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THE DEFILNITION AND NECESSITY OF TNDUSTRIALIZATION

"The nations comprising the 2/% of the world's population

etting only the 1/3 of the world's income,They struggle
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Tor escaping from the "vicious circle of poverty" and their

evolution is,from primitive agricultural societies to develop-
. 4 otian 11D o o

wugtrialized sccileties,

Ga, iy
Their aim is for escaping from the econocmic,cultural and
social bvackwardness and they try to decrease the increasing
inequélity between theirs and some other wealthy countries.The

countries realize that while they try to reach their aim,they
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Just developing couns
tries any more but a mutual interest of almost all countries

and industrial activities.Technological development hag an in

-

creasing importance for the process of industrializaticn and for

the economic relations of the countries,especially after the

u"'

(1)Serin,Necdet:Birkiye'nin Sanayilesmesi,A,U.SRF Yayinlarai
1no:167-149 ,8evine Matbaasi,Ankara,l96%,p.%,




industrial rvevolution.

Today the discussion of industry and agriculture as the
vanguard and preceding act of progress is not important,The
developing econcmic structure and the demand occurin .
result of this structure is for industrial products.

Investments

1

economic Theory,plays the "key" role in the analysis of
economic development,growth and periodical cycles.If we as-
sume the concept of economic development synonymous to the
concept of industrialization,the importance of the industrial
invegstments will occur automaticall§eBesides the amount cf
these investments,the sectoral and regional distribution of
them are important for the érocess of structural development,
Here,we will refer to the criteria of industrializatioxn,
According to Sutélif e:At least 25% of the GDP must be sup-

plied from industry. It is not sufficient to find out the

of industrialization,since this number may increase for many
.the total share of the industry in Kuwait
was 64% in 1969, In order to find out concrete and certain

results we must also be careful about the share of manufachur—

¥orum,Ugur:Tlirk imalat Sanayi ve Ithal Ikamesi,A.U SBF
nlari no:408,A,U Basimevi,Anksra,1977,p.19.

utceliffe,R, B: Ipdustvlallzatlon and Underdevelopment,
di Sonmweoley Publishing Company,“ondop,p 17.
4)T1kin,Akan:Kalkinma ve Sanayi Ekonomisi,I.U Iktisat Fakiil-
tesi Yay finlari Mo: 384,10 Matbaacilik stanbu&7197b, .19,
(S)Suﬁc$wlfe Op.cit.p.l7,




I Kuwalt is examined from this point of view,it is clear that

the ghare of the manufacturing industry in this country is

just 4 % .-~/ for this reason,especially for the oil producer
k) o

countries high shares of wmining and quarrying industry cause

an increase in the share of total industry.Sutcliffe claims
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essary but not sufficient for indust-
rialization.If the mining and quarrying industry in a country
ig not developed and most of the outcome is supplied from the

°

manufacturing industry,the insuffi&ciency of this single crite-

ria may be seen.For this reason,Sutcliffe assigns a third cri-
teria and he claims that 10 % of the population must be employ-
st by the industry.fe uses the notation of "Industrialized

Country” for a country that has fulfilled these three .

In our opinion,except the countries who have great oil re-
serves,industrialization depends on manufacturing industry.
n general classification,industry means a total which is
made up of mining and quarrying,manufacturing and energy sec—
tors.in a developing coun%ry;if planned economic grewth path
is“followed,in which direction the industry should grow,which
sector to be given priority and what to produce type of prob-
lems gein importance.¥irst of all,an appropriate aim and po-
licy must be chosen.

Lxcept the countries that own great oil reserves,in all

o

f""t

countries manufacturing industry constitutes the basis of the

S

oy

industry.qin veloped countries the development of manufactur-

&

E'i

ing industry and the increasing level of high standards can

(EYTTRIR. UD.oit.
(7)Suteliffe,Op.cit
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forward with the econcmic rise.ln underdeveloped countries the

%
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productivity of the industry may also be higher than the tra-

ditional agricultural production.t t ason,industrigliza=
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tion occurs as a mean of the increase of industrial employment
and of per capita national income,At the same time,in the count--
riez where the ratio of population to natural rescurces,especi-
rihs+ry means the single hope for an incre-
ase in productivity and for higher 1ife standards, For this
sson new employment sources must be created.New industries

7111l create new employment facilities and will eliminate dis-

]

gulged unemployment,both in industry and agriculture,it will

increase the number of labor-intensive industries,thus will
create full capacitygSecandlyathe process of urbani#ation will
Eainrspeed with the development of industry and economy."Fcon-
omic importance of agriculture decreases first proportionally .

then as a result of the decrease in the amount of agricultural

+(9)

4]

labow.
Economic development is not only the decreasing economic
importance of agriculture and increasing importance of industry

4

but it is a basic change which occurs in every organization of
society."Economic development means the change in produc.—
tion factors,the use of sources and equipment,consumption savings

investment customs,the human relations,the use of goods and
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behaviors,aims and the manner of liv-

1hg. Endustrialization gets more importance as a factor
(S)Fydral,G:An International Liconomy,Harper Brothers,Newyork,
1956,p.226(cited by Serin,Necdet),

(9)8chultz,T,W:The Economic Test in Latin America ;Newyork State
School of Industrial and Labor Relations,Cornell “ng Bulletin,
Augus@91956 p.15,(cited by Serin,Necdet),

(10)Hays ,S P PerSOﬁallty and Cultural Froblems of ?Gint iv,
Chicago 1952,pp 206-207,(cited by ~erin,Necdeb)
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motivating the economic development.

As can be understood from the information up to this point
the first reason of industrialization is the use of the pre

sent resources most beneficially which will allow a gradual

but continicus increase in the majority’'s income rather than
a quick shift in the minority's income,meaning an increase
in both total and per capita income.

The most important vicious circle of a‘&evelcping country
may be explained as,low income-low saviﬁgs-lcw investment-
10& productivity and agein low income.Progress may occur if
thig cycle is broken.For example,an increase in productivity
causes an increased level of savings and investﬁents.High
investments ¢ev 1 increases the productivity sagain .and the
process resultsin development.

The‘contin&ous increase of the per capita national income
is impartant»for both the industrialigzation and the demand
for industrial output.On the other hand,creating a continuous
is necegsary for financing the industrial investuments that
are necessary for the development of the country.This means
that industrialization is the motor of the economic develop-
ment.The progress of the other sectors may only support
industrialization,Industrialization gives speed to economic
development and supplies self«sufficiencyo(ll)

The countries realizing the process of economic develop-
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iecide about the production structure,allocation

il:Tlrkiye'de Sanayilesme Slireci ve Stratejisi,
Tic. Bll,Akaﬂemlol Yaylnlari no: 205 Akademi Ba-
h'EI‘ 1)78 P065¢. . . . ce A N . L

i

({)o

rigse of income without industrialization is very hard.Income -



te.The preferences may resemble a certain rste
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wth and btaking the necessary steps and applying the

of ZrOWE! 2
necessary policies to reach it.or to put aside temporarily

Among these preferences called development strategies the

most important subject for economists is the choice of indus-

o iy

trv.in the process of development and growth the vanguard

03]
{d

ctors are %mportant for productivityf

If we examine the evaluation of industry in today’s deve4
loped countries, we Tealize that the methods used are not al-
ways the same but the industrial choices as the foundation of
every case.As we mentionéd,manufacturing industry has é great
importance for the whole industry.lManufacturing industry is

believed as the basic mutruatiom for the progress and develop-

b
o

ment process and its  classification contains some subcatggor-~

o

es.We define these subcalbegories as’Consumer Goods Industry,

-

|
|
ntermediate Goods Industry,Investment Goods Industry and we

define the investment and production preferences of the "Cho-
ice of Industry®.This study will examine the changes in the

structure of the manufacturing industry and the effects of
. . . Y . .
these changes on the country s economlic rise,
Firstly we will ewamine the theor®tical studies sssumptions -

velated with the subJect.




PART TT

TWO-SECTOR GROWTH MODELS

‘As known,one sector growth models are contended with glo-
bal econcomic balances.However two sectors growth models must
have taken into account the exchanges among sectors.For exam-
ple,investment capacity does not depeidd on savings or capital
only but it also depends on the production of the investment

oods.In addition,the properties that the models stress on
For example,in global models the éost effective
ble in finding out the rate 'of growbh is investment ca.x;:»e-é=
¢city but in two sectors models the distribution of investment
among sectors is more important.

All economic snalysis based on two sectors models have a
common property.The priority of investments are given to the
investment goods industry.in other words,a strict relationship
setween the growth rate and the productvon goods investments
are consgidered.However global models offer the underdeveloped
countries a progress which depends on the consumer goods in-
dustries.According to global models the industrialization

steps of the underdeveloped countries depend on the investments

based on the follewing eriterias:




S
a-Country¥'s production factors ratic must be examined.
b-The sectors that produces consumer gocods must be given pri-
ority.
c—-Ilmport substitution policy must be applied,
These criterias result,directly or indirectly,with the dy-

namism of consumer goods industries during the industrializa-

tion process of the underdeveloped countries.

§’.J
}_ da

low,we want to evamine the applications ‘of some two sectors
models,in order to understand the industrialization process of

the underdeveloped countries.

A-Hoffmanntg Industrialization Model

Hoffmann classifies the factors that determine both the
growth in various sectors and the development of the whele ec~

-

onomy as follows,the relative amount of the production factors.
(natural resources,capital stock,employment),the distribution
of the production sources,related with home and foreign marw
kets,the 1eve1 of technological development,the skill of entre-
preneurs,the preferences of the consumers,the politic and so-
cial structure of the country type of non-economic factsfsg<15>
Whatever the value of the first three of these factors are
the structure of the manufacturing industry 1s said to be in

the fcllowing manner:During the process of industrialization

Sh

-—-1..
m

consumer goods industry such as;food,textile,furniture,

manufacturing of leather goods develop preceedingly.later on

(12)0zdemir, Hidir:Iki Sektorlu Fel'dman-Mahalanobi
Yatirimlarin Sektorel Dagiliminin Deferlendirilmes
latbaasa,lamir, 19783pa2.
{1%)Hoffmann,¥,G:The Growth of Industrial Economies, Manches-~
ter Unvorress§}anchester,1958,p.2,

a Hodeliﬁde
i,Fakulte




can be followed during the whole industria-l ation process.As
a result,if the vaslue added of the consumer goods industry is
compared with the value added of the investment goods industry
the decreasing ratic of the first one is o%serveds
fmann explains such a developmenﬁlaf industry in stages
At the first stage the net output of the consumer goods in~.
grstry is five times t ¢ net output of the investment goods
industry.At the second stage investment goods industry gains
an increasing importance.lthe output of the consumer goods iLFﬂ
times the output of the invest-
ment goods industry.f&t the third stage the net oubtputs of both
sectors are equal.®t the last period the fastly developing

.
l

oods industry leaves the consumer goods industr
g

socording to Hoffmann,the criteria of growth is not either
the absoiute level of oubput or output per capita or an ingx

&

geage 1l the capital stock.The relation-between vthe rates of

O

growth of the subsector of the manufacturing industry are ta-
ken as a criteria,
He has summarized the results which are obtained from his

studies about various countries in the following table.The

variation of the relation between the net ocutpubts of the

8] 18 G0 e

gumer and investment goods industries and the variation of

{14)Ibid,p.567.
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their relative shares in the total industry output are shown

in the below table.

