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or do not c o v e r a d e q u a t e l y . 

B r i t i s h N u c l e a r D e t e r r e n t 

2. The G e r m a n E m b a s s y have t o l d us that H e r r S c h m i d t m a y want to a s k 

y o u about the future of the B r i t i s h d e t e r r e n t . G e r m a n o f f i c i a l s m a y w e l l be 

b r i e f i n g h i m to r a i s e t h i s q u e s t i o n but I f i n d i t a l i t t l e h a r d to b e l i e v e that he 

w i l l i n fact do so at y o u r f i r s t m e e t i n g . I h a v e , of c o u r s e , g i v e n y o u a s e p a r a t e 

b r i e f on the fu ture of o u r d e t e r r e n t ( m y m i n u t e A 0 9 4 5 4 of 4 th M a y ) , but I see no 

need for y o u to have s t u d i e d the m a t t e r i n any depth be fo re C h a n c e l l o r S c h m i d t ' s 

v i s i t on T h u r s d a y . A l  l y o u n e e d to k n o w i s that C h a n c e l l o r S c h m i d t m a d e i t 

c l e a r to the p r e v i o u s A d m i n i s t r a t i o n that , w h i l e t h i s was of c o u r s e a d e c i s i o n 

f o r the U n i t e d K i n g d o m G o v e r n m e n t a l o n e , he h o p e d v e r y m u c h that we w o u l d 

go f o r a s u c c e s s o r s y s t s m to P n l a r i s i f o n l y b e c a u s e he d i d not r e l i s h the thought 

of F r a n c e b e i n g the o n l y E u r o p e a n n u c l e a r p o w e r . 

3. If C h a n c e l l o r S c h m i d t s h o u l d r a i s e the m a t t e r w i t h y o u , I t h i n k a l l y o u 

n e e d s a y i s 

(i)	 The C o n s e r v a t i v e M a n i f e s t o s a i d that "the S A L T d i s c u s s i o n s i n c r e a s e 

the i m p o r t a n c e of e n s u r i n g the c o n t i n u i n g e f f e c t i v e n e s s of B r i t a i n ' s 

n u c l e a r d e t e r r e n t " . 

( i i )	 O p e r a t i o n a l l y t h e r e i s no need f o r a n i m m e d i a t e d e c i s i o n , but t h i s i s an 

i m p o r t a n t m a t t e r to w h i c h y o u and y o u r c o l l e a g u e s w i l l g ive e a r l y 

a t t en t i on , 

( i i i ) Wha t does he th ink about i t ? 

S e c r e t a r y G e n e r a l of N A T O 

4. F o r some t i m e the re has been i n c r e a s i n g d i s s a t i s f a c t i o n w i t h the 

p e r f o r m a n c e of D r . L u n s as S e c r e t a r y - G e n e r a l of N A T O , but n o - o n e has been 

w i l l i n g to take the i n i t i a t i v e i n p u l l i n g the r u g f r o m u n d e r h i m . 
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C h a n c e l l o r S c h m i d t f ee l s s t r o n g l y about the m a t t e r and took the i n i t i a t i v e i n 

r a i s i n g i t w i t h P r e s i d e n t C a r t e r , P r e s i d e n t G i s c a r d and M r . C a l l a g h a n at 

G u a d e l o u p e . V a r i o u s n a m e s w e r e d i s c u s s e d i n c l u d i n g C o u n t D a v i g n o n (the 

B e l g i a n who i s c u r r e n t l y an E E C C o m m i s s i o n e r ) , M . T h o r n ( P r i m e M i n i s t e r of 

L u x e m b o u r g ) and M r . M u l l e y . N o c o n c l u s i o n s w e r e r e a c h e d though t h e r e was a 

good d e a l of s u p p o r t f o r D a v i g n o n . It w a s l e f t that f u r t h e r thought w o u l d have to 

be g i v e n to the m a t t e r . 

