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ABSTRACT

Diplomacy and Business in Capable Hands: The American Officials Who
Shaped U.S.-Turkey Economic and Commercial Relations in the Early Cold
War Period

Iplik¢i, Murat
Ph.D., Department of History
Advisor: Asst. Prof. Dr. Kenneth Weisbrode
December 2022

Turkey-U.S. relations, which started to deepen at the beginning of the Cold
War, turned into a political and military partnership with Turkey's joining NATO in
1952. As another significant pillar of this partnership, an integration in economic and
commercial relations between the two countries can be mentioned. Turkey's
inclusion in the Marshall Plan announced in 1947 not only increased American
goods and services entering the Turkish market. At the same time, concepts such as
free trade and privatization, which have an important place in the American
economic model, have been adopted by Turkish decision-makers, and new laws
encouraging foreign investment have been enacted in these years. The American
political actors and economic consultants working in Turkey during this period
played key roles in such changes. It is seen that high-ranking multinational company
executives and academics from various branches of the American business world
have been appointed to Turkey with titles such as ambassador and economic
consultant representing the U.S. administrations. These actors, benefiting from their
business orientation and political titles, significantly influenced the Turkish decision-
makers and have helped many American multinational companies to enter various
markets and business areas of Turkey. This thesis aims to provide a comprehensive
reading of the commercial and economic structure shaped between Turkey and the
U.S. in this period through these people. Based on the personal memories of
American political actors and primary sources such as company, state, and
newspaper archives, this study aims to contribute both to the literature on Turkey-
U.S. relations in the early Cold War period and to concepts such as business
diplomacy and business diplomacy that are becoming more common nowadays.

Keywords: Business, commerce, diplomacy, multinational corporations, the 1950s,
Turkey-U.S. Relations,



OZET

Diplomasi ve Is Emin Ellerde: Erken Soguk Savas Déneminde ABD-Tiirkiye
Ekonomik ve Ticari iliskilerini Sekillendiren Amerikah Yetkililer

Iplik¢i, Murat
Doktora, Tarih Bolumi
Damigman: Dr. Ogr. Uyesi Kenneth Weisbrode
Aralik 2022

Soguk Savas baslarinda derinlesen Tiirkiye-ABD iliskileri, Tiirkiye nin 1952
yilinda NATO’ya katilmasi ile siyasi ve askeri bir ortakliga doniismiistiir. Bu
ortakligin diger bir ayagi olan ekonomik ve ticari iliskilerde de iki iilke arasinda bir
entegrasyondan soz edilebilir. Tiirkiye’nin 1947°de ilan edilen Marshall Yardimi
programina dahil olmasi Tiirkiye pazarina giren Amerikan mallarini ve hizmetlerini
artirmakla kalmamistir. Ayn1 zamanda Amerikan ekonomik modeli icerisinde 6nemli
bir yere sahip olan serbest ticaret ve dzellestirme gibi kavramlar Tiirk karar vericiler
tarafindan da benimsenmeye baslanmis, bu yillarda yabanci yatirimi tesvik eden
onemli kanunlar ¢ikarilmigtir. Bu donemde Tiirkiye’de gorev yapan Amerikali siyasi
aktorlerin ve iktisat danigmanlarinin bu degisimde énemli bir rol aldig1
sOylenmelidir. Amerikan is diinyasinin ¢esitli kollarindan gelen yiiksek riitbeli
cokuluslu sirket yoneticilerin ve akademisyenlerin Tiirkiye’ye, biiyiikel¢i ve ABD
hiikiimetini temsil eden ekonomik danisman gibi unvanlarla, atandig1 goriilmektedir.
Bu aktorler, is diinyas1 gegmisi tecriibelerinden ve siyasi unvanlarindan da
faydalanarak, Tiirk karar vericiler iizerinde 6nemli bir niifuz olusturmus, birgok
Amerikali ¢cokuluslu sirketin Tiirkiye’ nin ¢esitli pazarlarina ve is alanlarina giris
yapmalarina yardimci olmuslardir. Bu tez calismasi, bu donemde Tiirkiye-ABD
arasinda sekillenen ticari ve ekonomik yapiy1 bu kisiler iizerinden okumay1
hedeflemektedir. Bu kisilerin kisisel hatiratlar1 ve sirket, devlet ve gazete arsivleri
gibi birincil kaynaklara dayanarak olusturulan bu ¢aligmanin hem erken Soguk Savas
donemindeki Tiirkiye ve ABD iliskileri literatiiriine hem de giliniimiizde daha da
yayginlasan ticari diplomasi ve is diplomasisi gibi kavramlara katkida bulunmasi
amaclanmaktadir.

Anahtar Kelimeler: 1950ler, ¢okuluslu sirketler, diplomasi, is diinyasi, ticaret,
Turkiye-ABD iliskileri
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CHAPTER |

INTRODUCTION

“Several months ago your government requested the International Bank to send a
mission of this kind to Turkey. The Bank agreed to do so and spent several weeks of
careful work in choosing men to constitute this mission. In general, those men are
not members of the Bank staff. Rather, they are recognized experts and specialists
from business, professional and academic fields. They have no selfish business or
political interests to serve; they are here solely to develop and recommend a

program which will be most advantageous to Turkey.”
James M. Barker?

My father was born to a poor farming family in Denizli, a province of southwestern
Anatolia, in 1948. “I hated working on the farm,” he always grumbles when he sees an old

picture or anything else to remind him of his days in that small village. He was probably

! James M. Barker, “Statement of James M. Barker, Chief of the Economic Mission to Turkey, on
Arrival in Turkey,” Middle East Missions, 1946-1952, Turkey, 1948-1952, Box 59, Folder 1284, May
8, 1950. James M. Barker Papers, The Newberry Library, Chicago (hereafter cited as Barker Papers).



not the only one who had longed for a better life in that “wasteland,” where he witnessed
financial inequality in the form of a few wealthy landowners who had the privilege of
plowing their fields with Massey-Ferguson tractors while his own family still relied on a
wooden plow pulled by an ox, just as his ancestors had done for centuries. The early

second half of the twentieth century was not different from the previous one for the poor.

My father worked his hardest in school to escape from poverty. As a reward for his
efforts, his parents sent him to the middle school in Acipayam, the nearest town. He
remembers that the town had a limited social life, but it was still more colorful than the
village with bakeries, markets, electrified streets, and a small public cinema. The
townspeople were fortunate to have access to imported consumer goods, such as
Westinghouse refrigerators and General Electric radios. He still enjoys talking about his
Acipayam days, which made him the man he is today. With a sense of nostalgia for
memories that are already fading, he constantly repeats himself without recognizing that
he is telling new versions of the same old stories. However, | always listened to his tales
without any interruptions until last year, when | asked a specific question to verify a piece

of information that I had come across in James M. Barker’s personal papers.

James M. Barker was an American banker and the vice-president of Sears, Roebuck and
Company. He was also a well-known figure in Turkey due to his visit in 1950 on behalf of
the World Bank. The purpose of that visit was to report on the general economic outlook
of Turkey, make recommendations on prospective investment areas, and introduce the

American and Turkish business circles to each other.? Barker, who acquired reliable

2 Tiirkiye Cumhuriyeti Cumhurbaskanlhigi Devlet Arsivleri Bagkanligi, Bagkanlik Cumhuriyet Arsivi
(Presidency of the Republic of Turkey Directorate of State Archives; hereafter DSA), “Barker Misyon
Raporu” (Barker Mission Report), 134-873-8, August 21, 1951.



knowledge about the Turkish market, business operations, and economy, conducted a
series of field trips and collected datasets about resources, gaps, and opportunities. In one
of the field reports about natural resources, Barker noted the promising manganese
deposits around Acipayam.® This report was the timeless bridge that brought my father,

me, and Mr. Barker together in 2020.

“Dad, what about the manganese mines of Acipayam? Do you know anything about
that?” I asked. He mentioned one of his friends whom I had never heard of before.
The boy was the mines manager’s son, and the manager’s driver would pick up my
father and his friend in a cool American jeep, probably a Willys-Overland model.
They visited the manager in his small office a hundred meters away from the mining
area, where American machinery worked incessantly. He had meatball sandwiches
there. All of these experiences were huge privileges for a poor village boy. He was
like an old-fashioned storyteller for some time, and | was the enthusiastic listener
until he stopped abruptly. He was astonished to see my knowledge of 1950s
Acipayam and he asked me how I knew about the manganese mines. I explained the
details of my own story: how I had dug out that piece of information from one of the
oldest libraries in Chicago, Newberry Library, while reading the memoirs of an
American financial advisor who had visited Turkey 70 years ago. When | finished,
he concluded our conversation with a most familiar cliché: “These Americans... They
were everywhere in Turkey in the 1950s.” His remark is the simplest summary of
this dissertation: how and why “these business-oriented Americans” had a pivotal
role in terms of accessing Turkey’s economic centers, providing financial advice to

the Turkish governments, and presenting detailed studies of the country’s

3 Barker Papers, “Field Trips, 1950,” Middle East Missions, 1946-1952, Turkey, 1948-1952, Box 60,
Folder 1312.



commercial resources, market opportunities, and disadvantages for American

business in the 1950s.

