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the government preferred balanced buclge~s a ~ ~ t l  ;I staldr 1llonc.y s~llq)l?. M'c. 
thus have an apparent puzzle on our hands. I~low (.;III sue-11 :I C . ; I I I I ~ ~ I I S  

approach to macroeconomic policy I)e cousiste~lt with ~ h r  stl.ong 1)c.l I(".- 
mance of the urban sector and the national ccollolnv ? 

I will argue that severe import repression was one of the most iml)ort;u~t 
reasons behind the performance of the urban sector (luring thr 1!)30s. 'l'he 
protectionist measures adopted I)y thr goverlilllent incl~~clecl ; I I I  i~~c.l-c-;~si~~gly 
restrictive foreignexchange regime and 1)ilatel-al t ~ . a t l i ~ ~ g  iu.l.iu1gelnrll ts th;~t 
sharply reduced the import volume, creating attractivr c.onclitions fiw thr 
mostly small and medium-sized domestic manul ic ture~.~ .  

There is another explanation for the overall pel.fol.lllance of 1)oth the 
urban and the national economy, which has frequently I ) r r l~  ig~~ol.cacl by 
economists and economic historians in their often hratetl clrl)atrs over 
etatism and its implications. For that I will turn t o  agric.11ltu1.r. thr I;~rgest 
sector of the economy employing more than three-qu;u.te~-s o l '  thr  1al)our 
force during the 1930s and accounting for close to hall. of thr (;1)1'. 1 will 
show that despite the sharp deterioration of the intersectoral tel-ms of t ~ ~ t l e ,  
agricultural output registered significant increases cl11ri11g thr I!)3Os. I will 
argue that this strong performance can be explained in trrms o l '  tllr avail- 
ability of marginal lands combined with the tlemog~aphic. ancl ec.ono~nic. 
recovery of the countryside after a decade ofwal-s las t i~~g ulltil 15122. All of' 
this inevitably raises questions about the eflective~~ess ;~ncl c.o~~tl . i l)~~tiou o C  
the state sector to the strong econon~ic performance o f t h r  1930s. 

The growth record, 19 13-50 

The period from 191 3 until 1945 was exceptionally tlillic~~lt fi)~.'I.u~-kry's soci- 
ety and economy. In addition to the wo1.1d clepression, thr c - o ~ ~ l ~ t l - y  s~rf'l'rrrtl 
through two world wars and a radical redrawing of the I,o~.cIr~.s ;~c.c.olnpanying 
the process of transition from an empire to a nation sk t r .  

Until recently it was not possible to assess the impact of thesr rvents on the 
Turkish economy. Utilizing the official statistics, Tuncrr I%ul~~tay ;u~tl l ~ i s  col- 
leagues had constructed national income accounts for thr period 1923-48. 
However, these series were not linked to the official production, taxcollection 
and foreign-trade series of the Ottoman period, or  to the reasonably tlet;liled 
estimates for national income prepared by Vedat Eltle~n for the years before 
M'orld M'ar I (Bulutay el al. 1974; Eldem 1994). 

Isik 0zel  (1997) linked these two sets of evidence for the first t i~ne ,  1)ro- 
ducing comparable series for the area within the present-d;~y I~orclrrs of 
Turkey for the period 1907-39. Thanks to this wo~.k, it is IIOW ~)ossil)le to 
assess the macroeconomic perforn1anc:e of the T ~ ~ r k i s h  rc.oncnny c1111.ing the 
first half of the twentieth century, and for the purposes of the prrsrnt paper, 
insert the 1930s into a long-term context (&el 1997; see ;~lso Gii1.a~ 1997). 

The results are summarized in Figure 12.1 ant1 'l31l)lrs 12. I ancl 12.2. 'l'hry 
indicate that Turkey's GDP per capita in 1950 stootl ;~ppl-oximatrly 30 per 

crlll Iligllc~. t11;111 its IevrI i l l  I!)I 3. i111 average annual rate of increase of 0.7 
1 ~ 1 -  crnt. Not s ~ ~ ~ - ~ ) ~ . i s i ~ l g l y ,  t11r1.r wrl-c. sl1;ll.p Ilrlc.tuations in 1)etwerli. in popu- 
1i1tio11, (;Dl', ; I I I ( I  (;Dl' ~ c ~ I .  ( - ; I ~ ~ I ; I .  l'e~iocls of exp;111sio11 (lleforr 1914. 1923-9 
i111cl 1!)21)-31)) wrl-r tlisr111)trtl 1,y wal-s ( 1  9 14-22 and 1939-45). For more 
t l ~ : ~ t i  ;I ( l(~.:~(lr I ) C . ~ ~ I I I I ~ I I K  i l l  1912, 1\11i1toli;1 II;ICI 1)ern r;lv;~gr<l :I se~ies  of 
W:II.S. 'li11:11 ( . :~s~~i~l t i rs ,  111iliti11.y ;III(I ( i v i l i ; ~ ~ ~ ,  of hli1sli111s. A I . I I I ~ I ~ ~ ; I I ~ S  :111cl 
G~-c~>ks  ( I I I I . ~ I I ~  tllis (Ic(:;Ic~c i1l.r estill1;1trc1 at close to 3  nill lion. bloreovev, in 
t11r I : I I .~ ( .S I  l)r;l(.c-ri~~~r : I ~ I . C - ~ I I ~ ( ~ I I I  oI'1)opi11;1tio11 rx(.11;111gr b r t w r e ~ ~  two gov- 
c.l.nllltsllts, i~l)l)~ 'oxi~l~;~telv 1.2  nill lion (hreks lrli Al1atoli:r. ant1 in ~~etrll-n, 
i ~ l ) l ) ~ ~ ~ x i ~ l ~ i ~ t c ' I \ .  I lal l ;~ 111il1io11 hl11sli111s ;t~.l.ivrtl h o ~ n  C;~.rrce a~lt l  the Balkans 
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Table 12.2 Turkey: a periodization ofeconomic growth 1923-1!)4(i (;lvc.l-;~gc. ; I I I I I I I ; I ~  

