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CURRENT TRENDS AND PROSPECTS IN TURKISH
AGRICULTURE*#*

Giilten KAZGAN**

Turkish agriculture experienced adverse changes in the 1980s under
the impacts of the deterioration in its terms of trade cum liberalization policies
as well as misdirected price support policies. The outcome was a deceleration
in productivity and output growth, further worsening of income distribution
sectorwise against agriculture, an explosion of agricultural imports and the
decline in animal husbandry while inventories were accumulated in some
crop products. A subjective evaluation of how agriculture will fare in the
futurc shows that the major constraints on its revival will lic partly in the
fulfillment of two domestic conditions, namely, relatively high GNP growth
without too wide short-run instability as well as in the easing of government
financial constraints, and partly in international conditions and policies that
determince the foreign terms of trade, as well as loan conditionality.

1. AN OVERVIEW OF MAJOR TRENDS BETWEEN 1950 AND 1980

Turkish agriculture lived through a process of modernization between
1950 and 1980, although it cannot be designated as an exemplary success
case of the Green Revolution characterizing the period. In the 1950s the
mobilization of idle land resources by dint of the introduction of tractors
underlay production growth without noticeable increases in land productivity.
This trend was significantly altered in the 1970s when expansion in the
area under cultivation came to a halt and the growth in land productivity
accounted for that in production.

The average annual growth rate of value added in the sector over
the 30 year period under review stood at 3.5 %. Given the annual population
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growth rate of 2.5 %, this enabled an amelioration in food standards as well
as an increase in the net exportable surplus. By the end of the 1970s, daily
per capita (p.c.) intake of calories attained 3000, exceeding the world average
by 14 %; nonetheless, daily p.c. intake of calories from livestock products
remained below the world average by more than 50 % whereas that from plant
products exceeded the latter by 14%. That is, the amelioration in food standards
notwithstanding, an appreciable dietary deficiency remained to be coped with
in later decades (FAO, 1984).

The net exportable surplus (agricultural exports minus agricultural imports)
grew throughout the period, even if it remained as a slim margin hovering
around only $ 1 billion by the late 1970s. Diversification in agricultural
exports may, however, be emphasized as a notable achievement of sectoral
policies. Turkish agricultural exports retained their traditional structure, the
economy thus relying on the exports of the five traditional crops (cotton,
tobacco, nuts, dried figs and raisins) until the late 1960s. But, from the
early 1970s onwards two major changes emerged: first, fresh fruits and
vegetables as well as some processed agricultural products were shifted
to the list of exportables; second, some new markets in the neighbouring
countries could be penetrated as their imports expanded. Thus, new opportunities
appeared in the expansion of agricultural exports, beginning with the early
years of the decade.

Major structural changes in the sector accompanied production growth.
In the early 1950s, subsistence production was prevalent in the sector as
80 % of the population was actively engaged in rural areas. Economic
development, however, proceeded by an integration of the sector to the
rest of the economy so that by the end of the 1970s (excepting a part
of wheat and milk production) almost all agricultural products were
commercialized. That is, market forces came to dominate over subsistence
needs in the allocation of productive resources.

Alterations in the input mix of the sector accompanied this process
of integration. The use of chemical fertilizers was diffused so that the
ratio of fertilized land to agricultural land went up from less than 1 %
in the early 1950s to 47.2 % by 1978; as of the same years, the ratio
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of irrigated land increased from less than 1 % to 10.5 %, the consumption
of insecticides from less than 10 thousand tons to 65.5 thousand tons,
and the number of the tractors by tenfold to 370.3 thousand, while the
number of draft animals recorded a sharp drop. The substantial increases
in the consumption of land yield and labour-productivity raising inputs
substituted for the expansion in the acreage cultivated and/or the increase
in the numbers of agricultural labour.

A further change occurred in the output composition of the sector
(in current prices). Within crop production the share of cereals declined
whereas that of fruits and vegetables, oilseeds and industrial raw materials
went up. There was, however, little if any change in the shares of plant
and livestock products; the share of the latter subsector varied between
35-38 % although one would expect a shift in its favour on account
of the relatively higher income elasticity of demand for livestock products
and the dietary deficiency noted above.

