have increased. However, in assessing the distributional impact of
migration, one must also consider that a large proportion of migrants came
from small-landowning families. The benefits accruing to these families
would probably have reduced the level of rural inequality. Due to a lack of
information, it is not possible to assess the relative magnitudes of the
inequality-promoting and inequality-reducing effects of migration on the
within-rural distribution of income.

Our earlier discussion suggested that the impact of migration on the
distribution of income within the unorganized sector depends largely on the
apportionment of migrants among different settlement areas. Since barriers to
entry are negligible in the unorganized sector, disproportionately heavy
inflows into a certain squatter settlement would depress incomes in its
predominant unorganized activity. There seems, however, to have been no
systematic bias in the apportionment of migrants among different areas, so
the effect of migration on the distribution of income within the unorganized
sector was probably small.

The impact of rural-urban migration on the distribution of income within
the organized sector was probably unfavorable in the 1963-1973 period.
Flows of migrants into urban centers must have depressed the wages of the
blue-collar workers in the organized labor force. To the extent that the profits
of capital owners increased as a result, inequality would have increased.

To sum up, it seems almost certain that mobility was responsible in part
for the mean growth effect, which was found to be equalizing. On the question
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ofwhether mobility also contributed significantly to the dispersion effect, it is
not possible to provide a conclusive answer without further evidence. Overall,
it seems that the indirect mobility effect was in the equalizing direction.

Concluding Remarks

This study has shown that the improvements in the sectoral distributions
of income were by far the most important source of the reduction in overall
inequality observed in Turkey between 1963 and 1973. In and of itself,
mobility was unequalizing, but the effect was small in absolute value and was
perhaps offset by the indirect impact of mobility on the sectoral incomes and
variances. Considering the magnitudes involved and the discussion in the
preceding section, it is clear that a full understanding of the redistributive
effects of mobility must await a detailed analysis of the mechanism through
which migration affects the rural variance.

While this study has not proven that migration in Turkey has had a strong
equalizing effect on income distribution, it has served to refute the belief,
popular in the current sociopolitical literature, that migration is harmful to
equality and that it must be discouraged for this reason. According to the
results reported in Table 11.6, mobility was only slightly unequalizing; and,
to reemphasize, this effect may well have been outweighed by the migration
induced factors which were partially responsible for the observed changes in
the sectoral means and variances.

Looking into the future, there is reason to expect that rural-urban migra
tion will promote equality. The theoretical literature suggests that, after an
initial unequalizing phase, migration begins to have an equalizing effect.
Once the equalizing phase has started, the potency of migration as a redistri
butive phenomenon fIrst increases and eventually starts to decrease over
time, as the existing differentials in the sectoral means and variances dimin
ish.66 To the extent that these differentials are, in fact, narrowed and the share
of the rural sector within total population declines, urban disparities can be
expected to gain importance in terms of their relative impact on overall
inequality.

More significantly, the results of this study demonstrate that the surest
way to reduce overall inequality in Turkey is to deal with. rural inequality
directly. Whether this task is accomplished through land reform, agricultural
taxation, aid to small farmers, or some other scheme involving selective price
supports, the effect on the overall distribution of income promises to be
strongly favorable.
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Appendix

Here we will provide a formal generalization of the technique used to
decompose the variance. The vector symbols which appear frequently are
dermed at the outset. All column vectors are of dimension n, and all matrices
of dimension n X n, where n denotes the number of sectors. The subscript t
denotes the time period.

x

y

v

r

u
M

Column vector such that x: is the number of individuals in sector i at
timet
Column vector such that yi is the log-mean income per capita in sector i

t
at time t

Column vector such that v: is the log variance of income in sector i at
time t

Column vector such that r: is the growth rate of log income per capita in
sector i at time t

Column unity vector
Mobility matrix, where the element Mi denotes the share of sector j that
moves to sector i, and M = M 1 + M 2

Population growth matrix

Net mobility matrix
Identity matrix

The transpose is denoted by x', y', etc. The symbol 6 transforms a vector into
a diagonal matrix.

The basic relationship involves the mobility matrix. In terms of Xt' the
number of individuals in each sector at time t + 1 is given by

(1)

The log-mean incomes at time t + 1 are obtained by applying the growth
vector to Yt:

(2)

The total population at time t is a scalar (~) which can be written as

(3) ~ =x;u.
The economy-wide log-mean income per capita at time t is given by

(4) ~ = y~(x/~) = y~/x~ u.

Now we introduce the decomposition of variance formula:

(5) ~ = S~Vt + (Yt - u Y) 'St = (Yt - U Y),

where St is a column vector which denotes the share in the total population of
each sector at time t. This shares vector is equal to
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(6) St = x/~ = x/x;u.

Substituting (6) into (5) and rewriting, we obtain

(7) ~ = (x;/x;u)vt + (Yt- ~)'(x/x;u)(Yt ~).

We now leta V = V t+1 - ~ denote the change in overall log variance
of income between times t and t + 1. By substituting and doing some algebra,
we get

(8) .1V = s;+l vt+1 - s~ vt + (Yt + rt}:'st + 1 (Yt + rt) - Y;StYt
- (Y;St+l + r,St+l)2 + (Y;St)2,

wherest = x/x;u andst+1 = Mx/x,#'u. We then obtain the five components

of .1V in the manner described in the second section:

(9) .1~ = (x/x;u)'(vt+1 -. Vt)'

(10) .1~ = (Yt + rt)'slYt + rt) - Y;StYt - (Y;St + r,St)2 + (y;St)2,

(11) .1~ = [(x;(M1 + I)/x;(M1 + l) u) - (x;/x;u)]vt
+ y;[xt(M1 + l)/x'(M1 + l)u]Yt - y;(x/xtu)Yt

- [y;(M1 + l)x/x;(M1 + l)u]2 + (y;X/x;u)2,

(12) .1~ = [(x~MJ/x;M2U) - (x;/x;u)]vt + y;(xtM;/x;M;u)Yt
- y;(x/x;u)Yt - (Y;M;x/x;M;u)2 + (y;x/x;u)2,

(13) .1J!; = .1V - .1~ - .1~ - .1~ - .1 V4•

Notes

1. In contrast to landownership, secondary agricultural activities do not stand out in the
Turkish rural sector as major detenninants of the general socioeconomic structure. Individuals
engaged in animal husbandry are often interrelated by family ties with fanners, landed or
landless, and many of them join the ranks of fanners during peak seasons. This illustration
applies to other secondary activities as well.

2. Some small fanns also use hired labor, but this is usually on a seasonal basis.

3. The dolmu§ is a privately owned vehicle similar to a taxi but hired by up to eight people
atone time.

4. When they do develop, of course, they become, by definition, part of the organized ,
sector.

5. For a general discussion of these institutional factors see Dipak Mazumdar, "The
Urban Infonnal Sector," p. 656. The author does point out, however, that there may be an
interdependent set of noninstitutional relationships that would raise blue-collar wages even in the
presence of an excess supply of labor. Among the components of Mazumdar's argument is the
proposition that some workers, particularly those who have been attached to an establishment for
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a long time, become sufficiently irreplaceable to obtain bargaining power that raises their wages.
With respeCt to Turkey, the author's argument seems best applicable to mining and heavy
industry, two sectors of economic activity which use capital-intensive and technologically
advanced production techniques.

6. Sherman Robinson, "A Note on the U-Hypothesis Relating Income Inequality and
Economic Development," and Sherman Robinson and Kemal Dervi$, "Income Distribution and
Socio-Economic Mobility: A Framework for Analysis and Planning."

7. The method is developed and discussed at greater length in Timur Kuran, "Internal
Migration: The Unorganized Urban Sector and Income Distribution in Turkey, 1963-1973,"
pp.9-15.

8. Robinson and Dervi$, "Income Distribution," p. 350.
9. For a detailed discussion of the log variance, see Richard Szal and Sherman Robinson,

"Measuring Income Inequality," pp. 500-501.
10. See the Appendix in Chapter 9 for a review of these definitions.

11. Ttimertekin, Urbanization and Urban Functions in Turkey, provides a detailed pre
sentation of the empirical evidence.

12. Two alternative classification schemes have been suggested by ilhan Tekeli, "Marginal
Sector in Development and the Turkish Case," and Belgin Tekc;e, "Urbanization and Migration
in Turkey 1955-1965." However, both have serious drawbacks in terms of the data require
ments of this study. See Kuran, "Internal Migration," pp. 16-18.

13. Unlike the 1960 census, the 1970 census does not include an "unknown" category in its
breakdown by employment status.

14. The data adjustments made are discussed in Kuran; "Internal Migration," pp. 16-23.
15. The 1975 census was not available at the time of writing.

16. Gecekondus, literally "built-in-the-night," are dwellings constructed on somebody
else's land, usually the government's, and in violation of building codes.

17. See Charles W. Hart, "Peasants Come to Town," pp. 67-68. For a deeper analysis of
the Zeytinburnu fmdings, see Nephan Saran, "Squatter Settlement (Gecekondu) Problems in
Istanbul."

18. See Peter Suzuki, "Peasants Without Plows: Some Anatolians in Istanbul," p. 430-31.
19. See Thrahim Yasa, "The Impact of Rural Exodus on the Occupational Patterns of

Cities: The Case of Ankara," pp. 152-55.
20. See Kemal Karpat, The Gecekondu: RuralMigration and Urbanization, pp. 100-106.

The dissimilarity between the Suzuki and Karpat surveys is striking. Apart from the fact that the
Suzuki study restricted itself to only one of the three areas surveyed by Karpat, a possible
explanation is that it takes migrants a few years to get assimilated into the organized labor
market. Hisarustti was founded in 1959, only five years before the Suzuki study was conducted.

21. See Mtibeccel Klray, "Gecekondu: Az Geli$mi$ Ulkelerde Hlzla Topraktan Kopma ve
Kentle Btittinle$ememe," p. 567.

22. See Emre Kongar, "Altmdag Gecekondu Bolgesi," p. 121.
23. State Institute of Statistics, Vital Statistics from the Turkish Demographic Survey

1966-67, p. 37. The survey accepts an upper size limit of 2000 to define rural areas. This is
lower than our size boundary of 10,000, but in the absellce of more suitable data we are
constrained to use the survey. If data were to be reaggregated according to the sectoral
definitions of the present study, the resulting rural and urban rates would probably be approxi
mately the same. See Tekc;e, "Urbanization," p. 23, f. 5.

24. The surveys used are those reported in Nermin Abadan-Unat and contributors, Turkish
Workers in Europe 1960-1975,· Ronald Krane, "Effects of International Migration upon
Occupational Mobility, Acculturation and the Labor Market in Turkey"; and Suzanne Paine,
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Exporting Workers: The Turkish Case. See Kuran, "Internal Migration," pp. 23-26, for a
discussion at length of the calculations.

25. The tenninology is due to Tek~e, "Urbanization and Migration," pp. 14-16; see
Tiimertekin, Urbanization, pp. 102-116, for an extensive discussion of city births.

26. In matrix notation, these two relations can beexpressedasMt +Ai! +M! = 1, forj= 1,
2, and 3, and x 73 = (M1 + M 2)X63 , where X 63 and x 73 are column vectors of the sectoral
population sizes.

27. With six numbers, the system is linearly dependent and has no unique solution.

28. Karpat, The Gecekondu, pp. 73-74.

29. Oguz An, "Ankara'da Yetenekli Devamh Endiistri i§~ileri Sorununun incelenmesi,"
p.18.

30. Tek~e, "Urbanization and Migration," p. 28.

31. Recognizing their growing strength in numbers, the squatters began in the early 1960s to
engage in political bargains with contenders in national and municipal elections. To say the least,
they achieved substantial material gains, in the fonn of roads, piped water, transportation
services, etc., from their political endeavors.

32. Based on official figures compiled from Karpat, The Gecekondu, pp. 60, 62.

33. Implicit in this calculation is that around 20,000 gecekondus a year were built by
migrants of earlier periods, taking advantage of the government's failure to put into effect the
gecekondu prevention and clearance laws.

34. Yasa, "The Impact of Rural Exodus," p. 147.

35. Oguz An and Cavit Orhan Ttitengil, "istanbul'a Go~ ve Cah§ma Hayatma intibak
Ara§tlnnasl," p. 36.

36. Karpat, The Gecekondu, p. 105.

37. An and Tiitengil, "istanbul'a G~," p. 29.

38. Kongar, "Altmdag Gecekondu Bolgesi," p. 23.

39. See Taner O~, "Assimilation of Displaced Rural Migrants in Istanbul and in Samsun,
and the Role of Mass-media in the Process."

40. O~, "Assimilation," p. 210, Table A-lO. The author uses a typology ofoccupations that
divides the urban economy into three sectors. The figures cited are for type I occupations, which
O~ defmes as occupations requiring no skills and providing no job security (see p. 74 for the
detailed definition). Some unorganized activities are classified in an intennediary category (type
IT), which also includes, however, some organized activities.

41. See Tuncer Bulutay,Serim Timur, and Hasan Ersel, Turkiye'de GelirDag,llml-1968,
Table6.D.

42. See Ru§en Kele§, Eski Ankara 'da Bir $ehir Tipolojisi, Table 28.

43. See O~, "Assimilation," pp. 106,139-42. Also see pp. 131-33 for a discussion on the
similarity of the author's findings with those of Hart and An-Tiitengil.

44. Implicit in the study is the argument that monetary income is a reasonable proxy for the
quality of life.

45. The calculations are discussed in Kwan, "Internal Migration," pp. 38-48.

46. The log-mean income is equal to the log of the arithmetic mean minus one-halfofthe log
variance.

47. Based on unpublished data from the 1973 income-distribution survey.

48. The log variance is 0.26, 0.27, and 0.42 in izmir, Istanbul, and Ankara, respectively. In
three of the five nonmetropolitan regions it exceeds 0.71. (Source: Unpublished data from the
1973 income-distribution survey.)

49. Based on the results of the 1963 Agricultural Census, as cited in Tunca Toskay, "Some
of the Problems of the Turkish Agricultural Sector and the Need for Refonn," pp. 396,400.
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50. Korkut Boratav, "Tiirkiye Tannnmn 1960 lardaki. Yapisl ile ilgili BaZI Gozlemler," p.
792. This figure corresponds to 2.1 percent of the villages in the 56 provinces covered by the
inventories.

51. Based on data in State Planning Organization, Klrsal Refah Politikalan, p. 6. The
figures in the report include the nonagricultural· population of the rural sector in the landless
category. The figures here, however, have been adjusted to exclude the nonagricultural population.

52. See Ned Levine, "Old Culture-New Culture: A Study of Migrants in Ankara, Turkey."
Interestingly, however, Yasa, "The Impact of Rural Exodus," noticed that mutual aid facilities
have a tendency to disappear as migrants become settled in the city.

53. Rough estimates made by the State Planning Organization in 1960 showed the surplus
agricultural labor to be 8 percent of the agricultural population in July and as high as 85 percent
in January [First Five-Year Development Plan (1963-1967), p. 420]. Seven years later the
unutilized manpower was estimated at 9 percent for the peak agricultural season and 77 percent
for the slack season. See Yusuf Hamurdan, "Surplus Labor in Turkish Agriculture 1962-1972,"
pp.171-96.

54. See Karpat, The Gecekondu, Chapter 7.

55. Ibid., p. 186.

56. See Karpat, ibid., pp. 187-95, for an analysis of migration-induced attitudinal changes
in villages.

57. Miibeccel KIray, Eregli: Aizr Sanayiden Once bir Sahil Kasabasl, p. 42. Most of
those sending money were probably of rural origins. After industrial development began, Eregli
attracted large numbers of engineers, technicians, and businessmen from other towns and cities,
few of whom would have had any need to send money to their families.

58. For some illustrations, see Karpat, The Gecekondu, pp. 171-72.

59. Kiray, "Gecekondu," p. 569. The author notes that Yasa's fmdings were similar.

60. An and Tiitengil, "istanbul'a G~," p. 18.

61. Suzuki, "Peasants Without Plows," pp. 430-31.

62. Karpat, The Gecekondu, pp. 106-7. The author ascribes the dissatifaction of the
formerly rich migrants to the fact that the city accords equal treatment to all villagers, rich or
poor.

63. Saran, "Squatter Settlement," pp. 358-59.

64. See YusufHamurdan, Turkiye'de isdihdamzn Yaplsl ve Yonlendirilmesi, pp.91-100.
65. Elsewhere in the employment literature on Turkey, it has been argued that labor

turnover in industry has increased as a result of rural-urban migration. See, for example, Nusret
Ekin, Gelis.en illkelertle ve Turkiye'de is.sizlik, p. 377. The author does not, however, substan
tiate his argument with empirical evidence.

66. Robinson, "A Note," has shown in a two-sector framework based on a minimum of
economic assumptions that migration could, indeed, cause income distribution to first become
less equal and, only later, become more equal.
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CHAPTER 12

Political Activities ofTrade Unions
and Income Distribution

Maksut Mumcuoglu

Introduction

In this chapter we will focus on the political activities of Turkish trade unions
with particular emphasis on their stands on income-distribution issues.
Turkish trade unions have, in fact, become a very major element in the
political system of the country in the last 15 years. One can safely argue that
the extent of unionization and the growing political influence of the unions
are among the principal differences between the present Turkish political
system and the one that prevailed in the pre-1960 era. Thus, compared to
296,000 unionized workers in 1963, this figure reached 2.2 million in 1977.
Similarly, the degree of unionization (the share of actual union members as a
percentage of all those who are legally eligible to become unionized) rose
from 10.8 percent in 1963 to 46.0 percent in 1977 (Table 12.1).

TABLE 12.1
Total Wage Earners and Percentage 0/Unionization

Year

1963
1967
1971
1975
1977

Potential
Union MemberSO

(000)

2.745
3.310
4.055
4.263b

4.786

Actual
Union Members

rOOO)

296.00
613.00

1.200
1.823
2.200

Percentage
o/Unionization

(000)

10.8
18.5
29.6
42.8
46.0

Source: For 1963-1971: Ankara: sPa, "Third Five Year Development Plan,"
p. 81, Table 65. For 1975: sPa, "1977 Annual Program," p. 323. For 1977: "1978
Annual Program," Official Gazette, April 16, 1978, p. 215.

aNumber of wage earners who can legally become unionized (see note b).

bDue to the constitutional amendment of 1971, government officials are no longer allowed to
become unionized. At present the number of government officials is approximately 1 million,
which is not included in the 1975 figures.
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Furthennore, such numerical growth tells only part of the story. We have
also observed, in the same period, a number of qualitative changes in the
essential characteristics of the Turkish labor movement. A politically inef
fective, dependent labor movement has been transfonned into a strong and
independent one whose support is eagerly sought by all political parties.
Most of the legal prescriptions on union activity have been removed, and
labor has been granted such basic rights as the right to unionize freely, to
strike, and to bargain collectively. The concept of pure and simple job
unionism that prevailed in the 1950s and the 1960s has given way to a much
greater awareness of, and concern for, more fundamental political issues; and
this is true not only for the more militant section of the labor movement
represented by the Confederation of Revolutionary Workers' Union (DiSK)
but also for its larger and more moderate section organized by the Turkish
Trade Unions Confederation (TURK-iS).

Such growing political awareness, however, has not so far led to the
establishment of organic links between trade unions and political parties. It is
true that the DiSK actively supported, and cooperated with, the Turkish
Labor Party (TLP) in 1967-1971 and endorsed the Republican People's
Party (RPP) in the 1973 and 1977 elections. But such support has never
become fully institutionalized so as to make unions an integral part of any
political party. Especially within the TURK-iS, organizational indepen
dence vis-A-vis political parties is carefully maintained, and traces of job
unionism can still be observed in its so-called "above-party" policies, as will
be spelled out below. Even the TURK-iS, however, displays a clear tenden
cy to see labor problems from an increasingly broader, political perspective.

Increasing politicization of Turkish trade unions is, no doubt, related to
the changes that are taking place in the party system. Ozbudun, Chapter 3,
describes changing social cleavages and voter alignments in Turkey with
special reference to the party system. Growing politicization of the labor
unions is part of this realignment process. It is both a cause and a reflection of
the increasing salience of equity issues in Turkey.

In this chapter, organizational and ideological characteristics of the two
major labor confederations in Turkey will be spelled out in some detail. We
believe this is essential to an understanding of labor's political activities and
its attitudes toward distributional issues. It will be shown below that different
political influence strategies of the TURK-iS and the DISK, as well as their
different approaches to distributional issues, cannot really be explained
without reference to their ideological characteristics. This, in tum, requires
at least a brief treatment of the historical background of the labor movement
in Turkey, since many of such ideological and organizational features have
their roots in the past.

Historical Background of Trade Unionism in Turkey

It is well known that trade unions in the West were products of the
industrial revolution and that their legalization came about at the end of a
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long and painful struggle. This is not true for Turkey. Therefore, it is not
surprising that the social change (and industrialization) which had triggered
the labor movements in the West some two centuries ago began to take place
on a large scale in Turkey only starting from the 1960s.

The Ottoman Empire and the Early Republican Period

Under the Ottoman rule, there was very little union activity, apart from
some quasi-unions (or associations) which began to appear in the second half
of the nineteenth century and the short-lived Second Constitutionalist period .
(1908-1918) during which time some genuine unions were organized. This
was due to the legal interdictions on labor organizations, on the one hand,
and to the very early stage of industrialization in the country, on the other.

The republican rule, established following the victorious ending of the
Independence War in 1923, inherited from the Ottoman Empire nothing
more than a backward "agricultural country." The wars in succession had
devastated the country whose economy .and finance were largely controlled by
foreigners. One of first targets of the new administration was to free the
national economy from all foreign interventions. Ataturk and his friends
looked at all social, economic, and political affairs of the country from this
perspective. In fact, in his inaugural speech at the "Economic Congress"
held in Izmir in 1923 to work out a new economic policy for the country,
Ataturk contended that there existed no conflict ofinterest between the social
classes in Turkey. On the other hand, the Workers' General Union (the
Umum Amele Birligi) argued that, to protect the social and economic rights
of labor against the capitalists, new unions should be set up and granted the
right to strike. l There was, therefore, a visible conflict from the very beginning
between the official state ideology based on the national unity of a classless
society and the claims put forward by labor. The new Republican govern
ment, however, recognized no rights to labor to organize or to strike. What is
more, it banned all kinds of labor activities with the so-called "Law on the
Establishment of Public Order" (the Takrir-i Sukun Kanunu) passed in
1925 to cope with an uprising in the eastern region. This law was clearly a
major setback to the development of the labor movement. But, in spite of it,
labor went on having certain organizations of its own in the form of mere
associations. Following the strikes of the workers at the Eastern Railways
and the Istanbul Tramcar Company in 1928, however, all workers' associa
tions were permanently closed. And from that year until 1946, workers were
not allowed to organize under any such names as association, union, and the
like. This ban was so strictly enforced that a special article was inse~ed into
the new Associations Law of 1938 to the effect that any associations
established on a social class basis would be illegal. On the other hand, strikes
were prevented with a new article added to the Turkish Penal Code in 1933.

From the workers' standpoint perhaps the only positive step taken in the
1923-1946 period was the passing of the Labor Law of 1936. To understand
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the real motives behind this law, it would suffice, however, to quote the then
secretary general of the ruling People's Republican Party (PRP): "The new
Labor Law will wipe out the erroneous roads that lead to the emergence and
persistence of social class consciousness...."21 In fact, apart from measures
alleviating certain professional problems of workers, the law in question
contained no provisions related to workers' organizations.

In short, because of the nature of the authoritarian single-party govern
ment, labor had no say whatsoever in the public affairs of the country in the
period under review. There is no doubt that the economic backwardness of
the country in general and the numerical weakness of labor contributed to this
outcome.

The 1946-1960 Period: Beginning ofTrade Unionism

The ending of World War II with a clear victory of the democratic front
led the single-party regime in Turkey to legalize a multiparty democratic life.
One of the first issues taken up in the process was how to legalize the unions.
This was easily achieved when the above-mentioned provision of the asso
ciations law banning· the establishment of associations on a social class
basis was repealed; this cleared the way for the setting up of unions. The
lifting of the ban resulted in a number of unions being set up all over the
country and especially in Istanbul. It should be added, however, that some of
these new unions were, on charges of procommunist tendencies, soon after
closed by the government, which was anxious not to lose control over labor.

Nineteen forty-seven became the year in which unions had their first spe
ciallaw in Turkey. Law 5018 entitled "Law on the Employees' and Employ
ers' Unions and Union Associations" is generally considered by the Turkish
social policy experts as marking the beginning of Turkish trade unionism,3

This law could indeed be celebrated as an important step forward after a long
repressive period during which even the spelling out of the word "union" had
not been allowed. It should be pointed out, however, that the law in question
did not grant the basic rights to strike and to collective bargaining to the labor
which was also prohibited from all sorts ofpolitical activities. In fact, Article
5 on the political activity ban read as follows: "The employees' and employ
ers' unions may not engage, in such capacities, in any activities of political
propaganda or publishing and are also prohibited from acting as agents ofany
political organization."4

Until 1961, this provision was used by the government as the "sword of
Damocles" over the unions. In fact, even in the period following the free
elections which brought about a change in power in 1950, political activities
of unions were not accorded much tolerance on the part ofthe government. A
striking example is the interdiction of a meeting organized by the Union of
Istanbul Textile and Knitting Industries Workers in 1952 in order to "pro
mote the use of domestic products and to protest unemployment" on the
grounds that such a meeting would imply political involvement of labor,S On
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the eve of the 1954 general elections, some unionists, aiming at a better
representation of the labor in Parliament, set up the so-called Support
Committee for Turkish Workers and Their Parliamentarian Sympathizers.
But the government got this committee also prosecuted because it thought
such an undertaking infringed Article 5.6 It is interesting to note here that the
Democratic Party, which held power in Turkey from 1950 through 1960, had
promised to recognize, once in office, the labor's right to strike, and, in the
program of the First Menderes Government, pains were taken to point out
that the strikes would be legalized. These promises, however, were never kept
by the Democratic Party and its governments.

Another characteristic of the 1946-1960 period from the Turkish labor
movement's standpoint was the establishment, for the first time, of a nation
wide labor organization. This organization which was set up on July 31,
1952, under the name of Confederation ofTurkish Workers' Union (in short,
the TURK-tS) was to play an important role in the development of the
Turkish labor movement.

Before examining the following period, we can summarize the characteris
tics of the period 1946-1960 as follows: H we leave aside the ephemeral
freedom period in 1908, it is in this period that the unions have, for the first
time, acquired a legal status. This does not mean, however, that the legalized
status alone was sufficient to enable the unions to exert a more effective
influence in the country. The denial of the basic labor rights to strike and to
collective bargaining, interdiction to unions of all kinds of political activities,
and the relative backwardness and ignorance of the working classes all
prevented labor from asserting itself as a powerful pressure group.

From 1960 On: The Taking OffofTurkish Trade Unionism

The 1961 Constitution has brought about advanced democratic rights and
freedoms in many fields. It can safely be argued that in this group of new
rights and freedoms, no category has proved to be as important as the one
granted to labor. In fact, the new Constitution not only provides labor with
the basic rights to organize, to collective bargaining, and to strike, but it also
contains many provisions on work conditions, paid holidays, wage equity,
social security, etc. Especially after the passing oftwo laws based on the new
Constitution in 1963, namely Law 274 on Trade Unions and Law 275 on
Collective Bargaining, Strike and Lockout, the Turkish labor movement has
gathered an unprecedented momentum. The year 1963 has, therefore, marked
the beginning of true trade unionism in Turkey.

It is evident, however, that a labor movement cannot be brought into
existence merely by means of a new constitution or legal reforms. Here the
determining factor should be sought in the transformation of socioeconomic
structures. It is only in the late 1960s that Turkey entered into the process of
structural changes which, coupled with the above-mentioned legal measures,
began to give unionism its proper meaning and place in Turkish society.



384 Maksut Mumcuoglu

Today, even the most skeptical observers do concede that trade unionism has
become a force to be reckoned with in Turkey. It is almost certain that the
unions will further increase their social, political, and economic power as
social change goes on.

Political Activities·of Trade Unions in Turkey

The Multiplicity ofUnions

To present an accurate analysis of the political activities undertaken by
trade unions in today's Turkey, we need to know the specific conditions
actually besetting the labor movement in the country. It must be stressed to
begin with that the Turkish labor movement does not constitute a homogen
eous entity insofar as political behavior is concerned. At present, the two
major labor confederations, namely the TURK-iS and DiSK, radically differ
from each other both in their conception oftrade ul1;onism and their approach
to politics. The two other labor organizations which have emerged in recent
years as confederations on much smaller scales, namely MisK and HAK
is, strongly dissent from the above-mentioned bilt confederations. Therefore,

TABLE 12.2
Number ofLabor Unions and Members: 1963-197SD

Year

1963
1964
1965
1966
1967b

1968
1969
1970
1971
1972
1973
1974
1975

Number ofUnions

565
595
668
704
798
755
797
737
631
642
637
675
781

Number ofMembers

295,710
338,769
360,285

.374,058
834,680

1,057,928
1,193,908
2,088,215
2,362,787
2,672,857
2,658,393
2,878,624
3,328,633

Source: Ministry of Labor, Journal ofLabor 1 (1977): 104.
DThe figures in this table are based on reports submitted by the unions to the Ministry of

Labor. As officially stated by the Ministry of Labor, these figures do not necessarily reflect the
actual facts. Due to union rivalry, unions submit inflated figures to exaggerate their numerical
strength. Another thing which inflates these figures is the law which states that a union with a
certain number of members is authorized to conduct collective bargaining proceedings. To
overcome this problem, the courts recently ordered a referendum among workers to determine
their authorized unions.

bBetween 1963 and 1967 the figures submitted by the unions have officially been accepted
as accurate and have been used as factual figures by the SPO.
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Turkish trade unionism displays neither the unity nor the homogeneity en
joyed by so~e other labor movements, represented, for example, by the
AFL-CIO in the United States, the TUC in the United Kingdom, and the
DGB in the Federal Republic of Germany. Thus, when examining political
activities of the unions in Turkey, one has to bear in mind these splits. In fact,
according to the latest available data, Turkey currently has 4 labor confeder
ations, 16 federations, and 781 unions (of which 313 are national and 468
regional). H we take into account the fact that only about 2 million people in
the total labor force are actually unionized, then we can conveniently speak
of a "union inflation" (see Tables 12.2, 12.3, and 12.4).

Although the Turkish legislation is highly liberal as to the establishment of
labor bodies, it is rather restrictive when it comes to their involvement in
politics. Article 16 of the trade unions law bluntly declares under the heading
of "Prohibited Political Activities" that "Professional bodies formed under
this Law are prohibited from granting or receiving any pecuniary assistance
in··any form to or from any political party or associat~d bodies thereof, and
also from making up a part of any political party's structure; establishing a

TABLE 12.3
Employment by Major Sectors: 1962-1976 (15-64 Age, Male-Female, 000'$)

Sector 1962 % 1967 % 1972 % 1976 %

Agriculture 9.220 77 9.070 71 8.770 65 8.680 59
Nonagriculture 2.775 23 3.665 29 4.710 35 5.936 41
Total employment 11.995 100 12.735 100 13.480 100 14.621 100

Source: For 1962, 1967, and 1972 data: Ankara: State Planning Organization
(SPO), "Third Five Year Development Plan," Publication No. 1272, p. 78, Table
63. For 1976 data: SPO, "1977 Annual Program, Publication No. 1604, p. 320,
Table 220.

TABLE 12.4
Employment by Sector (15-64 Age, Male-Female, %)

Sector 1973 1974 1975 1976

Agriculture 63.4 62.2 60.9 59.4
Industry 11.7 12.0 12.3 12.6
Construction 3.5 3.6 3.8 4.0
Commerce 4.8 5.0 5.1 5.3
Transportation 3.5 3.8 4.2 4.5
Services 13.0 13.4 13.7 14.1
Total 100.0 100.0 100.0 100.0

Source: Ankara: SPO, "1977 Annual Program," Publication No. 1604, p. 322,
Table 222.
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professional organization under the name of any political party is also
prohibited." Thus, the law not only strictly prohibits the establishment of
organic links between the unions and political parties, but it also leaves no
scope for any mutual assistance in financial matters.

Since political parties are the main focuses ofpolitical activity in contem
porary pluralist regimes, it is possible to argue that the provision in question
has substantially limited the political sphere in which unions might get
involved in politics. However, there is a marked difference in this respect
between the present trade unions law and that of 1947 in that the former,
unlike the latter, does not prohibit across the board all kinds of political
activities. In fact, the above-quoted article of the present law does not say
anything that precludes the unions from working as pressure groups or even
from supporting any political party in elections. In this connection, it should
also be borne in mind that legal provisions that fail to keep pace with the
dynamics of social change are bound to become obsolete and hence unen
forceable. Today we face a similar situation in Turkey: the article listing
"prohibited political activities" reflects the circumstances of the year 1963
when the trade unions law was passed and therefore does not easily conform
to the conditions prevailing in the 1970s. For example, just before the 1965
general elections, TURK-iS drew up a "blacklist" to prevent the reelection of
ten MPs from various parties who had allegedly taken antilabor attitudes.
Based upon this, the public prosecution ordered the search of the TURK-iS
headquarters, which resulted in the confiscation of propaganda leaflets found
therein.7 As this example indicates, in the mid-1960s even some typical
pressure-group actions could be regarded as falling within the category of
prohibited political activities. Today, let alone such ordinary pressure-group
actions, even the literally "political" activities of the unions on a much more
advanced level (such as stoppages of work, general strikes, boycotts, etc.)
leave both the government and the judiciary motionless, as will be spelled out
below.

We may now proceed to examine the two main centers of Turkish trade
unionism, namely the TURK-iS and DiSK. Our scrutiny here will focus on
comparisons between these two bodies' behavior in the field of political
activities, their perception of political phenomena, and the policies they
advocate to affect income distribution in the country.

The Turkish Trade Unions Confederation (TURK-iS)

Established on July 31, 1952, the Turkish Trade Unions Confederation
(hereinafter called TURK-iS only) is the first upper-level labor organization
in the country. According to the latest data, it is made up of 34 national
unions and federations. A survey commissioned by the TURK-iS itself at the
end of 1975 found the number of its members to be around 1,350,000. With
this membership the TURK-iS allegedly represents 85 percent of all union
ized workers in the country.s The TURK-iS remained as the only nationwide
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labor body of the country until 1967. In a way, it has served as a school of
trade unionism where most of the Turkish labor leaders were educated.

American influence, exercised mainly through the Agency for Interna
tional Development (AID) and the International Confederation of Free
Trade Unions (lCFTU), has been quite strong in the development of the
TURK-iS. This involved not only technical and educational assistance but
also substantial amounts of financial aid.9 In the view of many observers,
such influence has been instrumental in promoting the concept of "job
unionism" within the TURK-iS.

Article 3 of the TURK-iS statute entitled "Purposes" sets out the general
framework to be observed by the TURK-iS not only in political but in all
activities of the confederation. It provides that "TURK-iS considers it to be
its basic purpose, while adhering to the conception of national, democratic,
secular, social rule of law based on human rights, Atatiirk's principles, and
the 1961 Constitution, to fight against communism, fascism, conservatism,
poverty, illiteracy, and misery, and to strive for the protection of democratic
rule, for the achievement of social justice, and for the attainment ofcontemp
orary level of civilization."lo As it seems, this provision embodies important
guidelines for the political activities to be undertaken by the TORK-tS. First,
such activities will be carried out within the framework of the democratic rule
provided for by the Constitution. Second, and more important, the TURK-iS
explicitly declares its opposition to communism, fascism, and conservatism.
From these guidelines it is not very difficult to draw the conclusion that the
TURK-iS has recognized the existing sociopolitical order as its starting
point.

In this connection, the so-called "Twenty-four Principles Document" is
more revealing. These twenty-four principles, of which twenty-three were
approved by the Seventh TURK-iS Convention held in 1968 and the
remaining one by the Eighth convention convened two years later, resemble a
political party program in content. Due to their importance, they have also
been inserted into the TURK-iS Statute and thus have gained the strength of
a binding legal document for the TURK-tS community. These principles can
be summarized insofar as they are relevant·to our topic as follows:

1. The TURK-iS deems it necessary that Turkey achieve a rapid, balanced, and
equitable development and that workers take their part in it; it concerns itself
closely with all the problems besetting the country at large.
2. The TURK-iS regards its obligation to achieve the realization, as soon as
possible t of the socioeconomic order envisaged by the Constitution and to exert
influence on allpoliticalparties whether they be in office or in opposition.
3. The TURK-iS fights with all its force against unconstitutional and undemo
cratic currents.
4. The TURK-iS opposes the deepening of social class inequalities as well as
class struggles. It favors the pursuance of policies designed to achieve balance,
peace t and harmony among social classes.
5. The TORK.-iSwill endeavor to secure the application of the labor and social
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security laws to the fanning workers in particular and all working men in general.

6. The TURK-iS is convinced that reforms are badly needed in the fields of
education, health, housing, taxation, and cooperatives, in the foreign trade regime,
in the exploitation ofoil and mineral resources, and in the control mechanisms over
private sector and foreign capital and that it is the duty of the TORK-t~ to expend
efforts for their realization.

As these principles seem to confirm, the, TURK-iS has not confined its
political deeds to the specific problems of labor only. In fact, it takes interest
in and a position on all the issues of public life, starting with the preservation
of democracy in Turkey.

What are, then, the political ways and means to be used by the TURK-iS
in tackling of all these problems? Admittedly, they could only be tackled, and
perhaps solved, by a political party in ·power. But, pursuant to a resolution
adopted by the Fifth Convention in 1964, the TURK-tS is obliged "to remain
absolutely independent vis-a-vis political parties and associated bodies
thereof, and to pursue an above-party policy." This resolution, coupled with
the above-mentioned prohibition imposed by the trade unions law on the
establishment of organic links with political bodies, has thus left the TURK
is with the only alternative of acting as a pressure group in politics. Let us
emphasize once again, however, that the attainment of the targets spelled out
in the twenty-four principles goes much beyond the dimensions and capaci
ties of a pressure group, however well organized and powerful it may be.

The "above-party policy," which seems reasonable and useful at fll'st
sight for an independent unionism, has over time given big headaches to the
TURK-iS and has pushed it into an awkward predicament. In my opinion,
the problem has stemmed from a misunderstanding or, more precisely, a
misinterpretation. In the minds ofthe TORK-iS executives, independence or
above-party policy meant "refraining from supporting any political party at
elections." In this view, cooperation with a political party at elections would
set back the rapid development of the labor movement and would even
jeopardize hitherto acquired labor rights. ll

The policy which has been followed by the TURK-iS along these lines
since 1964 up to now (the 1977 election~ were an exception) has aroused the
bitter criticism that the TURK-iS is a loyal follower of American-type trade
unionism. However, those who have criticized the TURK-iS on this ground
seem to have missed the point that although not being in organic relations
with political parties, the American trade unions have nevertheless supported
the Democratic Party in most presidential and congressional elections held
since 1936. What the American experiment seems to contradict in particular
is the contention that supporting apolitical party at elections entails the loss
of union independence.

