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Table 1.3A. Independent Professions and Services Value Added

(Billion TL, 1987 Prices)

[ 1987 | 1988 | 1989 | 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997

Erzurum Sub-region

Agri 0.9 08| 0-8 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8
Erzincan 1.8 1.8 1.7 1.7 1.6 1.6 1.7 1.7 1.7 1.8 1.9
Erzurum 6.6 6.7 6.9 75 73 7.4 7.7 7.6 7.4 7.8 8.0
Giimiishane 0.6 0.6 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Kars 0.7 0.7 0.8 0.8 0.8 0.9 0.8 0.9 0.8 0.8 0.9
Bayburt 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.3
Ardahan 0.3 0.3 0.3 0.3 0.3
Igdir 0.4 0.4 0.5 0.5 0.5
Mus 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4
SUBTOTAL 11.0] 110 111] 119]| 116 118]| 118| 128| 126| 132| 136
M alatya Sub-region

Bingdl 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6
Elazig 6.1 5.6 55 5.7 5.9 6.3 6.4 6.3 6.1 6.2 6.4
Malatya 6.8 7.0 7.2 75 7.8 8.5 9.2 9.8 99| 10.1 10.4
Tunceli 0.4 03 03 0.3 0.3 03 0.4 0.4 03 0.3 03
SUBTOTAL 139 135 136| 141]| 146]| 157 166| 171| 169| 172| 177
Van Sub-region

Bitlis 0.9 0.9 1.0 1.1 1.0 1.1 1.0 1.0 1.0 1.0 1.0
Hakkari 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.3
Van 3.2 3.2 33 35 3.4 35 3.6 3.6 35 3.7 3.9
SUBTOTAL 43| 43| 45| 48| 46| 48| 48| 48| 47| 49 5.2
TOTAL 292| 288 292 308| 308| 323| 332| 347| 342| 33| 365

Source: SIS, “Iller Itibariyle Gayri Safi Yurtici Hasila 1987-1994".

(Ankara: SIS. 1997); “illere gére Gayri Safi Yurti¢i Hasila. Tiirkiye 1995-1996”. (Ankara: SIS. 1999); for 1997. SIS files; SPO,
Main Economic Indicators. (January 1999).
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Table 1.3B. Distribution of Independent Professions and Services Value Added by Province(%)

(1987 Prices)

J1987 | 1988 J1989 |1990 |1991 [ 1992 | 1993 | 1994 | 1995 | 1996 | 1997

Erzurum Sub-region

Agri 3.1 2.8 2.7 2.6 2.6 2.5 2.4 2.3 2.3 2.3 2.2
Erzincan 6.2 6.3 5.8 5.5 52 5.0 5.1 4.9 5.0 5.1 5.2
Erzurum 22.6 23.3 23.6 24.4 23.7 22.9 23.2 219 216 221 219
Giimiishane 2.1 2.1 1.7 1.6 1.6 1.6 1.5 1.4 1.5 1.4 1.4
Kars 2.4 2.4 2.7 2.6 2.6 2.8 2.4 2.6 2.3 2.3 2.5
Bayburt 0.7 0.7 0.6 0.6 0.6 0.6 0.9 0.8
Ardahan 0.9 0.9 0.9 0.9 0.8
Igdir 1.2 1.2 1.5 1.4 1.4
Mus 1.4 1.4 1.4 1.3 1.3 1.2 1.2 1.2 1.2 1.1 1.1
SUBTOTAL 37.7 38.2 38.0 38.6 37.7 36.5 35.5 36.9 36.8 37.4 37.3
M alatya Sub-region

Bingdl 2.1 2.1 2.1 2.0 2.0 1.9 1.8 1.7 1.8 1.7 1.6
Elazig 20.9 19.4 18.8 18.5 19.2 19.5 19.3 182 17.8] 176 175
Malatya 23.3 24.3 24.7 24.4 25.3 26.3 27.7 282 290 286] 285
Tunceli 1.4 1.0 1.0 1.0 1.0 0.9 1.2 1.2 0.9 0.9 0.8
SUBTOTAL 47.6 46.9 46.6 45.8 47.4 48.6 50.0 493| 494| 487| 485
Van Sub-region

Bitlis 3.1 3.1 3.4 3.6 33 3.4 3.0 2.9 2.9 2.8 2.7
Hakkari 0.7 0.7 0.7 0.7 0.7 0.6 0.6 0.6 0.6 0.6 0.8
Van 11.0 11.1 11.3 11.4 11.0 10.8 10.8 104 102] 105] 107
SUBTOTAL 14.7 14.9 15.4 15.6 14.9 14.9 14.5 13.8| 13.7| 139]| 143
EAST ANATOLIA 100.0] 100.0| 1000| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0 | 100.0

Source: SIS, “Iller itibariyle Gayri Safi Yurtici Hasila 1987-1994”.

(Ankara: SIS. 1997); “illere gore Gayri Safi Yurti¢i Hasila. Tiirkiye 1995-1996”. (Ankara: SIS. 1999); for 1997. SIS files; SPO,
Main Economic Indicators. (January 1999).
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Table 1.4A. Transportation and Communication Value Added

(Billion TL. 1987 Prices)

[ 1987 | 1988 | 1989 | 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997

Erzurum Sub-region

Agri 10.0 99| 111 13.0] 135 153] 163] 163 133] 135 13.3
Erzincan 221 209 220 251 256 276 312 314 286 305 32.2
Erzurum 649 642 667 756 761 829 899 878 681 ] 699 675
Giimiishane 347 329 318 305 299 316 3371 300] 326] 348 36.6
Kars 170 | 166 173 215] 209 231 ] 2021 203] 181 192] 202
Bayburt 6.0 73 87| 102] 107] 126] 128 13.2
Ardahan 1.8 2.4 32 3.6 3.8
Igdir 2.4 2.7 3.4 4.1 9.2
Mus 7.2 6.9 7.1 8.2 75 8.0 8.1 8.7 8.4 9.1 9.7
SUBTOTAL 155.9 | 151.4 | 156.0 | 179.9| 177.7| 197.2] 213.8] 210.3] 188.3] 1975] 205.7
M alatya Sub-region

Bingd! 53 5.2 5.6 5.9 6.2 6.9 73 7.6 73 7.9 8.3
Elazig 460 | 445 477] 36| 5391 5791 6281 632] 549 594 618
Malatya 598 616 668 769 7721 849 o919 939 7721 325 86.7
Tunceli 4.0 3.6 4.4 5.2 5.4 6.7 7.6 73 4.6 4.8 4.8
SUBTOTAL 1151 | 1149 | 1245 | 1416 | 1427 156.4] 1696 ] 1720] 1440] 1546] 1616
Van Sub-region

Bitlis 184 175] 174] 210] 207] 205] 17.1] 183] 168] 184 19.0
Hakkari 4.1 4.0 42 5.0 53 5.9 6.3 7.0 3.7 4.0 3.7
Van 138 419 446 5191 5131 5531 640] 668] s546] 584 662
SUBTOTAL 663| 634| 662| 779| 773| 81.7| 874| 921| 751| 808| 889
TOTAL 337.3 ] 329.7] 346.7] 399.4| 399.7 | 435.3| 470.8 | 474.4] 407.4| 432.9| 456.2

Source: SIS, “Iller Itibariyle Gayri Safi Yurtici Hasila 1987-1994".

(Ankara: SIS. 1997); “illere gére Gayri Safi Yurti¢i Hasila. Tiirkiye 1995-1996”. (Ankara: SIS. 1999); for 1997, SIS files; SPO,
Main Economic Indicators. (January 1999).
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Table 1.4B. Distribution of Transportation and Communication Value Added by Province (%)

(1987 Prices)

[1987 1988 |1989 [1990 |1991 1992 [1993 |1994 |1995 | 1996 | 1997
Erzurum Sub-region
Agri 3.0 3.0 3.2 3.3 3.4 3.5 3.5 3.4 33 3.1 2.9
Erzincan 6.6 6.3 6.4 6.3 6.4 6.3 6.6 6.6 70 71 7.1
Erzurum 19.2 19.5 19.2 18.9 19.0 19.0 19.1 18.5 167 162] 148
Giimiishane 10.3 10.0 9.2 7.6 75 73 7.2 6.3 80| 3.0 8.0
Kars 5.0 5.0 5.0 5.4 5.2 53 43 43 44| 44] 44
Bayburt 1.5 1.8 2.0 2.2 23 3.1 3.0 29
Ardahan 0.4 0.5 0.8 0.8 0.8
I5dir 0.5 0.6 0.8 0] 20
Mus 2.1 2.1 2.1 2.1 1.9 1.8 1.7 1.8 2.1 2.1 2.1
SUBTOTAL 46.2 45.9 45.0 45.0 445 453 45.4 44.3 462 | 456] 451
M alatya Sub-region
Bingdl 1.6 1.6 1.6 1.5 1.6 1.6 1.6 1.6 1.8 1.8 1.8
Elazig 13.6 13.5 13.8 13.4 13.5 13.3 13.3 13.3 135 137] 136
Malatya 17.7 18.7 19.3 19.3 19.3 19.5 19.5 19.8 190 190 190
Tunceli 1.2 1.1 1.3 1.3 1.4 1.5 1.6 1.5 1.1 1.1 1.1
SUBTOTAL 34.1 34.9 35.9 355 35.7 35.9 36.0 36.3 354| 357| 354
VVan Sub-region
Bitlis 5.5 53 5.0 53 5.2 4.7 3.6 3.9 4.1 43| 42
Hakkari 1.2 1.2 1.2 1.3 1.3 1.4 1.3 1.5 09 o09] o038
Van 13.0 12.7 12.9 13.0 12.8 12.7 13.6 14.1 134 135] 145
SUBTOTAL 19.7 19.2 19.1 19.5 19.3 18.8 18.6 19.4 184 187] 195
EAST ANATOLIA 1000 | 100.0] 1000] 1000]| 100.0] 1000| 1000| 100.0] 100.0| 100.0]| 100.0

Source: SIS, “Iller itibariyle Gayri Safi Yurtici Hasila 1987-1994”.

