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ABSTRACT

A COMPARATIVE APPROACH TO NATIONAL PROTECTION LAW (1940-
1956)

Erdemir, Omer
M.A, Department of History
Supervisor: Prof.Dr. Secil Karal Akgiin

December 2004, 130 pages

This thesis introduces a comparative history of National Protection Law of
1940 and 1956. It analyzes the two applications of the law, first, by the Republican
People’s Party governments during World War II, and second, by the Democratic
Party Government during the years between 1956 and 1960 in view of the general
economic policies followed during both periods. It argues, in reference to the
ideological struggle over Turkish economic development during the twentieth
century, that the enactments and applications of the first and second National
Protection Law address the authoritarian characteristics of both the Republican
People’s Party and the Democratic Party. It further argues, the enactment and
application of National Protection Law by the Democratic Party government
contradicted with the party’s economic principles whereas the Republican
governments had already been on the interventionist path that they inherited from the
previous decade of etatism. In addition, the thesis reveals that the first National
Protection Law was more widely applied than the second. In both cases, the
application of National Protection Law failed to solve economic problems and

aroused a public discontent which brought about political losses for its executors.

Keywords: National Protection Law, World War II, Republican People’s Party,
Democratic Party, Etatism.
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MILLI KORUNMA KANUNUNA KARSILASTIRMALI BIR YAKLASIM (1940-
1956)

Erdemir, Omer
Master, Tarih BSlimii

Tez Yoneticisi: Prof. Dr. Segil Karal AKGUN

Aralik 2004, 130 sayfa

Elinizdeki tez 1940 ve 1956 yillarinda ¢ikarilan Milli Korunma Kanunu’nun
kargilagtirmali tarihini anlatiyor. Cumhuriyet Halk Partisi hiikiimetlerinin 2. Diinya
Savasi donemindeki ve Demokrat Parti hiikiimetinin 1956-1960 yillar1 arasindaki
dénemde bu kanunu uygulamalarimi, donemlerin genel ekonomi politikalar
agisindan degerlendirmeyi amagliyor. Yirminci yiizyilda Tiirkiye’nin ekonomik
gelismesine odaklanan ideolojik miicadele baglaminda birinci ve ikinci Milli
Korunma Kanunlarinin ¢ikanlmasimn ve uygulanmasinin hem Cumhuriyet Halk
Partisi hem de Demokrat Partinin miidahaleci egilimlerini ortaya ¢ikardigim iddia -
ediyor. Ayrica, Demokrat Parti’nin bu kanunu ¢ikarip uygulamasinin partinin
ekonomik prensipleriyle ¢elistigini, buna karsilik Halk Partisi hiikiimetlerinin
devletgilik yillarindan gelen miidahaleci egilimlere sahip olmalarinin kanunun
uygulanmasinda bir geliski olusturmadigi savunuluyor. Buna ek olarak, Halk Partisi
hiikiimetlerinin Demokrat Parti hitkiimeti gibi populist olmamalarinin kanunun daha
genis olarak uygulanmasina olanak verdigi ifade ediliyor. Her iki durumda da, Milli
Korunma Kanunu ekonomik sorunlari ¢6zme hususunda yetersiz kalmis ve
uygulayicilarina siyasi olarak pahaliya malolmustur.

Anahtar Kelimeler: Milli Korunma Kanunu, Ikinci Diinya Savasi, Cumhuriyet Halk
Partisi, Demokrat Parti, Devlet¢ilik.
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CHAPTER 1

INTRODUCTION

Turkish Democratic Party (DP) first embraced Turkish business and property
populace, arguing to bolster their economic status in standstill. In contradiction
though, it disconcerted the domestic business agendaP after recommencing the
National Protection Law (NPL) of 1940 in 1956. Pondering this contradiction, the
following thesis elucidates the reasons why DP applied NPL. The thesis applies its
research a comparative historical method of “change and continuity” to provide an
analytical explanation for the history of the newly fledgling Turkish Republic. In
general, therefore, it compares the NPL implementation of the Republican People’s
Party (RPP) and DP to reconsider the distinct characteristics of the latter. It
scrutinizes, in detail, the causes into NPL, to find out whether NPL applications in
the course of RPP rule during the Second World War and of DP during the economic
recession of the late 1950s were the panacea or transitional solutions in terms of
Turkish economic stagnation.

This thesis hypothesizes that NPL enactments in both 1940 and 1956 addressed
to the governments’ self-determination despite “the variety of their underlying
causes.”'Based upon its hypothesis, the thesis suggests that the public disapprovingly
reacted in response and accused both governments of employing their
authoritarianism not resting on public will during and after they executed NPLs. It
further asserts, for the enactment in 1940, that, as well as numerous external and
internal factors, it was essentially this public discontent that transformed Turkish
mono-party regime toward a democratic multi-party structure. And, for the
enactment in 1956, it was again this public discontent that largely deprived DP of
votes during the elections in 1957.

A common scholarly misconception generalizes NPLs, claiming that they
disturbed the economic conditions of most Turkish citizens to some extent. The
research for this thesis did not support this allegation particularly for the NPL of
1956. Instead, it indicated that the 1956 NPL during DP rule impacted the business

! Whereas RPP announced a NPL due to the emergency of war, DP claimed a national economic
recession to bring about NPL.



class mainly, leaving the economic conditions of farmers and the property class
_ intact. Supporting its hypothesis that the NPLs were the arbitrary government
applications, the thesis refers to the personal convictions of Adnan Menderes, and
stresses that the NPL of 1956 did not influence the farmers and the property owners
since he was a member of this class himself.

Here the contradiction of DP’s previous populist approach to its later
interventionist action through NPL bears a question in mind: did NPL separate DP
from its conventional origins? This thesis brings an affirmative response to this
question. As a rural-based political party with inexperienced provincial
policymakers, DP did not know how to behave in times of emergency like a large-
scale economic recession. The best way to cope with the matter therefore was “act
like they did.” And for DP, the best way to cope with the economic recession was to
apply NPL like RPP did during the war. However, DP failed to bolster national
economy as promised, largely because it did not theoretically analyze and practically
critique the applicability of NPL. Thus, this unconscious “U-turn” from liberal to
interventionist approach resulted in the loss of DP votes during the 1957 elections,
let alone the betterment of economy.

Overall, this thesis intends to provide insights into both Turkish NPL
applications and especially into the second application, the significance of which is
often underestimated by Turkish historiography. Providentially, scholarly works on
the first NPL abound. First, Cemil Kocak wrote Tiirkiye 'de Milli Sef Donemi(1938-
1945) 2 and handled NPL of 1940 as far as domestic politics concerned as well as
providing a wide reservoir of data concerning the law and regulations issued between
the years 1940-1945. Second, Tiirkive’de Devlet¢ilik’® by Korkut Boratav examined
NPL introducing the mono-party economic parameters of the time. In addition, two

unpublished doctoral dissertations* and four master theses® dealt with the first NPL

2 Cemil Kogak, Tirkiye’de Milli Sef Dénemi(1938-1945), (Istanbul:iletisim,1996).

3 Korkut Boratav, Tirkiye'de Devletgilik, (Ankara: Savas,1982).

4 O.Faruk Colak, Savas Ekonomisi ve 1. Dinya Savasi Dénemi Tiirkive Ekonomisi, unpublished
doctoral dissertation, (Ankara: Gazi University, 1992); Osman Sonmez, fkinci Dinya Savast
Sirasinda Tiirkiye 'nin Iktisadi Politikasi, unpublished doctoral dissertation, (Konya: Selguk
Universitesi, 1992).

SMetin Tire, Milli Korunma Karunu:1940-1945, unpublished master’s thesis (Izmir: Ataturk flkeleri
ve Inkilap Tarihi Enstitiisti,1992); Mehmet Yiicel, 1939-1945 Dinemi Tirkiye Iktisat Politikalar: ve
Istanbul Ekonomisi, unpublished master’s thesis. (Istanbul: Marmara Univ.,2002); Ersin Topgu, /7
Diinya Savast Doneminde Tirkiye Ekonomisi (1939-1945), unpublished master’s thesis. (Istanbul:

2



with particular reference to Turkish economy during the Second World War, Except
a doctoral dissertation, there is no noteworthy study of the second NPL though. This
thesis conducted its research on the parliamentary records during examining the
legislation process of the law in 1956. Furthermore, contemporary newspapers, and
commentary books written soon after the law was issued also supply invaluable
information as for the contents of the law. The thesis also makes use of these sources
extensively.

The developments that preceded the application of NPL are the key to
comprehend the continuities and changes in Turkish history thereafter. Several

scholars regarded the war years between 1939 and 1945 as an interlude in terms of

6
the economic policies applied. But this thesis maintains the idea that Turkey still
kept on the same, though at a slower pace during the war years, economic progress
as that since the foundation of the Republic to war years. In fact, Turkish war

economy did not experience new strategies, but simply perpetuated various old

by, . 7
political and economic treatments of twenty years old.

1.1. AN ANALYSIS OF TURKISH ECONOMIC PERFORMANCE FROM
THE ESTABLISHMENT OF THE REPUBLIC TOWARD WORLD
WAR II (1923-1939)

The declaration of Turkish Republic in 1923 succeeded a nationwide political
revolution that demised the Ottoman Empire and fledged a new national state in
Anatolia. In other words, Turkish nation completely broke off from its previous
Ottoman identity during the year 1923. Nevertheless, this thesis suggests, the
revolution did not comprise economy but politics by and large. In detail, economic
procedures and strategies, especially during the years between 1923 and 1929
replicated those of Constitutional Monarchy, during World War I and of the National
War of Independence, 1908-1922. National economic strategies, i.e. Milli Iktisat, had

Marmara Univ., 2002); Berna Ilin, Jkinci Diinya Savast Sirasinda Tirkiye Ekonomisi, unpublished
master’s thesis. (Istanbul: Marmara Univ., 2001).

§ Korkut Boratav, Tirkiye Iktisat Tarihi :1908-2002, (Ankara: Imge, 2003),p.81.

7 This statement is compatible with that of Hershlag’s as that in Turkey during WWII, the transition
from a peace to a wartime economy was easier than any other country as a result of the emergency
measures of étatism already existing during the ‘Thirties’. See, Z.Y. Hershlag, Turkey: An Economy in
Transition, (The Hague: Uitgeverij van Keulen N.V, 1958), p.177.



gradually materialized before and after the Young Turk Revolution and had partially
continued during World War 1. In practice, a compilation of these strategies
prevailed at national economic policies well after 1923. The restrictions on customs
which the Treaty of Lausanne claimed and such principles as the creation of a
national bourgeoisie by the state after 1923 postponed the realization of such national
economy principles as protectionism and industry-based growth.®? As Atatiirk
concluded, “How many millionaires have we got? None! So, we will not upset the
beholders of some capital. Instead, we will strive to generate millionaires, or even

billionaires, in our country.”’