5. S i n c e then a c l e a r c o n s e n s u s s e e m s to have e m e r g e d that D r . L u n s ought 

to go , and the U n i t e d S ta tes A m b a s s a d o r , s p e a k i n g on i n s t r u c t i o n s , a s k e d us on 

20th A p r i l fo r ou r v i e w s on the s u c c e s s i o n and i n p a r t i c u l a r on D a v i g n o n . 

M r . B r e w s t e r was t o l d that we c o u l d not c o m m e n t u n t i l a f te r the E l e c t i o n . 

6. The r e a s o n fo r c o n s u l t i n g y o u i n a d v a n c e of C h a n c e l l o r S c h m i d t ' s v i s i t i s 

that i m m e d i a t e l y f o l l o w i n g the U n i t e d S ta tes A m b a s s a d o r ' s a p p r o a c h t h e r e w a s a 

r a t h e r s u r p r i s i n g d e v e l o p m e n t at the N u c l e a r P l a n n i n g G r o u p m e e t i n g i n F l o r i d a 

a t tended by e igh t N A T O D e f e n c e M i n i s t e r s . Tfeie^was a g e n e r a l c o n s e n s u s a m o n g 

the o the r D e f e n c e M i n i s t e r s that t h e y w o u l d be r e a d y to s u p p o r t M r . M u l l e y ! \ \ J 

C h a n c e l l o r S c h m i d t , who i s p a r t i c u l a r l y a n x i o u s that L u n s s h o u l d go and who i s 

a l s o a p e r s o n a l f r i e n d of M r . M u l l e y ' s , m a y w e l l a s k y o u wha t y o u f e e l about t h i s . 

7. G i v e n the c r i t i c i s m w h i c h y o u r P a r t y m a d e i n O p p o s i t i o n of L a b o u r ' s 

h a n d l i n g of o u r de fences I do not i m a g i n e that y o u w o u l d w i s h to see M r . M u l l e y 

a p p o i n t e d : and t h e r e a r e o ther r e a s o n s fo r doub t ing h i s s u i t a b i l i t y fo r t h i s 

p a r t i c u l a r j o b . B u t , i f t h i s i s the c a s e , do y o u w i s h to s e i z e t h i s o p p o r t u n i t y to 

r u n an a l t e r n a t i v e B r i t i s h c a n d i d a t e ? D a v i g n o n i s ab le and a m b i t i o u s but has 

no r e l e v a n t e x p e r i e n c e a n d i n any ca se m a y w e l l see h i s fu tu re i n B e l g i a n 

p o l i t i c s . M  . T h o r n i s g e n e r a l l y thought to be a l i g h t w e i g h t and t h e r e s e e m to be 

no o ther s t r o n g r u n n e r s . It i s qui te p o s s i b l e t h e r e f o r e that we c o u l d get t h i s pos t 

i f we c o u l d c o m e up w i t h a good c a n d i d a t e . T h i s i s s o m e t h i n g y o u m i g h t want to 

have a w o r d about w i t h L o r d C a r r i n g t o n and M r . P y m be fo re C h a n c e l l o r S c h m i d t ' s 

v i s i t . 

T u r k e y 

8. B e c a u s e of y o u r o t h e r p r e o c c u p a t i o n s b e t w e e n now and the S c h m i d t v i s i t 

we have kep t the b r i e f s down to a m i n i m u m . I t h ink h o w e v e r that b r e v i t y has 

been o v e r d o n e i n the ca se of T u r k e y ( p a r a g r a p h 21 of the S t e e r i n g B r i e f and 



p a r a g r a p h s 23 -27 of b r i e f N o . 4) s i n c e th i s i s a sub jec t on w h i c h 

C h a n c e l l o r S c h m i d t has s t r o n g v i e w s . F u r t h e r m o r e the b r i e f t ake s no a c c o u n t 

of the defence a n g l e . I t h ink t h e r e f o r e that y o u ought to see the a t t a c h e d p a p e r 

w h i c h has been p r e p a r e d by an i n t e r d e p a r t m e n t a l g r o u p u n d e r the c h a i r m a n s h i p of 

S i r K e n n e t h B e r r i l l . 