% Firsg Etage Second Stage Third Stage
iConzumer GoodsInd. 83 % 71 % 50 %
%vaesﬁmeLt Goods Ind. 17 % 29 % 50 %

2

Souvrce:doffmann

1, W, G, "The Growth of Industrial Economies”,p.97,

2%

Hoffmann claims that these steps are va for almost all

fount

o

i
free market economieg.But he tells that there may occur im -
Portant differences in the development of some industries inc-
luded in thése two sectors.le explains these differences by
geopolitical distributiongintermnational trade and some non-~
sconomic factors such as population growth,politic and social

structure,

Any one of the industries may occur as the most developed
one in a certain stage.This industry takes the leadership of
net output and effects the economic development very much.New
industries will take the leadership in every following stage
and will take the place of the original prevailing industry.
Usually food and textile industries prevail in the first two
stvages.lron-steel machinery industries prevail in the third

stage.ln some cases textile industry goes on prevailing in the
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third stage. 7’ Mainly,the preceeding development of consum-
er goods sectors is tTiled with sone genous Tactors.For ex~

ample,the development .of investment goods sector requires. 2
reat amount of cspitel,qualified labor end a developed pro=-

duction technigue.dowever indusitriess such as food end textile

the development of investment goods industry.Such consumer

ment goodsg industry but that is used in domestic industry.,
At the veginning of the industrislization process in =

closed economy,investument goods industry is not as important

as the consumer geods industry. ' As we mentioned before,

b4 1

the oubtput of consumer goods industry can be increased by an

The same situation is also valid for open economies.At the
firgt stages of economic development the cverseas demand rises.
This encourages the rise of investment goodé productiocon.But
the establishment of the industry producing such g@@dsvis im-
posaible.in the short-run.loreover,the exporitable products
mugt be able to compete with the foreign goods buth from qu.—
ality and cost respects.This requires the existence of inu
rtguziaLEZ@tieﬁe‘“/)

Lg a result,Hoffmann characterizes his industrialization
model with the constant increase of investment goods cubput

relative to total industry production.

(15)£b 4d,p.it2/~-151,
E%S)lbldgbgﬁle
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B-Felfdman's Model

engineer economist at the beginning

BSoviet Union in 10 and 1030°'s . and

bty

of the

ol
P

o4

[Z 9 VI N

he has F N onal

Income
econonmic development.

Fel'dman,first,considere
put among.sectors,.The fir
production goods sector.The second category had consisted of

the consumpbtion goods and raw materials

2

Llike all other growth

3
0

sode

£

1 assumptions,toc,

Yel'dman's model depewnded upon some

o
o~
GL

One these assumpbtions is the unmeoveability of preducticn

goods between sectors.for exemple,a machine for producers goods
is not used in consumer goods sector.In cther words,capital
. (18), .. . . .
movements are limited, Another assumption is the independ-
ence of the investment goods production.Investment goods pro-
duction continue even if the consumption goods are not pro-

] .
ducedo(“g)But the opposite of this is not

true,O0ther assump-
tions of the model are as follows,fixed coefficient technologies
of the both sectors,exemption of the capital stock from amor-—

‘tizstion and existence of closed economy.This last assumption

3

depends upon the politic and economic structure of goviet Union

in those years.Tle application of
agssumption of closed economy,gets

Now,let's try to summarize the

the model today,with the
some reactions.

operation and results of

(18)Jones,Hywel.G:An Introduction

to Modern Theories of

Economic Growth,McGraw-Hill Comp.,
(19)Ibid,p. 114,

UEE,1976,p. 112,



Feltdman modsl.

Depending on the assumption of fixed production technolog

r"i'b

coefficient,the production functiocon i1s as fellows:

- -
1K &?
K4 in E L =
bl i1 A — e s—
1 v

K, L,
¥y = min et
¥y U,

=

Y. shows the producer goods output,Yg shows the consumer

goods eutpat@Kland'Kg show the distributicn of capital and
I, -show the sectoral distribution of employment.v,,v

U, .11~ are fixed coefficients.
1772

. . L
According to Fel dman,employment can be in any cam§c sibion

and amount,as a result of is,the only llmlti factor of
1 : a-ﬁ(2}m, s
the growth process ig capital, Thus tThe preoduction funeg

YWons are as follows:

V. m aih and v e 2
17w 27 v
1 2

t is assumed that investment is equal to the capital

I
production and as a result amortization is unnecessary.

i =YX e
i Vq
I 5
Investment ratio is determined by capital stock and capl
coefficient.The change in total investment is as follows:

{2 }T id,p.113%,
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the above eguation:

Y

Similarly oubtput of the comsumer goods sector is determined

by the capital stock and capital coefficiency of the second
(22)
sector. In other words,consumption is assumed to be equal

to the consumer goods production,

C= Y, = =5

-~y
Pk T,

In this way,an equilibrium position is reslized from the

beginning

0

L]

The change in the oubtput of consumer goods is followed:

G2t = LK,

2

Vo

§21)1b1d9p3114.
22)Domar ,Evsey,D:Egsays in the Theory of Economic Growth,
Oxford Univ.Press,Newyork,l957/,p.225,
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The growth rate of the consumer goods oubput is asg fellows:

i

¢ (1-A) I )
Eu;v v v

Since %total investment (I) grow in a ratio QW/V ) the growth

S’

of the investment goocds output (C/C

depeads on the growth rate

3

The fdlowing suggestions are made for Fel'dhan's growth
model:
i-Usually growth rate of consumption and investment are

=y

not used in the model.However the growth rate of the total
inveetment which is azssigned to the first sector will raise

3 P

the growth rate of consumption in the long-run.

2-In Fel'dmazy model the growbth rate of neational income
ig not egual to Tthe growth rate of the investment goods output.

Fel'dman's various studies ghow,that part of the total

EEBRT g,0p.cit.p.115.
2431 hi v?pﬁ@!iE 1100
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TABLE II

T AW WA TTRS OT A TTON A
GROWTH RATES OF HATICORAIL

-3
s
L
e
f=i
[
l -
(R
2%
e
<
s}
L -
b
O
5]

Yo=103 €Lz 93 V=V, =3
5 B ¢

M= 0.3 M= 0.6 M= 0.95

Growth Rate Growth Rate Growth Rate

Yent Yy % C Y 9% G Y % G
1 3.56 2.79 %,9% 1.78 4.40 0.25
2 3.79 2.99  4.60 2,1% 5,75 0.35
3 4.0% 3,21 5. %4 2,54 7.39 0.47
4 4.27 3.4 6,16 5.02 9.3% 0.65
5 4,52 3,66 7.04 3,57  11.54 0.88
6 4.77 3,89 7.98 4.20  13.94 1.20
7 5.02 4,13 8.96 4.90  16.4 1.62
8 5.27 4.38 9.95 5.68  18.91 2,18
9 5,52 4.63 10,95 6.52 21,23 2,92
10 5.76 4.88 11.93 7.4% 23,31 3,88
15 6.91 6.11  16.61 12.33% 29,50 12.82
20 7.87 7.21 18.%2 16.27  31.20 24.32
25 8.59 8,10 19.35 18.45  31.57 29,82
30 9.09 8.75 19.76 19.40  31.65 31.27
35 9,4% 9,21 19,91 19.77  31.66 31,58
40 9.65 9,50  20.00 19.92 31,67 31.65
45 9.178 9.69  20.00  19.97 31,67  31.66
50 9,87 9.81 20,00 19.99  31.67 31.67
55 9,92 9,88  20.00 20,00 . 31.67 31,67
60 9,95 9.93 20,00 20.00  31.67 31,67
65 9.97 9.96 20,00 20.00  31.67 31,67
70 9.98 9,97 20,00 20.00 31.67 31.67

Regource: Jones,Hywel,G.,"An Introduction to HModern

Theories of Econowmic Growth®#,p.117.




We are goling to explain that the change in coefficlent 4
vesult with the change in growth rate of national prcduct and

consumption.They are shown 1n table II,
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t cnsumption is
shown by giving different values to A,

We may find outbt the folowing results from thehfirst column
of Teble II: If 30 % of the investment goods oubtput is assigned
to the investment goods secbor again,the growth rate of the‘
investment goods outputb (ﬁyvl = 0.3/%3) will be 10 % for evgrj
;;arﬁThe growth rate of consumption and national product will
reach to the same amount in the long-run.Prebably
later the growth rate of consumption and netional product will

roximately 10%.

o
o
jes]

W

*“d

Ef/% = 0,6 (Column B) e growth rate will be 20 % in the
long-run.A ter approximately 45 years the growth rate of ceﬁm
sumption and national product will reach to 20 %.

In the third column (C) & high value such as 0.95 is
assigned LO?/nghLS means that all investments are channelized
to the investment goods industry.The growth rate of consump-

5

ion at the beginning is lower than the other two gituations

ot

(A and B).However it catches the growbth rate of them in a
short period.As a result,approximately 40 yesars later the growth

rates of consumption,and investment are going to be equal.



after Feiadmamiwithouﬁ referring him,produced & mod

]
4

L sguiva-
lent Lo telfdman's. 25) If some concept and formulation dif-
ferences are not considered,there are a great number of

sconomists who evaluate Mahalanobis's ideas on the same level

IR order to explain the relation between the sectoral digi=-

tribution of investments and the crowtu rates of the economvy,
Mahalanobis used his +wo sector model in 1

the tetal investment into Ltwo part

T2
B
4]

(Ak) for increasing the'investmeﬁﬁ goods production and the

gsecond part (A .) for increasing the consumer goods production,

©

L 3 B
dere m, and Rc are accepted as a part of the total investuent
. + . N
J

2. 4:<r

and the following equation is also accepbed

Mahalanobis are as follows:

L)

The basic assumptions o
-Sectoral distribution of the investment is conbtrolled by the
goverament.

-Phe economy is closed.

r o

~Labor is elastic and a great amount of unemployment exists.
The only limiting produc ion factor 1s capital.Production
goods are created only by the first sector.The use of capital

_is unlimited.