Why, then, should the TURK-iS still insist on following this supraparty
line while concerning itself in all the major problems of the country insofar as
prescribing solutions to them?

In my view, the origins of the above-party policy should be sought in the
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ever-heterogeneous structure of the TURK-iS. In fact, when the TURK-iS
was founded in 1952, it embraced trade unionists belonging to the two major
political parties of the time, namely the Democratic Party and the Republi
can People's Party. In the 1952-1960 period, when unions carried little
political weight, such structural dichotomy helped the TURK-iS to tide itself
over during political turmoils. In fact, when the ruling DP resorted to certain
antidemocratic measures in the late 1950s, the TURK-iS quickly replaced
its executives belonging to the opposition by the ones standing for the DP.12
Following the May 27, 1960, military coup the opposite course was taken;
this time union executives from the RPP replaced their colleagues from the
ousted DP.

In short, in this initial period the TURK-iS, being well aware of its lack of
political influence, found it expedient, for the sake of the interests it repre
sents, to bend before political winds. But as pointed out above, with the
emergence of labor's weight in the society in the 1960s, the above-party
policy became less defensible. Yet, the TURK-iS executives chose to
maintain the old policy. It was no wonder that in the 1960s the executives
belonging to the two major parties (namely the RPP, on the one hand, and the
Justice Party, which replaced the DP after the May 27, 1960, coup, on the
other) went on jointly sitting in the TURK-iS management room. This happy
state of affairs came to an end, however, when certain rapid transformations
began to take place starting from the second half of the decade both in the
country and in the labor movement.

In this connection, the establishment of the Turkish Labor Party (TLP)
deserves to be mentioned as a significant development which, with other
reasons, must have urged the TURK-iS executives to make the above-party
policy a statutory rule. The TLP was formed in 1961 by twelve men who
were all unionists and mostly TURK-iS executives. The party was con
ceived as a reaction to other political parties that used to overlook labor's
problems. At the beginning it aimed at an independent representation of labor
in Parliament.13 But, upon the opposition from the great majority of the
TURK-iS executives, it decided to establish links with socialist intellectuals
in the hope ofgiving the party new blood. The eventual marriage with socialist
intellectuals gave birth in 1962 to a new TLP program and statute highly
inspired by scientific socialism.

The new statute stipulated that one-half of the Party Executive Commit
tee would be made up of workers and the other half of intellectuals. The
unionists who had originally established the TLP were again elected to the
Executive Committee. Some of these unionists were also sitting in the
Administrative Committee of the TURK-iS. (The latter group, which consis
ted of Kemal To.rkler, Rlza Kuas, MehmetAlpdo.ndar, Kemal Nebioglu, and
Ibrahim Go.uzelce, was later to found DiSK.) In spite of this mixture, the
new TLP leadership did not hesitate to condemn the general TURK-iS line of
policy as clashing with the interests of the country and working classes. As a
Marxist party it naturally paid great attention to the teachings ofthe standard
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theory. It believed, for instance, that only the working class had the force to
usher the community into real democracy and that "by setting up its own
party, it had actually proven to be the pioneer of democracy."14 But, as
mentioned above, the majority of the TURK-l$ executives were altogether
unfamiliar with this kind of thinking. Owing to the history of long-standing
repressions exercised over all currents of left-wing thought, these executives
were extremely wary and frequently critical of the TLP. The latter, in its
tum, did not refrain from directing its most stem accusations at the TURK
1$. It particularly argued that the working class was being prevented from
developing its own political consciousness by certain yellow-dog union
leaders under the control of domestic and foreign capitalists as well as by the
influence of American unions over their Turkish counterparts. Itwas obvious
that such accusations were directed at the TURK-i$.

After the establishment of the DiSK at the beginning of 1967 by a group
of TLP unionists who broke with the TURK-i$, the leadership of the latter,
while sticking to the above-party policy, felt the need to set more dynamic
targets for its general policy. The twenty-four principles already mentioned
were adopted with the intention ofproving that the TURK-iS was not at all
indifferent to the problems faced by the country.

The criticism relating to the political attitudes of the TURK-iS continued
also after the establishment of the DiSK. Especially the changes in attitude
and leadership that took place in the RPP after 1965 seriously affected the
leaders ofmany unions associated with the TURK-i$. With its new ideology
first baptized as "left of center" and then labeled as "democratic left," the
RPP offered attractive proposals to labor as a whole (see Chapter 3). In this
period, the party overtly turned toward the unions for they represented the
best-organized and thus the most convenient section ofthe working class with
which to establish organic relations. The leader of the new movement in
RPP, Biilent Ecevit, discoursing on all occasions on the roles that workers
and unions would be called upon to play in the proposed social and economic
order, invited the TURK-i$ to cooperate with the RPP. He also made it clear
that he regarded the above-party policy of this confederation as a factor
undermining the strength of labor. The social and economic order outlined in
the twenty-four principles could only be achieved, Ecevit maintained, by
governments, not by a workers' confederation such as the TURK-i$. Ecevit
reiterated his views on the subject in a speech he delivered at the Eighth
TORK-i$ Convention held in 1970 as follows:

Why has the democratic labor movement in Turkey, despite its enonnous
strength, so far failed to gain sufficient influence [as a pressure group] by
following this line [of above-party policy]? I think that the time has come for us
to open-heartedly explore its reasons. TURK-iS has been pursuing an above
party policy. No one can say anything to that. But, to extent that this attitude is
pursued in absolute impartiality and the unions refrain from boldly and effect
ively attacking political practices that tend to repress and impoverish the people
while maintaining social injustices, then they [the unions] will not be able to
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duly contribute to the achievement of the social and economic order they
cherish.ls

The RPP's abstract cooperation calls directed at the TURK-iS for the
first time in 1970 have since. increasingly turned into more clear-cut and
concrete proposals. For instance, Mr. Ecevit, who addressed the latest
TURK-iS convention held on April 12, 1976-incidentally, these conven
tions are usually considered to be the best forum for political party represen
tatives to express their views on the issues relating to unions and workers
offered the following proposals to the TURK-iS:

1. To take part effectively in the party (Le., the RPP) organization, starting from
such initial stages of democratic process as delegate nominations and primary
elections
2. To advise the government, once the party takes office, on all important social,
economic, and political issues and decisions in a mutual spirit of solidarity
3. To ensure growing participation ofworkers in govemment,16

The roles to be played by workers and unions in the new democratic leftist
order proposed by the RPP were further clarified in the new party program
approved by the Twenty-third Party Convention convened at the end of
1976. This program has once again asserted in its section on "the Rights and
Effectiveness of Working People" that "workers are forerunners of the
people's union and power" and that "they will take the lead of the working
people. "17

It is true that these structural and ideological transfonnations which have
been taking place in the RPP since the mid-1960s have also affected certain
unions associated with the TURK-tS. As an indication, we can mention the
report drawn up by four union presidents and submitted to the TURK-iS
Administrative Committee meetings held on January 14-18, 1971. This
report severely criticized the general line of policy, including the above-party
attitude, followed by the TURK-iS. In summary, this report, which is usually
referred to as the "Report of the Four," charged that the TURK-iS had been
pursuing a policy running counter to the 24 principles, because it had lost its
efficacy under a liberal-capitalist government. The "four" also put forward a
series of proposals to remedy this situation. Among these proposals, the
relevant ones can be summarized as follows:

1. The TURK-iS should give up the above-party policy and unite around a more
valid political ideology.
2. The specific circumstances of Turkey and Turkish unionism call for an
ideological approach outside capitalism and Marxism. Therefore, a Turkish-brand
social democratic ideology should be elaborated, and the TURK-iS should
concentrate its efforts on its realization.
3. It has been clearly understood that the struggles conducted only at the union
level do not bring any success. This implies that, to be successful, cooperation with
a political party of social democratic character is necessary. Since the RPP is the
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only such political organization in Turkey, possibilities of cooperation with it
should be explored.18

These views expressed by the "four" quickly gained ground in the TURK
is, with eight national unions and federations deciding to support them.
Thereafter, it became customary to speak of the "twelve" whenever refer
ence is made to the social democrats in the TURK-iS. The "twelve" have
prescribed the following political strategy for the attainment of the "social
democratic order" they have in mind: "Like all other social forces, the
Turkish Labor movement is also entitled to become, or to take a share in,
political power. To make use of this opportunity, from now on we must aim at
widening the horizon ofour endeavours to become, in co-operation with other
working people of our society, a major political force. "19

It follows from this statement that the "twelve," in contrast with the
established TURK-j~ attitude of influencing the power from without, wish to
become themselves the political power or, failing this, to have a share in it. In
other words, they claim that the social and economic order envisaged in the
twenty-four principles cannot be achieved by merely pursuing a pressure
group policy. It is clear, therefore, that there is a close resemblance-and
even identity-between the ideologies of the "twelve" and the RPP. This
resemblance may largely be ascribed to the fact that certain union executives
belonging to the "twelve" also belong to the RPP either as MPs or as party
executives.

In spite of all these developments, neither the RPP nor the "twelve" have
succeeded in making the TURK-iS change its above-party policy. This result
may seem odd in the atmosphere of the 1970s where the nation in general and
labor in particular have increasingly tended toward the left. Such persistence
on the part of the TURK-iS leadership can be accounted for on the following
grounds.:

1. As Lipset concluded a long time ago, business unionism wants to protect itself
against J?ossible reactions from the outside world.20 Hence, it is not easy for the
TDRK.-I~, which still houses a great many executives with a "business-unionism"
background, to shift to political unionism.

2. The unions associated with the TDRK.-i~, for the most part being organized in
the public sector, want to get on well with the political power. Thus, it is partly
because the right-wing parties have been in office for a long time in Turkey that the
TDRK.-i~ finds it difficult to change its present policy. For example, in his address
to·the 10th convention during which the above-party policy was heavily debated,
the then Prime Minister Mr. Stileyman Demirel plainly made it known that the
TDRK.-i~ would have been taking a stance against other parties if it decided to
support one particular political party-by which he doubtless implied the RPP.21

3. As Lipset observed again, in large-scale institutions leaders enjoy many
advantages over their opponents, because the organizational bureaucracy, finan
cial resources, and internal communication are all at the disposal of the execu
tives.22 This observation applies also to the TDRK.-i~ where the social democratic
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opposition, lacking brilliant leaders, has failed to achieve any success at the
conventions of the confederation.

The last, but not least, important factor seems to be the absence of a
political struggle tradition in Turkish unionism. As Huntington correctly
points out, in developing countries it is the political decrees from the top,
rather than political fight and struggle from the bottom, that breed the unions.
In these countries unionized workers constitute a "privileged class" as
compared with the large masses of villagers and, naturally, with the unem
ployed.23 This we can also observe in Turkey where unionized workers are
better off than most civil servants (who, by law, have no right to organize in
unions) and the unorganized villagers. Under the circumstances, most union
executives regard it as useless, and even dangerous, to engage in a political
fight which will involve the whole community.

To summarize, the TURK-iS is experiencing a serious crisis at present.
Its conservative right wing and its social democratic left wing strive to pull
the TURK-iS in opposite directions. But the TURK-iS remains immobile in
the midst of these opposing forces.

The Confederation ofRevolutionary Workers' Union (DiSK)

The DtSK, which was established on February 12, 1967 by five unions of
which some had hitherto been associated with the TURK-iS, is the product
of a politicoideological dispute. After reentering into political life with a new
program and staff on the basis of scientific socialism in 1963, the TLP, like
any other socialist party, sought to establish organic links with labor. But
when the adoption of the principle of above-party policy in 1964 altogether
ruled out the possibility of such cooperation, this deprived the TLP of the
union support it had originally counted upon. As might be expected, the
adoption of the above-party policy by the TURK-IS led to a rapid deteriora
tion in the relations between this confederation and the TLP. But things went
from bad to worse, and the deterioration turned into open confrontation after
the victory won by the liberal-conservative Justice Party at the 1965 elec
tions. In this period, the TURK-iS executives even reported the TLP to the
public prosecutor for supporting illegal strikes.

Since certain unionist members of the TLP's Executive Committee were
at the same time the members of the TURK-tS Management Committee, it
was feared that the tensions between the two bodies would cause a split. A
strike that occurred at just such an awkward moment-thereafter usually
referred to as "the strike at Pa§abah~e"24-is generally believed to have
speeded up the break with the TURK-tS. In tune with the employer, the
TURK-iS declared the strike illegal before any court ruling to this effect.
This provoked great indignation. But the last straw came when the TURK
is, despite the protests of the workers on strike, signed a protocol with the
employers' confederation to end the strike. Refusing outright to comply with
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this protocol, the workers went on with their strike with the support ofmany
other unions including the ones associated with TURK-iS. With the temp
orary dismissal of the latter group ofunions from the TURK-iS membership,
the atmosphere became all the more conducive to the emergence of the
DisK.:u Coming into existence in 1967 as the second labor confederation of
Turkey, DisK has had a considerable impact on union activities and the
political affairs of the country. Although the number of union members is not
accurately known in Turkey, it is certain that the DisK is second only to the
TURK-iS in terms of membership, and it has played a role in the union and
political affairs of the country far more active and effective given the number
of its members. The reasons of its effectiveness can be summarized as
follows:

1. The DiSK has adopted principles with a greater appeal to the urbanized
working classes with increasingly radical tendencies. In other words, in contrast
with the TURK-iS, which has always placed emphasis on the professional issues
ofunionism, the DiSK starts from the basic premise that professional and political
activities make up a whole.
2. Contrary to the TURK-iS, which has always respected and even defended the
institutions and rules of the existing social order, the DiSK has engaged in a fight
with them from the very beginning of its existence.
3. The DiSK has, from its inception, based its activities on the class struggle,
whereas the TURK-iS has striven to promote national consciousness.
4. Unlike the TURK..iS, which is relatively well organized in the public sector,
the DiSK has chosen the private sector as its target. This, in turn, has helped to
enhance the DiSK's image as the proper representative of labor in the class
struggle.
S. The DiSK has conducted a rapid and successful membership campaign in
such advanced branches ofthe private industry as the automotive, metal hardware,
and consumer durables industries. This has rallied politically the most enlightened
workers around the DiSK.
6. Whereas TURK-iS has continuously accused the DiSK of being a commu
nist labor body, the latter has followed a strategy of identifying its rival with the
defective aspects of the existing system. This strategy has proved especially
effective insofar as the workers living within the Istanbul-Kocaeli-Bursa triangle
are concerned.

Before ending this discussion on the general policy features of the DiSK,
let us fmally point out that this confederation has not followed the same
political strategy since 1967. From that year until the closing down of the
TLP in 1971 under the martial law, the DiSK remained under the ideological
supremacy of the TLP, which we may call the "radical period." After the
closure of the TLP and the seizure of the RPP's leadership by social
democrats, the DiSK began to support the RPP. However, the relations
between the RPP and the DiSK have never been as good as were those
between the latter and the TLP. In other words, with its social democratic
philosophy, the RPP has never been able to impose an ideological discipline
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upon the DisK. But it is true that the rapprochement between the two bodies
has nevertheless affected the DisK, with its radicalism somewhat giving way
to moderation. We may thus speak of a "moderation period" to denote the
era starting from 1973 in the history of this confederation.

The Radical Period (1967-1971)

The general policy to be pursued by the DisK was spelled out in the
declaration of foundation, which stated that"... by constantly singing a tune
called above-party policy, TURK-iS has actually served the interests of the
political parties in office and striven to avoid the representation ofthe labor in
Parliament as clearly the most important factor or production in the coun
try....26 It is apparent from this quote that, by denouncing the above-party
policy,the DisK has aimed, from the very beginning, at securing labor a place
in the government of the country. The political role of labor was also stressed
in more concrete terms elsewhere in the same declaration: "In the light ofour
own history and on the basis of the experience of struggle acquired by
workingmen allover the world, we hereby declare our firm conviction that
social justice can only be achieved with the recognition of the labor's right to
have a say at all levels of the country's government and therefore with the
proper application of the democracy. "27

Hence, to secure "the recognition of the labor's right to have a say at all
levels of the country's government" seems to be the essence of the DiSK's
political philosophy. As a matter of fact, in democracies based on universal
suffrage, labor has a say in the administration of the country in much the
same fashion as other social classes. It also takes part in government both by
casting its vote at the elections and by affecting it in various ways. But such a
"limited" participation is not acceptable to the DiSK; it claims more than
that and wishes to promote labor to the status of a "decision-maker" factor in
the government.

This general policy line was also outlined in the "Basic Principle" section
of the DiSK statute. In fact, paragraph (e) ofArticle 3 reads as follows: "It is
not possible to gain the rights ofthe labor throqgh economic struggle only. To
achieve this, the labor, by using its democratic rights provided for in the
Constitution, should also engage in political battle. This battle, by rendering
the labor fully conscious of its own existence, will put an end to the
exploitation of men by men. "28

That such ambitious targets cannot be achieved by trade unions alone is
quite obvious. In other words, political struggle has to be conducted under the
leadership of a political party. The DiSK supplies the following view on the
subject:

Notwithstanding the truth that labor movements and politics are intermingled
allover the world, the TURK-iS executives, by launching the highly imaginary
slogan of above-party policy, have beguiled the Turkish labor. Being fully
aware of this situation, the DiSK community has defended the view that the
unionists of the backwarded Turkey, by invoking the principles ofour advanced
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Constitution, should at all costs get involved in politics, assume responsibilities
in their own party, and struggle for its coming to power.29

In confirmation of this view, the DisK extended its all-out support to the
TLP at the first general elections (those of 1969) following its foundation.
Moreover, at these elections most DisK executives ran for Parliament on the
TLP lists, but the result was not encouraging, since only one among them
(RIza Kuas) was elected. The emergence of different factions within the TLP
upon its failure at these elections (with only two seats won) also affected the
DtSK in which one group began to defend the attainment of socialism
through multiparty democratic process, while another suggested the use of
more revolutionary weapons in the struggle.30

Actually, in the 1967-1971 period, the DiSK resorted to all sorts of
instruments of political struggle such as the boycott, factory occupation, go
slow, sit-in, etc. As might be expected, these labor actions created wide
spread echoes in public opinion. In this period, most of the DtSK-induced
actions ended in with open clashes with the police in which many people were
either killed or injured on both sides. The DtSK has ascribed these clashes
mainly to the rallying of rapidly awakening labor around its organization by
breaking out of the vicious circle of the "class-reconciling yellow-dog union
ism" represented by the TURK-tS. In their tum, the government and the
TURK-iS have always condemned these actions as communist provocations
subversive to the democratic regime.

To summarize, at the beginning of· the 1970s there were two labor
confederations in Turkey that markedly differed from each other in their
approach to politics. One of them (the TORK-tS) favored "business union
ism," whereas the other (the DtSK) championed "class-unionism" as the
basis ofpolitical as well as professional action.

The Moderate Period (from 1973 on)

Our acceptance of the year 1973 as the beginning of this period is directly
attributable to the sociopolitical importance of the period 1971-1973. On
March 12, 1971, a memorandum signed by the Turkish military chiefofstaff
and the three armed forces commanders led to the suspension of the normal
democratic regime and its replacement by a semimilitary rule. In this
memorandum, the Parliamentary government, by yielding to the command
ers' desires, submitted its resignation. But Parliament and political parties
survived the shock. Then an "above-party" interim government took over to
proclaim martial law on the pretext of "preventing anarchy" in nine major
cities accommodating almost 90 percent ofthe Turkish industrial work force.
The martial law commands, in their tum, went beyond just taking measures
to restore law and order and banned all union activities (such as strikes,
boycotts, resistances, demonstrations, etc.) in their respective regions. These
were obviously most unfavorable conditions for a politically biased labor
body like the DiSK. While not touching this confederation, the martial law
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closed its ideological powerhouse, the TLP. It thereby showed its de
termination to confine the radical labor movement to professional issues
only.

The March 12 period inevitably affected the general policy of the DISK.
First and foremost, it had to hammer out a new strategy upon the liquidation
of the "socialist wing" within the leftist movement in the country.

Urged by the need for a new strategy, the DisK decided, on the eve ofthe
1973 elections, to support the RPP, which it found to be the (second) closest

. political party to its ideology. This decision, which was in sharp contrast with
the DtSK's accusations directed at the RPP during the 1969 elections, was
clearly the best indication of the strategic change within this labor body. It
should be pointed out, however, that the change of strategy within the RPP
has also affected, and to a large extent facilitated, the selection of this party
as the DiSK's election partner.

Notwithstanding this choice, in this period of moderation, the DtSK has
~ot renounced the principles of political trade unionism upon which its
existence is based. It still maintains its allegiance to the belief that unions
contenting themselves with only economic struggle are the ones indulging in
"class-reconciliation" extravagance. Economic struggle may restrict exploi
tation to some extent, it concedes, but it creates a working class irrevocably
tied up with the existing social order. The final purpose of the revolutionary
labor movement is to abolish exploitation. This in tum necessitates poli~ical

struggle. Consequently, the DiSK emphasizes, the revolutionary unions
cannot afford the luxury of remaining unpolitical.

Furthermore, the DtSK has not given up its belief that political battle
should primarily be fought by labor's own political organization. The official
DtSK view on the topic runs as follows: "Democratic unions established on
the basis of class differences are not the only weapons labor can use in
waging its political struggle for the economic and social salvation of working
people. The basic organization of this struggle which is increasingly gaining
strength in all capitalist countries has been the labor's own political party that
unites the desires of all suppressed people with the aspirations and objectives
of the labor. . .."31

Thus, we can conclude that the DtSK has been basically faithful to the
political struggle theory of socialist trade unionism. But, as we have seen
above, the political circumstances of the "March 12 period" have forced it
into political solidarity with the RPP, which is by no means labor's own
political organization.

Despite ideological differences, the DtSK-RPP cooperation has affected
the former's policy and strength in many ways. To begin with, such coopera
tion has compelled the DiSK to conduct its struggle within the framework of
the existing rules and institutions of law. In other words, the tough line of
action which often gave rise to bloody clashes in the 1967-1971 period
seems to have given way to more subdued attitudes. Second, the recognition
of the DiSK by business, albeit unwillingly, as a legal labor body can also be
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ascribed to its cooperation with the RPP. Third, a large number of workers
have registered with the DiSK-controlled unions simply because the DisK
has offered its support to the RPP. This has, in tum, increased the DiSK's
efficiency as a large, democratic labor body apparently preferring legal ways
of action to the radical hard-line policy it had once pursued.

In addition to its effects upon the DisK's policy, the DiSK-RPP coopera
tion has also affected th~ political affairs ofthe country at large. For instance,
the RPP has scoredremarkable victories in the country's largest constituency,
that is, Istanbul and its periphery, in the 1973 general, 1973 local government
(municipalities and city councils), 1975 Senate, and finally 1977 general
elections successively (see Chapter 9, Table 9.25). Admittedly, the support
extended by the DiSK to the RPP has not been the only factor behind the
dramatic increase in the share of the votes cast for this party. But it has
undeniably played a part in shifting the electorate in RPP's favor in many
quarters heavily populated by workers such as Barlarkoy, Eyiip, Gazios
manpa~a, Zeytinbumu, Kartal, etc., where this party hitherto used to poll
very poorly.

Moreover, the DiSK has not confmed its support to soliciting labor to
vote for the RPP. In addition, the election committees set up by the DiSK
have taken part in this party's election campaigns at all levels. It is also
believed that the DiSK has been transferring funds to its partner in violation
of the trade unions law that strictly bans all such f'mancial support. The
DiSK support has also materialized in the form of its election committees
standing by the polling station until the counting of the votes is over on
election days.

As might be expected, this cooperation on the left has persistently been
attacked by the right-wing parties as well as by the conservative faction
within the TORK.-iS. Especially during the last election campaign they
accused the RPP of"moving into the orbit of such subversive and communist
organizations as DiSK."

Such attacks from the right provide an explanation for the DiSK support
given the nonsocialist RPP. The DiSK apparently reasons that, for the
achievement of socialism under the circumstances prevailing in Turkey,
democratic freedoms need to be expanded f'Irst of all. Thus, the term "social
progress" included in the above-mentioned DiSK slogan points to a neces
sary stage in the process. Fearing that "social progress" may notbe reached by
means oftiny socialist parties, the DiSK has chosen to support the RPP, which
it considers to be the most democratic party among its counterparts.

At this point, the following question inevitably comes to mind: What
would be the likely direction ofthe DiSK-RPP relations in the event the RPP
removes legal prescriptions on communist organizations and propaganda?
Conceivably, this may put an end to the relations between the DiSK and the
RPP, for then the working class will be free to set up its own political party
into which the DiSK will integrate itself in pursuance of its socialist strategy.
It is equally likely that things may develop in the opposite direction, with the
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RPP bringing the DtSK under its ideological umbrella by purging its radical
elements.

We have so far considered the political activities of the Turkish unions
with special reference to the two major confederations. As mentioned above,
two more labor confederations came into existence over the last two years.
One of them, the Confederation of Nationalist Worker's Unions (MiSK), is
closely linked with the extreme right-wing Nationalist Movement Party
(NMP). Rejecting any "social-class" concept, the MtSK believes that the
cooperation among all sectors of the society, including workers, would serve
the best interests of the nation as a whole. According to this confederation,
the "state" should arbitrate between the employers and employees alike.
Severely criticizing the multiplicity of trade unions as clashing with the
interests of the workers, the MtSK maintains that labor should unite in a
"single" organization. Although such principles as the arbitration of the state
and the unity of organization may lead one to assume that this confederation
has drawn certain inspiration from fascist unionism, the MtSK takes pains to
make it clear that it is against fascism.

The other confederation, HAK-tS, is a labor body established under the
aegis of the Islamic-oriented National Salvation Party (NSP). In emulation
of the latter, the HAK-tS rejects the employers-employees distinction,
denouncing it as an "illness imported from the West." The employers and
employees, it contends, are "brethren" since they are part and parcel of the
same nation with converging rather than diverging interests. Along these
lines, the HAK-iS concludes that all issues, including wage settlements,
could be resolved within the framework of Islamic principles.

The Political Preferences of Workers

In Turkey, we lack detailed and up-to-date data that reveal the party
preferences of workers. The only reliable document available is a research
report prepared prior to the 1969 general elections for the National Assem
bly.32 This study was applied to 5000 workers that represented the workers'
mass of 780,000. According to this document, the worker's political prefer
ences are as listed in Table 12.5.

We also learn from this report that in the 1965 elections 50 percent of the
workers voted for the JP, 32 percent for the RPP, and 6.8 percent for the
TLP,33 It can be observed that the workers' defection from the JP began in
the 1969 elections.34

The important point for us is the role of the trade unions in determining
workers' political preferences. Unfortunately, in the research referred to
above, questions about preference have not been directed to the respondents.
Economic issues constitute the leading factor affecting workers' political
choices (prices, abundance, development): 27.2 percent. This is followed by
the "conviction that the party supported is superior to others": 26 percent.
"The party's interest in labor problems" is a determining factor for 13.6
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TABLE 12.5
Worker's Political Preferences

Justice Party (JP)
Republican People's Party (RPP)
Turkish Labor Party (TLP)
Nationalist Movement Party (NMP)
Other small parties
None

Total N = 5000

Industrial
Workers

(%)

'34
29
11
4
7

15

Agricultural
Workers

(%)

35
38

6
3
4

14

General
Mean
(%)

33.8
30.9
10.1
4.0 ;/

6.0
15.0

Source: K. BulutogIu, M. Goker, and A. N. Ko~. "t~~i1er Kime Neden Oy
Veriyor?" Milliyet (15 September 1969):

percent. Other factors (religion, environment and family) are negligible in
percentages.35

It can be observed impressionistically that the DiSK members vote
predominantly for left-wing parties, as opposed to TURK-iS members, who
divide their votes among different parties. Still, although not as overwhelm
ingly as in the case of the DiSK, the RPP also manages to obtain the highest
percentage of votes from the TURK-iS members.

The Income-Distribution Policies of Unions In Turkey

Income-Distribution Policy ofthe TURK-iS
The most important source in determining TURK-iS's policy of income

distribution is the confederation statute and the "Twenty-four principles"
that are cited in its preamble. All, or almost all, of the twenty-four principles
deal with problems that directly or indirectly concern income distribution. As
a general principle, the TURK-iS regards the issue of income distribution
within the limits of the existing social system and the constitutional order. In
other words, it does not believe that it is necessary to radically change the
existing order to improve income distribution.

The TURK-iS maintains that income distribution in Turkey is quite
inequitable and deteriorating. For instance, wage earners take only 18
percent of the GNP and pay 66 percent of the taxes, while industrialists,
merchants, and professionals, who receive a 42 percent share of the GNP,
pay only 37 percent of the total taxes. According to TURK-iS's fmdings,
mean per capita GNP climbed to 13,191 TL in 1975 from 8015 TL in 1973.
As for workers, this average moves up to 5760 TL from 801 TL in 1973.37

According to the TURK-iS, the most significant remedy for correcting
this obvious injustice is a reform in the taxation system. The TURK-iS
demands that tax reforms impose higher taxes for higher incomes, decrease
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indirect taxe~ that are a burden on the poor, and close the loopholes for tax
evasion.38

Other TURK-iS policies that can directly influence the distribution of
income can be summarized as follows:

1. Credits: The TURK-iS suggests radical changes in distribution of
credits. According to this, minor producers, small landholders, and other
lower-income groups should be given greater access to credit sources, and
interest rates should be lowered for them (Principle 13). Such credits should
also be made available to broadly based corporations.

2. Cooperatives: Small producers, peasants, and farmers should be able
to organize in cooperatives under the guidance of the state, and these
cooperatives must be given the opportunity to invest in industrial enterprises
(Principle 14).

The TURK-iS regards trade unions and cooperatives as "fraternal organ
izations" because the objectives ofboth are aimed at "raising the income and
life standards of their members." Therefore, a tight collaboration between
cooperatives and trade unions must be effected, and efforts must be made to
answer their members' needs for production tools and consumer goods as
well as housing. TheTORK-i~ maintains that the Scandinavian model must
be utilized as an example in establishing this collaboration.39

3. Foreign trade: The TURK-iS regards the current foreign trade regime
as a factor which affects income distribution adversely. Thus, the concentra
tion of international trade in the hands of the private sector results in the
exploitation of producers, unnecessary rises in prices of imported goods, and
the smuggling abroad of Turkish capital, causing great losses for the Turkish
economy.40

As a remedy, the state must handle its own imports and exports, and small
producers, peasants, and farmers must realize their exports and imports
through their own cooperative organizations.

4. National resources: National resources, particularly petroleum and
minerals, must be exploited essentially by the state, with the private sector
and foreign capital playing a secondary role (Principle 16).

In addition, the TURK-iS proposes other policy measures that will
indirectly improve income distribution. For example, agricultural and forestry
workers (in Turkey, these are predominantly temporary and seasonal em
ployees) must be protected through the enactment of special legislation and
must be provided with social security (Principle 7). A general health insur
ance should be created for all people (Principle 21). The educational system
must be reformed to establish justice in the society. For instance, children of
poor peasants must be provided free opportunities for professional education,
the capable children of low-income families must be supported by the state,
and workers must be provided with wider means of on-the-job training
(Principle 22). The state must contribute more extensively to "social hous
ing" projects (Principle 20).

In summary, the TURK-iS believes that the most efficient means to
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improve the distribution of income for workers is the collective bargaining
system, as long as it functions properly. But the TURK-iS also expects
important tasks of the state for amelioration of income distribution. Some of
these require a fuller and a more effective exercise of classical functions of
the state, such as an efficient taxation system, equality of opportunity in
education, and improvement of health services. Also the TURK-iS urges a
more extensive intervention of the state into economic life, as a trader and a
manager. It is thus expected that profits aimed at the private sector can be
more equally distributed among low-income groups. Yet it must not be
inferred from this that the confederation is seeking a socialist model. As
mentioned above, the TURK-iS adopts a "social welfare state" as its ideal
with social justice in the foreground.

Income-Distribution Policyofthe DiSK

The income-distribution policy of the DiSK is not as elaborate as that of
the TURK-iS. This does not mean, however, that the DiSK somehow
ignores or overlooks income distribution. On the contrary, this confederation
attaches at least as much attention to the problem as the TURK-iS does. But
it believes that its solution should be sought, as those of many other major
problems, in another socioeconomic model, namely socialism.

The DiSK argues that it is almost impossible to achieve a more equitable
income distribution through a series of pseudoreforms (such as the tax
reform) incorporated in the "social-state" concept. Hence, it anticipates no
improvement in income distribution as long as the surplus value created by
labor is seized by the capitalists who own the means of production.

"Dominant social classes and strata compete among themselves for
sharing this surplus-value which makes up the largest portion of national
income: a large part of it goes to the industrialists, land owners, merchants
etc...."41 In such a system, the DiSK contends it would be futile to expect
redistribution. "This is because in a capitalist society taxes usually cut into
workers' consumption while the bourgeoisie can pay them out of their
savings. For working classes, curtailed consumption means, in most cases, a
cut in basic necessities. In short, the capitalist system is not propitious for
securing justice even in income taxati0 n."42

The DiSK warns that in a capitalist society the "social welfare state"
concept can only be a fallacy serving to disguise the class dominance of the
bourgeoisie. In fact, the bourgeoisie strives to use the social welfare state
concept as an indication of how capitalism can work in favor of all working
men even under changing circumstances. The DiSK provides the following
assessment on this concept, which reflects its basic approach to income
distribution:

Such rights embodied in the social welfare state concept as the right to
organize in unions, to enter into collective bargaining, to claim better work
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conditions, to benefit from generalized social insurance as well as free educa
tion and health service have all been acquired at the end of a long and painful
struggle waged by the labor. However, since such rights are not meant for a
radical change in the status of labor in the capitalist system, exploitations and
oppressions inherent in this system will continue. This is how the social welfare
state concept should be viewed and assessed:H

The "basic principles" of the DisK statute also seem to be relevant to the
topic under discussion. In fact, after emphasizing the chief DisK premise
that "the labor's problems can only be solved in a fully independent socialist
system," it declares that "The first economic step to be taken would be to
develop a planned system based on extensive state intervention.' The public
sector would constitute the engine of this system."44 Such "key sectors" of
heavy industry as steel and machinery, energy sources, mining, major trans
port, foreign trade, banking, and insurance will have to be entirely taken over
by the state, with the private sector to be relegated to an "auxiliary" status
only.

Unlike the TURK-iS, the DiSK makes no room for the development of
cooperatives or public economic corporations as instruments to be used in
the achievement of a fairer income distribution. This is the most basic
difference that separates the two confederations from each other. Actually,
the two bodies seem to agree on the list of sectors that they think should be left
to the public sector, such as key industries, mining, energy, banking, etc. But,
in contrast with the TURK-iS, which attaches great importance to the
development of cooperative and public corporations, the DiSK rejects such
institutions as "capitalist solutions" and even denounces public corporations
as the "traps" of monopolist bourgeoisie.

While defending the idea that the income-distribution problem can only be
resolved with the abolition of the capitalist system, the DiSK nevertheless
expends effort, by using the instruments of this system, to increase the share
of labor in national income. It is indeed a basic rule of Marxist unionism that
labor should strive to attenuate exploitation by increasing its share in
national income through the use of its rights to organize, to strike, etc., at the
same time struggling to eradicate capitalism.4

'

In short, the DiSK firmly believes that socialism would constitute a
panacea for all social diseases including the injustices in income distribution.
But it also maintains that the road to socialism passes through a series of
struggles to improve the lot of the workers by making use of the tools
provided by the legal system of the bourgeoisie.

Conclusion

To recapitulate some of the basic findings of this study, the unionist
movement in Turkey has followed a different track from that in the modem
Western countries. The unions, which were born as a product of industriali
zation in the West, took shape in Turkey by fiat, before the beginning of a
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genuine industrialization. Therefore, unionism has remained under the
wholesale guardianship of governments for a long period.

The 1961 Constitution, as well as the unions act and the collective
contracts and strikes act that were legislated in compliance with the constitu
tion, provided a starting point in the development ofTurkish unionism. A still
more important factor in the growing influence of the unions is the industrial
ization that gained momentum in the 1960s. Even today, however, the unions
are far from playing the roles oftheir counterparts in Western societies; as of
1977, the ratio ofunionization in total employment lingers around 15 percent
(see Tables 12.6, 12.7, and 12.8).

TABLE 12.6
Percentage ofUnionized Labor Within Total Employment (000)

Year

1963
1967
1971
1975
1977

(1)
Total Employment

12.714
13.268
13.875
14.319
14.874

(2)
No. ofUnionized Workers

296
613

1200
1823
2200

(3)
(2) +(1)

2.3
4.6
8.6

12.7
14.8

Source: For 1963-1971: Ankara: SPO, "Third Five Year Development Plan,"
pp. 80--81, Tables 64 - 65. For 1975: SPO, "1977 Annual Program," pp. 320, 322,
Table 220. For 1977: OjJicial Gazette, April 16, 1978, pp. 214,215, Table 222.

TABLE 12.7
Economically Active Population and Distribution of Wage Earners

(3)
Agricultural

(2) Workers,
Labor under Labor

(1) Social Employed by
Economically Security and Craftsmen (4)

Active Government and Small Total Wage (5) (6)
Population OjJicials Businesses Earners (4) + (1) (2) + (4)

Year (000) (000) (000) (000) (%) (%)

1963 12.714 1.119 1.546 2.745 21.6 43.7
1967 13.268 1.663 1.647 3.310 24.9 50.2
1971 13.875 2.204 1.851 4.055 29.2 54.4
1975 14.319 2.723 2.400 5.163 36.0 52.7
1977 14.784 3.300 2.700 5.886 39.8 56.0

Source: For 1963-1971: Ankara: SPO, "Third Five Year Development Plan,"
Publication No. 1271, p. 80, Table 4. For 1975: SPO, "1977 Annual Program,
p. 323. For 1977: "1978 Annual Program," OjJicial Gazette, April 16, 1978.
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TABLE 12.8

Distribution by Sector ofUnionized Workers: December 31, 1975Q

Branch

Agriculture and animal husbandry
Mining
Petroleum
Food
Sugar
Textile
Leather
Wood-carpentry
Paper
Printing
Rubber
Chemistry
Ceramics and porcelain
Glass
Metal
Shipyards
Construction
Energy
Commerce, office, and educational

services
Banking and insurance
Land transportation
Sea transportation
Aerial transportation
Storages facilities
Communication
Health
Hotels, motels, and restaurants
Arts
National defense
Journalism
General works
Total

No. of·
Unionized Workers

216,452
145,261
42,212

200,527
23,577

160,476
19,983
38,395
10,518
13,890
16,895
32,945
42,191
12,601

297,658
6,868

710,711
47,947

335,607

108,963
95,957
43,145

9,585
6,902

14,729
43,344

202,300
11,655
31,455

6,653
272,298

3,328,633

Percentage Within
Unionized Labor

6.5
4.3
1.2
6.0
0.7
4.8
0.6
1.1
0.3
0.4
0.5
1.0
1.2
0.4
9.0
0.2

21.0
1.4

10.0

3.2
2.8
1.3
3.2
0.2
0.4
1.3
6.1
0.4
0.9
0.2
8.2

100.0

Source: Ministry of Labor, Journal ofLabor 1 (1978): 107-8.
QThe figures in this table are also inflated, being based on unions' reports (see note a in

Table 6).

