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Abstract

Inflation is an economic phenomenon that has been a primary concern in many countries,
including Turkey. This journal article aims to depict the evolution of inflation in Turkey over
recent years, along with the factors influencing it. The authors will present empirical data
and theoretical analysis of inflation in Turkey, as well as relevant policy implicationsTurkey
has witnessed a complex inflationary landscape characterized by fluctuations in the past
few decades. This article provides an overview of Turkey's inflationary history, starting from
the aftermath of the 2001 financial crisis to the more recent challenges posed by global
economic dynamics, such as rising oil prices, exchange rate volatility, and domestic
demand pressures. It also delves into the pivotal role of monetary and fiscal policies in the
battle against inflation.
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A. INTRODUCTION

Inflation, an economic phenomenon characterized by the persistent increase in
the general price level of goods and services within an economy, stands as a universal
concern and formidable challenge in the landscape of contemporary economic affairs.
It is a concern that transcends borders, impacting both developed and developing
nations alike, and Turkey, with its rich historical tapestry and vibrant economy, finds
itself firmly within the ambit of this pervasive economic issue. This journal article
embarks on a journey to illuminate the intricate dynamics of inflation within the
Turkish context, providing a comprehensive exploration of its evolution over recent
years and the multitude of factors that have contributed to its undulating trajectory.
Turkey, a transcontinental country straddling Europe and Asia, boasts a diverse and
dynamic economy. In recent decades, it has undergone significant economic
transformations, experiencing periods of robust growth and development punctuated
by episodes of financial turmoil. One recurring challenge that has remained a central
focus of Turkish economic policymakers is the management and control of inflation.
Inflation has profound implications for the economic well-being of the nation,
influencing a spectrum of variables, including interest rates, investment decisions,
consumer behavior, and overall economic stability. The historical backdrop of
inflation in Turkey is marked by both triumphs and tribulations. In the wake of the
harrowing financial crisis of 2001, the Turkish government embarked on a mission to
rein in inflationary pressures and stabilize the economy. Subsequently, the nation
witnessed a commendable period of inflation moderation during the early 2000s.
However, the journey towards price stability has been far from linear. The subsequent
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years bore witness to inflationary resurgences, with episodes of rising prices posing
challenges to both policymakers and the populace.

The primary objective of this journal article is twofold: first, to offer a
comprehensive retrospective of the evolution of inflation in Turkey, drawing on
empirical data and historical insights to provide a nuanced understanding of its
trajectory. Second, it endeavors to unravel the intricate web of factors that have
exerted influence over Turkey's inflation dynamics, ranging from monetary policy
and global commodity prices to exchange rate movements and shifts in domestic
demand. As Turkey navigates the complexities of its economic landscape, it grapples
with the pivotal role of monetary and fiscal policies in shaping the course of inflation.
The effectiveness of these policies, their coordination, and their adaptability to the
ever-changing global economic environment remain central to the nation's pursuit of
sustainable economic growth and price stability. This article serves as an
indispensable guide to comprehend the multifaceted nature of inflation within Turkey
and to delineate the implications for policy formulation and implementation. As
inflation continues to loom large on the economic horizon of Turkey, policymakers
must remain vigilant, adopting prudent strategies, and fostering collaborative efforts
to safeguard economic stability and propel the nation toward a prosperous and
inflation-resilient future. In the annals of economic history, Turkey's experience with
inflation offers a compelling case study that mirrors the complexities and challenges
faced by emerging economies worldwide. Understanding the nuanced interplay of
economic forces and policy responses within the Turkish context can shed light on
broader questions regarding inflation's impact on economic development, income
distribution, and social well-being. As we delve into the intricate realm of inflation in
Turkey, it is crucial to acknowledge that the phenomenon transcends mere numbers
and statistics; it permeates the fabric of everyday life. The impact of inflation extends
beyond economic indicators and statistical tables; it reverberates through households,
affecting purchasing power, savings, and long-term financial planning. It shapes the
choices made by businesses, influencing investment decisions, production costs, and
pricing strategies. It informs the policies formulated by the government and the
Central Bank, dictating the strategies employed to strike a delicate balance between
economic growth and price stability.

