Turkish modernizers have long struggled to build an industrid system that would help
restore the country's economic power. The import-subgtitution strategy followed until 1980
was designed to make the country an independent producer of manufactured g oods. The
result was a striking unfolding of industry, especidly between 1950 and 1977, when the
sector (including energy and natural resources) grew at an annual average rate of 8.6 percent
in red terms, expanding its share of GDP from about 12 percent to about 25 percent. Despite
the retrenchment of the early 1980s, the recovery of the industrial sector--which registered an
average annua growth rate of 5.9 percent between 1987 and 1992--restored the sector to its
pre-1980 proportion of more than 23 p ercent of GDP in 1993. By the early 1990s, industry
was broadly based; the only individua industries accounting for more than 5 percent of
industria output were food processing, petroleum, textiles, and iron and stedl.

Under the republic, the Turks have vastly improved their country's infrastructure and have
achieved the ability to produce awide range of products. The country's first factories
processed food, such as sugar and flour, and nondurable consumer goods, such astextiles and
footwear. Next came intermediate industria products, including iron and stedl, chemicals,
cement, and fertilizer. By the end of the 1970s, the country was developing capital goods
industries and high-technology products. Production o f trucks and buses in cooperation with
the West German firm Mercedes-Benz, and of F-16 fighter aircraft with the United States firm
Genera Dynamics, indicated Turkey'sindudtrid ambitions.

The pressfor ragpid indugtridization minimized the atention given to efficiency, and
excessive protection forestalled competition that would have promoted efficiency; sdlling in
the protected home market was much more attractive than attempting to e xport. Moreover,
the rise of montage industries, which assembled such products as motor vehicles, consumer
durables, and eectronic goods primarily using imported components, meant that industria
growth required ever more imports. Hence, attempts at impo rt substitution paradoxicaly
tended to aggravate the country's trade balance. The capita-intengve nature of many
indugtrid investments, especidly those in the intermediate goods sector, caused employment
in industry to grow relaively dowly, contrib uting to structurad unemployment. Dependence
on imported petroleum made the country highly vulnerable to increases in oil prices.

By the end of the 1970s, industry had reached a turning point. In the short run, the sector
needed to overcome shortages of energy, imported machinery, parts, and processing materias
that had caused a decline in industrid output during the last year s of the decade. In the longer
run, to become more efficient and to enable increased exports, the industria structure had to
be adjusted in accordance with the country's comparative advantages. In effect, industry
would have to transfer resources out of uncompetitive industries to favor those that could
compete in world markets. The difficult adjustment process sarted during the early 1980s,
and substantial progress was made under the Ozal team. Under the new outward-oriented
development strategy, as un der the old import- subgtitution policies, industry wasto be the
leading sector of the economy. Industrid performance--especialy in export markets--would
determine if that strategy would be successful.



Many of the problems of import substitution had not yet been overcome by the mid-1990s.
Much progress had been made in spurring private-sector-led indudridization, particularly in
light manufacturing and export promotion, however. Light manufactures and iron and sted
accounted for an increasing proportion--and since the 1980s, the mgjority--of exports.
Moreover, foreign investment in the industria sector, made either directly or through the
stock market, had begun to have a postive impact on Turk ish industry. However, much of
industry was till dominated by the public sector in early 1995, and private-sector companies
gtill depended on crucid inputs from public-sector industries.

Indugtrid Policy

In line with the shift to an outward- oriented development strategy, in 1980 Turkey's policy
makers began to revamp the country'sindustrid policy. The new policy set forth four related
goasfor industry: upgrading the role of market sgnasin decision making, increesing
meanufacturing exports, enlarging the private share in manufacturing, and reforming the SEES
to reduce inefficiency. In the early 1990s, afifth goa was added: privatization of public-
sector entities. Policy makers were aso concern ed with obtaining adequate energy supplies
and providing enough work for the growing labor force.

