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PAR T I 

~jlEE DEFIrHTI!ON AND NECESSITY OF INDUSTRIALIZATION 

HII'he nations comprising the 2/3 of the world I s population 

are getting only the 1/3 of the world's income.They struggle 

for f::scaping from the Il vicious circle of poverty" and their 

evolution is,from primitive agricultural societies to develop"': 
\ 

• • "I (' 1 '; ed, industrialized scc1.et1.es .. ! 

Their aim is for escaping from the economic,cultural and 

social baGkYJ&-rdness and they try to decrease the increasing 

inequality bet\'Jeen theirs and some other wealthy countries .. The 

countries realize that while they try to reach their aim,they 

will rBcognise a lot of problems and must try harder than the 

wealthy countries" 

As knO'\"n~ the most important subject of providing high life 

standards is the participation of the machinery in the econ~my 

i]:.\echnology is not the interest point of just d.eveloping coun~ 

tries any more but a mutual interest of almost all countries 

and industrial activitieseTechnological development has an in 

creasing importance for the process 01' industrialization and fbI' 

the economic relations of the countries,especially after the 

(l)Serin,Necdet:mijr~iye'nin San~yiles~~,A@UeSBF YaYlnlar~ 
no:167-149,Seving Matbaasl,Ankara,1963~p~3o 
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industrial revolution~ 

'Today the cld_seussion, of industry and agriculture as the 

vanguard and preceding ::ict of progress is not important .. The 

developing economic structure and the demand occuring as a 

result of this structure is for industrial products§(2) 

Investments,one of the most discussed subjects in the 

economic theory,plays the IIlceyil role in the analysis of 

economic development 3 growth and periodical cycles"If we as-

sume the concept of econ,omic development synonymous to the 

concept of industrialization,the importance of the industrial 

investments viill occur automatically~Besides the amount of 

these investments,the sectoral and regional distribution of 

them are important for the process of structural development" 

Here, irIe i,vill refer to the criteria of industrialization .. 

According to Sutcliffe :At least 2590 of the GDP must be sup-
/~, 

plied from industry,,\.?J It is not sufficient to find out the 

share of industry in the national income as the only criteria 

of industrialization,since this lllmber may increase for many 

reasons", POl"' oxample ~ the total share of the industry in KUirJ'ai t 
/4\ 

was 64;:6 in 1969. \. JIn order to find out concrete and certain 

resu.lts we must also be careful about the share of manufactur-

ing indnstry in the nati.onal income" As a second criteria of 

industrializ.ation,Sutcliffe suggests that 60}~ of the industrial 

output must be supplied from manufacturing industry.(5) 

~-.'-'~. ----~.-.--------

(~)Korub.U~ur:Tlirk !malat Sanayi va tthal !kamesi,AGO SBF 
Ya:y~nlari no:408,A .. U Bas~mevi,Ankara,1977,p.19 .. 
"(3)Sut.cliffe,R .. B:lndustrialization ~nd Underdeve;!..9'p~, 
Addison-\vesley Publishing Company ,l..london ,p.17. 
(l.~)!lkin,Ak~n:Kalk~nma ve Sanayi Ekonomisi.! .. ti :tktisat Fe.kul
tesi Yay~nlarl nO:384,Blo Matbaac~llk,!stanbul,1976,so19. 
(5)Sutcliffe,Op~cit.p.17. 
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If Kmvai t is examined from this point of view, it is clear that 

the share of the manufacturing industry in this country is 
. ,,( 6) Q 
Just LJ- 7'l1 "'~' l:or this reason,especially for the oil producer 

countries high shares of mining and quarrying industry cause / 

an increase in the share of total industry .. Sutcliffe claims 

that this criteria is necessary but' not SUfficient for indust-

rialization"If the mining and quarrying industry in a country 

is not developed ana most of the outcome is supplied from the 

manufacturing industry,the insuffiliciency of this single crite-

ria may be seeneFor this reason,Sutcliffe assigns a third cri

teria and he claims that 10 9iJ of the population must be emp,loy

err by the industry"He uses the notation of "Industrialized 

Gountry l1 for a country that has fulfilled these three. 

;."".r-i-~"v>"a. (7) V.l.-"J;.. VV..t.,. ~l.. e 

In our opinion,except the countries who have great oil re-

serves,industrialization depends on manufacturing industry" 

YD, general classification, industry means a total whi'ch is 

rnad.e UI) of~ H1ining and quarr'yirlg, man"tlfact11ring and energy sec-

tors~In a developing country,if planned economic growth path 

is 'f'01101t,Jed, in which direction the industry should grow, "Ihieh 

sector to be given priority and. 'iJlihat to produce type of prob-

lems gain importance .. :E'irst of 8011,an appropriate aim and po-

licy must be chosen" 

Except tlle countries that own great oil reserves,in all 

countr:tes manufac-'curing industry constitutes the basis of the 

industry"In developed countries the development of manufactur= 

ing industry and the increasing level of high standards came 

.. "( 6 )Ilkin ~?p'~ ci t ~ p_" sO .. 
(7)Sutcliffe,Opocit.p.17. 
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forward with the economlC rise~In underdeveloped countries the 

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

ditional agricultural PI'oduction,,}i'or this reasonaindustrializa-: - " 

tion occurs as a mean of the increase of industrial employment 

and of' per capita national incomeoAt the same time~in the count-

ries wh(::lre the ratio of population to natural resources, especi-

a.l1:l land ~ is l1igh, irlciustry means the single hope for an j~ncre-

o d to" '.t:> h' hI' ft' . d ( 8) 1;1 th . ase In pro ue lVl~y ana Lor 19 er 1 e s ·annar s. £or ,~lS 

reason ne,,'f employment sources must be created.New industries 

'VJill create nel'l employment facilities and will eliminate dis-

guised unemployment,both in industry and agrieulture,it will 

increase the number of labor-intensive industries,thus will 

create full capacity~Secondly,the pvvcess of urbaniliation will 

g;alD speed with the development of industry and economy .. !!Econ:" 

ornic importance of agriculture decreases first proportionally -

t;hen as a result of the decrease in the amount of agricultural 
(9) labol:' G H \, 

Economic development is not only the decreasing economic 

• J f' -" d' .. t f'd- t lmporcance 0 agr1.cuJ..~ure an lnCreaS1.ng l.mpor ance a 1D us ry 

but it is a basic change which occurs in every organization of 

Co,,, society" IIEconomie development means the change in produc:-

t:LOn fact;ors, tho use of sources and equipment, consumption savings 

and investment customs,the human relations,the use of goods and 

. . , '\. " h' . d th .f' l' serVJ_ces or 'tHe cJ.lange 1n 08_ aVlors ~ alms an . e manner 0-,- 1. v-
(1 t)" 

~ y --. jj \. -JI.,.\...- j t <!o ""t. L· I. q. t f ctor .LAs ~ ~l!.ndustrla.Ll ZBlJ1.0n ge-cs more lmpor ance as a _ a 

\ "8'YI<J[yci:i:aI' ,G: .d·n International ~conomy ~ Harper Brothers, N ewyork ~ 
1956,p.226(cited by Serin,Necdetl 
(9)Schultz, T, H:The Economic T~st in Latin Amerie~~Ne\vyork State 
School of Industrial and Labor Relations,Cornell Unv.Bulletin, 
Augnst'l1956,p.15,(cited by Serin,Necdet). .. 
(lO)Hays,S9P:Personalit;y and Cultural Froblems of PointIV~ 
Chicago,1952,pp .. 206-207,(cited by Berin,Necdetr- , 
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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 r,vhich vlill al1m,., a gradual 

but co:ntinious increase in the majority is 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 develcping country 

may be explained as ,low income-lev-, ~avings-101rl investment-

loVJ producti vi ty and again 10vi income "Progress may OCCUY' if 

this cycle is broken@For example,an increase in productivity 

causes an increased level of savings and investments.High 

investrnents level increases the producti vi ty again .and the 

process resultsin developmento 

The continuous increase of the per capita national income 

is iPlportant for both the industrialization and the demand 

for industrial output.On the other hand,creating a continuous 

rise of income without industrialization is very hard. Income 

is necessary for financing the industrial investments 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-sufficiency.(ll) 

The countries realizing the process of economic develop-

ment must decide about the production structure,)allocation 

(ll)Han,Erglil:TUrkiye'de Sanayilesme SUreei va Stratejisi. 
Eski$ehir Ik .. Tic.B'Il.Akademisi Xay~nlar~ no:2059Ikade~i Ba_
~lmevi~EskiGehir,1978,p;25. 
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of resources etc ~ rrhe preferences may resemble a certain rate 

of grolrJth and taking the necessary steps and applying the 

necessary policies to reach it~or to put aside temporarily 

other alternatives~ 

Among these preferences called development strategies the 

most important subject for economists is the choice of ipdus-

try .. ,ln the process of development and grovJth the vanguard 

sectors are ~mportant for productivity. 