(25)Ozaem1r, P.Cit.p.3e
(26;Mahalanobls ¥.C:The Apprecach of Operational Regearch to

Planning in ¢ndla Asia Publishing House,India,196%,p.5%5.
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the first part 1s suggested
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~Consumer goods are produced by the second sector.The marginal
utility to consume is constant.(The utility of present and

(27
o)

future productions are equal

.‘

-A single technology is assumed for every sector.Technological
developments are not considered in the model,efficiency of
investment zcefficient (the inverse of Cap*taimOutﬁut ratio)
ig constant for every sector@&28>
~-The prices are constant.
~-Efficiency of investments will occur after a certair period.
-The independence of pioducﬁion and consumption is assumed.
Mahalanobis explains that approprlate fractions of invest-

)

ments in industries manufacturing intirmediate (producer)
goods should be allocated to}\k and kc in proportion to the
value of such intermediate gocds used in the capital goods
¢r the consumer goods industries respectively,
These two parts (K1 and A ) are determined according to
the choice of the planners.Once A is chosen then the supply
of investment goods industry in the country becomes coastant.
A change may occur only by exportation or importation of invest;
ment 500“59‘29)
Mahalanobis assumed that,with the development of planning,
supply of the investment goods will gain importance in India,.

such that; at the beginning of Indian economy the industry

depends on invegtment goods importation.But as a result of

!—-—7‘
b}

policies applied,economy will be independent of this

(27)Richard,S.E. and Kizit S.P.:Planning for Growth,the M.I.T,

Press Massachusetts,1968,p.6.
28)Obdem¢r Op.,cit.psk.

( 29)Mahalanobis,0p.cite.p.55,
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We can summarize tahalanobis's two sectors model in the fol-
lowing manner:

In the model,d is defined as the investment efficiency ratio
of increment of income generated to tc%al net investment in the
economy as a wuole.,Since total investments are divided to con-

sumer geods and investment goods sectors:

{13
1=

B, = is rcentage change in the income/investment ratio of

Iy

pe
investment goods.

= igs a percentage change in the income/investment ratio of
(30) |

S
(@]
f

consumer goods.
As a result

3 = A }
P /kgk'% Acgc

Change in investment is
K - XK = ~MNB K :
"t 1:51-: t -1~

Change in consumpbtion:

<
§

~ . 2 .
g, ¢, = Ne K,

v - A’_t_ gc + —2—
From the equation -l-,we can find the following equation:

N - t ' , \
2, = (LN R 3~

From this eguation:

f w Bt
K, — K =K E 14d - 1 E il
Sy o o) ( M\kéﬁk’ ) 4

(C, - GO) can be found out from equation -2~ in the following




By 4
2.0, - Cpa) = Zi‘cﬁc Sr-l -5
Ted =
= ANB XK B K K L X
>E o Ko 4%L’c Ky +?\656 K, *“"%>Eﬁé K o1 6o
SIS IETTCIEN - eI -
cPe To Kk s i
P %’(1?‘}}{31—){;_1—] '”'r{—]"’
7\ SC \ -t
(¢, ~C ) = = K{(l—%ilﬁ )Y -1 -8~
g o NBy o k'k
3
Thus:
Yo=Y = (C.-C )+ (K, -K ) _9-
If equations =4- and -8- are placed in the above equation:
R I W{ v o |
T = ‘L-{—_g K (L+M B )" - 1 ~10-
v = o rebe UL O Mebi :
(31)

is obtained.®ince initial investment ratio is&y% = Ko/fi’O
national income at time t ¢an be calculated in terms of the
initial national income (ﬁo)sinitial investment ratio (bé)
and ™™ R, ,2, parameters.

. k> Pe

ke
[ Akﬁk +Acﬁc
“ 7 ' € § -1 t e
1, 0= XO %lﬁ'a(e {(.L-‘Fi‘\k/ak) —-l] -1

| A P

(31)Bhagwati,Jagdish and Chakravarty,"Contributions to Indian
Economic Analysis:A survey',AER,September 1969,pp.2-8.
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As we have mentioned before,at this point,the sectoral
investment allocation ratice (%k and Ac) are ieft fér the
plannersrfgr enumerationgﬁk and 8, ratios are determined
according to the ftechnological factors,production conditions,
and inv estmen+ models. (52) i

Mlahalahobis explained the effects of the change over time
of the ﬁkﬁﬁ ~and %1 ratios on the national income with the
help of Table III.In the table,value of the Y -was determin-

4

ed .as 1000 andcxb as 0.7 according to the present conditions

o]

f India,at that time.

As seen in the tabie,when we take B, = 0.20 (33) and g¥ve
different values to %k and ﬁc,we observe increases in nation-
a8l income over time.Nevertheless when we give a higher valus

to Ak (}\k = (0,7) then the rate of increase . declines.This

CQ .

radual iucrease lasts up to the critical peridd and after
this period,growth gains speed in a long period such as 20

or A0 vears. -

(%32)Mahalanobis,Op,cit.p.52,

QBB)Hahrlanobis hag Iound that ﬁ is usually lower than g
{that is marglrai income 1ncreasg per unit of investment ~
is lower in the investment goods industries than that in the
consumer goods industry).
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When we take f_ = 0.25 and %1 = 0.1 (second column),the
income increase in 20 years is about 42 %.Mahalanobis says that

this situation can be considered as similar to the pre-plan-

-

ed situation of Indian economu,‘) “) On the other hand,if we
reduce the value of}\k to 0.% and increase the value of @c to
0.5 (sevsnth column),the increase in income will double in 20
vears.When we increase ﬁ to 0.75 within the plan,income inc~
reage in 20 years becomes two and a half.A;cording to Mahsla- .
nobis,these situations (seventh and eighth columns) also
represent planned development.

In short,a desired growth rate in the economy can bte
achieved only by assigning more investment to investment goods
sector in the long-run and by increasing the efficiehcy of
investment in both sectors(investment andyconsumer goods éeq;g
tors).This is also reallzeﬂ by a pollcy which is carried out -

o

within a framework of a selected plan.

D~Chenery's Industrial Growth Model

One of the most imporbtant studies to establish industrial

growth models is the arlysis of Chenery wlich has been done for

a number of countries.For Chenery,"balanced growth" or
"balanced development” are the same as the planned develop-

ment.In his studies.he has not only examined the equilibrium

.

between total supply and demand but has also included inter-
industry input-output relations into the economic planning.

In view of post-war years,in his reseaches for more Than f

.
fty

o

k‘h

3

countries,he has adopted multiple regression techniques into

(34)Ibid,p.52.



-V .

cross—section data and has tried to find a normal growth

function.tt is also planned that these functions indicate the
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changes That are p le to emerge in the composition of

national income.
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According to Chenery,industrialization is the basic hope
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4 succesgsfull growth for all countries,however,

is characterized by an increase of the share of the manufac-
turing industry in total outputeThis,stfuctural change is,on
the one hand,the cause Gf an increase in income,on the other

alized by its own effect,.The changes in the economic

f-te
¢4

structure in the process of industrialization can be
classified in three main groups:

-

=11

ey}
Q

rease of the relative importance of the manufacturin

industry.

-

b-Changes in the composition of industrial inputs,

(37) | |

c~-A change in the production technique,

In spite of the fact that some of these factors show

similarities between countries,other factors change,depen-

ding on the accepted development strategies and production

Chenery had used three main varisbles in his study that

he has made in 1960:per capita value added in i th industry

a :
&)Che 163: ho;lls B-"Tac Role of Tndastrla*lzat*on in Develop-
ment e rdnmes .Tﬁe Econgmies 6f Underdewélopment,edited by

Agarwala and Singh,Oxford Univ Press,Newyork,1973

PP 450-471,

(57)Lh°nerv Hollis,B:Structural Change and Development Policy,
Oxford Univ.Press Newyork 1979,ch.3,0.70,




and population ( N ).
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av, Y
511 = growth elasticity = — o
V. 1Y
dv, N
é%p = size elasticity = e ¥
e V. aN
By these formulas,he has found the growth elasticity for

Py

manufacturing industry as l.44,growth elasticity for whole
6 \.28/

-

industry as 1.5

ing from his findings,Chenery determines the develop-

c..gh
Lt

Apar

)

ment model as follows:When per capita income level increase

from $100 te $1000,the share of industrial product in the
national income rises from 17 % to 38 %.If we think of the

xd
A

share of only manufacturing industry,at the same level of

income increase,it is observed that it rises from 12 % to 33 %,
Begides,the shares of agriculture and mining also decrease from
45 9% o 15 % (Jg)

In this research,Chenery classifies industrisl groups accor-
ding to the demand for thelr products as fcllows:
a-~invegstment goods and related products.
bmln%ermediéte goods.
c-Consumer goods.

In spite of the fact that this diversification is very close

to lloffmann's analysis,it completes a deficiency of Hoffmann,

38)Chenery,llollis, B, : "Patterns of Industrial Growth",6ALR,
@ép?embe” 1960 ,Ds635.,
(39)Inid.
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Chenery c¢laims that Hoffmann includes intermediate goods sec—
tor-very arbitrarily and he establishes a more detailed in-
= giassificabicn.

Chenery says that the diversification between growth elas-
ticities of consumer goods and investmen goods sectors is as

large as the difference between agriculture and industry.

>

fter standardizing the population at 10 million,he achieves
gsome results.Here there is a table below showing the results

which are achieved by Chenery:

TARLE IV

PER CAPITA NATIONAL INCOME
AND
THE CHANGES IN THE COMPOSITION
MANUFACTURING INDUSTRY

%
Fer Capita Income The share of - -The Share of The Share of |
&3] Inv,Goods Sec, Inter,Goods Sec., Con.Goods Sec
100 12 20 68
[}
500 55 2% 43
Ag sgeen in the table,when the level of per capita income -

rises from $100 to $600,the composition of menufacturing in-
dustry output changes.When the share of investment goods sector
(Machine,metal) increases from 12 % to 35 %,the share of inter-
mediate goods sector(Chemical materials,hard rubber)also rises
from 20 % to 2% %.In spite of this,the share of consumer goods

. (40)
falls from 68 % to 43 %. In other words,on this income

(40)Ibid,p.638.
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series,when the share of investment goods sector in the total
nanufacturing industry increases by 192 %,the share of consumer
goods sector falls aboubt 37 %.

Chenery indicates the changes in the demand composition as

a cause of industrial growth and gathers the sources of demand

2-CGrowth in the final use of industrial ﬁroducts,

5-Growth in intermediate demand.

Chenery ,Ain his study,has found that the ratio of domestic
products to import differs according to sectors.As income rises

this ratio increases considerably in the investment and inter-

ot
6]

wedia

=1

goods sector,however,there has been a smaller increase
(#2) |

:

fode
]

st

O]

n congunmer goceds sector.