Thanks to changes in the input and output mix of agricultural production,
yield increases came to contribute an increasing part in output growth.
In the 1950-60 decade, of the 69 % increase in production, 60 percentage
points accrued to the expansion of area under cultivation and only 9 %
to yield increases; in the following decade, these percentage shares were
4 % and 17 % respectively; between 1970 and 1980, land expansion came
to a halt so that the 41 % increase in yields explained the increase in
production (Kazgan, 1992).

Agricultural price support policies had a lot of say in the fairly satisfactory
growth performance of the sector. Subsidization of the prices of modern
agricultural inputs together with low -at times negative- real interest rates
on agricultural credits, provided the necessary incentives for the diffusion
of new technologies and the expansion in production. Constant international
as well as domestic terms of trade, despite some instability, lasted until
the last quarter of the 1970s to complete the set of conditions that favoured
growth in the sector.

A fairly rapid pace of urban-industrial development between 1950 and
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1980 should also be emphasized in terms of its favourable impacts on
the productivity and growth performance of agriculture. On the one hand,
it contributed to sustaining an upward trend in the demand for agricultural
products and to the expansion of agriculture-based industries; on the other
hand, it helped create gainful employment for increasing numbers in
non-agriculture, thus facilitating the migration of low-income producers and
their families from rural areas. Low labour incomes could, thus, cede their
place to rising incomes as the absolute number of farm hands could be
contained notwithstanding rapid population growth. In effect, p.c. real income
in agriculture doubled over the quarter century between 1950 and 1975,
even though the ratio of p.c. income in agriculture to that in non-agriculture
depicted a slight decline -from 23 % in 1950 to 19.3 % in 1975 (Kazgan,
1987).

Basing judgement on the foregoing factual information, one may conclude
that, even if not outstanding, the performance of the sector in terms of
productivity and production growth was quite satisfactory when compared
to some developing countries where stagnation in agriculture turned out
to be the major bottleneck in urban-industrial growth.

2. CHANGING TRENDS IN THE 1990s

The domestic and international context within which agricultural producers
operate started to alter from the late 1970s onwards; new trends which
were unfavourable to agriculture emerged concomitantly with complete reversals
in domestic policies regarding this sector. The quick response of producers
to the unfavourable change in domestic and international conditions reflected
their high price sensitivity.

The international terms of trade for agricultural products started to
deteriorate in the late 1970s and this new trend characterized the 1980s
as well. Its impacts were exacerbated on the launching of the January
24, 1980 programme which targeted a shift to free market policies and
the liberalization of the foreign trade and foreign exchange regimes. The
shifts in economic policies implied the reversal of the protective stance
of the former periods towards price determination in (almost) free markets
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for both inputs as well as outputs at a time when agricultural prices
came to be formed in the world market under the ample subsidies of
industrialized economies. The curtailment of domestic demand -which affected
primarily the low-income social classes- to contain inflationary pressure
added onto the foregoing to aggravate the effects of the new policy stance.

The outcome of the combined effects of the foregoing factors has
ranged from a collapse in livestock production, to stagnation in the state
of-the-art in the sector, to a deceleration in productivity and output growth,
to threatened net exportable agricultural surplus. That is, the viability of
the sector as a whole seemed to be endangered.

2.1. Changes in the Input and Output-Mix

The input and output-mix of agriculture has been undergoing substantial
changes under the impact effects of factors noted above, the most notable
of which are the following:

First, former increases in the consumption of land productivity promoting
inputs ceded their place to an expansion in the acreage cultivated in the
growth of agricultural output. Yearly consumption of chemical fertilizers,
which had attained 7.7 million tons by 1979, receded to 7 million tons
between 1980 and 1984 and hovered around 8 million tons in the foilowing
decade; the figures for the consumption of insecticides and pesticide were
82 thousand, 40 thousand and 36 thousand tons, respectively. To offset
the negative effects of the declining intensity of agricultural production,
land that was previously fallowed was mobilized and brought under cultivation:
the fallowed land declined from 8.4 million hectares in 1979 to 5.3 million
hectares in 1990 while the area sown expanded from 16.6 million hectares
to 19 million, respectively. Obviously, no second thoughts were given to
the long-run productivity effects of this shift. The expansion in the acreage
cultivated was accompanied by enhanced mechanization which indicates that
the additional land was mobilized, by and large, by medium and large
landholders; the numbers of tractors in use went up from 402.8 thousand
in 1979 to 652.4 thousand in 1988. The foregoing changes in the input
mix imply that agriculture has been moving away from increased intensification
towards the extensive cultivation of erstwhile. Nonetheless, there are limits
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to converting fallowed land to area sown, hence to extensive cultivation.