(Ankara: SIS. 1997); “illere gore Gayri Safi Yurtici Hasila. Tiirkiye 1995-1996”. (Ankara: SIS. 1999); for 1997,SIS files; SPO,
Main Economic Indicators. (January 1999).
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A similar trend is also observed in transportation and communication sector, which
could be considered as producer services. Value added in this sector increased between 1987-
1997 by 45 % with slight fluctuations (Table 1.4A and B). Only in Van the sectoral growth
was higher than Malatya. But the increase in Van was most probably not because
transportation and communication sectors provided producer services to manufacturing
industry and other commodity producing sectors, but because of the direct services provided
to exploding population of the province center in Van as a subregional center in the 1990s.
Another reason for this would be direct services provided to satisfy the demands of
subregional trade and increasing population movements. On the other hand, in Erzurum,
which is a transit center providing services to a large sub-region, value added created by
transportation and communication declined in 1997 to its 1987 level despite its increasing
trend in the early 1990s. Obviously the stagnant industry in Erzurum (Table 1.2A and B)
could not stimulate dynamism neither in independent professions and services nor
transportation and communication sectors (Table 1.3A and B, Table 1.4A and B). In the
absence of a demand coming from the industry, these sectors could not develop either.

Malatya Province is the most rapidly developing province in the whole Region due to
the momentum it gained in industrialization process. Gross value added the province created
between 1987-1997 increased by one-third (33.8 %). The only other province that showed the
same performance in the Region is Van. The economy of Erzurum, which is the regional
center of a big sub-region, is stagnant. Elaz13’s economy, on the other hand, was able to grow
in this period only by 11.4 %.

The conclusion that follows from these investigations is that Malatya has taken a step
forward in industrialization recently and started to drag along with itself especially those
sectors with which it has backward links. This industrial dynamism in Malatya results from its
favorable location, the fact that it is located in a plain where a diversified agriculture is
dominant, and it has more qualified human resources as measured by the education level. The
spirit of entrepreneurship has no doubt a role in this. But entrepreneurship comes out under
certain circumstances. Obviously Malatya has this atmosphere. Progress of industrialization
has to be supported in Malatya and Malatya-Elazig axis and necessary public investments,
including a good urban infrastructure, must definitely be made so as to become a metropolitan
center attracting population movements from other provinces. With its performance in the last
ten-fifteen years, Malatya has shown that it has comparative advantage in certain industrial
sub-sectors. This comparative advantage should be improved. Diversification of industry and
ever-developing producer services indicate that concentrated economies are developing in
Malatya. Intensifying industrial activities in Malatya and Malatya-Elazig axis will further
develop these concentrated economies and bring more competitive power to the subregional
industry.

In other sub-regions and Tunceli and Bingdl provinces of Malatya Sub-region animal
husbandry has the comparative advantage. For increasing revenues in the short and medium
run in these provinces and sub-regions, there is no serious alternative other than improving
primarily animal husbandry and sown-planted agriculture where the climatic conditions allow.
This does not mean that the industry and other employment-creating, income-generating
activities should not be supported in other sub-regions. But location and other geographical
characteristics indicate that industry does not have much potential in other sub-regions. And
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as far as a private sector dominated economy is concerned, the contribution of industry to the
development of these provinces will be marginal in the foreseeable future relative to that of
animal husbandry and agriculture.

1.3. MAIN SECTORAL STRATEGIES
1.3.1. Industry
1. Industry should be concentrated in Malatya and Malatya-Elazig axis.

2. In the short and medium run local, regional and to some extent national industries
should be encouraged in Malatya and Malatya-Elaz1g axis. In the long run, on the other hand,
industries that have a potential to compete in national and international markets should be
supported. The subregional industries that would have competitive power in national and
international markets are the ones that are technologically matured and that have a relatively
lower transportation (in obtaining inputs and distributing final products) cost share in the
delivery (cif) price of the goods to the market.

3. In Malatya and Malatya-Elaz1g axis, industries using local and subregional raw
materials and that have a potential to compete in various markets should be encouraged at the
maximum level because backward linkages are highly likely to enliven other sectors, too.

4. For purposes of input supply and market access, transportation between Malatya-
Elazig Sub-region and the SAP (Southeastern Anatolia Project) Region should be improved.

5. In Erzurum Sub-region, Erzincan and especially Erzurum should be encouraged to
be industrial centers. The fact that Erzurum’s urban population has become large enough to be
a major local market where producer services and a diversified labor market could emerge,
that it is located relatively near to the Trabzon Harbor and at the crossroads of transportation
channels formed in east-west and south-north axis constitutes a potential for the city. In the
medium and the long run this potential should be used to develop especially footloose
industries, which have higher price/weight ratio and whose products do not gain or lose
volume or weight during the production process. But using this potential to develop such
industries depends especially on making east-west transportation channel fast and reliable,
developing airway transportation, and hence improving Erzurum airport in terms of service
quality and reliability.

In addition to footloose industries, industries that rely on local and regional raw
materials, and that could compete in local, regional and to some extent national and eastern
markets should be encouraged in Erzurum and Erzincan.

6. In Van Sub-region, the only city center where the industry can be developed
considerably is Van. Van, with its growing population constitutes an important local market
and has the atmosphere to form a diversified labor market. Because of the far distance of Van
from national and international markets as well as Eastern Mediterranean Ports it is not
possible to develop a diversified industry there. In Van, only those industries processing local
and subregional raw materials and have competitive power in local, subregional and national
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markets, and to some extent footloose industries can be realized. But development of cheap
labor-intensive footloose industries depends on improving transportation channels to
Southeast (and from there to the West) and making air transportation safer. Van has a chance
in international markets, especially in the Gulf countries in processed animal products.
However, taking advantage of this opportunity successfully requires high marketing
capability.

One cannot argue that there is this chance in Van for the time being. Developing
partnership relations between Van’s industry and the western-based companies who have
experience in international marketing might raise Van’s chance of opening to the international
markets.

7. In the small cities industrial facilities should not be set up, except for the mining
industry for which carrying the basic raw material from one place to another brings a high
cost, or cotton ginning and beet processing industries whose raw products are produced
extensively in the land and the processing units need to be located closely for the minimum
transportation costs. There is little or no chance for the survival of competitive industries in
the small cities of the East due to lack of producer services and other external economies,
difficulty to get skilled labor and managers, and sometimes high cost of transportation and
time. In these small cities industries should not be encouraged, except for those industries
mentioned above.

8. Essentially the industry should be encouraged in Malatya-Elazig axis and
subregional centers Erzurum and Van, and in Erzincan. Even in these cities, industries should
be set up in the organized industrial estates for the reasons of forming economic concentration
and well functioning and diversified labor market, saving in providing infrastructure services,
and increasing the possibilities of learning from one another by the workers thanks to the
interaction brought about by being located in the same place.

9. One of the major problems of the existing as well as prospective industry in the
Region is the problem of marketing. Finding a satisfying solution to this problem is vital.
Institutions that could provide consulting services should be formed in the Organized
Industrial Estates. These institutions could be consulting firms to which companies operating
in each Organized Industrial Estates could be partners, or they could be consulting bureaus
within the KOSGEB (The Administration for Developing Small and Medium Sized
Industries) structure. The consulting firms structured as partnerships have a higher chance of
being successful because they would be controlled by the public authority to some extent, and
responsible directly to the partners if they are supported as minority shares and will be taken
accountable in the case of failure. Such firms could operate more flexibly.

10. In addition to institutions to provide consulting services on marketing, institutions
to provide consulting services for technology should also be established in the Organized
Industrial Estates. Their formation could be similar to institutions providing consulting
services for marketing.

11. In the case of not having such technological and marketing consulting firms
established, the public, in order to satisfy the need for consulting services of the companies in
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Organized Industrial Estates or entrepreneurs planning to open enterprises in these regions,
can subsidize the purchase of services from private consulting firms as a % of transaction

value.

12.

The government should subsidize labor training costs of the companies in

Organized Industrial Estates as a certain percentage of the total cost at least in the short and
the medium term.

1.3.2. Agriculture

1. One of the prerequisites of improving agriculture and increasing productivity in the
Region is to set up an effective publication organization. With the current style of work and

equipment,

it 1s not possible for the publication organization to work efficiently. Publication

organization should be organized based on the following principles.

11.

111.

1v.

V1.

Vil.

Viil.

Publication personnel sent to each province and district should be the ones who
are educated in the dominant or potentially dominant produce types in that
province and district. For example, an agricultural engineer specialized in fruits
should not be sent to a province or district where the dominant produce is cereal
or there is no potential for commercial production of fruits due to climate,
transportation or market conditions.

More than one publication personnel, who are specialized in the related areas,
should be hired in those provinces and districts having a diversified agriculture.

Special publication education should be given to the publication personnel,
regardless of their area of specialization.

Vehicles should be given to the publication personnel so as to increase their
mobility, and operational expenses of these vehicles should be covered.

Publication personnel should be taken out of the supervision of the administrative
authority and their supervision should be regulated by special laws and
regulations.

Publication personnel should be appointed for certain minimum periods, 5 years
for instance; hence the experience gained in the regional conditions should be
utilized to the utmost degree.

Special work regulation, transaction principles and discipline regulation should be
developed in order for the assurance of the publication personnel to work on the
field rather than in the office.

A research and development, application and feedback from application to

research and development system should be developed to ensure a close
interaction with other research and development institutions in the Region.
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2. Soil cultivation techniques to reduce fallow land and substitute products to replace
fallow should be made prevalent in the Region.