,If vle examine the evaluation of industry in today) s deve-

10pe(:L .. " 'ht: ,- "bd coun~rle~we reB_lze ~ au ~he me~lO,S used are not al-

ways the same but the industrial choices. as t-he foundation ot: 

every case .. As we mentioned,mal1ufacturing industry has a great 

importance for the \',111018 industry. f":anufacturing industry is 

believed as the basic mutruation for the progress and develop~ 

ment process and its classification contains some subcat~gor..:. 

ies~ \'/e define these subcat~gories as·1Consumer Goods Industry, 

Intermediate Goods Industry,Investment Goods Industry and we 

define the investment and production preferences of the "Oho-

ice of Industrytl 9This study vJill examine the changes in the 

structure of the manufacturing industry and the effects of 

these changes on the country's economic rise. 

Firstly vle will e~·~amine the theor.8ticalstudies 8.ssumptions' 

related with the subject. 



PAR T II 

T\\JO- SECTOR GROvJTH IvIODELS 

As known, one sector gro'ltJth models are contended 'with p.;lo-

hal economic balances e HOi,vever two sectors growth models must; 

have taken into account the exchanges among sectorsoFor exam-

ple,investment capacity does not depend on savings or capital 

only but it also depends on the production of the investment 

goods .. In addition, the properties that the m'odels stress on 

are changable .. For example~in global models the most effective 

variable in finding out the rate 'of growth is investment capa-

city but in t'vvO sectors D1Ddels the distribution of investment 

among sectors is more important .. 

I" 1 .::1.J. •• _ eco::omic 8D.alysis based on two sectors models have a 

common property"The pr:nority of investments are given to the 

investment goods industry.In other words,a strict relationship 

bet;~,,{een the gro'IPrth rate and the production goods investments 

are considered~However global models offer the underdeveloped 

countries a proe;ress which depends on the consume~" .goods in-

dustries.,According to global models the industrialization 

steps of the underdeveloped countries depend on the investments 

based on the follo~ring':eriterias: 



a<~CollntrJt· s production factors ratio must be (~'(amined~ 

b-The sectors that produces conSU1U:)I' goods must be given pri-

ority" 

a-Import substitution policy must be applied. 

These criterias result,directly or indirectly, with the dy-

namism of eonstnner soods industries during the industrializa-

. ~ +-b 'd'" i ,. (12) tlon process 01 u ~e unuer eve~ope( coun~rles.· 

Uow,we want to e{amine the applications~f some two sectors 

models,in order to understand the industrialization process of 

the underdevelopea countries. 

A-Boffmannfs lndustrialization Model 

Hoffmann classifies the factors that determine beth the 

grov.rth in various sectors and the development of the whole ec-

onomy as follows,the relative amount of the production factors· 

resources,capital stock, employment) ,the distribution 

of the proililction sources,related with home and foreign mar~ 

kets,the level of technological development,the skill of entre-

preneurs,the preferences of the consnmers,the politic and so

cial structure of the country type of non~economic factors~(13) 

i!!hatever the value of the first three of these factors are 

the structure of the manufacturing industry is said to be in 

the following manner:During the process of industrialization 

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

manufact'urinG of leather Goods develop preceedingly.Later on 

Tl2)Ozdemir ~Hldlr: I1\:1 SektorlU Fel'dman-I';1ahalanobis I-lodelinde 
Yatlrunlarln Se!ftor_el naQ;lllmlnln-De-~rleD.dJ.ri!~si, Fakul te 
Uatbaasl,Izmir,1978,p$2. 
(13 )Hoi.:fmann, \1, G: The Gro1,lrth of Industrial ECC?IlOmies 9~'Ianches
ter Unv.Press,Hanchester,1958,p.2. 



metal works~trans'portation vehicles~the , . investment goods in. !.-
\ 

dustry including the chemistry and. engine industries develop .. 

But the development of' this sector is faster than the deva-

lopment of the consumer goods industry and this development 

can be fallowed .during the 1;Jll01e industrialization process .. As 

a result,if the value added of the consumer goods industry is 

compared with the value added of the investment goods industry 

the decreasing ratio of the first one is observed. 

Hoffmann explains such a development of industry in stages", 

l11-t the first stage the net output of the consumer goods in':"", 

1- • r-. , ... 0 , , t t ' '" t' . t t d al.8'vry lS I ~1:',re l;l.meS "'GUS ne ou -pm; OI ne l.nves men goo.s 

industry"At the second stage investment goods industry gains 

. .. . iTlh an l:tlCreaslng lmportance .. ,,- e output of the consumer goods in'-· 

chwtry is nearly two and a half times the output of the inv8st-

ment goods industry $At the third stage 'ehe Let outputs of both-

sectors are equal.At the last period the fastly developing 

investment goods industry leavE.1s the conBUffi8r goods industry 
( 1 LL) .,,, , .t... I 

t ,..,n'n" .t;.~.!.';:'kJ. \""'-0{2 

According to Hoffmann? the criteria of grmvth is not either 

the absolute level of output or output per capita or an in~r-· 

imase irt the capital stock.The relation"between the rates of 

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 fo~lowing table.The . 

variation of the relation between the net outputs of the COl1-

surner and investment goods industries and the variation 

(14·)Ibid p .. 67. --_._, 



-10-

the::Lr relative shares in the total indlJ.stry output are shm,'\J'1l 

in the below table~ 

TABLE :t 

TEE SHAIiES Oli' [JiRE CONSlJjVn~:E AND INVESTJ:.1ENT 

GOODS nmJSTRIES IN rOln~; TO~lA:L INDUSTRIAL 

(~-' 

Eirst~~!~~§ Second Stag~ Third Sta!I;e 

I 
50 % I. 

IConsumer Goodslnd. 
• 

83 % 71 % 
IInvestment Gooj,s Ind" 17 % 29 % 50 % 
! 
I.-~-.-~.--,,-.-.~--.. -, __________ , ---------------.---~ 
;':';O"""""~' Er'I"'·r:'mal'111 ~v G 1!irhe Grovv+:h of I-ndustrial Economies!! a p .. 9F'lr' .. _ ... !,.jt~l..\,.rQo.J."-_~.l.. ~ _~~~, ¥ ~ 

Hoffmann claims that these steps are valid for almost all 

free market economies.,But he tells that there may occur im.-

Portan-c differences in the development of some industries inc-

luded in these tv;JO sectors $11e explains these differences by 

geopolitical distribution,inter~ational trade and some non-

Gconomic factors such as population grm'Jth,poli tic and social 

structur(-:;! .. 