J O H N H U N T 


5th M a y , 1979 
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1. This paper i s the work of an inter-departmental group of o f f i c i a l s . I t 

considers the present c r i s i s i n the Turkish economy; the i n t e r n a t i o n a l e f f o r t 

to "rescue" Turkey (once again); the United Kingdom's i n t e r e s t s and r o l e 


i n that rescue operation; the pressures on us to increase our c o n t r i b u t i o n ; 


and the t a c i c s we might best pursue. 


2. The present c e n t r e - l e f t Government of Mr Bulent E c e v i t (Republican People's 
Party) was formed on 5 January 1978 and i s , l i k e most recent Turkish Governments, 
a c o a l i t i o n . Since the end of l a s t year, the Government has come under 
incr e a s i n g pressure with several r e s i g n a t i o n s from the Government and from the 
RPP. The i n t e r n a l s e c u r i t y s i t u a t i o n has remained c r i t i c a l with a high l e v e l 

of p o l i t i c a l l y i n s p i r e d v i o l e n c e . M a r t i a l law was r e c e n t l y extended to cover 
the greater p a r t of Eastern Turkey where the r i s k of Turkish/Kurdish clashes 
and Kurdish separatims has again surfaced. The long standing d i v i s i o n s between 
the Moslem sects, l e f t and r i g h t , r i c h and poor remain unhealed. On the economic 
fr o n t , the country's s i t u a t i o n i s also very d i f f i c u l t . Hel' Foreign Exchange 
reserves are low ($850 m i l l i o n ) , her debts very large ($13.5 b i l l i o n , of which 
about 60 per cent i s short term), her i n f l a t i o n rate very high^^bo'ut 50 per cent) 
and her unemployed numerous (about 20 per cent of the working po p u l a t i o n ) . 

P o l i t i c a l Considerations 


3. Turkey has been a rough and ready democracy since the mid 1940s and a 
genuine i f unstable one since 1950. I t i s one of the very few democracies 
i n the Middle East region and the developing world. I t i s regarded by many as 
a t e s t case of whether democracy and economic development from a low­
s t a r t i n g p o i n t are compatible. The West's i n t e r e s t i n the p r e s e r v a t i o n of 
democracy i n Turkey i s impossible to quantify, although i t can be argued 
to be substantial, 1 

4. The p o l i t i c a l and s o c i a l i n s t a b i l i t y occasioned by economic, i n t e r n a l 

s e c u r i t y and f o r e i g n a f f a i r s d i f f i c u l t i e s (Cyprus, the Aegean, US arms embargo) 

has l e d to doubts about Turkey's western o r i e n t a t i o n . The upheavals i n 

Pakistan, Afghanistan and Iran have i n t e n s i f i e d the West's worries. A f u l l ­
blooded realignment to br i n g Turkey into c l o s e r a s s o c i a t i o n with the Soviet 

Union or with some new group of Islamic states i s h i g h l y u n l i k e l y . More 
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l i k e l y , i f p o l i t i c a l i n s t a b i l i t y continues, i s a surly and unco-operative 

Turkey, wooed by the Soviet Union, linked more cl o s e l y with the Islamic 

movement, es p e c i a l l y on the Palestine issue, but s t i l l r e l u c t a n t l y dependent 

on the West for markets and supplies. 


5. B r i t a i n has a p a r t i c u l a r i n t e r e s t i n Cyprus which stems not only from 

t r a d i t i o n a l t i e s with that country but also from the presence of the 

Sovereign Base Areas and t h e i r associated f a c i l i t i e s ; these could be threatened 

by any renewal of intercommunal c o n f l i c t . Any so l u t i o n to the Cyprus problem 

requires Turkish co-operation. And a det e r i o r a t i o n i n the current s i t u a t i o n of 

uneasy s t a b i l i t y with de facto p a r t i t i o n would be much more l i k e l y i f Turkey 

were to be alienated or realigned. 