3. Products with higher value added such as fruits, vegetables, and green house
vegetable farming should be encouraged wherever the climate and topographic conditions
allow. In this context;

1. Producers should be organized for input supply and marketing purposes. In order
for encouraging producer organizations to become widespread and successful,
credits and other possible instruments should be extended only to the members of
these organizations.

ii. Technologically simple facilities and systems that could cost within the
affordability of producers and other entrepreneurs should be encouraged for
storing and processing fruits and vegetables.

4. Special products such as Adilcevaz’s walnut and Van’s herbed cheese should be
marketed as trademarks. Producer organizations and companies that would be involved in this
marketing process should be provided with credits and subsidized interests.

5. Special importance should be given to the improvement of irrigation facilities.
Improvement and expansion of irrigation under dry climatic conditions prevalent in many
places of the Region is one of the prerequisites for developing the agriculture, increasing
produce variety, and growing high value added produces. Irrigation projects in the Region
should be given priority despite the fact that relatively lower yield per unit of land (due to the
short period available for growing produce because of such factors as elevation, topography,
and long winters) leads to lower cost-benefit ratio calculated with the interest rate used for all
projects in the country. Even though such a move constitutes a subsidy to the regional
agriculture, the amount of subsidy would be still smaller compared to the costs resulted from
the unfavorable conditions brought about by the intense migration from rural to urban areas.
Irrigation will create additional employment. Besides, irrigated agriculture is a prerequisite for
developing industries based on local raw materials under the circumstances of the Region.

6. All the production-oriented credits to be given to farmers in the Region should be in
the form of controlled credits. The controlled credit system implemented successfully by
Ziraat Bank in the past in some areas should be expanded in the Region. Small farmers are
using credits extended to them by Agriculture Credit Cooperatives as consumption credits
today. Production-oriented and consumption-oriented credits should be separated, and
uncontrolled production credits should not be given. For this purpose, Ziraat Bank should be
reorganized in the Region.

7. Those areas used for sown-planted agriculture today but in fact should have been
used as meadow-pastureland because of climatic and topographic conditions, should be
converted to meadow-pastureland within a plan. While doing this, farmers should be
supported with seed.
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8. Natural farm fertilizer used as fuel should be directed to land use. For this purpose it
should be substituted with natural gas especially in the big cities. In the short and the medium
run green fertilization and feed plants should be included in production cycle in the areas
where the farmers cannot afford this substitution. Especially production of feed plants should
be encouraged all over the Region for eliminating the feed deficit in the animal husbandry
sector.

9. Land aggregation is necessary in the Region. For this purpose title deed and official
registration activities should be completed as soon as possible. Land aggregation should be
started from the land that will be opened to irrigation. Irrigation projects should be done
together with aggregation of land.

10. Inheritance law should be changed so that certain minimum sizes for lots should be
determined according to local circumstances, and those divisions that will lead to smaller than
minimum lot size should not be allowed.

11. In the long run, increasing agricultural productivity and keeping it continuously
will depend on, in addition to providing an effective publication service, increasing the
education level of the farmer. In order to increase the level of education of the farmer,
education in the rural areas should be considered important, and professional skills should be
enhanced through the courses to be organized by the publication organization.

1.3.3. Animal Husbandry

In many provinces of the Region animal husbandry is the vital economic sector and the
only activity that has comparative advantage. This will continue to be the same in the
foreseeable future. In these provinces economic development will depend, to a great extent, to
improvement of the animal husbandry. However, this is not going to be easy. Because it will
be necessary to change some institutional structures that have been living for centuries.
Changing these structures are sine-qua-non conditions for improving animal husbandry and
keeping the comparative advantage the sector has. The preconditions for improving the animal
husbandry, which relies on pastureland to a great extent, are the following:

1. The number of animals that would be allowed to put out to pastures, which are used
as common property by anyone and as much as they wish without any limitation, should be
limited in accordance with the pastureland capacity.

2. The length of time allocated for putting animals out to pastureland should be
limited.

3. Pasturelands should be used on a rotational basis. The new Pastureland Law enacted
in 1998 states these principles. However, how the application is going to be supervised is not
clear in the Law, there isn’t any sanction in case the implementation is violated, hence there is
not much chance for the success of the Law. The Law should be amended and sanctions
against violations and an effective supervision mechanism should be incorporated to increase
the chance for a successful implementation.
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In addition to these sine-qua-non conditions, the following strategies should be
implemented to improve the animal husbandry in the Region.

1. Pasturelands should be improved. Even if the prerequisites mentioned above are
realized, pastureland yield will not be able to be increased; hence animal husbandry will not
be able to be improved unless pasturelands, which are damaged and became unproductive due
to excessive use, are improved. Since pastureland improvement is a time consuming activity
that requires tight supervision, improvement activities should start from those places for
which the chance of success is higher because of available sociological conditions or easy-to-
watch and supervise, and it should be expanded within a plan. The success of the first
implementations will raise the chance of success for later implementations.

2. In the publication institutions to be organized in every province and district centers
a veterinary and a meadow-pastureland expert should definitely be hired. Working and
supervision principles for effective service by these experts should be as summarized in the
“agriculture” section.

3. Planting feed crops should be encouraged.

4. Those pieces of land used currently as sown-planted agricultural land even though
ecological, topographic conditions and structure of soil are not convenient should be
converted to meadow-pastureland. Those farmers whose land are decided to be converted to
meadow-pastureland should be supported with long-term, low-interest credits or minimum
level in-kind or cash assistance during the period of converting the land into productive
meadow-pastureland.

5. In order to make it available for rotational use small pieces of pastureland slots
owned by farmers should be aggregated. For this purpose, title deed and official registration
activities in the Region should be completed before all else.

6. Credits to be given to animal raisers should definitely be in the form of controlled
credits.

7. Animal product processing industries should be encouraged.
8. Contractual animal husbandry should be encouraged.

9. Improvement of pastureland and race and encouragement applications should be
harmonized in terms of time and space. For example, race improvement activities should be
conducted simultaneously with meadow-pastureland improvement activities together at the
same places. Otherwise, race improvement efforts without improving pastureland and
increasing feed crop production remarkably in a place where there is coarse-feed deficit will
not bring total production increases (meat or milk) any higher than marginal, so these efforts
will fail to a great extend.

10. For increasing productivity of meadow and pasturelands irrigation possibilities
should be considered, and new irrigation facilities should be constructed whenever possible.
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12. In those places where race improvement efforts take place, animal shelters, barns
and sheepfolds should also be improved in addition to meadow-pasturelands. Improvement
activities should be supported by credits.

13. In the absence of effective veterinary services, raising more animals is an attitude
of the farmers against the risk of losing animals. Therefore, veterinary services should be
expanded and made more efficient in order to minimize this risk and increase labor
productivity and total production by raising fewer but more productive animals, instead of
more but less productive ones.

14. Village roads should be improved to establish economic cold chain in the period
during which the animals provide milk.

15. Activities of pastureland and race improvement and as well as efforts of
establishing cold chain should be started in the vicinity of the big cities and expanded to
farther places over time. The big cities are the main consumption and trade centers from
where the products are transported to outside regions. They are also the centers where some
inputs can be obtained more easily.

16. Organization of producers should also start from the immediate neighborhood of
the big cities. Organizing the producers located in the vicinity of big cities is easier thanks to
the lower transaction costs of organization resulted from easy transportation possibilities and
relatively high rural population intensity. This facility raises the chance of success for
producer unions in the neighborhood of the bigger centers due to the existence of relatively
well functioning product as well as input markets. On the contrary, there is almost no chance
of success for the producer unions to be established in the farther locations from the big
centers that have low population density, settlements are scattered around, high transaction
cost of establishing and keeping them alive, and far distance of product and input markets.
Besides, in many rural places of the Region, bringing the producers together in the producer
unions is much harder because sociological and cultural differences are much sharper in the
far distant places from the big cities. For these reasons it is much more rational to intensify the
efforts of establishing producer unions in the vicinity of the big centers (as opposed to
expanding these efforts to larger areas) in the short and the medium run in terms of the
ultimate goal, improvement and marketing success, and yield and production increases. The
success of producer unions in the neighborhood of big centers will set the stage for the
prospective ones to be established in the farther locations by way of demonstration. Union
members should be given priority in extending credits in the context of encouraging
establishment of the producer unions.

17. It is easier to market and less risky to transport live animals and animal products to
distant places except for milk and yogurt compared to fruits-vegetables and some other
agricultural products. This is because protection is not as big of a problem for them. Therefore
it will be a more rational decision to give priority to activities necessary for increasing
production of animal products in the Region.
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18. In order to improve the sheltering conditions, leading to productivity, modern barn
and shed construction has to be encouraged with long term and low interest rate credits.

19. Although the animal husbandry has comparative advantage especially in Erzurum
and Van sub-regions, this is not the case for livestock fattening. This is because the raw
materials for the most commonly used feed items in livestock fattening such as barley, corn,
and sainfoin are not grown as much as needed. Improvement of feed grain sowing, and
expansion of feed types that would better fit to climatic conditions of the Region are necessary
to improve livestock fattening. Research projects in the regional universities to develop high
yield types that better fit to regional climatic and farming conditions should be supported and
positive results obtained from them should be expanded through publication organization.

20. Even though regional rivers and lakes are convenient for fishing, they have not
been sufficiently improved so far. The main problem here is the problem of marketing. In
order to overcome this problem producer unions and cooperatives should be encouraged via
giving priority to the members of these unions in crediting.

21. Although the flora of the Region is convenient for beekeeping, this activity has not
developed enough; the chance to develop in the short and the medium run is not high, either.
Beekeeping is done all over Turkey and the country is among the major honey producers in
the world. Especially for the reason that domestic market is saturated, hence marketing
problem is faced, it is impossible for the beekeeping to emerge as a major economic activity
in the short and the medium run. In the long run, development of this activity depends on a
preference shift in the market in favor of the region-based honey.

