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1. GENERAL ASPECTS OF THE DEVELOPMENT PROCESS 
OF TK:='. TURKISH INDUSTRY 

The industrial development since 1960 can be summarized 
as fclk:>ws: 

- The share of industrial production in GNP has increased. 

- Relative changes have been observed in the production 
of the sub-sectors of the manufacturing industry. 

- There has been an important change ill the product 
mix of industry and a tre,nd towards import substitution in pro
duction h8s been notec. 

On the other hand, some bottlenecks were observed dur ing 
the planned period: 

- The relative increases in the production of the invest
ment, intermediary and consumption goods have not reached the 
planned lave!. 

- Critical bott lenecks have been noted in the producH:Jn 
of investment goods and partly in the product ion of inter
mediary goods. 

- Turkish economy has become even more dt> pendent on 
dt.ve!oped countries with respect t.o technology and foreign 

- 23-



exchange as the inputs of industrial production have mostly 
been of foreign origin. 

Technological growth has not been at the same rate 
as the growth in industrial pr,oduction. 

( 

- There have been important discrepancies between the 
production of energy and the demand of the manufacturing in
dustry for energy. 

The situation during th!': First nnd Second Planned Periods 
was as follows: 

Investments of Manufacturing ,Investments of 
Industry /Total fixed Manufacturing 

Years capital investments Industry /GNP 

1963 % 23.6 % 3.8 

1964 i9.6 3.0 
1965 17.1 3.68 

1966 17.6 3.03 

i967 20.4 3.52 

1968 21.5 4.03 
1969 23."1 4.54 
1970 24.7 4.85 

1971 23.2 5.25 
1972 29.7 5.80 

The rate of invGstment increase of the manufacturing in
dustry will be more apparent, when the increase in the ratio 
of total investments to GNP is io.kt.·n intc: consideration. It is 
thrn quite obvious that more resourci::::s bnv& been allocated to 

manufacturing industry. 

Tt1e shares of the private and :;t-· (8 :sctcr in the sub-sectors 
of the manufacturing industry dur ing the yea1s 1973, 1974 and 
1975 have be€n as follows: 
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The Share of the 
Manufacturing 

State Private Industry in the Total 
Sector Sector Investments 

Consumption gocds 16.69 36.26 28.74 
lnte rm"3diary goods 77.92 46.09 58.32 
Investment goods 5.39 17.65 12.94 
Total Investments in 
the Manufacturing 
Industry 100 100 100 

The relative importance .of the state sector for the produc
tion of intermediary goods has increased during the first and 
second five year plans. 

~.DEVELOPMENT OF SMALL INDUSTRY, SECTORAL EVALUA
TIONS AND SMALL INDUSTRY OF THE ISTANBUL REGION 

According to the definition of the «State Institute of Sta
tistics ,, (S.l.S.), small industry covers 'workshops w ith less than 
ten workers . 

The character istics of the small industry in Turkey are as 
follows: 

- Labour ;capital ratio is genera!ly high in small industry 
workshops. 

- The workshops are dependent on local market and local 
industry (for the sub-contracting industries). 

- Small industry units have little or no effect on the market. 
- The entrepreneurs shou lder financial and legal respon-

sibilit ies t.ogether with administrative ones. 
- The E:ntrepren£urs are not able to make use of the normal 

credit mechanisms for capital supply. 
-Small industry units are dGpende·nt on the local market 

for the necessary domestic or foreign inputs. 
- Small industry is a part of the private sector . 
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Th&se basic characteristics are valid for unorganized smal l 
industry. One or two lim ited attempts have bern made in order 
to d iminish the effects of the above mentioned disadvantages . 
The most important of these attempts are Artisens and Crafts
men Cooperatives. 

In sp ite of the re<::! increase, the sh2re of the small industry 
in the Tun\<ish Manufacturin0 Industry shows a u re lativen da

crease. 