Anyone of the industries may occur as the most developed 

one in a certain stage .This industry takes the leadersh:i:p of 

net 01J.tpUt and effects the economic development very much .. Ne\.v 

-1:nClustries '~lill take the leadership in every following stage 

and will take the place of the original prevailing indu8try~ 

Usually food and textile industries prevail in the first two 

stageseIron-steel machinery industries prevail in the third 

stage .. 1n some cases textile industry goes on prevailing in the 



~ll-

third JVIainly, the proceed.±:ng deyelopment oi' conSUffi-

a1' goods sectors is tied with some endogenous factors.For ex-

ample ~ the development .·of investment goods sector requi:i::es. 'a 

duction technique .. B'.Gwever industries such as food EL."ld textile 

develop v'lithout the occurance of the necessary conditions for 

the development of investment goods industry"Such consumer 

, . , . . ~,., .. +:1 ", 1 -'- -1-' b . . . d gooas ~nmIS"'Grl.eS neeo. a .i-~ t ~ e capl. 'Ga avv.u8 ,eglm1J..1.ng an 

use the technical kno'J'!ledge ths.t is not Rui table for investM 

ment gooclf0 industry but that is used in domestic industry" 

At the beginning of the industrialization process in a 

elosed economy, inv'sstment goods industry is not as important 

as the 
. (161' consumer goods ~ndustry,,' J As we mentioned bef'ore 1 

th.e output of consumer goods industry can be increased. by an 

increase of employment or more productive use of existing em .... : 

Ployment", 

The same situation is also valid for open economies"At the 

first stages of economic development the overseas demand rises.; 

This encourages the rise of investment goods production .. But 

-I;:he establishment of the industry producing such goods is im-

possible ... in the short-run .. I"loreover, the exportable products 

must be able to compete with the foreign goods buth from qu 

a.Ii ty and cost respects .lllhis requires the existence of in:-· 

dustrial:ization" (Ii() 

As a result,Hoffmann characterizes his industrialization 

model vlith the constant increase of investment good.s output 

relative to total industry production~ 

'05) t1?t,s!, p .. 1~7 -1.51-
(16)Ibid"p.31" 
(17)ill9: .. 
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B-Felfdmanis Model c __ _ 

G ... A"F'el l dman had bG8n a.n enginf;er economist at the beginning 

of the planned period of Soviet Union in 1920':3 and 1930~s-and 

he has publicated his first article !lOn·th~-Theory of National 

Income Gro'l,vth" lV'hich dwells on the ehoioeof industry for t;he 

economic development" 

t .... '" "'l ...., ~ • • , t '.0. , Fe1 c.mal1,f1.rst~cCnS1.Cl.ereQ tne 0.1.strloUlaon of the tota ...... ou.t-

put among. i::.ectors .. The first category had consisted of the 

production goods sector .. The second category had consisted of 

the consumption goods and ra\'l materials "Like all other gro\!J'th 

models J1'e11 clman' s model depeY.!.ded upon some assumptions 'J too .. 

O ~ -'-1 • • " • , • 1 . t ,.. d.1- • , ne OI V.G.sse asSUmpTiJ.ons ~s ·Ghe unmoveao1._~ Y OJ: pro ue '-':Lon 

goods be-Gvleen sectors "For example, a machine for producers· goods 

is not used in consumer goods sector.In other words,capital 
( -, (') '\ 

movements are limitedo LV/Another assumption is the independ-

ence of the investment goods production~Investment goods pro-

duction continue even if the consumption goods are not pro

duced,,(19)But the opposite of this is not true"Other assum-p

tiona of the model are as follows,fixed coefficient technologiffi 

of the both sectors,exemption of the capital stock from amor~ 

tization and exiGtence of closed economy .. This last assumption 

depe1l0.s upon thepo:1 i tic and economic structure of Boviet Union 

in those years. The application of the model today, '(,d. th the 

assumption of closed economy,gets seme reactions .. 

NOil,r,let;'s try to summarize the operation and results of 
---=---=---------------------------------
(18)Jones,Hy~i\Tel.G:An Introduction to f"iodern Theories of 
12c.ono.!!lic. Growth ,McGraw-Hill Comp., aSA, 1976, p .. 112. 
(,19)Ibid,p .. 114. 



-13-

the assumption of fixed proIT~ction 

coefficient,the production function is as ,., ~., 

IOl.l.OitJS: 

r !( "t T , 
. ·1..1 -':11 y min I~v-' 1 - u1J l ·1 
r L,.J l_Ks Y2 min -"~I -; 1 

"'if " I 14 ...... 2 .c'.. 
)' 

shows the producer goods output'Y2 shows the consumer 

goods output .. K1 and K2 show the distribution of capital and 

T . anI" I,;; show th.e sectoral distribution of employm.ent .. v 1 , v') 
~l ~U -~ _ ~, 

u.,~u') are fixed coefficients • 
.L c.. 

According to li'e1 ~ dma"fl, employment can be in any composi ""bion 

and amount, as a result of tp.is, the only limiting factor of"e . 

the grol;.,rth process is capital. (20) Thus the production func·.,..... 

tions are as follows: 

and 

It is assumed that investment is equal to the capital goods 
production and as a result amortization is unneces.'3ary .. 

K 1 
V, 

.1-

Investment ratio is determined by capital stock and capit.al 

coefficient. The change in total investment is as follm<ls: 



. 
rT I ..... ' 
.I:\"1 \ lib,s ratmo 
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f ' . t"b· f ., .! .• 1 .L. -) 0_ crrange :tn ,.:.8 'lrs'C sector s cap:l"G8 s ... ock 

is determined by the total output ratio of the investrnen.t goods 

sector assigned to the first sector. 

or 

As a result of the definition 

. 
K T L;i? "1 .- ..L· l -'::'r'..l. 

If it is placed in the above equation: 

I 

i'" obtained" 

In this 'way an increase in r coefficient or a. decrease in 

capital/output (VI) ratio increases the growth ratf: (:III) of 

t ..... l' J • (?1) o ... a :tnve8cmen~.'-

Similarly output of the corisumer goods sector is determined 

by the capital stock and capital coefficiency of the second 

sector .. (22) In other ,C\'lOrds, consumption is assumed to be equal 

to the consumer goods productione 

C::: Y,.... == 
c. 

In this waY,sn equilibrium position is realized from the 

beginning .. 

The change in the output of consumer goods is followed: 

(21)Ibid,p.,114. 
(22)J)omar 9 Evsey,D:Essays in the Theory of Economic Growth" 
Oxford Univ.Press,Nev~ork,1957,pe223. 



-15-

if above equatio:fJ.: 

J.B obtained", 

rJ1he growth rate of th(3 co:nsu.mer goods output is as follo'ilS: 

,.." .0 
u.l. 

of 

. 
c 

-U 

Since total investment (I) grow in a ratio (ff/v1 ) the grOi.vth 

the investment goods output CC/C) dere~ds on the gro\vth rate 

investment .. (23) 

The fdlovving suggestions are made for ]'e1' dfuan IS' gro'Vlth 

model: 

I-Usually groi'lth l:'ate of consumption and investment are 

not used in the model.However the growth rate of the total 

investment which is assi§,lled to the first sector \rnll raise 

the gro~.trth rate of consumption in the long-run .. 

;2-~In :B'el' dman I s model the growt;h rate of' national income 

1,S no";; equal to the grm,vth rate of the investment goods output:" 
to 

But: I tb.is rate 1I'li11 converge 'the total investment growth rate 
/24) 

irl the long-run cr/V'~)" "-

Eel 1 dman! s various studies ShOliJ ~ that part of the total 

invest'ment \'Ilhich is assigned for the first sector is the key 

variable of the model"Increasing capital goods investments 

result with the increasing rate of grmvth. 



