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whot lı lsl

Accoİdino to lhe conventlonol wl§dorn of intornotionol €cono-
mlcs. countriea should trod6 freely with ono onoth9r. And the lnter-
notlonol pricos oİ ooodg determinod by morkot foİceŞ of freo tİodo
wllt 8how whlch good§ witl be produced ln o country occordlng lo
tho foctors endowment ond the comp€rotive odvontoge of thot
counry. But tho leochlng of clossicol aconomics coused f.uatrctl-
ons fo, mony countİieg of tho world whlch ospired to produce lndust,
rlol ooods, to d€velop ond to tı€com€ more ind6pendent. Tho§e
frustrotions becom6 tho source of lntgİfelenca by govormonts to
th€ 

'.o€ 
pıoy o' lnlemotaonol mork9t to.c€s.

ın theory, comporotive odvontog€s belno consldored ln o dyno,
mlc woy thot la rutur€ compolğtİv9 odvontogos becomo jmpoİtont.

ln prqctico lndustriqlizotlon hos been concoived by oovornmenı§ os
o mo|or ospirotlon to ochievo ond olao considorod to bo tha bosic
strotegy of on ovar oll devolopment.

Addltlonolly o porticulor type ot lndu§trlolizotlon thot i§ 'lmpoİt
8ubstltutjno induştrlolizotion' (lsl) hos become o w|dospr€od po-
licy. whlch con bo defined os tho dome§tlc production o' goods
provlously lmportod. Thg şımpIest mechonlsm of this policy ln o
morket oconomy ls to lmpo6e limltot|ong on lmports. lsl con olso
b9 consldorod os o 6ub§et of mor€ generol oİthodox 'lnword_loo-

kino' dovolopment strotğgl€8.

why |sl ı. chocon

Thoro olo sğvorol rooson8 for the preİelonco ot ısı strot€gy.
Flrst ol oll thls colls fol k€oplng out lmports, whıch is o to6k mcat

oovg.ment9 con occompll§h 6osily.

(') M.mt r ol th. t!.chlng .ürr, ü. a.colty of aüdn.rı Admlnl.iritlon. lfuy-
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socondly, bolonco of poyments dlfficultles odds to the ottroc-
tlveness of this opprooch. ln genelol the soving of forolgn oxchonge
through ls hog boen se6n os on'eosior optıon'thon the oornlng of
oddjtionoı toİeign exchonge through monufocturod ooods expoİts
whlch require breoking into new morkols ond tho devising ond
lmplem€ntotion ot successful export plomotlon pollcjes, Thi§ couİ_
s9 of octlon is not lmposslble but ls moro dltficult thon lsl.

Thirdly, ls| will creote lnvostment opponunitİ6s in tho oco-
nomy. becouse keepjng out previously impo(od goods wjll encouroge
th€ir dome§tic production (,l ).

Fourthly, !sl ovoİds the uncertolntiea of estlmoting ond the
hozordg of creot|ng new morkets for the new industries to be es-
tobİished; 

'or, 
by shutting ofr'imports, it secure§ on olreody estob-

lished morket of known djmention9 for tho lndustrlos to bo creot€d.
ıntoct lt ls the growth of lmports which subsequently jnduces do_
mestic ploductİon; in offerlng proof thot o moİket oxist€, the im-
ports con fulfill the importonı function of demond formotion olid
domond İeconnolssonce for thg countfy's ontrepr€neuls (2).

Lostly, support lor import §ub§tltutlon comes portly flom on
oppeol to tho oxperience of lndustrlolized countljes, Hıstoricol stu-
dles of gome countİies 9how thot not only the shore of industriol
output rle6s with development, but ol§o thot the groMh of industries
bo§ed oıı ımport substitut|on occounts for o loroo proportion of th6
totol ri56 |n indu8try {3).

lsl ls not o strotegy ln the senso of o coİofully plonned oppro-
och, but rothor o situotion ınto which o country t6nds to flnd ltsalf
o§ tho d6vetopment effort lso mode. so to o very lorge extent-it
wos orrived by dgfoult ond eoso of initiotion. becouse i' o country
decidod on on eİpon-plomotion strotogy, however, lt is not so evı_
dent how to beoın. slmilorly to bulld o dovelopment strotogy orouild
|ndustriollzotion wlthout lsl doos not lend ltself to on obvious sot
ot pollclos (4).