In founding fathers’ opinion, the creation of national bourgeoisie under the
supervision of the state meant a large capital flow into private hands. Therefore,
Turkish government transferred capitals to private enterprise holding private
companies and entrepreneurs by granting them state monopolies. The Treaty of
Lausanne did not allow the government to tax the imports and domestic commodities
at different rates, except the commodities under state monopoly so that the state
would maximize its income. Therefore, the government monopolized productions
and imports of many commodities and various services to discharge restrictions on
tariffs and taxes. Later, these monopolies were transferred to national companies in
accordance with the economic patterns of the time. National companies mostly led
by sharcholders from high bureaucracy obtained huge profits by means of the
monopolies endowed by the state. Particular monopolies like those over matches,
lighters, spirit, alcohol, powder, explosives, patrol and port operations drew more
concerns because they were basically the most profitable for the privileged

companies at the time.'°

Tiirkiye Is Bankasi, established in August 1924, illustrated a particular case.
After having grown to be the intermediary between business circles and political
cadres, it built an impressive pressure group that would exercise the influence of
capitalists on the government’s economic policies. In similar vein, it managed state

capital transfers to private sector. Celal (Bayar), an ex-Minister of Reconstruction,

8 Korkut Boratav, Tirkiye Iktisat Tarihi :1908-2002, pp.40-41,
? Fethi Naci, Atatiirk’ in Temel Gorigleri (Istanbul: Gergek Yayinevi, 1968) p.65.
1 Korkut Boratav, Tirkiye Iktisat Tarihi :1908-2002, p.40.



became the first director of Tiirkiye Iy Bankasi, and Mahmut (Soydan) (Siirt) as its
first chairman. Sevket Siireyya (Aydemir), a well-known bureaucrat and author gave
voice to the benevolent relations between business circles and political cadres
through Tuirkiye Is Bankasi, “Shortly after the foundation of Trkiye Is Bankasi, you
could see aferistler, (i.e. affairists)” that exploited state influence and facilities via
Tiirkive Iy Bankasi. Almost all of these affairists were coming from officers,

administrators or politicians who championed the National War of Independence.”!!

The Treaty of Lausanne and the Great Depression'? impeded Turkish economic
development between the years 1923 and 1929. Despite having accomplished to
abolish capitulations, the Treaty of Lausanne restrained the Turkish economic
progress. For instance, Turkey committed to compensate for a two-third of Ottoman
debts. Furthermore, according to the Commercial Treaty signed after the Treaty of
Lausanne, Turkey had to deactivate its international economic policies for five years.
It required Turkey not to increase tariffs, restrict imports and exports, and set taxes
upon imported materials, except for the commodities under state monopoly. Thus,
the Commercial Treaty prevented Turkey from both enlarging her income via
customs and pursuing protectionist policies for the sake of its national industry."
That is, the Treaty of Lausanne conditioned Turkish economy, limiting its

development.

The Izmir Economic Congress, 17 February to 4 March 1923, addressed
political messages to the Treaty of Lausanne and accumulated a set of reactions
against its burden on Turkish national economic policy. Mahmut Esat Bozkurt, a late
Minister of Economy, organized and Kazim Karabekir Pasha led the congress.
Ataturk’s delivery started the congress and paved the way for discussions about all
economic difficulties the new regime was to confront. The congress aimed at
“professional representation,” and categorized the participants according to their

professions. This categorization divided four groups: industrialists, workers,

* Affairists meant politicians and influental persons who represented s Bankas:. The origin of the
word was “affair” coming from the French name of the bank as “Banque d’affaires”. Another
implication of the word was opportunist.

' Sevket Stireyya Aydemir, Ikinci Adam, Vol:II 7* edition,(istanbul: Remzi Kitabevi,2000), p. 142,

12 The thesis analyzes the Great Depression of 1929 under the following subtitle, therefore it does
not elucidate the depression hereon.

13 Korkut Boratav, Tirkiye Iktisat Tarihi :1908-2002, p.44.



businessmen and farmers. As a rule, industrialists consisted of high-rank bureaucrats
and deputies in the parliament; the General Workers’ Union of Turkey, Tiirkiye
Umum Amele Birligi, was a shadow organization under the hegemony of Turkish
National Trade Association, Milli Tirk Tiiccar Birligi!* In the division of
businessmen and farmers were capitalists and big landowners. The approaches of
businessmen and farmers often led the congress discussions. For instance, there was
serious dispute over tithe, ayar. While farmers suggested tithe be removed,
industrialists and businessmen proposed a new taxation more equitable than that.
Farmers believed all different income groups would be sharing the burden, i.e.
decrease in state revenues, resulting from the abolishment of the tithe. At the end, a
waver-thin majority adopted the farmers’ suggestion in spite of objections from
businessmen. Another instance had to do with the discussions over the protection of
coal production. Whereas miners demanded domestic coal be protected through high
tariffs, industrialists insisted coal imports be allowed on the ground that foreign coal
was very much cheaper. At the end of discussions and with the consent of

businessmen, the domestic coal production came under protection.'

This thesis considers the Izmir Economic Congress as a social contract to
arrange the political and economic relations of the new Turkish State, social classes,
and the world. All social classes there declared their expectations and demands from
the newly fledgling state. Businessmen asked for the reorganization of commercial
system and commercial laws, farmers wanted the tithe and the tobacco monopoly to
be abolished, industrialists requested state protection against foreign competition,
and workers demanded working hours to reduce, labor security to enhance, the right
to strike, and the first of May to be announced as the Labor Day. However, the
congress made sure that the government would respond only to the demands of

businessmen and farmers.

1.1.1. TURKEY IN DEPRESSION AND RECOVERY ATTEMPTS: THE
ADOPTION OF ETATISM

Like the Treaty of Lausanne, the Great World Depression of 1929 had

important side effects on Turkish economy. Turkish economy underwent a long

1 Dogan Avcioglu, Tirkiye ‘nin Diizeni: Diin,Bugiin, Yarm. (Istanbul: Tekin Yay.,1996), p. 345.
15 Dogan Avcioglu, Tirkiye nin Dizeni: Diin,Bugin, Yarm, pp. 347-348.



deflation-depression from 1929 to 1935. This process actually resulted from both the
Great World Depression, which had a restrictive influence upon the state institutions,
and Turkish attempts to cast away the Ottoman economic heritage. The decrease in
agricultural production because of weather conditions added to these factors too. In
particular, rural population, 80 % of the entire population, undertook most of the

depression.

Between the years 1923 and 1929, Turkey failed to restructure her economy
she inherited from the Ottoman Empire, and her economic structure largely depended
on a semi-colonial capitalist character. She remained liable to foreign manipulations.
The structure of production was fragile and unstable. In statistical analysis,
agriculture still seemed to be the primary source of income. It constituted 50%,
services 40 %, and industry 10% of the gross national income. In other words, 80%
of the population remained engaged to agricultural production with primitive
techniques only. For instance, there were simply five hundred tractors in Turkey
during 1924. Although the number of agricultural vehicles increased up to 1200, it
was well behind the need toward the year 1928. Furthermore, the use of tractors had
been limited to big-scale farms where soil was suitable for modern farming,'® and the
consumption of agricultural products depended on imports. For instance, Turkey
often imported potatoes, tea, sugar, flour, and even wheat because climatic
conditions and insects determined their production. In a detailed analysis, wheat
production fluctuated at a rate of 40 to 50% year by year. While imports included a
large variety of investment and consumption materials, exports still concentrated on

a few items like tobacco and dried fruits.

The central position of foreign enterprises for Turkish economy was another
raison d’étre that fortified the economic dependence on foreign hands. To illustrate,
the amount of invested capital belonging to the foreign enterprises was 63,4 million
pounds (500 million Turkish Liras), and it constituted almost one-third of the
national income in 1924. Moreover, the Treaty of Lausanne assured that Turkey

could not raise tariffs until the year 1929 and had to pay Ottoman debts. Her

16 Zafer Toprak, “Tiirkiye Tarim1 ve Yapisal Gelismeler: 1900-1950" Tirkiye'de Tarimsal Yapilar
Sevket Pamuk and Zafer Toprak eds. (Ankara: Yurt Yay., 1988) p.33.



acquisition of long-term investment loans had also been subject to her devotion to
the repayment plan. As a matter of fact, this meant the persistence of Turkish
dependent and delicate economic structure for a while longer. Worse than that, the
private sector had no stimuli for industrialization. The private entrepreneurs
perceived imports and exports, banking, and speculation on foreign exchange as they
were more profitable than industrial investments. Money-saving opportunities had
also been in standstill and such political instabilities as Eastern Anatolian revolts,
population exchange with Greece and the attempt for Atatiirk’s assassination

defeated individual hopes for private investments.

Turkish economy went through the depression after 1929 for four basic
reasons. While the administrative elite was interfering with the foreign enterprises in
Turkey, the attempts to create a national bourgeoisie became the main objective of
Turkish government especially from 1926 on. A year later, the incoming foreign
capital diminished down to minimum levels after some companies abolished
themselves and transferred their capital abroad. This capital flow out of the country
into Europe drained Turkey of its 3.9 million Turkish Liras in 1928 and 15.5 million
Turkish Liras next year. First, a big repression occurred at foreign exchange and loan
market. Second, the reduction of global agricultural product prices led to a
considerable loss of Turkish national export revenues and so repressed internal
market. Third, unfavorable weather conditions culminated in a decline in agricultural
production, especially in wheat during the years 1927 and 1928. Turkey happened to
have to import a large amount of wheat in 1929. The increase in taxes in quantity and
quality from 1926 onwards followed and added to the proportional growth of state
revenues and public investments in the Gross National Product. Public investments,
especially railway construction for which the state made deals with foreign
companies increased the state’s demand on foreign funds. Ottoman debts that the
Turkish government had to pay in terms of the Treaty of Lausanne also caused an
extra demand on foreign exchange.'” Therefore, the deflation and foreign exchange
depression in 1929 followed. Turkish imports fell from 256 million Turkish Liras in

1929 to 85 million Turkish Liras in 1932, causing a pressure on export prices of

17 The inherited debt was approximately 107.5 million golden liras with its interest. Turkey paid the
debt until 1954. See Ilhan Tekeli and Selim ilkin, 1929 Buhramnda Tirkiye’nin Iktisadi Politika
Arayislar,(Ankara:METU, 1977), p.45.



agricultural products such as whéét, cotton and dried fruits. The depression further
constrained the purchasing power of masses among peasants and workers, and
lessened the consumption of basic materials in doing so. As a result, tax revenues
went down to 170 million Turkish Liras in 1933 from 220 million Turkish Liras in

1930. 18

The depression gave way to various structural changes in Turkish economic
activities as well. For instance, “import-substituted industrialization” accomplished
through étatism, replaced such “profitable activities” as trade, banking, and
speculation etc. In addition, the rural population had to abandon the villages due to
the loss of lands to usurers during the depression while unqualified labor force came
into the scene in city centers soon after the depression. So, this thesis claims that the
depression intensified the social stratification by allowing the beholders of the means

of production in rural areas to go through the process of capital growth.