~'AB1E II 

TES OF TIOhAL PRODUCT 

AND CONSUMER GOODS IN 

f I-~~-- Yo -'lc~~~- Co ::. 9'; v 1 

!--~~----'~~J:--<~ 

l~_-1ft;; 0.3 jA=- 0.6 

~ 
~---,- /- 0,9-5--1 

Growth Rate ~ 

- v - 2 - :3 

! Growth Rate Growth Rate 
1=--"---'" --~'--'-~-~-"" 

I Ve<:'<" v oL ,'" y 0/ C I J. ~,_~ 1. IV v /0 
r~' ~------'-.-.-~~,-.~~--- ~"-'---. --~----"-----

y % C J 

! 1 '" ~6 2 '"'1- 0 ?) q".t; 1.78 4.40 0.25 i ./0./ .:;J .• 0_/ _ 

2 

3 
4-

5 
6 

7 
8 

9 
10 
15 
20 
25 
30 

35 
40 
45 

4.27 
4.52 
4.77 
5.02 

5.27 
5.52 
5.76 
6.91 

7.87 
8.59 
9.09 

9.43 
9.65 
9.78 

I 50 9.87 

I 55 ~9~--.·9925 
I 60 

70 9.98 

2.99 
3.21 
3.43 
3.66 
3.89 

4.13 
4.38 
4.63 
4.88 
6.11 

7.21 

8.10 

8.75 
9.21 

9.50 
9.69 
9.81 

9.88 

9.93 
9.96 

9.97 

4.60 

5.34 
6.16 

7.04 
7.98 

8.96 

9.95 
10.95 
11.93 
16.61 

1<:3.32 
19.35 
19.76 
19.91 
20.00 

20.00 

20.00 

20.00 

20~OO 

20.00 

20.00 

2.13 

3.02 

3.57 
4.20 
4.90 
5.68 
6.52 

'l.43 

12.33 
16.27 

18.45 
19.40 
19.77 
19.92 

19.97 
19.99 
20.00 
20.00 

20.00 

20.00 

5.75 0.35 
7.39 

11.54 
13.94 
16 . 4,~ 

18.91 
21.23 

23.31 
29.50 

31.20 

31.57 
31.65 
31.66 

31.67 
31.67 
31.67 

31.67 
31.67 
31.67 
31.67 

0.47 

0.65 
0.88 

1.20 
1.62 
2.18 

3.88 

12.82 

24.32 
29.82 

31.27 
31.58 
31.65 
31.66 
31.E)7 

31.67 
31.67 

31.67 
31.67 G

55 9.97 

. ___ ~.~. _h_. ______________________ _ 

i 

Resourc~: Jones,Hywel,G.,"An Introduction to Modern 
Theories of Economic Growth",p.117. 

I 



We are going to explain that the change in coefficient l~A. 

result I'd th the change in gro'\'ith rate of national product and 

. - m· ,. .A- 'f ~~ TT consumption .. '.,.'11ey are s,no'\r,m J..n Gaol,€: -' ........ 

The calculation of the values in the table depends on some 

assumptions.,It is assumed that capital product ratio of both 

sectors are equal and constant (\71 =. :12 :: 3)sIt is also assumed 

that at the beginning of the planned period~national product 
<! 

is equal to 10, cOi1snmption goods output, is equal to 9 .. The 

change in the rate of national product and consumption is 

shovm by giving different val'ues to /40 

We may find out the folo"ving results from the first column 

of Table II: If 30 % of the investment goods output is assigned 

to the investment goods sector again, the grov.rth rat'e of the 

investment good.s output (/'f/vI :: 0.,3/3) will be 10 % for every 

year~The growth rate of consumption and national product will 

reach to the same amount in the long-run. Probably 50 years 

later the growth rate of consumption and national product viiI1 

be appro:ximately 10?ki" 

Jfft -,;.;. 0 .. 6 (Column B),the grO\,.rth rate .... ..rill be 20;'& in the 

long--run .. After approximately L~5 years the growth rate of con~ 

sumption and national product will reach to 20 % .. 

In the third column (C) a high value such as 0 6 95 is 

assigned forl'.Th:Ls means that all investments are channelized 

to the investment goods industry" The growth rate of consurnp~~ 

tion at the beginning is lower than the other two situations 

(A and B).However it catches the growth rate of them in a 

short period .. As a result, approximately 40 years later the grovvth 

rates of consumption)and investment are going to be equal" 
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Ivlahalanobis who has pllblicated his ideas about 30 years 

after Fel'dman,without referring him,produced a model equiva
r ~-) 

len,t to ,e'el! dman IS e \ c::') If some concept and formulation dif-

ferenees are not considered,there are a great number of 

economists who evaluate Nahalanobis1s ideas on the same level 

of .l:!'el'dman Q 

In order to explain the ~elation bet~een the sectoral dis·-~ 

tribution of investments and the growth rates of the economy. 

Mahalanobis used his two sector model in 1953~This model divides 

the total investment into two parts;the first part is suggested 

()..,) for increasing the 'investment goods production' and the K . 

second part CAe) for increasing the consumer goods production. 

and." are accepted as a 'Dart of the total investment ' c . -
• ,tiere ~/"I.l 

Ii l:C 

and the 
( ,"V' '\ 

following equation is also accepted: ~O) 

The basic assumptions of Mahalanobis are as follows: 

-Sectoral distribution of the investment is controlled by 

government" 

-The economy is closede 

-.Labor is elastic and a great amount of unemployment exists .. 

The only limiting production factor is capital "J!roduction 

goods are created only by the first sectoroThe use of capital 

is unlimited. 

(25)Ozdemir,Op.cit.p.3e 
(26)r1ahalanobis,F.C:The Apnroach of 0 erational 
J?lanninr; In India,Asia Publishing liouse~lndla,l 

to 
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-Consumer goocl.s are produced. by the second sector~The marginal 

utility to consume is constant~(The utility of present and 
(2"\ future productions are equal~) () 

-A single technology is assumed for every sector. Technological 

d.evelopments are no-'c consid.ered in the model, efficiency of 

investment -::.cefficient (the inverse of Capital-Output ratio) 

is constant 
, 28) 

every sector,," 

-The prices are constant. 

-Efficiency of investments will occur after a certair period .. 

-Irha independence of production and consumption is assumed .. 

IVlahalanobis explains that appropriate fractions of invest-

ments in industries manufacturing intirmediate (producer) 

goods should be allocated to "k and A c in proportion to the 

value of such intermediate goods used in the capital goods 

or the consumer goods industries respectively. 

These two parts. CAk and Ac) are determined according to 

the choice of -che planners.Once Ak is chosen then the supply 

of investment goods industry in the country becomes cO::lstant 0 

A change may occur only by exportation or importation of invest

ment gooc1Se(29) 

f'1ahalanobis assumed that, 1.'Ji th the development of planning, 

supply of the investment goods will gain importance in India,~ 

such that; at the beginning of Indian economy the industry 

del")ends on investment goods importationoBut as a result of 

the policies applied, economy \ivill be independent of this 
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iIl1portatioIl~ 

We can summarize hahalanobis's two sectors model in the fol-

lowing manner: 

In the model'l\3 is defined as the investment efficiency ratio 

of increment of income generated to total net investment in the 

ec.onomy 3S a ',,1.01e 0 Since total investments are divided to con-

Emmer goods and investment goods sectors: 

~~ = is a percentage change in the income/investment ~atio of 
!\. 

investment goods. 

~c = is a perce~tage change in the income/investment ratio of 
/7)0·) 

consumer goods.~~ , 

As a result 

Change in investment is 

T( TT ..:;; "h:~k Kt ~-t+l - r~t -1-

Change in consumption: 

-2-
r< .f't 

::: )\ c~c K \..It+l - ~Jt t 

:From the equation -l-,we can find the following equation: 

}rom this eouation: 
~!. . 

K. 
1:; 

""lay: 

r A 
o == K a 

can be found_ o~t from equation 

( 7-0\Tb":d 36 '.) )~cp. • 

-3-

-4-

in the following 
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v 
..i..t; 

- C 1) r-
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:::. \. 6 K ~\ P K 
I'e' e 0 1'<::- c 1 

:::>'c~c Ko r 1+( 1tl'kJlk) + (It-ik~k) 2 + e .. 

!..-

• .+(h}.k¥k) t-l ] 

(c. -c ) -
1,; 0 

-5-

t-l -6-

-7-

-8-

-9-

If equations -4- and -8- are placed in the above equation: 

-10-

lS obtained,,0ince initial investment ratio is \.'>{ '!i::. K /X (31) 
o 0.,.0 

national income at ttme t'o~n, be calculated in terms of the 

initial national income (1
0

) , initial investment ratio (I::>'~) 

and }-.k' t'c' ~n:' ,gc parameters e 

(3l).bhagwati,JaCdish ~md Chakravarty, Ii Contributions to Indian 
Economic Analysis:A surveyll,AER,September 1969,pp.2-8& 
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As we have mentioned before,at this point,the sectoral 

investment allocation ratios (~k and ~ ) are left for the '- c 

planners for enumeratione~k and Pc ratios are determined 

according to the technological factors,production conditions, 

and investment modelsw (32 ) 

Mahalahobis explained the effects of the change over time 

of the 13k ') (3 and 1\ ratios on the national income with the _ c K 

help of Table III.In the table,value of, the Yo was determin-

ed as 1000 and <X~ as 0 e 7 according to the present conditions 

of India,at that time. 