Chenery,aé a defender of the view of planned and baianced
development,says that the balanced development of manufactur-
ing industry lies on the inpubt-oubtput relations between con-
sumer goods,intermediate goods and investment goods sectors.
If these relations are not taken into consideration in the
industrial policy of developing economies,he claims,there will
be great imbalances in the structure of manufacturing 1nduswry< 5) -
He cleims,for example,that a policy which gives weight only to
consumer goods sector causes negative influences from the point

of view of value added,employment,technological improvements,

foreign dependence and foreign trade and that it is unecessary

gélgSutullffe ,0p.cit.p, 638, )

42)Hagen,Everétte Lﬁ.Tne Lconomics of Development ,Richard
D,Irwin Tnc JbA,“972,p 461, '

(+B)Cheﬁery,H0LllsaBgund Clark:Indlistrilerarasi Iktisaf,
Cev.Cémil Canar,0p%! Matbaasi,Ankara,i065,
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to develop internediate goods,consumer gocds and investment
goodg industries as they complete each other,to supply balan-
ced development®, |

The consequences stressed by the two sector growbh models

hich we have tried to examine are more or less the same,The

=

raﬁid growth and development in the industry and in the whole
economy is only possible:

~By the shift of investments into production goods sector
~ByAincreasiLg the efficiency of investments in production and
consumer goods sector,

-By establishing relationships which complete each other among

We try £o clarify the last point which we have touched here,
that is the interaction between sectors in the economy and
their being effected by the general conditions of the economy
by giving an example which describes mulbti-sector models.
In our opinion,the best example to these models is Leontief's

£

ITnput-Outpout Model.

E-Teontief s Invubt-Output Model

The aim of Input-Output Model which was developed by Leon-
tief in Soviet Union in 1920's is to explain inter-industry
fiows by the nroductlen level in each sector.By observing
inter-connectidness of industries,he claims in his Input-Out-
put Analysis that all industries must develop in a harmonic
order,in suca a manner that producticn in every sector should

be organized in the way that it should not prevent the produc-




tion of other sectors.

Now,we try to examine Leantief*s Jmptlcﬁ related %o
inputmoutput relations between sectors (

i-Kach commodity or commodity group is produced by a single
industry or sector.The consequences of this assumption are as
follows:a}In the production ¢f each commodity group,there is
only one technique,and b)Each sector produces only one com-
modity,there is no joint production,

ii-The input amount which one sector.gets from another sec-
tor,to use in production is fixed and it is determined by the
productién level of the sector which gets the input.In other
words,inputs to one sector is a function of the production

level in only that sector and this function is accepted to be

iii-The total effect of carrying on several types of pro-

the sum of the seperate effects.This is known as
the additivity ﬂsblmption which rules out'"external economies
or diseccnomies”,

Depending on these assumptions,leontief's Input-Output
Model can be summarized as follows,in Leontief's system totél

production levels of ssctors and final demands are shown as

column vectors. =

=y 71
X = |T2 Y= |d2
2 °
e Ld
X
N yIl
b s

(44)Ibid, pp.21+527
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Y. .

ij ~5~
By, B =l
id X

When this equation is put into equation-l-,the equation

K o= s K, = Y, . °
i j 413%3 T 74 is obtained “ -l

After this stage,now Inpubt-Qubput Model can be written in

matrix form.

X - AL =Y _ -5~
x“ ’—‘i " - A -
%fla _ | . 1510 . ?1 -
§ . 3 = : . -6
o - X '
g\ I ): | n¥n [ T yl’l

Here,multiplication of the input coeff cients matrix (4.)

by sectoral production level gives demand vector (AX) of inter-—
iate goods.Y is the final use vector. Since IX = X C4Q}
17 we wulbiply matrix X by the identity m;trix,to make the

necessary oubtcomes,we shall find the solution of

IX - AX & | - -

From this equation,we can find the following equation.

~7

Here,vectors X and Y are variable vectors.Matrix (I-4)
which is cailled as Leontiefis matrix in common can also take

the name of the'technology matrix“.<47)

§46§IX = X by definition.
(47)Chenery and Clark,0p.cit.p.46.



3D

If we put production vector X in one side of the equation,

Py

we can find the following eguation:

X = (I-4)"1 | -9

This equation is the determining  equation of Input-Out-
put Analysis.Thus we arrive at the solution of total production

for any pericd t.

r

Here,a point to be stressed is the change in input output
coefficients over time.These changes are impor%ant from the
point of view that they give some idea about total changes
in the country's economy.

The main value of Leontief's Input-Output System which we

|.,l .
[N

have tried to explain above,is that it constitutes a base to
the empirical studies in the fields of inter-industries
relations.Nowadays,Input-Output Amlysis,at a gradually in -
creasing rate,1s not only used for explaining economic con-

ut also for the preperation of economic development

o
D
o]
[
0
~§r
o

plans and programs.Different and unrelated good and service
flows among sectors,the technological structure of the econ-

omy are now accepted as inevitable parts of economic study and

As Chenery defends,the importance of Input-Output relations
anong sectors and the need for the development of sectors in
a harmonic order is one of the most important consequences of

Leontief's Meodel.

What is the adaptibility of these general consequences in

two sector models which are examined before and finally in multi-

sector models into the case of Turkev?
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HISTORICAL DEVELOPMENT OF TURKISH INDUSTRY

For Turkey,the industrialization effort is the most impéf;
%ént snong all the efforts which are attempted to get out
smong the "underdeveloped countries” and to take place among
the''developed countries.Industrialization has constituted the
foundation stone of the economic development policyhof Tu:key
gince the beginning of Rebuplic and it has been accepted that
real development comes throgh oniy by industrialization.From
the foundation of Turkish Industry up to today,Turkey has -
experienced very different periods from the view point of
different industrialization policies and of thelr consequences,

We,in this part of our study,try to anglyze the histérical
development of industrialization in Turkey by taking into
consideration particularly the manufacturing industry and its
gsub~gsectors.Meanwhile, we shall also see briefly the historical
development of industrial investments on behalf of the inter-
“dependence of industrial investments(the investments in a par-
ticular period being,to a certain extent,the continuation of

post investments ).




{
WH
W

1

considerable improvements

from the view point of industrialization in the period of the

ng on this,industrial investment exhibit different qualities

time.¥rom this view point,wé can classify last

58 years in four main periods:rirst Liberal Feriod,The Period
R = T Tamd o : ot (49) .
of tatism,Second Liberal leriod and Flanned reriod. ‘In this

part of the study,we shall see briefly the investment trends
rowbh direction of manufacturing industry to figure

out the development direction of investments in the Planned

Lo e T T - V3 — . - S,
B-rirat Libevai Period (1923%-1933%)

This period is characterized by industrialization by means
of domestic private enterprise in the protection and support

(48)Ta*an@$Tu 1¢:Senayilegme Blrecinde 50 Yil,Simer Matbaasi,

letanbul, 1973 4,

Foee L9725, 0P 502 o B Bin U
(49)Kepenck, Yakup: "Turk Banayinde Yatirimlar Uzerine bl, e~

neme slurkiy > Sanayilegme ve Sorunlari Semineri,Seving
Matbaasi,Ankara,1975,p. 20,



the light of The resolution which was accepted in the Congress
of Econowmy in Izmir in 1923.By the "Law of Encouragement of
Industry",which was accepted in 1927,it has been raquired that
private sector should play an effective POLeeLn.ﬁne period,up
to 1927,an increase about 60 % in the amount of workers and
about 30 7» in the number of industrial ofganizations could be
seen¢<50> On the other hand,90 % Turkish import consisted of
industrial products,within it,consumer goodé ha& a weight of

70 % and intermediate and investment goods 30 %.In the same

ear,it can be said that 44 % of industrial production con-

o

-
- 83

ed of food and 24 % of textile and clothing goods,(Bl)In

ct

n
[
"

this period,which can be accepted as the just beginning of
dustrialization,it haks been understood that main consumer
goods were met by imports.

Relasing to this period,briefly we can say the following:
Private enﬁerprise has developed especially in the consunmer
goods sector,according to the economic policy applied.It has
been understood that private enterprise did not make any invest-
ment in key industries but invested in consumer goods sectors
which vield profits in the short-run and for which domestic
market is ready.Bssentielly insufficient infra-structure,scarce-
capital and technical know-~how alsc give rise to this consequen-
ce.And when we add to these conditions,the situation arising

from long lasting war and the lack of foreign aid,one can grasp

(5G3Ibid,p.21.

f5i’hldem Vedat:Mitereke ve Milli Micadele Yillarinda Osman-
11 mp Ekonomisi Hacettepe URiv, Ve Bogazicl Univ,Tark LEti-—
sat Tarini semineri,Ankara,1973,(% ek51r) . Dot (01ted by Kepe-
nek, Yakup) .




investment from the view
both resources and purchasing power ) and as a

= . a
H

congeguence why industrial investments have remained at a very

'.9.

he stabe has felt the need to make investments in the in-
the Great Depression which has - .-~

caused great decreases,especially,in the prices of agricultural

ann agricultural nature on a vast scale and insufficiency of
industriszlization in the First Liberal Period in which social

and economic reforms are held.Besides,interventionist

ﬁ.
Yord
H
o
[¢]
o
[
[
[ O]
o

which have emerged by the Great Depression in other liberal

rialized countries to keep

I the industrialization period by public investments which

has begun under these circumstances,state produces basic

LQDLIESGT ve Fkonomik Gelismenin 50 ¥Yzlz,
a,1975,0.152,
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consumer goods within a plan using domestic inputs and adopts
import substitution policy in the necessary fields.Within this
framework,First Five Year Industry FPlan which covers 193%~
19%8& has been exercised.This Plan was a program which gave
certain investment obligations to public organigzations and
included some economic calculations relating to these invest-
ments.

Industry by which Iirst Five Year Industry Fflan planned to

(53)

-

G

ablish wag of five types:

<t

est

L Textile Industry (cotton,hemp,wool), ,
41n¢na and Quarrying Lnduszrv (1ron cupper, sulphur, com-

blna ions of coke),

5 Cellulose Tnduetrv (cellulose,paper, cardboard)

h-Ceramic Industry (% ass,bottle cement)

5-Chemical Industry artlflcldl 511k attur of roses ,;match

acid,super nhosnhate)

36 % of the investments which were to be realized by the
Plan were alloccted to textile industry,23 % to iron and remain-
: . (54)
ing to the other sectors. N

mstimations showed that approximately 44 million TL. invest-
ment was necessary for the so-called sectors and 10.5 million
TL., of this (all to be used in textile industry) would be met
by the credit of Soviet Union and remaining 6 million TL.

could come from budget every year.During the application of

projects finance estimations changed and reached 100 miliion
71, (5%

(53)kkonomi Bakanlipi,binai Te51sat Igletme ve Vekalet Teqkl—
latina Tlaveler hacklnda haporlaL,Devlet Hatba431 Ankara,193%
Pp.LA45-%45, (cited by,Kepenek,Yakup).

g;#}lblda

(55)Gunge, ”.;”Turk;ye de Planlamanin Tarihgesi” Mimarlik Der-
gisi,72/11,p.22,(cited by Llikin,Akin),
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were congbtructed.The products of these industry branches were

In the period of 1928-193L,industrial production which was

total imports per year.This ratio rose to 44 % in 1932,

to be pealized by the Plan constituted approximately

I

5]

TN

s
35

(]
(56

g

The evaluation of First Five Year Industry Planning period
below:

» .y - - I 5. e
Industry Plan is an etatist practice which

exvends the share of public sector,in the industry.Never-
h

Tneless,it is not a policy directed towards abolishing private

N

sector.0On the contrary,etatism has tried to develop and com-
plete private investments.

c-In the period of First Five Year Industry Plan,s consider—
been achieved,

able industrial development has

c—Linvestments in manufacturing industry show industrialization
policy which is directed towards import substitution and gives

priority to consumer goods production which is sometimes called

3 L 5 N -
light industry.

Lfter the success of first industry plan,the pesparations

of Second Five Year Industry Plan have begun.Second Industry

Plan(1959m1945),0n the contrary to the first.gave precedent

(56)Raporlar,0p.cit.p.12,(cited by Kepenek,Yakup).




to investment and intermediate goods production and also took

into consideration some infra-struchural establishments such

.

as mining,electrification and harbors.An investment of ap=
proximately 112 million TL.in the fields of mining,electrifi-
cation,coal,fuel,ceramic,food,chemistry,machine and marine

communication,all of which were covered in the investments

57)

3 T

content of the Second Industry Plan period,was predictedo(
However,this plan\could not be applied becéuse of the Second
World War and industrial branches which.were established by
the first plan were also channelized towards covering the
requirements of the army and military security.