11) Honry J. 8ruton. .Th6 |hpon,substlturlon stral6oy of Econön|c D6v6|oome.r.|
A sufu.Y.. P.ıl!ı!n [r.6ıocr...t F.vl.w, summ.. 1970, vo''. 10, o. 127.

(2} A.o. Hı.schm.n, Tt sl..bgy of Econofric D.v.lopm.nl, N€,w Havğn 
'958,P, 123,

(3) Gor.|d M, Mol.r, L..dlno lı!@ ln E@mmlc lı.slocmiİ, oxro,d univ6._
.ity Pr6.., Now Yo.t 1970, p. 64€.

(4) Bruton, op. cll., p. 126-7.
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l8l ln Hltorlcğl P.EprcüY.
Tho dlstlnctlon botwe€n lsl o9 o hi6torlcol phenomgnon ond o

delibe.otoly Imploment9d development stroteoy hos not olwoys b6€n
mod6 cleor ln ıho lltoroture- But wo con ln gonerol soy thot untlll
the aecond world wor lt wos o h|6toricol ph€nomonon, ofter tne
wor lt becomo o more dollborotg policy ond slnco then hos boon

uaed os o conaclous developmont 8trotogy ln mony l6ss dovelopod
morket oconomlğ§. Tho exceptions lo thl6 gğlerolizotlon oro gone_

rolly token to be Hong Kono, slngoporo, south Koİeo ond Toiwon,
oll of which ore regolded os hovlng porsu6d 'outword-looklng' d€-

volopment 8trotegies.

For lnstonca, ln mony Lotin Am€ricon countrlos lsİ wo8 initloted
os o respon§6 to the dlŞıuption cousod by world wor l, tho econo-
mlc dopressıon o' tho 1930s ond world wor ll, when elther import8
were not oenerolly ovolloblo, ol there wos insufficlent forolgn
exchongo to poy to. thom ond thus domo8tlcolly p.oduced 0ood8
hod to b€ §ubstituted İor those proviously lmported. But in ıh6
po§ı-19/ı5 worıd lsl bocomo more widosprood development no,
llcy (5}.

Histo.lcolly import substitution hos olwoys occomponled oco-

nomlc gfowth. But thls does not tell us whothcr o deliberot6 lsı
strotogy ls o' relovonco to todoy'§ LDcs ond will pİovlde the bosı8

ot o long-run devğlopm€nt strotegy. lnfoct the pollcy ho§ b6on

vjoorously crlticlsod ofter consecuıivo foilur68 in LDc8 who.o it 18

followod durıng 19608 ond 19708.

Eİpac{otlonr From lsl

LDca hove mony problems. tncomo par hood i9 low, fote of un-
gmployment (both open ond dl6gul6ed) 18 hlgh, occumuloted co,
pltol 16 smoll ond rote ot §ovino ls low. Tho numbff of §killed p9İ-

aonngl ond occumulol€d technicol knowledgo ofo smoll. Bolonco ot
poymonts conatroint ls ono of the moier obstocleg tor devolopment.

And 06 o ae8llt of oll tho§e tho economy ls dopondont on contlol
oconomies.

{5} o, colm6n, F. N|ıs., Economlc. of chanq§ h L... D6s|op.d cnunlrlo,
Phllip Allrn Pub. Lmt,. oİlord 1976,9. laa,
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so lsı wos 6oen ln LDcs os o neces§ory conditlon fo. thg cre-
otion of oreotor employmont opportunİtles, the §tlmulotion of co-
pitol occumulotıon, lhe lemovol or ollevlotion of tho bolonc€ of
poyments constroint ond the securing ond onchodng within 1he

oconomy of the benefits of lochnlcol progless. İt wos 9xpected to
do oll thos€ both by spuning indigenouŞ lnveslment ond by lndu-
clng foreign copitol bohlnd protoctive wolls.