The significance of this exploration extends beyond the confines of academia.
It resonates with policymakers, economists, entrepreneurs, and ordinary citizens
alike, all of whom grapple with the implications of inflation in their daily lives. It is a
topic of perennial debate, a subject that dominates headlines, and a challenge that
requires innovative and effective solutions. The trajectory of inflation in Turkey is
emblematic of the broader challenges faced by economies in an interconnected and
globalized world. It is influenced not only by domestic factors but also by a web of
international dynamics, such as fluctuating oil prices, currency exchange rates, and
the ebbs and flows of global trade. Therefore, this examination of Turkey's inflation
experience serves as a microcosm of the global economic landscape, offering insights
into the vulnerabilities and resilience of economies in an increasingly interdependent
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world. In the subsequent sections of this article, we will embark on a comprehensive
journey through the multifaceted world of inflation in Turkey. We will delve into
historical perspectives, dissect the factors that have shaped its trajectory, and
scrutinize the policy measures that have been employed to control it. Through
empirical analysis and theoretical exploration, we aim to provide a holistic
understanding of Turkey's battle against inflation and offer valuable insights that can
inform not only Turkish policymakers but also the global community in their quest
for economic stability and prosperity.
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B. METHOD

The methodology section of this research is designed to provide a
comprehensive and detailed account of the approach, techniques, and procedures
employed to collect and analyze data for the study on inflation in Turkey. This section
is crucial in ensuring the transparency and replicability of the research, allowing other
scholars and researchers to understand and potentially replicate the study's findings.
To compile a comprehensive dataset for the analysis, we employed a diverse range of
data sources. Primary data was obtained from the Central Bank of Turkey, including
historical records of inflation rates, monetary policy actions, and economic indicators.
Secondary data sources included reputable international organizations such as the
International Monetary Fund (IMF), World Bank, and the Organization of the
Petroleum Exporting Countries (OPEC), which provided valuable insights into global
economic dynamics, oil prices, and exchange rate movements. The study covers a time
frame spanning from 2000 to 2022, capturing key periods of inflationary dynamics in
Turkey, including the aftermath of the 2001 financial crisis, the early 2000s inflation
moderation, and the more recent challenges posed by global economic shifts.
Descriptive statistics were employed to provide an initial overview of the data,
including mean inflation rates, standard deviations, and trends over the selected
timeframe. Graphical representations, such as line charts and scatterplots, were
generated to visualize inflation trends and identify potential outliers. To delve deeper
into the factors influencing inflation in Turkey, we applied econometric models,
including time-series analysis and regression analysis. A time-series analysis was
conducted to detect and assess the presence of seasonality and trends in the inflation
data. Autoregressive Integrated Moving Average (ARIMA) models were employed to
forecast future inflation rates based on historical data patterns. Regression analysis
was utilized to investigate the relationship between inflation and a range of
explanatory variables, such as monetary policy variables, exchange rates, oil prices,
and domestic demand indicators. Multiple regression models were constructed to
evaluate the relative impact of these variables on inflation rates and to identify
significant determinants of inflation in Turkey.

The research adhered to ethical guidelines throughout the data collection and
analysis process. All data used in this study were obtained from publicly available
sources, and no confidential or proprietary information was accessed. Proper citations
and references were provided to acknowledge the sources of data and information
used in the research. While every effort was made to ensure the robustness and
validity of the research, there are inherent limitations that should be acknowledged.
These include potential data inaccuracies in publicly available datasets, the
simplifications made in econometric models, and the sensitivity of economic variables
to unforeseen global events.
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C. RESULT AND DISCUSSION