Supporting American ideals of liberal commerce and free enterprise through the help
of American business-oriented figures aligned with the U.S. foreign policy agenda in
the post-World War 11 (WWII) period. As representatives of the standing victor of
the postwar period, American state institutions and businesses found abundant
chances to apply their own economic and commercial practices globally. While their
European allies drained their resources and were economically exhausted by WWII,
the U.S. economy enjoyed production surpluses, especially for military machines and
equipment.* This boom in military production and accrued capital enabled the U.S. to
launch new aid programs such as the Truman Doctrine of 1947 and the Marshall Plan

of 1948 to enhance America’s new role in international politics.

The establishment of an American economic model and attracting other states to
share this model were crucial. The Marshall Plan was accordingly used to inject
American capital, products, and services into circulation in the world’s markets. This
process eventually helped reconstruct allied economies and build up liberal markets,
preparing the best conditions for American businesses to control of the overseas
markets.® At the same time, the plan paved the way for American-type modernization
to be theorized and executed as more urban layouts, free markets, and privatization in

less developed countries. In other words, it reflected the production modes of the

4 William A. Brown, Jr. and Redvers Opie, American Foreign Assistance (Washington D.C.: The
Brookings Institution, 1953), 123.

% Michael J. Hogan, “American Marshall Plan Planners and the Search for a European
Neocapitalism,” The American Historical Review 90, no. 1 (February 1985): 44-72; Victoria de
Grazia, Irresistible Empire: America’s Advance through Twentieth-Century Europe (Cambridge,
2005), 5, 6, 239, 346.



built environment with the premises of democracy, liberalization, and
developmentalism.® American politicians and big business owners were ardent
supporters of this interventionist policy in pursuit of creating Americanized societies

among its friends fitting into early Cold War period conjuncture.’

Unlike the capitalist Western European states, less developed participants in the plan,
such as Greece and Turkey, were introduced to American tactics for a modernized
state-building system with unleashed economic growth supported by know-how and
engineering projects for better infrastructure, which James Scott critically labeled as
“high modernization” in Seeing Like a State.® In line with Scott, Michael Adas
argued that American agents such as bureaucrats, businessmen, and other
professionals were selling American virtues to less developed states via
technological advancements after WWII, considering those values to be generally
superior.® The ideals of Americanization took root with the elimination of livelihoods
based on “scraping by” in other countries, with self-sufficiency being highly
correlated with larger production volumes.!® Committed since the New Deal (1933-

38) to a specific type of modernization that required state-supported, top-down mass

6 Begiim Adalet, Hotels and Highways: The Construction of Modernization Theory in Cold War
Turkey (Redwood City: Stanford University Press, 2018), 3-7.

"Gregory Fossedal and Bill Mikhail, “Marshall Plan Commemorative Section: A Modest Magician:
Will Clayton and the Rebuilding of Europe,” Foreign Affairs (May/June 1997).
https://www.foreignaffairs.com/articles/europe/1997-05-01/marshall-plan-commemorative-section-
modest-magician-will-clayton-and.

8James C. Scott, Seeing Like a State: How Certain Schemes to Improve the Human Condition Have
Failed (New Haven: Yale University Press, 1999).

*Michael Adas, Dominance by Design: Technological Imperatives and America’s Civilizing Mission
(Cambridge: Belknap Press, 2006).

ONick Cullather, The Hungry World: America’s Cold War Battle against Poverty in Asia, lllustrated
Edition (Cambridge: Harvard University Press, 2013).
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production and urban projects, U.S. institutions pursued the promotion of such

projects overseas.!!

In this framework, American business circles and corporations also had significant
roles in the post-WWII reconstruction era. They sold their products, established
overseas branches, and reconstructed urban layouts. After gaining an invaluable
place in the world markets with budgets in the millions of dollars, American
businesses began identifying themselves as major powers in selling Americanism to
the world, which helped these corporations find spots on U.S. foreign and
commercial policy agendas and their leaders found crucial positions in governmental
jobs.!? These circles enabled the spread of the American type of economic and

commercial mindset for mutual prosperity among “America’s friends.”®

Including business professionals in the decision-making system is understandable to
eliminate obstacles in economic and commercial relations. The U.S. governments
tend to include actors with business backgrounds in the policy-making processes and
prioritize collaboration between the state and commerce departments to standardize

foreign policy agendas.'* For example, U.S. administrations have long relied on

UDavid Ekbladh, The Great American Mission: Modernization and the Construction of an American
World Order (Princeton: Princeton University Press, 2011).

12 Alfred D. Chandler and Bruce Mazlish, Leviathans: Multinational Corporations and the New
Global History (London: Cambridge University Press, 2005).

13 Mira Wilkins, The Maturing of Multinational Enterprise (Boston: Harvard University Press, 1974).

13yahya Sezai Tezel, Cumhuriyet Déneminin lktisadi Tarihi [Economic History of the Republican
Era] (Ankara: Yurt Yayinevi, 1982), 223-24.

14 Huub Ruel and Robin Visser, “Commercial Diplomats as Corporate Entrepreneurs: Explaining Role
Behavior from an Institutional Perspective,” International Journal of Diplomacy and Economy 1, No.
1(2012): 42-79.



commercial diplomacy to improve overseas commerce.’® Since the early days of
independence, foreign and commercial policies have been intimately linked in U.S.
history. Successive U.S. administrations sought to lift restrictions barring American
ships from foreign ports and enhance export industries in which U.S. traders enjoyed
advantages over European mercantilists. “Free navigation,” “freedom of the seas,”
“the rights of neutrals,” and “commercial reciprocity” became rallying cries for

American commercial interests.®

Presidents also occasionally nominate business figures to be ambassadors. The
Department of State and Department of Commerce work together closely in foreign
policy-making to enhance foreign commercial operations. Examples of this can be
traced in evaluating Turkish-American commercial relations and the operations of
American Multinational Corporations (MNCs) in Turkey in the 1950s. American
diplomats and political and economic advisors to the Turkish post were selected from
among business executives. Financial advisors and the mission chiefs conducting aid
programs were also selected from among these circles and from academia. Besides
being tasked with governmental roles, MNCs’ managers or owners also acted as
lobbyists and advisors to help Turkey gain more commercial contracts. In addition,
American geologists, petroleum engineers, and mission chiefs had significant roles in
drafting new Turkish foreign investment incentive laws in line with the American

MNCs’ expectations. Officials of the Department of State and Department of

15 Michel M. Kostecki and Olivier Naray, Commercial Diplomacy and International Business (The
Hague: Netherlands Institute of International Relations Clingendael, 2007).

16 John G. B. Hutchins, The American Maritime Industries and Public Policy, 1789-1914 (Cambridge:
Harvard University Press, 1941); Vernon G. Setser, The Commercial Reciprocity Policy of the United
States, 1774-1829 (Philadelphia: J. B. Lippincott, 1937); Norman Graebner, “New England and the
World, 1783-1791,” in Massachusetts and the New Nation, ed. Conrad Edick Wright (Boston:
Massachusetts Historical Society, 1992), 1-34.



Commerce contacted both sides, delivered essential information from the Turkish
market, and prepared practical handbooks and pamphlets about Turkey for business

circles.

In addition to emphasizing skills and backgrounds in finance and business, this wide
selection of people also offered public diplomacy elements for the pursuit of
constructive commercial diplomacy. As much as they conveyed economic
intelligence to the relevant departments, diplomats also collected and collated data
about the host state’s public and their opinions. Being sensitive in dealing with others
and aiming to achieve a peaceful resolution to facilitate discussion, the actors that
use constructive diplomacy discarded force and ill-advised adventures. Knowing the
audience and acting in line with the expectations to eliminate diplomatic conflicts
helped states position themselves to cope with different conditions successfully.!’
Advocacy is another important dimension of public diplomacy, whereby actors
attempt to manage the international environment by promoting particular policies.
Advocacy has long been a dominant concept in U.S. public diplomacy in terms of its
contributions to selling the idea of America and its economic culture, especially in
the late 1940s. The Marshall Planners aimed to reconstruct the markets of allies and
stir up interest in their imports. Using an economic plan to build an open, liberal, and
integrated market would help alleviate Europe’s currency gap and provide it with
dollars to buy needed American raw materials and manufactured goods.'® From this
perspective, the Marshall Plan advocated the Americanization of Europe through

American exports; in a larger sense, it advocated the development of an expanded

" Nicholas J. Cull, “Public Diplomacy: Taxonomies and Histories,” The Annals of the American
Academy of Political and Social Science 616 (March 2008): 31-54.