The change in the composition of agricultural output in the 1980s
was not less dramatic. First, the percentage distribution of agricultural production
in current prices between crops, livestock products, fishing and forestry
experienced a substantial shift in favour of crops - from 57.3 % as of
1978 to 71.7 % in 1990 - and against livestock products - from 38.3%
to 22.9 %, respectively. The livestock sector seems to be experiencing
a decline not only in relative but also in absolute terms, though on account
of the paucity of data the exact scale of the subsector’s collapse is difficult
to gauge. A few figures may be invoked, however, to give a rough idea:
milk-production which amounted to 5.4 million tons in 1979 dropped to
4.4 million tons, i.e., by 18 % in 1984; it remained at almost the same
low level throughout the period. On the other hand, no absolute declines
in meat production were recorded, but production figures depicted great
instability as milk animals were channelled to slaughterhouses from year
to year: Between 1980 and 1986, production jumped by 75 % but then
onwards started to decline; by 1988 the three year production drop had
reached 25 %. Due to revisions in the method of estimation by the State
Institute of Statistics (SIS) beginning with 1982! and some obvious errors
in the published figures for 1989, no credible assessment can be made
about the outcomes at the end-year of the period. The depressed state
of the sector seems however to be sustained in the early years of the
1990s as well. The decline in the overall livestock sector notwithstanding,
some improvements were observed in poultry production: Poultry stock increased
by 9 % and egg production by 16 % between the last quarter of the
1970s and that of the 1980s.

The change in the agricultural output mix in favour of crops and
against livestock products, stemmed, however, not only from the stagnation
in output growth in the latter, but also from the discrepancies in the
movement of their terms of trade. Crops lost about 10 % on the average
in real purchasing power vis-a-vis non-agriculture over the 1980s whereas
in the case of livestock products this loss hovered around 20 %. Hence,
the change in output-mix in current prices against the latter sector reflects
this discrepancy together with output stagnation.
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The second notable change in the output composition of the sector
occurred within crop production. Here divergent trends are visible in the
case of the "others" category, namely, hay, straw, uncultivated crops, the
share of which increased from 8.2 % in 1982 to 14.2 % in 1990, and
fruits plus vegetables, the share of which declined, as of the same years,
from 33.1 % to 26.1 %".

The changes in the output mix of agriculture, added onto that in
the input mix, constitute the underpinnings of the stagnation in the 1980s
of the growth in land productivity; for, agricultural producers seem to
have moved away from product groups which are known to yield higher
output per hectare, e.g. fruits and vegetables and livestock products, towards
such no input-using subsectors as uncultivated crops.

2.2. Investment, Production and Productivity Growth, Net Exports

The adverse economic climate in the 1980s was accompanied by a
substantial decline in the share of investments in agriculture while the
overall investment rate did not record any notable change. This share which
hovered around 11-13 % of the total investment rate in the previous decades,
was almost halved in the 1980s, dropping to 7 % in the second half
of the decade. This was followed by the drop in the growth rate of
agricultural production: the average annual growth rate of agricultural value-added
went down to 2.56 % in the first half of the 1980s (1981-84), i.e., dropped
by 1 percentage point as compared to previous decades; a further decline
to 1.35 % occurred in the second half (1985-89) of the period. It is
pertinent to recall here the unspecified amount of additions to livestock
products which implies a shift upward in the growth rate, beginning with
1982, due to a revision in methods of estimation.