According to the data of the State Plann ing Or"ganization, 
the de·velopment trends of sma:I industry, private large sca le 
industry, state industry and rural industry are as fo llows: 

Product ion Shares in the Manufacturing Industry 
-----·- ---·----~--- ------- - - ------· -----

Years 1963 1965 1967 1969 1971 1972 
Pr ivate Sma ll Industry % 23.0 21.6 20.1 19.1 17.9 17.7 
Private Large Sca le Industry 40.7 42.2 43.0 43.5 43.6 44.9 

State Industry 34.8 35.0 35.9 36.6 37.7 36.7 
Rural Industry 1.5 1.2 1.0 0.8 0.8 0.7 

-------·--
% 100 100 10'.J 100 100 100 

Sma ll industry d isp lays an abs,!Jlute gro1Nth in sr:ii te of the 
fact that its share of production in the manufacturin·J industry 
has decreased. Its rate of grow lh has been 4.3 % durinq 1962-67 
and 4 % durlno 1968-72. However, because of the high rate of 
growth in the larg8 scale industry (espE:cia ll y the priv.at.e large 
scale industry), the share of the private lmg3 scale industry in 
the manufacturing industry has surpassed 45 % . 

The Share of the Small Industry Branches within the Turf'. ish 
Manufacturing Industry (1972); 

- Food Industry % 22,3 
- Text ile Industry % 19,5 
--.. Wood, Cork , Furnitur·e lnduztry % 73,2 
- Footwear and Clothin;i % 88,3 
- Fur and Leather Prcducts % 57,8 
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- Metal Industry 
- Chemical Industry 
- Automotive lndu3try (Spare Parts) 
~- Electrica l Equipment Industry 
- Pcttery, Garthenwme, glass 
- Machinery Industry 
- Printing Industry 
- Rubber Products 

2.1. Small Industry o i ths Istanbul Region 

% 45,4 
% 14,9 
% 25,6 
% 27,3 
% 19,0 
% 16,8 

% 33,3 
% 21,8 

The share of some industry branches in Istanbul manufac
turin·J •ndustry and the share of small industry iwithin each 
branch are listed bslow. However, the figures must be eva luated 
at a certain level of signif icance as there are some differences 
of definition of the different sources (statistics.) 

The Share of 
Each Industry 
Branch in the 

Share of small Industry Istanbul Manu-
in the Production of facturing 

Industry BranchE.s each lndust1y Branch Industry 
----·-·-·------·- -·--------
1. Fcod Industry 
2. Textile Industry 
3. Shoemaking and Ready Clothing 
4. Wood Products and Furniture 
5. Paper and Printing Industry 
6. Chemical Industry 
7. Pottery, Glass, Earthenware 
8. Machine Industry, Metal Industry. 

Electrical Equipments 
9. Automouve Industry 

10. Others 

22.3 
18.5 

68.3 
73.2(1 ) 
22 .2 
14.9 
19.0 

31 8(2) 

25.6 
70.9 

\ 11 WeicJhted avercigo of the two branches. 
(2) W0ighted average of tho thre0 branches. 

11 .87 
13.99 

(3) 

1.08 
3.28 

18.74 
3.55 

22.61 

9.37 
1.99 

, .)) rho figure for stnnbu l manufactu;-ing industry has not b~vm ca lcul<Jted. 



The Number of Small Industry Units in Istanbul and the 
Scales {1975); 

- Number of small industry units 

- Number of total emp loyees 
(Annual average) 

- Average employee for workshops 
- Number of workshops with one employee 
- Number of workshops with 2-3 employees 
- Number of workshops with 4-5 employees : 
- Number of workshops with 6-7 empfoyees 
- Number of workshops with 8-9 employees 

Total 

28.233 
(16.6 % of 
Turkey) 
63.015 
(19.03 % of 
Turkey) 
2.23 person 

12.137 
11.'1·87 
3.252 

906 
451 

28.233 

Total number of employees in Istanbul manufacturing in
dustry are increasing in: 

1. Footwear and clothing industry 
2. Plastics and rubber industry 
3. Metal industry 
4. Electrical machinery a-nd equipment 
5. Automotive industry 

Appr,::>ximately 70 % of Istanbul small industry is engaged in 
the production of consumption goods. 