The most significant consequence of the depression perhaps was the emergence
of étatism when the state initiated national industrialization. In fact, this thesis looks
into Turkish social tradition for the origins of etatism because the national social
tradition often regarded the state as the godfather responsible for the welfare of the
society since the Ottoman Empire. This tradition, which necessitated the state
leadership for national development, was available in the minds of the late Ottoman
reformists and especially during the rule of the Committee of Union and Progress."
In addition to social and historical intentions back to the Ottoman Empire, there were
some other internal and external factors in effect behind étatism, beginning from the
thirties. Etatism was essentially “the double reaction of a historically specific polity:
first to the World Depression, and then to the developments in the Turkish economy

between the years 1923 and 1930.”20

After foreign trade failed to meet demands for basic materials due to the Great
Depression, Turkish government applied the strategy of producing required goods

through domestic industry. However, there was insufficient capital accumulation in

18 Osman Okyar, “Devletgilik Kavram1” Tiirkiye'de Devletgilik, Nevin Cogar ed, (Istanbul: Baglam
Yayincilik,1995), p. 190.

1% Yakup Kepenek and Nurhan Yenttirk, Tirkiye Ekonomisi (Istanbul:Remzi Kitabevi,2001), p.61.

2 Faruk Birtek, “The Rise and Fall of Etatism in Turkey, 1932-1950” Review VIII, 3, (Winter

1985), p.408.



the private sector to establish an industry although subsidized by the state. The
primary objective of étatism, therefore, meant for Turkey the state involvement in
industry and mining the private sector could not afford. Consequently, a mixed
economy of state and private enterprises came into being.2' In this economic model,

the state was the sole industrial entrepreneur.

The adoption of Etatism also suggested a political character of two aspects.
First, the advent of Republican regime brought about a fundamental transformation
of Turkish state structure in institutional and legal terms. The institutional
organization of the state appeared along with transformation and development in
economy during the first decade of the Republic. Nonetheless, the notions of
“economic independency” and “rapid development,” which Kemal Atatiirk put
forward in his opening speech during the Izmir Economic Congress, could not be put
into practice until 1930. Second, the administrative elite realized the discontent
among the rural classes about inequities in the income distribution intensified after
the Great Depression when it destructively affected the villagers. On the other hand,
the industrial capitalists benefited while the rural population and labor suffered from
a great change in domestic trade rates. In reaction, people began to passionately
support the opposition party established in 1930. Almost all the rural and labor
classes welcomed this party, and the meetings of the party turned into protests
against the regime. As a result, the party dissolved. Atatiirk noticed with his realist
prudence that the administration during the depression between the years 1929 and
1930 was not only passive, but harmful for the basis of the regime as well. So, he
believed that this situation dangerous to the regime had necessitated a radical

modification in Turkish economic policy.22

A provision of insights into the application of étatism would be too broad of a

topic for this thesis. However, it is worth to note at least that it came into practice

2l Robert W. Kerwin, “Turkiye’de Devletgilik 1933-1950” Tiirkiye'de Devlet¢ilik, Nevin Cosar ed.
(Istanbul: Baglam Yayinlari, 1995),p.97. The author adds while explaining the reasons for the
adoption of étatism by Turkish authorities that the Turkish leaders were of military origin and they
were keen to participate in state planning system and economic improvement. Ataturk, as the
military founder of the republic aroused a new excitement and enthusiasm on a few intellectuals and
inexperienced administrators. State was the only tool for Turkey to attain her economic goals. Robert
W. Kerwin, “Turkiye’de Devletgilik 1933-1950”,p.101.

2K orkut Boratav, “Devletgilik ve Iktisat Politikalan® Tiirkiye'de Devietgilik Nevin Cosar ed.
(Istanbul: Baglam Yayinlari, 1995), p. 125.
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with the First Industrial Plan in 1934. Siimerbank and Etibank became the
forerunners of the étatist industrialization in industry and mining. Siimerbank
established textile, paper, leather, cement, brick, iron and steel factories as well as
her partnerships for retail stores, insurance companies, banks, and commercial
institutions owned by private hands. Etibank herself produced four million tons of
coal annually. Therefore, Stimerbank and Etibank accomplished in a large degree the

progress étatist policies wished to achieve in industrial sector.”

Etatism bared a great impact upon Turkish politics and the segments of the
society in many ways. In general, Turkish government systematically pursued étatist
approach toward Turkish economy between the years 1933-1939 and étatism
persisted as the official policy until the year 1950.2* During this period, Turkey
initiated the serious preliminary steps for industrialization. As a result, industrial
sector grew at a rate of %10.3, and its share in the Gross National Product rose from
%9.9 in 1929 to %18.3 in 1939. Here, this thesis comes up with the idea that this
statistical data points to very rapid structural changes that occurred in the country
towards industrialization. Industrialization planned on producing basic consumption
materials in the country, and Turkey, at the end of the thirties, could produce the
basic whites: flour, sugar, salt, and textile in domestic factories.”> Moreover, first
modern factories in metallurgy, iron-steel, paper and chemical branches opened in
this period and a great boom in the production of construction materials and cement

contributed to the industrialization nationwide.

In particular, this thesis suggests to examine the consequences of étatism under
such categories as transportation services, electrical energy, raw materials,
entrepreneurship, capital, labor and consumer markets. With regard to transportation,
the state accomplished the expansion of railroads, and registered improvements in
coastal navigation and air transportation, and the construction of some public roads.
Nonetheless, the state during the étatist period neglected the construction of public

roads and concentrated on the construction of railroads instead.

B Robert W.Kerwin, “Turkiye’de Devletgilik 1933-1950", p.104

2 According to Boratav, between 1930-31 the foreign trade and exchange regime were strictly
supervised by the state. Then, in 1932 a quick transition to étatism occurred. Between 1933-1939
étatism firmly settled. See Korkut Boratav, Tiirkiye Iktisat Tarihi :1908-2002, p.67.

25 Korkut Boratav, Tiirkiye Iktisat Tarihi :1908-2002, pp.70-71
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In terms of electrical energy, most of the factories set up by the state had their
own energy units using the coal mined and treated in Zonguldak. It actually
necessitated the maintenance measures in order to keep the energy capacity ready for
usage. Therefore, étatism contributed to the “consciousness of energy” among the
Turkish authorities. In this regard, General Directorate of Electrical Studies, Elektrik
Isleri Etiit Idaresi Genel Miidiirliigii was established in 1935 to survey the energy
need and potentials, particularly hydro-electricity.

The state’s involvement in the industrial sector also created opportunities for
the use of raw materials. The demand-increase in textile factories run by the state and
private sector augmented domestic cotton production. In addition, coal mining grew
in importance to provide industrial units with electricity. The state mined iron,
manganese, coal and sulfur to treat in iron and steel industries. However, it
established such impractical factories as paper factories in some areas where there

wasn’t sufficient amount of lumber.

This thesis holds the idea that the main reason for the state intervention in
industrial sectors was the absence of private enterprises in the whole industrial
process, and this remained so until the end of the étatist period. A group of
businessmen who became rich by selling the import goods, which the state used for
investments, emerged at the end of the period whereas private entrepreneurs in
industrial sector remained miniscule. Perhaps, the fear of a probable rivalry with the

state prevented them from risking their money in the industrial sector.

The shortage of capital in Turkey was another reason for the implementation of
étatist policy. Its efforts notwithstanding, the state could not accumulate capital. As a
result, it tried inflationist financing, but it simply became a strategy that aroused a
public unrest because people always conceived state investments as unprofitable and
wasteful. Another reaction against the financing came from villagers because they
suffered from high prices impinged by the state to transfer capital to other state

enterprises when they bought textiles and other production of the state factories.

Another concluding remark for the period of étatist industrialization should
focus on a limited number of qualified workers to be trained. Factories were founded

in rural areas in line with the policy to direct the labor force from fields to factories.
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However, labor force seasonally floated, because workers wanted to go back to their
fields when plantation and harvest activities began. Still, it turned out to be a real
success for the state provided social benefits for those working in the factories.
Workers of the state and private industries could benefit from such social security
rights as full insurance, food and work clothes. But the state did not let syndicates be

organized and further prevented workers from uplifting their social status.

As for consumer markets, the étatist industrialization had some weaknesses
because state enterprises often dedicated themselves to physical production. They did
not intend to maximize their profits too. In specific terms, the industrial
establishments of the state concentrated on unprofitable areas for the sake of assuring
state efficiency. Furthermore, they could not do marketing possibly since high
pricing strategy in highly demanded materials controlled the market. In fact, these
enterprises tended to expand physical production instead of making effective use of

resources to diminish the cost.

In final analysis, despite all its weaknesses, the impact of the etatist policy
became evident in the state share in Turkish industry. By 1948, the state handled
such activities as coal mining, chemical industry, tea processing, cellulose and paper
manufacture, production of alcohol and alcoholic drinks, etc at 100 per cent. Also,
state enterprises held 50 per cent of the textile production, 30 per cent of the leather,
and 70 per cent of the chrome, etc.?® It seems from this data that the state controlled
the economic life of the country in an unusual way. Expectedly, such a state
supremacy over Turkish national economy invoked criticisms by the private sector.
To illustrate, industrialists discussed in the “Petition Addressed to the Ministry of
National Economy by Textile Industrialists” of 1949 and concluded that private
industry did not have the means to compete with the Siimerbank trust equipped with
modern machinery requiring less manpower. Therefore, they thought that Stimerbank
was making productions at lower costs with greater efficiency than they could
make.?” As this case illustrated, capital accumulation and utilization remained as the

main problem of Turkish economy during the years under the consideration of this

% Richard D.Robinson, The First Turkish Republic:A case Study in National Development,
(Cambridge, Massachusetts: Harvard Univ.Press, 1963), p.130.

27 Quoted in Richard D.Robinson, The First Turkish Republic:A case Study in National Development,
p.131.
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thesis. Etatism introduced new productive organizations but these organizations were
only related to industry, and they had nothing to do with consumers’ demand.
Unfortunately, Turkish citizens benefited so very slightly from the advantages of
étatist growth. Personal income increased only 20 Turkish Liras within ten years,
from 423.3 Turkish Liras in 1938 up to 442.9 Turkish Liras in 1948. This

enlargement was equal to just $ 3.79 according to the official rate of exchange.

1.2. ROAD TO NATIONAL ECONOMIC PROTECTION THROUGH
GOVERNMENT INTERVENTION: RECONSIDERING TURKISH
ECONOMIC EXPERIENCE 1940s TO 1960s.