22. The possibilities to raise winged animals in the Region are limited. First of all, the
raw material for the intensely used feed to raise winged animals, especially corn, is not grown
enough in the Region. Due to climatic conditions, it is impossible to expand corn agriculture
except for Elazig-Malatya and neighborhood of Elazig and Igdir. Moreover the need for
heating the shelters during the long winter season to prevent energy losses of the winged
animals makes winged raising economically inefficient in many places of the Region
compared to other regions. But raising the winged animals toward satisfying regional and
subregional demand in the neighborhood of Malatya-Elazig and [gdir mentioned above would
be an appropriate economic activity.

1.3.4. Education and Health

1. The main problem with education and health is the problem of not having enough
personnel both number and quality wise, rather than physical facilities and equipment. In
order to overcome this problem, all staff positions should be converted to fixed/permanent
positions and each personnel to work in every education and health facility should be hired for
the specific open position wherever that might be. In case the personnel wants to transfer to
another place from where he/she was hired, his/her contract should be cancelled. It will be
necessary to amend the related laws for this purpose.

2. In case the system of permanent position is not adapted, very high wages should be
paid to ensure a natural flow of personnel to this region, especially in health. However, it is
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still doubtful if this can solve the personnel problem to a great extent. The fact that academic
personnel with enough number and quality could not be attracted to the regional universities
despite relatively quite higher payments is a good example in this context. Even though
rotation is an objective system given the socio-economic and cultural conditions of the
country and the Region, since the system could not be implemented according to objective
criteria, it is considered as an exile and hence could not be productive.

3. Education of female students should be considered important and female
participation ratio in the primary schools should be increased along with male students.

4. Boarding regional primary schools should be expanded in order to reduce the
financial burden on parents and ensure higher school participation rates.

5. Preschool education and informal education should be considered important in order
to increase literacy rate.

6. Lack of equipment at the hospitals and the personnel to use these equipment should
be eliminated.

7. Unhealthy and insufficient drinking water problem, which is the source of many
diseases, should be solved immediately.

8. Family planning, preventive medicine and public health services should be
expanded.

9. Capacities of the regional universities should be expanded and quality of education
should be increased to obtain education and health personnel on a voluntary basis at all levels
and solve the problem most economically. The chance of staying in the Region and be willing
to work is higher for those who graduate from the Region’s universities compared to those
graduate from outside universities. Increasing quality of the education in the universities of
the Region depends on increasing the number and quality of the academic personnel. Other
methods should be tried to solve this problem, in addition to higher wages. For example,
research assistants in these universities should be given the chance to go abroad for masters
and PhD studies, the faculty with PhD degree should be given the possibility to abroad for
post doctoral study and research, and be able to use sabbatical option more often.

1.3.5. Transportation and Communication

1. Main transportation channels linking the Region to the West, the SAP Region in the
south, northern ports, and the eastern markets should be improved to a quality level and be
kept open in all seasons.

2. In order to encourage the footloose industries, which have markets for their products
in the western regions or abroad and produce high value products with respect to their weight,
Erzurum, Malatya and Van airports should be developed as the airway cargo gates of the
Region.
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3. Village roads network, in principle, should be improved according to the master
plan prepared by the General Directorate of Rural Services, main village roads providing
transportation service to several villages should be kept open in all weather conditions. For the
other villages, alternative transportation and communication possibilities should be utilized
instead of trying to keep the roads open in all kinds of weather conditions.

4. Telephone switchboard capacities should be increased in parallel to increasing
demand in especially those subregional centers projected to be the industrial and commercial
centers.

5. Communication network in the rural areas should be developed.
1.3.6. Energy

1. Power supply for the Region should be made reliable. Quality and reliable electrical
energy should be provided to Malatya-Elazig, Erzurum, Erzincan and Van, which are
projected to be the industrial centers. Transmission lines and transformer centers in these
cities should be good enough, both quality and quantity wise, to satisfy the demand.

2. In order to stop the forests from being damaged further used as reserves for
obtaining heating materials and substitute dried cow dung used as fuel especially in the rural
areas, coal reserves in the Region should be operated more efficiently. Dried cow dung used in
the big cities should be replaced by the natural gas coming from Iran and Turkmenistan. New
coal reserves should be searched for and they should be operated if the reserves are found to
be economically efficient.

3. Natural gas pipelines that will come from Iran should be extended to Elazig,
Malatya and Van, and the gas should be used for heating and other household needs. Natural
gas should also be used in thermal power plants to close the regional energy gap.

1.3.7. Environment

1. Soil erosion control and tree plantation activities should be accelerated and carried
to a larger scale in order to create employment possibilities and prevent economic life of the
dam lakes over the Euphrates getting shorter as a result of being filled with mud. Erosion
control activities are vital in some areas of the Region. These activities should be carried out
together with pastureland improvement activities, wherever appropriate.

2. Industrial waste should definitely be treated in especially Malatya, Elazig and Van
to prevent rivers and especially dam lakes over the Euphrates and Lake Van from getting

polluted. Priority should be given to these cities to treat the household waste as well.

3. No polluting industrial facility without a treatment system should be allowed in the
Region.

4. Natural gas should be used for heating and other household needs in Erzurum,
Malatya, Elazig and Van where there is intense air pollution in the winter. Accordingly,
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natural gas pipeline to come from Iran or Turkmenistan should be extended to these cities and
inner-city infrastructure should be constructed immediately.

5. In order to stop damages given to the forests in the Region and improve the
damaged ones, a new system of forestry management should be introduced so as to get the
forest villagers participate in forest management and protection and share the income accruing
to the government from forest management.

14. SETTLEMENT STRUCTURE

1. Erzurum, Malatya-Elazig and Van should be developed as subregional centers.
Provision of physical and social infrastructure at a satisfying level should be given priority in
these cities to be developed as industrial, commercial, educational, and medical centers. The
second priority should be given, in developing physical and social infrastructure, to the
province centers other than those cities to be developed as subregional centers, and the third
priority to district centers that have a higher population than a certain edge.

2. Development pattern of central villages in the last 10-15 years should be
investigated. Social and physical investments should be stopped to the ones that have stagnant
or falling population and that have not much agricultural development potential including
animal husbandry in their neighborhood in order not to waste any more resources.

3. Transportation channels linking especially the subregional centers to the western
regions and the SAP Region should be improved.

4. District centers should be the main bases providing services to rural areas; hence
transportation channels linking these centers to the neighboring villages should be improved.
It is impossible to satisfy the demands coming from the rural areas by the centers smaller than
the districts, given the developing transportation and communication possibilities and
increasing diversity and size of the needs that could to be satisfied by the markets. Even some
small district centers in the Region do not have the potential to satisfy these demands. Their
places in the administrative structure should be reconsidered and the programmed physical
and social infrastructure investments for those district centers (so that they could assume the
functions assigned to them without taking the functional relations between settlements into
account) that do not have the potential for development should be cancelled.

5. In all public investments and private sector encouragement policies, the functions
that could be assigned to settlements should be evaluated and investments should be planned
in such a way that they could support one another in the space, create external economies for
one another and be functional to form strong subregional and sub-subregional centers. It
should be kept in mind that each activity can take place only under certain economic, social
and cultural atmosphere, greenhouse activities bring additional costs, and moving the
production of those products that could be grown under natural conditions without extra
spending to greenhouse environment is nothing more than waste of resources in the context of
scarce resources.
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6. It should also be kept in mind, when determining appropriate locations for
investments, that development potentials of the regions, sub-regions, cities and rural areas do
change in the context of a country and a world where the gravity centers of technology,
transportation and trade continuously change. It is bound to fail to stop this change, and hence
it is extremely important to perceive these potentials and act accordingly.

Spatial Priorities of the Public Sector Investments

In order to be able to stimulate new private sector investments and accelerate the
development of subregional economies by taking advantage of economies of scale and
economies of concentration that would result from intensifying activities in certain places,
priority should be given to sub-region centers i.e. Malatya-Elaz1g, Erzurum and Van in all
kinds of public sector infrastructure investments. The second priority should be given to 4
level centers, which are Erzincan, Kars, Bayburt, Glimiishane, Igdir, Mus, Bing6l, Agr1,
Tatvan and Ercis. For other 4™ level centers such as Bitlis, Hakkari and Ardahan priorities
should be distributed according to their potentials.

Medical and educational services should be provided at satisfying level in all facilities
that have enough equipment and personnel and all centers according to internal stratification.
Here internal stratification means that the most specialized facilities and services should be
placed in the subregional centers and this process should move toward lower level centers
depending on the type and the size of the service in question.

Central villages policy in the Region should be reconsidered. Because of the heavy
migration from rural areas, emptying the villages and terror in the last fifteen years, central
villages lost their functions in some areas. Allocating resources to such central villages will be
waste of resources.

1.5. INTERREGIONAL RELATIONS

The regions can affect one another essentially through five channels: 1) capital and
labor migration, i1) consumption goods markets, ii1) input markets, iv) production of substitute
goods v) production of complementary goods

i) Capital and labor migration: It is not likely to observe capital migration from the
neighboring regions, Eastern Black Sea and the SAP Region to the Region especially for the
high risk level in the Region. In the western part of the SAP Region the risk level is lower and
investment possibilities throughout the SAP Region are more attractive with the
implementation of the SAP compared to the East. It is highly likely that fast development of
the SAP Region will attract some migration from the East, especially from Van Sub-region.

i) Consumption goods markets: There is almost no consumption good produced in

the Region in excess of the need but not produced in the Eastern Black Sea, the SAP Region,
or other regions. Animal products and some fruits produced more compared to other regions
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are exported to those regions. As the production of these products go up export of the Region
will increase, too. The direction of this export will be more likely toward big consumption
centers such as Ankara, Istanbul and Izmir. The SAP Region and Eastern Black Sea will also
get a share from this export, even though it may not be high.