The political activities of the unions and their influence upon income
distribution must be evaluated within this general perspective. In today's
Turkey, the unionist movement does not possess a homogeneous character.
Unionized workers are represented by two labor confederations, one of
which accentuates political objectives such as changing the order of the
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society (the DtSK), while the other emphasizes professional functions within
the rules and institutions of the existing social system. No matter how varied
their final goals and methods may be, their social and political influence is
likely to increase. For instance, just at the time of this writing (the summer of
1978), the government actively covets the support of both organizations in its
efforts to rectify the economy, a fact unprecedented in Turkey's recent past.

The March 12, 1960, military intervention banned strikes and prohibited
unions' political activities, resulting in a deterioration of the workers' relative
shares.46 However, after the restoration of multiparty competition, unions
instantly began to struggle again to get a more equitable share of the GNP.
This supports the view that in semiauthoritarian regimes workers' relative
incomes tend to decrease and that democratic multiparty competition prov
ides better opportunities for the workers to improve their lot.
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CHAPTER 13

Wages, Relative Shares, and Unionization
in Turkish Manufacturing

Ataman Aksoy

Introduction

A proper analysis of the effect of unions will have to compare the conditions
of unionized and nonunionized labor of similar types employed in similar
firms. In Turkey, the existing data base is not sufficient to carry out such a
study. And without such a study, it will be almost impossible to arrive at
definitive conclusions on the effects of unionization. A second-best alterna
tive would be to estimate sectoral indices of union power and then try.to use
these indices as an explanatory variable in explaining labor's share and wage
behavior. This approach is a valid one in spite of its shortcomings. However,
in the case of Turkey, union power indices of any meaningful nature cannot
be developed. The accepted union power indices used in the literature can be
listed as follows:

1. Ratio of union members in an industry to all employed in that industry
2. Rate or direction of change in the ratio of unionized workers in an industry
3. Some other labor militancy index constructed by using strike frequencies,
strike durations, etc.

In Turkey, the unionization ratio cannot be meaningfully estimated. In
addition data on strike activity have gaps, and the industrial classification of
collective bargaining data does not correspond to the classification of data
used for other variables. Also, all measures of union strength have more
shortcomings than advantages, and a robust union strength index is yet to be
constructed.

In light of the above limitations, a different approach to the effect of
unionization will be undertaken in this study.

In Turkey, real unionization started in 1963.1 In 1963, the rights to hold
collective bargaining agreements and to "strike were granted to the unions.
Therefore, it is possible to dichotomize labor history into two distinct

I would like to thank Emin Ce~meb~1 for his invaluable advice and Ay~egiil AkIn for her
research assistance.
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periods. 1950-1963 is taken as the preunion period, and 1964-1975 is taken
as the union period. By using this dichotomy, it is then asked whether or not
things were different in the preunion periods. However, this approach does
not constitute a test ofunion power or ofthe effect ofunions as such. It only
tries to find out the differences in the two periods in question. Therefore, in
this chapter we shall only testfor the effects oflegalization ofunion activity.

The chapter consists ofsix sections. The first is the introduction where the
limitations of the general analysis are given. In the second section we shall
try to determine the changes in the distribution of income between capitalists
and workers due to unionization. In the third section, developments of labor's
relative position vis-a-vis the rest of the economy is discussed. In the fourth
section we shall analyze wage behavior. In this section, wage equations are
estimated, and pre- and postunion behavior is compared. In the last two
sections we shall deal with the structure of relative wages. In the fifth section
a model for the determinants of relative wages is estimated. In the last section
the developments in relative wages in private manufacturing are analyzed.

In the text, analyses are carried out only for total, total private, and total
public manufacturing. The estimates for the two-digit industries are not
discussed but are given in the Appendix at the end of the chapter. The two
digit industry results are left out of the discussion for the following reasons.
Discussing 22 industries with diverse behavior would make the chapter
totally unreadable. The second and more serious reason originates from the
tremendous structural change that has taken place in most two-digit indus
tries between the years 1950 and 1975. These structural shifts make it almost
impossible to estimate functional forms, because the same industry title
refers to distinct entities at different points in time. Aggregate behavior, on
the other hand, reflects only major changes and therefore yields more reliable
estimates. However, for the specialist, two-digit industry estimates are pre
sented in the Appendix.

This chapter is not a complete analysis ofthe effects ofunionization. It is a
partial study, and the omitted dimensions have to be indicated. In the rest of
this section, these omitted dimensions will be discussed. The analysis in this
chapter does not· take into account other dimensions of unionization. It
focuses only on the measurable income effects, and, of course, unionization
cannot be reduced to a vehicle for higher incomes for its members. On the
other hand, the other dimensions cannot be meaningfully analyzed within the
same framework. However, there is one major element which is measurable,
income gain, but it will not be analyzed in this chapter due to lack of data.
This element is the severance pay that employers have to pay the workers in
the event they are fired or when they retire. Legal minimum pay is now one
month's wages for every year the worker has worked in the firm. In many
specific collective bargaining agreements the actual severance pay is much
higher. This pay yields important effects that are not included in this analysis.
First, it makes it much harder for employers to fire the workers. Second, in a
country that does not have unemployment insurance, it supplies a fund to
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support the worker in the new job search process. And last, when the worker
retires, he gets a large sum of money to start his new life. These are very
important from the point of view of the "strength" of labor vis-a-vis the
employers. This additional income is not included in the wage statistics.

This severance pay also gives the worker a sense of security, enhancing
labor committment and labor disCipline. In this regard, it is interesting to note
that Senyap111,2 in her study of a workers' district in Istanbul, found out that
the main reason stated by the populace for the desirability of a "factoryjob"
was its job security. Although the reasons for this conception of a factory job
might lie in other causes, it would not be too farfetched to argue that
severance pay might also have an important influence.

A second major omission involves the noneconomic dimensions of union
ization. Sociopsychological aspects of unionization are not analyzed in this
chapter. It can nevertheless be argued that unionization probably did
improve the employee-employer relations in favor of the employees. For
example, An3 found that unionized workers are less likely to change jobs.
Further examples of the advantages of unionization can easily be given.
Therefore, the sociopsychological advantages due to unionization will be
assumed as a fact, and only measurable economic effects will be analyzed.

The Behavior of Relative Shares

Labor's share is defined as the ratio of total wage bill to value added. By
defmition, the rest of the value added becomes the share of capital. The data
consist only of the gross shares. Labor's share includes the taxes, etc., and
capital's share includes taxes, depreciation, interest, etc. Ideally, the right
measures would be to use net shares by excluding items such as taxes,
depreciation, etc. But such data do not exist directly and can only be
estimated afer an arduous process and under a rather dubious set of assump
tions. Writing labor's share (LS) in symbolic terms,

(1) LS = wage bill (WB)/value added (VA).

Separating the above terms to their components,

(2) LS= WL/PQ,

where

W = annual wage rate,
L = number of employed persons,
Q = physical output,
P = value-added price.S

Rewriting Eq. (2),

(2a)
WLLS=
PQ
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where W/P is the ratio of the wage rate to the product price and L/Q is the
inverse of physical product per man. Converting the above identity to per
centage changes [the overbar symbolizes rate of change, i.e.,

_ (dw/dt)
W= ]

w '

(2b) LS = (W - P) - (Q - L).

Q - L is the rate of growth of physical product per man, PRo Therefore, for
labor's share to increase, wage rates have to increase at a faster rate than the
sum of the rate of growth of product per man and the rate of increase in the
product price. This is a definitional relationship.

In the literature, an association between unioni~ation and labor's share
has been postulated. The argument that underlies the above postulate can be
summarized in the following manner. Through the union organization, the
bargaining power of the union is enhanced, enabling the workers to have a
higher rate of increase in money wages. This fact, all things being equal,
would lead to higher shares for labor. However, this wage increase will elicit
a series ofreactions from the firms. These reactions can be of two sorts. First,
as the neoclassical theory of the firm hypothesizes, the firm can react
technologically. By substituting capital for labor, it can increase the rate of
growth in labor productivity, that is, in output per man. Depending on the
elasticity of substitution, this induced change in physical productivity will
determine what happens to labor's share. The greater the elasticity of
substitution, the greater will be the induced change in productivity. In this
approach, the study of relative shares has been reduced to the estimation of
the elasticity of substitution, the implicit assumption being that the prices are
given.

The second approach, advanced by economists working on industrial
organization, deals exclusively with wage-induced changes in the prices.
Here, the crucial variable becomes the ability ofthe firm to increase its prices
in response to wage increases. According to this approach, the ability to
increase product prices is inversely related to the degree of competitiveness
in the product markets. Hence the study of relative shares has been reduced
to the study market structures, the implicit assumption being that the tech
nology is given.

As can be seen from Eq. (2b), these two reactions are not mutually
exclusive; both price and technological adaptations to higher wage increases
can occur at the same time.

In addition to the above complications in the effect of unions on relative
shares, there are cyclical factors that influence labor's share in the short run.
lt is known that capacity utilization over the business cycle also affects the
relative shares. In a depression, output decreases at a faster rate than
emplOYment, increasing labor's share, while the opposite happens at times of
full emplOYment. Therefore, cyclical changes in relative shares have to be
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controlled before any cause and effect relationship between unionization and
labor's share can be established.

IQ short, it is very hard to establish a simple relationship between
unionization and increases in labor share. For such a relationship to be
revealed clearly following unionization the following conditions have to be
satisfied:

1. Unions, through collective bargaining, must be able to increase the rate of
growth of wages.
2. Elasticity of substitution of capital for labor must be low.
3. Firms should not be able to pass on the higher wage increases in the form of
higher prices.
4. Capacity utilization should not rise in the period following unionization.

It is obvious that the probability ofmeeting all the above conditions is very
low. Therefore, theoretically we should not expect to find a direct change in
labor's share due to unionization.

One method of estimating the effects of unionization on labor's share is
suggested by Simler.6 Simler fits a trend to the labor's share and tests for the
shifts in the intercept and slope of that trend. The estimated equation is as
follows:

(3)

where

LSi = labor's share in the value added in the ith sector,
T = time trend variable,

D U = dummy variable that takes the value of 1 for the union years
(1964-1974) and 0 for the nonunion years (1950-1963),

TD U = variable generated by multiplying T and D U.

In Eq. (3), a2 tests for the shifts in the intercept, and a3 tests for the shifts
in the slope of the labor's share function. The equation for the nonunion
period becomes

(3a) LSi = ao + alT.

F or the union period the equation is

(3b) LSi = (ao + a2 ) + (a l + a3)T.

Therefore, if the coefficient of TD U (a3) is positive and significant, then it
is possible to infer that changes in labor's share have increased in the union
period.

This method of estimation is preferred to other methods because it
separates the effect of unionization from other long-run influences on labor's
share. One major long-run influence could be the process of economic
development. The share of labor in value added is very low in Turkey when
compared to the share of labor in other developed countries such as the
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United States. In our estimations, labor's share in Turkish private manu
facturing is about 0.32, while the comparable figure for U.S. manufacturing
is 0.75.7 Therefore, one can assert that as the Turkish economy develops,
labor's shares show a tendency to increase. Ifa positive trend for the share of
labor is hypothesized, then the appropriate question becomes whether or not
this trend has increased in the union period. The coefficient of the TDU
variable gives the additional change in labor's share in the union period. The
results of the estimated equations are given in Table 13.1. Before analyzing
the results of our regression equations, one observed phenomenon has to be
clarified. When labor's share is plotted, a highly cyclical behavior is observed.
In the private sector, labor's share increases from 1950 to 1952 and then
declines continuously until 1957. From 1957 to 1960 it increases. From
1960 to 1965 (with the exception of 1964) it declines. From 1965 to 1972
we observe an increase; there is a drop in 1972 and an increase until 1975.

In the public sector, the results are not as clear, but cyclical behavior can
also be observed. From 1950 to 1952 labor's share declines. From 1956 to
1960 we again observe an increase. From 1964 to 1971 it decreases. Labor's
shares in the two sectors are plotted in Figure 13.1.

This cyclical movement of labor's share seems to resemble the cycles in
the economic activity of the Turkish manufacturing sector. It is advisable to
try to eliminate the cyclical effects from the labor's share before testing for
the effects of unionization. A second point is the delineation of unusual
periods so that the regression results might be interpreted more correctly.
Therefore two phenomena have to be explained before a general evaluation
of trends in relative shares can be made. First are the differences in capacity
utilization in the union and nonunion periods. The second phenomenon is the
martial law that was enacted in 1971 and that lasted until 1973. Although
the effects of the martial law will be explained in detail in the wage
section of this chapter, a few important points have to be mentioned here.

TABLE 13.1
Relative Share Equations

Sector c T DU TDU

Total public 0.319a -0.003 -0.011 -0.0005
sector (17.179) (-1.376) (-0.177) (-0.150)

Total private 0.307a 0.002 -0.044 0.001
sector (31,531) (1.519) (-1.399) (0.0542)

Total 0.313a -0.0008 -0.035 0.0007
manu- (30.050) (-0.722) (-1.038) (0.381)
facturing

*Durban Watson Statistic

Note: t statistics are given in parentheses.

aSignificant at 99%.

0.538 1.156

0.220 1.414

0.464 1.389



FIGURE 13.1.
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Martial law effectively eliminated the bargaining process between labor and
management and outlawed strikes in most industrial centers. Unfortunately,
it is quite hard to quantify the effects of this phenomenon because of the
uneven impact it had on different firms and sectors. In the sectors (firms) that
had their contract up for negotiations in 1971 and then signed a long-term
contract (two to three years), the effects lasted until 1973-1974. On the
other hand, sectors that concluded their previous collective bargaining
agreement in 1972 experienced lower wages until 1974. Therefore, it is hard
to quantify the effects for different sectors and years. However, as a general
rule, the effects of martial law were strongest in the public sector for the years
1971 and 1972, while in the private sector the effect was felt in 1972.8 For
the relative shares, the effects are even harder to ascertain because of
different responses on the part of the sectors. In this analysis, 1972 is used as
the year that was affected by the martial law.

Differential capacity utilization also poses a major problem in deriving
cause and effect relationships between unionization and trends in labor's
share. If one can conclude that there are differences in capacity utilization
between union and nonunion periods, then the cyclical and short-run effects
of capacity utilization have to be eliminated in order to arrive at the true long
run behavior of relative shares. Unfortunately, capacity utilization indices
have not been developed for Turkish manufacturing. A crude estimator had
to be developed for this purpose.9 Then the labor's share equations were
reestimated using both capacity utilization indices and martial law dummy
variables. The estimated equation is

(4) LSi = ao + aIT + a2DU + a3TDU + a4CU + asDF,

where

CU = capacity utilization index,
DF = martial law dummy variable that takes the value of 1 for the

year 1972 and 0 for other years.

The estimations for this equation are given in Table 13.2.
When Table 13.1 is analyzed the results are quite straightforward. Ac

cording to the estimated coefficients, it is possible to conclude that labor's
share has not increased in the union period. The coefficients for TDU are
insignificant for all three sectors. In addition, for the public sector the
coefficient of TDU is negative. Also, the coefficient of T which shows the
trend in the nonunion period is not significant for all three sectors.

However, when Table 13.2 is analyzed, the results are completely differ
ent. Now the coefficient of TDU is positive and significant, implying that
labor's share has increased in the union period. Table 13.2 gives the
corrected estimates for the total public, total private, and total manufacturing
sectors. In both the public and private sectors, the capacity utilization
variable is significant and has the expected negative sign. This implies that
when capacity utilization decreases, labor's share goes up, a result that is



TABLE 13.2
Modified Labor's Share Equations

Sector C T CU DU TDU DF R2 D.W:*

Total public sector 4.103a -0.008a -3.749a -0.083c 0.007b -0.013 0.798 1.445
(5.310) (-4.432) (-4.898) (-1.843) (2.333) (-0.521)

Total private sector 1.376a 0.0007 -1.06b -0.109a 0.005b -0.025 0.462 1.901
(3.050) (0.744) (-2.417) (-2.946) (2.225) (-1.526)

Total manufacturing 1.65OC -0.002 -1.327 -0.087c 0.004 -0.002 0.526 1.520
(1.931) (-1.527) (-1.565) (-1.838) (1.419) (-0.134)

*Durban Watson statistic.

Note: t statistics are given in parentheses.

aSignificant at 99%.

bSignificant at 95%.

CSignificant at 90%.
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consistent with the hypothesis. There are two possible explanations for this
behavior. First, the capacity utilization index developed here measures the
deviations in the actual growth of output from the long-run trend rate of
growth. Therefore, the periods of low capacity utilization ate the periods
where the growth rate of output has been low. This implies that labor's share
increases when the rate of growth of output decreases.1o If the rate of growth
of physical productivity is positively related to the rate of growth of physical
output, then low rates of productivity growth given an exogenous level of
wage changes could be the reason for the increase in labor's share. In
addition, periods of low capacity utilization also correspond to the periods of
relative price stability, implying that the price component of the labor's share
equation will not increase in proportion to costs. The second explanation
involves the hiring and frring behavior of the firms. It is assumed that the
capacity grows at a constant rate and that lower rates ofgrowth are caused by
the lower utilization of the capital stock. However, firms are unable to lower
the labor force in the same proportion as the output with the decrease in
output, value added decreases more than the wage bill, thus increasing the
share of labor. In choosing between the two alternative explanations, it is
informative to analyze Table 13.4. The coefficient of the capacity utilization
variable in the public sector is greater and has a bigger t statistic than'that of
the private sector. Since the public sector is less concerned with short-run
profitability, one would expect that it would not fire workers with the relative
declines in output. Therefore, changes in capacity utilization would have a
greater effect on labor's share in the public sector than in the private sector.
The greater influence of the capacity utilization variable in the public sector
tends to support the second hypothesis and tends to corroborate the capacity
utilization index as a reasonably true measure.

T and TDU variables in Table 13.2 measure the long-run changes in
labor's share after the effect of short-run fluctuations are eliminated, while in
Table 13.1 they measure the uncorrected trends labor's share.

The general conclusion of this section call be stated as follows: Labor's
share appears not to have increased in the union period. However, this
apparent constancy is caused by the differential rates of capacity utilization
in the two periods. If the effects of differential capacity utilization are
eliminated, then one can safely assert that labor's share has increased in the
union period. That is, unionization would have increased labor's share if the
rates of capacity utilization had been the same in the periods.

Labor Versus the Rest of the Economy

In the preceding section, share of labor in value added in manufacturing
was analyzed. However, to reduce the effect of unionization to a zero-sum
game between labor and capital can be misleading. Labor in manufacturing
constitutes the most organized employee group in the economy. On the other
hand, firms in the manufacturing sector are also highly concentrated and
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furthermore highly protected against foreign competition through prohibitive
tariff walls. Therefore, it is quite possible for labor to achieve high rate of
wage increases which are then passed on to the rest of the economy in terms
of higher prices. If this mechanism is true, then changes in share of labor
cannot be totally identified with the impact of unions. Labor through unioni
zation might not have gained at the expense of capital in manufacturing but
might have gained at the expense of the rest of the economy. This question
can be answered by comparing the growth ofwages in manufacturing with the
growth of some index of earnings for the whole economy. Nominal GNP per
capita (GNPIN) is used for this index. Ifwages have increased at a rate faster
than GNPIN, then it is possible to conclude that labor has gained at the
expense of the rest of the economy. To test for the differences in union and
nonunion periods, comparisons are made separately for three periods: (1) the
nonunion period (1950-1963), (2) the union period (1964-1975), and (3)
the whole period (1950-1975). For the tests, indices of wages and GNP per
capita were developed, and then the differences between these two indices
were computed for each period. The results for total, private, and public
manufacturing are given in Table 13.3. In Table 13.3, column 2 row 1 tells us
that if wages in 1950 are taken as 100, then the wages in 1963 would be
479.71, which is the change in wages between 1963 and 1950. The second
row of the same column gives us the change in wages between 1964 and
1975. The last row gives us the change between 1950 and 1975. In the third
column (labeled W-GNPIN), the change in GNP per capita is subtracted
from the change in wages. If this number is positive, then the increase in
wages has been greater than the increase in GNP per capita, which will be
interpreted as labor having gained at the expense of the rest of the economy
and vice versa. When Table 13.3 is analyzed, it becomes evident that the
wage increases have been below the increases in GNP per capita for the
union period (1975-1964). In the union period in both total private and total
public sector manufacturing labor has lost when compared to the rest of the
economy. These results lead us to the conclusion that wages have lagged
behind the growth of the economy. Unionization, by creating a strong
pressure group, has not benefited labor at the expense of the rest of the
economy. Actually, in the union period, the relative position of labor in
manufacturing has worsened when compared to the nonunion period. This

TABLE 13.3
Changes in Wages and GNP Per Capita

Total Manufacture Private Sector Public Sector

Period W W-GNP/N W W-GNP/N W W-GNP/N

1950-1963 479.71 -3.77 555.81 72.33 428.81 -54.67
1964-1975 538.35 -25.93 &541.82 -22.46 558.43 -5.85
1950-1975 2781.45 -59.32 3291.66 450.89 2578.92 -261.85
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conclusion leads us to doubt the effectiveness of unions as a pressure group
for labor, at least in terms ofeconomic benefits accruing to its members. In
the nonunion period, labor seems to have increased its share only in the
private sector. It is also interesting that labor in public manufacturing seems
to have lost in both periods. This apparent difference between public and
private sectors on one hand and pre- and postunion differences in the private
sector has to be explained. The first explanation will deal with the union
period. In Chapter 4, Dervi§ and Robinson state that after 1968 distribution
of income has moved in favor of agriculture against the urban sector.
Therefore, wages of labor (which is a part of the urban sector) could have
grown at a slower rate than the rest of the economy, which includes the
agricultural sector. In the public sector, the situation is more complicated
because some of the employees in that sector are not classified as workers but
as government employees.u Again according to Dervi~-Robinson results
(Chapter 4), government employees as a group have definitely lost against
the other groups in the economy. This fact might explain the relative loss of
labor in the public sector against the rest of the economy.

The second and more important phenomenon is the martial law which was
in effect for the years 1971-1973. Although the effects of the martial law will
be discussed in more detail in the following section, it was an antilabor move
ment along with its other attributes. This law, by effectively eliminating free
collective bargaining agreements, lowered the rate of growth of both nominal
and real wages. Actually, real wages declined for the first time since 1951. In
the last year of the study (1975) labor had just started to catch up with its
premartiallaw level of wage increases. If the period 1964-1970 rather than
1964-1975 is taken as the period of union activity, the results are reversed.

In Table 13.4, all three sectors seem to have gained at the expense of the
rest of the economy. Wages in this period have grown faster than the
economy. The results of Table 13.3 and 13.4 together imply that the faster
growth of wages has somehow been arrested in the post-1970 period. In the
light of the previous discussions, the two major reasons stated seem to be the
major causes. First is the transfer of income from the urban sector to the
agricultural sector, which has reduced urban income growth in relation to the
growth of the whole economy. The second, and for many purposes the more
important, development is the martial law, which has reduced the growth of
wages. Therefore, it is improper to conclude from the results in Table 13.3
that unions have not been a major political force and for this reason have not
improved their members' relative incomes in relation to the rest of the

TABLE 13.4

Total Manufacture Public Sector Private Sector

W W-GNP/N W W-GNP/N W W-GNP.N

1964-1970 196.08 20.506 200.59 25.02 197.89 22.32
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economy. Labor has gained in this period, but the gains have been eroded
mainly by the effects of the martial law. Therefore, as a general conclusion, it
is possible to argue that unions have increased wages against the rest of the
economy, but these gains were lost in the martial law period because all
union activities were suppressed by the military.

Wage Behavior

In the previous sections of the chapter, the effects of union activity on the
share of labor and its position vis-a-vis the rest of the economy were
analyzed. The approach to these two questions assumed a certain path of
effects. It assumed that, first, union effects would be observed on the rate of
growth ofmoney wages (W) and that price and technological reactions to this
initial increase in money wages would determine the outcome both in labor's
share and its relative position. Therefore, this primary assumption, that
unionization, all things being equal, will increase the rate of growth of money
wages, has to be tested.

In testing the effect of unions, it will not be sufficient just to look at the
mean rates of growth of money wages in the union and nonunion periods,
because the condition of "all things being equal" will not be satisfied. The
correct test will have to first estimate a wage equation and then try to see
whether this equation has changed in the union period. For example, money
wages might increase at a faster rate in a given period because consumer
prices might have increased at a faster rate in that period. Therefore, one has
to look at the changes in the coefficient that links the increase in the consumer
prices to the increases in money wages.

In estimating the wage equation, the utilized model is basically a model of
industrial wage determination. In the Western capitalist economies, the most
accepted model to date is the modified Phillips curve.12 The major element in
the Phillips curve type of models is the rate ofunemployment which is used
as a proxy for labor market tightness.

Recently, however, the nature and stability of a relationship between
unemployment and wage increases are being ql.lestioned. In addition, trans
lating these types of models to underdeveloped economies creates a series of
theoretical and empirical problems, the major empirical problem being that
the measures of unemployment are not available. The educated guesses on
this measure employ a highly dubious set of assumptions. Theoretical pro
blems are even more severe. In a developed economy, proletarianization is
almost complete, and alternative employment opportunities for a laid-off
worker are very limited. In the underdeveloped countries, labor is still in the
process of proletarianization and usually maintains its relationship with
agriculture. In addition, self-employment and disguisedunemployment in the
"marginal" sectors outside the organized industry and services still exist.13

That is why in most surveys conducted in underdeveloped economies the
percentage which label themselves as unemployed is much lower than the
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estimated unemployment rate. In the developed economy, due to lack of
aggregate demand, a pool ofunemployed is created which searches for jobs in
order to exist. In the underdeveloped countries, at least in Turkey, unem
ployment of this type is insignificant. What generally exists is nonindustrial
labor trying to be employed in the industrial sector. So one observes a
different kind of unemployment created by the transition from a nonindus
trial to an industrial laborforce.

Therefore, especially in the organized manufacturing sector, it becomes
necessary to analyze the labor markets disregarding the pool ofunemployed.
Labor markets can be thought of in terms of a rationing model where there is
a queue for industrial jobs and the length of the queue is immaterial in wage
determination.14 Otherwise, in terms of growth of real wages, we would
observe different structures between developed and underdeveloped coun
tries. Turner and Jackson1s find that rate of growth and the structure of
growth of real wages in manufacturing have been very similar in developed
and underdeveloped countries. This suggests that large pools of unemployed
in underdeveloped countries have not exerted enough pressure on the growth
of wages. Given the above empirical and conceptual shortcomings, the
unemployment rate cannot be meaningfully utilized in wage equations in
underdeveloped countries, at least in the manufacturing sectors.

Alternative models to Phillips curves have been developed in the litera
ture. The key element in the alternative formulations to the Phillips curve is
the absence of competitive wage determination. A formal theoretical basis
for the noncompetitive labor markets is yet to be formulated, and because of
the absence of an accepted framework, ad hoc model formulations predomi
nate in the literature. A series of variables is added to the regression
equation. The more widely used variables are consumer prices, profits, and
productivity. Empirically one does find a relationship between the changes in
money wages and these variables. Higher rates of increase in consumer
prices lower the living standards of the workers and induce them to demand
higher wage increases. Profits and productivity variables can be thought of as
variables reflecting employer permissiveness to wage increases. For our
purposes, two different determinants of permissiveness can be defined. First
is the increase in physical labor productivity. This increase in physical labor
productivity enables the firms to increase wages without affecting prices and
profits. Therefore, a firm enjoying a higher-than-average productivity in
crease may grant higher-than-average wage increases. Or in a more formal
bargaining situation it might both lead the workers to demand higher wage
increases and firms not to oppose these demands. The second determinant of
permissiveness is the market power of the firms. If a firm is capable of
increasing product prices in response to wage increases, then its response to
the wage demands will be more affirmative, and its ability to grant higher
wages will be greater.

It is possible to test these two determinants separately, but unfortunately it
is almost impossible to obtain reasonably acceptable estimates of market
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power in different industries. Therefore, a composite measure of the two
determinants is used. The average value product per man (VPR) is composed
of two parts, price times the average physical productivity of labor. The
changes in average value productivity of labor can be caused either by the
changes in physical labor productivity or changes in prices, which for our
purposes will have the same effect.16 For VPR, value added per worker will
be used}'

The arguments of the wage equation will be reduced to two major
variables. The first variable will be the changes in the consumer price index.
Workers expect a certain improvement in their standard of living and would
react to maintain that standard. Therefore, their expected money wage will
be determined by the changes in the prices of goods that they purchase.
Therefore, the greater the bargaining power of the workers, the greater will be
the coefficient that links the changes in consumer price index to the changes
in money wages.

Changes in the average value productivity of labor (VPR), on the other
hand, determine the wage increases firms will grant without endangering their
profitability. Greater changes in VPR will enable the firms to grant higher
wage increases. In other words, VPR will determine the ease with which
firms react to wage demands.

Therefore, in this analysis changes in the value added per worker will be
used instead of the unemployment rate and profits of the firms. KubIS argues
that VPR can be easily substituted for the unemployment rate in explaining
U.S. wage changes without losing any explanatory power. However, one
major distinction in the theoretial structures of the two models should be
pointed out. The use of the aggregate unemployment rate implicity assumes
that there is a general labor market for the whole economy and that this labor
market determines the wages in each subsector of the economy. This assump
tion is equivalent to assuming a great deal of intersectorallabor mobility. On
the other hand, use of sectoral VPRs assumes that wages in any sector are
influenced by the conditions of that particular sector and not by what
happens in the other sectors. Probably, the truth lies somewhere in between
the two extremes. Also, as the level aggregation increases (Le., data become
more aggregated) the two measures will tend to be identical. At the level of
total manufacturing, or total private or public manufacturing, it is quite
probable that the two measures will yield similar responses. In more disag
gregated sectoral equations, the use of the two measures will yield different
results.

In addition to the two independent variables, the martial law years have to
be separated from the normal years. Since martial law was almost equivalent
to a wage freeze, a dummy variable (DF) is added to the equation to explain
the effect of martial law. The basic wage equation for the manufacturing
sector is as follows:

(5)
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where

W = percentage rate of change in money wages,
CPI = percentage rate of change in consumer price index,

VPR = percentage rate of change in value added per worker,
DF = martial law dummy that takes the value of 1 for the years 1971 and

1972 in the public sector and 0 for all other years; it takes the value
of 1 for the year 1972 in the private sector and total manufacturing
and 0 for all other years.

This equation is estimated in Table 13.5 for the private, public, and total
manufacturing sectors.

The second issue is to test whether or not this function has shifted in the
union period. To test this shift, a union dummy variable is added to (5). Thus,
the new equation becomes

(6) W = at + a2 VPR + a3CPI + a4DF + asDU,

where

DU = dummy variable that takes the value of 0 for the years 1950-1963
(nonunion years) and the value of 1 for the years 1964-1975 (union
years).

The third issue is to test for the changes in the wage equation that might
have taken place in the union years. This change involves changes in the
structure of the wage equation rather than bodily shifts of the same equation.
F or this test two slope dummies for the two independent variables are added
to the wage equation. Therefore, the last wage equation becomes

(7) W = at + a2 VPR + a3CPI + a4DF + asDU + a6(CPI ·DU)
a7 (VPR· DU).

Now Eq. (7) for the union period becomes

(7a) W = at + a2VPR + a3CPI.

(7b) W = (at + as) + (a2 + a7 )VPR + (a3 + a6)CPI.

For the years 1971 and 1972 for the public sector and for the year 1972
for other sectors, the equation becomes

(7c) W = (at + a4 + as) + (a2 + a7}VPR + (a3 + a6)CPI.

Equations (5), (6), and (7) are estimated in Table 13.5.
If the basic wage equation is analyzed [eq. (5)], the first result is that it is

a reasonably good estimator of changes in money wages. The R2S obtained
are quite high for wage equations of this type, and the coefficients are
generally significant. Changes in the consumer prices tum out to be the most
significant variable. The martial law dummy variable (DF) has the expected
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Wage Equations
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Total public
1 0.042b 0.965Q 0.072 -0.087c 0.671 1.906
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;::t
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3 0.057Q 0.492b 0.229 -0. 169Q 0.012 0.672b -0.374c 0.893 2.300 ~
(3.772) (2.273) (1.470) (-3.999) (0.439) (2.543) (-1.856) o'
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*Durban Watson statistic. ....

o'
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QSignificant at 99%.
tbSignificant at 95%. Vi

cSignificant at 90%.
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negative sign and is statistically significant. There are some important
differences in the wage behavior of the public and private sectors that should
be explained. In the public sector, the coefficient of VPR is insignificant, and
the constant term is significant. The opposite is true for the private sector.
These results imply a marked difference in the wage behavior of workers in
public and private enterprises. If the constant term is interpreted as the
autonomous increase in wages, then the workers in the public sector tend to
fully shift the consumer prices plus an autonomous increase into their wages.
This autonomous increase of 4.2 percent per annum is very close to the
average rate of increase in physical labor productivity of 4.5 percent in this
sector. Thus labor in the public sector seems to receive as higher wages the
increases in consumer prices plus the increase in labor productivity. The
insignificance of VPR can be explained by the conditions operating in the
public sector. VPR was used to determine the conditions ofpermissiveness or
the constraint of the firms in granting higher wage increases. This permissive
ness or constraint was based on the profitability of the firms for which VPR
was an indicator. The public firms, on the other hand, are not constrained by
the conditions of profitability because their losses are covered by the central
government. Therefore, the public firms do not seem to consider profitability
as a criterion in granting wage increases.19

The private sector, on the other hand, has to consider its own profitability
in granting wage increases. The consumer prices are partially shifted, and
added wage increases depend on the profitability of the firms in question.
Also, there is no autonomous wage increase since the .constant term is
insignificant. The wage equation in the total manufacturing sector is an
aggregate of these two distinct equations and will not be discussed separately.

We have discussed the basic properties of the wage equations; the second
question becomes the behavior of this equation in the union and nonunion
periods. Equation (6) tests for this difference. In both sectors, DU is positive
but not significant. This result by itself could be interpreted as union impact
being negligible. However, before definite conclusions can be reached, more
detailed analysis of wage behavior in the union period will be necessary.

Equation (7), given in Table 13.5, tries to test for the changes in the
structure of the wage equation in the union period. A distinct shift appears in
both sectors. Slope dummy coefficients for the consumer price index variable
DU' CPI are positive, and slope dummy coefficients for VPR (DU' VPR)
are negative. The coefficients are significant for the public sector but not for
the private sector.

These results imply a change in the wage equation from one which is
based on productivity to an equation where the only determinant of wage
changes becomes the consumer price index. That is, productivity loses its
importance in determining wage changes, and the consumer price changes
basically determine the wage changes. This difference can easily be recon
ciled with the advent of unions. First, it implies that unions do not consider
productivity in their collective bargaining and try to achieve a wage increase
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higher than the increase in consumer prices. This fact was corroborated by a
survey conducted by The National Productivity Center.20 The survey results
indicate that 90.24 percent of the unions try to set their wage demands
parallel to the changes in consumer prices. That is~ the most important
criterion on the part of the union seems to be the attainment of continuous
increases in real wages, that is, increases in money wages above the increases
in the consumer price index. The shift in the coefficient of the CPI variable is
in accordance with the observed behavior of the unions. Since ability to pay
is not taken into account, the decrease in the coefficient of VPR seems to
indicate the success of unions in receiving what they demand irrespective of
the paying ability of the firms. An interesting result is that in the preunion
period in the public sector VPR turns out to be significant, while in the union
period the effect of VPR is totally eliminated. Even in the public sector,
before unionization, ability to pay was apparently significant in determining
the wage increases. Unionization simply has eliminated the constraints on
the wage increases. The last issue concerns the differences in the level of
significance of the slope dummies in the private and the public sectors.
Unionism had a greater impact on the public sector than the private. Two
explanations can be forwarded for this result: The first concerns the extent of
the collective bargaining coverage in the two sectors. Although precise
measures of this coverage are not available, some general observations are
possible. All public firms are unionized. While no exact ratios are available
for the private sector, in this sector usually small firms and firms in nonmet
ropolitan areas are not unionized. Whatever the extent of the coverage, it is
safe to assume that it is less than 100 percent. This alone will imply a greater
impact of unionization on the public sector than on the private. The differ
ences between the two sectors will be a function of the extent of collective
bargaining in the private sector.

The second explanation involves the resistance of the firms to union
demands. Since greater acquiescence will imply a greater union impact, it is
reasonable to assume public firms, not constrained by profitability, will be
more permissive. Therefore, greater union impact is to be expected. These
two explanations by themselves are probably sufficient to explain the greater
union impact on the public sector.

For an overall evaluation of the effect of unionization on wage equations,
further information will be required, because the evidence presented above
seems to imply contradictory results. It is argued that unions have been
strong and effective enough to change the structure of the wage equation.
However, it is also argued that unions have not been effective in shifting the
wage equation in their favor. To reconcile these two seemingly contradictory
results, actual wage behavior in the union period has to be analyzed in more
detail. A very illuminating picture emerges if the residuals around the basic
wage equation are analyzed. If the residuals around the basic equation,
without the martial law dummy, are plotted, Figure 13.2 is obtained. Years
are measured on the horizontal axis and percentage change in wages measured
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on the vertical axis. The line is the predicted wage changes for the industries.
The dotted line shows the deviations of actual wage rate changes from the
predicted wage rate changes.