Ho, ısl Procoed.

one moy visuolize the orlginos of lsı ln th6 followıng woy i policy
mokers become owole thot conventionol optimizing crateıio con not
lood to po|icle§ thot produco os ropid o rote of grofih os desjloble
eithor becouso tho need fol en expıjcit prime mover or becouso
the oxisting structure of the system is olien to growth. Thon lsl
strotogy i§ llkeıy to be sel€cted, if o number of strote9i6ş exominğd,
becouse it 16 eosy to Impıoment slmply by shutthg off imports (6i.

under the lsl legime the plonner will usuolly consider o plod-
uct 8uitobıe for domestic prodı.]ction if the domestic mork6t, os
oiven by tho Volu6 ol voİume of |mportg o' thot product, is oquol
to, or grcoter thon, the minimum economlc output of o sinolo monu_

'octurıng 
unlt. Th€n protectlon wlll be glven for the domestic pro-

duction ot thoı product, ogoinst foreign compotitols. consequen+ly
protection wlll uŞUolly 

'orco 
tronsnotaonoİ corporotions or locol

€nterprlsos (most likely those proviously ongog€d in the import of
theso ooods) to €stoblish domestic procluction focllities in ordor to
protecl thelr morkot positlon,

con§umel goods ore the first ploducts to produco ond to pio-
tect ogoinst forejgn competition in ğlmost oll countrieş, Th6ro cre
sevolol reo§ons for this; Far§t of oll cost disodvontoge betweon oo-
mostlcolly ploduced ond lmportod consumor goods as less ıhon
for copltol goods or fol lntormedlote 9ood6. s€condly. thero ı§ on
obvlous demond for theso ooods ond finolly, con6umer good§ oae
unlvorsolly deemod lnessentjol to development, ond on incleose in
their prlc€s ossumed to be loss hormful thon incroos€s ln the prices
of copitol qoods (7|.

After doclding on tho goods to bo produced, the folıowing
steps oro onvisogod; At flr§t the country moy import semifinish€d
motorıols ond compononts ond perform dome§ticolly the 'fino!

l6) 8ruton, op. clt., p. l27.
(7) lbd., p. t29.
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touches'of conveating or ossembljno the olmoşt-flnished lndustrıol
imports into finol products, in the hop6 of proceedjng to'industri-
ollzo from the top doıJvfıwords' through the ultlmoto production of
the intermedjoto product§ ond copitol goods. such thot, with th€
growth in demond for the fanol product, o point moy bo reochod ot
whjch the import demond for int6rmediot6 components iş §uİflciontly
high to worront lnve§tment ln thejr production ot homo; the molket
hos become sufficıently ıorgo to rooch o dome§tlc production thres-
hold (8).

Theso possibilities of step_by-step grodul import 6ubstitution
hovo bsen recognized in most countries ond their expıoltotion ot-
tompted (especiolly ln th6 motor-cor lndustry), The typicol pottern
wos to requiro o newly e§toblishod monufdcturer to buy o cortain
mjnimum porccntoge of his inputs in tho domestic morket, ond to
increose this requjled minimum perc€ntoge progıosslvely, yeor oftel
yoor, thoreby crootjng on ossurod ond exponding domost|c morket
for sub-controctors ond tne suppliers of ports ond moteriols (9l.

As it is seen the lsl procos§ wos ot one tlme cholocterısed os
'industrio|jzotaon by tightly seperoted stogeg' thot is it wo§ §een u9
o sequentlol pİocess whereby countrie§ would b€gin with the do-
mestic production of consumor goods ond then move to intolmedloto
goods ond fanolly to copitol goods production, However such o se_
quence ls oxtromely djfficult to reolize ln prociico. Moiority of tho
LDcs hovo tendgd to 'get stuck' ot tho flrst §tooe.

somo conagquenco! o' lsl
Tho oxcossive protection, pormilting or encouroging the ovor-

deve|opment of lsl crootes §overol conseqıJences in lho economy
which eventuolly leod to tho foiıure o' th€ policy.