Mineral Resources

Turkey's most important mineras are chromite, bauxite, and copper. The country also exploits
deposits of other minerals such asiron, manganese, lead, zinc, antimony, asbestos, pyrites,
sulfur, mercury, and manganese. Mining contributed dightly under 2 percent of GDPin

1992, but the subsector provides the raw materia for such key manufacturing industries as
iron and sted, duminum, cement, and fertilizers. Turkey exports avariety of minerds, the
most important of which are blister copper, chrom e, and boron products. Minerals accounted
for an average of about 2 percent of export earnings in the mid-1990s. The public sector
dominates mining, accounting for about 75 percent of sdes. Etibank, set up in 1935 to
develop Turkey's natura resources, m anages most of the state's minerd interests, particularly
bauxite, boron minerds, chromite, and copper.

Private-sector mining enterprises are generally smdl, concentrating on lead, zinc, and marble;
some operate intermittently depending on market conditions. A 1978 law nationdized dl
private holdings, but it was only partidly implemented before bein g invaidated by the
Congtitutiond Court. In 1980 the government began to encourage foreign investment, and in
1983 and 1985 mining laws were revised to provide incentives for private investment. Etibank
sought to encourage joint ventures with private fi rmsin Turkey and foreign investors.
Although some partnerships were struck, mainly for copper production, foreign and private
investors in 1995 continued to hesitate to make maor investments.

Manufacturing

Turkey's manufacturing indudtries are diverse and growing. Public-sector entities dominate
manufacturing, accounting for about 40 percent of value added. Private-sector firms are
dominated by a number of large conglomerates that have diversfied acros s severa indudtries.

The manufacture of textilesis Turkey's largest indudtry, very competitive in internationa
markets, and the most important foreign-exchange earner. Domestic cotton and wool provide
much of the raw materia for the industry, but synthetics production has dso expanded. The
textile sector contributed 20 percent of total manufacturing output and employed 33 percent of



al workersin the mid-1990s. Textiles are produced by factories controlled by the country's
largest SEE, Sumerbank, and anumber of priv ate firms. Ingtaled capacity is equivdent to
around 33 percent of that of the EU in terms of cotton spinning and around 11 percent of EU
woolen yarn and textiles. In 1994 Sumerbank was identified as alikely candidate for
privetization.

Textile exports grew rapidly after 1980, but protectionism in industria countries, including

the EC nations and the United States, threatened the sector's growth. Nonethel ess, between
1987 and 1992 textile export vaues expanded a an average annud rate of 19 percent. By
1992 textiles accounted for 35 percent of total exports. Investment in increased capacity in the
1980s resulted in increased exports of finished products and ready-made garments. In 1990
the adminigtration of President George Bush i ncreased the quota for United States textile
imports from Turkey by 50 percent to compensate for Turkey's economic problems caused by
sanctions on Iraq.

Agroprocessing is one of the most dynamic branches of Turkish industry, supplying both
domestic and export markets. Main product lines are sugar, flour, processed mesat and milk,
and fruits and vegetables. Processed food exports grew at an average rate of 8 percent per year
between 1987 and 1992, accounting for 9 percent of total exports.

SEEs are the most important producers of intermediate goods, athough private firms are dso
active. Theiron and sted sector has become more competitive in adjacent Middle Eastern
markets, where Turkey's location is an advantage. However, competitiv eness results largely
from heavy subsidies to the state companies. Two-thirds of Turkey's sted is produced by
three public-sector sted mills, which remain heavily subsidized. Twenty smdler private

plants produce sted from arc furnace operations. Publi ¢ plantsinclude the old and outmoded
mill a Karabik, the Eregli works completed in 1965, and the plant at |1skenderun, which was
built with Soviet aid and opened in 1975. The overdaffed Iskenderun plant, athough the
largest and most modern, performs po orly. Private plants, often more profitable than Sate
plants, tend to use scrap as araw materia and to export to neighboring countries. In
December 1994, the government indicated that 51.7 percent of the Eregli Iron and Stedl
Works would be privatized in 1995. This company was cited as one of the most profitablein
Turkey, especidly after a US$L.5 billion upgrade designed to raise raw sted capacity by one-
third, to about 3 million tons annualy.