18 Grazia, 346-47.



U.S.-led peace system among trading partners with similar economic approaches. In
Turkey, American actors reflected the working of public diplomacy in understanding
the Turkish governments’ modernization expectations, establishing trustworthy

personal relations, and selling the American economic model.

Due to the similarities between the two understandings, many authors draw a clear
line between pursuing mutual commercial relations with true public diplomacy
against dollar diplomacy practices. While “dollar diplomacy” correlates diplomacy
with exploitation and material advantages, “commercial diplomacy” is based on
mutual benefits, equal opportunities, and open doors.'® The former is labeled by
Henry Bruere as exploiting resources, relations, and people.?° These practices were
generally similar once dollar diplomacy was introduced as state policy under the
William Howard Taft administration. American diplomats, dubbed “salesmen,”?!
worked diligently to promote commerce, profit, and national business overseas.
According to Frederic C. Howe, the Wilson administration utilized dollar diplomacy
methods to exploit other nations, especially the weak Latin American ones, in the
post-WW!1 period. Loaning money to these states through the American banking
houses in return for gaining concessions and selling ammunition contradicted
international commerce.?? After a couple of decades in another post-world war

period, the U.S. administrations came together with the American business circles

19 Oscar S. Straus, “American Commercial Diplomacy,” The Advocate of Peace 73, No. 9 (September
1911): 203-5.

20 Henry Bruere, “Constructive Versus Dollar Diplomacy,” The American Economic Review, Vol. 13,
No. 1 (March 1923): 66.

2L Henry F. Pringle, The Life and Times of William Howard Taft, Vol. 2 (New York: Farrar &
Rinehart, 1939), 679.

22 Frederic C. Howe, “Dollar Diplomacy and Financial Imperialism under the Wilson Administration,”
The Annals of the American Academy of Political and Social Science 68 (November 1916): 312.
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and banks to finance American allies for recovering their economies, applying
American economic models, aiming commerce. However, this time, American
foreign policy and its actors aimed at neither imperializing Turkey nor establishing a
client state; ironically, however, recession in the Turkish economy, growing trade

deficits, inflation, and credit debts in the late 1950s led to such a dependency.

All the same, the intense collaboration between American business-oriented actors
and Turkish governments paved the way for more integrated political relations
between the two countries during the Cold War. Strengthening the eastern front of
the new alliance, the Truman administration valued Turkey as a significant country at
the crossroads of vital regions that should not fall to Soviet domination. As Britain
and France, the former great powers of the area, were losing their political,
economic, and military influence over the region, the U.S. was asked to replace
them. This new role was compatible with the new American foreign policy that
engaged in a liberal internationalist approach by launching new international
organizations in the post-war period. Designing a leadership role in the international
arena, the Truman administration prioritized protecting Turkey’s national integrity
and keeping this country under the newly emerging influence of NATO. Having felt
the Soviet threat for some years, Turkey willingly accepted America’s political and
military protection, which the other Allies could no longer provide on their own.
Turkey had already purchased American arms, received aid through the WWII Lend-
Lease program, and pursued good political relations with the Allies, joining them at
the last minute before the war ended. Forming such an asymmetric political and
military alliance in the 1940s also allowed the formation of similar relations in

commerce between the two states.
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In addition to building a reliable political and military ally for the West in Turkey,
the Truman and Eisenhower administrations aimed to create an economically stable
and self-sufficient country. Turkey was first added to the American aid programs that
launched in the late 1940s, and then it was credited and supplied with American
goods and services. The assigned ambassadors, financers, and academics studied the
Turkish economy. Their reports were highly influential in shaping economic policy
and determining aid and credit programs for Turkey; they foresaw market
opportunities in Turkey’s unexploited and inefficiently utilized resources. These
agents would eventually become important figures who possessed significant
knowledge about business and the Turkish economy, and they built bridges between
the two states’ governments and business elites. They even shaped Turkey’s
economic, commercial, and legal agendas in the 1950s. This group of people
comprised diligent agents of American commercial expansionism, and the Turkish
governments, which emphasized the modernization benefits of attractive American

goods and services, pursued consistent strategies.

While these actors attained great importance in the context of American political and
military support, Turkish decision-makers also enjoyed receiving American guidance
regarding economic policy. Benefitting from both the Marshall Plan and the Truman
Doctrine, Turkey received considerable volumes of American products, services, and
credit deals in the late 1940s. The agents who operated these programs invited other
American economists, academics, and advisors to Turkey for specialization in
different areas. Starting a chain reaction, Americans influenced macroeconomic

thoughts, business approaches, modernization methods, the legal system, and
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industrial education and training in Turkey. Describing the Americanization of the
economy as progress and liberalization, the Turkish government of the 1950s was
pleased to have access to American capital. The lower-class peasantry hardly
benefited from these projects; however, the governing party worked hand in hand
with the Turkish business elite. Both circles demanded more American products and
services, and they worked closely with American business-oriented actors who could

mediate between them and American business circles.

American businesses made a profit from the Turkish market, as well. In general, the
Marshall Plan aimed to save collapsing European economies and push them toward
convalescence. This financial aid was the economic dimension of a new, active
American foreign policy, which held that American businesses, products, and
services should pour into new markets and expand their scopes and profits with the
state’s help. After accessing Turkey’s financial reports and centers, training future
Turkish managers, and convincing the Turkish administrations to provide an
encouraging environment for a free-market economy, these American agents
expected that American vendors would find a promising market for business
expansion. American officials played a crucial role in strengthening commercial
relations by building a trustworthy reputation among the Turkish governments as
representatives of an allied country through efficient public and commercial

diplomacy practices in the 1950s.

This dissertation aims to reveal the significant commercial-diplomatic roles of key
American advisors, ambassadors, and academics that directly contributed to the

commercialization of American businesses, products, and services in Turkey during

12



the period of 1945-1960. Their participation will enlighten three main dimensions in
the relations between Turkey and the U.S. these years by demonstrating why these
people were very important and how crucial their work were for the period. First, this
argument will highlight the talented individuals’ roles in shaping bilateral relations,
and the direct impact of their background, skills, and personal traits, especially in
commerce and diplomacy. Secondly, it will validate the literature that underlines
how commercial diplomacy and American financial actors were significant tools for
the post-WWII American foreign policy goals by focusing on the Turkish
experience. Lastly, it will bring a deeper understanding to the keywords mostly used
for this period such as “Americanization in Turkey,” “the Marshall Plan,” “Turkey’s
economic dependence on the U.S.” or “Turkey’s modernization through the
American institutions.” Rather than evaluating the general framework of the U.S -
Turkey economic relations, this dissertation aims to highlight the personal
contributions of “these Americans,” who made a difference, such as Barker, George
McGhee, and Clarence B. Randall, especially to the growing economic integrity and
commercial and business relations between the two states in the early Cold War

period.

1.1. Literature Review

The existing literature highlights the post-WWII roles of American financial actors to
spread American commercial activities globally. Different administrations had
assigned such people to international posts to manage American aid programs,
supervise credit allocations, and protect investments since the early 20th century and

the trend continued after 1945. Thanks to their backgrounds in business and
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economics, these people were good at detecting financial shortcomings and
opportunities, channeling aid and credits to relevant fields and institutions, building
strong reputations among decision-makers, and introducing American companies to

these countries.

Despite commonalities in methods and practices, the name of this type of foreign
policy and its actors has varied. “Dollar diplomacy” was coined as a term in the early
20th century to describe the use of financial tools to enhance political influence over
other states. Such policy included promoting national brands and products in new
markets, concluding aid and credit deals with other governments, and exploiting host
countries’ resources. Several authors have criticized this policy because of its
resemblance to imperialism. The financial supervision formula has been labeled as
another version of imperialism designed to exploit weaker states’ resources through
greedy profit-seekers such as private bankers, financers, and businesspeople. In the
hands of such agents, the processes of guiding foreign governments through
controlled loans, aid, and markets could only create more dependent states. State-
exercised foreign policy goals supported by immense private sector involvement
would build authority similar to that of an imperial power. Financial imperialism
with active dollar diplomacy involved ending the “splendid isolation” of the U.S.
from questionable relations with other actors, as Frederick C. Howe explains. It
further involved a transformation of the Department of State while putting all state-
level agencies under Wall Street’s orders together with concession seekers, munition
makers, and all those who would exploit weaker peoples under the philanthropic

assurance of promoting their development.?®

2 Howe, “Dollar Diplomacy and Financial Imperialism under the Wilson Administration.”
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Emily Rosenberg approaches the controversy of dollar diplomacy from both
perspectives. In Financial Missionaries to the World, she supports Howe’s
arguments that U.S. policy in the early 20th century evolved into a pattern of
“colonialism by contract.” The Roosevelt and Taft administrations worked intimately
with private bankers and business leaders to extend conditional loans and direct
investments toward potentially unstable and economically “primitive” countries in
the name of diplomacy. By the end of World War I, President Woodrow Wilson also
aimed to promote a U.S.-administered sphere of influence in the world enforced
through American agencies and supervisors appointed by the U.S. administrations.?*

All efforts were closely connected to profit and exploitation.