According to this figure, the union impact begins to be felt around the
1966-1968 period. Although unionization begins in 1964, there seems to be
a lag in its impact on the wage rates. However, after 1968, a definite shift
appears, and the actual wage rate changes begin to be above the long-run
predicted wage rate changes. This discrepancy reaches a maximum in 1970.
Then in 1971, martial law is enacted, and actual wage rate changes turn out"
to be below the predicted wage rate changes. This continues until 1974, a
year where the actual and predicted wage rate changes coincide. And in 1975
we get a picture that resembles the behavior in 1969-1970. Ifthe wage rate
changes are averaged over the years, it looks as if no change has taken
place in the wage equation. The dummy variables usedfor the martial law
years seriously underestimate the effect of this period. If the data for the
years 1976 and 1977 were available, it is quite probable that a shift in the
wage equation would be observed. The impressionistic evidence on wage rate
changes for these·two years indicates an attempt by labor to reclaim its lost
wage increases due to martial law.

As a general conclusion, it is possible now to argue that unions have had a
very significant effect on the wage changes. They have changed the wage
equation into a form where increases in consumer prices are passed on as
higher wages with a physical productivity markup. The reason for the
nonsignificance of the shift dummy variable turns out to be due to the effects
of the martial law. Unions have shifted the wage equation in their favor.
However, this shift has been counteracted by the force of the martial law.

One interesting point that needs more emphasis is presented in Figure
13.2. There, unions seem to have an influence after 1967. This can be
attributed to the lag between the legalization of collective bargaining and the
unions having an influence on wage changes. On the other hand, the DiSK
(Revolutionary Workers' Union Confederation) was also formed in 1967.
The apparent union impact can be attributed to the rivalries between the old
established TURK-iS and the newly formed DiSK for the recruitment of
new members. Therefore, attempts to gain new members by obtaining high
wage increases might have been instrumental in the high wage increases of
post-1967 period. As the last statement, the initial hypothesis ofunionization
having an influence on the rate of growth of money wages is confirmed for
Turkish manufacturing.

The Determinants of Relative Wages

In this section, a model for the determinants ofrelative wages is presented.21

The data for two years (1967 and 1968) are averaged to eliminate yearly
fluctuations. The data base consists of two-digit industries ofboth public and
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private sectors, and these two-digit industries are further divided into seven
size groups according to the number of workers employed.

In the study of relative wage determination, two different approaches can
be identified. The first is the "human capital" approach which argues that
wages are a return on investments made by the workers. Workers invest in
themselves through education and training. This investment increases their
productivity and leads to higher wages. Therefore, a relationship between the
amount of investment (human capital stock) and returns (wages) is postu
lated. For this theory to be valid, returns to human capital of different
workers have to be equalized in the market place. This equality is synony
mous to the assumption that no imperfections exist in the labor markets. If,
due to imperfections, returns to human capital are not equalized among
workers, then the stocks of human capital cannot determine the wages.

The second is the "institutional" approach, which starts from the imper
fections in the labor markets. It assumes that labor markets are imperfect and
that these imperfections are caused by the different market power of firms
and the different bargaining strength of labor in different industries. The
institutional approach argues that firms in concentrated industries are able to
pay higher wages because their profits are higher. On the other hand,
unionized labor is able to receive higher wages due to its greater bargaining
strength.

In the empirical studies, both sets of variables tum out to be significant in
explaining relative wages.22 However, in Turkish manufacturing the data
base is significantly different from that of the United States. The variables
that are used in the United States cannot be utilized in Turkey. For this
reason an alternative specification of these two models will be attempted.

In this model, value added per worker (VAIL), firm size, and the skill
composition of the industries will be used as the explanatory variables. By
using these variables, relative wage equations are estimated both for the total
manufacturing sector and also separately for the private and public sectors.

In the model, value added per worker is used as a proxy for the firms'
ability to pay higher wages. It is assumed that frrms will prefer to pay higher
than-average wages to maintain their trained labor force and to attract high
quality manpower. However, their ability to pay is constrained by their
technological efficiency and the price they receive for their product. Value
added per worker includes both the technological and price variables in one
indicator. Therefore, firms with high value added per worker can pay higher
wages when compared to the firms with lower value added per worker. This
variable is used in place of the concentration variable used in other studies of
wage determination. The exact nature of the relationship between value
added per worker (VA /L) and wages was found after trying several functional
forms. The best function turned out to be a nonlinear relationship where
wages increase with the increases in value added but at a decreasing rate.

The skill ratio variable (SK) is the ratio of nonskilled labor to the total
labor force within a two-digit industry. It is estimated separately for the
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public and private sectors. Higher SK would imply a lower wage because
more highly skilled workers receive higher wages, and this discrepancy is
especially large in underdeveloped countries. The SK variable is the human
capital variable used in this study.

The firm size variable is usually included in the relative wage equation
because bigger firms tend to pay higher wages. In the literature, this higher
wage is attributed to (1) the greater labor productivity in large plants due to
technological reasons and (2) the monopolistic power of large firms which
leads to higher prices for their products. Since value added per worker
(VAIL) already comprises these two components, the VAIL variable should
explain the differences attributed to large firms. However, if an independent
effect of firm size exists, this independent effect should be due to structural
factors rather than productivity factors. In this model, an independent firm
size effect will be attributed to unionization. It is also known that large rums
are more unionized than smaller rums. Ifthere is an independent union effect,
it should imply a higher wage at the same level ofproductivity. Therefore, the
firm size variable stands for the union effects, since data for the degree of
unionization are not available.23

The firm size variable is defined as separate dummy variables for the six
size groups out of the seven. The smallest size group is without the dummy
variable. Therefore, the coefficient of each dummy variable measures that
group's wage difference when compared to the wages in the smallest group
(Le., firms employing 10 and 19 workers). I

For the total manufacturing equation, a dummy variable for the public
sector is included to test the hypothesis of unequal wage levels between the
public and private sectors after all other variables are accounted for. The
basic equation that is estimated is as follows:

(8) W= a2 + a2In(VA/L) + a3SK + a.J)20 + asDso + aJJIOo + a7D2S0
+ as Dsoo + a9 DIOoo + aIO DD,

where

VAIL = value added per worker,
SK = ratio of unskilled workers to total labor force for each public

and private two-digit industry,24

D20 = dummy variable which takes the value of 1 for firms employing
between 20 and 49 workers and 0 for all other observations,

Dso = dummy variable which takes the value of 1 for firms employing
between 50 and 99 workers and 0 for all other observations,

DIOO = dummy variable which takes the value of 1 for firms employing
between 100 and 249 workers and 0 for all other observations,

D2S0 = dummy variable which takes the value of 1 for firms employing
between 250 and 499 workers and 0 for all other observations,

Dsoo = dummy variable which takes the value of 1 for firms employing
between 500 and 999 workers and 0 for all other observations,
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DIOOO = dummy variable which takes the value of 1 for firms employing
more than 1000 workers and 0 for all other observations,

DD = dummy variable that takes the value of 1 for the public sector
and 0 for the private sector.

The estimates are given in Table 13.6. The first thing that is evident from
Table 13.6 is that the public sector pays higher wages than the private sector
after all causes are explained. However, the second and third equations of
Table 13.6 indicate that basically determinants of relative wages are different
in the public and private sectors. Therefore, the two sectors will be analyzed
separately.

The first result is that the VAIL variable is highly significant. However,
the relationship between VAIL and wages is very different in the two sectors.
These relationships are given in Figure 13.3, which implies that wages are
more responsive to productivity in the private sector than in the public sector.
This result confirms the assumption that VAIL is a proxy for the ability to
pay on the part of the firms. Since the public sector is not constrained by its
ability to pay, it pays a minimal wage whatever the productivity is and only
marginally increases the wages in plants with higher productivity. On the
other hand, the private sector sets the wages according to its ability to pay
and will pay positive wages only after a minimum VAIL is achieved. The
positive intercept for the public sector implies that it will pay positive wages
even if the firms are operating at a loss since these losses will be covered by
the central government.

Firm size dummy variables are insignificant for the public sector and
partially significant for the private sector. In the private sector, there seems to

FIGURE 13.3
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TABLE 13.6

Determinants ofRelative Wages

Sector Constant InVNL DD D20 Dso D IOO D2S0 D soo DIOOO SK R2/D.W*

Total 4.0ga 2.88a 1.21a 0.93 L74b 2.S7a 2.88a 3.1QD 2.31a -9.36a 0.68
(3.08) (10.12) (2.S8) (1.27) (2.34) (3.39) (3.7S) (3.78) (2.79) (-6.72) 1.40

Public 8.44a 2.36a 1.27 1.21 0.61 1.14 1.44 0.61 -9.47a 0.S9
(4.0S) (6.12) (0.70) (0.6S) (0.34) (0.66) (0.81) (0.3S) (-S.40) 1.70

Private -2.1S 4.1Sa 0.08 1.43b 2.SSa 3.21a 2.9QD 2.71a -S.69b 0.70
(-0.9S) (9.69) (0.11) (1.99) (3.31) (3.92) (3.19) (2.78) (-2.2S) 1.30

*Durban Watson statistic.
Note: t ratios are given in parentheses.

aSignificant at 99%.

bSignificant at 95%.



434 Ataman Aksoy

be a threshold starting with the fIrms employing 100 plus workers. D20 is
insignificant, and the coefficient ofD50 is about half the coefficients of other
larger-sized dummy variables. This behavior corresponds very closely to the
assumption that firm size is a proxy for the union effects. Firms employing
fewer than 50 workers are usually unionized, and firms employing between
50 and 100 workers are only partially unionized. The larger fIrms, on the
other hand, are mostly unionized. The public frrms, however, are totally
unionized, and for that reason within the public sector there is no independent
firm size effect. Within the public sector, all things being equal, wages do not
vary with the firm size. The union effect can easily be quantified, and it is
quite high. If the coefficients ofDIOO and bigger dummy variables show only
the effects of unionization, then the union-induced wage difference is about
2600 TL per annum. The mean annual wage in the private sector is about
10,000 TL. This result implies that unionized labor receives 30 percent
higher wages than nonunion labor. This estimate is the minimum union
effect. It assumes that unionization in frrms employing fewer than 50 workers
is 0 and that the unionization rate in fIrms employing more than 100 workers
is 100 percent. If one assumes a 10 percent/90 percent ratio, the union
impact will be 3250 TL. This 30 percent compares favorably with the union
impact of 25 percent estimated for the United States for the early unioniza
tion period (1930s).25 Firms employing 50 to 100 workers are only partially
unionized, and the coefficient ofD50 is 1400 TL, indicating about 50 percent
unionization.

The skill coefficient (SK) which was used as the human capital variable is
significant in both sectors. Sectoral skill composition differentials are impor
tant in determining relative wages. SK is more significant and important in
the public sector than the private, because, in the beginning of this section, it
was argued that human capital variables would work best if there were no
imperfections or distortions in the labor market. In the public sector, there are
no distortions due to unionization, and distortions caused by differential
ability to pay are much less than they are in the private sector. Therefore,
human capital explains a greater portion of the variance in wages in the
public sector and is more important.

Last, the differential between the public and private sectors has to be
explained. The difference in mean wages between the public and private
sectors is 3700 TL; 2500 TL of this difference is explained by differences in
productivity and skill. The remaining 1200 TL is the unexplained difference.
In the total manufacturing equation, the firm size dummy variables reflect
only the effects of the private sector because there are no wage differentials
due to firm size within the public sector. The DD variable can be signifIcant
because the public sector is fully unionized and the private sector is only
partially unionized. The difference of 1200 TL could be due to the differen
tial unionization. If the assumptions about the degree of unionization in the
private sector are correct-that is, firms employing fewer than 50 workers are
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nonunionized, fmns employing between 50 and 100 workers are 50 percent
unionized, and fmns employing 100 or more workers are 100 percent
unionized-then the maximum unionization rate for the private sector turns
out to be 70 percent. All things being equal, just due to unionization, one
would expect the wages in private sector to be 800 TL (0.30 X 2600) lower
in the public sector, and this is the minimum difference. So the differences
just in the unionization rate can explain the higher wages in the public sector.

In addition to the above fmdings, this model explains the interindustry
differences in wages. Two-digit industry dummy variables added to Eq. (8)
turn out to be all nonsignificant.

As the general conclusion, it is possible to argue that relative wages in
Turkish manufacturing are largely determined by labor's productivity, skill,
and the degree of unionization. For the purposes of this chapter, unionization
seems to make a significant impact on relative wages. Union wages are at
least 30 percent higher than comparable nonunion wages.

Development of the Relative Wage Structure in the Private Sector

When the job structures and employing agencies are analyzed in Turkey,
one is struck by the dual structure of the urban economy. On one side are the
state-owned and large private fmns, and on the other side are the small
artisan shops and manufactories. In the large-firm (modem) sector, labor is
highly organized, unionized, and well paid and holds highly stable jobs. In the
small-firm sector, wages are low, labor is nonunionized, and furthermore
labor turnover is very high.26

In the previous time-series analyses, the modem sector and some part of
the small industry sector are lumped together into one aggregate manufac
turing sector. Since the small fmns are not unionized, the use of aggregate
data might seriously bias the results on the effect of uniqns. Since small firms
are not unionized, the use of aggregate data might underestimate the effect of
unionization. It is also evident from the preceding section that differential
unionization exists only in the private sector.

Therefore, the changes over time in wages in unionized and nonunionized
firms have to be analyzed. In accordance with the findings of the last section,
firms in the private sector are divided into four groups. The largest size group
(100 or more workers) will be assumed to be wholly unionized.

The data categorized by size exist only for the years from 1963 to 1971
with 1969 missing. Also data on small industry, that is, firms employing 10
or fewer workers, exist only for the years 1963 and 1970. The firms are
divided into four groups: The first group is the very small firms employing
between 10 and 49 workers. The intermediate firms are the ones employing
between 50 and 99 workers. The large firms are the ones employing 100 or
more workers. In Table 13.7 wages in each size group are expressed as a
percentage of the wages in the large firms (100 or more workers).
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TABLE 13.7

Relative Wages in the Private Sector

Year and
Sector Size Wages Relative Wages

1963
0-10 2.518 0.392
10-50 3.786 0.589
50-100 5.140 0.800
Over 100 6.426 1.00

1964
0-10
10-50 4.616 0.627
50-100 5.598 0.761
Over 100 7.360 1.000

1965
0-10
10-50 4.845 0.633
50-100 5.912 0.773
Over 100 7.653 1.000

1966
0-10
10-50 5.166 0.603
50-100 7.068 0.824
Over 100 8.574 1.000

1967
0-10
10-50 5.740 0.711
50-100 6.036 0.748
Over 100 8.072 1.000

1968
0-10
10-50 6.299 0.583
50-100 8.297 0.768
Over 100 10.802 1.000

1970
0-10 5.638 0.417
10-50 11.705 0.867
50-100 12.660 0.937
Over 100 13.507 1.000

1971
0-10
10-50 11.128 0.572
50-100 15.793 0.812
Over 100 19.450 1.000
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The first result of Table 13.7 is that there are tremendous differences in
wages of workers employed in very small or small industries when compared
to the wages of workers in large firms.27

The more interesting point is that the relative wages have not shown any
discernible trend in the process of unionization. Wages in small firms have
grown at about the same rate as the wages in large firms. Unionization seems
to have affected all firms equally. Large firms might have been affected
through the formation of unions in their plants and smaller firms through the
threat of unionization. However, the constancy ofwage ratios implies that
absolute wage differences have grown in the process ofunionization. In -the
process of development, with greater mobility of labor, a tendency toward
wage equalization should be observed. In Turkish manufacturing, this equal
izing tendency has not been observed.

In any case, the use of aggregate data has not biased the results of the
preceding sections.

Conclusion

When the different aspects of labor behavior are summed up, a quite
consistent picture emerges. In post-1963 Turkey, unionization seems to have
been an important factor. However, it is quite fallacious to see labor as being
the only organized group in the society. Labor as a pressure group is
counteracted by other· groups in society that have conflicting interests. In
addition, military intervention in 1971 has definitely been antilabor, a
situation not observed in the previous military intervention of 1960. There
fore, the effects of union activity have been tempered by other groups that
have utilized the political system far more to their advantage than the unions.
This contrasts with sottle of the findings in other underdeveloped countries,
where usually labor becomes the only organized groUp.28 The conclusions of
this chapter do indicate a significant impact by the unions however one tends
to measure this impact. However, certain developments that have taken place
in the post-1963 period have worked against union activity. The first is the
general change in terms of trade between agriculture and industry. Price
ratios have moved in favor ofagriculture starting in 1968. Also this move has
been mainly engineered by the state through agricultural support prices.

The second major development has been the military intervention in 1971
and the subsequent martial law. In all the analyses of this study, this event
has been the most pronounced force against labor. Martial law is also very
indicative of what could have happened to labor had it not organized in
unions! Both agriculture through its voting power and big business through its
importance in today's economy are very powerful interest groups. Of course
it is impossible for these groups individually to gain beyond the normal
productivity increases without affecting the share of other groups. The gains
achieved by agriculture had to be compensated through the loss ofsome other
group in the society. In the post-1967 period, one also observes an attempt
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by labor to improve its relative position. If labor had been left to achieve this
gain through union activity, then the only losers had to be the capitalists, or
the government had to reverse its pro-agriculture price policies. Martial law
has to be seen in this distributional context. By the use of force and the
banning of union activity, labor turned out to be the loser in this fight for
relative shares. When this force was removed, the attempts to increase their
shares by these groups led to an explosive inflationary spiral. Therefore, we
can fairly confidently conclude that, given the pro-agriculture and pro
business attitudes ofthe governments in the post-1965 period, without union
ization, labor would have lost tremendously against other groups in the
economy. By unionization, labor has barely kept up with the rest of the
economy.

When the intralabor earnings differentials are analyzed, union impact
turns out to be very important. Unionized labor receives a much higher pay
than the nonunion worker. More generally, urban labor markets are com
partmentalized into a high-wage union sector and a low-wage nonunion
sector. The exact dynamics of interaction between these two compartments
are not known but is of primary importance to the future developments of
labor in the Turkish economy. Especially the question of who ends up in
which market has to be answered if the process of changes in income
distribution is to be illuminated.

As argued in the introduction, this chapter is an incomplete analysis of the
unionization and union impact in Turkish manufacturing. Its boundaries are
circumscribed by the availability of published data. For a more thorough
analysis new data have to be generated.

Probably the best evaluation of the effects of unionization can be done by
workers themselves. In his survey of workers covered by collective bargain
ing agreements Tuna29 found that 57 percent of the workers interviewed said
that the income and working conditions that were achieved were due solely to
the collective bargaining law. Another 9.4 percent said that these gains were
partially due to collective bargaining. Only 16.9 percent said that unions had
no effect. Also, when asked for the future expected advantages ofthe unions,
only 1 percent said that unions will have no effect; 99 percent believe that
unions will (1) improve mainly their wages (55 percent), (2) improve mainly
their working conditions (7 percent), and (3) achieve job security (7.2
percent). I think this overwhelming positive impression of unions could only
be fonned if the unions were substantially significant in their impact.

Appendix

The Appendix inclUdes the two-digit industry estimates of the equations
given the text for the aggregate sectors. The tables are arranged in a way that
corresponds to the tables in the text. For example, Table 13.1 in the text gives
the relative share equations for the aggregate sectors. Table 13.A.1-A in the
Appendix gives the two-digit industry estimates for the private sector. The



TABLE 13.A.l-A
Relative Share Equations (private sector)

Sector No. C T DU TDU R2 D.W:· F

20 (food) 0.245Q 0.002 0.046 -0.001 0.274 1.901 2.648
(10.489) (0554) (0.555) (-0.200)

23 (textiles) 0.325Q 0.002 -0.047 0.001 0.076 1.319 0.577
(16.237) (0.901) (-0.664) (0.268)

25 (wood & cork) 0.261Q 0.006b 0.096 -0.008c 0.279 2.703 2.708
(13.260) (2.683) (1.374) (-2.015)

27 (paper) 0.232Q O.Ollb 0.255c -0.022b 0.316 2.630 3.233
(5.700) (2.311) (1.757) (-2.590)

29 (printing) 0.32QD 0.006 0.345b -0.019c 0.202 1.135 1.768
(7.386) (1.037) (2.151) (-2.055)

30 (rubber) 0.278Q 0.013Q -0.269c 0.002 0.477 1.701 6.373
~(7.270) (2.943) (-1.975) (0.282)

31 (chemicals) 0.226Q 0.003c 0.006 -0.0001 0.595 2.068 10.264
O'ti
~

(20.347) (2.073) (0.1739) (-0.059) ~

33 (nonmetallic 0.39QD -0.002 -0.040 0.002 0.145 1.802 1.184 ~

is'
minerals) (16.708) (-0.766) (-0.476) (0.3307) ....

~.

34 (basic metal) 0.285Q -0.001 -0.433Q 0.022Q 0.430 1.573 5.283
~

tI.:l
(9.034) (-0.142) (-3.854) (3.339) ~

~

35 (metal products) 0.296Q 0.007Q

0.077 -0.008c 0.343 2.284 3.658 ~

(3.208) ~

(16.639) (1.218) (-2.065) ~

36 (machinery) 0.347Q -0.0004 -0.226c 0.013 0.167 1.010 1.404'
;:s
I::l..

(9.746) (-0.086) (-1.941) (1.706) ~
37 (electrical 0.562Q -0.029Q

-0.415 0.039b 0.370 0.793 4.105 o·
machinery) (5.716) (-3.420) (-1.599) (2.595)

;:s
~.

~....o';:s
*Durban Watson statistic.

Note: t statistics are given in parentheses. ~
QSignificant at 99%.

\()

bSignificant at 95%.

cSignificant at 90%.



TABLE 13.A.I-B
Relative Share Equations (public sector) ~

~
<;::)

Sector No. C T DU TDU R2 D.W:· F
;A..

20 (food) 0.0982Q 0.008Q -0.266Q 0.01<Y' 0.779 1.635 24.617 S
~(4.482) (3.176) (-3.413) (2.415) ~
;::s

21 (beverages) 0.176Q -0.005c -0.015 0.003 0.151 1.556 1.244 ;A..

(8.163) (-1.799) (-0.217) (0.793) ~
23 (textiles) 0.333Q O.013Q 0.130 -O.Ollc 0.555 1.293 8.731 ~

(11.784) (3.773) (1.208) (-2.036)
25 (wood & cork) 0.563Q 0.001 -0.172 0.006 0.019 1.965 0.122

(6.817) (0.099) (-0.585) (0.399)
27 (paper) 0.484Q -0.013c -0.126 0.016 0.138 2.145 1.116

(7.365) (-1.717) (-0.539) (1.181)
31 (chemicals) 0.906Q -0.048Q 0.022 0.021 0.562 2.294 9.035

(9.211) (-4.137) (0.689) (1.108)
33 (nonmetallic 0.464Q -0.009c -0.562Q 0.030 0.454 2.037 5.809

minerals) (12.025) (-1.901) (-4.064) (4.041)
34 (basic metal) 0.451 Q -0.013 -0.282 0.018 0.177 1.400 1.509

(6.098) (-1.347) (-1.176) (1.312)
35 (metal products) 1.202Q -0.056b -1.053 0.079c 0.230 1.615 2.088

(5.484) (-2.162) (-1.349) (1.752)
36 (machinery) 0.559Q -0.006 -0.177 0.011 0.030 1.898 0.194

(5.816) (-0.553) (-0.566) (0.620)

*DurbanWatson statistic.

Note: t statistics are given in parentheses.

Q Significant at 99%.

bSignificant at 95%.

CSignificant at 90%.



TABLE 13.A.2-A

Modified Relative Share Equations (private sector)

Sector No. C T CU DU TDU DF R2 D.W.* F

20 (food) 1.719 0.002 -1.475 0.043 -0.001 -0.036 0.351 2.099 2.057
(1.474) (0.614) (-1.264) (0.562) (-0.178) (-0.814)

23 (textiles) 1.622Q 0.003 -1.302b -0.092 0.003 -0.034 0.330 1.799 1.873
(2.905) (1.443) (-2.324) (-1.513) (0.708) (-1.002)

25 (wood & 0.736b 0.008Q -0.482 0.063 -0.008c 0.049 0.367 2.668 2.202
cork) (2.227) (3.068) (-1.441) (0.904) (-2.065) (0.400)

27 (paper) 1.448Q -0.006 -1.091Q -0.003 0.002 0.053 0.566 2.575 4.947
(3.832) (-0.911) (-3.231) (-0.020) (0.243) (0.822)

29 (printing) 0.339 0.006 -0.007 0.328b -0.018c -0.008 0.215 1.147 1.039
(0.394) (0.859) (-0.008) (2.130) (-1.905) (-0.086)

30 (rubber) 1.076Q 0.008 -0.76Qb -0.337Q 0.009 -0.071 0.630 1.567 6.469 ~
(3.362) (1.667) (-2.509) (-2.936) (1.325) (-1.103) Cl'tl

~

31 (chemicals) 0.462Q 0.003b -0.238c -0.025 0.001 -0.015 0.675 2.564 7.885 J'l

(3.832) (2.425) (-1.971) (-0.666) (0.536) (-0.751) ~
~

33 (nonmetallic 2.34oa -0.007Q -1.912Q -0.235Q 0.015Q -0.718b 0.561 2.179 4.850 is'.....
minerals) (4.808) (-2.934) (-4.009) (-3.132) (3.206) (-2.106)

~.

~

34 (basic metal) 0.688 -0.0007 -0.403 -0.346Q 0.017Q 0.103c 0.543 1.731 4.514 ~
(1.673) (-0.203) (-0.983) (-3.457) (2.895) (1.825) ~

~
35 (metal 0.231 0.007b 0.064 0.058 -0.007c -0.042 0.391 2.259 2.444 J'l

products) (0.543) (2.846) (0.152) (0.947) (-1.230) ~:=
36 (machinery) 1.424Q 0.003 -1.064Q -0.142 0.009c -0.048 0.606 1.280 5.845

~

~37 (electrical (5.924) (-0.995) (-4.507) (-1.628) (1.889) (-0.981) o'
machinery) 2.757Q 0.021 -2.574Q 0.303 -0.030 0.048 0.678 0.923 7.999 :=

~.

(5.290) (1.581) (-4.235) (-4.235) (-1.572) (0.460) ~.....
o':=

·Durban Watson statistic.

Note: t statistics are given in parentheses. ~
~

QSignificant at 99%.
~

bSignificant at 95%.

CSignificant at 90%.



TABLE 13.A.2-B

Modified Relative Share Equations (public sector)
.t:..,

~

Sector No. C T CU DU TDU DF R2 D.W:· F
;A.

20 (food) 0.589 0.009a -0.497 -0.22oa 0.010b -0.72c 0.825 1.784 17.947 is"
~

(1.554) (3.598) (-1.297) (-3.141) (2.319) (-1.840) ~
;:s

21 (beverages) 1.529a -0.008a -1.33oa -0.034 0.007a -0.019 0.807 2.051 15.879 ;A.

(9.069) (-6.159) (-8.044) (-0.961) (3.362) (-0.939) ~

23 (textiles) 3.283a 0.006b -2.908a 0.0002 0.00000 -0.63c 0.841 1.738 20.038 ~

(5.896) (2.690) (-5.300) (0.004) (0.001) (-1.840)
25 (wood and 2.962b 0.010 -2.468c 0.191 -0.014 -0.240 0.252 2.116 1.278

cork) (2.279) (0.948) (-1.849) (-0.579) (-0.717) (-1.661)
27 (paper) 2.173b -0.021 b -1.639b -0.170 0.024c -0.108 0.369 2.278 2.221

(2.757) (-2.679) (-2.149) (-0.877) (2.070) (-0.925)
31 (chemicals) 2.822b -0.05oa -1.90OC -0.020 0.024 0.049 0.631 1.802 6.506

(2.743) (-4.446) (-1.870) (-0.065) (1.293) (0.268)
33 (nonmetallic 0.687 -0.008 -0.231 -O.. 48(JJ 0.027b -0.005 0.466 1.952 3.311

minerals) (1.345) (-1.466) (-0.438) (-2.956) (2.788) (-0.064)
34 (basic metal) 4.561 a -0.018b -4.081a -0.274 0.022c -0.086 0.516 1.245 4.043

(3.922) (-2.519) (-3.539) (-1.396) (1.950) (-0.758)
35 (metal 4.561a -0.028 -3.937a 1.304 -0.051 0.498 0.513 1.918 4.009

products) (4.320) (-1.222) (-3.302) -1.423) (-0.993) (1.368)
36 (machinery) 2.206a -0.032b -1.457b (-0.708C

) 0.055 -0.121 0.285 2.100 1.512
(3.416) (-2.248) (2.574) (-2.039) (2.348) (-0.728)

*Durban Watson statistic.
Note: t statistics are given in parentheses.
a Significant at 99%.
bSignificant at 95%.
CSignificant at 90%.
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TABLE 13.A.3-A and B
Changes in Wages and GNP Per Capita

Private Sector Public Sector

Sector No. W W-GNP/N W W-GNP/N

20 (food)
1950--1963 520.72 37.24 352.15 -131.33
1964-1975 526.60 -77.68 399.55 -164.73
1950--1975 2885.03 44.26 1675.15 -1165.62

21 (beverage)
1950--1963 353.31 -130.17
1964-1975 522.46 -41.82
1950--1975 2377.69 -463.08

23 (textiles)
1950--1963 465.63 -17.85 426.20 -57.28
1964-1975 572.32 8.04 485.02 -79.26
1950--1975 2812.28 -28.49 2293.87 -546.90

25 (wood & cork)
1950--1963 515.23 31.75 524.42 40.94
1964-1975 506.88 -57.4 570.12 5.84
1950--1975 2799.92 -40.85 3158.58 317.81

27 (paper)
1950--1963 571.06 87.58 446.59 -36.89
1964-1975 561.02 -3.26 545.75 -18.53
1950--1975 3197.19 356.42 2679.04 -161.73

29 (printing)
1950--1963 560.56 77.08
1964-1975 337.84 -226.44
1950--1975 1700.71 -1140.06

30 (rubber)
1950--1963 532.19 48.71
1964-1975 683.48 119.20
1950-1975 3919.45 1078.68

31 (chemicals)
1950--1963 672.49 189.01 354.31 -129.17
1964-1975 535.01 -29.27 576.78 12.50
1950--1975 3655.38 814.61 2252.15 -588.62

33 (nonmetalic minerals)
1950--1963 454.64 -28.84 349.41 -134.07
1964-1975 507.78 -56.5 501.48 -62.80
1950--1975 2457.72 -383.05 2262.82 -577.95

34 (basic metal)
1950--1963 559.58 76.1 412.56 -70.92
1964-1975 525.19 -39.09 518.14 -46.14
1950--1975 3256.98 416.21 2518.01 -322.76

35 (metal products)
1950--1963 440.88 -42.6 487.91 4.43
1964-1975 403.67 -160.61 556.06 -8.22
1950--1975 1976.48 -864.29 2998.21 157.44

36 (machinery)
1950--1963 736.32 252.84 480.94 -2.54
1964-1975 439.26 -125.02 452.11 -112.17
1950--1975 3723.46 882.69 2636.35 -204.42

37 (electrical machinery)
1950--1963 286.26 -197.22
1964-1975 457.23 -107.05
1950--1975 1433.23 -1407.54



TABLE 13.A.5-A
Wage Equations (private sector) ~

~
~

Sector No. C CPI VPR DF DU CPI·D VPR'DU R2 D.W:* F
~

20 (food) S
1 0.062b 0.977Q -0.285 -0.119b 0.595 2.044 9.790

~
~

(2.725) (4.346) (-0.665) (-2.266)
~

~

2 0.057b 0.94oa 0.0009 -0.126b 0.018 0.603 2.040 7.215 ~

(2.356) (4.010) (0.020) (-2.342) (0.623) ~

3 0.085Q 0.424 0.155 -0.131 b -0.060 0.766c -0.038 0.740 2.021 8.051
(3.307) (1.660) (0.939) (-2.590) (-1.449) (2.053) (-0.200)

23 (textiles)
1 -0.024 1.02P 0.551 Q -0.301 Q 0.728 2.412 17.823

(-0.764) (5.229) (4.147) (-3.932)
2 -0.033 0.958Q 0.549Q -0.319Q 0.038 0.747 2.440 14.048

(-1.057) (4.801) (4.184) (-4.137) (1.212)
3 0.010 0.692b 0.404b -0.345Q -0.041 0.311 0.336 0.775 2.365 9.743

(0.231) (2.304) (2.423) (-4.232) (-0.638) (0.693) (-1.038)
25 (wood & cork)

1 0.054c 0.621 b 0.22oa -0.573 0.554 1.801 7.958
(1.898) (2.794) (2.967) (-0.665)

2 0.056c 0.63Qb O.223Q -0.053 -0.008 0.545 1.832 5.958
(1.834) (2.706) (2.876) (-0.581) (-0.187)

3 0.003 0.609c 0.408Q -0.143 0.009 0.481 -0.392b 0.683 1.918 6.105
(0.906) (2.062) (3.845) (-1.634) (0.160) (1.089) (-2.653)

27 (paper)
1 0.119 0.306 0.146 -0.269 0.207 1.920 1.739

(1.533) (0.485) (1.294) (-1.075)
2 0.110 0.261 0.138 -0.294 0.036 0.212 1.903 1.279

(1.326) (0.396) (1.177) (-1.108) (0.355)
3 0.175 -0.452 0.112 -0.342 -0.110 1.445 -0.005 0.264 2.038 1.014

(1.662) (-0.482) (0.667) (-'-0.129) (-0.642) (1.055) (-0.022)



TABLE 13.A.5-A (continued)
Wage Equations (private sector)

Sector No. C CPI VPR DF DU CPI·D VPR·DU R2 D.W;* F

29 (printing)
1 0.069c 0.382 0.088 0.158 0.205 1.806 1.719

(1.838) (1.346) (0.921) (1.389)
2 0.087b 0.494c 0.093 0.194c -0.070 0.302 1.863 2.052

(2.302) (1.755) (1.019) (1.70) (-1.622)
3 0.074 0.538 0.148 0.166 -0.062 0.094 -0.113 0.312 1.944 1.284

(1.184) (1.186) (0.910) (1.244) (-0.712) (0.135) (-0.498)
30 (rubber)

1 0.086b 0.616b 0.14Q'l -0.137 0.407 1.540 4.565
(2.360 (2.290) (2.922) (-0.332) ~2 0.080b 0.565c 0.133b -0.150 0.029 0.419 1.507 3.422 O'tl

(0.634)
(1)

(2.097) (1.987) (2.660) (-1.411) ~

3 0.072 0.208 0.468Q -0.16F -0.006 0.740 -0.356b 0.600 1.990 4.252 ~
(1)

(1.621) (0.579) (2.963) (-1.725) (-0.086) (1.481) 5".....
31 (chemicals) ~.

(1)

1 0.062b 0.493c 0.35oa -0.058 0.516 2.807 7.107 t'.l;::ro

(2.151) (2.056) (3.064) (3.064) (-0.948) l::l
~

2 0.065c 0.508c 0.347Q -0.054 -0.010 0.518 2.807 5.103 ~

(2.066) (2.021) (2.964) (-0.820) (0.275) l::l
;:s

3 0.066 0.347 0.432Q -0.071 -0.026 0.787 -0.441 0.588 2.827 4.045 l::l..

(1.677) (1.080) (3.168) (-1.067) (-0.431) (1.396) (-1.577) ~c·33 (nonmetallic ;:s

minerals)
~.

l::l

1 0.06Qb 0.869Q 0.010 -0.086 0.576 2.576 9.041
.....
c'

(2.796) (4.876) (0.133) (-0.844)
;:s

2 0.053b 0.839Q 0.006 -0.099c 0.027 0.597 2.597 7.038 ~

(2.331) (4.642) (0.074) (-2.046) . (1.006) ~
VI

3 0.070b 0.676b -0.015 -0.113b -0.020 0.353 0.071 0.630 2.755 4.815
(2.588) (2.223) (-0.106) (-2.230) (-0.432) -0.899) (0.410)



~
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TABLE A.13.5-A (continued) 0\

Wage Equations (private sector) ~

is
Sector No. C CP/ VPR DF DU CP/'D VPR 'DU R2 D.W:* F

:!
~
;::s

34 (basic metal) ~

~
1 0.057 0.833b 0.006 0.180 0.327 2.303 3.233 ~

(1.240) (2.517) (0.790) (1.415)
2 0.062 0.867b 0.066 0.189 -0.020 0.331 2.302 2.355

(1.268) (2.475) (0.772) (1.430) (-3.71)
3 0.058 0.908 0.068 0.190 -0.011 -0.078 -0.005 0.332 2.303 1.408

(0.905) (1.691) (0.588) (1.349) (-0.108) (-0.105) (-0.028)
35 (metal

products)
1 0.051 0.663b 0.168 -0.129 0.366 2.602 3.849

(1.546) (2.720) (1.170) (-1.409)
2 0.050 0.66Qb 0.167 -0.130 0.002 0.366 2.595 2.743

(1.415) (2.563) (1.136) (-1.356) (0.044)
3 0.035 0.448 0.459b -0.985 0.028 0.563 -0.679b 0.552 2.357 3.484

(0.890) (1.377) (2.606) (-0.138' (0.455) (1.220) (-2.566)
36 (machinery)

1 0.024 1.028Q 0.257Q -0.128b 0.682 2.166 14.277
(0.828) (4.795) (4.704) (-2.160)

2 0.023 1.023Q 0.258Q -1.13OC 0.004 0.682 2.148 10.184
(0.703) (4.575) (4.544) (-0.068) (0.122)

3 0.033 1.005Q 0.221 Q -0.103 -0.005 -0.220 0.233 0.719 2.402 7.256
(0.802) (3.091) (3.365) (-1.539) (-0.077) (-0.462) (1.491)



TABLE 13.A.5-A (continued)

Sector No. C CPI VPR DF DU CPI'D VPR'DU R2 D.W:* F

1.454

2.409

3.138.320 2.944

0.339 2.966

0.337 2.961

0.087
(0.180)

-0.283
(-0.260)

0.044
(0.686)

0.065
(0.551)

-0.060
(-0.408)

-0.080
(-0.528)

-0.075
(-0.468)

1.064b

(2.790)
0.986b

(2.451)
1.068c

(1.748)

-0.001
(-0.028)

-0.016
(-0.280)

-0.023
(-0.305)

*Durban Watson statistic.

Note: t statistics are given in parentheses.

aSignificant at 99%.

bSignificant at 95%

CSignificant at 90%.