Capacity usein theiron and sted sector increased rapidly in the 1980s and early 1990s. Totd
output of crude iron grew from about 3.1 million tonsin 1985 to about 4.5 million tonsin
1992. Sted ingot output rose from about 7 million tonsin 1987 to 10.3 million tonsin 1992.
The vaue of exports of iron and sted rose from US$34 million in 1980 to US$1.6 hillionin
1992. Such exports accounted for around 10 percent of total exports.

The demand for cement aso increased in the late 1980s and early 1990s as aresult of an
upswing in domestic congtruction stimulated by infrastructure and housing projects. The
cement industry conssts of alarge SEE, the Turkish Cement Corporation, and anumber of
smaller companies. Until 1970 the country imported most of its cement, but it has sSince
become sdlf-aufficient. Tota output increased from 22.7 million tonsin 1987 to 28.5 million
tonsin 1992. Exports of cement, especidly to the Middle East, grew rapidly in the early
1980s because of the construction boom in that region.



The chemicd indusgtry, one of the country's largest in terms of value, is concentrated in afew
large state enterprises, including the Petrochemica Corporation (Petrokimya Anonima rketi--
Petkim) and Etibank, and some 600 private enterprises. Chemica s produced in Turkey
include boron products, caustic soda, chlorine, industria chemicas, and sodium phosphates.
The high quality of the country's minerds givesit a comparative advantage in severd
products. Chemical exports increased during the second haf of the 1980s but fell sharply in
the early 1990s, mainly because of increasing competition and lower prices esewhere. In the
late 1980s, petrochemica production, dominated by Petkim, started with a complex at
Yarmica, near Kocadli, followed by asecond a Aliaga, near Izmir. The complex includes
twelve plants, seven subplants, athermal power station, and awater supply dam. These plants
supply smdl private-sector plants, which in turn manufacture finished products. The sector's
god isto maket he country sdf-sufficient in petrochemicals rather than to export. In 1992
Turkey produced about 144,000 tons of polyvinyl chloride, about 238,000 tons of
polyethylene, about 85,000 tons of benzine, and about 32,000 tons of carbon black.

Turkey's automobile industry, established in the mid-1960s, was gradually exposed to imports
after 1980. Although the sector recovered from low production levels after 1983, domestic
producers remain weak. Industry observers believe that Turkey's auto mobile makers are too
numerous and too inefficient, but market prospects appear fairly favorable because of the low
per capita ownership of cars. Car output rose from about 55,000 units in 1985 to about
300,000 unitsin 1993. Including trucks, buses, and tractors, Turkey produced about 345,000
unitsin 1992. Some 60,000 vehicles were imported in that year, afigure that should increase
in the near futureif Turkey gains entrance into the European customs union. Turkish

producers benefit from a 20 percent tariff onforeign imports.

The Turkish automobile industry in 1995 condsted of three producers, each affiliated with a
foreign manufacturer: Tofas, which assembles Fiat passenger cars, Oyak-Renault, which
assembles Renaults, and General Motors, builder of Opel Vectras. Toyotain partnership with
local conglomerate Sabangi Holding completed a plant in 1994 designed to produce 100,000
cars per year, and aHyundai factory that would produce 100,000 units is scheduled to openin
1996.

Mineral Resources

Turkey's most important minerds are chromite, bauxite, and copper. The country aso exploits
deposits of other minerals such asiron, manganese, lead, zinc, antimony, asbestos, pyrites,
sulfur, mercury, and manganese. Mining contributed dightly unde r 2 percent of GDPin

1992, but the subsector provides the raw materid for such key manufacturing industries as
iron and sted, duminum, cement, and fertilizers. Turkey exports avariety of minerds, the
most important of which are blister copper, chrom e, and boron products. Minerals accounted
for an average of about 2 percent of export earnings in the mid-1990s. The public sector
dominates mining, accounting for about 75 percent of sales. Etibank, set up in 1935 to
develop Turkey's natural resources, m anages most of the sate's minerd interests, particularly
bauxite, boron minerdss, chromite, and copper.