rates of growth in per cent) 

1923 lo 1923 In  I929 10 IY3Ylo 
1946 1929 1939 1946 

Population I .Y I .7 2.2 I .2 

GNP 4.6 10.3 5.2 -9.0 

GNP per capita 2.6 8.4 3.0 -3.2 

Agricultural output 4.9 13.6 4.4 -1.4 

hlanufacturing output 3.3 7.2 -5.2 -3.0 

Total industrial output 4.5 10.2 5.7 9.6 
including construction 

Sources: Calculations hased on Turkey, Statc Insritu~c of S~a~isrirs ( I!)!)4): I % I I ~ I I I ; I V  P I  ( I / .  ( 1!l74) 
and for the conversion to 1990 PPP dollars, hladtlison (1005: 184-185). The I%ulul;l\. rl (11. 
estimates for the grow~h rates of manufacturing output : I I I ~  oth(.r 1(.1;11c(I : IKRIC~~IL( .S  li)r 
1929-39 were redsetl downwards following the ralculations I ) \  %twclis;~yck ( I!i!ri: ( : I ) .  I ) .  

after 1923 (Behar 1995; Shorter 1985; Eltleln 1994; Mc(;artliy 1!)H3). A? a 
result of these massive changes, the populatic)~i ol"fu~-key sloocl ;I( I3 ~nil l io~i 
at the end of 1924, a decrease of almost 25 per cent frorri a clccatle eal-lier. 
Accompanying these dramatic changes was the sharp tlecline in the levels of 
production. In agriculture where the evidence is Inore clrt;~ilrtl, total 
production may have declined by more than 50 1 x 1 .  cr.111 li.onl its 1914 
~evels .~  

The former military officers, bureaucrats arid i~ilellec.lu;~ls who ass111nr(l 
the positions of leadership in the new nation stale fi)unclrtl in 15123 strove, 
from the outset, to create a national economy. Industrialization a~it l  the cl-e- 
ation of a Turkish bourgeoisie were viewed as the key ingretlients of eco- 
nomic development (Tezel 1986: 389-97; Keyder 1987: 9 1-1 01). 'The 
economy recovered sharply during the 1920s. Sectoral growth rates sunima- 
rized in Table 12.2 indicate that agricultural output almost doubled from 
1923 to 1929. Comparisons of Ottoman and Turkish statistics suggest that 
per capita production levels within the boundaries of Turkey exceetled their 
pre-M1orld M7ar I levels in 1929 (0zel  1997: Ch. 3). 

The available series also indicate that the economy performed strongly 
during the decade of the Great Depression. From I929 to 1939 GDP and 
GDP per capita are estimated to have increased at averagr arinu;~l I.;ltrs of 5.2 
and 3.0 per cent, respectively. Even though Turkey tlicl 1101 ~);~~.tic.il,ate in 
MTorld M'ar 11, it maintained a large army and the ecorloniy calrle u ~ ~ t l e r  ellor- 
mous pressure as imports were disrupted and the diversion of resourc:es for 
the military placed enormous strains on both industry ancl agriculture. GDP 
fell by about 35 per cent from 1939 to 1945 (Boratav 198 1 : 6.3-72). 

From a comparative perspective, the overall trencl of 0.7 per cent annual 

i~~c.~.e;lsr ill G1)I' pel' ca1)it;l ti)]. tlie periorl 1913-50 puts Turkey's econoniic 
prrli)rni;l~~(.e i l l  tile n~itltlle of the sl,ectrtlm spannetl 11). tlie southel-n Euro- 
~ ) ( > ; I I I  ;111(1 Mrtlitel.~.;lnr;ll~ c o ~ ~ n t ~ . i r s  l0r whicl~ G1)I' serirs ;ll.e available. 
A(.c.o~.(li~~g to (lie t-st ini;~t~s l)~'el):~re(l by Angl~s M;ltltlison in 1990 Ptn-chasing 
1'0wc.1- I';~l.ity tloll;~~.s, C;1)1' I)er c.;~pit;l ~.el~~;lilircl t~lichangetl in E g p t  l,rtwer~i 
I!) 13 ;111tl 1950, i~~c.re;lsetl by 0.2 per crnt  per alinuni in Spaili and by 0.5 per 
r-ent 1x1' ;~nnuln in GI-eecr. At lhe highel. end of the spectrum, GDP per 
c.al~it;~ illel-r;~setl by 0.9 per cent per annum in Italy and by 1.1 per cent pel- 
anlillnl in I'ortugal, \'ugosl;ivi;~ ant1 France. GDP series are not available for 
the othrr  eastern alitl southern Mediterranean countries. Between 1913 and 
IC)50. (;Ill' pel' c;lpita inc.~.e;~setl by an average of 1.5 per cent pel- annurn in 
1,;11in /\I~ICI.~C;III r.ountries where thr  impact of the two world wars was lim- 
itrtl. In contrast, thr  tlevrlopi~ig c:ountries of Asia experienced a decline in 
per c.apir;~ G1)P of a l~oui  0.3 prr  cent per annum during the same period 
(T;lI)le 12.3). 