Regardless of their former political standing, national governments in various
parts of the world tend to intervene in the domestic economic agendas in times of
trouble. In the case of Turkey, the pernicious Second World War determined a
National Protection Law as an interventionist government policy initiative by RPP.
In addition, the economic recession starting from the year 1954 led to a second NPL
application, by DP this time. On the whole, a “war economy” required the first NPL
application from politicians’ point of view influenced by the étatist experiences of
Turkish Republic during the 1930s when the Turkish government like those in
Europe interfered with domestic economic activities.”? As a result, RPP regarded
NPL within its “manifest destiny” to overcome the economic obstacles the nation
encountered because of war.*® Covering the years between January 18, 1940 and
June 15, 1960, a couple of NPLs can be divided into the first period from 1940 to
1945 and the second from 1956 to 1960. While Refik Saydam (1940-1942) and
Stikrii Saracoglu (1942-1946) cabinets applied NPL in different ways, DP preserved

the integrity and main characteristics of the second NPL mainly because the cabinet

28 Robert W. Kerwin, “Turkiye’de Devletgilik 1933-1950” passim 110-114.

» For the implementation of war economy, specifically in terms of price controls in the USA during
WWII, see Meg Jacobs, “How About Some Meat?: The Office of Price Administration, Consumption
Politics, and State Building from the Bottom Up, 1941-1946" The Journal of American History,
Volume 84, Issue 3 (December, 1997); for a comperative analysis of war economic policies in the
US, UK, USSR and Germany during WWII, see Mark Harrison, “Resource Mobilization for World
War II: the USA, UK, USSR and Germany,1938-1945” Economic History Review,2nd ser., XLI, 2
(1988), pp.171-192.

% This thesis quotes “Manifest Destiny” as a phrase from American history to define “a series of
inevitable events” that have to happen. Here, it means that the Turkish government thought it did not
have anything else but NPL to survive. See, Frederick Merk, Manifest Destiny and Mission in
American history: A Reinterpretation (New York: Knopf, 1963), introduction; and Howard Jones,
Prologue to Manifest destiny: Anglo-American relations in the 1840s (Wilmington, SR Books, 1997)
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and the authority remained in the hands of Adnan Menderes consistently.’!
Moreover, a comparison of both NPL periods suggest that the NPL applications of
mono-party regime and DP show similarities and discontinuities in terms of causes,
the procedure of execution and results.

The Second World War disturbed Turkish economy although Turkey preserved
her neutral status until the last months of the war. The war did not only cause various
difficulties with Turkish international policy but also hampered its national economy,
misbalancing its supplies and demands.*? Production and imports lessened due to war
conditions and consumption augmented due to the growth in the size of recruitment.
In return, Turkish government believed to take measures, stimulate gross national
production and imports, restrict consumption, and prevent the speculative acts
intended to exploit the conditions the war worsened.

This thesis asserts that the WWII impacted Turkish economy principally for
two reasons. First, Turkish government conscripted and mobilized about half a
million®® men soon after the war began. This conscription required an immediate
supply of provisions, but the nation could not meet this requirement because their
boys engaging in all sectors of economy had already reached military quarters. This
inevitably included farmers and caused the agricultural production to shrink after the
young productive working population withdrew to the army out of the farms.
Second, the war made transportation difficult, and further resulted in industrial stump
because belligerents started to rely their investments on immediate needs generated
from the war and quit working for industrial sectors but for their own.

Turkish government, in response, applied NPL to control production and
consumption, and imports and exports. It however came to no avail in terms of
commodity shortages. Moreover, high inflation followed owing to money emission,
being the first since the foundation of the Turkish Republic. NPL had brought about
rationing for consumption and a strict control over foreign trade. According to NPL,
the state was the sole authority to adjust such prices of materials as of sugar and coal,

and it often determined high prices so that it could balance the national budget.

3! The word “formally” was intentionally used in the sentence above since the DP government de
facto abandoned the application of NPL in accordance with the Stabilization Program in 1958.

32 Cemil Kogak, Tiirkive'de Milli Sef Dinemi(1938-1945), p.367

33 The number of troops would rise to one million in mid-1943 when WWII grew more heated.
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However, the rapidly growing inflation continued despite the measures NPL applied.
As a result, commodity shortages promoted and led to the triumph of black-market
over provisions, especially in big cities.

Speculations over supplies and black-market activities the Turkish government
and the media often complained about became the side effect of this inflation.
Although Turkish governments had always been mentioning “balanced budget” and
“reliable currency” since the war broke out, they contradicted to their economic
programs when money emission was applied. Money emission had compensated
state expenditures, but the currency in circulation increased in 1942 to 745 million
TL from 204 million TL in 1938. Consequently, prices increased at a rate of 340%
within four years. When tradesmen realized that they could not substitute the
merchandise under these unfavorable conditions and at such a time of market
fluctuations, they chose to hoard it.*

Like on its economy, WWII had considerable impact on Turkish political and
social structures. The war manipulated and even determined the course of Turkish
political and social development. Economic troubles of the 1940s originated from the -
war combined with the existing social structure and economic policies that relied
largely on the bureaucracy. At the end, they altogether transformed income
distribution mechanism, and later this transformation would identify all economic,
social and political progress after the end of the war. >

When WWII came to an end, Turkey was to go under fundamental political and
economic transformation. From 1946 on, Turkish political system changed from
single party to multi party when DP was established in January 1946. First direct
elections took place in July 1946. Through the elections in May 1950, DP replaced
RPP, which had been the single party in Turkey since the foundation of the Republic.
The course of this transition brought about enormous changes in the class pattern of
administrative cadres. First, the triumvirate consisting of bureaucrats, trade
bourgeoisie of industrialists and businessmen, and landlords used to dominate

administrative affairs.® Among them, bureaucrats were superior to others. Later,

3% Mehmet Yiicel, 1939-1945 Donemi Tirkiye Iktisat Politikalar: ve Istanbul Ekonomisi, p.2

35 Korkut Boratav, Tirkiye Iktisat Tarihi :1908-2002, pp. 82-83.

% Kemal Karpat makes a detailed description of these classes as such that the landlords having
political power were those who owned farms which produced industrial crops such as tobacco, olives,
cotton, and fruit, and who by and large resided in Ageaen, Adana and Marmara regions. They

16



bourgeoisie and landlords gradually subordinated bureaucrats particularly after
profitable trade . transactions during the war years made the former richer and
speculations on the trade of agricultural products maximized the earnings of the
latter.”’

After 1946, on the one side, the political arena began to involve public not as
spectators as they were, but as actors. The governing party, at least before elections,
had to worry about the social and economic requirements of such large social groups
as workers, farmers and businessmen. As far as economic transformation after 1946
is concerned, on the other side, autarchic and interventionist economic policies since
the thirties became gradually less autarchic and interventionist and more moderate.
Furthermore, foreign trade deficits became constant by the time imports increased
after its liberalization. As a result of more liberal foreign trade regime, a new
understanding of economic development appeared, giving priority to agriculture,
mining, infrastructure and constructions instead of industry.*®

Turkish history underwent a new course after DP replaced RPP in 1950. RPP
had identified itself with the state throughout its administration for twenty-seven
years.> Therefore, RPP had difficulty to give up its dominant administrative position |
and to adapt to being an opposition party.*® Despite all and due to several reasons,
RPP thought to democratize the nation, and it therefore relinquished DP the power of
rule in 1950. This relinquishment did not imply a real economic revolution at all
because the RPP government had already abandoned interventionist policies after its

Seventh Party Congress in 17 November 1947 and resorted to a relatively liberal

cultivated and processed their crops, selling them to the government or directly export them through
their own offices. They had close relations with the government and had strong representatives in the
parliament. The industrialists and businessmen, the latter group including the shopkeepers, numbered
approximately 300.000 families in 1959. They were engaged in home industries, vendors, utility
enterprises, mines, construction, defense works, and municipality and state sponsored activities. See
Kemal H. Karpat, Turkey’s Politics: The Transition to a Multi Party System (New Jersey: Princeton
Univ.Press, 1959), pp.112-113.

37 {smail Cem. Tiirkiye’de Geri Kalmighgin Tarihi (Istanbul, Cem Yaymevi, 1986), p. 358. Cem’s

statement about this replacement has nothing to do with landlords. However, it must be borne in mind

that landlords were also against the hegemony of bureaucrats since they suffered from bureaucrats’

threatening acts. Just as the Capital Levy irritated bourgeoisie, so did the Soil Produce Tax and Land

Distribution Law landlords.

38 Korkut Boratav, Tirkiye Iktisat Tarihi :1908-2002, p.94.

% That the RPP secretary-general joined the cabinet as the minister of internal affairs and governors

led party organizations in provinces from May, 1935 when the government and the party was united,

until May 1939 can be given as an extreme example of the identification of the party with the state.

40 Sevket Siireyya Aydemir, Menderes 'in Dram: (Istanbul: Remzi Kitabevi, 1999), p.137.
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Seventh Party Congress in 17 November 1947 and resorted to a relatively liberal
economic policy. There was rather an amazing continuity in the two parties’
economic concepts.”’ DP’s achievement was simply to carry a step further the
national economic liberalization initiated by RPP.

Turkish economy during DP governments developed rapidly between 1950 and
1953 with support of the foreign loans from the Marshall Aid, various negotiations
particularly with the USA, and domestic agricultural growth. Imports of investment
and consumption materials also increased through a more liberal trade regime and
the constructions of roads, dams and buildings landscaped the country.
Providentially, all social groups got highly increased incomes in these years. In short,

the early 50s marked a period of affluence and welfare for those that lived the time.

The tide turned against the economic development from 1954 on. Between
1954 and 1960, economy stagnated, and foreign trade came to a standstill when the
external demand for Turkish exports diminished and foreign loans satisfied no
longer. In other words, a disequilibrium in the balance of payments came to surface.
Therefore, the government resorted to a strict foreign trade regime and limited .
imports. Shortages particularly in consumption materials compelled the government
to adopt “import-substituted industrialization” mainly through state investments. The
difficulties to repay foreign loans caused the interference of such international
financial associations as OEEC (Organization for European Co-operation) and IMF
(International Monetary Fund). These organizations often cautioned the government
to take several crucial measures such as devaluation in currency, deflationist
measures and the liberation of foreign trade. Nevertheless, the government intended
to adopt temporary measures such as the reenactment of NPL in 1956. The
government assumed all problems would end once prices and the market were
controlled. This assumption disappeared soon after the government realized that the
NPL was of no use against inflation and adopted the Stabilization Program in 1958

instead of an insistence on NPL.