Private-sector mining enterprises are generaly smal, concentrating on lead, zinc, and marble;
some operate intermittently depending on market conditions. A 1978 law nationdized
private holdings, but it was only partidly implemented before bein g invdidated by the
Condtitutiona Court. In 1980 the government began to encourage foreign investment, and in



1983 and 1985 mining laws were revised to provide incentives for private investment. Etibank
sought to encourage joint ventures with private fi rmsin Turkey and foreign investors.
Although some partnerships were struck, mainly for copper production, foreign and private
investors in 1995 continued to hestate to make mgor investments.

Energy

Turkey isrdativey wdl endowed with energy and minera resources. The extensve
mountainous terrain provides numerous hydrodectric Stes, athough most are far from the
main population and consumption centers. The country aso has subgtantia expl oitable lignite
resources and small reserves of hard coal, petroleum, and natura gas. Commercidly
exploitable deposits of many minerds have been located, but the territory has been surveyed
only partidly. Exploitation of these natura resources has oc curred relatively dowly.

The combined demands of indudtridization and urbanization nearly tripled energy
consumption in the 1960s and 1970s. An ingppropriate pricing policy, especialy the subsidy
of petroleum that led to unduly chesp products, was one cause of shiftsin the sources of
energy that exacerbated shortages. In 1960 more than haf of the primary energy consumed
came from noncommercia sources, mainly firewood but dso manure and other agriculturd
wadtes. These noncommercia sources, plus domestic coa and lignit e, accounted for more
than 80 percent of al primary energy consumed; oil supplied only 18 percent. By 1980, in
contrast, oil supplied about 47 percent of the primary energy consumed, cod and lignite about
21 percent, hydroelectric power 8 percent, and n oncommercia sources such as firewood and
anima wagtes only 23 percent. By 1992, 43.5 percent of fina energy came from petroleum,
31.1 percent from lignite and hard cod, 4.1 percent from hydroelectric power, 6.9 percent
from naturd gas, and 14.4 perce nt from other energy sources, including solid fudls,
geothermal, solar power, and wind power.

During the 1970s, the demand for electricity began to exceed supply, and by the late 1970s
the power gap began to condrain industry. After 1977 rotating blackouts affecting industrid,
commercial, and residential consumers were necessary to meet demand. By 1979 the
shortage of foreign exchange had so restricted imports of crude oil that fue for cars, trucks,
and tractors had to be rationed. In the mid-1980s, in an attempt to ded with the energy
shortage the Oza adminigtration launched the build, o perate, and transfer (BOT) system,
under which foreign investors would provide the capital and technology to build plants,
operate them for anumber of years with guaranteed revenues, and findly transfer the unitsto
the government when the investment ha d been fully returned. The Atatlrk Dam was a mgor
project designed to increase dectricity output. Its first two power units came on linein 1992.

Although Turkey's energy resources remained underdeveloped in early 1995, the country had
relatively good energy production potentia. One estimate places the economicaly feasble
hydrodlectric potentid at around 29,500 megawaitts, which would alow annud production to
reach roughly 100,000 gigawait-hours in years with norma rainfal. Lignite is the second

most important potential source of energy, with proven and probable deposits put around 6.4
billion tons. However, Turkish lignite, containing h igh amounts of water and sulfur, is hard to
burn and pollutes the air. Turkey's proven and estimated petroleum stocks are equivaent to



about three years consumption. Proven reserves are estimated at about 16 million tons, and
enhanced oil-recovery techn iques may dlow extraction of another 30 million tons. Proven
reserves of natural gastota about 12.4 billion cubic meters, and reserves of hard coa about 1
billion tons. Turkey's geotherma resources are considerable, but they have not yet been
systematicaly explored.