5

In short,in the Etatist Industrialization Period,industrial

-

investments have been held with the absence of sufficient

. oy XL

infra-structure,qualified labor force and technical staff,in
a stable manner and with domestic finance.Besides,as a forcing
of internal and external economic conditions,investments have

been directed towards consumer goods and import substitution.

The pericd after the Second World War (and especially 1350)
in Turkish Economy is called Second Libeéral Period from the
view point of its general ecanomic policy.

1

ternal development of the economy itself,foreign

+3
a3
)
!,..h
o]

relations and political changes have led to the loss of the

(57)Te091kfisat Vekaleti,Sanayi Tetkik Heyeti:Ilkinci Besg
Y11lik Sanayi Plani,(proje halinde hazirlanmistir.),Bagveka-
Tet Matbaasi,Ankara,1935,pp.16-19,(cited by Kepenek,Yakup).




sportation and communication.A principle,which reduced the

share of public investment in industry and thus reduced the
o e kS P = 1 T3 ey :

evatism,was also adopted.Besides,the Plan has predicted that an

nvestments and of industrial invest-

fede

important portion of total

ey

ment expenditures which are planned for the period of 1948-

|4

be supplied by foreign alds.lLater in a plan,which was

{

held by International Construction and Development Bank,in - O

pulation of agricultural products,light metal,construction stock,

ieather and wood products,light chemicals,ceramic incdustriecs
and development of bhandcrafts,but non-constructicn of heavy
industry (iron-steel and chemistry),cellulose and paper indus-

Therefore,the application,especially in the first

J

.

e

5

1950 and through various cother incentives.On the other hand,

e

by the adoption of increasing the importance of agriculture

(58)International Bank for Reconstruction and

Develepment:
The Lconomy of Turkey an Analysis and Recommendations for
@ Deveiopment Prc&ramgwaShlnébOﬂ?~z51 pp.2/-100,{cited Dy

epenek, Yakup),




and as a consequence of this by expanded sowing fields,agricul-~
ture supporting policy,the introduction of machinery in agricul-
ture and with the help of suitable weather conditions,various
developments took place.These developments in agriculture were

followed by exports increase,and foreign aid helped increase

]

tu

)

the level of income.This s tion also increased investments
in general andespecially industirrial investments,

The economy which fed up by various ways up to 1954 began

ot

o suffer bottlenecks because of bad weather conditions and

e

nefficient usage of available potential.The industrial goods

|
o,

mport difficulties were seen especially in intermediate and
investment . goods,and as a consequence of inflation which arose
from the import difficulties and other causes,Turkiéh Tira was
devalued in‘1958,Therefore,an "interventionist"‘policy,by which
the state took some control and economic stability measﬁres on ‘
a vast scale,took the place of the economic policy which could
be accepted as "liberal" and was experienced after 1950,Limit-
ation of profit rates,introduction of import quotas,application
of Law of National Protection,preventing economic anarchy are
the mein preventions of the state.(59)

2~-Development of Industrial Investments

liere we try to examine,with a table,the situation of indus-
trial developments,which we have analyzed broadly for the 1950~

1962 period,against (NP and Gross Fixed Capital Investments




GNP AND INVESTHMENTS IN THE SIECOND LIBERAL PERIO

Total . (%)

fear GNP GEFCI Industrial Inv. 2/1 3/1  3/2

(1) (2) (3) (4) (5) (&
1950 11079.1 1525.8 95,8 1.5 0.858 7.1
1951 12514,0  1410.0 137.7 11.5 1.00 9.8
1952 14023,1 1786.6 12%.3 12.7 0.97 6.9
1955 15607.4  2039.7 2%5.8 13,1 1.51 11.6
1954 15127.9  1958.1 230.4 12,9 1.52 11.8
1955 16338.3  2019.9 48,5 12.4 1.52 12.3
1956 16842,6  1860.9 285.5 9 o4t 1.69 15.3
1957 18192.5  1952.2 189.% 10.8 1.04 9.6
1958 19019.6  1959.0 170.6 10.3 0.89 8.7
1959 19869.0  20%5.6 1%65,7 10,2 0.68 6.7
1960 20424.,7  2260.3 161.5 11.1 .79 7.1
1961 20796.6  2338.5 163.2 11.2 0.78 7.0
1962 22036.5 24975 4317.9 11.% 1,80 16,7




IV

Ag far as 1950 and 1962 period in which Flanned Develepment
Period begean is concerned,GNP has increased approximately
5.5 % per year on the average (with the prices of 1953) rate
of GNP increase which is above 10 % is important as far as

the influences on total fixed capital investments are concern-

As seen in the table,Gross Fixed Capital Investments (four~
th column) amounted to more than 10 % of GNP (except 1956),
and this ratios reached to the maximum with 1%.1 in 1953.

As far as the share of Industrial Investments in GICI is
concerned (sixth column) one can see that 1ndustrla¢ invest-
ments have developed at considerable rate between 1953 and
1956,In this period,the ratio of Total Industrial Iﬁvestments\
over GFCI was above 10 % and reached to the minimum with 6.7 %

in 1959.Industrial investments made up .68 % of GNP in the
same year.,

After 1956,both public and private sector industrial invest-
ments have decreased.One of The most important causes of these
decreasesg is that,extreme price increases allocate investments

i1to housing and service seﬂtors which bring great profit.When
profit Tate in industry falls below housing and speculations
and other short-term earnings,it causes diminishing industrial
investments.beslides thié,input supply difficulties which are
the result of inflation will cause a decrease in industrial

Tal!
inves*menﬁss(bo/

Here,we look at the shares of Public c‘d Private Invegt-

ments in Industry.

(60)Kepenek,Op.cit.p.32.




INDUSTRIAL INVESTMENTS

(Bage year 1953)

million TL,
Year Frivate % Public %
1950 40,7 4% 53,1 57
1951 60.7 v 770 56
1952 65.5 53 57.8 iy
195% 100.2 55 105.6 g
1954 88.6 33 141.8 62
1955 100.6 40 147.9 60
1956 111.0 70 174, 61
1957 86,4 46 102.9 54
75.2 43 O7 .4 57
86.7 63 50,0 37

8% .4 5 78.1 ng -
85,2 52 78,0 48
91.1 22 %26.8 78

As can be seen in the table,public investments censtituted
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tal industrial investments in 1950 and

O
th
it}
o
o
fomd

ic investments,especially,in
between 1952 and 1957,in which growth rate and the rate of
total industrial investments increases were very high.lAs a

result of stability measures,which were adopted aft

('D
.3

1958
devaluation,the share of public investments fell to 37 % in

1959, 1%

o

er it began to rise again,
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It is useful for us to study the sectoral distribution
of investments in this period to evaluate structure and
variation of Turkish Industry in Flanned Period,

3-Sectoral Distribution of Investments

In Turkey,Manufacturing Industry has the highest share in
the industry sector.Internal structure of the Manufacturing
Industry and changes in its structure also influence indus-
trialization process and the directi on'of the change in the
conomic structure,Therefores”developments in Manufacturing
Industry as an independent and dynamic factor of industrial

(61) and the structure of Manufacturing Industry

dev elopmeﬁt”
should be examined according to the subsectors which produce
consumer goods,intermediate goods and investment goods.Never-
theless,the stﬁdy of the structure of Manufacturing Industry
with all aspects is not our goal.We try to see only the
“allocation of Manufacturing Industry investments to subsectors
in this part of our study.

We use the approach of the State Planning Organization

Five Year Develdp.  Plan as the criterion

ng subsectors.,According to this approach we

(61)SP0:Thivd Five Year DevelopPlan,1972-197 73Ankard 1972,p.15.
(6238P0sAnnual Prog, I§74Aﬁwara 1871, pp. H/4-468, Table., 309,301.
Obviously here there 1is a generallzatlon of whlcn content 1is
not expressed wholly by this discrimination.But the corollary
of discrimination is that this type of classification is not
very objective from the view point of technological structures
of sectors.for example,transp ortation vehicles as investment
goocs as far as the pvoductwon technology is available if they

produce aubtomobiles,give the vehicle sector the quality of an
investment goods producing sector ’




~#00d,beverages,tobacco,textile, clothing,generally as consum-
er goods,

-Wood products,furniture,paper,printing,leather,rubber,chemical
and petroleénm products,cement,non-metal products,iron—steel‘

and metallurgy,genérally as intermediate goods,
~-Metal products,machinary procducts,electrical machinery,elec-

ronic and transportvation vehicles,generally as investment

ot

goods sectors.lnvestment goods subsector also covers durables,

We now loock at the shares of industrial sector and manufac-
turing industry in GDP since 192% before studying sectdral
allocation of industrial investments.

As seen\in the table,the shares of both industrial sector
and manufacturing industry were more or less at the same ratio
in GDP in 1923 and before 1948 after which rapid developméﬁté
have begun.But an important point which can be observed in the
ratios was a decrease in the share of agriculture in domestic
products as a result of a sharp decrease in agricultural
product prices after 1950 World Economic Depression contrary

an increase in the share of irndustry.