The Great Depressiol~ 

'l'l~r l)ri~~c.il);~l ~ ~ ~ r c . h ; u ~ i s ~ n  101. tllr t~-;u~s~nissio~i of thr  Great Depression to 
the 'l'u~.kish rc.onolny was the sharp tlrcline in the prices of agricultural coni- 
niotlities. 1'1.ic.e~ of  wheat ant1 othel- c,ereals tleclincd by more than 60 per 
c.rl l t  froln 1!)28-!) to 1932-3 ;uitl ~-e~n;linetl at those Irvels until tlie end of the 
tlec-atlc*. l '1 . ic .r~ of the le;~cling rxport c~-ops - tot~acco. I-aisins, lia7elnr1ts ant1 
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Tuble 12.4 Turkey's foreign tratle. 1924-IY4li 

I 924-j I 928-9 I YAY-Y I Y-l 7-0 

Exports (million tlollars) 92.5 81.5 107.5 1!)2,fJ 

Imports (million dollars) 114.5 !l7.0 105.5 lOti.5 

Exports/GNP (per cent) 12.8 11.4 O.!J 3.2 

Irnports/GNP (per cent) 15.8 14.4 fi.8 2.8 

Trade balance/GNP (per cent) -3.0 -3.0 + ( I ,  I t2.4 

129 100 External terms of trade 7!J fix 
(export prices/import prices) 

Sources: Turkey, State Ins~i tutr  otS~;~tis~i(s (I!)!I.I) ;111cl ( ; I ~ ( I I ~ ; I I ~ O I I \  I ) . ~ \ l . r l  I P I I  I \ I I ~ I I I . I \  ,,I (11. 
(1974). 

cotton - also showetl declines averaging ; I I - O I I I I ~ ~  50 1,t-I c.c.llt, ;11t11011g11 
recovered somewhat later in the tlecatle. Si11c.e these tl(-c.~-c.;~sc.s wc.1.1. ~ I . ( - ; I I ( . I .  

than the  decline in the  prices of non-ag~.ic.~tlti~~.;II goocls, the. c . s t c . l . ~ ~ ; ~ l  I I . I . I I ~ S  
of  trade of  the  country deterioratetl 1)y 111ol.t- tl1;111 I ) ( > I .  ( . ( a 1 1 1  ; I I I I I  111r 
domestic terms of  trade shiftetl against agl-ic~~ltitre I,\ 31 prl. c . r l l t  1'1.0111 

1928-9 to 1932-3 (Tables 12.4 a n d  12.5). In contr.ast, the ~,Ii\sic.;~l ~ ~ I I I I I I ( ~  of 
exports cont inued to rise after 1929, perhaps r e l l r c t i ~ ~ g  111r I . ~ I I ~ ~ I I I I ~ . ~ ~  ~c.c.c)\~- 
ery in output  levels. Nonetheless, the  result was a s h ; ~ . ~ ,  tlrc.li~~r i l l  t l ~ r  1-(.;11 

incomes of most niarketurientecl ag~.icultu~.al ~ H . I ) I I I I ~ . ~ I . S ,  .l'l~r ;~clvc.~-sc 1)l.ic.e 
movements thus produced a s l i a r l~  sense o l ' a g ~ - i c ~ ~ l t ~ ~ ~ - ; ~ l  c.ollal,sc., c*sl)c.c.i;tlly 
in the more commercialized regions of the c o u ~ l t r ~ . '  iUso in 1!12I), tlir ec-on- 
omy went through a severe foreign-exchange crisis, I,oth I-ral ;uitl sl,ecul:~- 
tive, arising in part  from the  sharply highel- impel-t volitnlr ;~l)r;ltl 01 the 
expected tariff increases a n d  in part  d u e  to the antic-ipation of' the first 
annual  payment o n  the  Ottoman deb t  (Tekeli a n d  Ilkin 197'7: 75-!)O; 'l'czel 
1986: 98-1 06). 