M i l i t a r y and Strategic Considerations 


6. I f Turkey abandoned her Western o r i e n t a t i o n , a number of strongly adverse 
m i l i t a r y consequences would follow for the West, even i f she did not a l i g n 
with the Soviet Union. NATO would lose the control exercised by Turkey over 
the Bosphorous and Dardanelles choke points which give the Soviet Black Sea 
f l e e t i t s only point of e x i t to the Mediterranean. The balance of forces 
between NATO and the Warsaw Pact would also be s i g n i f i c a n t l y a l t e r e d by the 
loss of Turkey's armed forces, which, although subject to serious t r a i n i n g and 
equipment d e f i c i e n c i e s , are large, tough and resolute (her army i s the largest 
i n European NATO). The change would be accentuated i f the Soviet Union chose 
to redeploy against other parts of NATO some of the force of JO Warsaw Pact 
d i v i s i o n s and 1000 s t r i k e a i r c r a f t which at present pose a threat to Turkey 
from Bulgaria and the Caucasus, though her readiness to take t h i s step would 
be l i k e l y to depend upon how clo s e l y Turkey aligned herself with the Warsaw 
Pact. The USA would be denied Turkish s i t e s for important i n t e l l i g e n c e and 
a i r defence surveillance f a c i l i t i e s and the use of Turkish m i l i t a r y a i r f i e l d s . 
And t h i s would follow the loss of s i m i l a r f a c i l i t i e s i n Iran. The m i l i t a r y 
p o s i t i o n would be the more serious i f the Soviet Union were herself able to 
expl o i t Turkish airspace or, worse, given use of Turkey's a i r f i e l d s . 
In that event, the Eastern Mediterranean might become untenable by NATO i n 

time of tension or war. 
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7. A change i n Turkey's alignment would also have implications for Greece 
and the Middle East. Greek rei n t e g r a t i o n into NATO's i m i l i t a r y structure might 
be eased, but the m i l i t a r y threat facing Greece would be increased and Turkey, 
unconstrained by NATO and possible supported by the Soviet Union, might be 
prepared to advance her interests more aggressively i n the Aegean and Cyprus. 
NATO (and the EEC of which Greece butnotTurkey w i l l soon be a member) would 
be l i k e l y to support Greece, thus providing a motive for Turkey to t r y to form 
a l l i a n c e s with other countries, possibly including the Warsaw Pact. With a 
change i n Turkey's stance, the "Northern Tier " against the expansion of Soviet 
influence i n the Middle East would disappear, probably permanently. I f Turkey 
were to become a bridge rather than a buffer, the consequences f o r the whole area 
would be far-reaching. 

Economic Considerations 


8. Turkey has faced successive economic crise s over the past quarter of a 
century. The immediate c r i s i s i s the most acute yet. The balance of payments 
aspect i s p a r t i c u l a r l y d i f f i c u l t . According to l a t e s t OECD forecasts, the 
current account d e f i c i t i n 1979 i s l i k e l y to reach about $2 b i l l i o n , despite 
a major reduction i n imports. Moreover, on Turkey's present p o l i c i e s , the 
current account d e f i c i t i s set to double i n four or f i v e years. 