As seen in the table,the share of industry in GDP increased
to 1%.2 % in 1923,t0 18.9 % in 1940,to 14.0 % in 1948 and to

17.9 %

|
od

1962,

b
1o
b

The share of manufacturing industry,however,increased to

E....l

17.

to 12.5 % in 1948 and again rose to 15.4 % in 1962,

% in 1940 while it was 12.3 % in 192%,then it decreased
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TABLE VITI

THE SHARES OF INDUSTRIAL SECTOR
AND FaNUFACTURING SECTOR IN GDP

()

(Producers' prices)

Year

1323 13.2
1330 11.4
1935 18.1
1940 18,

=

O

£

\J1
WER
~ o
O W W

1948 . 14,
:‘LJ'@E} 14‘{9
1950 14.6
1951 15.5
1952 1%,

ford
;

T

.
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[
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1954 15.5
1955 16.0
1956 16.7

et
\
\J1
|
—t
(e
-

LORE 17.0
19549 16,2
1560 17.3
1301 156.0

-
Industry

Fanufacturing Ind,

5

e:Serin,iecded,"Turk Sasneyiiniln Yepisal Gorunumu©,

tiirkiyeide Sana

pp,Q,jf
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ilegwne ve Sorunlari Seminseri®,



more rapidly than gross fixed capital investments.Fixed

capital investments which increased in 1950-1953 period
remained counstant in 1954-1955 period and af% a fall in

investments inbto consumer goods,intermediate goods and invest-
ment goods gectors between 1950 and 1962 at Ta I
Cne can see from the table that more than hal f of the
iLéuStrlalbinvestmeﬂts were made in consumer goods sectors
in 195%-1957 period,investments to this group gradually in-
creased especislly in the period of 1953 and 1955 and then
began to decrease.On the other hand,investments to inters.
mediate and investment goods sectors fluctuated from yeaﬁ to

vear but increased in general.llere we can say that inter-

G

mediate and investment goods subsectors have developed in
the same direction with gross fixed capital investments.This

similarity is a result of demand which comes from especially

" 9]

housing and services sectors to intermediate and investment
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TADBLE VIIT

THE SECTORAL SHARES
INDUSTRIAL INVESTMENTS IN 1950-1962 PERIOD

(Base Year 195%)
million TL.

Consumer Goods Intermadiate Goods Investment Goods

Yeary Publ., Priv, Total Publ, Priv, Total Publ, Priv, Total
1850 37.6 26.8 64,4 10.3 16.3 26,6 5.2 1.8 7.0
1951 47.7  40.8 - 88.5 24,1 15.0 29,1 5.2 3,7 8.9
1952 23.1 4%.2 5.3  30.6 13.4 44,0 5.1 4,1 9.2
195% T4.1 73,2 147.% 18.5 5%.9 72,4 1%.1 2.6 15.7
1954 102.9 54.9 156.8 - 27.2 29,0 56.2 51.1 4,0 9,1
1955 122.9 70,9 19%.8 11.4 26,1 375 15.4 2.5 16.9
1956  114.6 65.9  180,5 53.0 36,8 89.8 7.7 7,5 15.2
1957 10.1 54.9  125.5° 28.4 20.8 49.72 4.1 9,8  13.9
1958 27.1  40.9 68.0 5%.9 24.0 77.9 1%.7 7.8 21.5
1959 21.8  33.4  55.2  13.4 34,0  47.4 14,8  17.9 32,7
1960 2%.6 403 6%.9 36,5 31.9 68.4 177 12.0 29,79
1961 27.8 34,0 61.8 38,1 36.2 T4.% 12.1 11,9 24,0
1962 %2.9 41 .4 4.5 250.5 %0.3 280.8 4% .4 17,1 60,5

Resources:3IS, "Tlirkiye'de Toplumsal ve Ekonomik Geligmenin 50 Y1l1",pp.176-207,

Kepenek,Yakup, "Tlirkiye'de Sanayilegme ve Sorunlari Semineri',p.56.,




Investments and durable consumer gobds and intermediate
goods investments have increased faster than both total in-
ugtry investments and Gross Fixed Capital Investments.This
situation depended on some factors,especially,for the period
after 1956.The main factor was that industrial investments
have been made on durable consumer goods sectors,depending
on propensities to consume(changes in the quality of consump-
tion demand),Eesides,profitab 1ity of production of machinery
and equipment which could not be imported as a result of balan-
ce of payment dﬁficulties nas led the 1ndustr1a1 investments
to depend on consumption and to be towards import bubstitu-.
tion.Another factor was that extreme price ingreases effected
intermediate and investment goods sectors D051t1vely,but

also,effected total industrial investments nega 1ve1ye(6@>

ga
In this framework,the share of the consumer goods invest-
ments in total industrial investments was 65.5 % in 1950 and

this ratio rose to 78 % in 1955.There were increases in cone-

gumer goods industry,especially in food sector,in between

950 and 1955.The share of consumer goods invesitme:

;J

ts,however,

The share of intermediate goods sectors in industrial

investment,was 27 % in 1950,16 % in 1955 and 43 % in 1960,

il

Invegtments of this sector,increased by a considerable amount

e

ments in the fields of construction

L

as & result of invest

b s

goods,chemicals,and paper production in the first half of

the period of 1950 and 1962,and the fields of rubber,petrolsum

ct

ne
U S

lucts,chenical and metallurgy in the second half of




however,rose

1950.In this

ducts subsector increased gradually,there were important

improvenents

second half cf the period.

It was observed that public investments were made usually
in paper7chemical and metallurgy fields.On the contrary,state
méde no investments in new sectors such as hard rubber,

electrical machinery,and also the share of public invest-

ments in the

50

investment goods industry in total production
to about 19 % in 1960 although it was 5 % in

industry,especially,investments in metal pro-

in electrical machinery investments in the

textile,transportation vehicles and machine

production fields fell graduslly.This situation has shown

that stabte made investments in intermediate goods subsectors

and left consumer goods subsectors to private investments,



TURKISH INDUSTRY IN PLANNED PERIOD

One of the most important characteristics of thé period
after 1960 from the view point 5f industrial developments
was that industrial develcpments were also planned,within
the planned economic development.The plans have shown macro
economic equilibrias related to industry both in five year
development plans and in yearly programs;After 1960,until
today,three plans (five-year plan) have been applied (1963~
196791968—1972,1975—1977)oFourth Five Year Pian (1979-1983%)

oy

however,is in the stage of application.We,in this part of cur

b

try to evaluate industrial developments with a

general view and then study the positions of value added,
employment and labor productivity which covers 1960-~1978
pericd of Turkish Manufacturing Industry under the light of

our empirical study.



A-General Outlook

After the establishment of State Planning Organization in
1960, first,a plan which was temporary and which also included
1962 was prepared and immediately put into exercise and then
First Five Year Development DPlan (FFYDP) for the period 1963-
1967 was applied.In this plan,although the industrial sector
was accepted as vanguard and lecading sector,it was predicted
that development must be held depending on the essence of

-

balanced growth betweemn agriculture and industry in the long-

(65) Although the industrialization policy was not clear

TUnl,.
in F¥YDP,yearly programs gave partial clearness to industrial
policy and giving precedent to sectors producing investment
goods was accepbed as necessary.

Second Tive Year Development Plan (1968-1972) included some
ferences on the subject of industrialization policy in
compariscn with First Plan and balance development was par-
tially given up.According to this,structural change of the
econcmy from the view point of self-sufficiency was only -

osgible by rapid industrialization.With the aim of promotion

o
—'}
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ot
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1ts and accelarating industrial development,much
more exbtensive measures were predicted for this sectorolﬁ This

especially tne establishment of fandamental and strate-

ko]
0}
5
&
o]
&
&

gic industries producing intermediate goods and nonmencouﬁage«

ment of industry branches producing luxury consumption goods

vas invended.

-

PERTH

(65)sSP0:First Five Year Development Plan,196%-1967,Ankara,
1963,p.%9,
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the Third ive Year Development Plan (1973-21977) the

CF

In
industrialization intention which occured wi SEFYDP has
become more appemrent.iccording to TF VDPj”industrializationz
regardless of its composition, is not only industrial output
increaée.According to the Plan,industrialization was expres-—
sed as a structural change in Turkish Industry,the goal of
which was towards consumer goods industries,using rslatively
backward production technologies and usually consisting of
small production units.This structural change can be achieved
by giving weight to intermediate goods industries which have
a strong forward and Eackward feedback effect and to invest-
ment gobds industries which have an encouraging and motivating
guality in producing téchnology and also which decréase depen-

dence on foreign resocurces.In the plan,the increase of the

ot}

hare of production in these branches in total industrial

roduction has been accepted as one of the indicators of

.

development rate and the establishment and developmeht of
them in such a manner that the aim being able to give‘%hem some
pogsibilities for foreign competition,

As a result of the industrialization policies in Planned

Period,which we tried to describe above briefly,important

o

evelopments in industry have occured.These developments were
realized in such a direction that prea&dinglj the shares of
industrial sector and especially of manufacturing induétry
in GDP increased.The share of manufacturing industry which
was 14,21 % in 1962 rose to 18.10 iﬂ1967,to 20,30 % in 1972
and to 21.88 % in 1977,
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The shares of manufacturing industry in GDP can be ssen

in the below table given the 1968 Producers’ Prices,

O

TABIE IX

SHARE OF MANUFACTURING INDUSTRY
(%)

Year 1962 1967 1972 - 1977

The Share Of ; -
. 14,21 18,10 20.30  21.88

i

Man,Ind.

Resource:SIS, "Turkish National Income 1962-1977",p.9.

Besides,for the period of 1950 and 1962 gross product of
mancfacturing industry became 10,2 % in the period of 1963

and 1977 while its yearly average growth rate was 8.5 %.This

development in manufacturing industry is provided by a decrease

(W]

n the relative importance of agricultural sector.

Another development in Planned Pefiod was that,relatively
some changes in manufacturing industry subsectors (consumér-
intermediate-investment goods) came into account.The structure
of these changes will be examined below.Aside from thege . -
developments,variation in industrial production occured,in
other words,there was a flow towards import substitution in-
duspriésa
We will now briefly explain our study in manufacturing

industry subsectors for 1960-1978 period,




pogition of manufacturing industry in our country and for
observing changes in this sector.These inquirieg have also
been the main source of our study.But for after 1973, these
inguiries have been covering preliminary results.Data for the
years with no inquiry or data which does not take place in
inquiries have been obtained from “"Statistical Yeér Books”,

A

“Census of Industry and Business Establishments-Manufacturing

w
4
A
d.
£
o

R3

ublication namely "The Structure and The
£ the Manufacturing Industry’ publica=:.
of National Productivity Center,.

Cur study includes only 19 years pericd from 1960 to 1978

since there was not any adequate data for the years after 1978.

And there is not any published data related to manufacturing
industry subsectors(except value added data) for 1969,

Manufacturing Industry subsectors are determined as fhey
have taeken place in SPO TFYDP.According to this,tables of
Vglue Added,Employees,Number of Firms for 20 subsectors of
Manufacturing Industry ave obtained in this study.Data in
tables are in the form of current prices.