In response, the government ~novet l  quickl\ tow:~rtls protec-tion a ~ ~ t l  
greater control over foreign trade a n d  foreign excllange. A new t:u.iSf stl.ile- 
lure  was adopted in October  1929 as soon as (lie ~ . e s t ~ . i c t i o ~ ~ s  or the 1!)23 
Lausanne Peace Treaty o n  commercial policy entletl. Average t:u.il'fs on 
imports a re  estimated to have increased fro111 13 to 46  per  c('11t i l l  1!)2!) ;~u t l  
to m o r e  than 60  per  cent  by the secontl half 01' the. I!):30s. l - ( I ~ ~ ; ~ I I \  i1111)ol.- 
tantly, tariffs o n  imports of  li~odstuf'ls a ~ i t l  ~ ~ ~ ; u ~ u f i ~ c r u ~ . c . ~ I  I . : ) I I S \ I I I I ~ - I .  gootls 
were raised substantially but  were kept lower lor agricul t~t~. ;~l  ;u~t l  i~~(lustr i :~l  
machinery a n d  raw materials. For this reason, the ePkc.ti\,e I.;ltes of 1,rotrc- 
tion o n  many of  the final goocls selectetl for p~.ottbc.tio~~ we1.c. s~~l)s t ;u~t i ;~l ly  
higher. In addition, quantity restrictions were int~.otluc.ecl o ~ i  the i~~~l)c)~.ts   of:^ 
long list of  goods in November 1931. T h e  lists were ~~ptl;~tc.cI I l ~ e c l ~ l r ~ ~ t l \  ; ~ n t l  

SOIIII .  0 1  t l t c .  t ;~~.ills wtal-c. ~-;~isc,tl l i t r t h r ~ -  (luring the 1930s as iuiport sitbstitu- 
tic111 SI ) I .C ; I ( I  to Ilew secto1.s (\Tic.el I!)!)(i: 74-84 :ultl 105-13). T h e  ininietliate 
l )c .~~(* l i ( . i ;~~  ics W(*I c 1 1 1 ~  S I I I ; I ~ ~  ;111(1 I I I ~ I I ~ I ~ I I I - S ~ ; I I ~  I I I ; I I ~ I I ~ ; I C ~ L I ~ ~ I ~ ~  entrrp~.ises i l l  

I I I ; I I I \ .  1);u.t~ 01' t 1 1 t b  ~.0111111.y c.c)~lsisti~~g 01' textile ~nills,  flour ~iiills, glassworks, 
I)I-ic-k li~cro~.ies, t : u ~ ~ ) r ~ . i r s  ;~ncl ot1ie1.s which began to experience high rates o f  
gl-owtl~. A I.rc.c.llt s t ~ ~ c l \  r s ~ i n ~ ; ~ t r t l  the a \ w a g e  rate of growth of this manufar- 
I I I I ~ I I ~  S(.(.IOI. ; I I  (i.3 1 1 ~ 1 .  ( . C . I I I  1)c1. ; I I I I I I I I I ~  (Iu~.ing 1I1r pe~.iotl  1929-39.' 

' l l ~ r  crisis  hii it 1)eg;111 i l l  1!)2!) h;~tl ;I 11~1nil>e1. ofot11e1- iniporta~l t  repercus- 
sio11s :IS \vrll. l:i~.st, ( . ~ I I ( . ( * I . I I  101. t ~ . i ~ ( l r  (lrli( . i~s i111c1 l);~Ii~~ice-of-p;~y~~ie~lts l ~ r o l ~  
I ~ . I ) I s  1 1 1 0 \ . ( ~ 1  111c' ~ O ~ C I . I I I I I I ~ I I I  ~ I I ( . I . ~ ' ; I S ~ I I ~ ~ \ .  to\v;~~.cIs c l e i ~ r i ~ i g  ;11it1 h ~ r t t ' r  
; I ~ I . ( . ( . I I I V I I I S  ; I I I ( I  I ) i l ; ~ t ( . l . ; ~ l  I I . ; I I~L' .  I%\. 111c sc~co11~1 I ~ i ~ l l ' o l ' t l ~ e  clccatle. luore ~ I I ; I I I  
HO I)(.I. ( . ~ I I I  o I ' ~ l i c ~  ~ ~ I I I I I I . \ . ' s  I i )~-t~igu tl.;ltle was I ~ e i ~ i g  col~clucted under  clear- 
i ~ ~ g  ;111tl ~ - c . c . i l ) ~ . o ( . ; ~ l  (1uo1;1 S \ . ~ ~ C I I I S .  'I'liese I,il;~tel;~l arrangements also kicili- 
1;1t(-(1 I . X I ) ; I I I S ~ ~ I I  01' t1.;1(1(. wit11 N;tzi C;CI.III;III\ ,  \vl1ic11 c)f'l'ere(l 111o1.e 
I~I \ .OI I I . ; I I ) IC ,  ~)~.ic.cs l i )~ .  ' l ' ~ ~ ~ . k r \ . ' s  espol.ls as ~ I I I  of  its well-k~low~i strategi, 
~ o w ; ~ ~ t l s  S I ) I I I ~ I ( ~ ; I S I ( . I . I I  ~.:III.OI)(>. ( ; ~ I . I I I ; I I ~ \ ' s  s11;11.e i l l  'l'~u-ke\'s esports  rose 
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from 13 per cent in 193 1-3 to an average of 40 per cent f i ~ r  1!137-!I. Si~~iilit~.ly. 
itsshare of Turkey's imports increased fro111 23 per cent in 1!)31-3 to 1 8  I)rr 
cent in 1937-9 (Tezel 1986: 139-62 ; lekeli ant1 Ilkin 1982: 22 1-49). 