First of olı the mo§t pervosive impoct of ısl policies hos boen
thot ii distorts the economy, ond these djstortlon§ do not, except
in İor€ İnstonces, colrect themselves. Th6 distortion issuo l§ o most
strotegic concept, staotegic to th6 point thot to ignoro it la to court
foilure. lndeed economie§ become incroosjngly distorted os the |sl
plocess contjnues. Exc€ssive pİotection, pormitting oİ encouroghıg
tho overdevo|opment of lsl, violoteg tho princlpol of comperotİVe

(8) Hlr.chm.n. op. clt., p. tıa.
{9l l. Llnl.. T. scltov.İY, M. scott |ndu.lry İd T..& ltt aoıtİ DG,ıloPtı!,

coQrri-: A Go|!D.lılİr! 8t dy, oxlord unlvo |ty Prc.t, london ı97ı. p.
6,1.
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odvontooo ond creotes new, ond oggrovotes oxistlng dlstonbns in

oomestiJ to"ıor ond product morkets. Lobor is rolotively overpriced,

the domesilc culrency ls over-volued in terms of foroıgn cullenclcs
ond cop|tol l§ rolotlvely underpriced. copltol-ıntonglve tochnologİ6s

or" tı," ,"rrıt of such foctor morket impeafectiona ond os o result

unomploym€nı is exocerboted.

socondly. it ls 0160 oİgu€d ihot lsl ho6 woısened ex|6t!ng

lnequolitie9 in th9 dlstr|bution o' |ncomo, rodlgtrlbut{ng lncomo from

ogdculturo to industry qnd within tho lndustrlol sector |t6elf, from

lobou, to copltol.
Thİrdly, tsl creotoa ollonnes. Thot ls, lsl seems to creoto octivı

tles thot ore broodıy olion to the economic ond soclol envi,onment

of the community (,lo). Also lnconsIstoncy omong th€ volious 96c-

tor6 o' the economy breoks 06 the m€chonisms fo' creotlng ond

mointoinıng siructuro! consl§tency hov6 been degtroyod by th6 ls'
policleg (11}.

Fourthly, conventionol opprooch to ls clootea conditlons thot

dompons pİoductivlty growth, ond İopid pİoductivlty ororvth ı6 os-

sgntiol to o successful lsl. Evid€nco s6€ms lo indicote ıhot produc,

tivity groMh ls more llkoly to reoch occ€ptobl€ rcte9 ln economiea

where distortions ond ollenness oİe ot o mlnimum (12),

Losily, dug to the concentrotion of lncome ,the growth of d€_

mond for lndustriot ploductŞ moy not be sufficl€nt to mo|ntoin tho

inltiol ısl momentum. whot moko6 the situo on worse l§ the lumpl-

nes6 of mony ısl indu§lrles. Becouso of lnd|vıslbilltlos, mony lndus,

trle9 weİe forced to bulld substontİolly oheod of demond, Thu§ lhe
exi§tenco of exceş6 copoclty whlch ia not boıng ropidly filled by

growlno demond dompong the incontivo to invo8t (13),

ısı ond Foİolcn Econonlc Rol.İtıoü

Th6 oİiglnol odvocotes of lsl hod hoped thot ihoir polIcy would

leod LDc§ io orooter selfsıJfficiency ond would mok9 lhelr econo-

mıeg moro indopendent of tho vicissitudos oİ lnternotionol trod€,

Thero ls llttle ovldenco thot ev6rl hlnts thot th€ trodo bolonce

impİovos o§ o consequ€nce of ls polici6s, Thls ls şurely the cose

llo) 8.uton, op. clt., r. lao.
il1) lbıd,, p. l33.
(12ı !b|d., p. 1/ıl.
{ı3| w.m.. Ba.l,.lmport subrilıudon .nd

Eİoorlonc.. .nd tnt.rP.o6tlon.,, ı,li,
1972, p, 1o7.
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in th6 short run, but seomş tİue os wall ln tho longor run. This i8
poitlY exploined by the widesprecd tendency of ls policjos to discll-
minoto ogoinst exports, but olso by tho 

'oilure 
of as to reduce lm-

ports oİ import-GNP rotios, 1.o., ıs policios do not r€duce the d6-
mond fro imports (14). Becouge the estobli§hmonı of lndustrl€s
producing finol consumers'goods creotea domond foa o voriety oİ
new imports, such os tho moterlol§, ports, ond components, ossem-
bıed in the nowly ostobli§hed ogsembly pıonts, th€ monufocturlng
equipment us6d ln them, ond othor lmported consumer§'goods os
well if the new monufocturing octlvlties succeed in rojsing r€ol inco-
me ond so roise consumers' demond (15). Thus, if lsl §ucceed§ ln
rolsing the reol incom6 consumers' domond for imponed gds
wlıl ol§o rjse.