3

2

37 (electrical
machinery)
1 0.105

(1.054)
f).121

(1.168)
0.121

(1.043)
--------------- -------------'------------------



TABLE 13.A.5-B
Wage Equations (public sector) t

Sector No. C CP/ VPR DF DU R2 D.W.* F
00

CP/'D VPR'DU

20 (food) ~

S
1 0.015 1.19<Y' 0.079 -0.203Q 0.644 2.843 12.068 ~

~

(0.497) (4.430) (1.438) (-3.025) ::s

2 0.002 1.114Q 0.087 -0.224Q 0.046 0.670 2.923 9.651 ~

~
(0.084) (4.088) (1.595) (-3.273) (1.224) ~

3 0.018 0.927c 0.091 -0.243Q 0.001 0.358 0.092 0.689 3.015 6.264
(0.423) (1.935) (1.233) (-3.333) (0.020) (0.601) (0.606)

21 (beverages)
1 0.0963b 0.429 0.645 -0.115 0.232 2.380 2.014

(2.700) (1.506) (1.351) (-1.460)
2 0.069c 0.307 0.053 -0.167b 0.103b 0.437 2.748 3.693

(2.078) (1.206) (1.266) (-2.319) (2.634)
3 0.070 0.347 0.027 -1.162c 0.098 -0.053 0.439 0.445 2.764 2.273

(1.701) (0.911) (0.391) (-2.077) (1.406) (-0.098) (0.486)
23 (textiles)

1 0.033 0.78<Y' 0.326Q -0.286Q 0.723 1.893 17.383
(1.283) (3.654) (3.601) (-3.788)

2 0.024 0.729Q 0.324Q -0.301 Q 0.032 0.737 1.896 13.291
(0.907) (3.321) (3.581) (-3.912) (1.002)

3 0.061 c 0.279 0.335Q -0.313Q -0.060 0.812c 0.048 0.796 1.972 11.082
(2.046) (0.951) (3.641) (-4.356) (-1.151) (1.936) (0.204)

25 (wood & cork)
1 0.007 1.518Q 0.064 -0.172c 0.543 2.062 7.932

(0.164) (4.825) (0.895) (-1.897)
2 -0.002 1.488Q 0.072 -0.187c 0.025 0.549 2.117 5.782

(-0.044) (4.553) (0.966) (-1.919) (0.488)
3 0.059 1.103b -0.055 -0.268b -0.062 0.512 0.289c 0.647 2.118 5.195

(1.089) (2.526) (-0.594) (-2.718) (-0.753) (0.817) (1.967)



27 (paper)
TABLE 13.A.5-B (continued)

1 0.048 1.132c 0.035 -0.282c 0.197 2.402 1.637
(.615) (2.010) (0.312) (-1.198)

2 0.037 1.073c 0.040 -0.305 0.0387 0.205 2.395 1.222
(0.431) (1.813) (0.346) (-1.237) (0.422)

3 -0.002 1.296 0.117 -0.182 0.117 -0.409 -0.203 0.237 2.315 0.879
(-0.015) (1.452) (0.777) (-0.615) (0.685) (-0.333) (-0.822)

31 (chemicals)
1 0.006 1.376c 0.060 -0.003 0.187 2.990 1.531

(0.063) (1.819) (0.708) (-0.452)
~2 -0.018 1.265 0.064 -0.131 0.082 0.207 3.062 1.240

(-0.183) (1.616) (0.740) (-0.610) (0.696) ~
~

3 0.093 0.685 -0.098 -0.128 -0.115 0.621 0.391 b 0.446 3.229 2.278 ~

(0.860) (0.720) (-0.994) e-0.644) (-0.665) (0.442) (2.467) ~

i:S"
33 (nonmetallic

....
~.

minerals)
~

1 0.098 0.222 0.148 0.118 0.090 2.637 0.656 ~
5:::l

(1.481) (0.429) (1.056) (0.610) ~
~

2 0.078 0.097 0.166 0.087 0.067 0.120 2.620 0.646 5:::l

(1.106) (0.178) (1.159) (0.439) (0.806)
;:s
$:l..

3 0.094 -0.209 0.217 0.078 0.044 0.520 -0.186 0.139 2.642 0.458 ~
(1.079) (-0.245) (1.261) (0.375) (0.294) (0.453) (-0.490) o'

34 (basic metals)
;:s
~.

1 0.067 0.774b -0.011 0.111 0.286 2.242 2.668 5:::l....
(1.682) (2.522) (-0.224) (0.948) o';:s

2 0.060 0.728b -0.006 0.098 0.026 0.295 2.228 1.989
(1.372) (2.23) (-0.119) (0.804) (0.501) -I:l..

-I:l..

3 0.077 0.475 0.008 0.091 -0.018 0.451 -0.007 0.311 2.282 1.281 '0

(1.448) (0.893) (0.119) (0.701) (-0.190) (0.631) (-0.052)



~
Otc

TABLE 13.A.5-B (continued) ~

B
35 (metal

Wage Equations (public sector) ~
~

products)
;::c

~

1 0.019 1.326a 0.047 -0.119 0.480 2.124 6.146 ~
(0.443) (3.418) (1.005) (-1.170) ~

2 0.009 1.251a 0.056 -0.132 0.037 0.490 2.179 4.564
(0.188) (3.036) (1.123) (-1.251) (0.622)

3 0.015 1.199c 0.052 -0.113 0.020 -0.016 0.105 0.499 2.300 2.821
(0.255) (1.884) (0.906) (-0.919) (0.202) (-0.018) (0.505)

36 (machinery)
1 0.033 1.180b 0.095 -0.246c 0.363 3.070 3.797

(0.551) (2.381) (1.702) (-1.820)
2 0.017 1.103b 0.100c -0.272c 0.055 0.379 3.045 2.899

(0.260) (2.147) (1.755) (-1.918) (0.702)
3 0.034 0.861 0.113 -0.294c 0.005 0.605 -0.059 0.393 3.073 1.835

(0.405) (1.161) (1.608) (-1.913) (0.041) (0.550) (-0.439)

*Durban Watson statistic.

Note: t statistics are given in parentheses.

aSignificant at 99%.

bSignificant at 95%.

CSignificant at 90%.
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TABLE 13.A.7
Relative Wages in the Private Sector

Sector Size 1963 1964 1965 1966 1967 1968 1970 1971

3.139 0.565 0.703 0.586 0.549 0.538 0.537 0.589
0.895 0.892 0.960 0.766 0.703 0.664 0.647 0.697
1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000

0.527 0.665
0.523 0.547 0.731 0.710 0.674 0.681 1.189 0:479
0.669 0.650 0.774 0.800 0.779 0.823 1.507 0.614
1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000

0.533 0.533
0..631 1.050 0.836 0.9270.704 0.747 0.739 0.622
0.820 1.155 1.057 1.136 0.052 0.934 0.865 0.794
1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000

0.206 0.365
0.516 0.509 0.554 0.621 0.637 0.633 0.665 1.530
0.654 0.755 0.785 0.847 0.906 0.839 0.956 2.711
1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000

0.455
0.850 1.405
0.968 1.429
1.000 1.000

0.521
0.629 0.741 0.422
0.667 0.660 0.400
1.000 1.000 1.000

0.449 0.324
0.529 0.530 0.536 0.318 0.297 0.290 0.451 0.352
0.738 0.780 0.724 0.392 0.384 0.364 0.868 0.525
1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000

0.340 0.412
0.488 0.426 0.655 0.631 0.578 0.577 0.309 0.469
0.626 0.621 0.877 0.707 0.637 0.578 0.687 0.700
1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000

20 (food)
0--10
10--50
50--100
Over 100

23 (textiles)
0--10
10--50
50--100
Over 100

25 (wood & cork)
0--10
10--50
50--100
Over 100

27 (paper)
0--10
10--50
50--100
Over 100

29 (printing)
0--10
10--50
50-100
Over 100

30 (rubber)
0--10
10--50
50--100
Over 100

31 (chemicals)
0--10 0.473 0.397
10--50 0.582 0.601 0.708 0.614 0.590 0.634 0.634 0.587
50--100 0.834 0.8570.866 0.821 0.740 0.782 0.873 0.681
Over 100 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000

33 (nonmetallic minerals)
0--10 0.440 0.362
10--50 0.391 0.397 0.445 0.429 0.136 0.399 0.556 0.368
50--100 0.440 0.495 0.485 0.594 0.466 0.421 0.447 0.430
Over 100 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000

34 (basic metals)
0--10
10--50
50--100
Over 100
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TABLE 13.A. 7 (continued)
Relative Wages in the Private Sector

Sector Size 1963 1964 1965 1966 1967 1968 1970 1971

35 (metal products)
0-10
10-50
50-100
Over 100

36 (machinery)
0-10
10-50
50-100
Over 100

37 (electrical machinery)
0-10
10-50
50-100
Over 100

0.311 0.383
0.709 0.685 0.681 2.938 0.679 0.691 0.892 0.550
0.994 0.867 0.973 0.931 0.898 0.863 0.833 0.772
1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000

0.309 0.308
0.596 1.069 0.682 0.660 0.730 0.865 0.683 0.530
0.712 0.806 0.903 0.819 0.906 1.039 0.727 0.672
1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000

0.366 0.354
0.575 0.865 0.815 0.777 0.652 0.703 0.668 0.551
0.724 0.858 0.907 0.855 0.721 0.693 1.174 0.675
1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000

numbering system is the same for the other tables (therefore there are no
Tables 13.A.4 and 13.A.6). The final A stands for the private sector and B
for the public sector. Due to the length ofthe chapter, specific industry results
will not be discussed.

Data

Data on the manufacturing sectors have been derived from the annual
manufacturing surveys and three censuses conducted by the State Institute of
Statistics..The consumer price index is the Istanbul Consumer Price Index
compiled by the Ministry of Commerce. GNP and population data are taken
from the national income data and population statistics published by the
State Institute of Statistics.

Notes

1. See Chapter 12.
2. T. $enyaplh, "Kent Ya~anbslylaBiitunle~memi~Kentli Niifus Sorununu Yorumlayan

Cok Yonlii bir Yakla~lm Onerisi" [A multidimensional approach proposal interpreting the
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cu. = Inqi
I In Q

i

where In Qis the estimated trend value.
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A~smdanGelir DaiJ,hmmdaki Degi§iklikler" [Changes in income distribution with respect to
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12. See A. W. Phillips, "The Relation Between Unemployment and the Rate of Change of
Money Wage Rates in the U.K., 1861-1957," Economica 25 (November 1958): 283-299.
R G. LipseY,·"The Relation Between Unemployment and the Rate of Change of Money Wage
Rates in the U.K. 1862-1957: A Further Analysis," Economica 27 (February 1960): 1-31;
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Press, 1966.
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Ross and M. L. Wachter, "Wage Detennination, Inflation and the Industrial Structure,"
American Economic Review 63 (September 1973): 675-692.

15. H. A. Turner and D. A. S. Jackson, "On the Detennination of the General Wage
Level-A World Analysis; or 'Unlimited Labor Forever,''' The Economic Journal 80 (De
cember 1970): 827-849.

16. For another justification of the use of the VPR instead of the unemployment rate, see
E. Kuh, "A Productivity Theory of Wage Levels-An Alternative to the Phillips Curve,"
Review ofEconomic Studies 34 (October 1967): 333-60.

17. Glytsos has also used VPR instead of unemployment rate for the underdeveloped
economies. See N. P. Glytsos, "Determinants of Wage and Price Changes in Less Developed
Countries," Journal ofDevelopment Economics 4 (December 1977): 315-342.
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18. Kuh, "A Productivity Theory."

19. This conclusion also emerges from the findings on relative wages given in the next
section.

20. See G. Kaya, S. OZdamar, and A. Akkok, "Tiirkiye'de Toplu pazarhk Sisteminde Yol
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28. For an example, see P. Kilby, "Industrial Relations and Wage Determinants: A failure
of the Angl~SaxonModel," Journal ofDeveloping Areas 1 (July 1967): 489-519.
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CHAPTER 14

Chambers ofIndustry in Turkey:
An Inquiry into State-Industry Relations

as a Distributive Domain

Ay§e Oneil

Introduction

This chapter takes as its point of departure an examination of the Chambers
of Industry in Turkey. Understanding the evolution and changing role of this
particular associational form is only the proximate aim ofthe study, however.
The Chambers of Industry are of interest to the extent that they constitute a
small fragment in a much more complex totality: state-industry relations in
Turkey.

State-Industry Relations in Turkey as a Distributive Domain

Who gets how much and why? This is the basic question which underlies
all discussions of income distribution. In much of the recent empirical
research, however, the second part of this question, the problem of "why,"
seems to have been almost forgotten. An excessive concern with questions of
measurement and interpretations of income differentials has led to the virtual
neglect of the more basic problem concerning the processes which generate
these differentials.

The study of dynamics of distributive systems, that is, the answer to the
question of "Who determines who gets how much?" centers around power
relationships, the resource bases for generating power, and the possible
patterns of actual power wielding in different types of societies. Accordingly,
one way of moving beyond simple description into the analysis of income
distribution as a process is to concentrate on the interplay between economic
and political interests which become structured in the process of resource
allocation.

The rubric of state-industry relations in Turkey is one allocative domain
wherein it is possible to explore the interplay between the policies that have
been followed in the search for development and the kinds of institutions and
power bases that have evolved as these policies have been pursued. Like
many other countries similarly situated in the world economy, the commit
ment to development in Turkey has been virtually synonymous with a

455
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commitment to industrialization. Specific policy measures ofthe conventional
sort adopted to accomplish this, that is, a variety of regulations intended to
encourage investments in manufacturing, arrangements whereby new indus
try is offered protection from imports, and so on, all have distributive
implications. Various broad-based commentaries on income distribution in
developing countries point out that such investment-incentive packages are
generally relevant for modem enterprises of the larger scale-that they favor
the use of capital at the expense of labor and dampen employment growth,
thereby contributing both to increased inequality of earnings among pro
ducers and among recipients of firm income.1 Within the Turkish context,
it is undoubtedly very important to be able to measure the income-distribu
tive impact of specific industrial policy measures adopted in the past two
decades. But perhaps equally important is to arrive at an understanding ofthe
institutions and power structures that have evolved as· these policies have
been pursued, for the design and implementation of any new policy will be
shaped by the economic and political interests which have become structured
in the process of past allocative decisions.

A Paradigm/or the Analysis o/Conflict and Alliance
Patterns in the Urban Sector

In attempting to understand the nature of, and constitutive alliances
between, political and economic interests in the urban sector in Turkey at
present, it is essential to focus on the allocation of two strategic resources,
namely, foreign currency and credits. Foreign currency and credits have
become scarce resources ofcritical importance with the growing weight ofthe
urban economy in Turkey and the increasing importance ofimport-dependent
manufacturing within the urban sector. The allocation of these two resources
is an important distributive domain, around which major lines of conflict in
the urban sector crystallize.2 The question of differential access to foreign
currency and credits is crucial in understanding conflict and alliance patterns
within the broader domain of state-industry relations in Turkey. Control over
these resources is a major base for generating power.

To state it in propositional form,

1. The state plays a major role in (a) restricting and regulating access to foreign
currency and credits and (b) in defming the "price" of both resources.

2. At any cross section in time, the urban economy consists of groups differen
tially placed with regard to access to these scarce resources.

3. Given differential access patterns, specific policy measures adopted by the
state either (a) intensify the divergence ofexisting economic interests and/or (b)
create new interest structures which the initial parameters ofthe policy have not
taken into account.

4. The ensuing restructuring of alliances within the urban economy in tum shapes
the path offuture changes by imposing short-term political exigencies upon long
term economic goals.
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The Chambers ofIndustry as a Specific Focus ofStudy

The dialectics of political and economic change encompassed under the
rubric of state-industry relations is so complex that it is difficult to see how
appropriate data may be collected overall. The Chambers of Industry repre
sent one fragment in a complex structure in a complex process ofchange. The
advantage of focusing on such a small fragment is that it is easier to control
the total amount of information needed in specifying the relations between
parts of the relevant totality. A series of very specific studies attempting to
analyze the working parts of a totality is probably the best way ofproceeding,
providing the theoretical whole is kept in mind.

The reasons for selecting the Chambers of Industry as the specific
fragment to focus upon are several. First, as business associations, their
evolution and current role reflects the changing structure of industry and
business in Turkey.3 Second, in contrast to employers' associations, which
are concerned with labor-industry relations, the Chambers of Industry are
organizations set up with the explicit. and stated aim of mediating between
industry and the state in Turkey.4 Finally, their history spans the period from
1950s up to the present, characterized by the growth of the urban sector and
the increasing importance of import-substituting industry within it. Thus in
attempting to understand the shifting conflict and alliance patterns in time
perspective, the Chambers of Industry represent an appropriate point of
departure.

Information on the Chambers of Industry was gathered in two simul
taneous sequences: documentary analysis and focused interviews with in
formed participants. The examination and interpretation of a vast quantity of
economic, legal, and administrative documents provided the necessary back
ground for intensive interviews. The information obtained though interviews
was in turn played against that available in periodicals, various leaflets,
internal documents, and reports of various bodies.

In the rest of this chapter, there are three substantive sections. In the next
section we shall discuss the present organizational framework of the cham
bers and emphasize two salient axes of interorganizational conflict. In the
third section these interorganizational conflicts are placed within the context
of a stylized history of state-industry relations. Written in fairly straightfor
ward narrative fashion, this section provides basic factual information on the
establishment and functions of the Chambers of Industry. The last section
picks up some of the themes touched upon in the previous sections in a more
analytical fashion and centers upon diversification, cleavage, and conflict in
Turkish industry in the late 1970s.

The Present Organizational Context of the Chambers of Industry

Trade and industrialists' organizations in Turkey are set up on a locality
basis rather than on a branch of industry or trade basis. There are no
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coordinative bodies at the regional level. All local organizations are directly
attached to a single peak organization at the national level, which represents
a vast network composed of 241 distinct and separate chambers and ex
changes. The formal-legal framework within which the chambers presently
operate dates back to 1950 and is presented in Figure 14.1.5

The Union of Chambers is a highly centralized organization which enjoys
powers and authority independently of its constituent members. Its annual
budget exceeds 10 million TL, and an administrative staff of approximately
300-400 full-time employees is on its payrolls.6 Every local chamber and
exchange is legally obliged to join the union and, depending on its size, to
contribute 2.5 to 10 percent of its revenues. Approximately 50 percent of the
income of the union comes from these subscription dues. The rest is derived
from the discharge of certain administrative functions delegated by the
government, that is, fees charged for certain quasi-governmental service!».
Not only does the union have considerable financial resources apart from the
contributions of constituent chambers and exchanges, but also its power,
functions, and duties, in short its basic organization, is defined by law and
cannot be changed through voluntary actions of members to meet new and
changing requirements.

The Union of Chambers embodies a highly diverse set of local organiza
tions whose needs and demands are often in conflict with one another. These
conflicts revolve around two central axes.

Commercial Versus Industrial Chambers

There were 8 Chambers of Industry within the rubric of the union, .131
Chambers of Commerce and Industry, 50 Chambers of Commerce, and,
finally, 52 commodity exchanges in 1977. These numbers do not reflect the
membership strength or the economic significance of the constituent parts,
however. Nor do they reveal the clear bifurcation between commercial and
industrial chambers which exists in practice. To be able to present a more

FIGURE 14.1
Union o/Chambers o/Commerce and Industry;
Chambers 0/Industry; Chambers ofCommerce

and commodity exchanges.

Union of Chambers of Industry

Chambers of Industry Chambers of
Commerce

Chambers of Commerce
and Industry

Commodity exchanges
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accurate picture, it is necessary to say a few words about the formal-legal
framework which governs the establishment of the four different types of
organizations involved and also the system of representation at the union
level.

The Chambers of Commerce and Industry constitute more than halfofthe
membership of the union at present. The majority of these organizations are
located in small district centers, with only 49 in province capitals. For
administrative purposes, Turkey is divided into 67 provinces and then further
divided into 571 districts (ilc;e). All trade and manufacturing enterprises
within the municipal boundaries of either a district center or province capital
become members of the local Chamber of Commerce and Industry. In the
majority of the district centers, however, "industry" does not amount to more
than a few workshops. For practical purposes, therefore, the Chambers of
Commerce and Industry must be considered trade organizations, the term
"industry" being superfluous.' It is precisely these organizations, however,
which are preponderantly represented in the elected policymaking bodies of
the union. This is due to the existing system of weighted representation in the
general assembly of the union.

Each local chamber and commodity exchange is legally entitled to one
delegate in the General Assembly regardless of membership strength or size
of revenue. There is, however, an upper limit of representation set at ten
delegates for the bigger chambers. Due to this system of weighted represen
tation, commercial interests dominate the assembly. For instance, the com
position of the delegates at the 1973 general assembly of the union was as
follows: Chambers of Industry, 55 delegates; Chambers of Commerce and
Industry, 438 delegates; Chambers of Commerce, 166 delegates; and com
modity exchanges, 282 delegates. Thus, Chambers of Commerce and Indus
try had 47 percent of the delegates. Together with the Chambers of Com
merce, they had 64 percent of the votes. The commodity exchanges had 30
percent and the Chambers of Industry 6 percent.8 Since the Board of
Directors of the union is elected by the General Assembly, which in tum
elects the president, deputy president, and treasurer, the union administration
basically reflects commercial interests.

Despite their numerical weakness, the eight Chambers of Industry consti
tute an important dissident voice in union politics. In other words, it is
possible to talk about a struggle between commercial versus industrial
interests rather than a one-way dominance, because in terms ofthe economic
power they symbolize and the size of membership they represent, the
Chambers of Industry are much more important than their numbers suggest.

The industrial chambers are "local" organizations like the rest of the
union's constituency, but province-wide. Once a Chamber of Industry is
established in a province, all local organizations in the capital and district
centers of that province henceforth become Chambers of Commerce. The 50
existing Chambers of Commerce within the rubric of the union have come
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about precisely through such a process. They are all located in the eight
provinces where a Chamber of Industry exists.

Because they are province-wide, the eight existing Chambers of Industry
encompass, in terms of regional distribution, the majority of large- and
medium-size enterprises in Turkey. Among these, the Istanbul and Izmir
chambers are the oldest and date back to 1952. The Izmir chamber became
incorporated into an Aegean Chamber of Industry in 1954, with branches at
AydIn, Bahkesir, Manisa, and MugIa. The remaining six chambers, namely,
Ankara (1963), Adana (1966), Kayseri (1967), Eski§ehir (1968), Denizli
(1973), and Konya (1975), have all been established in the 1960s and 1970s.
Notably absent are the Bursa and Gaziantep chambers, which have been in
the process of organization since the early 1970s but have yet to be estab
lished. The difficulties encountered in the organization ofthese two chambers
in part stem from the ongoing struggle between commercial and industrial
interests.

The lack of large-scale industry is not a legal barrier to the establishment
of a Chamber of Industry in a province. In statutory terms, an "industrialist"
is defined very loosely to denote all enterprises which employ 10 workers,
and if they utilize power machinery, only 5 workers. The written request of
60 percent of such "industrialists" in a province, provided they constitute at
least 30 people in absolute numbers, is adequate for the establishment of a
Chamber of Industry. But in practice, large-scale industry is necessary to
counteract opposing commercial interests. Local Chambers of Commerce
and Industry oppose any move by the industrialists to leave the established
organizations. To give an example, the creation of a Chamber of Industry in
Bursa province would entail loss of membership, revenues,· as well as power
not only for the Bursa Chamber ofIndustry and Commerce but also for those
located in the districts of Gemlik, Yeni§ehir, inegal, and Karacabey, all of
which would henceforth become Chambers of Commerce. The peak organiz
ation, the Union of Chambers, is also an opposing force, since the Chambers
of Industry have been the major dissident voice within the past ten years,
pressuring for a revision of Law 5590 to allow for an autonomous federation
of their own. So the establishment of a new Chamber of Industry meets with
opposition on the part of commercial interests both at the local and peak
organization level. This struggle between commercial and industrial interests
for positions ofleadership in the organized business movement in Turkey was
cited as one of the major reasons for the establishment of five to ten local
district chambers annually since 1965-a process which reportedly results
from the convergence of vested interests in local politics with those of domi
nant commercial groups at the peak organization level.

The union has so far been able to block effectively all attempts initiated by
the Chambers of Industry and also the commodity exchanges to ensure
equal representation or to set up three major sectoral federations within the
rubric of the union.9
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Large Versus Small Chambers

The powers and authority the union enjoys as distinct from its constituent
parts are enhanced by the fact that the bigger and economically significant
chambers have a limited voice in the policymaking process. According to one
estimate, for instance, delegates from the large metropolitan chambers of
Istanbul, Ankara, and Izmir constituted only 17 percent ofmembership in the
1970 General Assembly of the union, although these provinces accounted
for about 90 percent of Turkish industry and commerce.10 Owing to the
weighted system of representation mentioned earlier, union administration
reflects commercial interests from the small "Anatolian" chambers.

The bigger, more powerful chambers, particularly those in the larger three
metropolitan centers of Ankara, Izmir, and Istanbul, cannot dominate the
union. But they can bypass it. In other words, they are important enough in
their own right to have direct access to various ministries and, when necessary,
to the prime minister himself. To quote an official from the Istanbul Chamber
of Commerce, "The Union of Chambers basically represents commercial
interests from small Anatolian towns. Not us. We are independent. The
important Chambers ofCommerce in Turkey are those wherein there is a large
group of importers. The smaller Anatolian Chambers consist of local mer
chants. What business can they have with the government? In every district
center, a few notables get together, establish a chamber and have themselves
elected to important positions. This enables them to have their voice heard in
local politics. The chambers at the district level are actually chapters of
political parties today." It is impossible to verify the assertions made here
about the smaller local chambers without detailed case studies. There is little
question, however, that the bigger Chambers, particularly those at the three
metropolitan centers, are autonomous vis-a.-vis the union.

The two axes of interorganization conflict just discussed give rise to a
series of interrelated questions: In what ways and to what extent are these
conflicts linked to the process of distribution? How important are associa
tional channels for political and economic interests which become structured
in the process of resource allocation? Can the existing conflict and alliance
patterns in the urban economy be understood in terms of conflicts among
business associations? None of these questions can be answered without
referring to the nature of state intervention in the Turkish economy and the
changing patterns of state-industry relations through time.

A Stylized History of State-Industry Relations in Turkey and the
Changing Functions of Chambers of Industry Through Time

The stylized history of state-industry relations presented below proceeds
in straightforward narrative fashion. Information on the emergence and
changing functions of the chambers is weaved into the account. But so as not
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to break the continuity of the chronicle, the analytical points and themes
which emerge are not picked up until later, in the final section of the chapter.

Autarchic Industrialization Efforts: Circa 1923-1950

The initial drive for industrialization in Turkey unfolded under the leader
ship of an anti-imperialist (but not anti-capitalist) centralist state. The 1923
1950 period can be characterized in terms of bureaucracy's efforts to
implement an autarchic development model. Industrial policies of the 1920s
involved, on the one hand, the encouragement of private industrial initiative
through legislation and, on the other, cooperation of the state with local
entrepreneurs to build industry. Notable among legislative efforts ate a law
"exempting raw materials for export industries from duties" passed in
1924,11 new legislation in 1925 granting various tax and duty exemptions as
well as various government subsidies to sugar production,12 and finally in
1927 the enactment of the summary Law for the Encouragement of Indus
try.13 Another important policy measure was the creation of an Industry and
Mining Bank in 1924 (Sanayi ve Maadin Bankasi) to both manage civilian
state factories and also help organize and channel local private capital into
industry.14

It is also in the 1920s that the first Chambers of Commerce and Industry
Law was enacted. This particular law lent the existing some 50 Chambers of
Commerce (dating back from the Ottoman period) the legal status of "public
corporate bodies"(miiessesati umumiye) and brought them under the juris
diction of the Ministry of Commerce.JS It is interesting to note that the statu
tory terms of the law, while enumerating in detail membership dues to be paid
by establishments of various sizes, does not define the functions ofchambers.
Hence it appears plausible to assume that the major aim in lending "public
corporate body" status to these organizations was to make membership
obligatory and hence bring together small and fragmented local capital within
the rubric of the chambers.

Neither the encouragement of private initiative through legislation nor the
cooperation between local capitalists and the state proved capable ofproduc
ing a strong industrialization drive in the 1920s. The first industrial census
conducted in 1927 indicated that of the 65,245 existing establishments at the
time, only about 3.2 percent were employing more than 10 workers and of
these only 155 had a labor force of 100 or more.16 In brief, the results of the
1927 census indicate that private capital, even when supported by the state,
was too weak to assume the burden of establishing industry. Meanwhile, the
international economic crisis and world depression beginning with 1929 had
led to substantial declines in agricultural exports. Imports had to be cut
down, urban incomes were greatly reduced, and "industrial self-sufficiency"
had become a necessity. Thus the government had little choice but to carry
out a plan for industrialization whereby state enterprises, coordinated with
financial institutions, would develop consumer goods industries on the one
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hand and intermediary inputs industries on the other. Such were the condi
tions which paved the way for what is known as the "etatist" period in
Turkish history. It lasted roughly from the 1930s until the late 1940s and is
marked by the creation of a state-run industrial sector.

The balance sheet of etatist efforts included approximately 100 state-run
industrial enterprises by the end of 1940s. Notable among these were a stock
of 12 spinning and textile mills completed by 1940, 5 sugar factories under
the jurisdiction ofTurkish Sugar Factories Co. (Tiirkiye $eker F abrikalan A.
0.), 8 mining industry groups managed by the Etibank, and 7 industry groups
with a steel-complex and 22 factories under the jurisdiction of Si.imerbank.17

Thus, government monopolies not only included such consumer goods as
matches, salt, sugar, and tobacco but also provided industrial raw material
such as coal, electricity, iron, steel, copper, and cotton fibers and services
such as rail and sea transport, radio, mail, telephone, and telegraph com
munications.

In the absence of foreign capital, and with a small base of reproduction,
the burden of this industrialization program had to fall upon the agricultural
sector.18 The "etatist" policies of fmancing industrialization efforts by the
domestic surplus generated from land were seriously eroded during World
War II, however. Exigencies imposed by the mobilization of the army forced
the government to try to increase its revenues. This was accomplished
through rapid increases of agricultural exports, first by keeping purchasing
prices of agricultural surplus constant by the government and then by forcing
the grower to sell his surplus to the government through various taxation and
requisitioning schemes. Government policies of keeping agricultural prices
constant while manufactures prices increased sharply, coupled with blockage
of imports during the war years, led to a flourishing black market in agricul
tural goods. Also, the speculative atmosphere of the inflationary war years
lent considerable vigor to urban commercial groups. From our point of view
this is important because one year before the official end of World War II,
that is, in 1943, the government passed a new Chambers of Commerce and
Industry law, attempting to curb the ,activities of the existing chambers and
bring them under close government supervision.

The 1943 law of "Chambers of Commerce and Industry and Commodity
Exchanges"19 indicated that henceforth chambers could only be established
by the Ministry of Commerce, when and where deemed necessary, and also a
general secretary representing the ministry would be appointed to all existing
chambers. This general secretary would represent the ministry on the Board
of Directors and the General Assembly of the chambers and had the powers
to veto and revoke any decision by directly contacting the ministry. That the
need for such a law arose indicates that the local chambers had gained
considerable vigor in the inflationary atmosphere of the war years.

Etatist policies, already eroded under the wartime economy of the 1940s
and faced with popular discontent both in rural areas and the newly burgeon
ing urban commercial groups, began to give way to more liberal economic
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policies. The 1950s, which are marked by the coming to power of the
Democratic Party with its liberal economic policies, therefore stands at the
beginning of a new chapter in Turkish attempts to industrialize.

Attempts to Create a Private Industrial Sector and the
Hegemony o/the Chambers o/Commerce: Circa 1950-1960

The shift in government's economic policy from an "etatist" to a "liberal"
program in 1950 meant a leading role for the private sector. The groundwork
for such a leadership in the political arena was already laid in the 1948
Economic Congress in Istanbul, the first since the 1932 Congress in Izmir.
The major promoter of this congress was the Merchant's Association of
Istanbul, an organization set up in 1947 by "independently minded mer
chants and businessmen who claimed that the Chambers of Commerce in
Turkey are not representative bodies ofmerchants, but governmental organi
zations established for the purpose of registration and control of mer
chants."2o While delegates representing various other business associations
were present, including some experts and professors, it was the Istanbul
merchants' association that originated the idea of a congress and set the
general tone. In fact, the existing government interpreted the resolutions of
the congress not as a reflection ofpublic opinion but as a representation ofthe
ideas already advocated by the Merchants' Association of Istanbul. 21

One of the three major plenary sessions of the 1948 meeting was con
cerned with foreign trade, a topic of much urgency in view of the growing
balance-of-payment deficit between 1946 and 1948. Turkey had actually
emerged from the war with substantial gold and foreign currency reserves due
to tight controls of foreign trade.22 Postwar economic policies aimed at
maintaining the existing level of reserves at the Central Bank and meeting
accumulated demand for imports by increasing exports. Thus, on September
7, 1946, Turkish currency was devalued by more than 100 percent, coupled
with severe restrictions on imports. 23 Price controls and pennits were in
stituted, import associations were abolished, and all foreign-exchange pay
ments were brought under tight control. These policies failed to curb the
growing balance-of-payment deficit, which continued to increase until 1948
and at the same time created much hostility on the part of commercial
elements, particularly importers who were mainly concentrated in Istanbul.
The plenary session on foreign trade at the 1948 Congress mainly focused on
the balance of payments problem, but also among the resolutions was the
establishment of a more adequate nongovernmental organization to express
opinion on matters of foreign trade.

The government had already taken certain steps in this direction in a
series of meetings with representatives from the Istanbul, Ankara, and Izmir
chambers in August 1948, mainly because "problems of the ministries in
dealing with the various interest groups involved were aggravated in 1947 by
the first major devaluation of the Turkish currency."24 Thus the leading
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Chambers of Commerce, in cooperation with the Ministry of Economy and
Commerce, ~afted Law 5590, which went into effect on March 15, 1950,
about two months before the Democratic Party won the elections. The task of
addressing the first General Assembly of the Union of Chambers held on
February 6-7, 1952 fell upon the Minister ofEconomy and Commerce of the
new government, who declared in his opening speech, "My friends, as a
member of a political party and a government which aims to give priority to
private initiative, and as an economist defending the primary place of the
chambers and exchanges in the development of domestic trade, it is a very
good circumstance for me to be here to give birth to the Union of Chambers
and Exchanges.". Thus the Union of Chambers of Commerce and Exchanges
was instituted and grew in significance during the Democratic Party (DP)
rule and became identified with it. According to one commentator, "until
1958, there was no difference between the government and the union. They
were one and the same thing."25

In addition to facilitating the creation of a peak organization which
brought some 90 existing Chambers of Commerce under a single umbrella,
Law 5590 also provided the formal legal framework for the establishment of
Chambers of Industry as distinct from commercial chambers. To secure such
a provision in the draft on the law, groups of industrialists from Istanbul had
visited deputies. and ministers in Ankara 10 to 15 times a year over a period
of three years.26 And as soon as the law was passed, the existing Association
of Industrialists in Istanbul called for an extraordinary meeting of its General
Assembly. The debates of this meeting indicate that there existed a clear
clash of interests between the dominating import-export merchants in the
Istanbul Chamber of Commerce and the industrialists. Not only did the
commercial interests advocate a liberalization of the import regime, but also
they favored a predominant place for agriculture as against industry in the
strategy of economic development. 27 The Istanbul Chamber of Industry was
established a year later, in May 1952, with 603 members represep.ting a
labor force of 34,138.28 The creation of such a chamber meant that, in
contrast to the various associations of industrialists established on and off in
various time periods until then, membership would be cOIllPulsory and the
organization could discharge quasi-governmental functions. Despite the cre
ation of two Chambers of Industry in 1952, one in Istanbul and one in Izmir,
existing private industry at the time was too weak essentially to make its
voice heard in the political arena. And "the laissez-faire economic policies of
the DP government made importing such a lucrative business that no one was
willing to invest in industry."29

Turkey entered the year 1950 with net reserves amounting to $161
million, accumulated in the exceptional conditions ofWorId War 11.30 When
the DP government came to power in 1950, it adopted an economic policy of
inflationary expansion. Thus, in the 1950-1953 period, there was an increase
of 130 percent in the financing of the economy by the Central Bank.31 In the
same year, Turkey became a member of the International Monetary Fund,
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the World Bank, and the European Payments Union and joined the Organi
zation of European Economic Cooperation through which initial aid started
to come to Turkey under the Marshall Plan.32 Following the advice of the
OEEC, a program of liberalizing imports was set in motion.33 Sixty percent
liberation of imports from EPU countries,34 rapid inflationary growth of the
economy, and an overvalued exchange rate summarize the general picture
between 1950 and 1953.

In terms of industrialization policy, the state had stepped down from its
former role of leading industrial development, leaving the initiative to domes
tic private industry.·It was assumed that by increasing the purchasing power
of the consumer in the short run and accelerating the propensity to consume,
production could be stimulated.3s But given the exorbitant profits in imports
and foreign exchange traffic, coupled with a policy of liberalization in foreign
trade policy, investments to increase production capacity never did take
place.

By 1954, the policy of liberalization of imports had come to an impasse.
With the slowing down of the Korean War prosperity, agricultural exports
first stagnated and then began to decline. Under the pressure of inflationary
domestic demand, great efforts were made to meet the growing foreign
exchange needs through foreign aid and loans.36 Despite these efforts,
however, declines in imports became inevitable after 1953.37

The foreign trade liberalization program, deviations from which had
already begun in 1952, was in effect terminated by 1955, and until 1958,
imports were placed under a rigid regime of controls.

The first major investments by the private sector to locally produce or
assemble commodities began in the 1954-1955 period, after the application
of quotas to formerly liberalized commodities and in some cases outright
prohibition of the importation of certain goods. By 1956, the Industrial
Development Bank38 had allocated approximately $145 million of credit to
131 new enterprises. About a third of this credit stemmed from Marshall
funds and another third from the International Monetary Fund.39

According to oral reports, "there was no private industry in Turkey until
the late 1950's when the major investments~ begun in the 1954-55 period
went into production." Such an opinion reflects, in part, the hindsight of the
1970s. According to the State Statistical Institute, the 2618 "large-scale"
enterprises (Le., those employing more than ten workers) enumerated by the
1950 industrial census included 103 state-run and 50 private factories. 4o It is
likely, however, that the majority of these consisted of flour and rice mills,
tile and brick factories, and a few food-processing units. In contrast, the new
enterprises launched around the middle of the decade entailed imports of
know-how and product-specific technology through multinational corpora
tions. Since such ventures necessitated international linkages, it was mainly
the licensed importers of various commodity brands who went ahead to
locally produce Or assemble them.41

Although the beginnings of import-substituting industry can be traced
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back to the middle of the 1950s in Turkey, it did not really blossom until after
1958-1960. The stubbornly overvalued exchange rate of the OP government
until the devaluation of 1960, coupled with domestic price increases stem
ming from inflationary money and credit policies, made importing extremely
profitable. An overvalued exchange rate by definition implies purchasing
foreign exchange at a price below its value from those who have earned it and
selling it to those who will spend it (importers) cheaply. The difference
between the real high value and the low artificial value of foreign exchange is
usurped by the importer. In the 1955-1958 period, the great profits in
imports encouraged violent competition in the distribution of licenses. People
obtaining import and foreign-exchange licenses earned great profits, in pro
portion to the overvalue of the exchange rate.