(33) As seen in the table, when we talw t3 k ;:;;; 0.20 and give 

different values to ~r and ~ ,we observe increases in nation--'\. c 

al income over time.Nevertheless when we give a higher value. 

to "k l .x k = 0& 7) then the rate of increase., declinesoThis 

gradual increase lasts up to the critical period and after 

this period,growth gains speed in a long period such as 20 

or 30 yearse 

(32)Mahalanobis,~it.p.52o 
(33)11:1ahalanobis has found that ~ is usually lower than P 
(that is marginal income increas~ per unit of investment r> 

is lower in the investment goods industries than that in the 
consumer goods industry)" 
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When we take ~c = 0.25 and ~k = 0.1 (second column),the 

income increase in 20 years is about 42 )b e ]\1ahalanobis says that 

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

d " -'- . ~ I r1"' ~ ( 34) 0 th th h d . f ne Sl-cua Glon OI n,,,-.Lan economy.. n e 0 __ er an, l - we 

reduce the value of Ak to 0.3 and increase the value of f3 c to 

0.5 (seventh column) ,the increase in income will double in 20 

years" \"fhen vve increase 13. to 0 .. 75 \~Ji thin the plan, income inc
c 

rease in 20 years becomes two and a half.According to Mahala~ 

nobis,these situations (seventh and eighth columns) also 

represent planned development" 

In ohort,a desired growth rate in the economy can be 

achieved only by assigning more investment to investment goods 

sector in the long-run and by increasing the efficiency of 

investment in both sectors(investment and consumer goods sec-

is also realized by a policy ~'lhich is cf'..rried out 

within a framework of a selected plan. 

D~Cheneryls Industrial Growth Model 

One of the most important studies to establish indust:t:'ial 

groitJth models is the anlysis of Chenery which has been done for 

a nU.mber of countries ,For Che'1.ory, "balanced growth ll or .. 

tlbalanced development ll 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 ec6nomic planning. 

In view of post-war years,in his reseaches for more than fifty 

countries,he has adopted multiple regression techniques into 

(34-)Ibid,p~52" 
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croBs-section data and has tried to find a normal growth 

function"It is also planned that these functio;ns indicate the 

changes that are possible to emerge in the composition of 

national incomeo(35) 

According to Chenery,industrialization is the basic hope 

of those poor c~u:ntries ':lhich try to increase that level of 
. (36) , lncome e " A successfull growth for all· countries, hOvlever, 

is characterized by an increase of the share of the manufac-

turing industry in total output~This structural change is,on 

the one hand,the cause of an increase in income,on the other 

is realized by its own effect. The changes in the economic 

structure in the process of industrialization can be 

classified in three main groups: 

a-Increase of the relative importance of the manufacturing 

industry & 

b,~ChanGes in the composition of industrial inputs. 

c-A change in the production technique.(37) 

In spite of the fact that some of these factors show 

similarities between countries~other factors change,depen-

ding on the accepted developmen.t strategies and production 

Chenery had used three main variables in his study that 

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

----~--~-.-. ----------
(35) Griffin, B.Kei th and Enos ': Planning D,~'!..elopl'(!ept ,Addison
',rJesley Publishing Company,London,1970,p.142" 
C3S)Chenery,Eollis,B:"The Role of Industrialization in Develop
ment :pFO gramme S if ,;.~he '.}Zconomies·of Underclevelopment, eeli ted by 

Agari.vala and Singh,Oxford Univ Press~Ne\"ryork~ 1973 
pp .. 450-471. 
{37)Chenery,Hollis,B:St:r:uctural Change 8.:1,1d DeveloJ?ment PoJ,.igy, 
Oxford UnivoPress,Newyork,1979,cho3,p.70~ 
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income( y )~nd population ( N )e 

log Vi : log fio + Pil log Y + f3. '"' r J..c log N 

(\1 - grm"th elasticity =: 

size elasticity 

elV. 
1 

V. 
1 

.. 

dV. 
1. 

V. 
1. 

y. 

dY 

N 

dN 

By these formulas,he has found the gro~~h elasticity for 

manufacturing industry as 1.44·,grovlth elasticity for whole 

industry as 1 .. 36 .. (38) 

Aparting from his findings,Chenery determines the develop-

ment model as follows:When per capita income level increase 

from .$100 to $1000, the share of industrial product in the 

national income rises fro~. 17 % to 38 % .. If we think of the 

share of only manufacturing industry,at the same level of 

. . 't lncome lncrease,l is observed that it rises from 12 % to 33 %0 

Besides,the shares of agriculture and mining also decrease from 

45 % to 15 ~.(39) 

In this research,Chenery classifies industrial groups accor

ding to the demand for their products as follows: 

a-Investment goods and related prodl).cts .. 

b-Intermediate goods<> 

c-Consumer goodsg 

In spite of the fact that this diversification is very close 

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

(38)Chenery,lIollis,B .. : "Patterns of Industrial Gro\'ith" ?fU~1, 
Sep-rQIDber J.960',p .. 63:5. . 
C39XJbid" 
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Chenery claims that Hoffmann includes intermediB.te goods sec....: 

tor-very arbit-;rarily and he establishes a more detailed in-

Chenery says that the diversification between growth elas-

ticities of consumer goods and investmen goods sectors is as 

la~cge as the difference between agriculture and industry" 

After standardizing the population at JO million,he achieves 

some resultsaHere there is a table below showing the results 

1:Jhich are achieved by Chenery: 

TAELE IV 

PEH CAPITA NATIONAL INCOME 

AND 

THE CHANGES IN TF..E COI-'lPOSITION 

rVIANUJTACTJRING INDUSTRY 

Income The share of -The Share of The Share 
! (.t: I 
r-----~ InveGoods Se£~ fnter.Goods Sec. Con. Goods 

100 20 I I 600 

12 

35 23 

68 

43 
L-__________________ __ 

As seen in the table,when the level of per capita income ~ 

rif38s from $100 to -$600,the composition of manufacturing in-

dustry output changes"When the share of investment goods sector 

(IVIachine,rnetal) increases from 12 16 to 35 lS,the share of inter

mediate goods sector(Chemical materials,hard rubber)also rises 

from 20 % to 23 %.In svite of this,the share of consumer goods 

1 68 ~ t 43 d (40) fa ls from ~ 0 ~. 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 

manufacturing industry increases b;y 192 9b, the share of consumer 

goods sector falls about 37 9j~ 

Chenery indicates the changes in the demand composition as 

a cause of industrial gro,vth and gathers the sources of demand 

at those three points:(41) 

I-Import substitution by domestic production, 

2-Growth in the final use of industrial products, 

3~Growth in intermediate demand& 

Chenery,in 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-

mediate goods sector,however,there has been a smalle~ increase 

in the consumer goods sector.(42) 

Chenery,as a defender of the v.iew of planned and balanced 

development,says that the balanced development of manufactur~ 

ing industry lies on the input~output relations between con-

'H}mer 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 

De g:r:eat imbalances in the structure of manufacturing industry~ lJ.3) .. 

FIe cla:LIr1s, for exa.mple, Jel1at a policy \llhich gi vas \PJeight only to 

consumer goods sector causes negative influences from the point 

of vie",J of valu.e. added, employment, technological improvements, 

foreign dependence and foreign trade ai.",d. thatiIb is necessary 

(LJ-l)Sutcliffe, Ope cit .. po 638. 
(LI-2)Hagen,Everette,.t:. :The Economic_~_:f De.v~ent»Richard 
D.lrwin Inc,USA,1972,p.461. 
(4-3) Chenery, Hollis, B ~ and Clark: EndlisiJ;ileraras~ lktisat, 
(]ev,.,C~mil (hhar,O:PPU r'iatbaasJ.,Ankara, 1965" -
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to develop intGrLleciiate goods, consumer goods and investment 

goods indu.stries as they complete each other, to supply balan-

ced development .. 