Imports of petroleum averaged more than 15 million tons per year in the early 1980s and
increased to about 23 million tonsin the early 1990s. Mot of Turkey's ail fidlds are located in
southeastern Anatolia near the borders with Iran, Irag, and Syria (seefig. 10). Because of the
country's fractured substrata, deposits are often contained in small pockets, which makes
exploration and extraction difficult. In 1985 exploration proved that Turkey has oil deposits at
very deep leves, but it was not know n how large the deposits might be. Shell Oil determined
that oil at Paeozoic levels would be recoverable, and other investigations proved significant
depositsin centrd Anatolia under the sdt flatsin the plain north of Konya In 1991 British
Petroleum began exploring for oil in offshore areas of the Black Sea. It is aso sugpected that
the Aegean shdf contains considerable petroleum deposits, but aslong as relations with
Greece remain strained, conflicting claims to the Aegean seabed limit prospects for
exploration. To speed up the exploration process, the Turkish government in 1983 eased
regulations on such activities by foreign oil companies, dlowing them to export 35 percent of
production from fields they discovered in Anatoliaand 45 percent fr om offshore fields.
Although severd foreign concerns started exploration after the liberdization package went
into effect, up to the mid-1990s no mgor finds had been reported.

The state-owned oil company, Turkish Petroleum Corporation (TPAO), Shell Qil, and Mobil
control most petroleum output, which had climbed gradudly to a pesk of 3.6 million tonsin
1969 but declined to about 2.1 million tonsin 1985 as deposits were de pleted (seetable 8,
Appendix A.). By the early 1990s, output had increased once again to nearly 4.4 million tons.
The main petroleum project during the 1980s was an attempt at secondary recovery at the Bati
Raman fiddsin southeastern Anatolia, which we re expected to produce roughly 1.5 million
tons ayear over atwenty-year period.

TPAO stepped up ail exploration efforts at home and abroad in the hope of raisng output. But
prospects for new domestic finds were endangered by the escaating conflict with Kurdish
rebels in southeastern Turkey. Western operators in the area were ne rvous after a sharp
increase in the number of atacks on ail ingtallations. Mobil suspended operations at its 3,200-
bpd Semo field and other small Stes after Kurdish attacks onits staff. In the early 1990s,

talks were underway on apossible transfer of the Seimo operation to TPAO. Shell Qil'srig
near the 25,000- bpd Batman refinery was aso hit, dthough operations there continued. TPAO
reported no attacks. Tota Turkish production in 1993 of about 78,600 bpd--down from about
84,500 bpd in 1991--met 17 percent of the country's 458,000- bpd needs. The satefirmin
1993 pumped about 60,550 bpd, Shell Oil about 14,500 bpd, Mobil about 3,230 bpd, and
Aladdin Middle East about 330 bpd. On severd aging fidds, risng water content has haved
productivity. T PAO drilled sixty exploration wellsin 1993, only one of which hit oil. In 1994
it planned to drill eighty-one, stepping up work outside the affected southeast. Meanwhile,
Mobil was doing seismic work in central and southern Turkey, and Shell Oil and Unit ed
States Arco were both exploring in the southesst.

TPAO'sjoint venture in Kazakhstan, which holds seven concessions, should help to increase
the company's ail reserves. In addition, preiminary testsin 1993 near Aktyubinsk and Atyrau
were promising. It is expected to be severd years, however, befor e the oil or gas reaches



Turkey, given the need to work out export routes or an exchange agreement with Russa.
Turkish sources are cofinancing the venture with the Kazakh state oil company. The project is
TPAO'sfirst mgor overseas enterprise, dthough its subsidiary, the Turkish Petroleum
International Corporation, holds concessonsin Audrdia, Pakistan, and Egypt.