On the other hand, many industrial products produced in other regions but not in the
Region will continue to flow into the Region. It is not possible for the Region to substitute
most of these products for the various reasons mentioned earlier. Industrial products produced
by the developing SAP Region, especially Gaziantep, compared to other regions’ products,
have a higher chance of marketing particularly in the Van Sub-region.

iii) Input markets: Except for some mining products, the Eastern Anatolia does not
have industries producing inputs for industries of other region and it is highly likely that this
situation will continue in the next 10-20 years. One of the major targets of the Region’s
development strategy is to get the current and potential raw materials processed within the
Region. On the other hand, it is possible that some of the inputs grown in the SAP Region,
e.g. cotton, could be used by the industries in the Region, especially in the Malatya-Elaz1g
axis, hence accelerating industrialization in this area. Increasing the standard of Trabzon-
Erzurum road will make it possible to get low cost inputs for the small-scale industries to be
established in Erzurum via Trabzon Port.

Some other agricultural produces that will be grown in the SAP Region, for example
cotton pulp, corn and barley, will contribute to development of animal husbandry in the East.
The degree of this contribution will fall as the distance to the SAP Region gets farther.

iv) Production of substitute goods: Development of especially some consumption
goods industries in the East will substitute those goods currently coming from the western
provinces to a great extent. The degree of this substitution will change directly with the share
of transportation cost in cif price of the good, and inversely with the degree of demand
differentiation for the good in question. Production of substitute goods is highly likely to
develop in favor of the Region and against the Marmara, the Aegean and the Mediterranean
regions. Substitute goods are not produced in the Region for the goods produced or would be
produced in the Black Sea Region, so this region is not going to be affected much by the
developments in substitute goods production in the East. It is a high possibility that substitute
goods production of the SAP Region to affect the Van Sub-region negatively.

v) Production of complementary goods: The Region’s industry does not produce
complementary goods used by other regions and have a considerable size in the Region’s
economy. Since its industry is not diversified much and production volume is low, it does not
purchase complementary goods from other regions in any remarkable amount, either. This can
be argued even though there are no detailed production and inter-regional trade statistics at
hand, because the industry in the Region is concentrated in a few areas such as textiles and
food products, which do not use complementary goods. Development of the Region and
increasing demand by other regions will not change the situation, because the complementary
goods are important for a few industries such as automotive and machinery industries, and
there is no chance for such industries in the Region at least in the near future or the medium
term. It is almost certain that the demand for complementary goods arising from other regions
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will be satisfied by the same region as it is today due to the spatial proximity, or some other
regions.

Improving transportation channels between the Region and especially the western
region will open up the Region to western-based industrial goods even more. In this case, the
Region will be adversely affected with regard to those goods having scale economies and
higher value/weight ratio. For other goods that do not have scale economies and for labor-
intensive industries using relatively cheaper labor, improvement of East-West transportation
channels will create new possibilities for the Region because it will reduce transportation
costs to the western markets and increase competitive power.

In summary, developments in the SAP Region will adversely affect the Region in
terms of capital inflow from outside regions, but favorably affect in terms of input supply for
animal husbandry and some other industries. SAP Region is likely to attract some migration
from the Van Sub-region and even some other provinces such as Mus and Bingol.

Developing industries in the SAP Region will, again, have a negative effect on
industrialization of the Van Sub-region. Neither the developments in the Black Sea Region are
likely to affect the East, nor the developments in the East are likely to affect the Eastern Black
Sea Region. Substitute industries that are likely to be established in the Region will rather
negatively affect the western industries and some industrial sectors located in Gaziantep.
Improvement of East-West transportation channels might have both positive as well as
negative effects on industrial development of the Region, depending on the type of goods.

The biggest impact of improving transportation channels would be expected to be on
agricultural and animal products. If the volume of production could be raised, improved
transportation will likely to open the doors of larger markets for regional products, hence
contribute to accelerating the development of the Region.

1.6. INTEGRATION WITH NEIGHBORING COUNTRIES AND CENTRAL ASIAN
REPUBLICS

One of the major reasons behind underdevelopment of the East is its unfavorable
location with respect to ports of exports and imports and gravity centers of domestic and
foreign markets. The new political and economic geography emerged after the collapse of the
former Soviet Union did not change much for the following reasons.

Among the neighboring countries of the East Armenia, Azerbaijan and Georgia are
small countries both in terms of population size and market size. As of mid-1990s total
population of these three countries was 16 million, income per capita ranged between 500 and
750 dollars (Appendix Table 1.6), total market potential is approximately one-sixth of the
market potential of Istanbul Province. Although the situation might change in the medium and
long run as Azerbaijan’s petroleum reserves start to be operated on a larger scale, this
potential is not likely to change to the extent that could remarkably influence the Region.
Among the neighboring countries the one that has the highest population and market potential
is Iran, with its population of 62.6 million. Total population of the Central Asian Republics,
i.e. Kazakhstan, Kirghizistan, Uzbekistan, Tajikistan and Turkmenistan is around 55-60
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million, income per capita is below $1,000, except for Kazakhstan where income per capita is
around $ 1,100. Excluding Iran, import capacity of these countries is also low. Except for
Azerbaijan, they get only a small portion of their imports from Turkey (Appendix Table 1.7).
In conclusion, these countries do not have big market potential in the short and the medium
run.

Opening up the natural gas and petroleum reserves in Kazakhstan and Turkmenistan to
be operated on a larger scale will enlarge their market potential to a certain extent.

The real factor that would influence existing and potential commercial relations of the
East with the neighboring and the Central Asian Republics is economic and foreign trade
structures of these countries. Factors determining the pattern and the volume of international
trade are specialization of the countries on different products or producing differentiated
products. These countries and the East are not producing different or differentiated products.
The neighboring countries and the Central Asian Republics export petroleum or natural gas
and essentially raw materials or agricultural products, and import agricultural and industrial
products of which they have supply deficit. This fact can be easily seen from the type and
volume of the products they import from Turkey (Appendix Table 1.8)

First of all, except for Armenia, total imports of Iran and four Central Asian Republics
(excluding Tajikistan) from Turkey in 1997 were $1,388 billion, which correspond to only 5.3
% of Turkey’s total exports in the same year. Even the imports of Iran with its more than sixty
million population from Turkey were $307 million. It is unlikely that these numbers will
change remarkably in the next 10-15 years. When we look at the details of the composition of
imports we see that these countries import some raw or processed agricultural products from
Turkey, but most of their imports are various manufacturing industrial products. The major
agricultural import items are grain mill products for Azerbaijan and Georgia (chapter 11),
vegetable and animal solid or liquid oils for (chapter 15). Assuming this pattern will continue
in the medium run, the East does not have much chance of export to these countries. Because,
the East is not a region producing cereal grains more than it needs. It could export certain
amount of animal fat. Its industry, on the other hand, has not reached the level and diversity to
export these countries, except for Malatya, which concentrated in textile and food. It is
unlikely to reach that level in the short and the medium term, either.

One can see clearly how limited the export potential of the Region is from Appendix
Table 1.9. The figures in the table reflect those foreign trade transactions recorded by the
provinces that have the customs authority. It is possible that some exports could be recorded
by an outside customs even though the product is produced in the Region, it is unlikely that
the amount of such exports is large, given the natural tendency of the individuals and
institutions to take care of their business in the closest location. Therefore, one can argue that
the figures in the Table reflect exports of the East more or less realistically. According to the
Table, the Region exported only $34.1 million worth of goods in 1992, and $ 116.1 million in
1997. These figures correspond to 0.1 % and 0.4 % of Turkish exports, respectively. Given
these market potentials investigated above, composition and volume of their imports from
Turkey, and possible economic structure of the Region, there is not going to be considerably
large exports from the Region to the neighboring countries and the Central Asian Republics at
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least in the next 5-10 years. Even though exports from Turkey to these regions increase
remarkably, only a small portion of it could come from the Region.

The most important positive impact of developing commercial relations, especially
increasing exports to the neighboring countries and the Central Asian Republics on the Region
will be reflected in some services sectors. Especially transportation and hotel-restaurant
services are highly likely to develop along the main export destinations of the Region.

On the other hand natural gas imports from Iran and Turkmenistan and petroleum
imports from Azerbaijan could lead to important developments in the Region in certain areas.
First of all use of natural gas for heating and other purposes in homes in the big cities will
solve the air pollution problem in these cities to a great extent. Moreover, with substitution of
dried cow dung with the natural gas it will become possible to transfer a very valuable natural
fertilizer to agricultural production at larger scales. In the future, as fertilizer need goes up
with agricultural development, it would be possible to set up a fertilizer production plant
operated with natural gas, a natural gas transformation station, and a refinery to satisfy the
regional demand around a big city located nearby Bakii-Ceyhan pipeline.

Developments in the Black Sea countries, except for Georgia, are not likely to
influence the Region directly. Among the Black Sea countries the most important country
with respect to exports is Russian Federation. Total imports of the Federation were $67.6
billion in 1997 of which 19 % is food products and 46 % is manufacturing products. However,
trade with the Federation and other Black Seas countries will rather affect Marmara and Black
Sea regions due to its location with respect to the Region and destinations of the main trade
roads especially sea trade channels passing through Turkey. It can even be said that these
developments might adversely affect the Region indirectly because they will make the
Marmara region more attractive.

1.7. RELATIONSWITH THE EUROPEAN UNION

Even though an expectation has risen in Turkey that the country will join the European
Union (EU) soon, this will not be realized before the year 2010 as understood from the
opinions of some Europeans as reflected in the mass media. The strength of long-term
predictions is always open to debate; nevertheless the following can be said in regards to the
impact of the EU membership on the Region.

1. First of all, relations with the EU in the goods markets are arranged within the
context of the Customs Union. Union membership will not bring much change in these
markets. Therefore the impact of the Customs Union, not the membership, should be
discussed with regard to the goods markets.