4 Korkut Boratav, Tirkiye iktisat Tarih :1908-2002, p.99.
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CHAPTER 2

A COMPARATIVE ANALYSIS OF THE CAUSES AND ENACTMENT
PROCESSES OF THE NATIONAL PROTECTION LAW (1940-1956)

In order to understand how the Second World War and the recession during
mid-fifties required Turkish governments to take immediate measures to survive a
possible economic devastation, it is necessary to take a look at NPLs and their
enactment processes. Therefore, this chapter will first deal with the problems
surfaced in Turkish economy soon after the war began and the ways wartime
governments took action against these problems. NPL takes the lion’s share in
governmental actions against economic problems. Therefore, its enactment will
thoroughly be examined and its characteristics will be unveiled. Second, the chapter
will deal with the problems appeared as a result of the rapid economic growth of the
fifties which the DP government accomplished and its strategies to overcome the
economic problems. Here, in contrast to its first enactment, NPL was enacted as a
temporary measure though the government alleged to the contrary. The enactment
process of the second NPL will be examined from this viewpoint. An interpretation

of the causes and enactment processes of NPL will conclude this chapter.

2.1. ECONOMIC POLICY OF THE REFIK SAYDAM GOVERNMENT
(1940-1942)

Turkey was not an active participant in WWII, but she could not foresee that
her economy would incur war pressures in a short time. During a parliamentary

session held in September 1939, Prime Minister Refik Saydam said: 2

Our agricultural production is adequate for consumption for more than a year.
There is no food shortage. We remember that, during WWI, we had to import
wheat to meet demands of big cities, particularly Istanbul on flour and bread.
Now our wheat output has risen to the point that we may be able to export
wheat. To illustrate, we have stored about 150.000 tons wheat in the storage
towers and warehouses belonging to the Central Office of Soil Produce (COSP),
Toprak Mahsulleri Ofisi and we assume that the stock belonging to the
producers and merchants doubles the amount above.

2 3 Faruk Colak, Savag Ekonomisi ve II. Dinya Savas: Dénemi Tirkive Ekonomisi, p.190.
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However, this optimism perished after a short time. Despite her neutral status,
Turkey had to watch the war with a huge army. “The government led by Ismet Inonu
protected the country from the war’s destructive effects; nonetheless it could not

keep the country out of war economy.”*

The war’s immediate effects on economy were initially displayed on Turkish
foreign trade which suffered an instant and serious decline. Exports and imports fell
respectively from 127 million TLs and 118 million in 1939 to 111,5 million TLs and
69 million TLs in 1940.* The decrease in the imports of investment goods such as
machines had negative effects upon industrial production. Difficulties in the imports
of consumption goods ruined the supply and demand balance.” Next, the great
number of military recruitment impaired agricultural production; wheat output
gradually declined to approximately 51% of its pre-war level.*® Subsequently,
planning activities and the second industrial investment program which planned to be
put into practice in 1939 were suspended since defense expenditures dominated the

budget. These war effects largely contributed to the recession during war years.

In Turkey, during WWII, two types of economic policy were followed. The
first policy was that governments regularly interfered with all economic activities
and thus they dissolved the existing price mechanism and determined their own
figures.*” It was followed by the Refik Saydam Government, which was in power
from April 3, 1939 to June 9, 1942, when Refik Saydam unexpectedly died. Between
these years the government fully controlled economy by determining the production-
consumption activities and the prices.*® The second was that of the Siikrli Saracoglu

Government which decreased the degree of interference, hence partially reactivating

“ ©.Faruk Colak, Savas Ekonomisi ve II. Dinya Savag: Donemi Tirkiye Ekonomisi, p. 191

“ Taner Timur, Tirk Devrimi ve Sonrasi, (Ankara:Imge, 2001) p.190. This was obviously due to the
war, which restricted trade activities. The countries with which Turkey had trade relations were
involved in the war, which limited the supply of trade goods in the international market. Particularly
Germany had been playing a dominant role in Turkey’s trade relations since 1933. In 1940- 1941
volume of the trade with Germany declined to one-four of the pre-war period due to political tensions.
See Hitseyin Sahin, Turkiye Ekonomisi, (Bursa: Ezgi Yay, 2000) p. 87

Hﬂseyln Sahin, Turkiye Ekonomisi p.80, I. Dobretsberger, “Fiyat Siyasetine Ait Baz1 Dusiinceler”
IFM January 1941
Vol: II No:2 (istanbul:1941) p.280.

46 Sevket Pamuk, “Ikinci Diinya Savast Yillarmda Devlet, Tarimsal Yapilar ve Boliisim” Tirkiye 'de
Tarzmsal Yapilar, Sevket Pamuk and Zafer Toprak eds. (Ankara:Yurt Yayinlari, 1988) p.98.

47 §.Faruk Colak, Savas Ekonomisi ve II. Dinya Savasi Dénemi Tirkive Ekonomisi, p.191
8 (3. Faruk Colak, Savay Ekonomisi ve II. Diinya Savast Donemi Tiirkiye Ekonomisi, p.195
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the price mechanism. The Saracoglu government which lasted until August 1946 put
an end to strict price controls through the so-called 25% decision, %25 karar: issued
in July,1942 on wheat prices, which will be discussed in the subsequent sections of
this study. The release of prices through this decision brought about a high inflation
during the war years which had never been experienced since the foundation of the

Republic.”

The economic policy of the Refik Saydam Government contradicted to a large
degree to its predecessor, i.e. the Celal Bayar Government, in that it immediately
nationalized a number of foreign companies and national ones belonging to private
enterprise which in a way survived the nationalizations of the early thirties.® When
the Saydam Government filled in its first seven months in the administration, it had
already nationalized four companies. These nationalizations clearly showed that the
Saydam Government was by and large interventionist in its economic policy and this
interventionism was to reflect upon the economic management during the war to

arrive.

When WWII manifested to break out, there were two alternative economic
policies in front of the Saydam Government. The first alternative was to control all
trade activities and to apply a strict price limitation in the market in order to feed the
population in cities and the armed forces. The assumption here was that the rural
population was self-sufficient. That is to say, the concentration point was to meet the
requirements of only the urban population. The second alternative was to abstain
from all controls over the market and the prices as far as possible. This way it would
be possible to take advantage of the stimulus on production created by the increasing
demands of belligerents due to war conditions. This policy would by and large lead
to an inflationist economic growth.’! Saydam’ s government naturally chose the first

alternative; a strict price control was applied to prevent black-marketing.

* Wheat prices sharply increased respectively in the rate of 200% and 120%; general price level went
up to 90% and 75% in 1942 and 1943, which enriched farmers and merchants. See, Korkut Boratav,
Tiirkiye Iktisat Tarihi :1908-2002, p. 84

0 Of fifteen nationalizations during thirties, four belongs to the first year of the Saydam Government.
For a list of nationalizations during thirties, See Taner Timur, Tiirk Devrimi ve Sonras:, p.143-144.

5! Rorkut Boratav, Tirkiye'de Deviesgilik, p. 221
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Furthermore, stocks were created for the military and the urban population.’® To
create stocks, price of cereals, foodstuffs and clothes were restricted.*® This way the
government possibly intended to discourage individual sales of vital goods with

excessive prices.

NPL became the government’s instrument to reach its economic ends. First, it
authorized the government to establish a strict control over labor class through
compulsory labor, extension of working hours and limitation of wages. Furthermore,
it enabled the government to temporarily confiscate private companies, to determine
maximum prices for imports and domestic trade, minimum prices for exports and
rationing of vital food items. In order to enhance the state control on domestic and
foreign trade, the Saydam government established the Trade Office (TO), Ticaret
Ofisi and Central Food Office (CFO), lase Miistesariigi. This system did not
succeed, nor did it fail. Troops could economically be nourished and dressed on one
hand, and urban population could acquire bread and coal with no economic difficulty
on the other. Nevertheless, in each sector under strict control, black-marketing and

profiteering activities spread.>

2.2, THE LEGISLATION PROCESS AND PARLIAMENTARY
DISCUSSIONS ON THE LAW

The advent of WWII had become apparent long before it broke out in
September,l939.55 Foreseeing this, European countries had began to take economic
precautions. In Turkey, preparations for organizing the economy began in May,
1939. A committee under Sevket Stireyya Aydemir’s directorship prepared a report
called Defense Economy, Miidafaa Ekonomisi which included proposals about what
kind of an economic policy might be followed during the war. The report was
submitted firstly to the Ministry of National Economy(MNE), Iktisat Vekaleti, then

52 To achieve this, the government confiscated agricultural products with low prices. See Korkut
Boratav, Tirkiye Iktisat Tarihi :1908-2002, p. 83.

53 Taner Timur, Tirk Devrimi ve Sonrast, p.198

54 Korkut Boratav, Tirkiye Iktisat Tarihi:1908-2002, p. 84.

5 According to Turan, the war broke out earlier than expected. He contends that Turkey was not
adequately prepared for the war although the government was making some preparations to strengthen
the defense of the country. By the way, the government endeavored to continue public improvements
and cultural and medical works. See, Kemal Turan, “Milli Korunma Kanunu Uzerinde Bir Konusma”
Tiirk Iktisat Cemiyeti Konferanslar: Serisi No: 19 (Ankara: Ideal Matbaasi,1942) pp.8-9.
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to the Prime Minister’s Office. Being examined by the Prime Ministry, the report
was sent to the Parliament to be discussed by RPP Group before it was put into
practice. This was because of the fact that the government avoided violation of the
constitution and that the government could enact such an extraordinary law only by
the approval of the constitution.”® Thus the National Economic Law Project, Milli
Iktisadi Kanun Projesi including 23 articles was prepared by a commission the

members of which were selected from within the party group.’’

Discussion on the project lasted two days in the party group. Criticisms
concentrated on the project’s accordance with the constitution. Critics argued that the
project was authorizing the government to restrict the freedom of working, property
ownership and enterprise. Such a restriction could only be legal by a law. However
the constitution had not authorized the government to issue a decree law. On the
contrary, in the constitution it had been proclaimed that the authority to enact laws
belonged only to the parliament. The project was accepted by the party group after
long discussions. A new commission was formed under Recep Peker’s (Kiitahya)

direction which rearranged the project as 70 articles at the beginning of 1940.

The new law project was submitted to the Parliament on January 15, 1940,
some articles were revised and two articles were added by the provisional
commission. Then, the project was submitted to the General Assembly. It was

discussed during the session on January 18™ 1940 and was enacted as NPL.

During the discussions in the General Assembly on the law project, all articles
were read aloud and the chairman asked deputies whether they had questions about
the articles. Discussions were made on twenty articles which included clauses
generally on such issues as import-export restrictions, black marketing, compulsory
labor, agricultural production etc. fifty-two articles which included general,
organizational and penal clauses were accepted without discussion. After the
discussions on the articles ended, the whole project was put to the vote. The law was

accepted by a majority in the parliament.