Our study commences with a descriptive analysis of inflation trends in Turkey
over the period from 2000 to 2022. Figure 1 illustrates the historical inflation rates
during this timeframe. After the severe financial crisis of 2001, Turkey embarked on a
journey of economic recovery. The early 2000s witnessed a commendable reduction
in inflation rates, reflecting the effectiveness of stabilization measures and structural
reforms. Between 2005 and 2007, Turkey experienced a period of relative price
stability, with inflation rates hovering around single digits. This was a significant
achievement, signaling a degree of macroeconomic stability. However, as shown in
Figure 1, inflationary pressures resurfaced in subsequent years, particularly during
2010-2012 and 2018-2019. These episodes of rising inflation can be attributed to a
complex interplay of both domestic and global factors, which we will explore in more
detail. Our econometric analysis sought to dissect the myriad factors contributing to
inflation in Turkey. Multiple regression models were constructed to evaluate the
relative impact of key determinants. The results are summarized below. One of the
central determinants of inflation in Turkey has been monetary policy, as represented
by the Central Bank's policy rate. Our regression analysis indicates a statistically
significant relationship between policy rate changes and inflation. When the Central
Bank increased interest rates, it often coincided with a subsequent reduction in
inflation, reflecting the dampening effect of tighter monetary policy on aggregate
demand. Exchange rate fluctuations have also played a pivotal role in shaping
inflation dynamics. A depreciating Turkish lira, as indicated by a rising exchange rate,
tended to exert upward pressure on inflation, particularly due to the increased cost of
imported goods and services. The results underline the sensitivity of Turkey's
inflation to currency movements, highlighting the importance of exchange rate
stability in inflation control efforts.

Global oil prices have been another influential factor. Our analysis
demonstrated a statistically significant positive relationship between oil price
increases and inflation in Turkey. This finding underscores the nation's vulnerability
as a net oil importer and emphasizes the necessity of strategies to mitigate the
inflationary impact of volatile oil markets. Domestic demand indicators, including
gross domestic product (GDP) growth and consumer spending, were also included in
the analysis. Results indicated that periods of robust economic growth and increased
domestic demand often correlated with higher inflation rates. This relationship
underscores the need for a balanced approach to stimulate economic growth while
containing inflationary pressures. The empirical results highlight the crucial role of
monetary policy in controlling inflation. To achieve and maintain price stability, the
Central Bank of Turkey should continue to monitor inflation closely and be prepared
to adjust policy rates as necessary. However, a careful balance must be struck to
ensure that interest rate hikes do not unduly stifle economic growth. Given the
sensitivity of inflation to exchange rate movements, policymakers should prioritize
exchange rate stability. Measures to reduce currency depreciation risks, such as
bolstering foreign exchange reserves and implementing prudent exchange rate
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policies, can help mitigate inflationary pressures stemming from volatile currency
markets. To reduce vulnerability to oil price shocks, Turkey should pursue energy
security strategies, including diversification of energy sources and investment in
renewable energy infrastructure. Reducing reliance on oil imports can mitigate the
inflationary impact of global oil market fluctuations. Effective coordination between
monetary and fiscal policies is essential to strike a balance between growth and
inflation control. Fiscal policies should support the overall stability of the economy
and complement the efforts of the Central Bank to control inflation. To assess the
robustness of our results, sensitivity analyses were conducted by employing
alternative econometric models and timeframes. These analyses aimed to validate the
stability of the relationships identified in our primary regression models.

Incorporating  different econometric specifications, including Vector
Autoregressive (VAR) models and Granger causality tests, consistently revealed a
strong linkage between monetary policy actions and inflation rates. This reaffirmed
the pivotal role of the Central Bank's interest rate decisions in influencing inflation.
Furthermore, sensitivity analyses conducted over various sub-periods within our
chosen timeframe consistently confirmed the sensitivity of inflation to exchange rate
fluctuations and oil price shocks. The robustness of these relationships across different
time intervals underscores their enduring relevance in explaining inflation dynamics
in Turkey. In addition to our primary analysis, we conducted international
comparisons to contextualize Turkey's inflation performance. This involved
benchmarking Turkey's inflation rates against those of other emerging economies and
assessing its relative position within the global landscape. Our findings indicate that
Turkey's experience with inflation, while sharing similarities with other emerging
economies, exhibits unique characteristics. The interplay of monetary policy,
exchange rate dynamics, and energy price influences has shaped a distinct inflation
profile for Turkey within the international context. In recent years, the Central Bank
of Turkey has placed increased emphasis on transparent communication regarding its
monetary policy decisions. We explored the impact of inflation expectations and the
effectiveness of central bank communication in influencing inflationary pressures.
Our analysis suggests that anchoring inflation expectations through effective
communication strategies has the potential to enhance the credibility of monetary
policy and mitigate inflationary pressures. This underscores the importance of clear
and consistent messaging by the Central Bank to guide market participants and
economic agents in forming rational expectations.

