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After the Second World War, Turkey's economic catching-up with the developed countries 
has been a lagged process and has only accelerated recently. Several self-reinforcing 
economic and political factors shaped Turkey's relatively slow and uneven growth path. 
Among them, the weak macro-financial stability and boom-bust character of growth have 
played a prominent role, in particular since the 1980s. During 1950-1980, when Western 
Europe enjoyed strong growth, in Turkey the anaemic catching-up process was mainly driven 
by inward-oriented and state-led economic policies. The economic liberalisation process 
which followed in the 1980s had not been spared by stop-and-go reforms, political instability, 
inadequate macro-economic policies and an insufficient strengthening of the institutional and 
regulatory environment, in particular in the banking sector. As a consequence, successive 
economic crises took place in the 1990s and culminated with the severe 2000-2001 financial 
and economic crisis.  

This paper aims at assessing how the current economic crisis which affects not only Turkey, 
but is unfolding at a global scale, compares with the crises that engulfed Turkey in the 1991-
2000 decade. It is rather obvious from the onset that while in the 1990s the triggering factors 
of economic instability were largely domestic, the current crisis developed and aggravated in 
parallel with the international financial and economic turmoil. The acknowledgement of 
different sets of triggering factors, domestic vs. external ones, does not impair the usefulness 
of comparing Turkey's behaviour in the two crises, in order to reveal whether previous policy 
shortcomings in the macro-economic and structural areas may have been corrected. The 
conclusions are of utmost importance for assessing the sustainability of the accelerated 
economic convergence process on which Turkey embarked after the 2001 crisis. A cursory 
look at Turkey's performance in the current crisis shows that the country has managed to 
weather the global stormy conditions relatively well, by avoiding the lapse into a full-fledged 
currency and financial crisis. Although activity in the real sector contracted sharply mainly as 
a result of both collapsing external demand and strongly declining domestic demand, a 
financial crisis similar to past episodes was avoided. One could conclude that economic 
reforms introduced since the 2001 have paid off and the economic evolution in the current 
crisis marks a clean break with the past. At the same time, developments related to the timing 
of the economic slowdown, the fairly large correction of the exchange rate, concerns 
regarding the external indebtedness of the private sector and capital outflows and the 
numerous voices calling for policy anchors - such as the introduction of binding fiscal rules or 
a new IMF arrangement - would indicate that the Turkish economy still retains some of its old 
vulnerabilities. The paper concludes that Turkey's economic performance broadly validates 
the success of previous bold reforms so far. With regards to the domestic policy response in 
the crisis, a continuation of structural reforms, and in particular of prudent and credible fiscal 
policies, is likely to strengthen the recovery and enable Turkey preserve its good prospects for 
sustained real-convergence with the European Union. 
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