9. Even i f , as a r e s u l t of current i n t e r n a t i o n a l action, the very d i f f i c u l t 

short-term problems of the Turkish economy are eased, Turkey w i l l require an 

extended period to restructure i t s economy (and i t s debt p r o f i l e ) i n order to 

become independent of continuing large scale external assistance. This w i l l 

require a complete change i n the economic p o l i c i e s which have guided Turkish 

Govenments, of whatever p o l i t i c a l complexion, for decades. They have a l l been 

strongly committed to the concept of rapid growth, with primary attention 

focussed on development of the i n d u s t r i a l sector through heavily protected 

import-substitution industries i n the public sector. Much of the i n d u s t r i a l 

investment has been i n i n e f f i c i e n t projects not well suited to Turkey's 

comparative advantages i n terms of loc a t i o n , natural resources and labour 

a v a i l a b i l i t y . L i t t l e attention has-been paid to the need to generate foreign 

exchange flows through exports. As a r e s u l t most of Turkey's industry i s 

characterised by high cost public sector production and dependence on both 

Government subsidy and a highly protected domestic market. Investment i n 

agriculture has been neglected, foreign inward investment discouraged and 

Turkey's considerable t o u r i s t p o t e n t i a l l a r g e l y unexploited. 


CONFIDENTIAL 



I 
CONFIDENTIAL 


10. Advisers and a i d donors have long recommended a more open economy and 

a more appropriate a l l o c a t i o n of resources, but without success. The external 

assistance that i s eventually required to take Turkey through the short-term 

w i l l be wasted unless the Turks can be persauded to change r a d i c a l l y t h e i r 

economic p r i o r i t i e s and pre-occupation withthe public sector. Only such a 

change can bring any hope of economic recovery and sustainable growth i n the 

medium and longer term. This means that any assistance should include comprehensive 

c o n d i t i o n a l i t y to ensure that i t i s not used simply to fund a continuation of 

past p o l i c i e s . The f i r s t step must be a new agreement between the Turks and 

the IMF to replace the standby agreement that was negotiated i n A p r i l 1978 but 

which lapsed a f t e r the second tranche when Turkey f a i l e d to meet a number of 

performance c r i t e r i a . I t has to be said, however, that experience of past 

crise s i s not encouraging. The Turks w i l l undertake short-term adjustment i n 

order to get foreign assistance. But each time a new 5-year plan appears, 

i t i s a continuation of i t s predecessors. 


11. As f o r the EEC, Turkey has an Association Agreement with the Community 
which brings her only l i m i t e d benefits although the terms are currently being 
improved i n her favour. In some respects however the Community i s taking 
a harder l i n e ; the Germans want to r e s t r i c t Turkey's future r i g h t s to the 
mobility of labour, I t a l y and France are extremely reluctant to agree to any 
improved access for Turkish a g r i c u l t u r a l products and we have i n s i s t e d on 
r e s t r i c t i n g Turkey's t e x t i l e exports to the United Kingdom. Moreover 
f i n a n c i a l aid i n r e a l terms has become less over the years. A l l i n a l l , zhe 
Community i s u n l i k e l y to appear i n Turkish eyes as adopting a very h e l p f u l or 
generous attitude to t h e i r problems, and i n truth Turkish membership of the 
EEC would be a major source of p o l i t i c a l embarrassment to the present members. 
The Turks for t h e i r part are jealous of what they see as p r e f e r e n t i a l treatment 
of t h e i r permanent enemy,. Greece; and they seem incapable of r e a l i s i n g that 
j o i n i n g the Common Market means what i t s name implies; j o i n i n g a free trade area, 
a concept incompatible with a p o l i c y of i n d u s t r i a l i s i n g behind a protective w a l l . 
On the other-hand, i f Turkey can be persauded to make the es s e n t i a l changes to her 
economy, she could i n the much longer run develop a r e l a t i o n s h i p with the 
Community of a kind which i s out of the question at present. This i n turn could 
open up welcome new trading opportunities for the United Kingdom. 
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I n t e r n a t i o n a l Response to the Economic C r i s i s 

12. Western f i n a n c i a l i n s t i t u t i o n s continued to finance Turkey's balance of payments 
d e f i c i t through 1977, e s p e c i a l l y through short-term loans from German, United States 
and Swiss banks. These l a r g e l y ceased i n l a t e 1977 and d r i e d up almost completely 
when the Turks defaulted on loan repayments and were unable to draw the t h i r d 
tranche of t h e i r IMF standby i n l a t e 1978. 