The drop in the growth rate of agricultural output is rather alarming
from both the standpoint of declining food standards and the threatened
agricultural trade balance. Turkey is, as yet, in the high population growth
phase of economic development with this magnitude varying around 2.5
% per annum. Thus, output growth rate barely sufficed to meet population
growth in the first half of the 1980s, leaving no margin for the amclioration
of food standards in the country whereas in the second half of t ¢ jicriod,
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the situation worsened as production growth fell short of population growth.3

Introducing imports and exports into the picture is called for to understand
the full effects of the drop in the growth of agricultural output. Exports
of agricultural products ($ 1254.4 million) and of processed agricultural
products ($ 98.4 million) amounted to $ 1352.8 million whereas imports
of these two categories stood at $ 224 million in 1978, thus leaving
a net surplus of $ 1128.8 million In the first half of the 1980s, exports
doubled to $ 2.5 billion on the average on account of the curtailment
of domestic demand as well as the substantial real devaluations of the
TL in the foreign exchange market; notwithstanding real devaluations, imports
also doubled to half a billion on the average. The net surplus exported
amounted to $ 2 billion on the average yearly between 1980 and 1984,
in consequence of the pressure brought to bear on domestic demand by
economic policies. Between 1984-87, these policies were reversed and so
was the trend in the yearly net exported surplus: the economy experienced
substantial expansion as the pressure on domestic demand was alleviated;
in consequence, the net exported agricultural surplus (exports of agricultural
products plus of processed agricultural products minus import of both categories)
declined each year and dropped to $ 1.4 billion by 1987. Substantial increases
in export revenue derived from non-agricultural exports (goods and services)
plus enhanced capital inflows, enabled significant increases in agricultural
imports -which jumped to $ 1.5 billion in 1987- as overall imports soared.
During the two following years -1988 and 1989- domestic economic policies
were reversed, this time again to curtail domestic demand expansion through
some drastic policy measures, engendering a stagflationary process concomitantly.
In consequence, agricultural exports of the two categories of products came
to exceed $ 3 billion in each of these two years; but the deceleration
in output growth resulted in a jump in imports as well. Nonetheless, the
net exported surplus approximated $ 2 billion in each of these years,
the substantial drop in production in 1989 (more than 10 %) notwithstanding.
The stop-and-go philosophy underlying domestic economic policy permitted
the explosion of domestic demand in 1990; the current account surplus
of the preceding two years ceded its place to a deficit of $ 2.5 billion
under the impact of an overvaluation of TL - engendered by a substantial
inflow of capital and the almost complete liberalization of the foreign
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trade and exchange systems. A unique outcome emerged in consequence
of these changes: agricultural imports soared to $ 2.5 billion while agricultural
production growth jumped to 7.1 % and net agricultural exports dipped
to $ 700 million -the lowest recorded net export figure over the last
two decades.

The foregoing figures help depict the fragility of Turkey’s net agricultural
exports and the degree of their sensitivity to cyclical swings in domestic
demand on the one hand and the yearly growth rate in agricultural output
on the other, given the liberalized foreign trade and foreign exchange regimes
and the overvaluation of the TL. The available evidence leads to the conclusion
that if the policy of enticing foreign capital through interest arbitrage is
sustained in the coming years, Turkey may well become a net importer
of agricultural products insofar as agricultural policies are not permitted
(by international creditors) to protect the sector. Basing judgement on the
experiences of the 1980s, one can say that the estimated low domestic
real costs, hence high comparative advantage notwithstanding (Dervis and
Robinson, 1979; Aktan and Baysan, 1985), agricultural products, in particular
processed products, face difficulties in competing with imports; producers
seem to be unable to improve the state-of-the-art in the sector so as
to raise productivity and production unless supported by price measures.
This conclusion is well warranted in view of the ample subsidies import
prices embody, in particular those from the EC, the USA as well as
Eastern Europe. Insofar as the "dumping prices" of agricultural imports
are allowed their free play to protect the consumer, productivity and production
growth rates are likely to go on receding.