Five refineries with atota capacity of about 713,000 bpd meet most of the country's need for
petroleum products. Until early 1995, about 85 percent of refinery capacity wasin public
hands in four refineries located at Aliaga near 1zmir, Kocadli, Ki rikkae, and Batman. A fifth
refinery, jointly owned by Mohil, Shel Qil, British Petroleum, and a Turkish company, is
located & Mersin.

In early 1995, Turkey's privatization program appeared to be back on track after a period of
wrangling over the legdity of the sdle of the state refinery company TUPRAS and the retail
company Petrol Ofis. The sale of part or dl of each company is s cheduled to take place
before the end of 1995.

Petrol Ofid's 4,000 stations control 56 percent of a domestic gasoline market that since 1987
has grown by an average of 5.5 percent a year to 94,000 bpd. Full privatization is expected by
the end of 1995.

A TPAO pipdine extends for nearly 500 kilometers from the oil fields near Batman to
Dortyol on the Mediterranean coast. The corporation aso owns and operates the Turkish
section of the pipeline from Irag's Kirkuk fields to a port facility near Dorty ol. This pipeline
was enlarged in 1984 to carry 1.1 million bpd, a share of which Turkey purchased at
preferentia rates. A second, smaller-capacity Kirkuk-Dortyol pipeine was built in the late
1980s, which increased capacity to 1.5 million bpd. Oil flow s through the two pipelines
ceased after the UN embargo on Irag was impaosed in 1990. The pipeline cannot be used for
domestic oil because according to internationd law the ail in the pipdine a the time of the
embargo must be stored, awaiting UN dispod tion.

Apart from the country's own oil progpectsin the Black Sea, Turkish officials see their nation
asadraegic hub bringing ail from Azerbaijan and Kazakhstan to the M editerranean and
connecting Turkmenistan and possibly Iran to the European gas netwo rk. Turkish officids
have pushed their own brand of pipeline diplomacy, encouraging the nations of Centrd Asa
and the Caucasus--aswell as Iran--to cooperate so that they can start exporting their prime
resources to the outsde world via Turkey.

The Turks are convinced that at least some of the projects eventualy will come to fruition,
beginning with a projected pipdine to bring Azerbajani crude to the eastern Mediterranean.
In the early 1990s, the governments of Turkey and Azerbaijan offi cidly approved plans for
such aline. But a series of obstacles remained to be overcome, including rival pipeine
projects that would bypass Turkey, border disputes that would render key intervening areas
dangerous, and even a degree of antagonism toward Turkey on the part of some neighboring
dates. The most immediate chalenge was the effort to bring oil from Kazakhstan's Tengiz
fidd to the Russian Black Sea port of Novorossysk, which would mean an upsurge in tanker
traffic not only in the Black Sea, but dso in the Bosporus and Dardandles. Turkey has
opposed this project vehemently but is congtrained by internationa conventions that guarantee
passage between the Black and the Mediterranean seas. In some places, the straits are only
800 meters wide , and the Bosporus bisects Turkey's largest city, Istanbul. The thregt to one of
the nation's grestest attractions has turned Turkish officias into ardent environmentaists.



Natura gas became important in the 1980s. Gas tapped in Thrace (Trakya, European Turkey)
was piped to the Istanbul region and used to produce dectricity, thereby reducing the need for
energy imports from Bulgaria. In 1986 Turkey began congruction o f apipelineto carry
Soviet natura gas from the Bulgarian border to Ankara; the line was completed in the late
1980s. In 1990 government officias announced that they aso desired to purchase natura gas
from Algeria, amove that would help balance Turk ey's large purchases from the Soviet
Union.