It is significant that the government ditl not use excha~ige-~.;tte policy t o  

improve the balance of payments and soften the impact o f '  tlie l ) r p ~ - r s s i o ~ ~ .  
On the contrary, the existing parity of the 'Turkish lil-a rji . \-n-r~ic was stl.ic.tly 
maintained even as the leading international currencies were c1ev;tluccl. A\ ;I 

result of the actions of other governlnents, the lira was revali~rcl I)y ;I t o t ; t l  o f  
40 per cent against both sterling and the tlollar t ~ e t w e e ~ ~  193 I ;tn(i l!)31 i ~ ~ l ( l  

the new parities were maintained until the end or  the clecatle." 
Even though the export volume continued to rise in al~solute t e ~ . ~ ~ i s ,  these 

far-reaching changes in the structure of foreign tiatle c-o11il)inetl with the 
adverse price movements and the increases in GDP late1 in the tlec;~cle t o  

lead to a sharp decline in the share of exports in GDP fi on1 1 1.4 per ( r l t t  in 
1928-9 to 6.9 per cent in 1938-9 (Table 12.4). It is thus c.lr;t~ tl~at expol IS t l i t l  
not act as a source of recovery for the national ecollolli): clul-i~~g t l ~ r  I!)JOs. 
The causes of that recovery have to be sought elsewl1e1.e. 

Government concern with the balance of p a y ~ ~ i e ~ ~ t ~  also Ircl t o  ;I I-rss;ttion 
of payments on the external debt and a cle~na~icl li)r ;I 11cw s c t t l c ~ ~ ~ i c ~ ~ ~ t  ; I I ' I ~ I -  
the first annual payment in 1929. The subsequent negotiations, ;titlecl I)? the 
crisis of the world economy and demands for resrttlerne~~t 1)). o t l i r~ .  clel)to~-s. 
produced a favourable result, reducing the anlliial paylnelits 1)). rno1.c. 111;tn 
half for the rest of the decade. During that periotl the Ke~n;~list I-eginie 
sought foreign funds and expertise for its intlustrial ~~~.c!jects. 1)tle to the 
world economic crisis, however, inflows of foreign capital reni;~i~iecl clt~ite 
low during the 1930s (Tezel 1986: 165-89). 

Eta tism 

The difficulties of the agricultural and export-orientetl sectors cluic.kly let1 to 
popular discontent with the single-part). ~ . eg i~ne ,  especi;~lly i l l  the 1llor.e c-0111- 
mercialized regions of the country: in western Anatolia, ;~lottg thc ritstern 
Black Sea coast and in the cotton-growing Adam region i l l  the sot~tli. ?'he 
wheat producers of central Anatolia who were connrctetl to III.~I:III  1n;tr.kets 
by rail were also hit by the sharply lower prices. As the u~lr:~\~ot~r;tl)le wol-ltl 
market conditions continuetl, the government annoi~ncetl i l l  1!)32 the 
heginning of a new strategy callecl elatism, 01- stit~r-lrcl i ~ ~ i ~ ) r ~ ~ . r - s r r l ~ . s r i t t ~ t i ~ ~ g  
industrialization. 

Etatism promoted the state as a leatling 11rocluc.er ;tncl i~ivestor i l l  the 
urban sector. A first five-year industrial plan was atloptetl ill 1!)31 will1 the 
assistance of Soviet advisers. This document provitletl a tlet;tilecl list ol'i~ivest- 
ment projects to be undertaken by the state entevpl-ises rather th;ui ;ill elabo- 
rate text of planning in the technical sense or t l~r t(11.111. A S(Y o11(l Iiv('-?~r;tl. 
plan was initiated in 1938 hut its iml)lernrntatio~~ was i~~te~.nll)tc.cl 1)y M1ol.lcl 
M'ar 11. By the end of the decade, state economic- rnterp~.isrs h;~cl e~iirl.gecl ;IS 

ili11)ol t ; t ~ i t ,  i t ~ ~ l  C:V(>II I e ;~~ l i~ ig ,  l)~-otluce~.s in ;I t ~ ~ ~ m l ) e r  of key sectol-s such :IS 

il-on a1111 steel. textilrs, sug;u-, ~ l ; ~ s s ,  cement, utilities ;in(l mining.' 
Er;~tis~ii i~~volvetl tlte ex te~~s ion  of state-sector ;~ctivities and control to  

ot11c.1 1 ) ; l l . t ~  01' t l i r  t~rl)an yc.ottolny ;IS well. Krtilw:lys which wer-e nation;ilized 
li.oni E I I I . o ~ ) ~ ; I I ~  ow~ie~.shil). ;IS well ;IS the newly constl-i~cted lines, were trans- 
l i ) ~ . ~ ~ ~ e c l  i l l t o  st;lte monol)olies. Most of the  state monopolieswhicll had been 
Il;i~iclrcl ovc.~.  t o  ~,i-iv;tte li~.iiis i l l  the 1!)2Oswrre taken hick. I11 transportation, 
I ) ; t~~ki~lg .  ;111(1 l i ~ i ; ~ ~ i ( . t ~ ,  S I ; ~ I C  ow~iership of key enterprises was accompanied 
I)y inc .~ . r ;~s i~~g co~i t~ .o l  over m;irkeu ant1 prices. At the same time, tlie single- 
11;tl.ty 1.egi11ie rn;ti~~t;~inrcl tight rest~.ictions o n  I;~boul. organization and 
I;~l)ot~~.-iuiion ;~ctivity. T'liese measures paralleletl the generally restrictive 
soc.i;~l ~)olic.ies of the government in other areas. It is significant that despite 
c.onsiclr~-;~l)le g~.owth i l l  tlit. 11i.t)ari sector tlul-ing the 1930s, re;~l wages ditl not 
exc.eecl tlieil. levels of I9 14 (I';i~nuk 1995: 9 6 1 0 2 ) .  