Additıonolly tho redlstribution of |ncomo thot occur§ during
the lsl process moy fovour those sectors or clossos within lhe
economy which hovo o hlgh morginol paopen§lty to con6ume ım-
ported goods. Thus the very 6ucce6s ol |sl ln creoting oddltionol
income oggrovotos the bolonce of poym€nt§ probl6m.

so. lsl tonds, porodoxicolly onough, to lncreose the economy's
dependence on jmpoİts. compıete Eolf-sufflcloncy ls probobly on
unonoinoble gool; ond o6 the economy b€com68 mor6 noorıy 6ell-
sufriciont, lt olso becomes more import dependent. jn the sense
thot the ovoilobiljty of tho goods it still ho8 to impo.t b€com66 mor6
cİucloİ for the smooth functioning of the economy. As long oa on
9conomy impons finished ooods, its occosıonol inobiılty to obtoın
o, poy for these imports lowers th€ 6tondort of living by moking
the lmports unovolloblo, wh€n tho oconomy produces the §ome
goods domesticoıly buı wlth the old of somo |mported motoriols.
ports, or oquipment, on occosionol ınobiliıy to impon th€se wlll 0160
couse woak stoppoges, unomployment, ğnd o foll ln thg income oe_
neroted by domestic monufoctuling. For exomplo, curtolling the
lmports of 1000 dolıor§ of shirts lrrjll hove legs ifşoct on on oco_
nomy thon wiİl the curtoiıing of 1000 dollors of ch€micol celluıo8e
u6ed ın monufoctur€ of §hin motğriol {16).

l14l Bluton, op. clt., p. ı36.
115) ılırl..t.l., o9. Glt., p. 59.
(161 8rutoh, op. clt., P. 136.
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lmport substltution ls no qulck m6ons of reduclng o country's

need f;r lmportsi ond stotistacs ihot ghow tho proportion of totol

lmports ln GDP give littte oİ no indicotion of the extent ond succass

of lmport substitırtion policies os will bo seen in th6 tobıo below (17),

lmporrs ss p6r c€nl o' GDP

1950,2 1957_9 1964_6

Br..ll

1

8
a
7

lo
19
19

1,1

1o
l1
7
7

13
ı/ı

ğ
12
12

8
,|a

ı3

on th6 other hond tho negl€ct oİ oxports during the ısl poriod,

rhol ls. the foiture to 5timulote troditionol exports ond to diversify

tho oİpoat stlllctuao, could doteljoroto tho bolonce ot poyments d''-

ficultles. lt ıs thus lronic thot tho net result of lsl hos boen to ploce

LDcs h o now ond moro donoorous dependency rolotionship wlth

tho more odvoncod industriol counlries. ln form€r times, o decline

in export,eceipts octed qs o stimulus to lsl. undeİ the circumsıon-

ceg. os lsl prccess incleısos the domestlc volue odded dependent

on |mpo 9, o dectme in expot leceipts, not countorbolonced by

copitoi inflows, con 6sult in forced import curtoilmentş which, In

tuan, could couse on lndustriol recess|on (l8l.

Portlculoİly, it the sequence gots 'stuck' ot ıho cosumer goods

6tog€, th6 LDc will not experionco on ollevlotion of lt8 bolonco of

poyments constroint. so tho depondenco of the economy on toıejgn

trode, ond its vulnerobility to flucttlotions ln toleign oxchonge ,oc€_

lpt§ will not bo signlrlcontly İeducod.

l17) tlttl..t.l., op. ch.. p. 62,3.

(18) B.6l, op. ch., p. 106.
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Tho chİonlc 
'or€lgn_exchongo 

Şhonog€ oİ mony d6ve|op:ng
countrloa ıs portly duo to on undeİest|motlon of thg tondency of
ımport 8ub9tituılon to ggnoloto domond for lmports ond con66quent
ovor_optlmlsm obout ltg oblllty to roduco tho oconomy'6 dopend6nc6
on lmport8 (19}.