13. Anxiety among western governments about the f i n a n c i a l i m p l i c a t i o n s of a threat of 
def a u l t by Turkey and i t s v i r t u a l economic co l l a p s e were compounded by fears that the 
combinations of economic c r i s i s and a worsening i n t e r n a l s e c u r i t y s i t u a t i o n could 
undermine Turkey's democracy and western commitment. Events i n Iran emphasised the r i s k s 
involved i n allowing the s i t u a t i o n to d e t e r i o r a t e f u r t h e r i n a country as s t r a t e g i c a l l y 
important as Turkey. At the Guadeloupe Summit i n January, i t was agreed that Germany 
would take the lead over measures to help Turkey. Provided that Turkey reached agreement 
with the IMF, these measures would comprise immediate a i d and a medium-term programme 
fo r the Turkish economy, both co-ordinated through the OECD. 

14. I t i s not c l e a r how much immediate assistance the Turks w i l l need. Estimates of 
t h e i r net balance of payments d e f i c i t f o r 1979 ( a f t e r c r e d i t i n g commercial bank 
lending, debt rescheduling, p o s s i b l e IMF support, and continuing p r o j e c t a i d under 
e x i s t i n g programmes) are i n the region of $1^ b i l l i o n . The f o l l o w i n g o f f e r s of 
assistance have so f a r been made, but i t i s not yet c l e a r how f a r they represent new 
money or what they mean i n p r a c t i c e . The United States subject to congressional 
approval intends to contribute some $200 m i l l i o n towards the immediate a i d package 
f o r Turkey, ($100 m i l l i o n i n economic a s s i s t a n c e , $50 m i l l i o n i n m i l i t a r y equipment 
and $50 m i l l i o n i n export c r e d i t s ) ; Germany intends to contribute a commodity c r e d i t 
of $100 m i l l i o n , which may be increased; France envisaged p r o v i d i n g FF300 m i l l i o n 
(some $68 m i l l i o n ) , two-thirds of i t i n export c r e d i t s . B r i t a i n has committed 

£7.5 m i l l i o n (some $15 m i l l i o n ) i n programme a i d and has r e c e i v e d top l e v e l 
approaches from both the United States and the FRG to do more. Other OECD countries 
have been canvassed f o r c o n t r i b u t i o n s . Some have responded p o s i t i v e l y ; some have 
dec l i n e d to p a r t i c i p a t e and others have s a i d that they w i l l not do more than the 
smallest contributor from the Guadeloupe countries. 

15. The Turks themselves have sought to drum up f i n a n c i a l assistance from Arab 
sources, i n p a r t i c u l a r Libya and Saudi Arabia The Saudis have agreed to put 
up a loan of $250 m i l l i o n f o r p r o j e c t a i d , which however does not help with Turkey's 
immediate f i n a n c i a l c r i s i s . The Libyans have promised help with both o i l 
supplies and c r e d i t s but no f i r m f i g u r e s are a v a i l a b l e . Turkey i s the l a r g e s t non­
communist r e c i p i e n t of Soviet a i d but t h i s too i s long-term p r o j e c t a i d . The 
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Rus^Bans have shown no i n c l i n a t i o n to provide f i n a n c i a l a i d . The Turks are 

also seeking s u b s t a n t i a l m i l i t a r y assistance from NATO (some $3 b i l l i o n 

over the 5 years 1979-83). The United Kingdom i s considering the o f f e r of 

a small quantity of surplus m i l i t a r y equipment. Offers of equipment and 

f i n a n c i a l a i d have so f a r been made by the USA, Germany and Norway. 