The co:nsequences stressed by the t'\rJO sector grovrth models 

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

rapid gro1!Jth and development i.n the industry and in the whole 

economy is only possible: 

-By the shift "of investments into production goods sector, 

-By increasing the efficiency of investments in production and 

consumer goods sector, 

-By establishing relationships which complete each other among 

sectors" 

VJe try to clarify the last point which we have touched here ~ 

that is the i!1terac-'cion between sectors in the economy and 

their being effected by the general conditions of the economy 

by giving an example ".,hieh describes multi-sector models. 

In our opinion,the best example to these models is Leontief's 

Input-Output 11odel" 

The aim of Input-Output r'Iodel which was developed by Leon-

tief·in Soviet Union in 1920's is to explain inter-industry 

flo'Vvs by the production level in each sector"By observing 

hlter~connectidness of industries ,he 'claims in his Input-Out-

Put Analysis that all industries must develop in a harmonic 
~ -

order~in Slien a manner that production in every sector should 

be organized in the way that it should not prevent the produc-
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tion of other sectorse 

Now,we try to examine Leontief's assumptions related to 
~ (44) 

input-output relations between sectors: 

i-Each commodity or commodity group is produced by a single 

industry or sectoreThe consequences of this assumption are as 
/ 

follows:a)In the production of each commodity group,there is 

only one technique? and b )Eacll sector produces only one com-

modity~there is no joint production~ 

ii-r:f.'he input amount which one sector gets from another sec-

tor,to use in production is fixed and it is determined by the 

production level of the sector which gets the input.,In other 

vmrds, inpu.ts 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-

l'~, ci.on is the SUIT: of the seperate effects * This is knO\'ffi as 

the additivity assumption \lIhich rules out!lexternal economies 

or diseconomies lJ 
.. 

Depending on these assumptions,Leontief's Input-Output 

Hodel can be summari zed as follo'VlS, in Leontief' s system total 

production levels of sectors and final demands are shown as 

column vectors., 

x.; 1 r Yll _L 

" J l!:J 
~ }[ ;:;: 

_l)... r-l y ::. .c::. 
o , . 
Xn 
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In the mode}~ 

x~ = grcas output 
-'-

Xj ~gross output In sector Jj 

final demand 10 sector 1. 

Here ~ s8ctor i i.s a sG,::;.tor supplying input and sector j is 

clernO.llcls 88 ()X-" i, j~s S11Cl~-Jn t~y tl1.e \Tallle oi~ 

total intermediate a8mand as Ex. , 
J :LJ 

x ~ e ¢ The:-re~eCJI:"e 
:LJ 

"From this~the 

, .... 
Total final demanc1( Y-i) + r:['otal intermediate demand( /. X.: .) 

-'- -":.~ .J..:1 
] v 

:;;;:. Gross 

In this equation if we take total final demand tci the other 

[-:cid.8 of the 

v. t.!l 

tIle equ_ation tal{es the i~orm of: 

"l 
-.1.-

Now we will see how Input-Output Coefficients Table is obtained: 

.As ·th(i assumptions reqv.:i.re ~ the pr00.l1ction. of each unit of 

j th commodity can be realized with a fixed amount of the i th 

i11l,)11t f; ~~11is expression the symbol 8 i ,j fiS input 
( LL"'" '\ 

".o""i'.'.~·'iC',iA·il+v_" ':J)A:n,d R·. rYo aj·l'" acco",dl"Y,o'orY to +-he ""sroump+-':;o~"\'-" t"'ler'" '-, ~ ~ __ ._ _ __ _ _"_ _ .!.L U C'", C!.;::;'. '-' ~ .• .c.b, 1. '-' 

i:::;s. linear rel.ationship between input amount \vhich one sector 

dewands from other sectors and the gross product of this sec-

tOI'<>Thus this relationship can be wri·t:;ten as 

Y •. -- a .. x" -"l.J lJ J 
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From this equation the following equation can be obtained: 

ail . lJ 

\~hen this equation is put into equation-l-, the equation 

X
J
., - ~ a .. x. >= v. 
~ lJ J "'l is obtained 
J 

After this stage,now Input-O~tput Model can be written in 

matrix form .. 

x -

ex "I 
I: 1 I 

\ ~ \ 
I 1'1 I 
'" ..J 

::: y 

a .. 
lJ 1 nxn 

r~l- r~l 
-. 

... -
l~n lXn 

~ 

-3-

-4-

-5-

-6:;:';' 

Here,multiplication of the input coefficients matrix (A) 

by sectoral production level gives demand vector (AX) of inter-

mediate goods~Y is the final use vector.Since IX =X (46). 

if' we multiply matrix X by the identity matrix,to make the 

necessary outcomes,we shall find the solution of 

-7-
Frc.@ thi;3 equation, we can find the following equation e 

(.L- [. )",T .,.. Y 
- .::a. A - .... - 8-

Here, vectors X and Yare variable vectors .I"latrix (I-A) 

which is ce.:L.led as Leontief's matrix in common can also take 

the name of thelltechnology matrix H .(47) 

(46)IX = X by definition" 
(47)Chenery and Clark,Op e cit.p.46" 
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If '\iJe put production vector X in one side of the equation, 

\tJe can find the following equation: 

-9-

This equation is the determining equation of Input-Out

put Analysis"Thu.s \Ve arrive at the solution of total production 

for any period te 

Here?8. point to be stressed is the change in input output 

coefficients over time. These changes are j:nportant from the 

point of vie';} that they give some idea about total changes 

in the country's economyo 

The m2.in value of Leontief1s Input-Output System which we 

have tried to explain above,is that it constitutes· a base to 

the empirical st'udies in the fields of inter-industries 

relations" Nowadays ~ Input-Output AmLysis, at a gradually in -

creasing rate,is not only used for explaining economic CJn

cepts~but also for the preperation of economic development 

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 

researches., 

As Chenery defends,the importance of Input-Output relations 

among sectors and the need for the development of sectors in 

a harmonic order is one of the most important consequences of 

Leontiei's Model~ 

What is the adaptibility of these general con~equences in 

two sector models I,!hich are examined before and finally in fiul ti~: 

sector models into the case of Turkey? 
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:111 later .. 
8 e C~--Cl ons , \~8 shall try to study 1vhat type of a 

• .l- - • 1"" h •• " R . structure l8 Cl'GaIJsci. by PO.LlCl8S ueglnnlng Itll tn ebupllc, the 

(;'ontributions of industry in this structure to the Turkish 

economy and the ~ 

cariS8S OJ: 
• ,,~,. 1 • 1_ 
lI1811.11!C:l·ency WD-le·n is seen in the J...n~= 

u-u.striali ~:;atioD. efforts from timc'i:;o time, in short liThe Validity 



F' A R rr III 

HISTORIQA~_ DBVELgPlvlENT Oli' TURKISH INDUSTRY 

For Turkey,the industrialization effort is the most impor':" 

tant among all the efforts whi.ch are attempted to get out 

among the !1underdeveloped countries!! and to take place among 

thelldeveloped countriesi!l"Industrialization has constituted the 

foundation stone of the economic development policy of Turkey 

since the beginning of Rebuplic and it has been accepted that 

real d.evelopment comes thI'O'~h on',~"y 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 their consequences~ 

