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The Turkish Republic of Northern Cyprus and its Economy

1. Brief History

The Republic of Cyprus was established by the Greek and Turkish Cypriots in 1960, after long talks and agreements signed in London and Zurich by Turkey, Greece, Great Britain, Greek and Turkish Cypriots. However, the republic lasted only three years. During this  period, the Turkish Cypriots had achieved a relatively faster economic growth than the Greek Cypriots in the unified economy, as the Turkish Cypriots had better job opportunities than the Greek Cypriots. 

Between 1963 - 1974, Turkish Cypriots comprising about 18% of the island's population, were forced to live on 3% of the island in enclaves, and they were subject to frequent Greek Cypriot attacks. So,  it is very hard to talk about a Turkish Cypriot economy in this period, as they had very limited resources and their first priority was to stay alive against the Greek Cypriots attacks (House of Commons, Foreign Affairs Committee, 1987: xii).

A coup aiming to unite Cyprus with Greece, carried out against the Greek Cypriot leader Archbishop Makarios in 1974 by a group of Greek Cypriots and Greek officers led by Nicos Samson had endangered the lives of the Turkish Cypriots and the independence of Cyprus. Turkey, using its rights from the London and Zurich agreements, intervened, and eventually, Turkish Cypriots moved to the North and the Greek Cypriots moved to the South and the island was de facto partitioned. 

Turkish Cypriots established their own economy in the North and Greek Cypriots in the South. Since that time, Greek Cypriots have been receiving vast amount of foreign financial aid from various sources, and using all the privileges of being recognized as the "Cyprus Government", managed to achieve a fast rate of economic growth. On the other hand, the Turkish Cypriot economy grew slower due to being unrecognized internationally and the economic embargoes applied. Besides, they faced some domestic problems such as overemployment and inefficient public sector administration, and unprofitable state economic enterprises (Bicak and Altinay, 1995: 16-23).

The official macro economic statistics on economic well-being and the social welfare indicators given and observed in North Cyprus appear to be inconsistent. Using official statistics of North Cyprus as an indicator of the welfare of the Turkish Cypriots do not reflect the facts and their comparison with the economic indicators of South Cyprus could be misleading.

2. Gross National Product and Adjustments

A limited number of studies has tried to assess the economic development of North and South Cyprus economies. The usual trend of arguments starts with considering the officially given economic indicators such as Gross National Product (GNP) and per capita GNP (Bicak and Altinay, 1995: 8-16). Table 1 reveals the recent official statistics of North and South Cyprus economies for the year 1996. The official GNP of North Cyprus is $773.9 m., and for South Cyprus, it is $8,918.5 m. These numbers lead to $4,222 per capita income for Turkish Cypriots and $13,649 for Greek Cypriots.

Some recent studies show that both economies have a certain amount of unrecorded output that mounts up to quite substantial figures (Besimler, 1995; Georgiou, and Syrichas, 1994). The methods utilized in preparing the national income statistics are often not capable of capturing  the unrecorded output, and that is why there is a discrepancy between the official statistics and the real life. The estimated unrecorded output for North Cyprus is 70 %, and for South Cyprus it is 12 %. In the light of these findings, adjustments are made to the official statistics, and the GNP of North Cyprus increased to $1,315.6 m., and the adjusted GNP for South Cyprus increased to $9,988.7 m. As a result, both economies appeared to have higher levels of GNP and GNP per capita. While the GNP per capita in South Cyprus rose to $15,325, the adjusted GNP per capita for North Cyprus increased to $7,178. In the official statistics, South Cyprus appears to have 3.2 times higher GNP per capita than the North Cyprus, while in reality (with adjusted figures) this is only 2.1 times more.

Table 1. Official and Adjusted GNP's of North and South Cyprus in 1996 (m.$).
	
	North Cyprus 
	% of Total
	South Cyprus 
	% of Total
	Total 

	Population
	183,290 
	23.5
	651,800 
	76.5
	852,387 

	GNP (official)**
	773.9 
	8.0
	8,918.5 
	92.0
	9,692.4 

	GNP(Adjusted)*** 
	1,315.6 
	11.6
	9,988.7 
	88.4
	11,304.3 

	Per C. GNP (Off.) 
	4,222.3 
	-
	13,648.9 
	-
	-

	Per C. GNP (Adj.) 
	7,177.7 
	-
	15,324.8 
	-
	-


Sources:
1. State Planning Organization, TRNC (1996): l. 

