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Political	Highlights	of	the	Week

Table	of	6	meets:	The	table	of	6	met	to	conclude	their	first	round	of
meeting.	The	 table	seems	 intact.	The	press	 release	 included,	among
other	 things,	 the	 commitment	 of	 the	 table	 to	 come	 up	 with	 a	 joint
candidate	 for	 the	 presidential	 elections.	 The	 leaders	 seem	 to	 be
getting	 along	 nicely.	 They	 need	 to	 signal	 this	 to	 their	 lower
chambers	where	there	is	more	unrest.
	
The	 left	 united:	 On	 August	 20,	 left-wing	 organizations	 in	 Turkey
formed	 the	 Union	 of	 Socialist	 Forces,	 a	 new	 electoral	 alliance.	 The
alliance	 comprises	 the	 Communist	 Party	 of	 Turkey	 (TKP),	 the
Revolutionary	Movement	(Devrim	Hareketi),	the	Left	Party	(Sol	Party)
and	 the	Communist	Movement	of	 Turkey	 (TKH).	Whether	 this	new
alliance	 will	 nominate	 someone	 for	 the	 presidential	 election
will	matter.
	
Singer	Gülşen	arrested:	Turkish	pop	star	Gülşen	has	been	arrested
on	 suspicion	 of	 "inciting	 hatred	 and	 enmity"	 after	 she	made	 a	 joke
about	 religious	 schools.	 The	 footage	 was	 from	 4	 months	 ago.	 The
prosecutors	 are	 known	 to	 be	 much	 more	 sympathetic	 to	 other
comments	on	religious	schools	made	by	individuals	in	the	recent	years
that	 are	 in	 support	 of	 the	 government.	 What	 makes	 Gülşen
different	is	her	life	style	and	political	orientation.
	

Issue	in	focus:	How	rational	is	the
electorate?

Please	take	a	second	 look	at	 the	graph	above.	This	graph	shows	the



share	of	AK	Party	voters	that	now	say	they	are	“undecided”	or	“would
not	vote”.	It	is	what	this	piece	is	about.
	
For	economists	macroeconomic	risks	 first	appeared	back	 in	winter	of
2018	 when	 it	 was	 revealed	 two	 some	 large	 companies	 reported
difficulty	 in	servicing	their	FX	debt.	That	was	the	beginning	and	then
came	the	Pastor	Brunson	episode	with	the	US	and	by	fall	2018	the	lira
had	destabilised	and	inflation,	particular	over	food	prices	started	to	hit
the	 household.	 Then	 came	 COVID.	 But	 amidst	 all	 the	 negative
developments	 economic	 management	 was	 replaced	 and	 Turkey’s
outlook	 started	 to	 look	 positive.	 I	 remember	 delivering	 an	 economy
presentation	to	a	group	of	real	sector	representatives	back	in	October
2021.	What	 I	 said	 then,	 looking	 at	 the	 leading	 indicators,	was	 that
there	 is	 light	 at	 the	 end	 of	 the	 tunnel	 and	 it’s	 not	 a	 truck
coming	our	way.	We	had	not	seen	the	impact	of	the	low	interest	rate
policy	that	was	started	in	September	2021	just	yet.	Then	Nebati	was
appointed	as	chief	of	economy	and	in	December	2021	he	announced
that	 the	 new,	 Turkish	 Economy	 Model,	 that	 basically	 targeted	 low
interest	 rate	 and	depreciated	 lira	 in	 an	 attempt	 to	 increase	 exports,
turn	 the	 current	 account	 deficit	 positive.	 The	 incoming	 investment
would	eventually	help	lira	appreciate	and	inflation	would	come	down.
None	of	the	intended	outcomes	of	the	model	were	achieved.	
	
The	rest	is	history.	Ever	increasing	inflation	and	decreasing	purchasing
power	has	been	the	fate	of	the	household.	While	President	Erdoğan
insists	 on	 the	 monetary	 policy,	 they	 government	 recognizes
the	pain	of	 the	household.	 To	mitigate	 the	devastating	 impact	of
inflation,	 unemployment	 and	 low	 wages	 the	 government	 tries	 to
intervene	with	short	term	solutions.	
	
It	 first	 began	 with	 the	 50%	 minimum	 wage	 increase	 in	 December
2021.	Then	another	raise	of	30%	in	 July	2022.	As	can	be	seen	in	the
graph,	 in	 the	 immediate	 aftermath	 of	 the	 increases	 the	 share	 of
undecided	 decrease	 among	 AK	 Party	 supporters	 almost	 by	 4	 ppt	 in
both	 instances.	 So,	 it	 works,	 albeit	 for	 a	 short	 period	 of	 time	 and	 it
appears	with	a	shortening	half-life.	In	July,	minister	of	family	and	social
services	announced	that	4mn	additional	people	would	receive	support
from	the	government.	Finally,	 it	was	announced	last	week	that	a	 law
will	be	enacted	to	begin	the	process	of	clearing	the	enforcement	and
foreclosure	debts	of	low-income	citizens	for	utility	bills	under	2500	lira
(approximately	140	USD).	This	is	expected	to	impact	6	mn	people	and
cost	30	bn	lira	(~1.6bn	USD).	Our	graph	tells	us	this	will	help	AK	Party.
But	 it	 is	very	clear	 that	 if	an	 individual	 is	not	able	 to	pay	utility	bills
that	cost	2500	tops,	this	will	provide	a	relief,	but	that	individual	is	very
likely	 to	 find	 himself	 in	 the	 same	 situation	 very	 soon	 because	 his
income	 will	 not	 change	 whilst	 the	 utility	 bills	 will	 increase	 in	 the
coming	months.	Thus,	the	government	is	providing	a	very	short
term	relief	for	the	low	income	households	missing	once	again
addressing	the	core	of	the	problem.	The	question	is	for	how	long
the	 government	 can	 continue	 to	 spend	 so	 freely?	 Simple	 answer	 is
that	as	long	as	you	have	the	authority	to	mint	money	and	elections	in
10	 months,	 you	 could	 keep	 this	 up	 forever.	 Besides,	 in	 August	 we
have	seen	unidentified	sources	of	FX	income	appearing	in	the	central
bank	balance.
	
In	short,	AK	Party	is	doing	the	right	thing	to	help	its	chances.	But	the
relevant	question	for	the	elections	is	how	6mn	people	became	unable
to	 pay	 utility	 bills	 that	 cost	 2500	 lira	 at	 most?	 AK	 Party	 needs	 to
address	the	core	of	the	issue	while	trying	to	mitigate	the	downfall.	



	
Finally,	a	word	for	the	sometimes	too	optimistic	opposition.	Our	focus
groups	reveal	that	AK	Party	supporters	only	characterize	the	economic
situation	as	unbearable	and	voice	some	 level	of	 resentment	 towards
the	 government	with	 reference	 to	what	 has	 been	 happening	 for	 the
past	 6-8	months.	So,	 the	emotional	 threshold	 for	 the	AK	Party
electorate	of	20	years	appears	 to	be	much	higher	 than	what
the	rational	voter	theories	suggest.	

Follow	 us	 for	 more	 up-to-date	 analysis	 of	 developments	 in	 Turkey

regarding	the	upcoming	elections;	where	we	will	be	putting	them	into

context	 and	 offer	 insights	 and	 informed	 and	 data	 driven

explanations.	

İstanbul	Economics	Research
www.researchistanbul.com

This	email	was	sent	to	{{contact.EMAIL}}

Unsubscribe

file:///var/www/html/public/%7B%7B%20unsubscribe%20%7D%7D