!;Je~in this part of our study, try to analyze the historical 

development of industrialization in Turkey by taking into 

consideration particularly the manufacturing industry and its 

sub-sectorseMeanwhileJwe shall also see briefly the historical 

deveJ_opment of industrial investments on behalf of the inter

depend.ence of industrial investmentsCthe investments in a par

ticular period being,to a certairt extent,the continuation of 

post investments ) .. 
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It is kl101Vn tl!,at Ottoman Empire had not developed in any 

type of industr:v th~:it can be accepted as liheavy industry" and 

even had. had very iiI ightt! type of 111ight she 
(LLQ, \ 

collapse. .U) In short,it can be said that there 

is Vel\'/ 1Joo1' inhere-!:;ance as industrial foundation from tb.e 

Ot;tOffl8.Il and that ther~ are very considerable improvements 

from the ",ri C '1', point of industrialization' in the period of the 

Hebuplic~In this period in(,~u8tri ali zation po 1icies and 0 densn-
1 .L 

cling on this ~ ind_ustrial investment exhibit different qualities 

:f'rom time to time ~J:!'rom this view point ~ i,J~ can classiLy last 

5,8 years in four main periods :J:'irst Liberal l'eriod,T,he reriod 

of' 
, ( 4.0 ) 

J.::tatism).3econcl Liberal reTiod and I'lanned l'eriodo '/lIn this 

part of the study,we shall see briefly the investment trends 

and grJ1:.Jth direction of manufacturing industry to figure 

out the development direction of investments in the Planned 

1)8ral 

This period is characterized by industrialization by means 

of domestic private enterprise in the protection and . SlrppOrt; 

of the state instead of the direct economic interference of the 

state.In this period,the economic policy was determined under 

~;'?~;~~~r196~~nG;§~~~~!:1)esIlle Su.recinde. 50 J:ll?Slimer rvIatbaas:l 9 
.... oGi:i.dOL'oc, .. ,..J../7../,ppQ3J 34. 
(!~9)K(;1,enok,Yakup:!lTurk ganayindeYatlrlmlar Dzerine ElI' lJG~ 
neme fl ,!5irkiya I de S,anayi,le§me va borunlarJ. Semineri ,SevinG 
i'latbaHSl ~Iblkara, 19'75, p ~ 20" 
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the light of the resolution which was accepted in the Congress 

of Economy in lzmir in 19230By the flLa\<l of Encouragement of 

Industry!! ~ vIhioh was accepted in 1927 , it ha5 been required that 

private sector should play an effective role@In the period~up 

to 1927, an increase about 60 jb in the amount of workers and 

about 30 /;~ in the number of industrial organizations could be 

seen" (50) On the other hand,90 j,j Turkish import consisted of 

industrial proctucts, wi thin it, consumer goods had a weight of 

70 76 and intermediate and investment goods 30 C;0 a In the same 

year, it can be said that l1-4 96 of industrial production con

sisted of food and 24 % of textile and clothing gOOds.(51)In 

this period,which can be accepted as the just beginning of 

industrialization,it has been understood that main consumer 

goods were met by imports. 

Rela~ing to this period,briefly we can say the following: 

Private enterprise has developed especially in the consumer 

goods sector,according to the economic policy appliedeIt has 

been understood that private enterprise did not make any invest-

Elent in key industries but invested in consumer goods sectors 

which yield profits in the short-run and for which domestic 

market is ready.Essentially insufficient infra-structure., scarce~, 

capi tal and technical knovv-how also give rise to this consequen-

oe.And when we add to these conditions,the situation arising 

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

(.s;O)Ibid. p c 21., 
(51)Ei(ie~, Vedat : Iv'iutarekG ve.1''1il11 lV1Ucadele Y1.Jlarlnd~man-
1·1. Imp • Ekonomisi-;Hace'fi'epe Onl iT. ve Bogazlql Dnl iT D TUI'.{ .LKtJ..
sat Tarihi Semineri,Ankara,1973,(teksir),p o 44 (cited by Kepe
nek,Yakup). 
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the first d . - 1 an_ savlngs ~eve s 

limit the possibilities of industrial investment from the view 

point of both resources and purchasing power ) and as a 

consequence vhy industrial investments have remained at a ver y 

Etatism 

IEhe state has felt the D0ed cu Emke investments in the in--

Great Depression It/hich has 

c2J.used great dec}::,LC!Bses/ especially/ in the prices of agricultural 

produGts &:od thus; has also influenced our economy' which is of 

2.n agricultural nature on a vast scale and insufficiency of' 

industrialization in the First Liberal Period in which social 

and economic reforms heldeBesides~interventionist practices 

'"J'hich have emerged by the Great Depression in other liberal 

countri.cs~(the approach of' industrialized countries to keep 

cLIltural economies in thf3 posi tioD of market aid raw ._, 

lliateri21 producer)b aDOS of payments difficulties,domestic and 

fO:~C'8ig:n .fG..(~to:("s 811Cll ctB ewe of industrialization via capital-

ancl tJy 
) 

contributes to the acceptance of industrialization policy by 

In the iD.dustrialization period by public investments ""ihieh 

has ·!Jegun under these circumstances 1 state produces basic 

(52)SIs~~J.Lf?ld~_oplumsal ve ~]<.:.onomik Geli§menin 50 Yl~~? 
SIS Printing1Ankara,19?3,p.,152o 
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consumer goods within a plan using domestic inputs and adopts 

import substitution policy in the necessary fields.Within this 

framework,:E'irst l"ive lE'2iT Industry .Plan which covers 1933-

1938 has been exercised .. This Plan was a program which gave 

certain investment Obligations to public organizations and 

included some economic calculations relating to these invest-

ments .. 

Industry by '.'ihich First :D'ive Year Industry Plan planned to 

establish was of five types:(53) 

I-Textile Industry (cotton,hemp,wool), 
2-Fiining and Quarry~_ng Industry (iron, cupper, sulphur~ com
binations of coke), 
3-0ellulose Industry (cellulose ,papcr, cardboard) , 
4-Ceramic Industry (~lass,bottle,cement), 
5-0hemical Industry (artificial silk,attar of roses,match 
acid,super phosphate). 

36 % of the investments which were to be realized by the 

Pla~ Jere alloc~ted to textile industry,2~ % to iron and remain
( 5LL \ 

ing to the other sectors <> \. 'J 

Bstimations 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 TL8 

could come from budget every year.During the application of 

projects finance estimations ch&nged and reached 100 million 
( 

,- r '\ 
mT )7) I.Ll ,. 

-----~-----------------------------
(53 )Ekonomi .i3akanll,:Sl,S]-nai Tesisat :t$letme ve Vekalet Te$ki
lat1I1B. Ilaveler tiakklnda l{aporlar,J)evlet Hatbaasl,Ankara,1935, 
pp .. 143--:k:4·5, ( cited by I Kepenek, 'takup) • 
( 54)Ibid e 

(55 )GITri'Ge, E. : IITiirki e i de lJlanlamanln J)er-
gi~i,72/ll,p.22, cited by ~lkin,Akln • 



application of First Five Year Industry Plan sixteen factories 

were constructed~The products of these industry branches were 

used to be imparted but however of which raw materials were 

, " 1" • t' 1 ,," , k !,ias b ~ bl" h d pressrrc lD our coun~rYD~lrs ._~,DumerDan~ ~ . een e8ea' lSLa 

'!,fas speciaIized in mining and electrical energy has begun to 

In the period of 1928--1931, industrial production which v:as 

to be poalized by the Plan. consti tuted approximately l,L3 7c~ of 

total imports per year",This ratio rose to L~4 90 in 1932 .. (56) 

The evaluation of :First Pive Year Industry Planning period 

gives the results below: 

ve Year Indus-sry Plan is an etatist practice which 

0x~ends the share of public sector,in the industry .. Never-

;~ele8s,it is not a policy directed towards abolishing private 

seo"\:;o:('"On the contrary, etatism has tried to develop and com-

plete private investments" 

c-In the period of First Five Year Industry Plan,a consider-

able industrial development has been achieved. 