2. Cyprus in Figures, South Cyprus (1997): 13.
Notes: 
* - The figure is the de-facto population of the TRNC. 

** - For South Cyprus the figure is provisional (Cyprus in Figures (1997): 13). 

  - Exchange Rates for 1996: 

$1 = 82,150.5 TL (SPO (1996):11) 

$1 = 0.46729 CP (Cyprus in Figures (1997):28) 

*** - Unrecorded economy is 70% for North Cyprus (Besimler, M., 1995) and 12% for South 

Cyprus (Georgiou, G. and Syriohas, G., 1994: 125-143). 

See a paper by H.A. Bicak and U. Akifler : “Two Economies on an Island” which is 
also available at this web site http://cmpe.emu.edu.tr/dautekmer/medisat_trnc_info.doc
The following information is supplied by the State Planning Organization of the Turkish Republic of Northern Cyprus, on the Major Economic Indicators of Northern Cyprus in 1998, estimates for 1999, and planned targets for 2000:

	Northern Cyprus Economic Indicators
	1998

(Actual)
	1999

(Estimated)
	2000

(Prog. Targets)

	GNP (Million US$)
	885.5
	940.7
	990.1

	GDP (Million US$)
	876.6
	933.4
	982.3

	GNP per capita (US$)
	4,336
	4,554
	4,793

	Inflation rate(%)
	66.5
	60.0
	50.0

	
	
	
	

	Real Growth Rate of GNP (%)
	5.1
	4.9
	5.3

	Population (mid year)
	204,219
	206,562
	208,893

	Unemployment rate (%)
	0.98
	
	

	
	
	
	

	Literacy Rate (%)
	93.5
	93.5
	93.5

	Working Population
	84,807
	86,997
	89,045

	
	
	
	

	Import (Million US$)
	390.1
	401.6
	421.2

	Export (Million US$)
	53.4
	51.1
	54.0

	Trade Deficit (Million US$)
	-336.7
	-350.5
	-367.2

	Export/Import Ratio (%)
	13.7
	12.7
	12.8

	Import/GNP (%)
	44.1
	42.7
	42.5

	Export/GNP (%)
	6.0
	5.4
	5.5

	
	
	
	

	Tourist Arrivals (total persons)
	393,027
	417,350
	434,044

	From Turkey
	315,797
	340,100
	355,916

	Other Countries
	77,230
	77,250
	78,128

	Net Tourism Revenue (million US$)
	186.0
	195.3
	205.1

	
	
	
	

	Balance of Payments (Million US$)
	
	
	

	I. Current Accounts
	
	
	

	Foreign Trade Balance
	-336.7
	-350.5
	-367.2

	Invisible Account Balance
	274.0
	287.3
	300.5

	CURRENT ACCOUNT BALANCE
	-62.7
	-63.2
	-66.7

	II. Capital Movements
	
	
	

	CAPITAL MOVEMENTS BALANCE
	171.7
	145.5
	153.2

	GENERAL BALANCE
	109.0
	82.3
	86.5

	III. Changes in Reserves
	-102.7
	-81.0
	-86.5

	IV. Net Errors and Omissions
	-6.3
	-1.3
	0,0

	
	
	
	

	Sate Revenues and Expenditures
	
	
	

	Local Revenues (Million TL)
	62,798,381.2
	114,458,199.7
	183,095,768.4

	(Million US$)
	239.9
	276.3
	294.6

	Expenditures (Million TL)
	105,910,719.5
	190,253,476.6
	307,392,982.8

	(Million US$)
	404.6
	459.2
	494.7

	Foreign Aid and Loans (Million TL)
	43,112,338.3
	75,795,276.8
	124,297,214.3

	(Million US$)
	164.7
	182.9
	200.0

	Government Budget/GNP (%)
	45.7
	48.8
	50.0

	
	
	
	

	Sectoral Distribution of Gross
	
	
	

	Domestic Product (%)      
	
	
	

	Agriculture
	7.7
	8.3
	7.9

	Industry
	12.4
	12.0
	11.9

	Construction
	8.4
	8.7
	4.3

	Trade and Tourism
	16.6
	16.3
	15.7

	Transport and Communication
	11.7
	11.9
	11.5

	Financial Institutions
	6.3
	6.5
	8.7

	Ownership of Dwellings
	5.3
	5.2
	2.7

	Business and Personal Services
	8.1
	8.1
	8.9

	Public Services
	16.9
	16.5
	19.7

	Import Duties
	6.6
	6.5
	8.7


1998 1$= 261,777


Source : State Planning Organization, TRNC
1999 1$=414,308   (forecast)

2000 1$=621,408   (forecast)
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