Regardless of the controversy surrounding this trend in the first part of the 1900s,
Rosenberg argues that the post-WWII system required that revisions be made to
correct the contradictions of dollar diplomacy. The Truman administration aimed to
create a more integrated and internationalized alliance against communism, which
curbed the imperialistic tendencies of dollar diplomacy. The promotion of American
economic influence through loans, credits, and investments evolved to achieve
overall capitalist enhancements among America’s allies.? Like previous efforts,
people from the worlds of business and finance fit into this new foreign policy
approach. In Spreading the American Dream, Rosenberg praises these American

actors and their pivotal roles in the decision-making processes of the early Cold War

24 Emily S. Rosenberg, Financial Missionaries to the World: The Politics and Culture of Dollar
Diplomacy, 1900-1930 (Boston: Harvard University Press, 1999), 1, 3, 253-54.

% |bid., 255.
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period. Both the Truman and Eisenhower administrations believed in the power of
private enterprise, open access to commerce and investment markets, promotion of
flows of information and culture, and, most significantly, encouragement for other
governments to replicate the American experience. They assigned people with such
capabilities to key positions.?® All of these methods fundamentally targeted
international economic and political stability rather than profit maximization and

exploitation prioritized in dollar diplomacy.

Harry Bayard Price refers to the Marshall Plan as a method that aimed to bring
economic and political stability to America’s allies. The Truman administration
tasked governmental institutions, political actors, and American businesses with
restoring the health of teetering Western European economies in the post-war period.
The U.S. Department of Commerce and Department of State, Economic Cooperation
Administration (ECA), and Organization for European Economic Co-operation
(OEEC) collaborated in harmony, identified fields to be supported, and allocated
funds for development projects. International financial institutions such as the World
Bank provided cash flows to these projects and secured an investment-safe
environment for business partners. Besides European reconstruction, the plan also
developed comprehensive local outlooks and projections for economically
challenged areas such as Turkey. By understanding country requirements and
planning types of projects capable of gaining maximum enthusiasm and support,

these institutions and their actors achieved a great deal up until 1952, the year in

2 Emily S. Rosenberg, Spreading the American Dream: American Economic & Cultural Expansion
(New York: Hill and Wang, 1982), 7.
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which the Marshall Plan concluded.?’ Price describes this collaboration as a great act
of statesmanship. The American agents who took part in the process, such as
ambassadors, mission chiefs, and commercial attachés, specialized in the economic
dynamics of different countries and paved the way for the promotion of the

American economic model and business overseas.?

The Foreign Assistance Act was submitted to Congress in 1948. It tasked the
Economic Cooperation Administration (ECA) with handling the operational aspects
of the recovery program subject to the Department of State’s control in areas relating
to foreign policy.? This draft also expanded the involvement of business managers,
industrialists, and financers in decision-making processes. Michael J. Hogan, in
“American Marshall Plan Planners and the Search for a European Neocapitalism,”
underlines that the American private sector was interested in relieving suffering and
combating communism, but achieving these goals also meant stabilizing currencies
and exchange rates, reviving industry, liberalizing international commerce, fostering
integration, and boosting productivity. Administrative positions such as those of
ambassadors and mission chiefs required expert management by men with practical
knowledge of the business, and many were ready to fill those roles. Their presence in
state operations enhanced the international activities of their affiliated businesses and

corporations.

27 Harry Bayard Price, The Marshall Plan and Its Meaning (Ithaca: Cornell University Press, 1955),
412.

28 1bid.

29 Hogan, 54.
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Indeed, the Marshall Plan and its actors enhanced the scope and recognition of
American products, services, and know-how capabilities. Feeling safe in making
investments, many large and small American companies alike took part in
reconstruction plans for America’s friends and enjoyed the benefits of foreign
markets. In their edited book, Alfred Chandler and Bruce Mazlish claim that
American MNCs were the ultimate winners of the post-WWII reconstruction era.
These MNCs sold their products, established overseas branches, and invested billions
of dollars in profitable foreign markets. Among essays in that book focusing on
different eras, Geoffrey Jones narrates the expansion of notable American
multinationals such as General Electric, General Motors, and Ford in the 1950s.
After gaining an invaluable place in world markets and establishing budgets in the
millions of dollars, these MNCs started to identify themselves as major powers in
selling Americanism to the world, which helped them claim space within U.S.
foreign and commercial policy agendas.®® Mira Wilkins supports Jones’s arguments
about the undeniable rise of American MNCs in the post-WWII period. However,
rather than highlighting MNCs’ roles in power dynamics, she focuses on the good
deeds that they performed, linking the spread of Americanization to mutual
prosperity and American modernization theory rather than profit maximization

ambitions.3!

Authors focusing on American modernization theory practices in the 1950s share
Wilkins’s perspective. Nick Cullather describes the Marshall Plan and its architects,

such as American engineers, people in business, economists, and diplomats, as ardent

30 Chandler and Mazlish.

3L Wilkins.
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supporters of American modernization. They believed in American virtues such as
free markets and democracy. They also encouraged traditional societies to follow a
convergent path toward American-type modernity in the 1950s. Just as “dollar
diplomacy” foresaw the safeguarding of significant political interests through
economic integration, selling American virtues could achieve the same impact with a
new purpose: the economic enhancement of an integrated alliance. Therefore, in the
wake of the Cold War, both the Truman and Eisenhower administrations supported
the ideals of these actors while mapping out foreign policy agendas, especially in
countries like Turkey, where they had limited knowledge about cultures, economic
traditions, and livelihoods. These actors encouraged U.S. institutions to embrace a
more enduring industrialist trajectory. The ideals of modernization took root as
livelihoods made by scraping by were eliminated in other countries, and self-
sufficiency through enhancement of the strengths of the host state was highly
correlated with larger production volumes.3? These agents were assigned to such
countries and were tasked with helping to achieve economic enhancement by

Americanizing mindsets, state policies, and markets.

Significantly, after American institutions and advisors increased their influence over
the Turkish economy in the late 1940s, the Turkish governments and business elite
grew accustomed to American products, methods, and services in the 1950s. The
Democrat Party (DP) government portrayed American aid, credit, and advice as a
fast track to modernization. The business class looked for opportunities to partner
with American businesses as vendors, overseas branches, or co-investors. Morris

Singer confirms this influence of American actors over Turkish political and

32 Cullather.
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economic agendas. He relates the taste for macroeconomic liberalization through
American products and services in the Turkish market to the people’s choice to elect
the DP over the more statist Republican People’s Party (RPP) in 1950. Enjoying the
economic guidance of American actors, the DP promised more American capital and
the retreat of the state and state-owned enterprises (SOEs) from monopolized sectors.
Several American firms accordingly arrived in these sectors, such as oil and mining,

to increase efficiency and profits in an investment-friendly environment.®®

At the same time, the DP’s rise to power was a natural result of increasing liberal
tendencies and economic demands since the beginning of the post-WWII period
thanks to the arrival of the first wave of American advisors in Turkey. Erik Jan-
Zurcher considers the political reform of 1947 as the turning point in this regard. The
RPP was struggling to abandon the statist economy as that policy increasingly came
under attack from Turkish business circles and Americans. Its political challenger,
the DP, made itself an apparent supporter of a liberal economic model. After Turkey
started receiving American aid, the DP’s argument was strongly reinforced by the
activities and later the reports of American advisors, pushing the RPP to make
alterations in its economic approach.3* Zircher highlights American industrialist
Max W. Thornburg as the key influential figure in government circles, and his
economic development recommendations were certainly well respected. With
Thornburg opening the doors, new American actors worked closely with Turkish

governments; for example, Ambassador McGhee and petroleum engineer Max Ball

33 Morris Singer, The Economic Advance of Turkey 1938-1960 (Ankara: Turkish Economic Society,
1977).

34 Erik J. Zurcher, Turkey: A Modern History, 3rd Ed. (London: I.B. Tauris, 2004), 215-16.
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were the architects of privatization laws enacted in 1951 and 1954.% In The
Emergence of Modern Turkey, Bernard Lewis joins Ziircher in arguing that
American administrations favored private enterprise and worked against statism with

the help of their advisors.®

The arrival of Marshall Plan aid and credits empowered the American actors to join
the decision-making processes of investment projects; they even became authority
figures in Turkish modernization efforts. Until the late 1940s, the RPP administration
saw heavy industrial facilities and the manufacturing of industrial goods as the
country’s future. Turkish modernization goals were shaped by the idea of catching up
with Western democracies, especially through advancements in heavy industry, and
it was believed that state institutions should assume that task. Caglar Keyder states
that after being funded by American aid controlled by American chief executives,
Turkey’s dreams of modernization through industrial development were replaced
with agricultural enhancement.3” Aiming to make Turkey a granary for the alliance
and believing that rural development would be a more realistic goal, American actors
first convinced the RPP government to approve this pattern in development and then
introduced American agricultural goods to the Turkish market. Keyder relates the
growing numbers of tractors in Turkey in the late 1940s to American actors’

influence in the short term,*® while Begiin Adalet states that the DP continued to go

35 Ahmad, Feroz, The Turkish Experiment in Democracy, 1950-1975 (London: C. Hurst & Company,
1977), 124, 131.

% Bernard Lewis, The Emergence of Modern Turkey, 2nd Ed. (London: Oxford University Press,
1969), 315, 317.