The main problem for the Turkish economists who try to
analyze the past economic trend is the impossibility of find

ing an apprcpriate and continuous data.In our case
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Year Consumer Internediate Investment
o __Goods Goods Goods
1960 58,24 27,74 14,02
1961 54.58 27.66 17.76
1962 51.17 20.39 | 18.44
1963 43.39 31..88 18.75
1964 48.61 32.16 19.24
1965 47,70 34.15 18.15
1966 46,16 35.66 18.18
1967 47.15 34.35 18,50
1968 45.18 35.95 18.90
1969 46,73 34.81 18.46
1970 46,55 55.02 18.43 -
1971 39.11 39.23 21.66
1972 38.83 59.13 22,04
1973 40.18 38. 94 20.88
La374 41.03 38.27% 20.74
1975 39.6% 37.°73 20.65
1976 36.85 \ 42.9% 20,22
1977 35.55 4,21 21.24
1978 34.95 41.42 2%.63

Resources: (Ozotin,Erdofan, "Tirkiye'nin Gelir ve Istihdam

jox}
(e}

Dagilimindski Yapisal Degisim II",pp.l1l4-31.
SIS, "Annval Survey of the Manufacturing
Industry%,1977,1978.
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this sector was very high in total manufact

H

value s.For example although

@oods sector was 27.74 % and the share of

ods sector was 14.02 %.Nevertheless beginning

First Plan period,the share of consumer goods sector
in total value added began to decrease,and the shares of
intermediate and investment goods sector began %o incresse,
The share of intermediate goods in value added took the

relatively most 1mporta place firstly in 1971.During t©

>
]
=
il
O
£
‘_!

1970-1974,the trend of the distr 1bu81 n of value added

in the subsectors of The manufacturing industry has

0:¢]

fomd

s
diversification compared with the last decade.lIn 1971,consumer
coods sector value added declined by 7.44 % %o 729,31% and even
continued declining bto 38.83% % in 1972,.However,an increase
atarted in 199% to 40.18 % and 41.0% % in 1974, on the other

hand,during the above mentiocned period,intermediate goods
ecbor,although increased up to 39.23 % in 1971,declined tso

(66}Manisall,ﬁrol:Ge‘ gme Ekonomisi,I.U.Iktisat Fakiilkesi Ya-
yinlarz,Yayin no:417,Guryay fa*bd661llk,“978 D. 265,




applicable,Btarting from 1975,although not as clear as the
1960-1970 period,a decrease is observed in the consumex

goods sector,but a discountinous type of increase is observed

o

added growth rates of subsectors are shown in Table XI

®

e table,we can see that although consumer
goods sector value added grows at a rate of annually 17.3 %;

intermediate goods industry value added grows at the ra

d'
o
bty

lNJ

23 %,and invéstment gocds industry grows at a raté of 24 %,
Wwhen we examine value added allocation of the subs,ctbrgx

of consumer,intermediate and investment goods indust

the following consequences can be seen(Table XII)

I

]

we classify subsectors according to the volumes of
their shares of total value added,¥ood and Téxtile Industries
which are called as traditional sectors take the first two
rows from 1960 to 1973.Nevertheless Basic Metal Industry

took the second row and replaced the Food Industry in 1978.

But,there were some d

[

creases 1n the rate of value sddeds of
L
these two traditional sectors which had a share of 25,64 % in

960,bad al share of 10.42 % in 1978.0ut of these twe seo-—

tors,two more sectors which could be included into consumer

are Tobaco and Clothing Industries.
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TABI®E XIT

L LUE-ADTED 0 COMNSUMER
LT GOODS SURBRSHCTORS (%)

ey
E ,l“'!\' L LL JER AT

Jear
Sector~_| 1960 1965 1970 1975 1978
o | Food 25 64 g Food 17.45 |o Foud 15,35 | o Terles | 12.23 |4 Textiles | 15,66
o ;Tex‘cil,% 19,20 | o [ Textiles | 15,90 Tertiles | 14,29 o Food 11.60 %“};q‘j‘“] 12.,1%
o Tobaco| ¢ o |E el .05 l® z":tl%fﬁld 9,79 |+ Chancds| g.35 |0 fod | 10,4
el 1 650 |+ Ehoen 7 96 1o oo | 9.28 |+ Jdenm 786 4 k| 9445
Bawic 6.10 lo Tobaco| 6.68 = Melol 1 6,86 Bone 7.66 Neanelatic| ¢ g8
Chemaab|  5.86 ‘ %,\‘e‘g‘qﬁ) 6.47 ' f’\;‘gg‘ . 5.50 ebawe | 6,58 u ek ‘i o 6,04
Clothing 49 Chemcals 5,72 Nonmetatlic 5.07 % T@?”{;;‘\gt 6,.5% HMacwiney 5,97
e Roamealic] 505 Chemicals| 4,85 [0 Chlng | 6.43 oahe | 5,69
GRAEY 3.61 o Chiting | 4.63 |x ey 4.85 = GER, | 5.8 !\;\fﬁ@\(ts 77
Wasd 2.82 \“gg\{\z\ﬁ,ﬁ“i 3,73 | Clotiing . 4,25  Noometallic 5.14 | l‘ﬁ("’(‘f;f M?Z& 4,72
Total | 85,09 Telal | 8c.87 Totsl | 80.07 Totsl 78.24 Tetal | 81,73
o Comumer | 65,73 Consutter 55,26 Cowumer | 53.92 {0 Consume-| 47.09 o ?'Cbns\)mer 31.91
F VIV‘J\Q“W’@*{"»’- 22.%4 |+ Lntermadiol] 30,17 1+ Elﬂ’wmﬁate 31.48 i+ ;':{rﬁexmedame 37.11 |+ tolamensd 41.78
g Javestment 11.9% = Anvestmeat| 14 57 {x lowesment] 14,60 |z Tovestment 15.80 |z lowsimed| 26,31




Bl

] oo
D0 m

o)
SNSDOT-
camn
were
the
18 el
t

Uy o o o o] O o @
" 2] o L) £ 0 P = &
] & ] 1= i [ [ opsd C J
O i 9] 4] 0 oo} @ 0 s
[N [ i "t . o} e, £ £ @
et o4 0o eed o o @ o] e
ok - 42 9] i oLl O o
=i @ = oged -~ o = o

ol o [ “ By - o
42 @A o o 4 S © o
= 1)) = [ O 42 e P! |63 (@

.l = 4o £ ord i £ I
£ 4 0] o) R 3 i3] 0] TR o]
o 4 b 1> 4 kel T 4 O 4
“J o = s &) o ‘o o o e}
4 e > o 0] do < (0] ~ 43
Il 2 W (0] ord e o
K Lo T VR & w w0 43 <} ©
B o o) e} V)] 40 ) o 0

ad = 523 = © 9 K] R o
) a o £ At - agd £y 1
) 3] s Y] = 4 3 @ (- |
43 P > i) O - o O e
sy} hie] i) §ei @ Q ,_ °
Rk [ o] o fig o ay ] N
i e ® = 0 0
= = 12 0] - ) G4 O
o opd i « oy L2 (@) i

£ 4 ) W kS o)
e w Ko (] £ o Ui £
! @ 117] = O « &y 4 ©
Tl Fo R £ o O I SR
o T TR P o G o @ e
2y £ I ™ [y}
Kl Chomd 4 o ¢ o

& ») i @] < D 0
- i AN 33 N o ]
>y, @B ) e o o o , 42 )
= A & N R [ @] s ] i
40 4D 3 et 2 Y| w &) @ e &4
0 O w A4 2y 42 +2 ] K o ]
= ] £ o i 0 ot (o e £

kol D w0 D o] 0! o o =t o ®
< &4 4> = o) =} o=l & Iay o 9] @
- 4 Q0 Cpei 42 O O G oy 3 VI
& o W ol e o @ e D

o o ) 3 £4 o] ’ = D e 2
e} = © @ @ » o
» ) A4 =i o N b > 3 v

98] B A <3 o apd i) @ 4 3
. 0 ) [ =3 [oud e 10 gt Ul
o pov] 0 v @O = o D @
=i @ [ u . ay o] o 5]
O O~ o 43 5 v T3 a
] 4 G YW 3 ¢ o Ui o @
By > 1 i s 0] . S i




Industry Sector,lhietal rfroducts Indust

*‘5

v 5ecbav and Electrical
flachinery Industry.

To make a general evaluation,the positions of Manufacturing
Industry subsectors,within first ten sectors,show such an

appearence as follows.Within first ten sectors,which we clas-

meat goods subsectors was 11.9% % and the share of the inter-
mediate goods subsectors wés 22.24 % while the share of con-
sumer goods subsectors was 65.75 % in 1960.The period,up to
1978develcoped in faveor of iantermediate and investment goods
sectors as expected and again within first ten sectors,while
the share of consumer goodé sector fell to 31.91 %,the shares

of intermediate and investment goods sectors rose "espegtﬂvelv

to 41.78 % and 26,31

8
o

ihution of the bLabor Force Among Manufacturing Industry

One of the criteria which can provide the necessary infor-

,1‘\—'—

nation to examine the development pattern and the structural

nges of the Turkish Industry is the share of the employmenti

" -

of the manufacturing industry within the total employees.In

this part,the subject,we will be interested in,is the distribiu-

tion of Tlabor within the menufacturing industry.We will start
PR ) . . N . o

With tne general evaluation of employment pattern in the
manufacturing sector.According to the 1865 General Census data,

the share of manufacbhburing indust ry for employment was 7.09 % .

value added,the share of invest-
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TABLE XIII

DISTRIBUTICON OF EMPLOYMENT

Employees Imployees LCT.FoD.

in Total (1/2) in (1/4) in Total (jTj
Yegy Man,.Sec, Employees 9% Industry % Man.Ind, Act.Fop. %

(1) 2y (3) (4) (5) (5) (7) (8)
1965 499,696 2,753,841 18,14 N.8., 960,950 13,557,860 17,09
1968 701,789 3,133,718 22,39 849,667 82.60 |
1969 755,0%% 5,271,231 23,08 909,266 83,04
197C 818,%60 3%,421,9%% 2%,92 977,151 83,75 1,262,982 14,538,518 8,65
1971 88%,966 3,588,019 24.04 1,051,189 84.09
1972 968,125 3,770,965 25,67 1,1%8,025% 85.07
1973 1,060,619 3,974,752 26,68 1,238,500 85,64
1974 1,108,242 4,1%0,608 26.8% 1,294,487 85,61
1975 1,165,185 4,301,415 27.09 1,360,207 &5.66 1,243,567 16,%49,%80 7.61
1976 1,226,859 4,434,393 27,36 1,442,284 85,06

ncome

Pe.uurceﬁLcev1t Leyla,0z0tiin, "The Changing Structural Distribution
and melovment in Turkej and Kuznets Hypothesis¥,pp.49,50

818,¥5tatistical Yearbook of Turkey,1979%,

of I
,6%,64
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same vear,55.68 % of the firms was in consumer goods sector

<

while %6.9% % was in the intermediate goods sector and just
9,39 % wag in the investment goods sector Durﬁﬂv the post
1960 periocd,it is observed that the shares of counsumer goods

Y

sector in both firmnumbers and employees decrease while inter-

Lo

medlate and investment goods sectors' share increase.However,

the transfer of the shares of the consumer goods sector is
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enefit of the investment goods sector rather
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s sector.from Table XIV,we can read
the decline of 18.67 % in the labor force share

is transferred to the inter-—
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mediate goods sector by 6.7% % and to the investment goods
sector by 11.94 %.As we have tried to explain in the "Data"
part,there is a discontinuity for the past 1963 data for
employees.Therefore,if we examine the data sﬁﬁting from 1964,
we obtain similar results as obtained for the value added.