The United Kingdom P o s i t i o n 

16. In a d d i t i o n to the £7.5 m i l l i o n f o r immediate a i d , the United Kingdom 
share of the EEC's various commitments to Turkey under the T h i r d and 
Supplementary F i n a n c i a l P r o t o c o l s to the EEC/Turkey A s s o c i a t i o n Agreement 
amounts to $100 m i l l i o n . To t h i s must be added a f u r t h e r $20 m i l l i o n as the 
United Kingdom share of the Community's package of emergency assistance which 
i s being mounted alongside the Guadeloupe exer c i s e . The EEC commitments 
are due to be disbursed over the next two years; and are a l l chargeable against 
the a i d programme. In a d d i t i o n we are r e f i n a n c i n g a i d debts of £3.7 m i l l i o n 
i n 1978-79 and are l i k e l y to have to provide s i m i l a r amounts i n the next 
2 years. 

ECGD Cover 


17. On the export c r e d i t s side, ECGD has already p a i d claims t o t a l l i n g 
some $120 m i l l i o n and has outstanding l i a b i l i t i e s of $330 m i l l i o n . This 
includes some $245 m i l l i o n i n respect of i n d u s t r i a l p r o j e c t s which have not 
been completed and which ECGD would not normally have continued to support, 
but have agreed to do so i n the l i g h t of the Guadeloupe d e c i s i o n . A l l t o l d 
something l i k e $600 m i l l i o n of Government money i s therefore t i e d up i n 
Turkey. We cannot yet say how much, i f any, of t h i s w i l l count as a i d 
f o r the purposes of the assistance package. We hope to agree on a d e f i n i t i o n 
at an 0ECD meeting on 4 May. 

18. Exports c r e d i t s are bound to be an important issue i n any d i s c u s s i o n s 

on a i d to Turkey. The Americans and the French are i n c l u d i n g export c r e d i t s 

i n t h e i r c o n t r i b u t i o n s , and are sure to r a i s e the issue of resumption of 

export c r e d i t insurance cover by ECGD. ECGD's losses on Turkey are the 

heaviest so f a r encountered i n i t s h i s t o r y . Turkey i s not meeting a l l of 

the payments f a l l i n g due under the Rescheduling Agreement and a f u r t h e r 


\ 


rescheduling of debt guaranteed by the Department - the f o u r t h i n 15 years ­
seems i n e v i t a b l e . The ECGD's basic remit i s to exercise a reasonable 

judgment of r i s k s and on t h i s basis there i s no prospect of an e a r l y 

resumption of export c r e d i t cover. 
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±̂ 9. Even under i t s Section 2 (national i n t e r e s t authority) ECGD i s required 

to avoid unduly hazardous r i s k s . Before the Export Guarantees Committee could 

recommend further cover, i t would therefore need to be s a t i s f i e d with Turkey's 

performance i n honouring the e x i s t i n g debt agreement and i t s a b i l i t y to meet 

further commercial payments promptly. I t seems l i k e l y to be some time before 

these conditions could be s a t i s f i e d . In the meantime the provision of export 

c r e d i t cover could only be regarded as a disguised (and less h e l p f u l ) form of 

development aid. I f th i s option were to be pursued, e a r l i e r assurances to 

Parliament would make i t necessary to reveal p u b l i c l y that ECGD was being used 

for aid-giving purposes. 


Conclusions and P o l i c y Options 


20. B r i t i s h p o l i c y towards Turkey has been based on a number of B r i t i s h and 

Western i n t e r e s t s . The c r u c i a l one i s that Turkey should remain Western 

orientated and a member of NATO. Others are that the Turkish economy should 

be healthy and vi a b l e , that democracy should be preserved and that Turkey should 

be co-operative over a settlement of the Cyprus problem. A l l these i n t e r e s t s 

may be at r i s k i f the Turkish economy deteriorates further and, i n p a r t i c u l a r , 

i f balance of payments d i f f i c u l t i e s lead to further r e s t r i c t i o n of imports and 

to s t i l l higher unemployment. Yet, as the analysis i n paragraphs 7-9 shows, the 

cost of underpinning the Turkish economy i n the medium term would be very high. 