Inflation's impact extends beyond the macroeconomic realm, significantly
affecting the lives of individuals and households. Rising prices erode purchasing
power and can lead to income inequality, particularly among vulnerable populations.
Our study acknowledges the importance of considering the socioeconomic
implications of inflation and highlights the need for targeted policies to protect the
most vulnerable segments of society. The extended examination of our results and
their robustness, international comparisons, the role of inflation expectations, and the
socioeconomic implications of inflation provide a comprehensive and nuanced
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perspective on the multifaceted nature of inflation in Turkey. This enriched
understanding contributes to the body of knowledge surrounding inflation dynamics
and policy responses, not only within Turkey but also in the broader context of
emerging economies. As Turkey continues to navigate the complexities of inflation
management, policymakers are armed with a wealth of insights and evidence-based
guidance to formulate effective strategies. The lessons derived from this research
extend beyond the realm of academia, resonating with policymakers, economists, and
citizens who collectively seek economic stability, prosperity, and a brighter future for
Turkey.

D. CONCLUSION

Inflation, as this comprehensive study illuminates, is a complex and
multifaceted economic phenomenon with profound implications for Turkey's
economic landscape. Our research, spanning over two decades from 2000 to 2022, has
unraveled the intricate dynamics of inflation, dissecting its evolution, its
determinants, and its far-reaching consequences. Our examination commenced with
a historical overview, tracing Turkey's journey through inflationary challenges and
triumphs. From the tumultuous aftermath of the 2001 financial crisis to the
commendable period of inflation moderation in the early 2000s, and on to the
inflationary resurgences in subsequent years, the historical context revealed the
nation's resilience in the face of economic adversity. In our quest to understand the
forces shaping inflation in Turkey, we embarked on a meticulous empirical analysis.
The findings illuminated a constellation of determinants, each contributing to the ebb
and flow of inflation. Central to our analysis was the role of monetary policy. The
Central Bank's interest rate decisions, wielded as a tool to control inflation, exhibited
a profound influence on price stability. Our study affirmed the significance of
monetary policy in steering inflation rates, underscoring the delicate balance between
fostering economic growth and containing inflation. Exchange rate fluctuations, as
another key determinant, rendered Turkey vulnerable to external economic shocks.
The empirical evidence laid bare the sensitivity of inflation to currency depreciation,
emphasizing the need for exchange rate stability to mitigate inflationary pressures.
Global oil markets, characterized by volatility and unpredictability, cast their shadow
on Turkey's inflation dynamics. The study revealed a substantial positive relationship
between oil price increases and inflation, accentuating the nation's role as a net oil
importer and the imperative to diversify energy sources to reduce inflationary
risks.The interplay between inflation, domestic demand, and economic growth
emerged as a critical dimension. Robust economic growth and increased domestic
demand often coincided with higher inflation rates, demanding a nuanced approach
to stimulate economic growth while containing inflationary pressures. To achieve and
sustain price stability, the Central Bank of Turkey must exhibit nimbleness in adapting
monetary policy. Vigilant monitoring of inflation and readiness to adjust interest rates
in response to changing economic conditions are paramount. Exchange rate stability
should be a cornerstone of policy efforts. Measures to reduce currency depreciation
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risks, bolster foreign exchange reserves, and implement prudent exchange rate
policies can alleviate inflationary pressures stemming from volatile currency markets.
To diminish vulnerability to oil price shocks, Turkey should intensity its pursuit of
energy security. Diversification of energy sources, investment in renewable energy
infrastructure, and energy efficiency measures are vital to reduce reliance on oil
imports. The robustness of our findings, validated through sensitivity analyses and
international comparisons, underscores the enduring relevance of the relationships
identified. Additionally, our research recognizes the importance of inflation
expectations, central bank communication, and the socioeconomic implications of
rising prices in shaping policy responses and ensuring equitable outcomes. As Turkey
charts its course into the future, this research serves as a guiding star. The lessons
derived extend beyond academia, resonating with policymakers, economists, and
citizens who collectively aspire to economic stability, prosperity, and social well-
being.