2. EU membership will allow free movement of factors, especially labor, between
Turkey and the EU members. Free movement of labor is highly likely to accelerate migration
from the Region. Furthermore, it is likely that this migration will be selective, i.e. educated
and skilled labor will migrate more. This will be a negative development for the Region.
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3. The possibility for capital inflow from the EU to the Region is close to zero due to
the reasons such as the distance and the level of risk the Region bears.

4. EU membership will allow benefiting from the regional funds of the Union. It will
become possible to improve physical infrastructure in the Region by taking advantage of the
funds for transportation infrastructure. This will be positive to the extent that it will enhance
intra-regional integration and constitute a promotion to increase regional production to satisfy
regional demand. Development of interregional transportation possibilities has both positive
and negative implications. These issues are discussed in “Interregional Relations™ section.

The following funds could be utilized: “European Agricultural Guidance and
Guarantee Fund” in the context of structural adjustment of the underdeveloped regions and
encouragement of rural development criteria (criterion 1 in the related legislation) and rural
development criterion (criterion 5b); “European Regional Development Fund” in the context
of criteria 1,2,5b and 6; and “European Social Fund” in the context of criteria 1,2,3,4,5b and
6. According to an estimation, after she joins the Union, Turkey will be able to get annually
1.5 billion ECU from European Agricultural Guidance and Guarantee Fund, 2.3 billion ECU
from European Regional Development Fund, 750 million ECU from European Social Fund,
1.5 billion ECU from “Adjustment Fund” oriented to environmental protection and
development, human health protection, rational use of natural resources and drinking water
provision, waste water treatment and solid waste disposal, and transportation and
communication projects (See Sahin, 1998, for the criteria, functions of the funds and
assistance available for Turkey). Given the targets of these funds, an important portion of
these resources can be expected to be brought to the Eastern and the Southeastern Anatolia. If
one takes into account the fact that Turkey’s 2000 public investments budget is about $13
billion, transferring even one-fourth of $6 billion that would be received from the EU per
annum to the East will solve many infrastructure problems in the Region.

Promised funds in the context of the Customs Union and the aid Turkey would get
during the transition period do not constitute a large amount compared to what she would get
after joining the Union. Accordingly, their impact on the Region will be marginal. Other than
the funds that are available in the context of the Customs Union, depending especially on the
local initiative, the country can get certain amount of assistance from MED URBS funds
toward improving life quality and infrastructure, from MED CAMPUS funds toward
cooperation between the universities, from MED MEDIA funds toward developing
cooperation networks in the media. But the size of the assistance available from these funds is
small, hence will not be effective in changing the regional economy and life.

5. The real impact of the Customs Union and in the long run of the EU membership on
the Region will be visible on domestic investment and production patterns. Since the Customs
Union increases competition it is more likely that investments and production are
concentrated in the metropolitan areas in the regions closer to the EU members such as the
Aegean, the Marmara and the Mediterranean regions. This is what has been observed, too.
Investments are intensified in Istanbul Region located within the triangle of especially Bursa,
Corlu, and Adapazari. Competition might direct, in the long run, some manufacturing industry
branches that use cheap labor and simple technology, and produce products that have high
value/weight ratio or certain stages of these production processes to the Region. But
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realization of this depends on improving transportation channels and making transportation
fast and reliable to the main gates of exports, and making air transportation more frequent to
the main centers in the Region.

1.8. POSSIBLE IMPACT OF THE NEW AGRICULTURAL POLICIES

The government declared, in the letter of intention submitted to the International
Monetary Fund (IMF) on December 9, 1999, that current agricultural support policies will be
abandoned gradually and direct payment system will be adapted starting from end-2002. The
support policies that will be abandoned are minimum support prices and credit subsidies.
Whether this policy of direct payment instead of subsidies could be applied successfully or not
in the next 5-10 years is not clear under socio-economic circumstances of Turkey, given the
fact that it is not yet even applied by the EU but just considered as a plan to be applied in the
future. The following remarks are based on the assumption that this policy will be
implemented.

It is highly likely that areas allocated to sugar beet and tobacco production which are
included in support price policies, will fall in the short and the medium run. It will affect the
yield of other produces included in the rotational plantation since the sugar beet is a good
rotational plant. Total area allocated to tobacco production ranges between 3,000-8,000
hectares from year to year in the Region. This corresponds to only 1.5-3.0 % of total area
allocated to tobacco throughout Turkey. Tobacco production is concentrated in three
provinces: Malatya, Mus and Bitlis. Total area allocated to tobacco in these three provinces
constitutes 90-95 % of total area allocated to tobacco in the Region from year to year.
Although tobacco is grown also in Hakkari, Van and Bingdl, it is not a major economic
activity except for a few districts such as Semdinli.

Abandoning support for tobacco does not mean the end of tobacco production in the
Region. Because of its unique features demand for tobacco produced in the Region will
continue to some extent. Less sowing area will be allocated to tobacco and they will probably
move from plain fields to slanting and marginal fields, as it has always been desired.

Abandoning support for wheat will not affect area allocated to wheat production much
in the Region. Because wheat is grown in the Region primarily for own use of the farmer.
Market oriented production by farmers who have relatively bigger land will continue due to
local demand for the produce.

Because of abandoning support, income of the farmers growing these produces might
fluctuate from year to year depending on demand and weather conditions. These may be
sizable fluctuations from time to time. An indirect impact of this might be elimination of
small farmers, depending on the volume of direct payments.

It is too early now to say something on what products will replace them as tobacco and
sugar beet production get reduced. Because the instrument to direct farmers will cease to exist
as the support policy is abandoned. Everything will develop according to what is happening to
relative prices formed in the free market. However, since income elasticity of demand for
animal products is high, as income and population grow demand for animal products in the
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Region as well as in the country will also go up, hence substitution of feed grains over time
for those products that will be grown less is highly likely.

19. THEROLE OF THE PUBLIC SECTOR

1. Among the tasks of public sector are improving transportation and communication
possibilities, providing reliable energy and social and physical infrastructure, getting the urban
infrastructure especially in the big cities to the desired level, keeping service capacity of all
kinds of infrastructures high over time, constructing irrigation infrastructure, preventing
erosion, water, soil and air pollution, forming a well functioning publication organization, and
making necessary legal and institutional arrangements for the success of some strategies.
Conducting these tasks effectively is necessary for the development of the Region.

2. Several industrial plants have been set up by the public sector in the past, but these
plants could not be operated efficiently for various reasons such as over employment in these
plants that came into existence through different channels resulted from high demand for job
due to high unemployment, the fact that the facilities could not act flexibly in accordance with
changing market conditions due to complicated bureaucracy, and mislocation for some plants.
Since it will not be possible for the public sector to operate industrial plants efficiently
without changing unemployment conditions in the Region, political mentality that view the
public institutions as source of economic rents, and centralized administrative structure, the
public sector should not make industrial investments. Otherwise resources will be wasted.

Nevertheless, this does not mean that the public sector should pull off industry
completely. It should encourage entrepreneurship, which is a scarce resource in the Region,
and in some cases it should be able to have minority shares in industrial plants to realize some
investments that might not be realized otherwise. In such cases those minority shares should
be transferred to private sector after some time. In particular, partnership of local
administrations in industrial enterprises via minority shares might give favorable results in the
Region.

Private sector should assume the leading role in industry. But assuming this role
effectively by the private sector in a region where capital and entrepreneurship are scarce and
risks are high depends on efficient work by the public. In addition to improvement and
efficient operation of physical and social infrastructure, public sector should encourage private
sector by various instruments. Incentives should not be used as a source of rent any more,
instead, they should be allocated to entrepreneurs who will create permanent jobs in the
Region. In order to overcome the insufficient capital problem of the potential entrepreneurs,
state aids, instead of monetary incentives and tax deductions of today, should be in the form of
factory building, a well functioning infrastructure, and subsidies to leasing machinery and
equipment. The prerequisite of any kind of incentives to be fruitful in the context of the
Region is that the implementing institution should be organized locally. This is important for
both better evaluation of the local conditions and entrepreneurs, and supervision needed to
make sure the incentives are used in accordance with their purpose.
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3. Development of the Region largely depends on mobilizing its own potential power.
The best the public sector can do is to conduct those functions assigned to it in the sectoral
strategies efficiently, hence mobilize this potential power, including entrepreneurship.

1.10. ORGANIZATION

1. Ziraat Bank should go through a reorganization in the Region to be able to give
controlled credits.

Special applications will be necessary in using Ziraat Bank’s controlled credits. For
example, a special protocol could be signed between Ziraat Bank and the Ministry of
Agriculture and Rural Services. By this special protocol, agricultural publication personnel of
the Ministry of Agriculture and Rural Services could be authorized to supervise the use of
controlled credits.

2. Agricultural publication organization should be reorganized on the basis of the
principles investigated in sections 1.3.2 and 1.3.3.

In this framework, publication organization should be organized in every province and
district, and it should have enough vehicles and equipment and specialized personnel on the
products actually or potentially grown in that province or district in order to be able to assume
its functions efficiently, starting from the field works. In addition, a veterinary and meadow-
pastureland expert should be hired in every publication unit. The personnel should be
appointed for at least five-year period. Publication personnel should be subject to special
publication education and the guidelines for the work and inspection of these personnel should
be determined by special laws and regulations. Publication organization should develop strong
relations with other research and development institutions in the Region.

3. Formation of non-governmental organizations and voluntary institutions and their
activities should be supported by the public administration. However, given the fact that the
civil initiative has not developed sufficiently yet even in relatively developed regions of
Turkey, it is a high possibility that development and activities of intra-regional civil initiative
and voluntary institutions will be very limited in the Region in the short and the medium term,
when taking the socio-economic conditions and especially traditions prevalent in many places
of the Region that make cooperation between different groups difficult. Therefore, it would be
too optimistic to expect intra-regional civil initiatives and voluntary organizations to be
effective region wide in socio-economic and cultural development, except in Malatya where
such traditions are not that strong. Nevertheless, they could be functional in family planning
activities, which are very important for the Region, in increasing literacy rate through courses,
and in training women to gain market oriented skills. In these areas, civil society organizations
based on outside regions could also have some activities, though not to the extent of the ones
within the Region.