From the point of view of the chambers, the implications of the violent
competition for import licenses in this period were twofold. First, the major
lobbying activities of the Chambers of Industry during this period entailed
attempts to secure privileges for industrialists in the distribution of licenses.
The Bulletin of the Istanbul Chamber ofIndustry during the 1955-1958
period contains numerous news items pertaining to this, such as the follow
ing: "We explained to the Minister of Economy and Commerce, the advan
tages of allowing the Chamber of Industry to import the necessary industrial
raw materials"; "The minister has promised to reflect upon the issues arising
from the importation of industrial inputs by merchant importers."42 These
news items indicate not only the struggle between importers and industrialists
over import licenses but also reveal that the Chamber of Industry wanted to
assume the role of importer itself.

A second important consequence of the competition for import licenses
stems from the corruption and favoritism that it encouraged on the part of
strategically placed officials and ministers in the OP government. It was in
part as a reaction to the aura of corruption attached to the OP government
that the chambers were assigned a major role in the administration of the
import and investment quotas in the post-1960 period.43 The idea was that
while foreign currency allocations for investment quotas and lists of com
modities subject to import restrictions would be decided upon by the relevant
ministries in line with the objectives of the development plan, the actual task
of distributing the limited amount of foreign currency available among
individual importers and industrialists would be left to the chambers. Thus,
the fierce competition would move down from the ministerial to the chamber
level. This in fact did happen, and the Chambers of Industry became very
powerful in the 1960-1970 period.

The Drivefor Import Substitution and the Ascendency ofthe
Chambers ofIndustry: Circa 196~1970

The 1960 coup d'etat which ousted the OP government from power did
not alter the liberal essence of the economic policies which had been shaped
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in the 1950s. It helped to rationalize them through a series of five-year
development plans which started in 1963. Global characteristics of the post
1960 years can be summarized as follows:

1. Heavy reliance on foreign loans and credit to finance industrial investments.
2. Introduction of customs duty and charges consessions; fiscal favors such as tax

rebates, etc., to import-substituting industries.44

3. Introduction of tariffs and quotas to reduce competition from imports.
4. To meet the needs of the assembling industry and industry depending on

imported raw materials, an increasingly large percentage of the available means
of imports being allocated to raw materials.

5. A growing balance-of-trade, deficit.

During this period, the powers of the Chambers of Industry stemmed from
the discharge of quasi-governmental fumctions in the administration of the
import regime. The process of decision making and clearing involved in the
administration of the import regime is extremely complex, involving, at the
center, the Ministry of Commerce from the point of view of commodity
policy, and the Ministry of Finance from the point of foreign exchange, as
well as such ministries as customs and monopolies, the Ministry of Industry,
and the Central Bank of Turkey. What concerns us here is the specific
role of the Chamber of Industry in the process of distribution. The simplest
way of beginning to explain this role is by looking at the process from the
point of view of the industrialist.

Foreign currency requirements of industry in Turkey are twofold. First,
any major investment has an import component for which foreign currency is
necessary. Second, ongoing enterprises need to import raw materials and
intermediary inputs. For the first purpose, that is, for investments, foreign
currency can be obtained from three major sources:

1. Private-sector investment goods import quota.
2. The Industrial Development Bank of Turkey (IDBT) and to a lesser extent

the Industrial Investment and Credit Bank (IICB).
3. Private credits.

In the 1960-1970 period, the Chambers of Industry distributed source (1)
among projects which had obtained a "certificate of promotion." Since there
were always more "approved projects" than could be met with the amount
made available by the quota, the chamber had to solve the problem of "how
to distribute $5 among 50 applicants."

The relative importance of source (1) distributed by the chambers was
much greater in the 1960-1970 period than it is today. First, "private
credits" in the form of credit suppliers credits and monetary credits from
foreign nongovernmental sources were virtually nonexistent. Project credits
provided on a government-to-government, international institution-to-gov
ernment basis reached the private sector through IDBT, listed as source (2)
above. The IDBT's foreign-exchange funds derive from the World Bank and
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also project credits. The IDBT requires a "certificate of promotion" as well
as a 150 percent collateral on all loans. The amount of the collateral
required, coupled with the fact that the lending activities of the IDBT were
not as extensive as they are today, means in effect that the main benefi
ciaries of the IDBT credits are large "holding" companies with diversified
investments in numerous fields. In brief, the foreign currency distributed by
the Chamber of Industry under the label of import goods investment quota
was a crucial source in the 1960-1970 period, particularly for medium-size
enterprises.

A second important, although not equally critical, function of the Cham
bers of Industry during the 1960-1970 period was the preparatio.n and
distribution of quotas for quantitatively restricted commodities in the import
regime. The semi-annually announced import regime contains detailed lists
of "liberalized" commodities and lists of commodities subject to allocation.
From approximately 1962 on, when the import regime began to be organized
in such a way as to help the realization of economic development plans, the
basic trend has been the extension of "liberalized lists" which cover a wide
range of industrial raw and auxiliary materials, chemicals, semis, etc.
Currently, "liberalized" commodities account for about 60 percent of all
imports.4S Commodities subject to allocation are quantitatively restricted;
that is, quotas are provided. Quota lists indicate a fixed amount ofallocations
for specific commodities, and usually allocations of merchant-importers and
industrialist-importers are listed separately.

The Chambers of Industry were instrumental in both the preparation and
also the implementation of the industrialists' quotas in the import regime.
Allocations to be set aside for specific industries, based on "capacity
reports" of individual firms, were prepared by the chamber. Owing to
governmental policy of giving priority to industry, the difference between the
"needs" announced by the chamber and the fixed amount of foreign ex
change allotted by the Ministry of Commerce was not wide enough, gener
ally, to create great competition among industrialists. Thus, the distributive
function of the Chambers of Industry in this context was not really critical.
Today, the chamber merely ratifies the capacity reports prepared by individ
ual firms and sends them to the Ministry of Commerce where the actual
allocations are made.

To summarize, the powers of the Chambers of Industry in the 1960
1970 period stemmed from the fact. that they constituted a link in the process
ofdistribution ofa major scarce resource in Turkey, namely, foreign currency.
The source of this power stemmed from the state itself, not the membership.
Hence a governmental decree in 1971, withdrawing the chambers' allocation
function, has cost the chambers almost all their powers vis-a-vis their
membership.

It is important to underline the significance of the date 1971, for the
decision to centralize the allocation of foreign currency quotas under the
aegis of the Ministry of Commerce at the national level, thereby drastically
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curtailing the powers of the chambers, was made in the immediate aftermath
ofthe 1971 military intervention. That a military takeover, aimed at restoring
"law and order" and "stability" in the country, should immediately be
accompanied by changes in the foreign currency quota allocation system
indicates what an important source of power and political patronage is
involved.

Conflict and Alliance Patterns in the 1970s
and the Chambers of Industry

"We are no more than a post-office today. We were once very powerful. We
used to distribute ten million dollars before 1971" (interview, Istanbul
Chamber of Industry, July 1977).

The quotation above highlights in capsule form a number of important
points.

1. The function of mediation between industry and state has historically evolved
around the reconciliation of "demands" of industrialists as against the limited
amount of foreign currency available; that is, the key activities of Chambers·of
Industry have centered around quota allocation.

2. To the extent that the chambers have been delegated decision-making powers in
the process of allocation, they have been very powerful; that is, the source of
their powers has stemmed from the state, rather than the industrialists they
represent.

3. In the late 1970s, when we can talk about a substantial private industrial sector
in Turkey, the Chambers of Industry are less powerful than perhaps at any
other point in their 25-year history.

The first two points have already been clarified and elaborated within the
context of a "stylized" history of state-industry relations in Turkey. The last
point, however, remains to be discussed.

The currently anomalous position of the Chambers of Industry stems from
the fact that industrialization policies of the past two decades in Turkey have
led to increasing divergence of existing economic interests and also created
new interest structures. The cleavages which emerged with the acceleration
of import-substituting industry in the 1960-1970 period have become accen
tuated in the mid-1970s. To be able to understand the declining importance of
the Chambers of Industry, therefore, it is necessary to focus on the criss
crossing conflict and alliance patterns in the private sector at present.

The major conflicts of the 1970s center around bank credits, foreign
currency, and their "price."

Bank Credits

With the increase in both the number and size of establishments, the
shortage of credit in private manufacturing industry has become increasingly
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acute. The state has intervened in a number of ways to increase credit
availability to the private sector.

First, two investment and development banks have been set up to provide
medium- and long-term credits for private industry: the Industrial Develop
ment Bank of Turkey (lOB) (1950) and the Industrial Investment and Credit
Bank (IICB) (1963). The lOB relies on the government for funds, its only
other source being foreign loans, for example, the World Bank. The smaller
nCB is owned by four large commercial banks and is assisted by government
and shareholder bank loans. The share of these two development banks has
been extremely small in the total assets ofthe financial system. As they do not
accept deposits and cannot raise funds by issuing their own bonds (impos
sible as a result ofgovernmentally determined very low rates charged on their
loans) on the open market, their sources are limited to foreign aid loans and
government support.

A second form of state intervention has been through the application of
differential rates to various types of credits. Interest rates on both loans and
deposits in the banking system of Turkey are determined by governmental
decrees. The policy has been that of keeping interest rates for priority
sectors and medium- and long-term loans below their market equilibrium
rates in order that funds may be directed into industrial investments which
might not have been willingly undertaken at higher rates.46 The banking
system would of course rather lend at higher than at lower interest rates, other
things being equal. Therefore the differential interest rates have to be
compensated through the rediscount facilities of the Central Bank. This
means, in effect, that the Central Bank has actually been doing the lending
because the private commercial banks rediscount the bills of priority sector
borrowers.

A final important state measure has been to allow banks, unlike banks in
many Western industrial countries, to actually participate in business under
takings. While it would be difficult to label this as a deliberate policy measure
to increase credit availability to the private sector like the two mentioned
above,47 it has nevertheless been a crucial method by which funds have been
attracted into the founding of new enterprises. Thus both state-owned and
private banks in Turkey are also equity holders (and in some cases pro
moters) in a wide variety of industrial and commercial companies and firms.

Each of these forms of intervention is an interesting topic of discussion in
its own right since they all involve direct and indirect transfers ofpublic funds
into private industry. But what mainly concerns us here is the way they have
operated in conjunction to sharpen the existing conflicts of interest within the
private industrial sector and also between commercial and industrial interests.

The big commercial banks are the major source of credit for private
industry, since the assests of the two investment and development banks have
remained limited. The differential interest rate system and the high interest
rates on short-term loans have led the commercial banks to channel credit into
commerce instead of long-term investments in industrial undertakings.48
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Theoretically, the rediscount system of the Central Bank ensures that a bank
is indifferent to lending at high normal rates and low priority rates. But in
practice the red tape and time lags involved in using the rediscount facilities of
the Central Bank and also the existence of rediscount ceilings mean that
commercial banks prefer to extend short-term, high-interest loans and seldom
provide medium- and long-term credits to industries other than those in which
they are themselves shareholders. Legally, a bank cannot lend more than 10
percent of its own capital to any particular firm, but if it owns more than 25
percent of the equity holdings of any firm, then there is no such limit.49 The
outcome is that the large holding companies composed of vertically linked
production and commercial firms are the major users ofavailable credits since
they are both shareholders in the major commercial banks and also undertake
joint ventures.so

Since 1973, a government decree has made it mandatory for commercial
banks to set aside 20 percent of their resources for medium-term, fixed
interest loans for industrial development. Also, loans or credits from foreign
nongovernmental sources have begun to be authorized in the form of"accep
tance credits," "convertible lira deposits," etc. These measures, introduced in
order to take some of the pressures off local credit facilities, have not
alleviated the credit squeeze experienced by medium-size firms, however.
Unlike the incorporated enterprises, they cannot resort to borrowing on the
corporate bond market. Since their operations are not on a sufficiently large
scale, they are impeded from raising loans and credit from foreign private
sources.

The conflict between small and large firms stemming from the distribution
of bank credits has also renewed the long-standing differences between
commercial and industrial interests. While in the 1950s and early 1960s the
commerce-industry cleavage centered around import quotas and restric
tions, in the 1970s bank credits have become a major source ofconflict. State
policies aimed at increasing medium-term, fixed-interest loans and credits
damage commercial interests utilizing and also making great profits from (as
in the case of banks) short-term loans.

The bank-credits issue, and the bifurcation of interests between large,
incorporated enterprises and small- and medium-size firms, translates itself
on a wider level into a cleavage between Istanbul-Izmir chambers, on the one
hand, and the "Anatolian" chambers, on the other. Since the majority of
large-scale, incorporated enterprises are located in these two metropolitan
centers, these areas also get most of the credits.sl

Foreign Currency and Its "Price"

Despite two major devaluations since 1950, Turkey has basically fol
lowed an overvalued exchange rate policy for the past 25 years. The prime
beneficiaries of this policy have been the importers in the 1950-1960 period,
importers-turned-industrialists in the 1960-1970 period, at the expense ofthe
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export sector, that is, agriculture. More recently, however, an actively export
oriented industry, notably in textiles, leather, and hide products and the food
industry, has emerged mainly in the aftermath of the agreement between
Turkey and the EEC signed on November 23, 1970 providing for Turkey's
association membership and granting quota and tariff freedom for virtually all
of Turkey's industrial products. These industrialists, unlike the agricultural
producer, are well aware of the fact that the foreign exchange they earn is
purchased by the Central Bank at a price below its real value and sold to
import-substituting industry cheaply.

The import-substituting versus exporting industries cleavage which has
emerged in the late 1970s, however, is not as simple as it appears at first
sight, for the so-called large "groups," that is, holding companies which have
diversified investments, are both importers and exporters in the sense that
some of the firms they own shares in are of the import-substituting variety
and others are mainly oriented toward exports. So one can only talk about a
prominence of exports versus imports.

Among medium- and small-scale enterprises, the lines of cleavage are
much sharper. On the one hand are medium-size and small manufacturing
establishments in the export-oriented branches of activity. At the other
extreme are small enterprises heavily dependent on imported inputs in such
recently booming industries as paint and varnishes, plastic products, and
miscellaneous small consumer items such as ball-point pep.s, lighters, etc.
The individual small enterprise in these areas is too small in terms of volume
of production and too weak financially to do its own importing. S2 Hence it is
in a doubly vulnerable position. Not only is it dependent on imported inputs
and is immediately affected by the "price" of foreign currency, but also it is
extremely wary of any changes in the import regime which might curtail the
profits of commercial importers, thereby rendering imports of particular
inputs unprofitable.

To summarize, the price offoreign currency is an issue that cuts across the
conflicts generated over the distribution of bank credits. The existing bifur
cation of interests between commerce versus industry-between large-scale
incorporated enterprises versus small- and medium-size firms-over the
issue ofbank credits becomes blurred when the "price" of foreign currency is
in question. Large-scale import-substituting industry which imports its own
raw materials and intermediary inputs, commercial importers, and the small
scale industry dependent on them become allies in the maintenance of an
overvalued exchange rate.

Given the diversification and cleavage which have accompanied the
growth of the private sector in Turkey, the current position of the Chambers
of Industry is highly ambivalent. Owing to compulsory membership, they
harbor conflicting interest groups. This is particularly so for the bigger
chambers in the metropolitan centers of Istanbul, Ankara, and Izmir. The
growth of large-scale holding companies in the 1960-1970 period has mainly
taken place in these three centers. The big "holdings" have developed



474 Ay~e Oneil

independent channels of access to various deputies and ministries. They do
not compete for elected offices of the chambers and since 1971 have created
their own organization, the Turkish Industrialists and Businessmen's
Association.

The Turkish Industrialists and Businessmen's Association was initiated by
the 12 largest industrialists in Turkey in 1971, at about the same time that the
executive powers of the chambers over the foreign currency quota system
were curtailed. A declaration signed by 45 large firms was publicly an
nounced in the newspapers on August 2, 1971. Following the announcement,
membership of the organization increased to 106. There were 110 firms and
individuals in the organization at the end of 1973. Today membership stands
around 165 and with a few exceptions is mainly Istanbul-based. New mem
bers are only admitted upon the recommendation of two full members and
upon approval by the two-thirds majority of the governing council.

Political considerations were heavily emphasized in the establishment of
TUSIAD. In the politically explosive atmosphere of the early 1970s, big
industrialists and businessmen felt the need for an organization which would
be active against the upsurge of the "left" in Turkey. Dissatisfaction with the
existing chambers such as lack of representation ofbig business in the elected
bodies and discrepancies in the size and interests of the members were also
considered to be a problem. Owing to the prevalence of medium-small
enterprises in the Chamber of Industry, they were perceived as being sus
ceptible to the propaganda ofthe left. Thus TUSIAD was formed to represent
a specific section of interests within the Chambers of Industry and Com
merce in Istanbul. Since its establishment in 1971, TUSIAD has grown
increasingly active in both conducting research on economic issues of im
mediate relevance to large-scale business and also formulating policy
recommendations.

Since the establishment of TUSIAD, the Chambers of Industry are in the
position of representing the interests of medium- and small-scale enterprises.
But the older, and traditionally more powerful, chambers in metropolitan
centers of Istanbul and Izmir have yet to reconcile themselves to this new
role. This is in part because they have been reluctant to take up issues that
clearly divide their membership into opposite camps, for they continue to
harbor large-scale industry, which contributes substantially to their revenues.
It is also in part because of their long-standing conflict with the Anatolian
chambers, which basically represent medium- and small-scale enterprises but
also are vocal advocates of regional balance in the distribution of investment
encouragement licenses. The fact that Istanbul and Izmir have been the
major beneficiaries of the drive for industrialization in the past two decades
continues to be a source of resentment for the smaller Anatolian chambers.

As mentioned earlier, the competition between the larger Chambers of
Industry and the smaller ones in Anatolia has been a major stumbling block
in setting up an autonomous federation of industrial chambers within the
union. The Organization for the Cooperation of Chambers of Industry
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established in 1969, partly as a reaction to the lack of representation at the
union level, had been formally abolished on May 28, 1972 upon the insis
tence of the Istanbul and the Aegean region Chambers of Industry. The fact
that this cooperation was renewed under the leadership of the Adana cham
ber in 1974 and an "unofficial" Union of Chambers of Industry (unofficial
since it is not permitted under Law 5590) was created with an elected
president from the Adana Chamber indicates that the Istanbul and Aegean
chambers have reconciled themselves to the leadership of the Anatolian
chambers. But this hardly means that the Chambers of Industry are now in a
position to take an unequivocal stand on issues that generate cleavage and
conflict among different interest groups. Not only are the Izmir. and Istanbul
chambers very uneasy partners in the cooperation efforts, but also the Adana
chamber, which has assumed leadership, is headed by the major shareholder
of a "holding" company that has since 1965 boomed to become the second
largest in Turkey.

Summary and Conclusions

The dynamics of distribution of foreign currency and bank credits has
been the central theme throughout this chapter. Neither bank credits nor
foreign currency are "direct income in the conventional sense. Nor do they fit
neatly together in such categories of "indirect income" as education, health
services, housing, etc. Rather, they are what may be labeled "intermediary
currencies," access to which generates income. It is precisely for this reason
that the allocation of foreign currency and bank credits emerges as an
important distributive domain around which major lines of political and
economic conflict in the urban economy crystallize.

No attempt has been made here to depict the actual distribution offoreign
currency and bank credits. Who has gotten how much of these resources as a
result of past policy decisions is undoubtedly very important to know. But
perhaps more crucial is to arrive at an understanding of the power structures
that have evolved as a result of allocative decisions made in the past three
decades, for the political and economic interests which have become struc
tured in the process of past allocative decisions shape the path of future
changes by imposing immediate exigencies upon broadly defined long-term
goals.

By focusing on the emergence and changing role of Chambers of Industry
in Turkey it is possible to trace how the short-term discrete measures adopted
by the state to regulate and restrict access to foreign currency and bank
credits served through its differential impact to both create new interest
structures and also intensify the existing divergence of interests in the
industrial sector. Successive measures thereby became answers to the im
mediate exigencies imposed by shifting alliance patterns in the urban
economy.

In the early 1950s, a policy of liberalization in foreign trade coupled with
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an overvalued exchange rate led to exorbitant profits for commercial impor
ters and cutthroat competition over import licenses. Conflicts between com
mercial importers and would-be industrialists, that is, importers of various
commodity brands who wanted to go ahead to produce them locally, were
salient during this period. The balance-of-payments crisis which was a direct
outcome of the laissez-faire policy of the early 1950s led to a series of
successive policy measures between 1953 and 1958, all in the direction of
tightening controls in the foreign trade regime. This was accompanied by the
growth of consumption-goods industries substituting for the now more scarce
or expensive imports. Accordingly, a system of priorities was established in
the import control system, with consumers' goods directly limited, while
producers' goods were more liberally imported.

The burst of growth in import-substituting industries, encouraged by tax
rebate schemes on private investments and customs duty exemptions and
special rates in the 1960-1970 period, gave rise to cleavages and conflict
within the industrial sector itself. The growing bifurcation of interests be
tween large, incorporated enterprises and small- and medium-size frrms
translated itself, on a wider level, into a cleavage between Istanbul-Izmir
based industry on the one hand and "Anatolian" capital on the other. The
ensuing conflicts led to a series of measures to alleviate the acute credit
squeeze that the small- and medium-size enterprises found themselves in;
also the 1974 annual plan imposed severe restrictions on Istanbul industries
which qualify for investment encouragements. Thus in 1974 and 1975
investments benefiting from incentive measures in Istanbul were virtually
confined to textile mills undertaking expansion.

Given a chronic balance-of-payments problem, the "price" of foreign
currency continues to be a salient issue in the late 1970s but the cleavages
which crystallize around this issue cut across the conflicts over the distribu
tion of bank credits and "certificates of promotion."

In concluding, two broad points of emphasis need to be underlined. First.
the crucial importance of bank credits and foreign currency as "intermediary
currencies" indicates that the dynamics of income distribution in Turkey is
closely linked to the process of integration into the world economy within a
broadly defined policy of industrialization.

Second, it can be argued that within a broadly defined policy of industri
alization the short-term measures to restrict and regulate access to foreign
currency and credits were neither on outcome of "technical rationality" as
embodied in the plans nor a direct reflection of class interests. Rather, they
have been, and are likely to be in the future, the outcome of mediation and
negotiation between diverse interests in the urban economy and the state.



Chambers ofIndustry in Turkey 477

Notes

1. For a recent review ofthis literature, see Henry J. Bruton, "Industrialization Policy and
Income Distribution," in Income Distribiton and Growth in the less Developed Countries, eels.
C. R. Frank, Jr., and Richard C. Webb (Washington, D.C.: 1977). The Brookings Institution.

2. This is not to minimize the importance of the classical labor-capital dichotomy, of
course.

3. With a few exceptions such as C. Yanaga, Big Business in Japanese Politics New
Haven, Conn.: (Yale University Press, 1968), and S. A. Kochanek, Business and Politics in
India (Berkeley: University of California Press, 1974), studies of business associations have
focused on the West. See, for instance, G. Braunthal, The Federation of German Industry
(Ithaca, N.Y.: Cornell University Press, 1965); A. Schweitzer, Big Business in the Third Reich
(Bloomington: Indiana University Press, 1964); H. W. Ehrman, Organized Business in France
(Princeton, N.J.: Princeton University Press, 1957); R A. Bauer, American Business and
Public Policy: The Politics ofForeign Trade (Chicago: Aldine, 1972); A. J. Heidenheimer, and
F. C. Langdon, Business Associations and the Financing of Political Parties (The Hague:
Martinus Nijhoff, 1968).

4. In Turkey, employers' associations are organized on a single-line basis with a peak
association. Trade and industrialists' organizations, however, are organized on a provincial basis
rather than as to branch of industry or trade.

5. As defined by Law 5590, dated March 15, 1950. See Akar 6~al, Notlu, ic;tihaltJ,
Gerekc;eli Ticaret ve Sanayi Odalan Ticaret Odalan, Sanayi Odalanve Ticaret ve Sanayi
Odalan, Tiearet Odalan, Sanayi Odalan ve Tiearet Borsalan Birligi Kanunu (Eski~ehir:

1971).

6. KemaH Sayba§lh, "Chambers of Commerce and Industry in the Political Process in
Turkey and the United Kingdom with Special Reference to Economic Policy, 1960--1970"
(Ph.D. thesis, University ofGlasgow, 1975), pp. 113-16. I would like to thank Mr. Sayba§lh for
making his dissertation available.

7. This is according to the officials of the Chamber of Industry in Istanbul.
8. Eski~ehir Sanayi Odasl, Hoftalzk Haber Bulteni (Eski~ehir: June 11, 1973).

9. At the XVII General Assembly of the union, in 1965, the three existing Chambers of
Industry at Ankara, Istanbul, and the Aegean region announced that they would move to
organize at the national level by holding joint meetings of the Boards of Directors· every three
months. Upon this public expression of discontent over lack of adequate representation,
delegates decided that a reorganization of the union was required. Advice was sought from an
American firm: Checci and Co. According to Sayba§lh, "Chambers of Commerce," pp. 238
43, the Checci and Co. report recommended as a basic principle equal representation for the
three sectors in the General Assembly and the Board of Directors of the union. Since such a
reorganization required a change in the provisions of Law 5590, work on a new chambers law
was begun. Meanwhile, the Chambers of Industry went ahead to establish an Organization for
the Cooperation ofChambers of Industry. The Chambers of Industry envisaged a union made up
of three sector federations; the overall union would secure cooperation among the federations
and represent them at the national level. The Organization for the Cooperation of Chambers of
Industry (Sanayi Odalan i§birligi Te§kilatJ.) was formally dissolved at the end ofJune 1972, but
the joint meetings of the Boards of Directors were continued. Toward the end of 1974, formal
rules and regulations to govern the cooperation of the Chambers of Industry were drawn up,
providing for Board ofDirectors meetings at six-month intervals. The major aim is "to represent
a common view to the relevant authorities, to work for the realization of a legal organization for
the Chambers of Industry and to develop cooperation among the organizations concerned." See
Eski§ehir Sanayi Odasl, Ha,ftaIIk Haber Bulteni (Eski§ehir: November 4, 1974). Other relevant



478 Ay~e Oneu

information is available in Istanbul Ticaret Borsalan, 5590 sayul Kanunun tadili ve Ticaret
Borsalan, 1973, and Tiirkiye Odalar Birligi,Istanbul, Ege Bolgesi, Kayseri, Adana ve Ankara
Sanayi Odalan Yonetim Kurullan Mus,terek ToplantlSl, 1966/1-2, 1967.

;p 10. ~inasi Ertan, "Odalar Birllginin Diinii, BUgUnii, Yanm," Istanbul Sanayi Odasl
Dergisi IX (February 1970): p. 7.

11. Z. Y. Herschlag, Turkey: The Challenge o/Growth (Leiden: E. J. Brill, 1968), p. 52.

12. Korkut Boratav, Turkiye'de Devlett;ilik (1923-1950) (Istanbul: Ger~ek Yaymevi,
1974), p. 150-51.

13. Until this law, the 1913 Ottoman Law for the Encouragement of Industry was in force.

14. Boratav, Turkiye'de, p. 54.

15. Law 655, dated 2.5.1841 (1925).

16. Devlet Istatistik Enstitiisii, "1927 Sanayi SaYlml," Yay. no. 584 (Ankara: Devlet
istatistik Enstitiisii, 1969), p. 9, Table 2.

17. K. Apak, C. Aydmelli, and M. Alan, Turkiye'de Devlet Sanayi ve Maden Is,letmeleri
(Izmir: n.p., 1952), pp. 29-31, as quoted in R. Bademh, "Distorted and Lower Forms of
Capitalist Industrial Production in Underdeveloped Countries" (Ph.D. diss., M.I.T., 1977), pp.
124-25.

18. See F. Birtek and C. Keyder, "Agriculture and the State; an Inquiry into Agricultural
Differentiation and Political Alliances, the Case of Turkey," Journal o/Peasant Studies (July
1976).

19. Law 4355, dated 18.1.1943. Diistur, III, Tertip, Cilt 21, s. 237-39.

20. British Chamber of Commerce ofTurkey, Monthly trade Journal (January 1949): 12
18.

21. Ibid.

22. Ilhan Tekeli and Selim IlIan, Savas, Sonrasl Ortammda 1947 Turkiye Iktisadi
Kalkmma Plam (Ankara: ODTU, 1974), p. 22.

23. Erhan Bener, "Foreign Trade of Turkey," in Economic and Social Studies Conference
Board, Foreign Trade and Economic Development (Istanbul: 1968), p. 174.

24. Checci and Company Reorganization Study, Washington, D.C., 1967, p. 5, as quoted
in Sayba~lh, "Chambers of Commerce," p. 50.

25. Interview, June 1977, Istanbul.
26. Interview, quoted in Sayba~lh, "Chambers of Commerce," p. 224.

27. Sanayi Birligi F evkalade Genel Kurul Toplantlsl Zabltlan, Istanbul, February 2, 1951.

28. NazifCtak,Istanbul Sanayi Odasl Dergisi (June 15, 1967): 17. Comparable figures for
membership and industrial labor force, respectively, were 2,652 and 118,893 at the end of 1967,
5,094 and 147,708 in 1970 and 3,657 and 126,276 at the end of November 1973. Today,
membership stands at approximately 4,600.

29. Interview, Istanbul, July 1977.

30. Kemal Kurda~, "Exchange Rate Policy and Turkey's Economic Development," in
Economic and Social Studies Con/erenc.e Board, Foreign Trade, p. 405.

31. Ibid., p. 406.

32. Ibid., p. 405.

33. Ibid., p. 406.
34. Bener, "Foreign Trade," p. 176.

35. Ibid., p. 178.

36. Kurda~, "Exchange Rate Policy," p. 408.

37. Ibid.

38. The Industrial Development Bank of Turkey was established in 1950 for the explicit



Chambers ofIndustry in Turkey 479

purpose of financing private sector investments. See Necdet Serin, Turkiye'nin Sanayile!imesi
(Ankara: S. B. F. Yayml, 1967) pp. 122-23. .

39. Sanayi Odasl Bulteni, April 15, 1956.

40. Devlet Istatistik Enstitiisu, Turikye'de Toplumsal ve Ekonomik Geli!imenin 50. Ylll,
no. 683 (Ankara: Devlet Istatistik Enstitiitii Yay.) 1973, pp. 176-207,212-15, Tables 7 and 9.

41. Two studies conducted in the late 1950s, namely, Arif Payashoglu, Turkiye'de Ozel
Sanayi A lamndaki Mute!iebbisler ve Te!iebbusler (Ankara: SBF, 1961), and Alec P. Alexander,
"Industrial Entrepreneurship in Turkey: Origins and Growth," Economic Development and
Cultural Change (July 1960), both indicate that in terms of family background and also
preceding occupation, Turkish entrepreneurs predominantly come from businessmen-merchants
groups. A more recent study by E. C. Clark, The Emergence of Textile Manufacturing
Entrepreneurs in Turkey (Ph.D. diss. Princeton University, 1969), also indicates the importance
of commercial capital and experience. A. O. Hirschman, in "The Political Economy of Import
Substituting Industrialization in Latin America," Quarterly Journal ofEconomics, 82 (February
1968): 1-32, discusses a similar pattern in Latin America where the production of
commodities is undertaken by previous importers.

42. In Turkish, "Iktisat ve Ticaret Vekili Fahrettin Ulas'a sanayi hammaddelerinin Sanayi
Odasl tarafindanithalinin faydalanm izah ettik," Istanbul Sanayi Odasl Bulteni, Mart 1, 1956;
again in Turkish, "Sanayii ilgilendiren maddeler ithalatmin ithalat~l kanahyla yapllmasl mese
lesinin tezekkiir edilecegini vekil vaad etmi§tir," Istanbul Sanayi Odasl Bulteni, Subat 15,
1956.

43. Interview, Istanbul, July 1977.

44. The implementation of five-year plans in Turkey also marked the launching of a whole
series ofmeasures, all designed to induce private-sector investments. For a review ofthe tax and
customs measures which were initiated beginning with 1963 and the various amendments,
modifications, etc., in later years, see Baran Tuncer, "The Regulatory Role of the Government
in the Turkish Economy", paper presented at the International Seminar an the Turkish and other
Countries' Experience with a Mixed Economy, Antalya, October 13-17, 1975.

45. Including List I and list II.

46. Maxwell J. Fry, Finance and Development Planning in Turkey (Leiden: E. J. Brill,
1972), p. 118.

47. In Turkey, state-owned banks own more than double the total assets ofprivately owned
banks. Of the total assets of the financial system, approximately 70 percent were held by public
institutions, primarily set up to fmance public and public-approved undertakings, at the end of
1967. See Fry, Finance, pp. 36-38). As many of the banking rules and regulations are designed
with the public sector in mind, the decision to allow banks to participate in business undertakings
cannot really be labeled as a deliberate policy measure to encourage private-sector investments,
although this is an obvious outcome.

48. See Z. HatipogIu, "Tiirkiye'de BankaClhitn Biinyesi" In BankaCll1k Semineri
(Istanbul: M. O. Produktivite Kurumu, 1968), and also V. Sava§, "Faiz ve Komisyonlar vs.
Masraflar," ibid.

49. Banking Law 7129, Article 38, passed in 1958.

50. See "Tiirkiye'de Sermayenin YaplSl: A-Bankalar," ilke (Haziran 6, 1974), and
"Tiirkiye'de Sermayenin Yaplsl: B-Holdingler," ibid. (August 1974). Also see IIhan Tekeli
and Gbkhan Merite§, "Tiirkiye'de Holdingle§me," Toplum ve Bilim (Winter 1978): 16-45.

51. During the second five-year plan and the first year of the third five-year plan, virtually
every major investment in the Istanbul region benefited from some or all of the incentives in the
investment incentive scheme. The 1974 annual plan imposed severe restrictions on Istanbul
industries which qualify for investment incentives [SPO, Third Five-Year Plan, 1974 Annual
Program, (Ankara: 1974), p. 9]. The effect of restricting incentives is reflected in the decline of
Istanbul's share of investment benefiting from incentive measures. Whereas in 1972 this share



480 Ay~e Oneu

amounted to 20.5 percent of the total and in 1973 to 24.8 percent, the 1974 share fell to 8.4
percent (Istanbul Master Plan Bureau estimate; see "The Structure of Istanbul's Economy,"
unpublished report, July 1976, pp. 13-14).

52. For instance, one small paint manufacturer interviewed (employing 35 workers)
indicated that he used 49 different kinds of input, 80 percent of which were imported. Given the
fact that he needed very small quantities ofeach, he indicated that it was impossible for him to do
his own importing. He bought about a month's worth of supplies at a time from a commercial
importer.



J

CHAPTER 15

Social Mobility in Turkey

Sevgi Aral

In the more frequently cited studies in the area, social mobility is defined
either as the "gains and losses of power, privilege, and prestige by an
individual" or as the "process by which individuals move from one position
to another in society-positions which by general consent have been given
specific hierarchical values."· Such change in the positions occupied by or
levels of power, privilege, and prestige enjoyed by individuals can be related
to two types of processes. One of these is structural change associated with
changes in technology, division of labor, and the more general process of
economic development, and the other is the rearrangement of individuals
occupying specified positions within a relatively stable structure.2 The for
mer is conventionally called structural mobility, while the latter is referred to
as pure or exchange mobility. Total observed mobility in a society is a
combination of these two components. In general, research conducted on
social mobility in underdeveloped countries has focused on the secular
trends, or the structural change component of the process, that is, structural
mobility since this component assumes, relatively, much greater significance
during economic development and rapid change. On the other hand, in
Western societies, studies of social mobility have concentrated on mobility
as independent of secular trends. 3 The main point of concern in the latter set
of studies has been the relative openness of the stratification system or the
relative permeability of statuses. Comparative studies across societies have
also reflected the latter pattern, their goal being to answer the question, which
society is more mobile, more open, more equalitarian? Since even high rates
of structural mobility would not necessarily be indicative of an open perme
able stratification system, such mobility did not attract much research
attention, and pure mobility has been the main topic of interest.

Although at the analytical level, this distinction. between social mobility
related to structural change and that related to movement across the ranks of
a relatively stable stratification system provides a better understanding ofthe
mobility phenomenon, to the extent that it· has led to the relative neglect of
one or the other type of research focus, it has not been particularly helpful.4

Another characteristic of research and theory in ~be area ofsocial mobility
~1. \,
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which has not been very helpful in the achievement of a clear understanding
of the mobility process is the specialized focus on the mobility process itself,
without due regard to the closely related structures of occupational distribu
tion and stratification. The conceptual and methodological differentiation
between pure mobility and &tructural mobility, mentioned above, has allowed
the analysis and some understanding of the effects of changes in the occupa
tional structure on social mobility. However, a similar conceptual tool for
analyzing the effects of changes related to the stratification system on social
mobility is not available. The stratification system is essentially a socially
constructed, commonly accepted system of meanings consisting of specific
hierarchical values of power, privilege, and prestige, associated with specific
positions. Hence, changes related to the stratification system may result in
"gains and losses of power, privilege, and prestige by an individual" without
the individual necessarily moving from one position to another in society.
Consequently, it is necessary to partial out the effects of changes related to
the stratification system, as well as those related to the occupational struc
ture, in order to understand the pattern of social mobility-or gains and
losses of power, privilege, and prestige by an individual resulting from his
movement from one position to another in society.

In most discussions of social mobility, whether theoretical or empirical, it
seems that an implicit assumption is made regarding the stability of the
system of stratification. Even formulations which specifically mention
changes in stratification structures, upon closer examination, prove to be
referring to changes in the occupational structure.s The widespread occur
rence of this implicit assumption of stability might be an outcome of the fact
that the majority of social mobility studies which proved to be theoretically
and methodologically important were conducted in societies for which the as
sumption of stability was valid. Nevertheless, the necessity of treating the
issue of social mobility within the context of an explicitly formulated under
standing of social stratification has been put forth in the literature.6

It seems that stratification systems within which social mobility takes place
are not necessarily stable, in the sense that they could be subject to certain
types of change. If social mobility is to be studied in a society where the
stratification system itself is undergoing change, several rather important
problems would be confronted, both in the measurement and in the under
standing of mobility. Two types of change related to stratification systems
seem to be closely connected with social mobility. One of these is the case of
change in the relative position of a group of individuals, quite often an
occupational group, with respect to one or more dimensions of inequality.
This type of change will be referred to here as change within the stratifica
tion system. Examples of change within the stratification system are an
increase in the relative income position of skilled workers, a decrease in the
relative power of high-level bureaucrats, or a change in the prestige rank of
politicians. The second type of change related to the stratification system
involves some kind of modification in the basic principles: the definitions of
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relevant dimensions of inequality, the relative importance of each dimension,
relationships between the dimensions, and acceptable processes of conver
sion between dimensions. This type of change will be referred to as change 0/
the stratification system. An example ofchange ofthe stratification system is
the passage of a society from a system dominated by the political structure to
one dominated by the economic structure, accompanied by the relevant
changes in the system of commonly accepted meanings of inequalities, that
is, the stratification system.