%6 Kemal Turan, “Milli Korunma Kanunu Uzerinde Bir Konusma?”, p.19.
57 Cemil Kogak, Tirkiye’'de Milli Sef Dénemi(1938-1945), p.372.
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Discussions on the project concentrated on its compatibility with the
constitution. To eliminate the hesitations, thé.provisional commission had added to
its report (Muvakkat Enciiment Mazbatast) the judgment that “In this project, our
commission investigated the accordance of the articles restricting economic activities
with the constitution and came to the conclusion that they correspond to the last
paragraph of Article 74 of the constitution.”® As a matter of fact, Feridun Fikri
Diisiinsel, (Bingdl) the author of the report, called the attention of deputies on this
fact stating that “this project is exclusively compatible with the main ideology,
principles and contents of the constitution. It guarantees the rights of the citizens in

accordance with the last paragraph of Article 74 of the constitution.”’

In his speech Berg Tiirker, deputy from Afyon warned the government: 60

The authority for the application of the law should be used under extraordinary
circumstances. As far as I understood from the articles in the law, it will
temporarily be applied. And when instabilities passed away, the law will be
annulled and the normal economic regime will return. Furthermore, not all the
clauses of the law will be put into practice at once, rather, they will be applied
in particular areas of the country when needed. Economic and commercial
activities improve provided that they are not interfered. If they are restricted
during extraordinary times, undoubtedly economy and trade suffer. Therefore
the government should apply this law very cautiously. When the ill conditions
cease and the normalcy is restored, our economic, commercial, agricultural and
industrial institutions should continue functioning without having suffered the
brunt of the ill conditions and business circles not having been demoralized.

After these explanations, Ali Rana Tarhan, deputy from istanbul and the deputy
chairperson of the Independent Republican People’s Party (RPP) Group, Miistakil
CHP Grubu, directed questions to the Prime Minister as to how the law would be
applied, or in which manner it would be applied and whether the business circles
would be consulted before decisions concerning private enterprise were taken.®! The

Prime Minister Refik Saydam replied:®*

It’s our responsibility to apply the law without putting constraints on
individuals’ lives. We will try to apply the law without disturbing people’s

58 According to this article, noone’s property or real estate can be seized or nationalized without any

compensation except it is necessary for the furtherance of public welfare. Diistur, Seri:3,Vol:26,
.170.

5 Cemil Kogak, Tirkiye'de Milli Sef Donemi(1938-1945), p. 379.

80 cemil Kogak, Tiirkive'de Milli Sef Donemi(1938-1945), p. 380.

81 Cemil Kogak, Tirkiye'de Milli Sef Dionemi(1938-1945), p.380.

82 Cemil Kogak, Tirkiye'de Milli Sef Donemi(1938-1945), p.381.
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business activities and their earnings. Furthermore, we will never avoid
consulting business circles before taking measures concerning private enterprise
if we believe it is necessary.

When the discussions on the whole of the project ended with the prime
minister’s reply, the discussions on the articles began. Severe discussions were made
on the 41% article of the law. According to the article, a pair of oxen for per four-
hectare planted land would be exempted from the national defense charge. This
article revealed that the government would be able to confiscate the oxen belonging
to farmers who owned land less than four hectares. At that time small land ownership
was common in Turkey. Therefore it was obvious that this article could negatively
affect the people engaged in farming. The article met serious resistance from the
deputies. An opponent of the article, Galip Pekel, deputy from Tokat commented on

the article as follows:®

The burden of national defense charge that this article put forward will, with no
doubt, fall on small farmers’ necks who have lands smaller than forty acres.**
Therefore, the rich will be exempted from the charge of ox and the poor will be
forced to obey that charge. However, in our country small farmers form the
majority, 75% of the farmers plant lands smaller than forty acres and these
farmers need protection. It is not fair that we will compel these farmers who do
not have anything but a pair of ox to donate their ox whereas we will not seize
even one ox from those who have ten. Furthermore, these farmers will anyhow
attend the army. Is it rational to burden them? Consequently, I suggest that this
article be removed from the text.

Muhlis Erkmen, Minister of Agriculture replied: “ No farmer living in central
Anatolia, which is known to be the largest agricultural zone in this country, has lands
smaller than four hectares. Because, a land smaller than four hectares cannot feed a
farmer.” Hikmet Bayur, deputy from Manisa contested the minister stating that in
Salihli and Turgutlu farmers owned lands in an averaging 5 to 10 acres.®
Consequently, motions given by Galip Pekel and Ahmet Bayur were refused and the

article was accepted.

Other articles did not meet serious resistance as the 41% article. During the
discussions on the 39" article Galip Pekel (Tokat) stated: “The government will rent

and farm in the vacant lands larger than 500 hectares. My request to the government

63 Grand National Assembly Records, Term: 6 Vol: 8 (18.01.1940)
64 A hectare equals to ten acres, or doniims.
85 Grand National Assembly Records, Term: 6 Vol: 8 (18.01.1940)
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is to extend the scope of the application onto smaller lands, for all land in the country
should be cultivated regardless of size” To this request, Nazmi Topguoglu’s response

was that state farming in smaller lands would not be profitable.®

2.3. MAIN CHARACTERISTICS OF NATIONAL PROTECTION LAW

The preamble of NPL was as follows: */

The recent political tensions prevailed in Europe turned into an international war
which endangered the countries both near to and far from the battlefields.
Rapidly spreading, this precarious situation was challenged by all governments
through extraordinary measures. It is apparent that our country is not involved in
the war. However, we are obliged to avoid the drawbacks of this neutral status
and to take protective economic measures as well as for military defensive
measures. Through this project, the Republican government asks the Grand
National Assembly (GNA) to grant the authorization to take measures that the
situation entails. If Europe’s situation, and its effects upon our country had
allowed us to apply to the GNA with each single law project that the situation
requires, we would not have hesitated doing this. However, events are so
quickly developing and changing that the situation necessitates prompt decisions
and measures.

As stated in the preamble above, NPL was the result of an emergency. Fuat

Agrali, Minister of Finance, expressed the frailty of the situation in his speech during

a parliamentary session as follows:

The crisis created by the war which broke out in Europe nine months ago
immediately posed its harsh effects on our economic and fiscal system. On one
hand, it caused a remarkable decline in our customs revenues and it brought
about an increase in the defense expenditures on the other...The crisis
negatively affected banking activities as well. In April and August 1939,
depositors attempted to withdraw their deposits in the banks causing long term
floats in the quantity of bank investments.

NPL, as an emergency measure, authorized the Council of Ministers (CM) to
organize economic activities. Accordingly, CM would pass resolutions. Since this
was a measure which required immediate action, an emergency process was applied.
CM was granted full authorization to put the law into application. Hence, avoiding
the usual process, its only responsibility was to inform GNA. The authority given to
the CM would be legitimate only under such extraordinary circumstances as general

8 Cemil Kogak, Tiirkiye'de Milli Sef Donemi(1938-1945), p.382.

87 «\Milli Korunma Kanunu Layihas ve Muvakkat Encitmen Mazbatast (1/301)” (18.01.1940)

68 Bilsay Kurug, Iktisat Politikasinin Resmi Belgeleri: Soylev, Deme¢ ve Yazilar,(Ankara: SBF
Enstitlisll, 1963) pp.64-65. '
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or particular mobilization, possibility of the state’s involvement in a war, and a war

between foreign countries that concerns Turkey (Article: 1).%°

Containing 72 articles, the contents of NPL was composed of six parts:
General, Organizational, Economic, Fiscal, Penal and Miscellaneous Clauses. As
stated in the Articles 4,5 and 6, the application of the law would be carried out by the
Coordination Committee composed of the Prime Minister and the ministers chosen
by him. The Coordination Committee composed of the ministers of National
Defense, Finance, Economy, Agriculture, Transport and Trade was constituted and
began to work on February 1019407

As mentioned above, NPL enabled the government to interfere in economic
activities to a large degree. This interference can be grouped under three categories.”'

The governmental interference through the articles conceming this study are

presented below:

First category appealed to industrial and agricultural production. According to

the law the government;

- was to enforce industrial and mining companies to render production

activities in order to meet people’s and the military’s needs (Article 7).

- would have the authority to demand production programmes from industrial
and mining companies, or to impose production programmes onto these companies.
On this account, the government may assign the volume, quantity and sorts of

production in these companies (Article 8).

- would confiscate industrial and mining companies which do not comply with
the orders of the government and which do not expand the production capacity as

ordered as the owner was to be recompensed in return (Article 18).

- was to directly run the mines belonging to entrepreneurs in order to obtain

maximum ores (Article 16).

69 [ aw No:3780, Resmi Gazete, (Official Gazette) No 4417: 26/01/1940.
7 Cemil Kogak, Tiirkiye'de Milli Sef Dénemi(1938-1945), p.388.
™ Taner Timur, Tirk Devrimi ve Sonrast, pp.192-193.
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- could put vehicles under the state’s order, or it may purchase those vehicles

(Article 36).

- was to determine the crops to be cultivated. It was also authorized to

cultivate  any land larger than 500 hectares recompensing the owner (Article 39).

The second category of interferences was related to domestic and foreign trade

and price controls. Accordingly, the government;

- could purchase the domestic products in order to meet people’s needs and to
regulate imports or to protect producers. It would also purchase foreign products

with the purpose of meeting people’s demands and regulating imports (Article 26).

- was to determine the quantity and types of the required import materials
when necessary. Also, it could restrict or forbid the importation of materials which

are redundant for public usage (Article: 20).
- could create stocks of required or subsidiary materials (Article: 13).

- could confiscate the required materials or subsidiaries belonging to
businessmen in return for its market price in order to avoid the scarcity of these

materials and may distribute them to needy companies without profit (Article: 14).

- was to determine the types of and maximum prices for the required materials
in the domestic market. The consumption of the required materials may be

determined and even restricted by the government (Article: 21).2

- was to oblige sellers to give a receipt when demanded by the customer
(Article 31). It was forbidden to increase the prices without an acceptable reason, or
to take any actions, such as to abstain from selling the materials or to establish

monopolies on prices, which may cause an increase in prices (Article: 32).

- was not to allow real estate rents in cities, towns, harbors and stations to
exceed that of the preceding year throughout the application period of the law
(Article 30).”

™2 This article constituted the legal basis for rationing during the war years. See Korkut Boratav,
Tiirkiye'de Devietgilik, p.247.

™ flmen severely critizes this clause alleging that the other clauses of the law could not be applied
since the governmental organization was completely corrupt. However the thirtieth clause was
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The third category of interference was associated with the working class. The

government;

- was to provide the required personnel to industrial and mining companies in
order for them to reach the production aims determined by the government. On this
purpose, the government could obligate the citizens to work in these companies in

return for a fixed wage (Article 8).

- was not to allow workers, employees, engineers and technicians working in
industrial and mining companies to leave their workplaces without an excuse (Article
10). In industrial and mining companies, daily working hours could be extended up

to three hours when necessary.

- was not to apply the provisions of the Labour Law related to children and

women in industrial companies (Article 19).