Ct;~tislii 1i;ts ~~n~lot~I) le t l lv  h;tcl ;I long-lasting impact ill Turkev. For bettel- o r  
wo~,sc. tliis c>xi)c.~-irnent ;~lso ~ ) ~ . o v c ~ l  to I)e illspil.;~tion;~l f01- other state-kt1 
i ~ ~ ~ l t ~ s t ~ . i ; ~ l i / , ; ~ t i o ~ i  ; t t t r~ii~)ts  in  lie klitltlle East aFtel- M'orltl M'ar 11.' From a 
I ~ ~ ; I I . I . ~ I , ( - ~ I I ~ I I I ~ I .  l)(~i~sl)c(~tivr, I~owevei~, the co~~t~. i I ) t~ t ion oftlle st;~te sector I t )  

tIi(- i i ~ ~ l ~ ~ s t ~ . i ; ~ I i / . ; t t i o ~ ~  l)ro(.rss i l l  ' I ' ~ I I , ~ C > V  l . e ~ ~ ~ ; ~ i ~ i r t I  ~~ io ( l r s t  t111ti1 Wo1-1(1 11. 
POI. OIII.  thing, st;ttc5 ente~.l)~.isrs in ~iianul';~c.turing ant1 Inan\! ot11e1- areas tlitl 
1 1 0 1  1)rgili o ~ ) r ~ a t i ~ ~ ~ s  111itiI ;~l'trl. 1933. 'l'lle tot;tl ~ t u ~ i i b e ~ . o f  active state enter- 
1~1.isrs in i~iclt~stl.!, ;uicl ~ i i i ~ i i ~ ~ ~  0 1 1  tile eve of M1ol.ltl M'm- II clitl 11ot exceetl 
I W I ~ I I ~ \ .  ()l.li(.ial 1ig111.e~ 11111ic;1te t l i ; ~ t  ill I938 tot;11 eniploy~tie~it i l l  11i:1111~fitc- 
I I I I ~ I ~ ~ ,  111iIiti(>s ;111(l ~ i ~ i ~ i i ~ i g  ~ - r ~ i i ; ~ i ~ l e ( l  1)eIow (iO0,OOO or i~bt)ut I0 per cent of 
tlic I ; I I ) O I I I -  l01.t.e. St;~te r.~~tel.l)l.ises at.t.ot~ntrtl li,~. o~ily I I pel- cent of this 
; I I I I O I I I ~ I ,  01. ;11)ot11 1 I)er c.c.111 01' tot ; l l  employment i l l  the country. Approxi- 
m;ttrlv 75 1 ~ 1 .  ( . f l i t  OF e ~ ~ i l ~ l o y r n e n t  iu ~naniit'acti~l.ing continl~etl  to be 
I ~ . o v i c l r c l  I ) \  s ~ ~ ~ ; ~ l l - s c ; ~ l r  I,~.iv;~te e~ite~.prises (Tezel 1986: 233-7). 

I t  wot~lcl 11t. tlillic.t~lt to ;ll.gtlr. however. th;it the private sector was hitrt by 
the rxl);i~ision of tlte st;ttr sector tlul-ing the 1930s. The  la~.gest private enter- 
1,l.isrs wr1.r i l l  tlic li)l.rig~i t l ; ~ c l r  sector. ;ultl these were ~~tlversely affected bv 
tlic c-o~it~.;~c.tion olli)i.eig~i 11-;~cle. 'l'his was. Iioweve~-, clue more to thr tlisinte- 
gl.;ttioli o f  intr~.~i;ttion;~l t i- ;~cl t .  t l i ; t ~ i  to etatisiii itself. Elsewilere in the urban 
rc.oliomy. IIIOSI ol'the ~)l.iv;~te entn-pl-ises rem;tinecl small in size. By investing 
in I;ii.gc, cxl)c'~isive I)roiec.~si~l  intrl-il~etliate goocls and provitling them as 
~ I ~ I ) I I I S .  111c stilt(. t.~iterl,~.isrs ; ~ ( . t t ~ ; t l l y  hell)rtl the growth of private enterprises 
in 111c. I ~ ~ ; I I I I I ~ ; I ( . I I I I  ill!: 01' I i~ii~l  goo~ls  101-  tlie I . O I ~ S \ I I ~ I ~ L  I'rivi~tt' i~ i \~es t~i ie~i ts  
( - ~ I I I I I I I I ~ ~ I ~  t o  1)c S I I ~ ) I ) ~ I . I ( Y I  i1111l s~~l)si~li/vcl 111t1.i1ig tlie 1930s. No~ietlieless, 
the. ~)l.iv;~rc. sec.tol. ~.eiii;ii~~ecl c-o~~cernr t l  th;lt the state sector might expand at 