Receding production growth rate in the sector has been accompanied
by a slowing down in the growth rate of land productivity. Taking three
year averages to even out yearly fluctuations, the value added (in constant
1968 prices) per hectare stands at TL 2622 in the last quarter of the
1970s; in the 1980s, for the first three years (1981-83) it is TL 2727,
in 1984-86, TL 2867 and in 1987-89, TL 2957 per hectare. That is, over
the last decade the total increase in land productivity amounts only to
12.8 %, i.e., less than 1.5 % p.a. on the average. This total increase
is below the total increase in the area cultivated (14.5 %) as well as
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rates of productivity growth in the previous decades.

As to the change in labour productivity, any estimates made there
upon seem to be rather shaky in view of the wide discrepancy in agricultural
labour figures given in the population census statistics and the yearly (desk)
estimates by the State Planning Organization (SPO).4 The former data show
an increase by one million in agricultural labour between 1980 and 1985
whereas according to the latter there is a slight decline; in absolute numbers,
the discrepancy between the estimates of the SIS and SPO amounts to
2.5 million in 1985, the former exceeding the latter by the indicated amount.

Even if estimates by the SPO are used, however, the dismal state
of affairs in the sector cannot be disguised. The ratio of p.c. income
in agriculture to that in non-agriculture stood at 19.2 % in 1975; this
ratio declined to 15.7 % in 1980; it recorded a further drop to 14 %
in 1985 and hovered between 14-15 % until the end of the decade. This
drop embodies not only the laggard productivity growth in agriculture but
the adverse terms of trade of the sector as well. This issue will be studied
in relation to changes in income distribution in the following subsection.

2.3. Determinants of Changes in Income Distribution

Turkey has always depicted an income distribution pattern that is highly
characteristic of a dual society; p.c. income earned in agriculture has never
exceeded one fourth of income earned in non-agriculture. Nor has it ever
fallen, however, to the level that it has at times in the 1980s except
for the years of the Great Depression and the second World War. Also,
the available evidence indicates that intra-agricultural income distribution
worsened as animal husbandry collapsed.5

Table 1, column 1 shows labour productivity in non-agriculture
(non-agricultural value added in constant prices p.c. of active non-agricultural
population) as a proportion of labour productivity in agriculture (agricultural
value added in constant prices p.c. of active agricultural population); in
column 2, the estimate is repeated for value added in current prices so
as to depict the effects of change in domestic terms of trade on relative
income formation. The first column shows p.c. non-agricultural labour productivity
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Table 1 : Labour Productivity and Per Capita Income Coefficients in
Non-Agriculture as a Multiple of that in Agriculture, 1950-90

Labour

Productivity P c. Income
Years Coefficients Coefficients
1950 3.98 5.19
1960 4.07 4.26
1970 5.35 5.18
1975 6.29 5.20
1980 5.65 6.37
1985 5.85 7.14
1987(*) 5.38 6.76
1988(* 3.86 4.59
1989&*; 4.69 6.99
1990(*) 5.20 4.80

Source : SIS and SPO

(*) Data from yearly houschold surveys; for the remaining years population census data have
been used. Also, labour productivity estimates for all years excepting 1990 are from GNP estimates in
1968 prices whereas the estimate for 1990 is from GNP estimate in 1987 prices.

to be far above that in agriculture: the coefficient varies between 4 and 6.3
for the 40 year period between 1950 and 1990; but shows substantial hikes
from 1975 through 1985 -indicating a relative decline in agricultural labour
productivity- dropping somewhat in the latter part of the 1980s. But for the
estimate for 1985, the coefficients for the years 1980 through 1987 are higher
than those for the preceding decades. Hence, labour productivity in agriculture
with respect to non-agriculture seems to have worsened though some amelioration
is visible towards the last years of the decade. In terms of p.c. relative income,
the position of agricultural producers seems to be even worse; for, the coefficient
varies approximately between 4.2 and 7.1 and goes up to all-time high figures
in the 1980s, dropping only in 1990. That is, adverse terms of trade have
added: onto the deterioration in labour productivity to worsen the relative
income position of agricultural income earners.

Table 2 has been arranged so as to show the factors contributing
to the relative changes in p.c. labour productivity and p.c. income in agriculture
with respect to the industrial sector - inclusive of mining and quarrying,
manufacturing, electricity, water and gas. The first three (non-numbered)