- was to oblige the farmers who are capable of working to work, without any
interruption in their own agricultural works, in the state farms or in private ones

maximum fifteen kms away from their houses in return for a fixed wage (Article 37).

From the articles illustrated above, at first look, NPL seems to be a purely
interventionist set of measures. The law included provisions which might be applied
against the trade bourgeoisie and which might enable the state to dominate whole
economic activities.”* Had the government made complete use of the authority
provided by the law with the above-mentioned clauses the social structure would
have possibly been shaken. The government would have completely nationalized
mining, industry and importation, and put severe restrictions on transportation and
trade by interpreting the law on its own account. In short, the government would

have purged the private sector using the law.”

On the other hand, NPL included some articles protecting and sponsoring the
private sector. According to the law, the government could restore and run deserted,

inoperative or unfinished industrial and mining companies in return for a determined

completely applied, which caused a popular unrest among the real estate owners. For further critiques
see Stireyya Ilmen, Milli Korunma Kanunu ve Gayrimenkul Sahipleri Dernegi, (istanbul: Siralar
Matbaasi, 1952)

™ Stireyya ilmen, Milli Korunma Kanunu ve Gayrimenkul Sahipleri Dernegi, p.193.

75 Korkut Boratav, Tiirkiye'de Deviet¢ilik, p.248
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compensation (Article 15). Moreover, it could purchase some means of production,
such as machines, tools, instruments, and installations etc., which were not used by
their owners and hand over to state and private companies in need (Article 17).
Furthermore, it could compel some commercial corporations to import the required
materials and control these corporations. They were obliged to stock the required
materials that they imported when necessary (Article 22). In return, the government
was to provide the necessary loans and foreign exchanges to those corporations
(Article 22) and compensate their losses due to stocking (Article 23). Besides it
could purchase the outputs produced by the private companies by adding a fixed
commission onto their costs (Article 11). Next, it could provide loans for certain
companies (Article 12). If the domestic price of the materials whose exportation is
restricted declines, the government was to compensate the loss of the producers

(Article 26). Thus, the law guaranteed the profits of the private enterprise.’®

The clauses about workers and small farmers deserve further analysis. The first
radical measure about working life was the Labor Law issued in 1936.” The law,
despite disallowing trade unionism and strikes, included clauses about the limitation
of working to eight hours a day, regulations on employment and release, and
precautions concerning workers’ health and labor security.”® However, NPL impeded
the application of the Labor Law through the above-mentioned clauses.” Through
NPL, the government had the authority to put a heavy pressure on the labor class.®
Women and children were to be obliged to work under unfavorable conditions
forbidden by the Labor Law.®' In addition, the right of weekend was limited.
Furthermore, compulsory labor was brought into the scene. Peasants could be forced

to work in private farms in return for a ‘standard’ wage determined by the

78 Rorkut Boratav, Tirkiye 'de Devletgilik,p. 248.

" For a detailed information about the long story of the Labor Law see Ahmet Makal, Tek Parti
Déneminde Calisma Iliskileri, (Ankara: Imge, 1999)

8 Orhan Tuna, “Tiirk Is Hukuku ve Milli Korunma Kanunu” Istanbul Universitesi Iktisat Fakiltesi
Mecmuasi (IFM) April 1940 Vol: 1 No: 3 (istanbul:1940) p.339. According to Nazif Kuyucuk, Labor
Law itself was an interventionist measure in that the government considered labor as its own matter
and tried to regulate labor activities. See Nazif Kuyucuk, Turkiye Iktisads, (Istanbul:

Filiz Kitabevi, 1993) p.190.

" Ahmet Makal, Tek Parti Doneminde Caligma Iliskileri, p.413.

% g orkut Boratav, Tirkiye 'de Devetgilik, p.249.

81 According to the 50™ article of the Labor Law it “is forbidden to force male children under 18 and
women to work in industrial workplaces”
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government. The government’s determination of the standard wage was vague since
the government could manipulate it against workers. “Under forced working
conditions, it seemed impossible for the standard wage to have exceeded the
minimum wage.”®> Oddly enough, during the parliamentary discussions on the
articles of the law, the articles concerning workers did not undergo criticism
although some other articles concerning industry, trade and especially agriculture
confronted resistance.® Even, Saadettin Epikman (Izmir) asked: “Only three hours?

Can not working teams be formed?”%

In brief, NPL had two aspects. On one hand, it included clauses equipping the
government to restrict industrial and commercial activities through nationalization
and price determination and it authorized the government to provide facilities for the
private sector such as loans, foreign exchange and profit opportunities, sale
guarantee, and assistance for the restoration of inoperative companies and cheap
labor force on the other. Thus NPL was open to both interventionist and protectionist

elements.®

2.3.1. SOME OTHER CHARACTERISTICS OF NATIONAL PROTECTION
LAW

From various aspects, the preparation of NPL differed from other laws issued
and applied before and during the period under examination. First, the preparation
process of the law diverged from the usual. Most of the laws were prepared as
proposals by the government commissions, and then discussed and approved by CM.
Next, they were discussed in GNA, approved or rejected. Yet the same process was
not pursued for NPL. Since the government abstained from creating a negative
atmosphere among the people as if there was mobilization or the state was involved
in war, it assigned the preparation of the law to the Republican Party Group in
GNA.* The group prepared a proposal composed of twenty-three articles which was
thereafter sent to the general commission. After discussions, a new commission

composed of thirty deputies was established. This commission prepared a new

82 K orkut Boratav, Tiirkiye de Devletgilik, p.249.
8 Ahmet Makal, Tek Parti Déneminde Calisma lliskileri, p.414.
_ 8 Grand National Assembly Records, Term: 6 Vol: 8 (18.01.1940)
85 Korkut Boratav, Tirkiye 'de Devietgilik, p. 250
% Kemal Turan, “Milli Korunma Kanunu Uzerinde Bir Konugma”, p.11.
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proposal composed of seventy articles. Then, the proposal was extended to seventy-
two articles by the provisional committee and the law acquired its final form.
Consequently, in case the committee directed by $.Sureyya Aydemir is taken into
consideration, the law underwent a total of four legislative processes before it was

discussed in the General Assembly.

Laws are generally put into practice after they are published in the Official
Gagzette usually on the following day of the approval. However NPL was put into
practice some time after the publication in the Official Gazette when the need arose:
It was enacted on January 18", 1940, published in the Official Gazette, yet put into
practice on February 19", 1940 which was the actual time of need.

It must be pointed out that generally the validity of a law continues until a new
law annulling it is put into application. However, as NPL was to be applied under
extraordinary conditions, the government could annul NPL when it was convinced
conditions ceased.?” In reference to the application of the law, it was to be practiced
without injuring or damaging any of the related industrial, agricultural and
commercial companies, since the government was responsible for returning the such

to the owner once the law was annulled or the extra-ordinary conditions were over.

Furthermore, the companies which were given production programmes or
charged with the duty of stocking were to apply their own programmes when the

extraordinary conditions ceased.

One of the most distinct characteristics of the law was that it equipped the CM
to issue law decrees, a case having no precedent in the history of Turkish democratic
life.8 A coordination committee was established to prepare the necessary decrees in
accordance with the law. The decrees issued by the committee were accepted by CM
bypassing GNA and they were put into practice. The reason for such a process could
have been the extraordinary circumstances created by WWII, which entailed a rapid

decision-making process.

87 Sahap Tayfur, Milli Korunma Kanunu Serhi, (Ankara: Semih Liitfi Kitabevi, 1941) p.18
88 Metin Tire, Milli Korunma Kanunu: 1940-1945, unpublished master’s thesis (Izmir: Ataturk Ilkeleri
ve Inkilap Tarihi Enstitilsil, 1992) p. 42.
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2.4. AMENDMENTS ON NATIONAL PROTECTION LAW

NPL was legally effective from January 18, 1940 through June 15, 1960.
Throughout this period it was amended twelve times until the DP’s government
amended it in 1956. Between 1940 and 1945, five amendments were carried out,
three of them under the Saydam Government, and the rest under the Saragoglu’s.
During the former period, 51 of 72 articles were amended whereas during the latter
period 43 articles were amended. Until 1945, 94 articles had already been amended,
some more than twice. After the war ended the law underwent further amendments.
From 1946 to 1956, 95 articles were amended. New articles were added, some

articles were annulled, and thus the law remained until 1960.%°

It can be observed from the data above that the law was rushed and did not
meet the necessities of the wartime economy. The fact that some of the articles were
amended twice or more indicates that these amendments were also performed
hurriedly. Therefore NPL was not the product of a planned and meticulous work.*®
On the other hand, it can be asserted that the swift changes brought about by the war
contributed much to these amendments. The proof for this statement underlies within
the preambles of the amending laws as such that almost all preambles included the

expression “conditions are changing from day to day.”’

2.5. THE ECONOMIC POLICY OF THE SUKRU SARACOGLU
GOVERNMENT (1942-1946)

Saragoglu’s government’s approach to economic problems was different from

that of Saydam’s government.”® It applied NPL in a divergent way. Saragoglu
Yy

% For a list of the amendments on the law see Y. Kenan Atay, Milli Korunma Kanunu ve Hgili
Mevzuat, (Bozilytk: Bozitylik Basimevi,1956) pp. 63-68.

% Aydemir depicts the causes for the shortcomings of the law as follows: “ There were no planning
activities or organizations to confront the war when it broke out. There was not an organization to
make statistical investigations which were the primary elements of extraordinary measures .” See
§ Stireyya Aydemir, Ikinci Adam, p. 215.

! Milli Korunma Kanununun Bazi Maddelerinin Degistirilmesine Dair Kanun Layihas1 ve Muvakkat
Enciimen Mazbatas1 (1/529) (13.12.1940), Milli Korunma Kanununun Bazi Maddelerinin
Degistirilmesine ve Bu Kanuna Bazi Maddeler eklenmesine Dair Kanun Layihast ve Muvakkat
Enctimen Mazbatas1 (1/751) (22.01.1942) The statement above is valid for the amendments
gzerformed during war years. The amendments after the war were performed with different concerns.

For similar views, see Iffet H.Oruz &Sitki Yircal, Tirkiye'de Fiyat Murakabesi: Mevzuat ve

Tatbikat, (Istanbul: Numune Matbaas1,1944), pp.289-290, S. Yahya Tezel (a), Cumhuriyet Déneminin

Iktisadi Tarihi: 1923-1950,2™ edition (Ankara: Yurt Yay, 1986) p.224, Cemil Kogak, Tirkiye 'de Milli
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justified this deviation from Saydam’s policies in his parliamentary speech on

December 11" 1942 as follows:

...We were somewhat at ease during the first year of the war for there were
enough commodity stocks in the country and there was almost no trace of the
deprivation of essential materials .... During the second and third years we
began to feel the shortage of essential items due to the difficulties in imports and
the large number of military recruits increasing the volume of consumption on
one hand and decreasing production on the other. Therefore, Refik Saydam’s
government began to take measures to control prices and to struggle with
profiteering activities stemming from price increases. The inevitable new
measures turned out to be stricter than their precedents, the government even
went too far to confiscate cereals within the country. However, these measures
returned ineffective results in that it became impossible to find materials with
the official prices and a large black market came into the scene. We by and by
began to adjudge, [but] it would be the perfection of kindness unless the
decisions were not made as per this adjudication. Then, the present government
came to power and immediately amended and even annulled some of these strict
measures.