its OWII  V X I ) ~ I I S ( ~ .  ' l ' e~ i s io~~s  \ I ( ~ I W C ~ I I  t l ~ e  two siclrs con t i~~ued .  
'l'l1c.1-e is sonle ;tcl~~~ittrclIv c.rt~cle evitlencr o n  thr I.;ltes of invest~iient by the 

stat(. i t ~ ~ c l  ~)l.ivate'src.tol.s whit-li sl~ecls ;tcltlition:ll light on their respective 
I-o1c.s. 'l'l~c*sc. c'sti~~~iitrs sliow 111;tt t o t ; ~ l  g~.oss i~~vcst~nt .~l t  in ' ~ ' I I I - k r ~  ;~ver;~grd 
11io1.1- 11ii11i I2 ~ ) I - I .  (.(,lit 01- (  ;I )I '  11111.ilig 1!)27-<). 1'1.ivi1tc inves t~i~e~i t  ;~cco t~~ i t r ( I  
l i ~ l . ; ~ l ) o ~ ~ t  !) ~ ) t ~ ~ . ( . ( ~ ~ i t ,  ~ I I ( I  the rest c.;lllle h-om the state sector. primal-ily in th r  







-, 
-.

- 
- 

- 
-

-
-

 
"
 

- 
- 

&
h

^
=

 
- 

- 
5
 ;
 5 

2s
 

2
3
 5

..
 . 
- - 

-
-

"
 - 

2
 
- 

= 
=

; 
t
-
 
- '

C
 
" 

"
 
- 

-
; 
-. 

2;
 

2
 

3
,
 ;. 
-F
 5 

- 
,. 

2 
e
 

=
=

--
- 

--
-=

: 
,- 

2
 
2
s
.
-
 

2 
1 

'4
 

7 
,
,
 

f
 

^ 
5 

=
=

 - 
=

,-
 

.
-

-
 

.r 
=. 
- 
r
 'C

 
=

-
a

f
g

 
2

=
2

 -
V

1
 

-=
 =

"
 - 

-
.

-
-

=
 

$.
, 
;
 g 
c
 

'<
 

1z
 

2 
r
-
.
 

'C . 
=

z.
sz

 
- 

z
~

~
z

r
 

= 
2

5
 '

C
"

 
-

-
"

 X 
$
 

.c
. 

;2
2

 
3
 
5

s
 Z.

"
 

5
-

l
Z

f
 

5
 
e
 
-.

 
- 

r
:
 

g 
g

z
 

- 
-

.
<

=
 

'C
F

r
t
 

-
C
r
,
 

g
z

 5
.;

 
%

 
- 

--
 

"
?

a
 

1 
- e

g
r

 
'Y

 
- - -
 

. 
-.

'<
 
- P 

- 
- 

- -
 '
 g

 
2;
 
- 

-
5

 g 
Q

 
- 

-. 
'C 
;
 =

- 
;
 

- s
q 

5 
5'

 
- 

3 
,-

--
:=

 
G

'
C

7
.

C
 



338 Intmwarpoliq choices and thepolilicul econonlyy of , p w l h  

with a papercurrencydriven inflation during Worltl U'ar I. Insteacl ol'exl):~n- 
sionary macroeconomic policies, the emphasis was placetl on creating a 
more closed, more autarkic economy ancl increasing central control 
through the expansion of the public sector. These 1;lrter p~-elkrc~~c.cs were 
directly related to the bureaucratic nature of the regime. 

This paper has also shown that, contrary to the assertio~~s oF ~nuch  or the 
existing literature, the contribution of the state sector to I.ecovcry :ulcl 
growth during the 1930s was limited. Instead, it was the small allcl ~ n c t l i ~ ~ l n -  
sized private enterprises which benefitted from the severe i~llpo~.t repression 
and the strong performance of the agricultural sector th;lt s~~stai~lecl the 
economy until late in the decade. 

The economic model and strategy for develop~nent thus created (luring 
the Great Depression worked in the 1930s, ant1 lor t l ~ e  Inost p;u.t, 1111.ougll 
the 1960s when much of the import substitution was tech~licallv si~llplc :ulcl 
protection created strong incentives for continuetl accumulation in the 
urban sector. The state sector played an important I-ole in the inclustri:~liz;~- 
tion process during this period. Since then, however, the legacy or the 1!)30s 
has been casting a long shadow on Turkey's economic tlevelopment. I.:lli)~.w 
to reduce the extent of government regulations and privatize the state eco- 
nomic enterprises have had a mixed record against the politic:~l ancl legal 
opposition during the last two decades. 

Notes 

Diaz Alejandro (1984: 17-39). Compare with Bulmer .l'hon~;~s ( 1994: 201-37) 
Based on a comparison of the agricultural statistics of the IY'LOs as sr~~nrn;~ri/rtl  i l l  I511l11ray 
el al. (1974) with the Ottoman statistics before M'ol-It1 War I as given i l l  Guran ( 10!)7). Also 
0ze1 (1997: Ch. 2). 
Since most of the impact of the Great Depression was Srlt th rou~l i  pric r rfkc1.i. n;~ric~n;~l 
income accounts prepared in constant prices (lo not 1-c.11cct thr srvcrir\, c,frl~c. i~ r~p ;~cr .  For 
example, see Figure 12.1. 
Zendisayek (1997: 54-106). See also Yiicel (1996: 1 1.3-30). HOI-ar;~ ( I!)X I : 1 ?(Mi) i11lt1 