37 Caglar Keyder, State and Class in Turkey: A Study in Capitalist Development (New York: Verso
Books, 1987), 119.
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along with the recommendations of American advisors after they secured leadership.
They denounced railway-led industrialization projects, which Turkey had focused on
in the republican era. Instead, the DP budgeted for the extension of a highway
network into the hinterlands of Anatolia with the help of the U.S. Bureau of Public

Roads, as recommended in advisors’ reports.*

In addition to encouraging the Turkish administrations to adopt liberal economic
policies, American advisors and mission chiefs also helped promote American
businesses in Turkey. These people usually belonged to the private sector besides
their governmental assignments in Turkey, and they naturally tended to direct the
Turkish governments toward favoring free enterprise. The RPP governments were
even started to be convinced by American advisors about establishing a well-working
democracy, achieving modernization, and challenging the communist doctrine would
be impossible without the flow of private capital.*® Coming to power in 1950,
Menderes and DP decision-makers began handling negotiations with American

investors personally, and American advisors set up these meetings.*

American commercial actors also influenced the Turkish business elite. Wanting to
participate in more profitable industries, several wealthy Turkish business families

found a chance to partner with American MNCs while state institutions promised to
retreat. McGhee and Barker insisted that mediating between Turkish and American

businesses would benefit both sides; partnerships could familiarize Americans with

39 Adalet, 7.

40 Korkut Boratav, Tiirkiye Iktisat Tarihi 1908-1985 (Turkey’s Economic History 1908-1985)
(fstanbul: Gergek Yaymevi, 1998), 76.
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this new market while the Turkish business elite could access American MNCs’
resources and know-how capabilities. Indeed, after positioning their products and
services in the Turkish market, several American MNCs expanded their investments
in Turkey by constructing factories or mines. Learning from their American partners
how to conduct international operations and adopting their know-how capabilities,
Turkish business families stepped up and filled the Americans’ shoes in Turkish
market operations, such as the Kog, Eczacibasi, and Sabanc1 families. The changes in
the political economy and the enacting of new privatization laws with the help of
American actors fueled Turkish businesses’ hunger to dive into formerly nationalized

areas.*

Forging a multidimensional sphere that included officials, financiers, and
businesspeople in economic cooperation led to the enlargement of the group
demanding Americanization in the 1950s. With increasing American influence over
the Turkish economy, new actors initiated deepening cooperation and reduced the
foreignness felt between the two sides. As new academics and businesspeople
continued to arrive, American commercial representatives strengthened their ranks.
After doing business in Turkey, American MNC owners such as Conrad Hilton,
General Electric Chairman of the Board Philip Reed, and the DP’s paid lobbyist
Thomas Dewey joined the inner circle and campaigned to strengthen Turkish-
American business relations. To establish American-style businesses, American
academics arrived in Turkey with the aims of educating future managers and MNCs

to run employee training facilities and funding American-type business schools. All

42 Ayse Bugra, State and Business in Modern Turkey: A Comparative Study (New York: State
University of New York Press, 1994).
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of these actors contributed to the development of an American-influenced

government, market, and economic mindset in Turkey in the 1950s.

Secondary sources present the general framework of the era and of Turkish-
American economic and financial relations. However, the most significant sources
offering a foundation for this dissertation are the personal accounts of the American
actors, other eyewitnesses of Turkey’s economic transformation, the publications of
American MNCs presenting their operations in the Turkish market, and state
publications covering the period between 1945 and 1960. Many American diplomats,
financial advisors, academics, and mission chiefs who served in Turkey later
published their memoirs. Additionally, some of their Turkish colleagues and other
businesspeople recorded their memories of dealing with these Americans. These
sources provide a comprehensive narrative, including details about the Turkish
economy, business culture, and market opportunities and drawbacks in the 1950s.
Chronologically tracing all this information allows researchers to reconstruct the
stories of American actors who served in Turkey during this period. These sources
also explain why and how these actors became influential figures with the motivation

to practice both commercial and public diplomacy.

For example, American petroleum expert and economic advisor Max W. Thornburg
laid out a detailed survey of Turkish economic conditions in the late 1940s. His
preliminary study, presented to the Turkish government, proposed various pieces of
financial advice to achieve true modernization.*® Thornburg’s critical thoughts about

the statist economy and his proposed solutions generally followed a path for the

4 Max Weston Thornburg, Turkey: An Economic Appraisal (New York: The Twentieth Century
Fund, 1949).
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initiation of liberal economy and privatization. This comprehensive work became a
guidebook for both other American advisors who arrived in Turkey and Turkish
decision-makers, the latter of whom tended to put aside their skepticism of foreign
capital and adopt liberal economic methods. Even the formerly-statist RPP
governments of the late 1940s admitted that Thornburg was not entirely wrong.** As
a young Harvard graduate economist nominated as a fellow of the Institute of
Current World Affairs, Richard Robinson’s decade-long presence (1947-56) and
studies in Turkey made him the top American with the best knowledge about the
country. Robinson published numerous works in the fields of economy and business
in addition to his reports narrating the developments in Turkey. Taken together, these
works offer a detailed narrative of how Turkey’s agricultural industrialization
campaign was launched, how it progressed, and how American advisors like
Robinson himself took part in the process.* Following Turkey’s first attempts to
transform its economy from a statist to a liberal one or one embracing the methods of
American MNCs, activities in Turkey were possible starting from 1947. The
chronology of Robinson’s narrative highlights significant milestones, such as the
stepping down of the RPP government to be replaced with the more liberal DP in
1950, Turkish attempts to lure American investors by enacting privatization laws in
1951 and 1954, and the arrival of MNCs to the Turkish market. It also reveals deeper
details in the process, such as the introduction of American MNCs through Marshall
Plan funds, earlier problems and drawbacks of the Turkish market and legal system,

and changing attitudes toward foreign investment. Such an organized narrative of the

44 Zircher, 215-16.

4 This body of work comprises two books and two articles: The First Turkish Republic: A Case Study
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period, explaining both general milestones and specific details, allows researchers to
understand how and why American business interests, and especially those of
businesses directly related to agricultural industrialization, peaked in Turkey in the

mid-1950s after the enactment of a foreign investment incentive law in 1954.

His accounts also reveal actors’ critical roles in the process. With degrees in
economics and management experience in MNCs or other various business fields,
these people could think and act according to capitalist virtues. Obtaining the state’s
support for their mission to Turkey, they adopted a realistic business-promoting
policy. Furthermore, they addressed Turkey’s problems with the aim of helping an
ally in the wake of the Cold War, worked toward building up partnerships between
American MNCs and Turkish businesspeople, and constructed a shared trust between
themselves and Turkish decision-makers. Ambassador McGhee explained how his
own background in the petroleum business and his networks among well-known
geologists such as Max Ball helped him bring together the DP government and key
Americans on business-related issues.*® McGhee’s released personal papers similarly
highlight his role as a mediator between the Eisenhower administration and the DP
government after he left his diplomatic post in Turkey. He continued to support
Turkish causes in the U.S., met with Turkish delegates, and lobbied for Turkey in

American business circles even after leaving that diplomatic post in 1953.

The personal papers of other eyewitnesses reveal further details about business-
promoting activities and personal thoughts on those processes. For example, Barker’s

surveys and meetings with the Turkish business elite produced significant knowledge

4 George C. McGhee, On the Frontline in the Cold War: An Ambassador Reports (Westport, Conn.:
Praeger, 1997).
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about the expectations of Turkish businesspeople and the problems of the Turkish
market in the late 1940s. To meet the demands, Barker organized meetings between
Turkish businesspeople and the agents of respected American MNCs such as
International Harvester Company and Socony-Vacuum to improve collaboration.
Eisenhower’s chief economic representative in Turkey, Clarence Randall, who was
the chairman of the board of Inland Steel Co. and a member of the business advisory
council of the U.S. Department of Commerce, provided details in his papers of his
business meetings with Turkish government officials, including President Celal
Bayar, Prime Minister Adnan Menderes, and prominent businessman Vehbi Kog. In
those meetings, Randall clarified the expectations of American business circles for
investments and suggested that the DP administration and the Turkish business elite
should think like American business circles. For improving the understanding of
American businesses in Turkey, Randall can be considered another key figure who

paved the way for the enactment of the privatization law of 1954.