Turkoy I§ tho lotost exomple foclng tho hor§h İ€olltio§ ot thls
ovoİoptimlsm. wh6n sho odoptod First Fivo Y6oİ Devolopment Plon
mqİn|y bosed on lsl pollcy "contlnued dove|opmont ot tha 70,6
roto wlthout funho. for€lon o§§iatoncg, by 1077 ot th6 |ote6t'' woa
tho torget. But since 1977 th6 d6velopm6nt of th€ cbuntry com€ to
o complote holt with o hugo foroign dopt moinly os o result of ısl
pollcleg. (otho, foctors,6uch 06 th6 rlse ln oll pr|co§ 0160 pıoyod o
rolo ın thig İegult.}

cottcıuııonı

A§ w9 hov6 8e9n 8o 
'or, 

lsl moy croqt€ ıncom6 ond, to o le§sor
oxtEnt emp|oyment, but lts opporent inobiıity to sov6 for€lgn exchon-
9e wllı 

'orco 
the economy to become jncreosingly depondent on

hflowg of 
'orglgn 

copitoı (both prİvote ond publlc} to mointoln the
r€ol copoclty to lmpo.t. osgumlng thot €xpon €orninga connot bo
8lgnlrlcontly lncreosed.

Tho inoblllty of lsl to su§toin o long run roto of growth o'
notionol lncomo ln oxceaa of the copocity to lmport hos b€comg
opporent. After o b.lef perlod of grorrrth, lsl oppgoİs to loso
momontum, |s opponunltlog oppor to becomo .€xhoustod' ond tho
goİolgn oxchonge con6trolnt onco oooin becomo§ dominont.

ls| hos b€ğn d€p€ndont on foroion copltol, tochnotooy ond
oxpeİti8e, lt ho§ been bo6ed on the consumption poft€rns, toştes,
morkotlng t€chnlques, etc., of the devolopod copltolist econo'
mles ond tho chonges ln the ımpoıt atructulo ond the folluİo to
ol|evlot9 the boıonc€ o' loym9nt constroint hovo oxocgrboted tlıo
dopondenco of the ıs oconomy on th€ ext6rnol aector.

ln th€ ond, moro pİıvotg foreion copitol moy b€ invited ond
6xtemol old moy bo clolmod on th9 grounds thot lİ tho spoclfjc

{r8' Llıd6 .l ıl., op, ch., p. 83.



8hortogo ot İoreİon ıe§ouİce is r€lievod thon tho copocity mod6

ıJi"'iitı,ot .norti'g" will be bİought lnto u8e ond thg oconomy wİll

t"oin'to oro* veiy ropıoiy, But this will mok6 tho economY lo

".İİİ"* 
,İ' lr""o" espiİe the oıistenco of th€ d|stortions, oıd

;;;'fu;; İtu 
"orr""tion" 

of th6 di§tortions or oven know|edğe

of tholr €xtstenco.

somotimos evon oid moy not bo ovolloble, under thes6 difficult

"it 
oİĞn" İo g"t old countrios ore osked to §ur6ndo, to the condiıi-

İİ'" m]]Jr]a İv İltıe ond those condlıions moy bo iriolevont to ıho

roolltlos of LDca.

Ald u6od to permit corlectlons oİ the courceş of distortions

wiıl İıoİul mu"n'rore permonent €tfeot on tho growth copocity, ln

;;";; r;" oid in this'woy, howover, th€ diştortions must be bor,

İ"J, 
' 
tt 

"iİ-oruin"" 
undersİood, ond thoir mgthod of eliminotion,

known.

whotover tho 6xoct combinotions of foctor6, thol6 seems to be

"ı"oi'"J,a"*" 
taa o number ot countries {lor exomple, Brozll,

ir.-n-"i.- p"iıit"" ond r€cently Turk6y) indicoting th€ losŞ of

;;;;;'J tl,u lsl pro""". ond ln the extı6mo, the collops of

,ni' "iioi*, 
omid glowing sociol ond politlcol conflict, ln sonıe

"ounİİl"" 
İnu collopJo of |Sl is morked by o chongo o' govornment

i.Ö lı,"',*rıı oi o militory coup) dnd tho implemontotion of n?w

economlc policlea.