Two voluntary organizations from outside of the Region, which could be active
economically, are TEMA and Turkish Development Foundation (Tiirkiye Kalkinma Vakf).
TEMA could transfer the experience it gained in the other places of the country on
improvement and rotational use of the pastureland to the Region by implementing pilot
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pastureland improvement projects. Turkish Development Foundation could be active in the
Region in improving fresh water fishing, raising winged animals, and erosion control. The
foundation has experience on raising salmon trout in the Region, for example in Erzurum. The
activities of these two voluntary organizations should be encouraged by local units of the
central government and by the local administrations.

4. In the sub-region centers, i.e. in Erzurum, Malatya and Van, under the leadership
and supervision of the Chambers of Commerce and Industry, an organization should be
established under the name of Development Agency or any other name. This organization
should present and market the sub-regions especially industrial sub-regions to domestic or
foreign capital owners and entrepreneurs, and provide consulting services. There are
successful examples of such organizations abroad. In our country, too, there are “SAP
Entrepreneur Support and Guidance Center” (GAP Girisimci Destekleme ve Yonlendirme
Merkezi / GAP-GIDEM) in five province centers in the SAP Region, which have been active
since 1997. In addition to local contributions, financial support can also be obtained from
United Nations Development Program to establish and support the activities of these
organizations. In these organizations young personnel should be employed who can speak
foreign language, graduated from management, economics, and engineering departments, not
many in numbers, but receiving satisfactory wages, and these should be given large initiatives.
The experience of GAP-GIDEM’s can be utilized in establishing, and determining activity
areas and their authority and responsibilities of these organizations.
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Appendix Table 1.1. Share of Animal Husbandry in Gross Agricultural Value Added
(by Provinces) * (%)

1986 | 1987 | 1988 | 1989 | 1990
Erzurum Sub-region | 43.4 | 486 | 424 |52.0 | 44.6
Agr 48.5 70.3 52.8 55.0 47.7
Erzincan 29.4 30.5 29.6 27.1 29.0
Erzurum 40.8 44.7 42.7 51.1 37.3
Gilimiishane 394 35.6 36.0 35.7 33.2
Kars 52.0 53.7 45.0 54.7 40.5
Mus 42.0 62.0 44.7 52.2 42.8
Malatya Sub-region | 336 |336 |371 |352 | 376
Bingol 78.7 80.8 | 74.3 784 | 74.3
Elazig 279 1294 |323 30.6 | 34.4
Malatya 19.9 202 |20.7 17.6 16.6
Tunceli 46.8 | 49.1 475 |51.5 |50.2
Van Sub-region 577 620 |527 |487 | 473
Bitlis 47.6 51.7 48.1 44.5 40.3
Hakkari 84.8 77.6 66.1 67.8 84.3
Van 53.1 60.7 51.8 45.7 43.6
EAST ANATOLIA |428 |46.6 |427 |465 | 434

NOTE: * As of provinces before the administrative arrangements made in the 1990s.
SOURCE : Kadriye YILMAZ. “Tarim Sektorii Gayri Safi Katma Degerinin iller Itibariyle
Dagilimi, 1986-1990”. State Institute of Statistics Expertise Thesis. (Ankara: SIS. 1994).
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Appendix Table 1.2. Shareof Gross Agricultural Value Added in Total Gross Product (by Provinces) ( % )*

1987 1988 | 1999 | 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997
Erzurum Sub-region 42.6 40.1 36.1 38.5 36.6 334 32.0 33.0 34.6 33.7 33.1
Agr1 44.5 50.6 44.7 44.2 44.2 43.5 41.5 43.9 45.0 44.2 47.5
Erzincan 35.9 38.6 38.6 38.0 37.6 37.8 33.3 30.6 32.8 32.9 28.3
Erzurum 23.0 26.5 21.5 23.6 21.2 20.1 18.6 20.0 22.1 22.4 20.3
Glimiighane 37.5 37.8 34.7 30.2 31.0 29.6 25.8 27.5 29.1 28.0 28.4
Kars 50.8 52.2 47.3 52.2 48.0 35.8 29.6 33.1 35.1 33.7 34.0
Bayburt - - - 32.4 33.6 28.4 27.5 25.7 28.1 24.5 24.3
Ardahan - - - - - - 55.5 57.3 53.6 47.8 52.0
Igdir - - - - - - 57.4 48.9 52.2 453 41.4
Mus 49.7 59.4 57.2 63.2 63.2 61.3 58.5 59.2 59.0 56.1 59.0
M alatya Sub-region 22.8 23.0 22.0 19.0 21.0 20.6 17.2 20.5 20.0 20.0 17.5
Bingol 48.2 48.1 44 4 44.3 41.6 42.0 40.5 41.3 42.8 26.3 32.9
Elazig 15.5 14.0 13.4 10.5 12.5 11.8 10.8 12.1 12.6 13.1 13.3
Malatya 22.0 23.8 22.6 19.4 21.4 21.2 16.2 21.0 19.8 21.4 16.1
Tunceli 54.8 57.2 54.0 55.7 55.8 53.4 48.5 51.7 51.1 46.7 454
Van Sub-region 29.6 33.6 318 30.3 29.2 29.3 30.1 26.7 29.1 26.0 32.0
Bitlis 36.1 41.8 43.7 44 .4 43.9 47.9 49.0 42.4 42.7 38.8 48.5
Hakkari 46.4 49.2 39.9 38.3 34.9 32.6 31.2 32.4 40.4 25.3 39.7
Van 22.7 26.6 25.0 22.5 21.4 20.0 21.3 19.5 21.4 20.4 22.9
EAST ANATOLIA 29.4 31.8 29.3 28.7 28.7 27.0 25.1 26.5 27.2 26.4 26.0
TURKEY 17.8 18.8 17.3 17.0 16.7 16.4 15.0 15.7 15.0 14.6 13.0

NOTE: * 1987 Producer prices.
SOURCE : Kadriye YILMAZ. “Tarim Sektorii Gayri Safi Katma Degerinin Iller Itibariyle Dagilimi, 1986-1990”. State Institute
of Statistics Expertise Thesis. (Ankara: SIS. 1994).
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Appendix Table 1.3. Share of Manufacturing Industry Gross Value Added in Total Gross Product (by Provinces) ( % )*

1987 | 1988 | 1999 | 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997

Erzurum Sub-region 6.2 5.4 5.9 5.2 5..3 5.4 5.3 5.0 5.5 5.5 5.8
Agn 3.6 2.8 3.1 3.1 3.0 3.1 3.3 2.6 2.8 2.8 2.9
Erzincan 8.0 7.5 7.9 6.9 8.3 7.2 8.0 6.9 8.6 7.6 8.2
Erzurum 8.3 7.2 8.0 6.9 7.2 7.0 7.0 6.4 7.4 7.9 8.5
Gilimiighane 0.9 1.0 1.1 0.8 0.8 0.8 0.9 0.8 0.9 0.9 1.0
Kars 3.8 3.8 4.8 3.8 4.1 5.1 5.4 7.1 6.0 6.1 5.8
Bayburt - - - 1.4 3.1 2.9 2.8 2.8 3.1 3.4 3.5
Ardahan - - - - - - 0.0 0.0 2.3 2.3 2.4
Igdir - - - - - - 2.6 2.1 2.3 2.2 2.5
Mus 2.6 3.7 2.1 2.2 2.0 2.3 1.4 1.5 1.6 2.0 2.0
M alatya Sub-region 56| 151) 171| 159 171| 16.4| 173| 171] 182| 17.8 20.3
Bingol 3.1 4.3 10.0 7.5 6.2 8.3 8.1 6.9 7.1 25.1 20.3
Elaz1g 7.6 6.6 10.5 8.5 10.5 9.6 9.2 9.2 9.3 10.2 10.3
Malatya 24.7 24.1 24.6 24.9 24.1 23.8 25.7 24.7 26.4 22.9 27.9
Tunceli 0.5 0.5 0.6 0.6 0.6 0.6 0.6 0.6 0.7 0.8 0.9
Van Sub-region

Bitlis 8.3 5.7 6.0 5.6 5.2 4.8 4.6 5.0 4.8 4.8 4.8
Hakkari 0.8 0.9 1.1 1.1 1.0 1.0 0.9 0.9 1.0 1.0 0.9
Van 4.9 4.4 4.6 4.9 4.3 5.5 5.0 5.1 6.1 6.5 6.8
EAST ANATOLIA 10.1 95| 10.6 98] 103] 102 105 103] 112] 111 12.2
TURKEY 218 21.7| 223 224 227 227) 229| 224| 238]| 238 24.2

NOTE: * 1987 Producer prices.
SOURCE : Kadriye YILMAZ. “Tarim Sektorii Gayri Safi Katma Degerinin Iller Itibariyle Dagilimi. 1986-1990”. State Institute of Statistics
Expertise Thesis. (Ankara: SIS. 1994).
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Appendix Table 1.4. Share of Independent Professions and Services Gross Value Added in Total Gross Product (by Provinces) (%)*