This dissertation aims to fill two gaps in the existing literature. First, it focuses on the
Turkish dimension of the U.S. post-war modernization and Americanization foreign
policy with the help of American business circles. Even though the American aid and
credit plans to Turkey through the Marshall Plan and Truman Doctrine and their
impact on the Turkish economic thoughts were studied thoroughly, the role of
American business and its representatives in governmental positions have not been
enlightened in detail. As these figures are underlined as key actors in terms of
promoting American business and commerce to America’s allies in the early Cold

War period in many notable American authors’ narratives, such as Rosenberg,
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Wilkins, and Chandler, this study reveals how and why they were influential in

Turkey during the same period.

Secondly, this study offers a comprehensive reading of the U.S.-Turkey commercial
and business relations in the early Cold War period by centralizing American
individuals whose impact on the process was crucial. Many works in this field state
American influence over the Turkish economy and conclude that American direct
investments have never reached significant amounts despite introducing incentive
laws. Turkey became dependent on American economic support for years. Still,
reading the memoirs and experiences that the American actors served in Turkey
explains how and why Turkey has advanced on these paths. Forming chronological
and logical linkages among these actors’ narratives also presents the

comprehensiveness of this story.

1.2. Structural Organization

This dissertation aims to understand several American commercial diplomats’ role in
reshaping of Turkish economic mindset and paving the way for American business to
dominate the Turkish market in the 1950s. The second part of this sentence has been
excessively discussed in both Turkish and American literature and agreed the
American influence over the Turkish economic thoughts in the 1950s. However, this
dissertation aims to fill the gap in general narratives and arguments by crediting the
true actors, who enable such an influence. To highlight these narratives and
arguments, this dissertation reviews the personal accounts, books, and papers

introduced above.
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In light of the deepening economic integration and political closeness between the
two states with the Marshall Plan and Truman Doctrine, Turkey began to see
American actors and institutions as role models for economic development and
modernization. The U.S. was even referred to as a “big brother” in several accounts
in the 1950s.4’ The drastic improvements in agricultural production, mechanization,
infrastructure, and other sectors thanks to the services and products of American
companies served to popularize anything American in Turkey, including liberal
economy, privatization, and American brands. When the Marshall Plan ended in
1952 and governmental economic aid for Turkish modernization efforts was stopped,
private investments from American MNCs appeared as replacements for sustaining
that development. The DP government and American actors met on common ground
and worked together to merchandize the Turkish market. As my father experienced,
even small towns of Turkey began gaining access to American goods and services
and were visited by Americans who aimed to design a “little America” in Turkey.
Therefore, their story and experience in Turkey became the most significant tool for
this dissertation. While this thousands of miles away unknown, developing country
was placed on the U.S. administrations’ foreign policy agendas as a potential ally, a
state that should follow the American modernization and economic mindset, and a
new market that the American business and products could enter. These actors made
all happen thanks to their commercial diplomat skills and personal interactions with

the Turkish governments.

47 See Hiiseyin Bager’s Tiirk Dis Politikasinda 1950°li Yillar (Turkish Foreign Policy in the 1950s)
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This dissertation follows a chronological path covering the era between the end of
WW II and the 1960 Turkish coup d’état. Four main chapters are devoted to specific
subperiods, presenting milestone events and highlighting significant cases or actors.
The first main chapter evaluates Turkish and American political and economic
conditions in the early post-war years. Losing its main trade partners and political
allies in 1946 and facing the Soviet adversary alone, Turkey was appreciative of
America’s interest in Turkey’s political stance. Turkey’s inclusion in the Truman
Doctrine and Marshall Plan deepened the relationship between these two states,
which paved the way for American actors to re-enter the picture. Attracted by the
recommendations of these American advisors and mission chiefs for the economy
and modernization, the RPP government changed its old-school statist
macroeconomic thoughts in the late 1940s. The visible achievements of American
companies through the Marshall Plan, such as improving infrastructure, building
dams, and mechanizing agricultural production, influenced DP politicians and the
business class in Turkey that inviting American capital and service could be an
alternative to statist development. In early 1950, the RPP established a more liberal
cabinet and enacted an improved foreign investment law to replace strict statism with
guidance from Thornburg and ECA Chief of Staff Russell Dorr. The DP, as the
opposition party, promised more liberal laws and American capital in its campaigns
for the 1950 election. Hand in hand with Turkish business elites, who wanted to
partner with more American MNCs, the DP won the elections. It then launched
another economic campaign that included more American advisors, diplomats, and

academics.
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The second main chapter focuses on the transition in Turkey and highlights the
critical roles of American actors working closely with Turkish decision-makers. The
rise to power of the DP in 1950 was an expected result of the increasingly changed
demands of the public. The election of a political party that prioritized a liberal
economy and privatization gave American actors a green light to intensify
Americanization in Turkey. Between 1950 and 1953, Turkish-American relations
were amicable, with similar reflections in the business sphere. Turkey renewed and
improved its foreign investment laws by working with American officials such as
McGhee and Leon Dayton in 1951. Barker introduced prospective American
investors to Turkey’s DP leaders and notable business families. One by one, new
American MNCs and investments arrived in Turkey with the promise of contributing
to Turkey’s modernization process. Turkey’s decision to join the Korean War and
NATO further enhanced the country’s political prestige among American business
circles. By late 1952, supporting a staunch ally’s economic growth had become a

significant objective for the Department of Commerce and American investors.

The period from early 1953 to the end of 1955 was a honeymoon of sorts for
Turkish-American business relations. The third chapter narrates how American
companies established excellent reputations in the Turkish market and how
American actors earned the highest trust among Turkish decision-makers. The new
foreign investment incentive law of 1954 and the privatization law on oil enacted in
the same year were designed by Americans to make American companies feel at
home in the Turkish market. Within two years of the passing of the privatization law,
many American MNCs had entered the Turkish market in different sectors such as

oil, pharmaceuticals, motor engines, and mining, bringing competition to the market,
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providing know-how, and allowing many Turkish families and individuals to
participate in the greater business framework. That period also coincided with the
emergence of cash-flow problems in the Turkish economy due to the growth in
imports, drastic currency cuts after the aid programs ended, and a fall in the prices of
Turkish export products after the European market recovered. These newly emerging
negative indicators revealed that Turkey should produce more, import less, and
attract more foreign investments to preserve economic sustainability in the

forthcoming years.

The final main chapter focuses on the appearance of economic and political
uncertainties in Turkey in the second part of the 1950s and the changing job
descriptions of American actors. It evaluates American businesses’ responses to the
recession in Turkey and American advisors’ efforts to help Turkey find short-term
aid and credits for balancing payments. A faltering economy, a steep rise in inflation,
and the loss of value of the Turkish lira against the dollar put business investments
into a deadlock. Both American and Turkish governments and institutions relatively
lost their interest in increasing the volume of foreign investments. Instead, rapid
solutions such as agreeing on new credit deals or securing economic aid topped the
economic agenda. Significant figures such as Randall and Dewey found themselves
negotiating with the Eisenhower administration to aid America’s ally rather than
engaging in their former investment lobbying activities. Launching an economic
recovery program to limit expenses and re-regulate domestic and international
payments in 1959, Turkey restored some of its credibility in the eyes of American
business circles. The DP signed a lucrative investment contract worth $60 million

with a petroleum consortium led by Mobil Qil as the only significant business partner
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of the period. Finally, the 1960 Turkish coup d’état ended the DP’s reign, bringing
greater uncertainties to the Turkish market and a questioning mindset regarding the

all-around Americanization of the economy.

1.3. Methodology

This dissertation generally relies on primary sources representing Turkish and
American perspectives to construct the narrative outlined above. These sources
include personal memoirs, papers, and memoranda of American actors such as
Thornburg, Barker, Randall, and McGhee. In addition to their individual memoirs
and reports, the minutes of the Grand National Assembly of Turkey (GNA),
documents derived from the Directorate of State Archives of Turkey, statistical data
obtained from the Turkish Statistical Institute (TUIK) and the Central Bank of
Turkey (CBT), newsletters of the Turkish Information Office in New York,
American periodicals such as the New York Times and Wall Street Journal, and
newspaper articles and advertisements from Turkish newspapers such as Cumhuriyet,
Ulus, Tan, and Zafer were consulted. Documents from the Foreign Relations of the
United States (FRUS) series and National Archives and Records Administration
(NARA), data from the Statistical Abstracts of the United States series, and
publications of the Department of Commerce, U.S. Congress, American Enterprises

Association Inc., and the World Bank were also used.
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CHAPTER I

“The outstanding characteristic of the Turkish scene is its dynamism. Turkey is
neither a war-torn country nor a decaying economy. When Atatlrk pulled the throttle
wide open after the Republic was founded in 1923, he unloosed regenerative forces.
After twenty-six years of the new social, political and economic experiences into
which Turkey’s headlong transformation has plunged her, the tempo has quickened.

Turkey today is definitely on its way. The question is, Which way?”