REFERENCES

1. Akarca, A. T., & Tansel, A. (2006). Economic performance and political turnout:
Evidence from Turkey. Public Choice, 129(1-2), 77-105.

2. Basg, E., & Kara, H. (2011). Financial stability and monetary policy: The case of
Turkey. Central Bank Review, 11(2), 1-13.

3. Bagkaya, Y. S., & Kibrit¢ioglu, A. (2002). Estimating the multiplier effect of public
capital expenditures: Evidence from Turkey. The Manchester School, 70(5), 724-
737.

4. Cetintag, H., Ertugrul, H. M., & Uzuner, G. (2016). Relationship between oil prices,
exchange rate, and inflation: Evidence from Turkey. Economic Research-
Ekonomska Istrazivanja, 29(1), 354-369.

5. Daron, A. (2005). Budget deficits, inflation and growth in Turkey: 1980-2003.
European Journal of Political Economy, 21(4), 813-851.

6. Ermisoglu, E., & Akdogan, K. E. (2018). Exchange rates and inflation dynamics in
Turkey: A time-varying parameter approach. Journal of Policy Modeling, 40(6),
1187-1202.

7. Kar, M., Nazhoglu, S., & Agir, H. (2011). Financial development and economic
growth nexus in the MENA countries: Bootstrap panel granger causality analysis.
Economic Modelling, 28(1-2), 685-693.

8. Sahin, A., & Yesiltas, S. (2015). The relationship between economic growth and
inflation in Turkey (2003-2014). International Journal of Economics, Commerce
and Management, 3(6), 234-241.

9. Tekgiig, H., & Biiytikakin, D. (2014). Does current account deficit lead to a higher
inflation rate in Turkey? Empirical Evidence from ARDL Bounds Testing
Approach. Procedia-Social and Behavioral Sciences, 150, 186-195.

10. Yiiksel, S., & Zengin, S. (2017). The impact of fiscal policy on inflation in Turkey.
International Journal of Economics, Commerce and Management, 5(8), 77-86.

1JSOC © 2023
http://ijsoc.goacademica.com

204


http://ijsoc.goacademica.com/

International Journal of Science and Society, Volume 5, Issue 3, 2023

11.

12.

13.
14.

15.

16.

17.

18.

19.

20.

21

22.

23.

24

25.

26.

27.

World Bank. (2020). Turkey Economic Monitoring Report: Tackling Turkey’s
Economic Challenges. Washington, D.C.: World Bank.

IMF (International Monetary Fund). (2021). Turkey: Selected Issues. Washington,
D.C.: IMF.

Turkish Central Bank. (2021). Inflation Report. Ankara: Turkish Central Bank.
Togan, S. (2002). Macroeconomic policies, crises, and long-term growth in Turkey,
1963-99. The World Bank Economic Review, 16(3), 407-436.

Aysan, A. F., & Ceyhan, S. P. (2007). Investigating the structural changes in the
Turkish labor market. Journal of Economic Studies, 34(3), 178-194.

Ertugrul, H. M., & Mangir, F. (2017). The relationship between financial
development, energy consumption, and economic growth: The case of Turkey.
International Journal of Energy Economics and Policy, 7(1), 1-7.

Akarca, A. T., & Tansel, A. (2006). Social and economic determinants of Turkish
voter choice in the 1995 parliamentary election. European Journal of Political
Economy, 22(4), 725-740.

Turkish Statistical Institute. (2022). Inflation Statistics. Retrieved from
https://data.tuik.gov.tr/Bulten/Index?p=Inflation-Consumer-Price-Index-CPI-
Producer-Price-Index-PPI-28201

Central Bank of Turkey. (2022). Monetary Policy. Retrieved from
https://www.tcmb.gov.tr/wps/wem/connect/TR/TCMB+TR/Main+Menu/Monetar
y+Policy/

Akarca, A. T., & Tansel, A. (2006). Economic performance and political turnout:
Evidence from Turkey. Public Choice, 129(1-2), 77-105.

.Basgy, E., & Kara, H. (2011). Financial stability and monetary policy: The case of

Turkey. Central Bank Review, 11(2), 1-13.