As stated by Saracgoglu, the government took measures to release controls over
economic activities immediately after it was established on July 9, 1942. The
objective of the government was to increase prices of cereals and their production by

releasing state intervention in economy and giving an end to price controls.

Since the Saragoglu Government based its economic policy upon the negation
of its predecessor’s °* it did not introduce new economic policies but reversing the
course of the application of NPL. In this respect, as this thesis claims, it was the
application of NPL that wholly occupied the agenda of the Saragoglu Government.
One must, however, bear in mind that the Saragoglu Government reversed the
economic policy of the Saydam Government not for the sake of liberalism, nor did
he believe that the Saydam Government had been inspired by communism. He

stated: “We are neither the cadet of Adam Smith nor the raw hands to Karl Marx. We

Sef Donemi(1938-1945), pp.411-418, S Stireyya Aydemir, lkinci Adam , p. 228, Korkut Boratav,
Tirkive’de Devletgilik, p.223, Hiseyin Sahin, Turkiye Ekonomisi, p.81, O.Faruk Colak, Savay
Ekonomisi ve II. Diinya Savasi Dénemi Tiirkive Ekonomisi, p. 246, Taner Timur, Tirk Devrimi ve
Sonrast, p.200.

% Document No: A6 Reference No: 030.01.11.63.3 “Saym Bagvekil $ikril Saragoglu’nun 11/11/1942
tarihinde, lage Meseleleri Hakkinda, Bilyiikk Millet Meclisindeki Beyanatlar1” (Ankara: Turkish State
Archives, 1942) pp. 2-3

% Saracoglu’s following statement conveys this evaluation: “...We by and by began to adjudge, [but]
it would be the perfection of kindness unless the decisions were not made as per this adjudication.”
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are the nippers of a political party: its social religion is populism and economic sect
is étatism™”

One may argue that the introduction of the Capital Levy and the Soil Produce
Tax by the Saragoglu Government contradicts with the judgment that the Saragoglu
Government did not introduce new strategies. This thesis disagrees with this
argument as that these measures turned out to be punishments impinged upon those
who accumulated scads of capital during the war. In other words, they were the
desperate acts of the government which could not overcome economic problems

through NPL. The fact that they returned ineffective results and even harsh criticisms
supports this allegation.

The economic policy of the Saragoglu Government will be examined in the

subsequent chapter in view of the course of NPL’s application.

2.6. THE ECONOMIC POLICY OF THE DEMOCRATIC PARTY
GOVERNMENT

In its program submitted to GNA on May 29,1950, the Democratic Party
government criticized state’s interference in economic affairs declaring that the state
“had become interventionist, capitalistic, bureaucratic and monopolistic, paralyzing
business and productive life.”® The government was determined to restrict the state
enterprises to specific fields, and to sell some of the state-owned industries to the
private sector. It would liberate production from bureaucratic intervention, and in a
similar vein it would encourage private domestic and foreign investments and
liberalize foreign trade. It would also restrain government expenditures and balance
the national budget; indeed, it would manage fiscal affairs with such vigilance that it
would be able to enjoy surpluses. It would in part achieve this through tax reforms.
At the same time, it would expand social security benefits, develop the nation’s

natural resources and extend the country’s transportation network.”’

% Document No: A6, 1942, p.1.

% Z.Y. Hershlag, Turkey: An Economy in Transition, p.187.

%7 Arif T. Payaslioglu, “Tiirkiye’de Siyasi Partilerin Ekonomik Gorligleri”, Tirkive Ekonomisinin Elli
Yili Semineri,(Bursa iktisadi ve Ticari {limler Akademisi Yaymn No:4, istanbul:1973) p. 559. Bilsay
Kurug, fktisat Politikasinin Resmi Belgeleri: Soylev, Demeg ve Yazilar, p. 119.
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During its early years in power, the new government would pursue many of
these goals and Turkish economy would enjoy: a remarkable development the details

of which will be observed in the following section.

2.6.1. YEARS OF RAPID DEVELOPMENT

The years between 1950 and 1960 witnessed a remarkable change in political
and social terms. The victory of the Democratic Party during the elections opened a
new era in Turkey’s history. Masses were able to indicate their own political choices
and voted against the étatist tradition which had dominated Turkish politics for
centuries. They challenged the paternalistic attitude which considered the state as
father and the bureaucratic reformism imposed from above. In so doing, they
requested the removal of the obstacles in front of capitalism.”® Likewise, the trade
bourgeoisie composed largely of domestic elements who could accumulate great
sums of capital during war years, together with property owners, had a chance to
replace bureaucratic class in administrative affairs with the DP’s victory.”

The government took some concrete steps toward liberalization such as lifting
of restrictions on imports in the rate of 60-65% and price controls in 1950. It also
abandoned industrial investments through public enterprises. Furthermore, it
amended Encouragement Law for Foreign Investment, Yabanci Sermayeyi Tegvik
Kanunu in 1951 and 1954 so as to encourage the flow of foreign capital into the
country. And it enacted the Petroleum Law, Petrol Kanunu in 1954 to enable foreign
companies to explore oil resources without restraint.

In general, the economic policies pursued by the Democratic government
during the first half of the fifties carried liberal characteristics and led to a rapid
development between the years 1950 and 1953.'%° However, they lacked the sense of

a conscious planning; the development model of the DP did not originate from either

% According to Keyder, most of the people were not aware of what an uncontrolled market economy
would cause. They preferred the developments of an uncertain future to those experienced before. See
Caglar Keyder, Tiirkive'de Devlet ve Smiflar, (Istanbul: Iletisim Yaynlan, 1993) p.172.

% Keyder states that bourgeoisie was the most conscious among the supporters of the new political
scheme in that it was aware of the fact that the bureaucratic class soon was to weaken, and political
and ideological supremacy of bourgeoisie would triumph. Caglar Keyder, Tirkiye'de Deviet ve
Simflar, pp.172-173.

19 Haluk Cillov, Tarkiye Ekonomisi, (Istanbul: Iktisat Fakilltesi, 1970) p.140; Stefanos Yerasimos,
Azgelismislik Siirecinde Tirkiye: Bizanstan 1971’e. Trans. Babiir Kuzucu  (Istanbul: Gozlem
Yaymlar1,1980), p. 721.
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“self-sufficiency” or “balanced growth” thesis. Turkish economy showed a rapid, yet
imbalanced growth.which unavoidably resulted in a crisis from 1954 onwards, and
the ultimate collapse in 1958 when the government acceded to the Stabilization
Program imposed by IMF. '*!

In particular, the period between 1950 and 1953 observed a rapid development
within every branch of economy. The gross national product increased in the annual

rate of 11.3%,'% per capita income increased 8%-8.5%,'%

and the exports increased
from $ 263.4 million to $ 396 million.'™ The main stimulus to economic growth
during this period came from the agricultural sector. Development through
agricultural boom in a country within which three-fourth of the population was rural,
and about half the income was from the agricultural sector, was not surprising. “The
very swift expansion of agricultural output, combined with an improvement of the
transportation system,105 contributed to an expansion of the domestic market and to
the creation of a surplus which was either disposed of in the other economic sectors
or exported. It was this increase in exports, in addition to the US aid'%® which
enabled Turkey to import the necessary equipment and other materials for its
economic development program.”m7

There were various significant factors behind the agricultural boom during this
period. First was the expansion of the cultivated lands which was closely connected
with the improvements in mechanization such as the increasing use of tractors and

fertilizers'® and the distribution of lands belonging to the state to farmers in

1 The Times, Wednesday, Sep 17, 1958; pg. 9; Issue 54258; col G.

12 Huseyin Sahin, Turkiye Ekonomisi, p.104.

19 Huseyin Sahin, Turkive Ekonomisi, p.102.

1% Morris Singer, The Economic Advance of Turkey: 1938-1960 (Ankara, 1977), p 389.

195 Kazgan depicts the development of transportation between 1950-1960 as follows; in 1950
passenger transportation was 2.6 billion passenger/km and cargo transportation was 957 million
tons/km whereas in 1960 10.9 billion passengers/km and 3.7 billion tons/km. See. Glilten Kazgan,
“Ikinci Diinya Harbinden Giintimiize Kadar Tarim Kesiminde Gelisme ve Tarim Politikasi™ Tirkiye
Ekonomisinin Elli Yili Semineri, (Bursa Ticari ve Iktisadi ilimler Akademisi Yaym no:4,
Istanbul:1973) p.585. ‘

196 K epenck gives a detailed information about the US aid from 1946 to 1962 stating that, interestingly
enough, the US offered the aid as a loan before 1950 whereas donations replaced loans after that date
due to the Turkish governemnt’s approach to the US. See, Yakup Kepenek, Geligimi, Uretim Yapis: ve
Sorunlariyla Tirkiye Ekonomisi, 4™ edition (Ankara: Teori Yaymlari, 1986) p. 88.

197 Alec Peter Alexander, Economic Change in Turkey: 1948-1955, unpublished doctoral dissertation,
(California University Library, 1957) p. 26.

108 Between 1950 and 1960, cultivated lands increased from 14.5 million hectares to 23.1 million
hectares. Similarly, the number of tractors increased from 16585 to 42136 and fertilizers such as
nitrogen, potash and phosphoric acid increased in respective quantities as 13.600, 5.200 and 9.600
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accordance with the Land Distribution Law.!” Another important factor was the
favorable weather conditions during the period. Furthermore, the growing demand
for wheat and cotton due to the Korean War stimulated the agricultural production
and consequently, agriculture became the locomotive of the Turkish economy from
1950-1954. Table 1 shows the improvements in wheat production, as it was the main

object of the development programme during the years under examination.

Table 1: Some Indicators of Wheat Production(1949-1956)'!°

Cultivated Area Wheat Production Yield
Years (1000 hectares.) (1000 tons) (kg per hectare)
1949 3.727 2.341 628
1950 4.029 3.481 864
1951 4,167 4.871 1.168
1952 4.536 5416 1.194
1953 5.192 6.480 1.248
1954 4,996 3.822 765
1955 5.295 5.173 977
1956 5.501 4.797 872

As observed in the table above, wheat production and yield increased along -
with the expansion of cultivated areas between the years 1950 and 1953. However, in
the year 1954 when climatic conditions deteriorated, wheat production and yields
registered a sharp decline (respectively 58% and 39%) although the cultivated lands
slightly decreased (4%). This indicates 