Max W. Thornburg“®

2.1. Turkey En Route to American Influence in the Post-WW!II

Period

Before Turkey’s heavy economic Americanization in the post-WW!II period as a
result of the influential work of American financial advisors, some American

business operations were present in the Turkish market. However, these initiatives

4 Thornburg, Turkey: An Economic Appraisal, vii.
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were very limited due to Turkey’s economic, political, and legal restrictions on
foreign capital since the republic’s foundation. Turkey never underestimated the role
of foreign capital in modernization but considered it key to keep it under state
control. The RPP government strictly controlled imports and signed clearing
agreements with foreign states to limit the dependency on foreign capital. In
unpredictable war conditions, the government aimed to keep foreign currency and
gold assets inside the country. The post-war recession and the devaluation of the
Turkish lira, which dramatically lost value against other currencies, necessitated
tighter state control over foreign businesses.*® The business operations of foreign
investors were also restricted by two securities and stock exchange laws enacted in
1925 and 1930. These laws aimed to protect the domestic market against foreign
capital monopolization initiatives by limiting the assets, operations, and profits to be
taken away from Turkey. In such a protectionist environment, only a few American
MNCs including Ford, Socony Qil, and the American-Turkish Investment Co.

(Turkish Match Company) were willing to do business in Turkey in 1945, >0

In addition to these disincentives, strict statism was pursued as the primary political-
economic orientation, limiting the maturity of national and foreign private initiatives.
Even Turkish businesspeople struggled to get the necessary loans from state banks
for large-scale investments. This group was also excluded from the state’s most
significant industrial sectors, such as oil and steel, which the state aimed to

monopolize.>! However, this rigid economic understanding began to be challenged in
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the post-war period. With financial blows suffered as a result of drafting the
workforce, reduced production, and the loss of trade and credit partners during the

difficult interwar years, Turkey fell into an economic recession.

Turkey did not join the fighting and experience the devastation of WWII. However,
it had to allocate workforce and national assets to national defense and purchase arms
from the Allies. Despite making expensive arms purchases, Turkey cited its military
weakness and lack of modern equipment as the main reason for refusing to join the
war along with the Allies.>? Furthermore, the division of loyalties, with some
sympathy for the belligerents’ policies, played a major part in keeping the country
out of the war. However, feeling insecure about the possibility of invasion caused
Turkey to summon one million men to military service, which crippled the economy
by diverting resources and taking labor away from the fields.>® Turkey could not yet
disarm itself in the post-war period despite the economic drain, but it continued to be

indebted to foreign states in credit and kind.

To reduce its growing budget deficiencies and debts and keep foreign currency and
gold reserves, Turkey mainly sought to secure clearing agreements to purchase
military equipment from Germany.>* Limits on foreign capital injection through such
deals were utilized to fuel industrialization in the 1930s. However, during the war

years, defense expenses were high. Furthermore, drafting more men and losing that
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workforce in industry and agriculture obliged Turkey to tax the peasantry more.>® An
unsustainable tax-based economy with lower trade volumes threatened to diminish
the currency and gold assets in the short term. It also caused social unrest. The
heavily taxed masses, primarily farmers, accounted for a large portion of the Turkish
population in the mid-1940s, and losing their favor could mean losing the right to

govern in the upcoming elections in 1946.%

Alongside these growing economic challenges, Turkey also faced larger geopolitical
problems. When Turkey approached the Soviets to re-ratify the Soviet-Turkish
Treaty of Friendship and Neutrality of 1925, Stalin proposed a counter-agreement
including harsh demands from Turkey. In a change to the accords of the Montreux
Convention Regarding the Regime of the Straits, the Soviets demanded bases on the
Bosporus. They also demanded the annexation of Kars, Ardahan, and Artvin in

northeastern Turkey, which had been part of Turkey since 1925.%’

Standing alone against the Soviet threat seemed unbearable for Turkey. Moreover,
the other allies, France and Britain, were far from being capable of aiding Turkey. As
the ultimate winner of World War 11 and the champion of the free world, the U.S.
believed that Britain’s military presence should secure the Middle East and

neighboring regions. However, the Truman administration also accepted that the
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Soviets could counteract the weakened British power in the region.>® After the war,
Britain found itself in a tangled position; it still possessed much of its empire,
including the Middle East, but had minimal financial resources to maintain political
and military control over it. Desiring to share power through regional pacts and to
include a superpower in its defense framework, Britain hoped that the Truman
administration would take a larger role in Middle Eastern politics.>® The president
was also in favor of such an agreement. He believed that Turkey could be a valuable

addition to such a pact as it was already threatened by communist expansion in 1946.

Mutually, Turkey had long wanted to be accepted by the “Western Club,”®® which
consisted of European democracies and the U.S. Each Turkish government since the
foundation of the republic followed a policy aimed at establishing good relations
with the West and catching up with Western economies and modernity. In 1946, this
goal seemed more vital as Turkey found itself in political tension with the Soviet
Union.%! However, in 1946 Turkey was still far from being prepared to join this club
despite its great enthusiasm. Compared to the Western powers, Turkey had neither a
capitalist economy nor full democratic representation. Its statist economy was not

productive and its market was closed to liberal initiatives. Its army was weak and
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Joseph M. Jones, The Fifteen Weeks (February 21 — June 5, 1947) (New York: Harcourt, Brace &
World, Inc., 1955), 6.

60 This term was coined in the Turkish context by notable Turkish author Nasuh Uslu, who published
many works on Turkish-American relations in the 20th century. See his book titled Turkish Foreign
Policy in the Post-Cold War Period for further information.

61 Harris, 15.

38



primarily based on drafted soldiers rather than tanks and aircraft.%> Democratic
institutions were controversial, as seen in the national elections of 1946. Turkey
could be a useful addition in the fight against the communist threat in the region;
however, many were concerned about its shortcomings.®® According to the early
predictions of U.S. embassy personnel in Turkey, without a capable military and
financial support, Turkey could not realistically challenge the Soviet threat. %
Furthermore, without establishing a liberal economy and functioning democratic

representation, it could not adapt fully to the “Western Club.”

On the other hand, the budget allocated to the military was largely devoted to
expenses for the draft and upkeep, and the purchased war machines seemed
inadequate for challenging a real Soviet military threat.®® An unhealthy economy
with escalating foreign debt would also eventually cause cutbacks in military
projects, which seemed to seriously hamper Turkey’s growing security concerns. The
further reduction of military expenses, however, was impossible in the face of the
Soviet threat. Turkey had been faltering economically since the 1940s; productivity
was relatively low, the domestic market was barely fed, and the situation was
unlikely to be improved in the upcoming years. State revenues were generally based
on excessive taxation while foreign trade had almost completely dried up.%® From the

Turkish perspective, the harsh war years halted their modernity and development
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projects; however, American experts did not share that belief. Their early estimations
commonly underlined the position that Turkey’s statist economic model was far from
reaching Western standards and could never be efficient without private capital.®” In
light of these observations, an economically and militarily weak Turkey — by the
British, French and Turkish estimations — would be prey for the Soviets if none of
the Western powers opted to intervene.®® The State Department’s Office of Near
Eastern and African Affairs (NEA) shared all these concerns; however, this
division’s agents were reluctant to alarm authorities by suggesting an imminent
military takeover of Turkey by the Soviets.  Still, it seemed, the U.S. should be

prepared to intervene in the event of a real threat.

Losing Turkey to the communist Soviets in the early period of the Cold War could
damage the Allies’ interests in the region. Besides other possible political outcomes,
if the Soviets took over Turkey, they could spread the Soviet economic influence
across the Middle East and the Balkans, with the West losing significant resources
and markets. Leaving the Turkish Straits to Soviet control would raise the dangerous
possibility of Soviet financial control over a strategic route to the Middle East’s
petroleum resources. To maintain Turkey’s stability as well as that of the Near East,
the Truman administration offered Britain a joint action. It was projected that Britain

would furnish Turkey’s military forces with arms and equipment, while the U.S.

67 Such references can be seen in the reports of Max Weston Thornburg and James M. Barker, who
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would support Turkey economically.”® However, Britain did not have enough

economic strength to help with Turkey’s military improvements.

In the spring of 1946, while the rift between Turkey and the Soviets over the Turkish
Straits continued, the Truman administration decided to launch an action, even if
only a symbolic one, to show that the U.S. had no intention of abandoning Turkey to
its fate. Washington dispatched the battleship U.S.S. Missouri to Istanbul carrying the
body of the recently deceased Turkish Ambassador to the United States, Munir
Erteglin. Returning the body of a deceased diplomat with funeral services in this way
was an unusual act of diplomacy and a meaningful gesture signifying U.S. interest in
the security of the Near East and Turkey.”* The American battleship was most
welcome in Turkey, as it showed America’s growing support for the nation’s
sovereignty. The arrival of the Missouri also heralded a gradual swing in Turkish

policy towards Washington.”