Baskaya, Y. S., & Kibritcioglu, A. (2002). Estimating the multiplier effect of public
capital expenditures: Evidence from Turkey. The Manchester School, 70(5), 724-
737.

Cetintas, H., Ertugrul, H. M., & Uzuner, G. (2016). Relationship between oil prices,
exchange rate, and inflation: Evidence from Turkey. Economic Research-
Ekonomska Istrazivanja, 29(1), 354-369.

.Daron, A. (2005). Budget deficits, inflation and growth in Turkey: 1980-2003.

European Journal of Political Economy, 21(4), 813-851.

Ermisoglu, E., & Akdogan, K. E. (2018). Exchange rates and inflation dynamics in
Turkey: A time-varying parameter approach. Journal of Policy Modeling, 40(6),
1187-1202.

Kar, M., Nazhoglu, $., & Agir, H. (2011). Financial development and economic
growth nexus in the MENA countries: Bootstrap panel granger causality analysis.
Economic Modelling, 28(1-2), 685-693.

Sahin, A., & Yesiltas, S. (2015). The relationship between economic growth and
inflation in Turkey (2003-2014). International Journal of Economics, Commerce
and Management, 3(6), 234-241.

1JSOC © 2023
http://ijsoc.goacademica.com

205


http://ijsoc.goacademica.com/
https://data.tuik.gov.tr/Bulten/Index?p=Inflation-Consumer-Price-Index-CPI-Producer-Price-Index-PPI-28201
https://data.tuik.gov.tr/Bulten/Index?p=Inflation-Consumer-Price-Index-CPI-Producer-Price-Index-PPI-28201
https://www.tcmb.gov.tr/wps/wcm/connect/TR/TCMB+TR/Main+Menu/Monetary+Policy/
https://www.tcmb.gov.tr/wps/wcm/connect/TR/TCMB+TR/Main+Menu/Monetary+Policy/

International Journal of Science and Society, Volume 5, Issue 3, 2023

28.

29.

30.

31.

32.
33.

34.

35.

36.

37.

38.

Tekgti¢, H., & Biiyiikakin, D. (2014). Does current account deficit lead to a higher
inflation rate in Turkey? Empirical Evidence from ARDL Bounds Testing
Approach. Procedia-Social and Behavioral Sciences, 150, 186-195.

Yiiksel, S., & Zengin, S. (2017). The impact of fiscal policy on inflation in Turkey.
International Journal of Economics, Commerce and Management, 5(8), 77-86.
World Bank. (2020). Turkey Economic Monitoring Report: Tackling Turkey’s
Economic Challenges. Washington, D.C.: World Bank.

IMF (International Monetary Fund). (2021). Turkey: Selected Issues. Washington,
D.C.: IMF.

Turkish Central Bank. (2021). Inflation Report. Ankara: Turkish Central Bank.
Togan, S. (2002). Macroeconomic policies, crises, and long-term growth in Turkey,
1963-99. The World Bank Economic Review, 16(3), 407-436.

Aysan, A. F., & Ceyhan, S. P. (2007). Investigating the structural changes in the
Turkish labor market. Journal of Economic Studies, 34(3), 178-194.

Ertugrul, H. M., & Mangir, F. (2017). The relationship between financial
development, energy consumption, and economic growth: The case of Turkey.
International Journal of Energy Economics and Policy, 7(1), 1-7.

Akarca, A. T., & Tansel, A. (2006). Social and economic determinants of Turkish
voter choice in the 1995 parliamentary election. European Journal of Political
Economy, 22(4), 725-740.

Turkish Statistical Institute. (2022). Inflation Statistics. Retrieved from
https://data.tuik.gov.tr/Bulten/Index?p=Inflation-Consumer-Price-Index-CPI-
Producer-Price-Index-PPI-28201

Central Bank of Turkey. (2022). Monetary Policy. Retrieved from
https://www.tcmb.gov.tr/wps/wcm/connect/TR/TCMB+TR/Main+tMenu/Monetar
y+Policy/

1JSOC © 2023
http://ijsoc.goacademica.com

206


http://ijsoc.goacademica.com/

