
 

 

The Turkish Lira 

depreciated sharply in 

2018. This led to an 

increase in inflation, 

with food prices hitting 

the roof—a serious 

concern for the poor. 

Facing a shrinking 

economy and increasing 

unemployment, the 

government introduced 

new social assistance 

programmes and set up 

sale points where 

selected food items are 

sold at below cost. The 

fact that these 

programmes were 

launched on the eve of 

the local elections could 

be interpreted as short-

term political 

manoeuvres. 
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Description 

In 2018, the Turkish Lira depreciated by 

42% against the US Dollar and 34% 

against the Euro (January averages in 

2018 and 2019). Although the exchange 

rate improved relative to its peak in 

August, the real exchange rate index 

(base year 2003) was at 75.61. 

As Turkey is heavily dependent on 

imports, especially on energy, this 

depreciation quickly translated into 

higher prices. The inflation rate reached 

20.3% in 2018 according to Turkstat, far 

higher than the single digit annual 

inflation between 2002 and 2017. Food 

prices increased by almost 25%, and 

electricity and natural gas prices, on 

average, by 45% and 27%, respectively. 

Low-income groups have been heavily 

hit by the rising cost of food and energy.  

A sharp slowdown in the economy was 

also felt in the third quarter of 2018, 

partially as a result of higher interest 

rates and government budget cuts, and 

the economy shrank by 3% in the fourth 

quarter, while the unemployment rate 

increased sharply in December 2018 to 

13.5%—versus 10.4% a year earlier. 

With increasing discontent among the 

poor, the government decided to take a 

number of measures. In January 2019, 

social assistance expenditure increased 

by 39.2% in real terms. In addition, the 

government put three new policies into 

effect to further alleviate the conditions 
of the poor. 

First, a new social assistance 

programme was launched whereby the 

government pays the electricity bills of 

those deemed to be in need. The 

programme covers monthly electricity 

consumption up to 150 kilowatts per 

hour for households dependent on social 

assistance, equivalent to about an 80 TL 

(€13) electricity bill. The main reason for 

paying the bill directly rather than 

providing cash assistance may be to 

assist private energy companies that are 

facing difficulties in collecting payments 

from the poor. Implementation began in 

March 2019, and this new scheme will 

cover more than 2 million households 

who belong to the regular social 

assistance programme. 

Second and most important, the 

government initiated a set of campaigns 

against high food prices. The 

government blamed supermarket 

chains/intermediaries/wholesalers for 

hiking up prices. It then took action 

against supermarkets and wholesalers 

suspected of price gouging and 

hoarding. The Ministry of Trade 

subsequently developed a smart-phone 

application enabling people to report 

traders suspected of overpricing. 

Recently, the government decided to 

open distribution centres in Istanbul and 

Ankara, along with several provincial 

cities, to sell heavily subsidised food 

items (basic fruits and vegetables and, 

lately, pulses). It has been announced 

that these centres are temporary, for a 

period of two-and-a-half months, 

coinciding with the local elections. They 

can only provide a tiny amount of daily 
sales, thus necessitating a cap on each 

item sold. Locals nevertheless rush to 

these centres, located in poor 
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neighbourhoods, even if it means 

waiting in a queue for quite some 

time. There are indications that the 

prices of various items are lower 

than their prices at production sites; 

a clear signal that they are highly 

subsidised. 

Finally, import duties on certain food 

items, such as onions, have been 

reduced or eliminated. 

 

Outlook and 
commentary 

Turkey is still taking patchy 

measures to deal with the poverty 

issue, rather than launching a long-

term strategy that would necessitate 

structural reshaping. The 

government’s recent response to the 

impact of increased inflation on the 

poor reflects this fact.  

As is known, eligibility for social 

assistance involves means-testing. 

This is criticised on the ground that 

injustices may occur in the testing 

procedure—which also applies 

mutatis mutandis to the support 

provided to poor families for their 

electricity bills. 

The policy of selling subsidised 

food at distribution centres in only 

selected big cities constitutes a 

serious injustice, as it is not 

applied systematically across the 

country. This was announced as a 

temporary measure. Its social 

costs should also be taken into 

account, as locals have to wait in 

queues. The policy’s immediate 

impact on food prices in general 

seems to be limited. The price 

index calculated by the Istanbul 

Chamber of Commerce shows that 

food prices increased by 1.45% for 

February 2019 on a monthly basis. 

Although difficult to predict, this 

policy could hamper the system of 

production and distribution of 

foodstuffs in unpredictable ways if 

continued for a long time. Finally, 

this action can be interpreted as 

dumping, financed by general 

taxes. 
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