This significant milestone strengthened Turkey’s political position in the American
foreign policy agenda and accelerated Turkey’s addition to the American-led world.
Political convergence became the first step in enhancing bilateral relations. Turkey
would be more eager to adapt to greater American influence in military and
economic spheres to secure a U.S. alliance in the following years. Turkey’s symbolic

inclusion in the U.S.-led Western alliance with this diplomatic gesture in 1946 was a
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milestone that marked the beginning of Turkey’s forthcoming all-around

Americanization.”®

2.2. American Goals in Turkey in the Post-WWII Period

George Kennan once claimed that containing communism through the support of
allies was the best strategy against the adversary.”* American businesses, through aid
plans, hoped to gain large shares from the world markets by promoting their products
and services overseas. In addition to seeking political and economic gains through
aid plans or foreign policy agendas, these actors asserted that American virtues such
as democracy and freedom were essential for shaping other nations. Internationalist
politicians and big business owners who shared the same goals were ready to dive
into unknown world markets to achieve worldwide Americanized societies in these

years.” This was a strategy of both economic and business containment.

This new role arose from American modernization theory, which began in the late
1940s together with an emphasis on rapid economic development, sustainable growth
to achieve self-sufficiency, and the democratization of societies with the fulfillment
of the Marshall Plan. Achieving all such enhancements by following the American
ideals and utilizing American capital was the core of the plan, which necessitated an

economic integration among the allies under liberal economic thoughts and
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commercialism banners. In contrast to the methods of the former imperialist Western
European states, less developed countries such as Greece and Turkey were
introduced to American tactics for a modernized state-building system with the
unleashing of economic growth through know-how and engineering projects for
better infrastructure.”® Saving these states from communist influence and helping
them adapt to the Western alliance and its dynamics were the main goals here. In
addition to them, empowering business circles and commercializing free and
competitive markets naturally had a strong place in post-war American economic
spread among the allies goals because such an experience had already showed its

quality in formation of American economic power.”’

Drawing post-war developments together with the Marshall Plan, the implementers
of that plan, such as American engineers, businesspeople, economists, and diplomats,
played key roles. They envisaged encouraging traditional societies to follow a
convergent path toward an American type of economic modernization. Both the
Truman and Eisenhower administrations relied on reports from these actors while
mapping out foreign policy agendas, especially in countries where they had limited
knowledge about cultures, economic traditions, and livelihoods. Beyond political and
economic worldviews and their close relations in the practice of modernization
theory overseas, however, U.S. institutions also had a more enduring industrialist
trajectory. The ideals of modernization took root in efforts to eliminate poverty and

backwardness in other countries, and self-sufficiency was strongly correlated with

76 Scott.

" Charles S. Maier, “The Politics of Productivity: Foundations of American International Economic
Policy after World War I1”” International Organization, VVol. 31, No. 4, (Autumn 1977): 609.

43



larger production volumes.’® The role of the middle class, which would enhance
itself through economic development and guide other classes to promote democracy
and human rights to avoid communism, was also emphasized in this process.”
Facing the communist threat and in need of modernization, Turkey was a significant

target for Americanization in the post-WWII period.

Before implementing this plan, President Truman addressed Congress on March 12,
1947, to request $400 million in economic and military aid for the Turkish and Greek
governments, two states of Eastern Europe resistant to Soviet expansion but
experiencing financial difficulties. Subsequently, $150 million of that aid was sent to
Turkey for military purposes. Truman described Turkey as a valuable country for the
region’s stability.8° This amount of aid could give Turkey breathing room in meeting
the allocated budget for military expenditures and furnishing the Turkish army with
better war machines and equipment. The RPP government welcomed the Truman
Doctrine and the American decision to include Turkey in its military aid program.8!
This assistance aimed to reduce Turkey’s military expenses in 1947 to allocate more
budget for economic recovery programs and refuel the process of state

modernization, which had declined since the early 1940s.8
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The aid provided through the Truman Doctrine was mainly military. Therefore, these
funds were used only for military purchases and contributed little to solutions for
Turkey’s growing economic problems. In pursuit of economic development and
industrial modernization, the RPP government questioned the relevancy and capacity
of U.S. aid, which should have aimed at supporting Turkey’s determination to build a
self-sufficient and modernized country.®® Reducing expenses through the Truman
Doctrine would be only a short-term solution if an economic leap was not achieved

in these years.

In 1947, the GDP remained low in Turkey, at around $5.2 billion. Production rates in
agriculture fell by 11.7%, and growth in industrial development remained at 5% in
comparison to 1946.8* The early indicators of 1947 showed that the low economic
and commercial growth had slowed compared to the war years. Trade growth
remained at 4.1%, while it had grown about 30% during the war years.® 1946 would
be the last year in which Turkish exports surpassed imports.® The idea started to
appear among various bureaucrats and deputies that Turkey was unlikely to reach

productivity levels that would reinvigorate the economy without foreign incentives.®’

This idea was not groundless because Turkish decision-makers had invited foreign

advisors to study the Turkish economy and recommend modernization techniques
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back in the 1930s. In addition, Turkey had accepted loans from the USSR and
Germany to establish industrial and mining grounds, bought machines, and hired
foreign professionals in these sectors. Germany became Turkey’s top partner in
modernization through credits deals and arms and machine purchases in the 1930s.%8
Through these deals, Turkey settled its debts with finished products from newly built
factories. The deepening of these economic relations through clearing agreements
made Germany the top importer from Turkey in the early 1940s. Until 1945, only a
few months before the end of the war, Turkey was still maintaining a significant
trade volume with Germany, although it had decreased throughout the course of the
war due to pressure from the Allies. The U.S., particular after the Lend-Lease deal,
started to replace Germany’s role in trade with Turkey.®® However, losing its top
importer in 1945 interrupted Turkey’s foreign trade revenues and its mechanization
and modernization processes. Turkey was thus looking for a foreign trade model
similar to that it had developed with Germany to ensure continued development

progress with fewer economic costs.

On June 5, 1947, Secretary of State George Marshall delivered his famous speech

outlining a post-war aid program for war-torn European states. Such an aid plan was
necessary to finance the European states’ economic and financial reconstruction and
to safeguard them from communism. The popularization of socialist and communist

parties in France and Germany was particularly concerning; they could pose a
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serious threat of pulling Western Europe into Moscow’s orbit.?® Turkey, as a frontier
state at the crossroads of the Balkans and the Middle East, was also under the Soviet
threat since 1945. Marshall’s speech was subsequently transformed into the
Economic Cooperation Act in 1948. This act consolidated American political
relations with Europe through the construction of economic and commercial
partnerships. The plan was to secure $12.5 to $17.2 billion in grants and loans from
the U.S. Treasury and an additional $5.8 billion from the World Bank and other

financial institutions for recovery in four years.”

The American business sector was also a significant part of the economic recovery
program. Due to the devastation of European markets, recovery was expected to be
made through American products and services. Besides aiding governments and state
initiatives, the Marshall Plan also offered an American type of corporative
neocapitalism, which pushed a laissez-faire-minded political economy.®? In this
model, states were expected to accept changing economic conditions and open their
markets to foreign — mainly American — businesses. The adoption of American
economic liberalism, including increased cooperation between public and private
leaders and economic integration among America’s allies, could be achieved with

time.%
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The Truman administration promised to grant billions of dollar in credits and aid to
the Marshall Plan countries, to be overseen by American mission chiefs. These aid
and credit packages were to be used to buy the goods, equipment, and services
needed to stimulate these states’ recoveries. There were no binding conditions stating
that the companies to be chosen must be American. However, less war-damaged and
economically non-exhausted American companies were the most likely candidates to
help these countries get back on track with their products and services. The
governments would be the direct customers of the aid and credit, and individuals and
local companies could pay their governments for products in their own currencies.

Eventually, all would be using American products and services in return.%

In a pamphlet prepared by the ECA for American businesspeople, these roles were
clearly stated. The aid-receiving states were customers, American businesspeople
were sales associates, and the ECA was the banker.*® The Marshall Plan countries
could estimate their economic recovery needs and inform the ECA for financing.
After detailed estimations and studies, approved procurement through ECA branches
would deliver aid to these projects, either in cash or kind. The customers could then

contract for related items to be purchased elsewhere.*

American businesses would enter the scene after the ECA-approved credit and aid
authorizations as sales associates. The authorities promised to assist them in

providing commodities and services. MNCs had already settled in different markets,
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particularly small-scale enterprises that would be promoted overseas. The ECA
institutions in different countries would provide market intelligence and know-how
opportunities to improve their chances of becoming established vendors in new
markets.%” As they had done in the past, American companies would go after
business opportunities through private commercial channels, international trade, and
diplomacy. With the help of state institutions, they would contact foreign

customers and offer their products and services. The ECA, as the banker, would

finance those purchased commodities and services through foreign governments.

Selling in foreign markets is not easy for small companies, t