1987 1988 1999 1990 1991 1992 1993 1994 1995 1996 1997
Erzurum Sub-region 0.8 0.8 0.9 0.8 0.8 0.9 0.8 0.9 0.9 0.9 0.9
Agri 0.7 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.5
Erzincan 0.8 0.7 0.7 0.7 0.7 0.7 0.8 0.7 0.8 0.8 0.8
Erzurum 1.3 1.4 1.5 1.5 1.4 1.4 1.4 1.4 1.5 1.5 1.5
Glimiishane 0.4 0.4 0.4 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Kars 0.3 0.3 0.3 0.3 0.3 0.4 0.5 0.5 0.5 0.5 0.5
Bayburt - - - 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Ardahan - - - - - - 0.7 0.6 0.6 0.6 0.6
Igdir - - - - - - 0.7 0.7 0.7 0.6 0.6
Mus 0.4 0.3 0.3 0.3 013 0.3 0.3 0.3 0.3 0.3 0.2
M alatya Sub-region 1.0 1.0 1.0 0.9 1.0 1.0 1.0 1.0 1.1 1.1 1.1
Bingol 0.8 0.8 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.6 0.5
Elazig 1.1 1.0 1.0 0.9 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Malatya 1.0 1.0 1.0 1.1 1.1 1.1 1.1 1.2 1.2 1.2 1.2
Tunceli 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.6
Van Sub-region 1.0 1.0 1.0 1.0 0.9 0.9 0.9 0.9 0.9 0.9 0.9
Bitlis 0.8 0.8 0.8 0.8 0.8 0.7 0.7 0.8 0.8 0.7 0.6
Hakkari 0.3 0.3 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.5 0.4
Van 1.1 1.1 1.1 1.1 1.1 1.0 1.0 1.0 1.0 1.0 1.0
EAST ANATOLIA 0.9 0.9 0.9 0.9 0.9 0.9 0.9 1.0 1.0 1.0 1.0
TURKEY 2.3 2.3 2.3 2.3 2.3 2.3 2.3 2.3 2.3 2.3 2.2

NOTE: * 1987 Producer prices.
SOURCE : Kadriye YILMAZ. “Tarim Sektorii Gayri Safi Katma Degerinin Iller tibariyle Dagilimi. 1986-1990”. State Institute of Statistics
Expertise Thesis. (Ankara: SIS. 1994).
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Appendix Table 1.5 Share of Transportation and Communication Sector Gross Value Added in Total Gross Product
(by Provinces) (%)*

1987 ] 1988 | 1999 | 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997
Erzurum Sub-region 11.6 11.0 12.0 12.7 12.9 14.3 14.8 144] 135 13.7 13.5
Agr 8.6 7.5 9.1 10.2 11.2 11.8 12.4 12.3 10.5 10.1 8.9
Erzincan 9.4 8.9 9.6 11.1 11.6 12.7 14.4 13.5 12.8 13.4 13.2
Erzurum 12.8 12.9 14.0 14.7 15.0 15.9 16.4 16.6 13.7 13.8 12.8
Giimiishane 24.4 24.8 25.6 31.4 31.1 31.9 33.8 30.4 32.9 32.9 34.0
Kars 6.5 6.5 7.1 7.7 8.1 10.1 11.9 11.9 11.5 11.8 12.0
Bayburt - - - 17.0 16.8 17.4 18.9 20.8 24.2 24.7 24.0
Ardahan - - - - - - 3.9 43 5.8 6.2 6.2
Igdir - - - - - - 3.3 2.9 4.9 5.3 12.0
Mus 7.2 5.3 6.1 5.6 5.1 5.3 5.6 6.3 6.3 6.4 6.3
M alatya Sub-region 8.4 8.2 9.0 9.4 9.9 10.1 10.6 10.7 9.1 9.5 9.6
Bingol 6.7 6.7 6.7 6.9 7.3 7.5 7.9 8.4 8.3 7.7 7.8
Elaz1g 8.2 7.7 8.7 8.2 9.5 9.4 9.9 10.4 9.2 9.6 9.6
Malatya 9.0 9.0 9.6 10.9 10.5 10.7 11.3 11.0 9.0 9.5 9.6
Tunceli 5.5 5.1 6.7 7.2 7.5 9.0 10.3 9.7 7.0 7.4 7.8
VVan Sub-region 14.7 14.0 13.9 154 ] 15.2 14.9 15.6 17.5 14.8 15.2 15.2
Bitlis 16.0 15.3 14.0 15.2 15.1 13.6 11.3 14.2 13.4 13.7 12.4
Hakkari 6.5 6.5 7.8 9.3 9.9 10.4 10.9 12.7 6.4 7.6 5.7
Van 15.8 15.1 14.9 16.4 15.8 15.9 17.9 19.2 16.4 16.4 17.7
EAST ANATOLIA 10.7 10.2 11.0 11.7 12.0 12.5 13.1 13.2 11.3 12.0 12.0
TURKEY 11.6 11.5 11.8 12.1 12.0 12.2 12.5 13.0 12.8 12.8 12.6

NOTE: * 1987 Producer prices.
SOURCE : Kadriye YILMAZ. “Tarim Sektorii Gayri Safi Katma Degerinin iller tibariyle Dagilimi. 1986-1990”. State Institute of Statistics
Expertise Thesis. (Ankara: SIS. 1994).
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Appendix Table 1.6. Population and Income Per Capita in Some Neighboring Countriesand Central Asian Countries (1994)

Country Population (Million) Income Per Capita
(USDallars)
Iran 62.6
Armenia 3.7 670
Azerbaijan 7.5 500
Georgia 5.4 -—-
Kazakhstan 16.8 1,110
Kirghizistan 4.5 610
Tajikistan 5.8 350
Turkmenistan 4.4 -
Uzbekistan 22.4 950

Source : Undersecretariat of Foreign Trade. “Diinya Ekonomileri Biilteni”. No: 6 (July 1996).

Appendix Table 1.7. Total Imports of the Caucasus and Central Asian Countriesand Turkey’s Share (1997)

Country Total Imports Importsfrom Turkey 1/
(Million US Dollars) (Million US Dollars) (%)
I 1 111
Azerbaijan 791 319.7 40.42
Georgia 931 173.5 18.64
Kazakhstan 4,275 210.6 4.93
Kirghizistan 709 49.4 6.97
Uzbekistan 4,842 210.6 4.35
Turkmenistan 1,201 117.5 9.78
Iran 14,705 307.0 2.09
Armenia 932

Source: SIS, “Dis Ticaret Istatistikleri, 1997, (Ankara SIS, 1999)
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Appendix Table 1.8. Imports of the Caucasus and Central Asian Countriesfrom Turkey

(by Chaptersover 5 million dollars. million dollars, FOB 1997)

Chapter Azerbaijan | Georgia K azakhstan Kirghizistan Uzbekistan Turkmenistan Iran

04 10.6 7.2

10 13.5

11 57.4 55.2

15 14.3 9.5 7.6 9.6 6.3 30.2

17 23.7 8.1 7.0 4.6

18 11.0 11.9 5.9 4.5

19 7.8 5.1 13.2 6.1 5.0

22 6.4

24 8.1

27 12.0

28 6.8

29 6.1

32 5.7 5.7

34 7.9 18.9 18.4

39 8.2 6.6 7.2 35.4

40 5.4

48 6.0 5.2 5.8 7.7 5.1

52 11.9

55 19.3

57 27.4 6.7 11.2

59 52.9

61 6.1

70 10.6 13.4 5.7

72 12.2 22.9

73 5.2 8.3 12.5 7.1

76 8.3 7.0

84 16.5 6.2 22.6 55.6 8.7 12.3

85 20.9 6.9 17.0 4.8 11.2 8.4

87 9.2 8.9 14.5

94 7.4 6.1 5.3

TOTAL 262.2 126.2 149.4 140.4 58.7 250.1

AGGREGATE TOTAL 319.7 173.5 210.6 49.4 210.6 117.5 307.0

Source: SIS, “Dis Ticaret Istatistikleri, 1997”. (Ankara; SIS, 1999).
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NOTE: * Definition of chapters (Explanations for chapters that have long definitions are abbreviated.)
04 Milk products, egg

10 Grains

11 Grain mill products, malt, starch

15 Animal and Vegetable liquid and solid oil

17 Sugar and products

18 Cocoa and products

19 Grain, flour, starch and milk products

22 Beverages, alcoholic drinks and vinegar

24 Tobacco and substitute processed goods

27 Mineral fuels and oils

28 Inorganic chemicals

29 Organic chemicals

32 Paints, varnishes, and tannins used in painting and “degabet”
34 Soaps, washing and oiling products

39 Plastics and products

40 Rubber and rubber products

48 Paper, cardboard and paper products

52 Cotton, cotton yarn, cotton textiles

55 Synthetic and artificial fibers

57 Carpets and woven rugs

59 Painted, covered or laminated textiles that can be woven

61 Knitted cloths and accessories

70 Glass and glass furnishings

72 Carpets and woven rugs

73 Iron and steel products

76 Aluminum and aluminum goods

84 Boilers, machinery, mechanical devices and tools and their parts
85 Electrical machinery and devices and their parts

87 Prepared bird feather and goods produced by using them, artificial flower
94 Furniture, lighting devices

** Articles over 4.5 million dollars are included for Turkmenistan and Kirghizistan whose volume of imports from Turkey is small.
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Appendix Table 1.9. Exports by Province (Million Dollars)

| 1992 | 1997
ERZURUM SUB-REGION
Agr1 18.7 35.7
Erzincan
Erzurum 9.2 13.5
Glimiighane
Kars 1.1 0.4
Mus
Bayburt
Ardahan
Igdir 0.5 41.8
Total 29.5 814
MALATYA SUB-REGION
Bingol
Elazig 0.6 0.5
Malatya 2.0 8.5
Total 2.6 9.0
VAN SUB-REGION
Hakkari 7.8
Van 2.0 7.9
Total 2.0 15.7
Aggregate Total 33.6 116.1
Turkey 14,714.6 26,244.7
Region / Turkey (%) 0.23 0.44

NOTE: * By provinces where there are customs processing foreign trade transactions.
If there is no number for a province that means foreign trade transactions are not processed
in that province.
Sour ce: State Institute of Statistics, “Dis Ticaret Istatistikleri”, 1997,
(Ankara; SIS, 1999), pp. 49-52.
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