The social system existing in Turkey for the last several decades is
characterized by all of the types of change referred to above. Thus, a study of
social mobility in Turkey should take into account structural mobility, pure
mobility, and the implications of the changes within, and the changes of the
stratification system, for social mobility. The conceptual difficulty in under
standing the phenomenon ofsocial mobility in Turkey, caused by the changes
related to the stratification system, is accompanied by the scarcity of usable
empirical findings. Here an attempt will be made to formulate some tentative
generalizations based on what is available.

Structural Change

The basic structural changes which are conventionally associated with the
changes in the distribution of occupations and social mobility include a shift
from agricultural activities to nonagricultural activities, increased participa
tion in a market economy, increased specialization of the labor force, an
increase in the proportion of wage and salary earners, and a shift in the
direction of a more highly skilled labor force.

It is clearly observable that most of the processes of structural change
mentioned above have been going on in Turkey for some time. The shift from
agricultural activities to nonagricultural activities is evidenced by the high
rates of urbanization observed since 1950. Similar to the experience in some
other underdeveloped countries, urbanization is more rapid than the increase
in employment in manufacturing; thus the shift out of agriculture results in an
increase in the service sector.

A comparison of the occupational distributions of the labor force in 1960
and 1970 indicates a rather rapid increase in occupations which require
technical training and in the numbers of free professionals.7 This change
probably reflects at least a partial upgrading in given sections of the labor
force as well as increased specialization. Increasing levels of educational
attainment for the population as a whole and for the labor force also support
the view that some upgrading of the labor force is in process.

Proportions of wage and salary earners also show a trend which is rather
similar to those observed in other developing countries. There is a steady
increase in the relative numbers of wage and salary earners since 1960.

These basic changes related to the occupational structure would be
expected to result in a considerable volume of structural social mobility in the
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Turkish society. Such mobility would be expected even if the stratification
system were relatively nonpermeable in essence.

Changes Related to the Stratification System

Change ofthe Stratification System

The centrality and dominance ofthe political variables during the classical
Ottoman period of Turkish society have been argued by several students of
this society.8 The transformation of this system into one where the economic
variables occupy the position of dominance has also been observed.9 The
implication of this for the stratification system is that, essentially, whereas
power was the determining dimension of stratification, with the privilege and
prestige dimensions operating to fit the power distribution during the Otto
man period, presently, of the three dimensions, privilege seems to be becom
ing the determining one. While power used to be essentially political,
bureaucratic power, ultimately resting on the power of the state, today
economic power shaped by the mechanisms of the market seems to be
increasingly more important. The processes of conversion, which essentially
involved the allocation of prestige, wealth, and income so as to be appropri
ate to one's position (and hence power) in the context of the earlier stratifica
tion system, also show signs ofchanging. In the present stratification system it
seems that there is increasingly the tendency for the processes ofconversion to
operate in the opposite direction, prestige and power being allocated such
as to be appropriate to one's wealth and income.

This process of modification which the stratification system is going
through presently seems to be accompanied by another closely related
development which is noticed by the casual observer. People repeatedly refer
to the simultaneous existence of what is perceived to be two entirely different
worlds, namely, the private and public sectors, the private sector being
dominated by market mechanisms, while the public sector is dominated by
bureaucratic position. Stratification within the latter is considerably more
similar to the traditional system of stratification; that is, the most important
dimension is bureaucratic power which comes with one's position, and
inequalities in income, wealth, and prestige are more or less determined by
this dimension. The private sector, on the other hand, is characterized by a
system of stratification in which economic power is the determining factor.

The perception of the public and private sectors as two distinct social
milieus characterized by different patterns of stratification is a fact of the
relatively concrete, everyday level of experience and as such plays an
important role in the social construction of that commonly accepted system
ofmeanings which constitutes the stratification system. More specifically, the
transformation of the stratification system from one dominated by political
variables into one dominated by economic variables is facilitated by this
perception, since that which is perceived gets to be assimilated., into the
constructed social reality in the process modifying the latter. Thus, the·



Social Mobility in Turkey 485

overall system of stratification comes to bear, to an increasingly greater
extent, the characteristics of a system dominated by economic variables.

At present, while the stratification system in Turkey seems to be in the
process of change, the transformation from one type of system to the other is
by no means complete. Thus, it would be an oversimplification to state that in
the old system all dimensions of inequality were perfectly well aligned, with
political power being the determining one, and that they are again perfectly
well aligned, with economic power playing a determining role in the new
system. Quite to the contrary, the rather large-scale change going on seems to
result in an almost equally large-scale level of malalignment between various
dimensions of stratification. lo Such malalignment is observable in the rela
tively large numbers of status-inconsistent individuals-those who earn
rather high incomes yet enjoy only a very limited amount of prestige, or those
who are in positions of considerable power with only limited incomes. 11

Results of an empirical investigation of perceived education, income, and
prestige associated with 40 occupations support the argument presented
above. l2 These findings indicate that the education, income, and prestige
ranks of a number of occupational positions are perceived to be inconsistent.
Moreover, in the case of some occupations the inconsistencies involved are
quite large; that is, the difference between rank on one dimension of stratifi
cation and that along another dimension(s) is considerable. Occupations
such as merchant, member ofthe Parliament, factory owner, actor, and tailor
were found to have inconsistent statuses in that their income ranks were
higher than their prestige ranks. On the other hand, occupations of primary
school teacher, nurse, high school teacher, miner, government employee,
newspaper reporter, economist, university professor, and construction work
er presented the reverse type of status profiles, with their prestige ranks
exceeding their income ranks. It should be noted that 34 out of the 40
occupations studied were found to be inconsistent in one form or another.
Twenty-one of these inconsistencies involved rank differences of 10 or more.
Unfortunately, the dimension of power was not included in this study, and
inconsistencies related to power are not reflected in these findings.

The relatively great numbers of status-inconsistent individuals and the
types of status inconsistency observable seem to be connected with the
transformation of the system from one dominated by political variables to
one marked by the importance of economic variables, mentioned earlier.
Among existing inconsistencies, three distinct types are predominantly vis
ible. One of these is inconsistencies caused by the simultaneous existence of
public and private sectors. The private sector, especially at the higher levels
of the occupational hierarchy, pays considerably higher incomes than the
public sector. Thus the incomes of two persons in the same occupation with
equal education, training, skill, and experience may be considerably dis
parate. This is perceived and experienced as status inconsistency in relation
to both people working in the private sector and those in the public sector.
Moreover, it is evaluated as being a major, concrete form of injustice.
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Another type of inconsistency results from the differentiation between
nonunionized civil servants and unionized workers within the public sector.
Here again, an income inequality exists between people with rather similar
characteristics who do practically the same work and the situation is collec
tively defined as inconsistent, unjust, and disturbing. An empirical investi
gation of behavioral p,roblems among the personnel of the Turkish Electrical
Institute has shown the latter type of inconsistency to be a major factor in the
emergence of problems such as low productivity, inefficiency, high turnover
rates, etc.13

The continuation of a specific aspect of the traditional structure seems to
give rise to the third observable type of status inconsistency, that is, inconsis
tency resulting from incompatibilities between positions, performances in
positions, and skills and motivations. It has been pointed out in the literature
that this type of inconsistency exists in systems in which persons are
allocated to positions on the basis of attributes other than skill and motiva
tion. 14 Such allocation takes place through ascriptive processes, and the
Turkish society has been, and still is, marked by the significance of ascriptive
characteristics such as age, sex, minority status, or regional origin. Observa
tion of recruitment and job search processes strongly suggests that the
existing ascriptive ties and characteristics play an important role in the
allocation of persons to positions at the present time.

This rather confused picture is further confused by the fact that neither the
old social system dominated by the political structure nor the social system
toward which Turkish society seems to be moving, which is dominated by the
economic structure, can be conceived of as single, homogeneous, unified
systems. MardinlS refers to the existence of two "well-delineated cultures"
in Ottoman society, one in the metropolis and the other in the periphery. In
present-day Turkish society, some continuation of this basic dichotomy is
still visible. Yet the so-called two cultures are being brought into increasingly
closer contact with each other by the changing social relations and the
massive rural-urban migrations, thereby mutually modifying each other.

If social stratification systems are essentially systems of commonly ac
cepted meanings, as has been argued earlier in this chapter, then it seems that a
major change of the stratification system is presently on the agenda in
Turkish society.16

Changes Within the Stratification System

As the stratification system as a whole has been undergoing change, partly
in the form of repercussions of this, certain changes within the stratification
system were also observable,17

The relative power, privilege, and prestige of high-level bureaucrats have
been on the decline for some time. This is an interesting phenomenon which
probably is a clear reflection of the change of the stratification system. It is
interesting in the context of the fact that higher levels ofthe state bureaucracy
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had played a particularly important leading role in the introduction of a new
social system, which would ultimately be dominated by the economic struc
ture, into the Turkish society.18 This new social system, introduced by the
state bureaucracy, was to negatively influence the relative social standing of
the very group which helped its introduction.

It has been stated in the literature that in societies undergoing economic
development politicians enjoy a rather high relative position in the stratifica
tion system and that political prestige is relatively higher in societies where
recruitment for political office is exclusive.19 In Turkey high-level politicians
seem to have been losing prestige for more than two decades. An empirical
study on occupational prestige indicates that members of the Parliament
occupy the twenty-fifth rank in a ranking of 40 occupations with respect to
prestige, this position being near those of foreman, secretary, and machinist. In
contrast, verbal explanations volunteered by the majority of the 600 res
pondents covered in this study, as· well as responses to some open~ended

questions, specified that politicians of earlier decades were "better," they
"did more for the country," and "everybody respected them and thought
highly of them."20 This loss of prestige could probably be accounted for by
the joint effect of recruitment becoming increasingly less exclusive and the
Turkish political situation being far from stable for a long period. The
socioeconomic backgrounds of members of the Parliament have become
considerably more heterogeneous through time.

The relative standing of industrialists and people engaged in trade seems to
have been improving. The power and prestige associated with such positions
have changed more slowly than the privilege dimension. The changes in
power were associated closely with the shift toward a system dominated by
economic principles. Those in prestige, as well as being related to the
privilege and power enjoyed by such occupations, were also influenced by the
rather distinct prestige level associated with being in these positions in the
traditional past. During the Ottoman period the fact that trade and industry
were predominantly manned by certain ethnic minorities resulted in rather low
levels ofprestige for such positions. Thus, the increase in the prestige enjoyed
by people in these occupations has been considerably slow.

It would be expected that the changes of the stratification system dis
cussed earlier would render the position of the worker more important in the
society. Expansion of industrial investments, conjointly with the institution
alization of collective bargaining rights, rights to strike, growth of the trade
unions, and the increasing frequency of messages on the mass media that are
part of a growing pro-labor ideology, has operated to improve the standing of
workers, especially skilled workers, in the stratification system. Improvement
is observable with respect to both power and prestige as well as privilege over
the past two decades.

Civil service jobs in general used to be considered quite attractive by the
majority of Turkish people. Employment, even at the lowest levels of civil
service, was perceived to carry with it adequate income and a guarantee of
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life-long job security. This has also been changing especially due to the
relatively low levels of income associated with such jobs.21

As can be gathered from the above examples, structural change, change
within the stratification system, and change of the stratification system are
closely interconnected. Structural change, by modifying the numbers, con
centration, and organization of specific occupational groups as well as their
role within the economy, leads to changes within the stratification system.
The latter type of change is, more often than not, brought about through
the political activities ofoccupational organizations that are aimed at further
ing the interests of people in the relevant occupations. Change of the
stratification system, given the definition adopted here in terms of systems of
commonly accepted meanings, is a change at the level of ideology. Such a
change in ideology may result from structural change which simultaneously
leads to changes within the stratification system. Conversely, a change in the
general ideology may result in a change of the stratification system and
structural change at the same time, indirectly leading to changes within the
stratification system. In both cases the structure of stratification is modified,
and structural mobility results. Moreover, as will be discussed later, such
changes create visions of mobility, even if actual mobility is relatively
infrequent.

Social Mobility: Empirical Evidence

The only systematic information, collected from a national sample, on
levels of intergenerational mobility in Turkish society can be found in
Bulutay, Timur, and Erse1.22 (See Tables 15.1 and 15.2.) Their data indicate
that the proportion staying in father's occupation is greatest for free profes
sions (85.31 percent), followed by large-scale trade and industry (73.44
percent), farmers (70.19 percent), farm laborers (67.85 percent), those
occupied with trade (59.37 percent), artisans and craftsmen (55.53 per
cent), and high-level civil servants (40.64 percent). The proportion staying in
father's occupation is smallest for technicians (0.00 percent), followed by
skilled laborers (33.01 percent), unskilled laborers (35.58 'percent), and low
level civil servants (39.48 percent). The largest proportion of sons of techni
cians are unskilled laborers (81 percent) and artisans and craftsmen (18.93
percent). Sons of skilled laborers who are not in their father's occupation are
distributed mostly in the categories of arts and crafts (29.58 percent), low
level civil service (19.14 percent), and high-level civil service (14.44 per
cent). Mobile sons of unskilled laborers are found in the categories of skilled
labor (25.56 percent), arts and crafts (25.12 percent), and low-level civil
service (10.33 percent). Sons of low-level civil servants, whose occupations
are different from their fathers', are mostly artisans and craftsmen (20.14
percent) and skilled laborers (15.28 percent). For all categories of father's
occupation, except for that of technician, the largest proportions of son's
occupation are the same as father's occupation.



TABLE 15.1
Distribution o/Father's Occupation by Own Occupation

Father's Occupation

Large- High- Low-
Scale Level Level Arts

Own Trade & Profes- Govern. Govern. Tech- and Skilled Unskilled Farm
Occupation Industry Trade sions Employee Employee nician Crafts Labor Labor Farmer Laborer Total

Large-scale trade 28.93 43.61 0.00 0.00 12.99 0.00 0.00 0.00 9.97 4.49 0.00 100.00
& industry

Trade 0.72 62.50 0.00 1.14 8.21 0.00 11.11 1.64 2.50 11.24 0.95 100.00
Professions 0.00 0.00 16.89 4.06 47.62 0.00 11.68 0.00 4.57 15.18 0.00 100.00
High-level 0.00 14.98 1.74 26.79 23.04 0.00 9.41 13.13 0.55 10.35 0.00 100.00

government
employee

Low-level 0.16 3.65 0.00 2.63 23.20 0.00 15.56 2.58 8.11 44.12 0.00 100.00 ~
government (')

employee ~

Technician 0.00 3.63 0.00 0.00 9.65 0.00 22.84 0.00 2.64 61.24 0.00 100.00 ~
Arts and crafts 0.11 1.52 0.00 1.03 5.84 0.06 36.52 1.96 9.73 40.53 2.70 100.00 l::r'

:::::
Skilled labor 0.00 1.06 0.00 0.41 10.19 0.00 19.97 5.04 22.77 38.20 2.36 100.00 ~.

Unskilled labor 0.00 0.48 0.00 0.00 2.02 0.38 12.12 0.00 18.81 63.41 2.78 100.00 !i'
Farmer 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.09 99.48 0.43 100.00 ~
F arm laborer 0.00 0.00 0.00 0.00 0.00 0.00 0.56 0.00 0.00 45.51 53.94 100.00 *'~

-t...
00
'0
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TABLE 15.2
~

Distribution ofOwn Occupation by Father's Occupation 03.
Father's Occupation ~

~

Large- High- Low- -
Scale Level Level Arts

Own Trade & Profes- Govern. Govern. Tech- and Skilled Unskilled Farm
Occupation Industry Trade sions Employee Employee nician Crafts Labor Labor Farmer Laborer Total

Large-scale trade 73.44 7.67 0.00 0.00 1.29 0.00 0.00 0.00 0.74 0.03 0.00 100.00
and industry

Trade 9.80 59.37 0.00 3.68 4.39 0.00 2.62 3.82 1.00 0.36 0.64 100.00
Professions 0.00 0.00 85.31 3.68 7.17 0.00 0.78 0.00 0.51 0.14 0.00 100.00
High-level 0.00 6.71 14.69 40.64 5.80 0.00 1.04 14.44 0.10 0.16 0.00 100.00

government
employee

Low-level 6.95 11.04 0.00 26.92 39.48 0.00 11.67 19.14 10.33 4.50 0.00 100.00
government
employee

Technician 0.00 0.90 0.00 0.00 1.35 0.00 1.41 0.00 0.28 0.51 0.00 100.00
Arts and Crafts 9.80 9.30 0.00 21.39 20.14 18.93 55.53 29.58 25.12 8.37 11.75 100.00
Skilled labor 0.00 2.83 0.00 3.68 15.28 0.00 13.21 33.01 25.56 3.43 4.47 100.00
Unskilled labor 0.00 2.17 0.00 0.00 5.09 81.07 13.50 0.00 35.58 9.60 8.87 100.00
Farmer 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.78 70.19 6.41 100.00
F arm laborer 0.00 0.00 0.00 0.00 0.00 0.00 0.25 0.00 0.00 2.72 67.85 100.00
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When percentages are calculated on the basis of own occupation rather
than father's occupation, it is seen that the greatest proportions of low-level
civil servants (44.12 percent), technicians (61.24 percent), and farmers
(99.48 percent) come from farming backgrounds. On the other hand, the
largest proportions of those in large-scale industry and trade (43.61 percent)
and trade (62.50 percent) are from trade backgrounds. Most farm laborers
have fathers who are either farm laborers (53.94 percent) or farmers (45.51
percent). This distribution basically reflects the changes in the occupational
distribution, especially the shift from agricultural to nonagricultural activities.

Unfortunately, it is impossible to partial out the effects of pure and
structural mobility from these data since the table marginals are not reported.
Moreover, due to the changes related to the stratification system mentioned
earlier and the malalignment ofvarious dimensions of stratification with each
other, it is necessary to be careful in making generalizations regarding vertical
mobility. Still, it seems that a considerable part of the vertical mobility taking
place in Turkey occurs over short distances. Upward mobility over relatively
longer distances originates in the categories of low-level civil servants,
artisans and craftsmen, and, to some extent, unskilled laborers. These
patterns ofupward mobility cannot at this point be interpreted as indicative of
an open or closed stratification system, since our observations of mobility
patterns are based on rates of total mobility rather than pure or exchange
mobility and reflect the combined effect of structural changes in the occupa
tional distribution and individual mobility.

A combination of the effects of change in the distribution of occupations
and a change within the stratification system (with respect to the income
dimension) can be seen in the modifications ofthe relative standing ofvarious
occupational groups with respect to income between 1968 and 1973.23 The
proportions ofcivil servants and technicians and skilled and unskilled laborers
in the population have increased in this five-year period by 42.5 percent and
21.7 percent, respectively, while the proportions offarmers and farm laborers
and free professionals, industrialists, traders, artisans, and craftsmen have
decreased by 14.7 percent and 6.9 percent, respectively. On the other hand,
the income shares of industrialists, traders, free professionals, artisans, and
craftsmen have decreased by 18.1 percent, while those of civil servants,
technicians and skilled and unskilled laborers, and farmers and farm laborers
increased by 19.5 percent, 7.0 percent, 6.1 percent, respectively, within the
same period. These two sets ofchanges have resulted in the relative per capita
income standing of farmers and farm laborers being improved, while those of
the other groups have declined.

Dimensions of Social Mobility

Due to the lack of data, discussions of the above type, regarding the
changes in the occupational distribution and the relative standing of occupa
tions with respect to some given dimension ofstratification, cannot be made in
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connection with any dimension other than income. This is unfortunate since
mobility along other dimensions is probably at least as important as income
mobility in understanding Turkish society. Lipset and Zetterberg24 propose
that income, prestige, power, and consumption are dimensions of stratifica
tion along which mobility should be analyzed. All four ofthese dimensions are
probably important in the study of mobility within the context of the Turkish
social system. Power and prestige have been, traditionally, important dimen
sions in the socially constructed reality of this society due to the particular
characteristics ofthe social system during the Ottoman period. Power still is a
central dimension, although it seems to be changing in kind. The shift from a
system dominated by the political"structure to one dominated by the' economic
structure brings with it competition between economic interest groups, aimed
toward a better, higher relative standing within the society. This competition
is conducted through political routes, and the agents involved are associations
formed on the basis of common occupational interest-hence the emergence
and politicization ofprofessional associations, trade unions, and Chambers of
Commerce and Industry. 25 Individual power mobility takes place within the
context of a rapidly changing stratification with respect to power.

The dimension ofconsumption seems to assume increased importance as a
result of relatively rapid and long-term changes within and of the stratification
system. Since the rules determining who stands where relative to whom are
not too clear, consumption, visible in amount and style, becomes an increas
ingly more important indicator and proof of relative standing. To a certain
extent consumption also functions to mask undesirable changes in relative
standing. Groups which are downwardly mobile with respect to other dimen
sions can possibly be upwardly mobile in terms of consumption. Examples of
this are observable in Turkey among those who, due to decreases in relative
income, end up transforming wealth (especially land) into cash income and
improve the style and volume of consumption, which partially secures
maintenance of at least the relative prestige level, while in the long run overall
socioeconomic status is on the decline. Thus, upward consumption mobility is
at once a symbol of upward mobility in other dimensions and a mask for
downward mobility.

Intervening Mechanisms in the Process of Mobility

The most important intervening mechanisms of social mobility in Turkey
appear to be rural-urban migration, labor migration to Western Europe, and
education. Of these three mechanisms rural-urban migration is probably the
most important factor which contributes to increased rates ofmobility. On the
other hand, labor migration to European countries results in social mobility
occurring over relatively longer distances. Studies by Abadan-Unat, Yasa
and Bozkurt, and Ramazanoglu26 indicate that upon return to Turkey,
migrant workers experience considerable improvement in relative socioecon
omic standing. Large proportions of return migrants invest their savings in
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independent activities in the tertiary Sector and enjoy higher levels of income
and especially prestige than they did prior to migration.

Data on the demographic characteristics of migrants to Europe suggest
that the vertical mobility which such migration leads to has been changing in
kind over time. Ithas been argued that the earliest migrants were mostly young
bachelors from the most developed areas ofTurkey but that as migration grew
into a mass phenomenon,older men, married men, single and married women,
and people from diversified backgrounds, both rural and urban, were drawn
into the stream.27 Thus, it seems that mobility through the mechanism oflabor
migration has become a possibility for progressively lower layers of the
stratification structure over the years.

Education is stated' to be the main mechanism of upward mobility in
industrialized societies. In Turkey, the relative importance of education as a
vehicle in social mobility is probably more limited at the present, owing to the
large-scale structural changes. However, in the future this particular role of
education can be expected to assume increasing relative importance as the
volumes of rural-urban migration and labor migration to Europe decrease.

With the available data it is impossible to assess the relative volumes of
educational mobility. However, patterns of mobility in which education is
instrumental seem to be similar to those of other underdeveloped countries.
Smelser and Lipset28 state that in underdeveloped countries education,
especially higher education, is used as a means of attaining diffuse high status
affirmed through the free professions and governmental positions. Secondary
analysis of a set of data collected from representative samples of three
neighborhoods in the city of Ankara (one high, one middle, and one low
socioeconomic status neighborhood) indicates that individual educational
mobility is highest among high-ranking officials of private and public enter
prises and businessmen and among free professionals and administrators. The
lowest levels of individual educational mobility were found among low-level
civil servants and skilled laborers and among semiskilled laborers. 29

The argument that in underdeveloped countries education is used as a
mechanism for tJte attainment of diffuse high status is supported by Turkish
data in another sense as well. The results of a study focusing on the
perceptiops of inequalities in education, income, prestige, and contributions
to society, referred to earlier, indicate that people do not perceive inequalities
in income to be highly correlated with inequalities in education.30 The
relevant correlation coefficients, computed for high, middle, and low socio
economic status neighborhoods separately, range between a low of 0.1005
and a high of 0.1751. On the other hand, inequalities in education are
relatively more highly correlated with inequalities in prestige, the correlation
coefficients ranging between 0.4941 and 0.8558. These findings indirectly
indicate that education is perceived to be a means of attaining high levels of
prestige but not high levels of income. In this context it is interesting to note
that the correlation between perceived income and prestige is not too high
either; the coefficients vary between a low of -0.1863 and a high of0.1145.
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The total pattern of perceptions of relationships between various dimen
sions of inequality, indicated by the results of the study mentioned above,
seems to be quite consistent with the change of the stratification system
discussed earlier. Since status honor, or prestige, is embedded in the general
value system to a considerably greater degree than is income, its distribution
reflects the traditional system of stratification, essentially centered around
bureaucratic position, to' a greater extent than do the distributions of income
or economic power. On the other hand, distributions of income and economic
power are much more responsive to the market mechanisms, the main
principle which is responsible for the. change of the system of stratification.
Thus, the distribution of prestige and the inequalities in education are
relatively more in accord with the traditional system, while the distribution of
income is more in accord with the contemporary economic structure, resulting
in a weaker than usual correlation between prestige and perceived income and
perceived education and income. As will be explained in the next section, this
malalignment between various dimensions of inequality functions to soften
the effects of inequality by reducing its visibility through the phenomenon of
status inconsistency.

Earlier it was briefly stated that income, prestige, power, and consumption
are readily identifiable dimensions of social mobility. Data -relating to the
Turkish society suggest that education is mainly a mechanism for prestige
mobility, rather than income mobility. This is not to say that increased
education does not lead to improved possibilities for income. It is to say,
however, that education by itself carries much greater weight in the determi
nation ofprestige than it does in that ofincome, since it is only one of the many
factors which influence level of income.

As the significance of economic variables further increases in the overall
system of generally accepted meanings, the malalignment between income
and prestige and between income and education may be expected to decrease
and disappear. If, and when, these various dimensions of inequality get to be
well aligned, education would become a more important means of income
mobility as well as one of prestige mobility.

Appropriate data which would allow generalizations regarding the rates
and characteristics of educational mobility are not readily available. How
ever, observation suggests that in Turkey rates of educational mobility are
relatively low, while the distance over which such mobility occurs can be
considerable, as exemplified in the intergenerational mobility from occupa
tional groups such as low-level government employment, skilled labor,
unskilled labor, farming, and arts and crafts into those of high-level govern
ment employment and the professions. The relatively low rates ofeducational
mobility, mentioned above, are probably a result of the inequality of edu
cational opportunity which has been a characteristic ofthe Turkish society for
a long time. The results of an ecological study indicate that interprovincial
inequality in educational opportunity has been quite high in Turkey since
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1927. Although such inequality has shown a steady and consistent decline
since 1927, the decline has been remarkably slow.31

Images of Mobility

In any society, what people perceive to be the prevailing rates of, and
distances covered in, vertical mobility is an important factor, distinct from,
although related to, the actually existing mobility structure. Reactions to
existing structures of inequality are basically, and directly, shaped by images
ofmobility rather than by the objective characteristics of mobility patterns. In
this particular context, it is images of pure or exchange mobility, rather than
those of structural mobility, which are central and significant, since it is the
former which is indicative of the relative openness of the system. In general,
the goodness offit between the mobility structure and the images ofmobility is
influenced by the various, historical, and communication factors which are of
relevance. Moreover, since structural and exchange components of overall
mobility cannot be differentiated in mere appearances, high levels of struc
tural mobility, even if they are coexistent with low levels of exchange
mobility, lead to images of high exchange or individual mobility. In other
words, stratification systems may be perceived as open, even if they are not
so, if they are marked by high levels of structural mobility.

In societies which are subject to large-scale changes within the stratifica
tion system and of the defining principles and relations of stratification, a
further complication results in that these changes themselves give the appear
ance of mobility.

In Turkey, as discussed earlier, structural changes of considerable scale
leading to structural mobility-are accompanied by changes within and of the
stratification system. Historically, stories of sudden mobility over rather long
distances have been abundant. This type of mobility has been called"Alad
din's lamp mobility."32 Thus, it is to be expected that rather favorable images
of mobility, or perceptions of high rates of individual mobility occurring over
long distances, would be widespread in the contemporary Turkish society.
Moreover, such perceptions would be expected to predominate even if they
are not congruent with the existing levels of actual individual mobility.

Data gathered in the context of studies on rural-urban migration and labor
migration to Europe support this expectation. That which cannot be deter
mined, however, is the extent of congruence between these perceptions and
existing patterns of individual mobility.

Most of the relevant studies on rural-urban migrants indicate that the
majority of this group is content with the change in their lives brought on by
the move, and that they have expectations of upward mobility. Such expecta
tions are expressed in the form ofbeliefs that they will have higher income and
better jobs and that they will live in better houses in the future.

Moreover, rural-urban migrants also have upward mobility expectations
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for their children. They want their children to receive more education than
themselves, and many state that, if possible, they would like their children to
graduate from the university. These desires are coupled with expectations in
the same direction. Quite realistically, they explain that the mere fact of
being in the city would be ofhelp for their children to achieve a better life than
themselves and that the availability of educational facilities in the city would
make it easier for their children to go into the professions or occupations
characterized by technical skill.33

Labor migration to Europe has also had important effects on images of
mobility, as would be expected. Although the level of income received is
defmitely increased when one goes to Europe as a migrant laborer, when the
overall stratification systems involved-that is, those in Turkey and in the
country of destination-are taken into consideration, it is not always easy to
define such a move as either downward or upward mobility. Such a move
probably confronts the individual mover with a sudden loss ofstatus honor in
his immediate, current social circle. Status evaluations in the host society are
bound to be lower than status evaluations in the native society, due to the
significant role ofethnic group membership in such evaluations. Nevertheless,
upon return to Turkey overall social position is considerably improved. Such
improvement, combined with the relatively high volumes oflabor migration to
Europe, creates visions of magnified opportunities for upward mobility, both
in the eyes of the mover and those of others. Within a context dominated by
changes in the occupational structure, rural-urban migration, and changes
related to the stratification system, all of which have favorable impacts on
images of mobility, labor migration to Europe influences images of mobility
significantly, in a manner consistent with the larger scene.

To conclude, irrespective ofthe actual rates ofvertical individual mobility,
people perceive the stratification structure inTurkey as allowing high rates of
long-distance upward mobility. These perceptions probably dampen the
negative reactions to existing inequalities. Another factor which operates to
reduce negative reactions to the structure of inequalities, in a manner quite
similar to favorable images ofmobility, probably is the relatively high volume
of status inconsistency, mentioned earlier. Status inconsistency, by making
overall position in the stratification structure less clear, reduces the visibility
of inequality. Moreover, when a superior position along one dimension of
inequality is accompanied by an inferior position along another dimension,
inequality in overall socioeconomic status is perceived to be less. 34

Yet another factor which operates in the same direction is the general
improvement in the standard of living. Such improvement results in what is
called illusionary mobility, making people feel upwardly mobile when their
relative position remains unchanged.

In general, then, it seems that images of mobility in Turkey have been
functioning such as to exert a stabilizing influence on the society, similar to
several other factors that operate at the ideological level, such as changes of
the stratification system or status inconsistency. The extent to which these
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images reflect the actual situation, with respect to individual mobility, cannot
be determined with the existing data. Nevertheless, it is clear that a significant
volume of structural mobility and considerable changes within and of the
stratification system have been characteristic of the Turkish society for the
past several decades. This pattern would be expected to continue in Turkey
through the near future.
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CHAPTER 16

Education and Income Distribution
in Turkey

Sel~uk Ozgediz

Introduction

Recently the Turkish Ministry of Education organized a special briefmg for
the Prime Minister on proposed changes in the Turkish educational system.
In his comments on the efforts to initiate a large-scale preschool education
program, Mr. Ecevit, the Prime Minister, talked about the deficiencies, as he
sees them, of the Turkish society that the education system could start to
alleviate as early as during the preschool ages. Prominent among the defi
ciencies mentioned by the Prime Minister were lack of individual initiative,
imagination, determination, tolerance, and self-critique. According to the
Prime Minister, widespread lack of these and similar personality traits in the
Turkish society is one of the chief reasons for low rates ofdevelopment of the
Turkish economy. 1

These comments reflect a growing concern on the part of the Turkish
educators over the value and the effectiveness of education. Furthermore, the
specific emphasis placed on noncognitive traits by the Prime Minister exem
plifies one of the two major views prevailing in Turkey and abroad on the
education-income connection.

The view of the neoclassical theorists of poverty and unemployment,
simply stated, is that education increases the marginal productivity of labor,
which, in tum, leads to a higher labor income. According to the "human
capital" economists, expenditures on schooling can be viewed both as
consumption and investment. As consumption, schooling relates to the
satisfaction people get now or in the future from education. As investment,
schooling reflects the acquisition of skills and knowledge to enhance future
earnings.

There are two types of empirical evidence cited for the human capital
thesis. Evidence at the macro level includes the following: (1) Schultz's
finding that between 1900 and 1956 in the United States a 1.0 percent
increase in real income was associated with a 3.5 percent increase in
resources spent on education, implying that, other things held constant, when
viewed as consumption the demand for education had an income elasticity of
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3.52
; (2) Denison's finding that in the United States between 1929 and 1957

21 percent of the growth in real national income was attributable to the
increase in quantity of education3; the estimate of Schultz (20 percent), for
the same time period and based on a different method, is also supportive of
Denison's findings4

; (3) Benson's report that in the United States school
expenditure per pupil and state income per capita are strongly positively
associated (for 1966, R=0.78)5; (4) comparative figures for China and India,
which indicate that between 1950 and 1970 China increased her literacy rate
by over 40 percent, associated with a growth rate in per capita output of 2-4
percent, while India increased hers by less than 15 percent and experienced
only a 1-1.5 percent annual rate of growth in per capita output.6

Evidence at the micro or the individual level includes findings from studies
in several countries. For the United States, estimates by Becker, Hansen,
Gisser, and Schultz show that the average money rate. of return on college
education is not less than 9 percent for white urban males. The reported rates
are higher for high school and elementary school education. The rates for
Venezuela are reported to be between 82 percent and 130 percent for
primary schooling, 17 percent for secondary schooling, and 23 percent for
university education. For Israel, elementary education is reported to yield a
17 percent rate of return. Rates for secondary and higher education, on the
average, are lower.7

The second major view on the education-income connection comes
primarily from left radicals such as Bowles, Gintis, and Simmons. They
criticize the neoclassical view for being too mechanistic and one-dimensional.
While education increases cognitive skills, the chances of economic success
appear to be more effectively enhanced by the noncognitive traits some of
which are inculcated during schooling. These traits relate to the social
relations of production, and they include motivation, orientation to authority,
discipline, internalization of Iwork norms, and modes of self-presentation.8

The educational systems in the advanced capitalist economies help
enhance the existing class nature of the production process and legitimize the
status quo. Thus, the relation between education and income is a reciprocal
one. Schooling, through increases in cognitive skills and the transmission of
noncognitive traits valued by the production-employment system, increases
individual incomes and helps perpetuate the existing social relations of
production. Alternatively, the existing income inequalities and the class
structure strengthen the inequalities in education. The solution to the dilemma
lies in radical changes in the distribution of political power. Educational
strategies, by themselves, may not be sufficient to equalize incomes, unless
preceded or accompanied by structural changes in society.

Empirical evidence for this view comes from macro- as well as micro-level
studies. At the macro level, Bowles, Gintis, and Simmons observe that
despite substantial equalization in educational opportunity in the United
States over the past 30 years, distribution of income has not changed
significantly. Although the percent difference between blacks and whites in



Education and Income Distribution in Turkey 503

the number of years of schooling has decreased considerably, the income gap
between them has remained essentially unchanged.9 At the micro level,
several studies show that, economically, blacks have benefited less than
whites from each additional level of schooling. When cognitive attainment is
controlled, the relationship between education and income does not vanish.
Cognitive attainment accounts only for 11 percent of the relationship between
education and income.1o The three.personality traits that are good predictors
of job success (rule following, dependability, and whether someone is inter
nally or externally motivated) are observed to be among the ones rewarded in
schools, whereas traits such as creativity, independence, and aggressiveness
were frequently punished.11

Thus, there is some evidence, in both schools of thought, suggesting that
increased education leads to higher incomes. On the redistributive effects of
schooling, however, the two schools differ. The human capital theorists claim
that equalization of educational opportunities would lead to improvements in
income distribution. Proponents of the leftist school argue that equalization
of educational opportunities would not lead to a more even distribution in
income unless preceded or accompanied by radical changes in the social
relations of production.

The arguments presented above are related primarily to what happens to a
person after he/she enters the school system. Equally if not more important
from the standpoint of income redistribution is the question of who enters the
educational system: the issue of equality of educational opportunity among
different social strata of society. Here too we shall discuss two opposing
views on the topic.

One group of researchers, notably Coleman and Jencks, claim that
availability and characteristics of schools have little impact on cognitive
skills. Coleman, on the basis of data generated from 600,000 children and
60,000 teachers in the United States, argues that school characteristics such
as per pupil expenditures, library and other facilities, and resources had no
relationship with achievement. What mattered most were socioeconomic
levels of the student's school and his home. 12 Jencks, in his celebrated study,
argues that equalizing educational opportunity will have little effect on
cognitive achievement. This is primarily because children seem to be more
influenced outside the school than inside. "The character of a school's output
depends largely on a single input, namely the characteristics of entering
children. Everything else-the school budget, its policies, the characteristics
of the teachers-is either secondary or completely irrelevant."13

A large number of researchers have opposed the controversial claims
made by Coleman and Jencks. Bowles, after reanalyzing the Coleman data
by introducing level of school resources as a control variable, reaches the
conclusion that achievement levels of black students can be increased signifi
cantly by allocating larger resources to their education.14 The Guthrie et al.
review of 17 studies on the subject points to the conclusion that school
services, especially the quality and the quantity of the professional staff, have
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a substantial influence on academic performance, over and above the effects
of the child's socialenvironment.1s Alexander and Simmons come up with
mixed findings on this issue. Their review of studies on developed and
developing countries shows that the socioeconomic background of the student
is the major determinant of his academic achievement throughout all levels of
schooling except the upper secondary grades. (By upper secondary most of
the poor have dropped out.) This review also supports the view that the
contribution of schooling variables to achievement is larger in some
developing countries when compared to the developed countries, especially
in subjects such as science. In some countries, however, schooling had no
impact on achievement.16

Thus, as in the case of the effects of education on income, there are
conflicting views and evidence on the effectiveness of schooling on academic
performance. This raises a series of questions on an educational strategy
solely based on equalization ofeducational opportunities. Cognitive skills
and academic achievement are affected to a large extent by social-environ
mental variables. Furthermore, cognitive abilities and academic perfonnance
are not the sole determinants offuture incomes. Noncognitive traits and social
environmental variables are highly important as well. Therefore, equalization
of educational opportunities may not be sufficient to generate improvements
in income distribution. In all likelihood, achievement of significant income
redistributive effects would require the tilting of educational opportunities in
favor of the poor. Furthermore, shifts in the distribution of educational
opportunities would be more effective if they were coupled with qualitative
changes in the educational system and improvements in the socioeconomic
conditions of the poor.