A measure of the problem i s that Turkey's balance of payments d e f i c i t i s 

currently about the same as her earnings from exports ( i n t e r e s t payments alone 

amount to about a t h i r d of export earnings), and the p o s i t i o n i s expected to 

get worse. 


21. The chances of Turkey reforming the economic p o l i c i e s followed for decades 

and in eff e c t changing her whole economic ethos, so that balance i s restored and 

foreign subsidies dispensed with, are poor. A f u l l B r i t i s h iiare i n the sort of 

medium-term aid e f f o r t l i k e l y to be required would necessitate a s i g n i f i c a n t 

r eorientation of our general aid p o l i c i e s and a f f e c t public expenditure 

p r i o r i t i e s . 


7 

I CONFIDENTIAL 



CONFIDENTIAL 


22. The Uunited States and Germany have both e v i d e n t l y concluded that Turkey's 

s t r a t e g i c importance d i c t a t e s a f u r t h e r major attempt to b o l s t e r the Turkish 

economy. I t i s not c l e a r that they have q u a n t i f i e d a l l the i m p l i c a t i o n s and are 

prepared to provide massive a i d on a continuing b a s i s . But, i n the short term 

at l e a s t , they have decided to take the lead over i n t e r n a t i o n a l help: they look 

to the United Kingdom and France, as fellow members of NATO and f e l l o w 

p a r t i c i p a n t s at Guadeloupe, to help 


23. On the face of i t , the United Kingdom o f f e r of £7.5 m i l l i o n w i l l be 
regarded byothers as d e r i s o r y . We could of course argue that, taken with our 
other commitments to Turkey, i t i s not a n e g l i g i b l e sum. But we are bound 
to come under f u r t h e r pressure from the Americans and Germans, as well as from 
the Turks themselves, to increase i t , p a r t i c u l a r l y since other p o t e n t i a l donors, 
f o r example the Japanese and the Dutch, have s a i d that they w i l l not put 
up more than the lowest Guadeloupe c o n t r i b u t o r , and the Canadians, though w i l l i n g 
i n p r i n c i p l e to help, are holding back u n t i l they know e x a c t l y how much the 
Guadeloupe Four are c o n t r i b u t i n g . 

24. The s t r a t e g i c i m p l i c a t i o n s of the West's w i l l i n g n e s s to a i d Turkey are 
very important. A f a i l u r e to provide a i d would, f o l l o w i n g Iran, underline 
the West's unwillingness (or i n a b i l i t y ) to help i t s f r i e n d s . But the b i l l could 
be very high and Western i n t e r e s t s could remain at r i s k even i f i t i s met. 
We could have doubts whether f u r t h e r United Kingdom c o n t r i b u t i o n s to the Save 
Turkey Fund would be money well spent but are u n l i k e l y to be able to avoid 
looking again at our o f f e r . T a c t i c a l l y our best course f o r the moment i s 
probably to s t i c k to £7.5 m i l l i o n f o r the emergency a i d package and take 
c r e d i t f o r our continued support of the Turkish i n d u s t r i a l p r o j e c t s financed 
by ECGD, and f o r our commitments to h e l p i n g other countries such as Jamaica. 
Before any further commitment i s made to Turkey - and any l a r g e r commitment would 
be d i f f i c u l t to f i t i n t o the a i d programme f o r 1979-80 and 1980-81 ­
which i s already very h e a v i l y committed we should seek to e s t a b l i s h more 
c l e a r l y the prospects f o r eventual v i a b i l i t y i n Turkey, the w i l l i n g n e s s of 
other Western a l l i e s to underwrite the Turks on the scale l i k e l y to be 
necessary and the adequacy of the o v e r a l l United Kingdom e f f o r t i n comparison 
with that of our a l l i e s . 
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