This ratio is of importance as it indicates the decrease in 
the share of large scale manufacturing industry in Istanbu l. 
This decrease has a negative effect on the sub-contracting in 
dustry that displays the characteristics of small industry, 

Some facts about Istanbul : 

- Istanbul gets an increasing share of the national inc0me 
- · A rnoid urbanization movemrnt is observed around the 

ls~anbul region . 
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- The· .general economic activities in the. Istanbul region 
have been developing faster than the average of Turkey. 

- There is an increase in the income transfers to the Is
tanbul region from the other regions ,of Turkey. 

The 8.bove data ind icates the increasing trend of the rate 
of demand for the consumpt ion goods. 

On the other hand, the income in Istanbu l is more unevenly 
distributad then it is in Anka.ra and Izmir with the reason that, 
the rate of income ir.cr·ease and the rate ,of popu lation increase 
(because of urbanization) are high in Istanbu l. This situat ion 
creates a suitab le demand structura for the development ot 
smal i industry in Istanbul. 

2.2. Scale Growth and Small Industry 

Foliowing eva luations related to scale groiwth can be made 
for small industry: 

1 - Because the Turkish manufacturing incl us try is engaged 
in a variety of production, small industry is ab le to survive as 
sub-contracting industries. 

2 - However, the share of the small industry in some sub
sectors is decreasing with the reason that some large scale 
investments are being made in these branches. 

3 - The small sub-contracting industry wi ll devE::lop follow
ing the development in the Turkish manufactur ing industry. 

4 - The share of the small industry in the production of 
cons.umption goods is increasin1g as a resuit ot rapid urbani
zation. 

5 - The scale of production is changing from small lo big 
units in some sub~contracting branches. 

6 - Small scale production can continue thei r activities 
as there is no foreign competition and the Turkish economy 
shows the characterist ics 'of a protected economy. 
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B - A greater number of p6ople go into small industry 
because of forcing factors like population increase, urbaniza
tion, unemployment and low level of income. 

8 - The chronic bottleneck of foreign exchange creates 
advantages for small industry. 

9 - Low wages and the pe>ssibl ity for tax evasion are also 
factors that support small industry units. 

2.3. Advantages of Small lndt:stry in Tl.l(l<:f,-y; 

1 - Advantage of Lew wages. 

2 - Better adapts.bility to the conditions of an unstable 
economy. 

3 - Government subsidies. 

4 -- Requirement of small capital. 

5 - Suitability of ownership and individualistic mentality 
to small industry. 

6 - Positive sffects of s'Jcio-economical factors such as 
urban izat ion and population increase on small industry. 

3. MARKETING, FINANCE, SUPPLY PROBLEMS AND INPUTS 
OF SMALL INDUSTRY 

3.1. Problems of marketing and markets: 

The products of small industry have a large market because 
of their qua lity various characteristics and the fact that they 
are inputs of the big scale industry. 

However, marketing activities of the small industry units 
are insufficient because these un its, 

- Are not able to carry out market rnsearches and other 
necessary activiHes. 

- Fai l in the application of standardization. 
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~ Have limited financial resources. 

- Have to deal with intermediary merchants. 

- Have limited st')cking capacities. 

- Have few advertisement and propaganda facilit ies. 

3.2. Financial Problems of the Small Industry: 

Financial resources suppl ied by various institutions are 
very important for small industry. Until this day, financial re
sources ~r foreign oriq in t~::ive not bec-n effective and only 
credits from C:or.1cstic resources have been put into use. 

Domestic Fin2ncial Institutions for the Small Industry: 

Various financing inst itutions support smail industry in 
Turkey and the most important of these is Turkiye Halk Bank 
(Pecple's Bank of Turkey) credits supp lied by this bank are: 

a) Small industry credits fer the installment and operatin'g 
periods. 

b) Industry credits for the insta llment and operating periods. 
c) Industry credits for investments and the operatinci period. 
d) Outs ide credit for Eq uipments. 
e) Cred its for artisens. 
f) Credits for craftsmen. 

Fc,re~3n Resources of Finance; 

- \fl/.orld 8ank has crE.dit funds for organized small industry . 
However, these' credits have not been put into operation in 
Turkey up tc th is day. 

International Finance Corporation. 

·- Official and private corporations in West Germany hav6l 
credit funds for organized industry units founded by Tu rkish 

workers. 
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