The Education-Income Connection in Turkey

The Educational system

In Turkey the educational system is administered by the Ministry of
Education. The system is predominantly public; only about 1 percent of the
schools are owned and operated privately, under the supervision and control
ofthe Ministry ofEducation. There were a little over 7 million students in the
system in 1973. Over 75 percent (75.8 percent) of the total number of
students were in primary, 21.6 percent in secondary, and 2.5 percent in
higher educational institutions. The number of children attending preschool
institutions was negligible. Of the students in secondary education, 61.1
percent were in middle schools (first three years of secondary education),
20.1 percent in general purpose lycees, and 18.8 percent in vocational and
technicallycees. In the close to 45,000 publicly owned schools education is
free, except for the minimal tuition charged by the higher education institutions.
Thus the state carries close to the total fmancial burden of education in
Turkey}7

The flow of students in the system is as follows: Preschool education is
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voluntary and largely run by private day-care institutions. Primary education
lasts five years and is compulsory for children between 6 and 14 years of
age. Secondary education is not compulsory. The first level of secondary
education lasts three years (middle school). Students completing the middle
school can enter either the three-year general education lycees or the
vocational-technical lycees. Entrance to higher education (universities,
academies, and colleges) is through a centrally administered competitive
entrance examination.

Entries to the System: Equality ofOpportunity

Educational opportunities in Turkey are distributed quite unequally at
every level of the educational system. Although there have been improvements
since the founding of the republic, persons living in the socioeconomically
backward regions of the country have a much smaller chance of entering the
educational system than those ·living in developed regions at practically all
levels of education.

At the preschool level a large majority of the child development centers
are in the three big cities. Of the 8 million children in the 0-6 age group, less
than 0.1 percent are enrolled in any form ofpreschool institution, and a large
portion of the ones who attend come from relatively well-to-do families who
can afford the high tuition rates. Thus, availability as well as the opportunity
to receive preschool child development services are nonexistent for all
children except for a handful.18

At the primary level there have been significant improvements in enroll
ment rates. In the II-year span from 1961 to 1972, the percentage ofchildren
between the ages of 7 and 12 attending school has increased from 70 percent
to 90 percent. 19 However, despite this significant increase in enrollment rates,
the gap between the more developed and the less developed provinces has not
narrowed. 20

Other indicators of educational opportunity at the primary level point to
the same conclusion. First, although the sex ratio improved slightly in favor
ofgirls (from 37.1 percent ofthe pupils in 1960 to 42.0 percent in 1970), the
provinces with the lowest enrollment rates for girls in 1960 still remained in
the bottom category in 1970. Further, the ten provinces with lowest overall
enrollment rates also ranked lowest in terms of enrollment of girlS. 21

Second, the pupil-teacher ratio dropped from 50 in 1960 to 42 in 1970.
However, this drop in the average ratio actually worked to the disadvantage
of the less developed provinces. In 1960 the primary schools in the less
developed provinces enjoyed low pupil-teacher ratios as well as low enrollment
rates. Between 1960 and 1970 these provinces experienced increases in
enrollment rates which were not accompanied with compensating increases
in teacher appointments. Meanwhile, in the more developed provinces, which
had experienced large-scale increases in enrollment rates prior to 1960, the
pupil-teacher ratios dropped during the decade. Thus, although the variance
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in the pupil-teacher ratios of the provinces decreased, this resulted in the
further widening of the distance between the more and the less developed
provinces in terms of educational opportunities.22

Third, there is a qualitative difference between rural and urban schools in
terms of type of education they receive. In the one-teacher schools, the
instructor teaches the five grades simultaneously, and no single class receives
his full attention as in the one-teacher-per-class schools. During the early
1960s about 45 percent of all primary schools in the country were one
teacher schools, and over 99 percent of these were in rural areas. Thus,
children living in rural areas were less advantaged than those living in
urban areas in terms of benefiting from the full-time services of a teacher.23

At the secondary level the differences between the more and the less
developed provinces are wider than those found for the primary level.
Although between 1960 and 1972 the enrollment rate more than doubled for
the lower primary (18.9 percent and 38.0 percent, respectively) and nearly
tripled for the upper primary (6.6 percent and 17.7 percent, respectively), the
provinces did not experience substantial changes in their relative position.
Provinces with low growth rates in enrollment between 1960 and 1970 at the
primary level also had low growth rates at the lower secondary level during
the same period.24

Inequalities of opportunity are also highly obvious at the student level.
Data from a random sample of 25 ,000 students collected by Fidan shed light
on the differences in socioeconomic characteristics of secondary school
students. Fidan's study confrrms that (1) students from urban areas are
overrepresented in all types of secondary schools in all regions ofthe country;
(2) significantly fewer female students from rural areas attend secondary
schools than male students from rural areas; (3) in terms of their father's
occupation, children of farmers are significantly underrepresented and
children of administrators and professionals are significantly overrepresented
in secondary schools when compared with the occupational distribution ofthe
adult male population; and (4) relatively more secondary students from the
eastern provinces live away from their families than students from the
western provinces.25

At the highereducation level the enrollment rate was 7.3 percent in 1975.
Ofthe more than 280,000 applicants to the higher education institutions only
20.3 percent were admitted in 1975. And most of those admitted were
enrolled in departments that were not their first preference. For example, in
1976 over 17,858 applicants chose the Medical School ofAnkara University
as their first preference. Only 285 were admitted because that was the quota
for that school.26

Inequalities in the opportunity to enter higher education institutions are
well demonstrated by the findings from a recent survey of applicants.27 The
study quantifies the inequalities in the opportunity to apply and to enroll in
higher education institutions. Salient findings from this study can be
summarized as follows:
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1. 30.3 percent ofthe total applicants were from rural areas; 22.6 percent of the
applicants were females. Among the applicants from rural areas, only 8.7
percent were females.

2. 32.1 percent of the applicants and 47.6 percent of those who passed the
entrance examinations were from the three largest metropolitan centers
(Istanbul, Ankara, and Izmir)..The share of these three provinces in the total
population of the country was 18.2 percent in 1970.

3. In terms oftheir father's occupation, the percentage of "industrialists" among
the applicants is 1200 percent higher than the percentage of industrialists in
the total labor force. Alternatively, the percentage of "farmers" among the
applicants is 35.6 percent of the percentage of farmers in the total labor force.

4. In terms of family incomes, applicants in the upper-income levels are three
times more likely to pass the examinations than the applicants from lower
income brackets.

The evidence reported above demonstrates the degree of inequality in
educational opportunities in Turkey. It also shows that, quantitatively speak
ing, while the system has grown considerably, inequalities have not improved
significantly over the 1960-1970 period. This suggests that unless educa
tional policies are r~vised significantly in favor of the disadvantaged groups
in Turkish society (the poor, people living in less developed provinces, those
living in rural areas, and the females) educational opportunities will continue
to be distributed unequally. Under such conditions it would be unrealistic to
expect education to play an income-redistributive role in Turkey.

System Performance

Education's share in total government expenditures was about 20 percent
in 1972. This amounts to about 4 percent of the Turkish gross national
product for that year. 28 The 4 percent figure falls at the midpoint between
the median expenditure/GNP rates Harbison reports for the "more advanced"
and the "less developed" countries (4.5 percent and 3.6 percent, respec
tively).29 In terms of unit costs per student, the expenditures for secondary
and higher education expressed as a multiple of the unit costs for primary
education (2.5 forsecondary and 10.1 for higher education in 1973) are also
both at the midpoint between the medians Harbison reports for the more
advanced and the less developed countries. 30

Thus, in terms of expenditures on education, Turkey falls at the borderline
between the less developed and the more advanced countries. Given this
considerably large sum of resources, the question is how well the resources
going to education are spent by the Ministry of Education. Findings we
reported earlier on educational opportunities provide a partial answer to this
question. While the system has been growing at rapid rates at all levels of
education, public funds have not been spent in ways that would help equalize
opportunities.

Another measure of the performance of an education system is the rate
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with which it "processes" its clients. We calculated two measures that reflect
the educational system's processing capability. Both of these measures are
based on data for 1973 reported by Oguzkan,3l First, we observe that out of
a random sample of 1000 preschoolers in Turkey, 371 are likely to even
tually fmish high school and 142 are likely to enter a higher education
institution. Second, out of the same group of 1000, only 104 are likely to
finish high school within 11 years, that is, the normal duration of studies.32

If we recall that these rates are for a randomly selected group of pre
schoolers, in light of the evidence reviewed above, they are likely to be
smaller for children from less advantaged areas. Thus, if education does
serve as an income-redistributive mechanism, these transition probabilities
need to be increased significantly and tilted in favor of the disadvantaged.
This, in turn, requires major revisions in the educational system to reduce the
presently high wastage and dropout rates.

Exits from the System: Education and Income

In the preceding parts of this section we were concerned with entrants to
the educational system and what happens to them while they are inside the
system. Now we shall examine those that have left the system in terms of
their income prospects.

Data on the education-income connection in Turkey are scarce. The only
recent study based on a representative sample and individual-level data is
that of Odekon.33 Here we shall briefly summarize his findings.

Odekon uses the human capital model of earnings developed by Chiswick
and Mincer.34 In the model, education is considered in the broadest sense.
Both schooling and postschooling experiences are included in the model as
explanatory variables. The primary dependent variable is the annual earnings
per employed individual in the household.

Odekon's empirical findings are as follows:

1. For the entire sample, schooling and experience account for 32.9 percent of
the variation (Le., inequalities) in earnings.

2. The relationship between earnings and years of schooling holds for each occu
pational category as well. Average years of education in each occupational
category closely parallels the geometric mean earnings in each subsample. The
best explanations of earnings inequality are obtained in the technicians, liberal
professions, and senior and junior officials categories. R 2 figures for these
occupational categories are 71, 51, 40 and 21 percent, respectively.

3. When the father's occupation is controlled, the explanatory power of the
human capital model increases. For children of skilled laborers, education
related variables explain 63 percent of the variance in earnings. Rates for
senior officials are quite high (51 percent). For the children of peasants the
model does not explain as much of the variance (18 percent); however, the
returns to schooling are highest for this group.
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4. The model is a poor predictor of earnings inequalities in agricultural occupa
tions (R2=5.6 percent) where average years of schooling is quite low (two
years). For nonagricultural occupations, however, the human capital model
explains 39 percent of the variance.

5. When various educational levels are defined by dummy variables, the resulting
regression equation explains 34 percent of the variance in earnings. Further,
returns to education, as indicated by the regression coefficients, increase as
one moves up the educational ladder.

The main conclusion Odekon draws from this study is that schooling and
experience are good predictors of earnings. When this is coupled with his
principal fmdings from simulations of lifetime earnings under alternative
educational strategies-that lifetime earnings of an individual with primary
education is almost three times as high as the lifetime earnings of an
individual without any schooling-the claims on the effectiveness ofeducation
in raising earnings in Turkey get stronger.

To summarize, we have shown in this section that (1) educational oppor
tunities in Turkey are distributed unequally, (2) over time the inequalities in
educational opportunity have not improved significantly, (3) the wastage
rates in the educational system are quite high, and (4) schooling and experi
ence are good predictors of earnings, especially in the nonagricultural sectors
of the economy. These fmdings point to the conclusion that the educational
system in·Turkey ~ as it is structured today~ cannot play an income-redistrib
utive role. Except for isolated cases of individual upward social mobility ~

the system has basically helped maintain existing inequalities. Reversal of
this situation requires major changes within as well as outside the education
sector. Literature on educational development and the experiences of devel
oped and developing countries suggests a number of strategies and policy
options that may be relevant to Turkey. In the next section we shall review
these policy options.

Policy Options

Educational policies in Turkey have undergone a few distinct changes
since the founding of the republic. During the 1920s educational policies of
the republic were geared toward institution building and elite recruitment.
Education was not viewed as a mechanism for social transformation.

The 1930s and the 1940s were periods of early industrialization. Due to
manpower requirements, emphasis was placed on vocational-technical edu
cation. Thus, between 1930 and 1945, enrollment in vocational-technical
schools increased by 500 percent as compared with 150 percent for general
secondary education.35

The 1950s represent a period of unplanned growth. Emphasis was placed
on general education. Social pressure from the public, not manpower require
ments of the economy ~ guided the uncoordinated growth of the system.
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In the early 1960s, when comprehensive planning started in Turkey, the
primary role given to education was the production of the numbers and kinds
ofmanpower needed by the economy. Vocational-technical education started
to receive a high priority again. Education was not viewed as an agent for
social transformation. Demand for higher education increased primarily as a
result of the growth in lycee graduates and the prevailing values on the worth
of university education. The educational system failed to channel students
into vocational-technical education. This, along with out-migration ofworkers
with vocational-technical backgrounds to European countries, started to
create bottlenecks in the economy.

The present decade can perhaps be best described as a period of uncer
tainty and value conflict. Frequent political changes and lack ofstability have
resulted in the surfacing of new issues and dimensions in educational policy.
Eliminating violence from schools has been receiving top priority. Religious
education has grown more rapidly than most other areas, primarily due to
pressures from the new National Salvation Party. Far-right as well as far-left
ideologies have become more visible in policies. Textbooks and classroom
curricula have started to be written and rewritten with every change in
administration.

Along with these politically rooted policy isspes, an important change in
the educational system has been the increasing priority given to nonformal
education as a result of social pressures stemming from the unresponsiveness
of the formal educational system to the demands from the public. Another
important policy change has been the passing of the Basic Law of National
Education in 1973, which lays the aims, principles, structures, and rules
governing the educational system at all levels and introduces a compulsory
eight-year basic education program replacing the present five-year primary
cycle. However, full implementation of the law has not yet started.

With mounting economic, social, and political problems, Turkey should
be more ready now than before to take a critical look at the structure and
effects ofits educational system. Like all sectors ofthe economy, the education
sector's primary role is to address itself to the pressing problems of the
economy and the society. There would probably be little debate over this
mission for the education sector, but the same cannot be said about the
means of accomplishing it. The debate on policies centers primarily around
two opposing views on educational reform.

According to the radical view, all attempts to make marginal chaRges in
the existing educational system are reductionist solutions to visible singular
issues-they do not address the real issue, the function of education in social
reproduction, that is, ideological production and development of productive
forces. The school system simply replicates the class structure of and the
social relations within society at large. Thus, unless considerable structural
economic and social changes accompany, if not precede, educational reform,
education cannot be expected to yield major redistributive changes in society.
In the interim, that is, until such structural changes take place in society, all
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the education sector can do is to study and experiment with the most
promising reform alternatives.36

The reforms envisaged by the proponents of the radical view are exem
plified by the experiences of countries such as Cuba, China, and Tanzania.
In these countries revolutions were followed by massive educational reform
movements which resulted in major changes in the quantity, quality, and
distribution of educational services at all levels. In addition, educational
campaigns were accompanied by significant changes in social structure and
income distribution.

Cuba started its reform movement with a massive program of adult
education, including a nine-month, all-encompassing literary campaign. It
shifted emphasis in education from urban children to rural children and
adults, from universities to primary and secondary schooling, and from
general education to vocational training. There were important changes in the
quality of education as well. Schools became places where students learned
and worked collectively. For those in higher education, this provided part
time employment while attending the university. Young people were moved
from urban areas into rural boarding schools. Above all, schools became
"consciousness development centers" for children and adults about their
roles in the new society.37

China went about its reform movements with an "open-door" policy.
"The 'open door' meant opening the doors of the schools to the struggles of
life itself. The hope was that out of this would come a generation who were
conscious where China had come from politically and where it intended to
go."38 Reforms included decentralization and an increased degree of local
involvement in administration and management, changing examinations from
screening devices into learning devices, shortening the length of the school
term coupled with increases in the number ofhours spent on productive work,
connecting middle schools and higher education institutions to factories and
farms, expanding preschool care, and emphasizing such noncognitive areas
of learning as criticism, self-criticism, self-discipline, work ethic, and unity of
purpose.

Tanzania's reform movement parallels those of China and Cuba. The
movement started with the integration of curricula and expansion of primary
education. Then resources were shifted toward secondary and higher educa
tion to meet manpower requirements. Later, various structural changes were
introduced to remove elitist attitudes. Emphasis on academic subjects were
reduced, cooperative rather than competitive relations were promoted among
students, and Swahili began to replace English as the medium of instruction
in primary schools. Finally, a decentralization movement was started to
enhance participatory and democratic planning in factories and localities.39

There are certain common elements in these radical reform movements:
education for the masses rather than the few, significant efforts to equalize
opportunities and access to education, combining education and work at all
levels of the system, decentralization and community participation in
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administration and management, shifting resources from higher to lower
levels ofeducation, increasing the emphasis on noncognitive areas oflearning,
and rejecting "foreign models" of educational reform. A reason for the
apparent success of such movements is the simultaneous introduction and
implementation of these singular policies.

The second view on education reform follows a more traditional path to
policy formulation. Policies are designed so as to address the major issues
encountered by educational systems. It is a singular problem-solving approach
and, on the whole, is quite incremental compared to the radical approach. It
rests on the assumption that it is possible to single out and address problems
of the educational sector quite independently of the social context in which
they exist. It is the technician's answer to educational reform. Thus, if
educational costs are too high, shortening the duration of schooling may be
the answer; if migration to cities is creating a burden on urban schools, the
answer may lie in making rural areas more attractive; if there is high demand
for higher education, establishing quotas may solve the problem; etc.

How should Turkey go about educational reform in the 1980s? There is
no simple and straightforward answer. It is not a case of choosing one or the
other view. Although these two approaches are distinctly apart from one
another in terms of their premises, they complement each other in a number
of ways. Even the proponents of the radical view could not deny the
importance ofand the need for specific educational planning and development
techniques used frequently by the traditional school. Proponents of the
traditional view, on the other hand, could hardly argue against the importance
ofnoneducational societal forces in determining educational outcomes. What
needs to be done, therefore, is adoption of policies that would help move the
Turkish society in directions it chooses,· with a clear understanding of the
causes and consequences of social transformations already taking place in
society and purposive selection and utilization of the relevant "mechanistic"
solutions educational planning has to offer. In fact, in our view, this is the
only feasible (realistic) alternative which may have a redistributive effect,
because adoption of the strict radical view implies doing practically nothing
until more egalitarian social structures and forces are in place, and, alterna
tively, strict adherence to the traditional view amounts to basing educational
policies on a set of reductionist, "other-things-being-equal"-type unrealistic
assumptions.

We grouped the policies we called "feasible" above in three categories
along the lines of three issues: equality and expansion, quality.of education,
and costs ofeducational services. Implementability ofthese policies, which is
a fourth issue, is the topic of the fmal section of the chapter.

Equality and Expansion

The first group of strategies that may be effective in equalizing and/or
equitably expanding enrollments emphasizes better, that is, more efficient,
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utilization of existing resources. This can be accomplished ftrst by policies
designed to minimize wastage. Repetition and dropout rates, especially ofthe
poor, caD be signiftcantly reduced by revising repetition and promotion
practices.40 Following the recent evidence on the nonadverse effects of large
classes, class size can be increased in areas with low pupil-teacher ratios.41

Second, existing physical facilities can be used more efficiently by introduc
ing summer sessions and by making education an all-year activity. Third,
existing enrollment and ftnancial assistance criteria can be modified to make
them more favorable to the poor. Finally, the education system can make
increasing use of nonteachers (such as public servants, students, retired
persons, workers), especially in areas where there are teacher shortages.

The second group of strategies emphasizes creation of new capacities to
equitably expand educational opportunities. Included among these are, first,
encouragement and active support of local initiatives and community self-
-help efforts. Second, scientiftc school location planning activities can be
initiated to achieve more equitable and efficient distribution of educational
opportunities.42 Third, preschool child development programs for the chil
dren of the poor can be signiftcantly expanded irt order to improve their
preschool experiences as well as health and nutrition status. Finally, adult
education programs, expecially. those. directed at rural women, can be ex
panded substantially to reduce the still-high rates of adult illiteracy and to
increase their interest in and involvement with the local educational system.

Quality ofEducation

Perhaps the first step toward improved quality in educational services is
the removal of the dualities that exist in the system. Present dualities (e.g.,
universities versus academies, general education institutions versus voca
tional-technical schools, private versus public education, urban schools
versus village schools) help prolong inequalities and contribute to the creation
of groups of "second-class" citizens. Removal of dualities (or the creation of
a unified system of education) has been recognized as a goal since the
formation of the republic. The 1924 Tevhidi Tedrisat Kanunu (Law of
Unification of Instruction) was the first attempt to minimize dualities by
placing all educational institutions, including religious schools, under .the
control of the Ministry of Education. The 1973 Law of Basic Education also
serves the unification purpose. The currently debated draft legislation on
universities is another example of an attempt to bring all higher education
institutions under one roof. Also, studies underway in the Ministry of
Education to bring general and vocational-technical education closer is yet
another example. These last three are attempts in the right direction, insofar
as reducing inequalities is concerned. However, it is too early to tell if they
will eventually yield the desired outcomes. We shall have more to say on this,
the implementability issue, in the fmal section of the chapter.

The second group of policies regarding quality are concerned with making
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education more "relevantH
: relevant to the world of work, to the basic needs

of the poor, and to the conditions of specific localities. Education can be
made more relevant to work by revising the curricula and by bringing schools
and work places closer. Relevance of education to the basic needs of the poor
can be increased by incorporating nutrition, health, sanitation, and related
topics into basic education programs. Finally, education can be made more
relevant to local conditions by revising educational calendars to make them
more appropriate to the prevailing conditions in each region, by emphasiz
ing teaching styles more conducive to learning in each locality, and by
increasing local participation in the planning and managing of schools.

The issue of increasing the relevance of education is also not new to
educational policymaking in Turkey. The controversial village institutes
were established in 1940 basically to make education more relevant to the
conditions in rural Turkey. Accordingly, village youth were recruited, follow
ing graduation from village primary schools, for training in village institutes
set up in selected villages for a period of 5 years. In turn, they were
obligated to work for 20 years in villages they were appointed to by the
Ministry of Education. The graduates were expected to serve not only as
teachers but also as leaders and advisers in improving agricultural production
and the quality of life in their appointed villages. The experiment was
terminated in 1954, for political as well as pedagogical reasons, and the
institutes were converted into regular teacher-training colleges. But the
debate on the appropriateness of the termination decision still continues.43

The issue raised above on relevance of education should not be confused
with the issue of revitalization of village institutes. The need for greater
relevance is not exclusive to rural Turkey; it has become increasingly
important for the urban poor. Furthermore, because the village institutes
fostered dualities by creating two separate groups of teachers with two
different missions, the model has to be considered irrelevant in light of the
present goal to establish a unified system of education. However, the village
institute experiment is still very significant from a scientific perspective;
specific aspects of the experience gained in implementing the village institute
program might prove to be quite useful in designing a new reform movement
addressing issues of relevance of education.

Finally, besides removal of dualities and increasing the relevance of
education, curricula teaching styles, promotion practices, and social relations
of the school process need to be overhauled in order to help remove
education from the authoritarian, competitive, alienating, and degree-conscious
state it is in today and to start rewarding such types of personality traits as
initiative, originality, self-confidence, creativity, curiosity, and independence
of judgment. This is a difficult task, yet it is one that cannot be delayed. It
may not be so difficult to revise curricula and promotion/repetition practices.
However, set attitudes and behaviors of teachers and students are not likely
to change, even with the most intensive training program. Thus, it might be
more appropriate to move gradually, starting at the bottom levels of the
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education pyramid, that is, the preschool and the primary, with accompany
ing changes in the teacher training programs for these two levels and policies
ensuring greater involvement of parents in the school process.

Costs ofEducation

The policies we outlined so far imply major increases in the costs
attributable to the education sector. In 1975 Cuba had to spend 12 percent of
its GNP to fmance its educational reform movements. The corresponding
figure for all educational expenditures in Turkey was 4 percent in 1972. If the
costs of initiating and sustaining major reforms in education in Turkey were
anywhere near Cuba's proportions, financing of these investments would
become the most important issue. An equally important issue is how to
achieve income-redistributive effects from such investments.

Educational investments can be financed either through public or through
private sources. Whether it is financed publicly or privately makes no
difference in terms of social costs, but it does make a difference in terms of
private costs. And private costs, of course, affect the demand for education.

When education is free, as in Turkey, and when the poor are participating
at lower rates, it is almost impossible to expect income-redistributive effects
from investments in education. To have such effects, public subsidies of
education would have to be inversely related to incomes.44 This implies,
other things being equal, increasing the private costs of education for the
well-to-do (or decreasing such costs for the poor).

There are a number of alternative strategies that can help accomplish this.
The first and the most frequently mentioned alternative is to increase the role
of private education. At first sight this looks like a sound redistributive policy
since the well-to-do are likely to send their children to private schools and
therefore carry the fmancial burden of their children's education, and the
poor, not able to afford the high costs of private education, are likely to send
theirs to subsidized public schools. Thus, the private costs of education
would be higher for the well-to-do than those for the poor.

However, the basic assumption on which this argument rests, that is,
"other things being equal," does not generally hold for primary and secon
dary education in Turkey. The rates of return to private primary and
secondary education are usually higher than the rates of return to public
education. As a general rule, graduates of most private high schools have a
better command of a foreign language and are more likely to enter a
university in Turkey or abroad than the graduates of public lycees. Higher
rate of return expectations of well-to-do parents are also supported by the
enormous demand from higher-income parents (illustrated by tens of thou
sands ofapplications for a few hundred positions) to have their children attend
the few select private schools. When the lifetime earnings of graduates of
private schools are likely to be much higher than the lifetime earnings ofpublic
school graduates, the private education alternative cannot be supported on
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grounds of income-redistributive effects in the longer run even if the private
costs for the well-to-do are higher than those for the poor. Furthermore,
because an expanded private education sector is likely to foster existing
dualities in education due to the wide differences between the expected private
rates of return to private and public education, this policy alternative also
runs against the unification goal in education.

Given the foregoing discussion, if education is to remain principally (ifnot
totally) a public undertaking, two alternative strategies seem promising in
terms of their potential to lead to income-redistributive outcomes. The first
alternative involves the introduction of an "education tax" or a fee system,
balanced with a financial assistance/scholarship program. Under this option,
well-to-do parents are to pay higher taxes/fees than low-income parents.
Income redistributiveness of this system is determined by the progressivity of
the tax/fee structure. If the tax/fee structure is more progressive than the
existing income tax system, this option would have an income-redistributive
effect. The rich would be paying at least for the costs of educating their
children, and the government would recover a significant portion of the
current expenditures on education. This option also allows the policymakers
to change the progressivity of the tax/fee structure in response to changes in
the distribution of income.

The second alternative can lead to similar redistributive outcomes. Under
this alternative student "loans" would be provided for everyone except the
poorest few, who would be provided scholarships. The "loans" would be
financed by a "graduate tax" on future income. The level of loans as well as
the graduate tax can be varied in order to limit or foster the demand for a
particular type ofeducation. This system would perhaps be most applicable to
higher education. Like the preceding tax/fee alternative, the "graduate tax"
system would help recover educational costs and yield income-redistributive
effects in the long run.

Besides the income-redistributive cost-recovery strategies described above,
there are other means of educational finance. A few of these were already
mentioned in our discussion of quantity and quality issues: making more
efficient use of existing resources, encouraging local self-help efforts, and
increasing the use of nonteachers. It is reported, for example, that a 15
percent increase in the average class size in Chile would produce an annual
saving equivalent to 5 ·percent of the 1970 annual budget, which can be used
to partly finance a reform movement.45 However, these measures are quite
marginal and cannot be relied upon solely to finance a major reform package.

One remaining alternative in financing is to change the character of
schools from learning centers to learning and production centers, such as in
China and Zambia.46 Although it might be impossible to tum schools into
factories and fields (and, alternatively, factories and fields into schools) on a
nationwide scale at first, the reform principle could be initiated by a signifi
cant on-the-job training program. This alternative requires a great deal of
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cooperation from employers, but appropriate incentive systems can be devised
to secure such cooperation. In the long run, this system is likely not only to
help recover some of the costs of education, but it is also likely to lead to
improvements in the quality of education.

This concludes our discussion of alternative policies that can make
education play a redistributive role in Turkish society. The question that
remains is whether such policies can be successfully formulated and imple
mented. This is the topic we shall address in the next section.

Chances of Success

Does the Turkish educational system have the capabilities to initiate and
implement major redistributive policies similar to those outlined above? One
way of addressing this question is by reviewing the stages a policy goes
through from the time it is formulated until its effectiveness is established. In
this regard it is useful to distinguish among four major components of this
process: formulation, operationalization, implementation, and evaluation.
Briefly, formulation covers the period up to formal adoption of a particular
policy. Operationalization bridges the gap between formulation and imple
mentation and refers to "preparation" of the policy for implementation.
Implementation covers the period during which operationalized policies are
executed by the implementing agency. Finally, evaluation involves scientific
assessment of the effectiveness of the implemented policy.

We can express the likelihood that the educational system will eventually
achieve a policy goal, such as redistribution, in terms of probabilities of
success at each level of the policy process. In all likelihood, a multiplicative,
rather than an additive, function is more appropriate in explaining variations in
goal achievement. The model, expressed in symbols, looks like the following:

p(GA) = F[p(SF)' p(SO)· p(SI) . p(SE)),

where p(GA), p(SF), p(SO), p(SI), andp(SE) stand for probabilities of goal
achievement, successful policy formulation, successful operationalization,
successful implementation, and successful evaluation, respectively.

Accordingly, given a goal, if policies addressing that goal are not formu
lated successfully, that is, if ineffective policies are adopted, the goal could
not be achieved regardless of the level of success experienced during the
following stages of the policy process. Similarly, if the right policies are
chosen but if these are not operationalized successfully, what is eventually
implemented may be quite out of line with the intended policy, and therefore
the goals again may not be accomplished. Turning successfully formulated
and operationalized policies into results requires successful implementation.
Finally, if everything else goes well, without successful evaluation there is no
way to know if the original goals have actually been achieved.

Thus, attainment of the redistribution goal requires success at every stage
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of the policy process. Formulation of the right policies is necessary but not
sufficient for goal attainment. The educational system must also possess the
capacity to successfully carry it beyond the formulation stage.

In what follows we shall discuss the Turkish educational system in terms
of its capabilities to carry through a reform movement at each stage of the
policy process.

Policy Formulation

In the area of policy-making in Turkey, the initiative clearly belongs to the
executive. Ozbudun notes that about 80 percent of the laws passed between
October 1961 and April 1976 have originated as government bills. Further
more, "government bills have a much better chance of becoming laws." In
the Second Assembly, for example, 61.2 percent of government bills, com
pared to only 20.1 percent of private members' bills, were enacted as laws.47

The policy formulation role of the legislature is also affected strongly by the
presence of a disciplined party majority in Parliament. As Ozbudun notes,
during times of weak coalition governments, the legislature plays a "coordi
nate" role, where its relationship with the executive is one of cooperation and
interdependence. A single-party majority in the Parliament, however, results
in a change in the role of the legislature from "coordinate" to "subordinate"
to the executive.48

Thus, there is strong evidence that the Ministry of Education is quite
powerful in policy formulation in education. Other agencies and institutions
play secondary roles. The National Education Convention, which by law is
mandated to convene at least once every three years but has met only twice
since 1961, is the major policy advisory organ in education. The agenda of
the convention usually includes one or a few specific policy issues, and its
decisions are largely advisory. The State Planning Organization has lost
much of the power it had during the 1960s. Subcommittees of the planning
agency also serve advisory roles, but they are heavily dominated by the min
istry staff. The Board of Education, an advisory agency within the ministry,
is not heavily influencial in macro-level policy decisions. Finally, other
institutions, such as teachers' unions, universities, and student organizations,
sometimes serve as important pressure groups in specific policy areas.

This portrait of the policy formulation scene in education suggests that
success in formulation of redistributive policies requires more commitments
from the Ministry of Education that from any other institution. A reform
minded education minister, with backing from his party, could conceivably
initiate formulation of redistributive policies if his party has a majority in the
Parliament.

Policy Operationalization

The next hurdle policies must pass on the road to successful goal attain
ment is policy operationalization. This stage becomes especially important
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when policies are centrally formulated but locally implemented, when they
are multiple in number (like those in a reform package), and when they
demand major behavioral changes from the implementors. Keys to success
during this stage are sound educational planning to iron out details of the
formulated policies, a good understanding of the problems implementors are
likely to face, and clear and explicit guidelines and manuals outlining
responsibilities and providing answers to what-to-do, how-to-do-it, and why
do-it questions.

At present, laws, regulations, by-laws, orders, and other policy-related
decisions are transmitted to the implementors usually through the Tebligler
Dergisi (Journal ofAnnouncements), which every school administrator and
teacher is required to read and implement. Most of the time, these mandates
from the ministry tell the implementors what to do but not how they can do it
or why they have to do it-and that in hard-to-understand language.

If anyone, the ministry's central staff should be more aware of implemen
tation difficulties. According to the findings ofa 1975 survey, almost all ofthe
top:" and middle-level administrators and managers were graduates ofteacher
training schools and had long teaching experiences before they started their
present jobs. Very few, however, had gone through training in educational
planning, management, and administration.49

This suggests that the ministry is in need of major administrative reform to
install operationalization capabilities in its central offices. Training may
provide a partial solution. But replacement of administrators from the teach
ing profession with those from the management profession may prove to be a
better alternative.

Policy Implementation

In a recent survey of local-level educational administrators, the sample
group was asked to identify the problems they encounter most frequently in
carrying out their duties. Typical responses included the followingSo:

"When the educational plans of the provinces are being prepared by the ministry,
the ideas and opinions of the provincial Director of Education do not receive
sufficient attention."
"Lack of clarity about the duties and authority of supervisors, Directors of
Education, and principals."
"Uncertainty regarding which duties will be carried out by the province and which
ones by the ministry."

"Frequent demands running counter to accepted principles and plans."

Another similar survey of 238 local educational administrators (about a
quarter of the total population of provincial administrators) yielded similar
findings. More than half of the respondents indicated that the management
and administration of education in Turkey can be characterized as one with
heavy degrees of red tape, institutional interdependence, centralization of



520 Selquk Ozgediz

authority, political influence in appointments and in educational administra
tion, and partisan behavior in administration. Alternatively, more than halfof
the respondents indicated that educational administration in Turkey lacked
the following: goal directedness, coordination, communication, participatory
decision making, clarity and appropriateness of laws on education, a merit
based promotion system, an "adequate" evaluation and inspection system,
and job security. On the issue of corruption and bribery in the educational
sector, only 7.3 percent indicated that it did not exist, 77.1 percent thought
there was little, 12.3 indicated there was some, and 3.3 percent responded by
saying there was a 10t.51

These fmdings suggest that, as it is presently structured, the Turkish
educational system does not have the capacity to implement a major reform
movement. Although improvements in policy operationalization could lead
to the solution of some implementation problems, they are not likely to have
a substantial impact on what happens at the actual service delivery point.

Success of a reform movement requires, more than any other group,
commitments from those who will deliver the service and those who will
receive it. This implies that the ministry, in addition to its formulation and
operationalization activities, needs to embark on a major recruitment effort to
solicit support from the teachers, the parents, the students, and the partici
pating employers. If no such support exists, and it is not likely to exist
initially, there would be no need to embark on a national effort. Instead, the
reform can be initiated on an experimental basis, in some selected localities.
Such experimentation would also generate information on ways of solving
specific implementation problems. The successfulness of the experimental
effort would be the best justification and support generation mechanism for
expanding the reform movement.

In addition to the experimental effort, other changes are required in order
to improve the implementation capacity of the-existing system. The first such
change, as suggested by the findings from the two surveys described above, is
improvement of the dialogue between central- and local-level institutions and
staff. Decentralization of some authority to local levels and installation of
participatory decision-making and management practices are likely to be the
most effective strategies in this regard. Training of local administrators in
participatory management techniques is another intervention which could
lead to improved policy implementation capabilities.

Finally, opening the doors of schools to the public is likely to tum schools
from "government institutions" into "community institutions." This requires
major changes in the management and administration of schools in the
direction of greater participation from the parents and the community. When
the community starts to feel partly responsible for what happens in schools,
improvements in implementation capability are likely to take place much
more quickly than otherwise.
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Policy Evaluation

There is little to say about policy evaluation in Turkish education because
it is virtually nonexistent. Except for a highly criticized system of "inspec
tion"-which was designed to monitor instruction in classrooms and, as it is
presently structured, could not possibly provide clues for policy success-no
systematic evaluation activity takes place. There are several bureaus within
the ministry responsible for data collection and reporting. However, these
data seldom permit scientific study of the effects of specific policies.

As in policy operationalization and implementation, here too there is an
urgent need for capacity building. Recent developments in the ministry
indicate that research and evaluation activities have started to be given
increasing importance, as indicated by the large number of policy-oriented
research projects contracted to universities. S2

Where does this leave us in terms of chances of success in initiating and
implementing an income-redistributive reform movement in education? The
picture certainly does not look too promising. At the policy formulation level,
commitment to redistributive reform is a prerequisite to any policy action. In
this regard, among the major political parties, a Republican People's Party
government with a clear majority in the Parliament and a strong reform
minded Minister of Education may present the most conducive environment.
However, successful policy formulation is only the beginning of the policy
process. The current state of policy operationalization, implementation, and
evaluation in education suggests that the education system as a whole needs
to be totally reorganized in order for it to successfully carry through a major
reform movement. This, in itself, is perhaps a more difficult undertaking than
policy formulation, because the massive educational enterprise sits at the
core of the bureaucratic machine of government, and it is virtually impossible
to change the conditions in a large segment of the machine, leaving the rest
unchanged. .

If income redistribution is the goal, in our view, the educational policy
maker has no alternative but to initiate reform, at all odds, within the existing
system.. Some of the changes suggested here, such as the tax/fee system or
the graduate tax on future incomes, can be initiated in the short run on a
national scale. Others, especially those that relate to the very character of
education itself and to the manner in which schools are managed, however,
need to be started on an experimental basis. Such a strategy is not likely to
lead to major redistributive effects in the short run, but it may help prevent
further widening of the differentials between the rich and the poor and help
pave the way for greater equity in the longer term.
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