Kazgan (1977: 231-73). 
Tezel (1986: 144-50). Bent Hansen's (I99 la: 374-5) c a l n ~ l a t i o ~ ~ s  \how r1l.11 t l ~ c  cIIt.< tivr 
exchange rate against the leading trade parulers also appl-eciarrtl sharplv (1111-ing this 
period. 
Tekeli and llkin (1982: 134-220);Tezel ( 19Rli: 197-285); Horarav ( IOM I: 172-89); I 1;lnscn 
(1991a: 324-35); Hershlag (1968: Ch. 4 and 9) .  
For the influence of etatism on the state-led industrialization suatrjqirs ill [~rhrl .  fvlitlclle 
Eastern counuies after World M'ar 11, see Kichartls ant1 Watcrbu~v ( 15)!)0: 174-Z)I ). 
For the close relationship between exchange-rate tlev;~lr~ations ;III(I  c. , .<~nu~r~i< rc.ct,vcn in 
Latin America during the 1930s, see <:ampa ( 1990). 
Yticel (1996: 55-9). It appears unlikely that this de/nr/o increasr in rhc I-cat moncv s~~l)ply 
had a significant impact on the level of aggregate tlen~antl. 
The government's reluctance to pursue expansionaly policies was, c~f c o i ~ r s ~ ~ ,  cu~~sisrcnr 
with the orthodoxy of the pe~iotl.  For a recent sunse\ o f th r  rcsr~ ic tivc. lisc ;II .111cl Illonrt;in 
policy that prevailed in the United Statesantl western Europe unril 1033, rt.c.'l'c.~~~ir~ ( II)89: 
Ch. 2). and also Eichengreen (1992). 
See Table 12.2 and Tezel ( 1986: 102-3). 

IS 1:c)1. I I I C  ~ I < ~ I . I I ~ . .  s c ~  I I ~ ~ I ~ s I I I ~ I ~  (l!I(iX: (;\I. 4) .  I5orat.1~ (1981). Kcvtlrr (1987: C:ll. 5 )  ~11cl 
'l't,rcl ( I<)X(i: l!li-2:YL). 

14 In co~~trasr  I< ,  rhr str~dics ap[)~-oacl l i~~g thr 1930s 11-on1 the of urban econonlv 

;~n<l  ~ I ; I I ~ S I I I .  I5irlrk ;r11tI Kc\<lrr ( 1075) rlnphasiretl the in~pormnce of agriculture and rh r  
LC\ ~ ) o " i t o ~ ~  c,l.rl~c ~ ~ ~ i < l c l l c  ti11 111~1. '1'11cv;1rg11c~l t11i11 .I kc\ C ~ ~ I I I C I ~ ~  i l l  SovrrIlIIIrllt ~o l icv  of  
r l~c  1)c1 ic111 \\!;IS r l ~ c  Ix~liric.~l . ~ l l i . ~ ~ ~ c r  \\.it11 ancl thr sr~ppol-I pro\itlrtI to rhr n~ctlii~n~-sired. 
~ ~ ~ . ~ r L t ~ r < ) r i c ~ ~ r c < l  \V~IC; I I  p10<111crr. 1411iIr rllr r~i~pl l ;~sis  011 rllr coi~~ir~vsi t l r  is rcfrcsl~i~lg. t h r  
. I I ~ I I I I I ~ ~ I  is I I V ~  cc ,~~s i s r r~~r  \ \ i r l ~  rllr li~nirecl volu~nr o f  \vhcnr ~I I I - rhas r s  and the trends in 
~.cI '~ti\c 111.iccs. POI 21 s i ~ ~ ~ i l ; ~ ~ ~ c r i ~ i c i s ~ ~ ~ ,  scr 15o1.;1[;1v (1981: I8+(i). 

I Scr O'Kc,urLt. (1995; I!)Oil): i i%XI) ant1 cc~rnl)a~-r with the mol-e genrral lleckscher- 
( ) l ~ l i ~ i  ~ I . . I I I I ~ \ ~ < I I . L  I I S C ~ I  1)) Kog<~\vski ( l!)89). 

I ( i  Nrr ~ I I I ~ I ~ I I S  01 w l~c . ;~~  ;~vr~.;~gccl L' pr1- CCIII  of t l o ~ ~ ~ r s t i c  procluc~io~l t l r~ri~lg 192CS. Krr 
rs lx~rts  <I[ w11r;lt a\,cr;~gccl 2.5 I)er r rn t  of tloniesric production a tlecatle late!-, during 
I!lJIk!). 'I'hr so~~t-ces ;lrr the Sini~cl l rnl  hnr lxmk .~  (193(&1 ant1 1940-1) for Turkey ant1 
1\111111;1\ 1.1 (11. ( 1974). 

17 'l.l~is \vo1111l ~ . ~ I I S ~ S I ~ I I I  \vi111 111c I)e11~1vi<i11r of tllr ~ V . I S ~ I I ~ I  l ~ ~ ~ ~ ~ s c ~ l l t ~ l t l  ;IS ;i~l;lI\sr~l b\ []I? 

KIISS~;III  c c e ~ ~ ~ o ~ n i s t  ( : I I ;~KII I ( IV  ( l<lXi). 