Policy makersin the early 1970s had targeted lignite as the most abundant domestic source of
hydrocarbons, and production grew rapidly from an average of about 7.9 million tons for the
1970-75 period to more than 31 million tonsin 1985. Mines operat ed by the sate-owned
Turkish Lignite Company are responsible for about two-thirds of output; privete firms
produce the remainder. Production of hard cod is entirely controlled by the government-
owned Turkish Cod Company, which suffers from poor managem ent and outmoded
technology. Cod production is also hampered by the great depth of the country's deposts.
Hard cod output fell from around 6.5 million tonsin 1976 to about 3.8 million tonsin 1983,
and unit costs exceeded those of coa imports. Asar esult of these trends, Turkey is beginning
to import cod for use in power plants. In 1992 Turkey produced about 12 million tons of cod
and imported a net of about 4.2 million tons,

The Turkish Electricity Authority (TUrkiye Elektrik Kurumu--TEK) is responsible for most
electric power generation and distribution. In Adanathe Cukurova Electrica Company
produces some dectricity privatdy. In Kepez, acity in Antalya Province, an other private
company produces dectricity. Upgrading of the nationd distribution grid began in the 1980s,
and by 1985 about 70 percent of Turkey's villages were receiving dectricity. The Fifth Five-
Y ear Plan (1984-89) cdled for the completion of villa ge dectrification by 1989; by the mid-
1990s no village was without eectricity.

Demand for dectricity hasincreased rapidly, in large part because of the growth of industry,
which consumed more than 56 percent of eectricity in 1992. By 1985 thermd plants
produced 53 percent of tota instaled capacity; hydroelectric plants pro duced the remainder.
During the early 1980s, shortages of eectricity had to be covered with imports from Bulgaria
and the Soviet Union. In 1984 Turkey and the Soviet Union agreed to build a second
tranamission line that would dlow future increases in So viet dectricity ddiveries. Although

in the 1990s dectricity imports meet less than 1 percent of Turkey's needs, the Turks want to
be independent of supplies from unrdiable neighbors.

Sources for generating such eectricity varied. By 1992 dectricity generated by cod
accounted for 36 percent of totd instaled capacity, with hydroe ectric plants accounting for
40 percent. The rest was generated using petroleum products.

Turkey's chronic energy shortages make development of hydroelectric power imperative. In
199 the Generd Directorate of State Hydraulic Works was building or planning to build
about 300 hydrodectric plants. The centerpiece of Turkey's ambitious hydr oelectric program,
the Southeast Anatolia Project, which includes dams on the Tigris and Euphrates rivers, will
increase Turkey'sirrigable land about 25 percent and its el ectricity-generating capacity about
45 percent. As of early 1987, the firgt two of the three large dams in the program (the Keban
Dam and the Karakaya Dam, both on the Euphrates, northeast of Maatya) had been built, and
the third, the Atatirk Dam, was under construction, completed in 1994. The World Bank



refused to help finance the con struction of the Atatiirk Dam because Turkey had not reached
an agreement on sharing the water of the Euphrates River with Syriaand Irag; Turkey,
however, arranged independent financing.

Turkish officiads had long discussed the possibility that nuclear power might help the country
addressits energy problems. During the 1980s, the military government drew up a nuclear
energy program and established the Nuclear Power Plants Divison of the Turkish Electricity
Authority to make feasibility studies and to build nuclear plants. Given Turkey's desire to
diversfy its energy sources, nuclear power was expected to remain on the agenda. By early
1995, however, no eectricity had been generate d from nuclear power.

Although Turkey has made a good start at addressing its energy problems, some andyssfed
that more attention needs to be paid to conservation and pricing policies to limit the growth of
demand. Industry is the mgor consumer of energy, and industri a consumption is expected to
grow rapidly if left unchecked. The most energy-intensive sectors of industry, such asiron

and sted, food processing, textiles, mining and nonferrous metas, chemicals, cement, and
bricks and ceramics, probably could reduce demand significantly if required to do so.
However, the government needs to audit magor energy usersto discover which could cut back
consumption. In addition, ashift in relaive energy prices to reflect long-run costs might
induce industrid restructur ing that would take Turkey's energy endowment into account.
Moreover, energy policy makers need to improve management of firewood and agricultura
wastes, which continue to play an important role in the rurd energy economy.