The share of 1lalx

'

r of consumer goods industry show a decline

6.0n the cther hand,the intermedia ate goods
1y share of labor increase continually during the
period 1964-1975,however in years 1976 and 1978 decliﬁese
The pattern in the investment goods industry is as follows:

Except for the years 1974,1976 and 1977 this sector manages
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Year Consumer Intermediate Investment Total
o Goods Gogods Goods
1961 5 4 20 7
1962 - 1 5 9 2
13563 ~ 11 - 9 7 - 8
1964 15 11 11 14
1965 % 12 11 6
1566 5 9 15 7
14967 5 a 7 a
1568 4 8 10 5
1969 n.a. n.a., n.a. N.a.
197‘} i it 7 L
1971 O 1 4 3
1372 11 6 16 11
1973 5 12 24 11
1974 2 T 1
1975 3 10
976 )

P S e NI

\O
-3
0

.

S I S S
V)
-3
-3
.
G o RS

Regources: SIS,"Annual Survey of the Manufacturiag
ndustry Results",1964-1968,1970,1971,1972,
9'73,1974,1975,1976,1977,1978.
IS,"Statistical Yearbook©,196%,1968,
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industry labor.ln 1

while labor share was ©.63 %;in 1970 the firm share being

a
increased to 8,17 % while labor share redecliined to 4.94 %
finally in 19?8 firm share of the lMetal El@dacts Sector in-
creased to 8,%6 % while 1labor shsre continued declining down
to 4661 %.The reason why we choose specifically the Metal
Yroducts Sector;lies in the fact that this sector is struce
turally established of large size firms.lirom the technological
point of view,this sector had used 71 employees per firm in
1960,but was using Just 59 employees per firm in 1978.This
phenomenon suggests the choice of vapital-intensive tachnﬂquec

during these years.

}_..
=

1960 consumer goods industry firm number was 2954 and
decreased to 2865 in 1978.However,within the same period

labor usage increased by approximately 100 % in this sector.
Intermediate goods sector possessed 20352 firms in 1960 while

this number increased by 290 firms to 2322 in 1978,labor

=0

usage for the same period increased by 240 %,
Finally,investment goods sector had 517 firms in 1960 and
the enormous entrance to the sector increased this number to

226% in 1978.Labor usage increased gigantically as well by

o
-
‘..-!
o

e
d»

hese numerical and statistical analysis prevail

that these sectors during the examined perlod of 1§ years
Land
. e . i R
changed their both technolegical structure size composition.
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choice of industry ig a factor that increase the rate of growt

and development through the investment mechanism,the labor
productivity factor becomes the determining factor. lowever
this can not be seen in the Turkish Lconomy.In table XV,we
see the rates of growth of labor force.In thik table we will

find out that in year 196% the overall labor force declined

by 8 #.This was not accompanied by a labor productivity in-

creases as we would expect.However the best labor productivity

increases were obtained for all three main subsectors in two

Ly}

1974

o

vears namely and ¥978,

One of the best criteria for labor productivity is the
value added per labor.lr Ttable XVIIL labor productivity
values are given for the three main subsectors.rfrom this tab-
le we see that,between the years 1960 and 1978,the increz
of 11 times of labor productivity in the consumer gcods
sactor is eccompanied by the 15 times inerease in the inter-
mediate goods sector,and by the 11 times increase in the

~

In 1974,six subsectors emerge with decrcasing labor force

in absolute terms,while the rate of increase of Jjob facilities

is just 3 % which is one of the least (see Table XV).In 1978,
the labor productivity increase can be accounted for the
continued policy of less labor usage ,between the years 1976

and 1978 .(Table XVIll)
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Parr
In Table XIX,ws observe that theafirﬁ labor usage has
doubled for the consumer goods,tripled for the termediate
goods and increased only 0.25 times for the investment goods
industries.One point must be clarified at this point this
is the fact that the trend oE investment goods is of a shape

of parabola with a maximum.The other two sectors do not pro-

i

vide a smgoth pattern.The ups and downs year a

L7

ter year
should be accowmbted for the discontinuing investment alloca-

tions in these sectors.

However,the investment goods sector in 1960 was the biggest

frod

abor using sector with 68 labor per firm,while the others
were ©4 and 56,consumer and intermediste goods industry,

respectively.The picture we attain,in 1978,show that consumer

goods industry now use 124 labor per firm while intermediate
goods industry use 109 and investment goods industry use

only 84 labor per firm
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#-Digtribution of Invegtments in lanufacturing Industry

We will,now,examine the trend of industrial invesimeuts in
the Planned Teriod asg we have done for the pre-planned period.
Ihi NF increased aunnually at 7 % growth rete during .

the 196%~1972 period,fixed capital investments in the first
':l 1 d.

not increagse and manufacturing industry investments

comnared with ftotael industricl iuves

other hend,ln totel investueunts, the share of manufacturing

induvstry investmects incressed from 23,6 % in 1963 to 29.7 %

The gituation for the FFYDP and SFYDP 1s as in table XX,

In the same period,if the increase of the ratio of totsl

invegtments 1o GHP is consicered,the relative size of the

For the period 1972-1976,ca the other hund,although manu-
fzcturing industry protected the nhigh share in total iunvest-
ments,could not increase it.This ratio was 28 % in 1973,

50 % in 1974,29.5 ¢ in 1975 aand 25.7 % in 1976.

{6c)lanisaly,Op.cit.p.2%2,



( Base Year 1965 )
Million TT.
Total My

Yeur _onw GreI Ind.Inv.  2/1  3/1  3/2

(1) 2y 3 (&) () (6
1963 66728 10727 253%5.5  16.1 3.80 23.6
1964 69994 10709  2100.6  15.3 3,00 19.6
1965 73209 11510 1964.6  15.7 3.68 17.1
1966 80746 15901 2449.7 17.2 3,05 17.6
1967 85604 14781 3011.3  17.2 3.52 . 20.4
1968 91360 17140 3679.2  18.8 4.0% 21.5
1569 79112 19035 4405.1 19.6 4.54 23.1
1970 102450 20153  4978.7  19.7 4.86 24.7
1571 111926 20836  5878.7  18.6 5.25 23,2
1972 133848 26171 7768.8  19.6 5.80 29.7

Resource:Kepenek,Yakup, "TlUrkivelde Sanavilesme ve Sorunlari
k s J ¥

Semineri™,p.43.

The distribution of manufacturing industry investments
to consumer,intermediate and investment goods sectors,and the

public and private sectors distribution is shown in Table XXI.




INVESTHMENT SHARES OF SUBSECTORS

IN PLANKED PERICD

(%)
Consumer Goods Intermediate Goods Tonvestment: Goods
Year rubl, Priv, Total Publ. Priv, Total Publ. Priv, Total

1963 29.69  17.75
1964 533.5% 25,69

53,20 1%.68 69.37 17.11 8.57 10,37
53.41 61,68 59.03 13,00 12,63 12,75

N

e
o
&
[N EERAN]
(92

O
e}

1965 23.31 - 35.328 31.50 65.11 45,92 51.09 11.58 20.70 17.61
1566 26.47 37.2% 33,36 71,70 43,31 53.5% 1.8%  19.46 15,11
1967 21.23 31.96 7.90 63.77 47.52 53.67 15,00 20.52 18.4%

74.94 54,92 62,96 6.01 18.73%  1%.6%
85.10  55.2% 68,15 4,15 15,38 10.52
86.00 59,43 70,78 3.9%  22.%4 14,46

1968 19.05 26.35
1969 10.75 29.%9
1970 10.05 18.23

[ASIENAN TR A

oW

WP
!

}..J

P

-3
R YW

1971 9.87 20.85 16.1 87.16 = 48,39 65,06 2,97 30,76 18,79
1972 B.%3  40.14  25.2 87.99 40,32 62,65 .68  19.54 12,11
1973 9.9 43.93 50.97  86.06  40.30 56,91 4,01 15,77 12,12
1974 19.15 58,79 32,00 75.59 44,25 55.09 5.26 6,96 12.91
1975 19.45 26,93 23,79 74,14 51.37  60.92 6.41 21,70  15.29

-

Resource:Korum, Ugur, " Tlrk Imalat Sanayii. ve Tthal Ikamesit,p.78.




Agein,as in the pre-plonned period,;public scctor intensifi

the investmeuts to inbtermediate goods sector,.In the second pla

period, this intensity even more increased,The public investments

that are channelized to the iuvestment goods sector declined

)

k" the

n the second plan veriocd,compsred wicth the first plan period,
eft for

A
4
et

[4

In other words,iuvestment goods gectcr 1s mostly

ncreased again in 1974 and
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1975.This can be =ccounted as a partiel effort in increesing
the exportsbles in thls sector,

In short,the invesgtnent allocction pattern also suggest
that the choice of industry in Turkey 1is used for the inter-

medlate goods gector by both public and private sector

decision-makers,




We have tried to e¢a$u°te a long period in th 1975'1aye
from the view point of cholce of industry.We heave tried to
hat Turkish industrialization effort nas
passed by.In retrospect, Turkish industrialization was,firstly
and thus m-inly,besed on counsumer goods sector.The choice
which is prevailed by the allocatiou of invest ents followed
a path that passes first from cousumer goods sector and whicnh
the inutermedlaste goods sector,.it hes taeke Turkey

of value-added of the

intermediate gouds sector above the counsunmer goods sector.
It is only at the start of the planned period that

f0o0ds sector increased 1ts share considerably.

During the first twe plan periocds,this sectort's share
fluectuated around 20 st.However,after the share of intermediate

Focdg sector passed that of consumer goods sector,the share

of ianvestment poods sector incressed to 2%.6% % in two years

heoretical studies which we heve shortly examined

t
in Part IT Jof our study united in the conclusion thet the



alloceztion of resources,and especlally investment goods sector
rvesult in increasing tne rate of growth of the economy.This

conclusion is mostly conveyed by the two-sector models analysis.

Multi-sgcector models mostly try fto analyze subsectorel develop-

e

We are not abdb

('D

e to find this theoretical bﬁsis in
the Turkish industrializatiocun effort.If we try to think in
nd thus collect intermediate and
invesgtnent goods sectors as one sector,then we are able to
find a similar result se in theory. :

But,cur classification of three gsectors in our study

ferces us to conclude that: i
~Intermediate goods scctor is the better developed
sector,not Jjust in terms of the increase in the share or

absuvlute value~added,but aiso 1o tnployment y“oﬂuct1V1tV and

~The sectors on the Turkish
economy is s8till of some importance,but the gap between these

2l

sectors and the otners are cleosing year after year,

-1t is the public sector whc decides for the choice
of industry,although the private sector investwments are larger-
hen the public sector investments,and although the private
sector allocates more than the public sector to ihe:consumer

is
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