c·-Inves-L:men-cs in manufactu.ring industry show industrialization 

] 
• , • , • ..:J' J' t ., J 'po .lCY vJJ:llcn lS ulrec Ged owards :ullpor c substitution and gives 

p2:iori ty to consumer goods production which is sometimes called 

After the success of first industry plan,the pEsparations 

of Second J'iV8 Year Industry Plan have begun"Second Industry 

Plan(1939-l943) ,on the contrary to the first?gave precedent 

(56)Raporlar,9p.cg.p.12,(oited by Kepel1ek,Yakup) .. 
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to investment and intermediate goods production and also took 

into consideration some infra-structural establishments such 

as mining. electrification and harborsoAn investment of ap-

proximately 112 million TLGin the fields of mining,electrifi-

cation,coal,fuel,ceramic,food,chemistry,machine and marine 

communication,all of which were covered in the investments 

.J.. L .p..!..' C d - , -'- POI • d .. ~ (57) con0en~ o~ Gile Decon~ ~nQusGry _an perlo ,was predlc~edo - I 

HO'\rJever, this plan could not be applied because of the Second 

\\forld ViaI.' and ind1.1strial branches which were established by 

the first plan were also channelized tmvards covering the 

requirements of the army and military security~ 

In short,in the Etatist Industrialization Period,industrial 

investments have been held with the absence of sufficient 

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,iX?-vestments have 

been directed towards consumer goods and import substitutiono 

D-Second Liberal ~eriod(l950-l962) 

I-General Situation 
--~---.-~ ------.:~..;...; 

The period after the Second \'Jorld War (and especially 1950) 

in Turkish Economy is called Second I1i beral Period from the 

view point of its general economic policy. 

The internal development of the economy i tsel! ~ foreign. 

relations an~ political changes have led to the loss of the 

(57)T~Ce!ktisat Vekaleti,Sanayi Tetkik Heyeti:!kinci.Ee§ 
Jlll~~ Sanayi Pl~nl,(proje halinda hazlrlanml$tlr:.J1Ba$veka
let lVIatbaasl,Ankara,1935,pp.16-19,(cited by Kepenek,Yakup) .. 



importance of etatist industrialization efforts and the applica~ 

tion of liberal economic approach. 

The Turkish Economic Development Plan prepared in the post-

war period(1947) has offered that the state should develop 

SPO:ctS:ti021 and commu:nieation.,A princi.ple, vJhich redu.ced the 

sha~ce of"' public investment in industry aD.d thus reduced the 

etEtt:isD1. \!iT8S also adOl)ted o:Bef-lides 0 the Plan has D ... redicted that an 
i ~ "-

important po:r'tion of total investments and of industrial in\78st-

ment expenditures which are planned for the period of 1948-

1952 c·en. tie suppl.ied by foreign aids oLater in a plan, which vIaS 

held by International Construction and Ih:;;velopment Bank, in 

1950 1 s the f'ollor,.Jing was offered lithe construction of the manu-

pu1ation of agricultural products,light metal, construction 8toC~ 

leather aXid \vooo. products, light chemical1.8 ~ ceramic inclLlstrie:s 

and d.evelopment of handcrafts '} but non-construction of heav-j" 

:Lndustr;;:'" (iron-steel and chemistry), cellulose and. paper indus-

frhp.refo"'-'e +he _l._'J-.., _ ..:!~ ,v application~especially in the first 

five years of the period~which began in 1950 was practiced in 

the framework of these requests.Frivate sector has developed 

very fast with the medium and long-run credits given by the 

Indu~3tr:·ia1 Development Bank which VJas established in 

1950 aDd. through various other inaentives"On the other hand, 

by tll.e ado:ption of increasing the importance of agriculture 

------- -.-----~- ---------



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., 'llhese developments in agriculture were 

followed by exports increase,and foreign aid helped increase 

the level of income~This situation also increased investments 

in general and especially industrial investm~nts .. 

The economy which fed up by various ways up to- 1951+- began 

to suffer bottlenecks because of bad weather conditions and 

inefficient usage of available potentialeThe industrial goods 

import difficulties were seen especially in intermediate and 

investment.. goods, and as a consequence of inflation which arose 

from the import difficulties and other causes,Turkish Lira was 

devalued in 1958$Therefore,an "interventionist" policy,by which 

the state took some control and economic stability measures on 

a vast scale,took the place of the economic policy which could 

be accepted as 1!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 main preventions of the state. (59 ) 

?-Developme~t of Industrial Investments 

Here we try to examine, \oli th a table, the situation of indus

trial developments, ltlhich we have analyzed broadly for the 1950-

1962 period,against QNP and Gross Fixed Capital Investments 

( '"'J~rIT \ \';LV __ ). 



TABLE V 

GNP Alm Il{VESTHENTS IN THE SECOND LIBEHAL PERIOD 

1 

Iyear Gl~J? 
1-'- .. -<~-~.-

I ( 1) 

,-- - '1 ri9 .., ! 1 Q5 0 
.J- 0 ( • .1. 1_/ v 

! - r--i 1. 'j ~:;d. 1251LI-" ° 
! 
iloc:.? i - ././~ 1 L1-023 .. 1 
I., r ~'7 15607,,4 !J..':J:J? 
'1 C ,- , 1::12'7 9 t.~. ):;4 -../- . 
! 
11955 ~r:z.78 3 J_c j _) ~ 

11956 168L~2o 6 
i10.- r - 18192$5 ,->-/)1 
11 °5 , lon~9 r j...c.} b __ ;Jv.L ~o 

r: '""I "r- .......... .., 9Q 6° 0 ~ 1. (:;; ~) "j .1 u ./0 

! r 2C142L~ Q 7 !l-,sn r ./' v 

'19c~ 1 :-o.L 20796.6 

11962 220d6.5 
! 

GFCI 
( .-,\ \..-', 
~/ 

1323,,8 
1410,,0 

1786 .. 6 
2039,,7 
1958.1 
2019.9 
1860.9 
1962.2 

1959 .. 0 
2035~6 

2260,,3 

2338.5 
?"9" c:. ~_Lj- (e./ 

(Base year 1953) 
million rrL" 

IJ.1otal 
Indllstrial Inv .. 2/1 

(3) (4) 

~-9358 1L,9 

lYr'" 7 11 .. 3 
123.3 12.7 
235.8 13 .. 1 
230 .. 4 12,,9 
248.5 12.4 

285.5 '9,A 
189,,3 10.8 
170,,6 10 .. 3 
13G.7 10.2 
161.5 11.,1 

163 .. 2 l' ? __ \..e ~ 

417~9 1103 
f"' ____ ."'-..",=-...... __ '"=-"-~~., .... =."'"~_;:.c__= _ __= _______ ·_·_~_· __ ~_=$.,---= __ =_~ 

(%l' " 

311- --3/2 
( -) ,7 (6) 

0 .. 88 7.1 
1.00 9.8 
0 .. 97 6 .. 9 

! 

1 .. 51 11.6 

1 .. 52 lIeS 
1.52 12.3 I 
1 .. 69 15.31 
1.04 9,,6 

0~89 8.7 

I 
0 .. 68 6 .. 7 
0,,79 7 .. 1 
o '79 7.0 ~ ('-) , 

1..89 16 .. 7 I I 
I 

ResonJ::'Ge : Kemenek. II T'urki ye I de Sanayilesme veQor;'l'Y"; la1"l ~e"'''; neT''; n ~< I _ i;.i .:;. u .'..A..1.. _ _ U 111.J.. ~..L" 

p.30" 
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As far as 1950 and 1962 period in which Planned Develepment 

Period began 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 ~j is important as far as 

the influences on total fixed capital investments are concern-

ad .. 

As seen in the table,Gross Fixed Capital Irivestments (four

th column) amounted to more than 10 % of Gl'<"P (except 1956), 

and this. ratio reached to the maximum with 13.1 in 1953. 

As far as the share of Industrial Investments in GI~CI is 

concerned (sixth column),one can see that industrial invest-

ments have developed at considerable rate between 1953 and 

1956 0 1n this period,the ratio of Total Industrial Investments 

over G]'CI was above 10 ;6 and reached to the minimum ",d. th 6$ 7 % 

in 1959.Industrial investments made up GGB 9; 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 

decreases is that,extreme price increases allocate investments 

into housing and service sectors which bring great profit .. When 

profit rate in industry falls below housing and speculations 

and other short-term earnings,it causes diminishing industrial 

investments.,Besides this,input supply difficulties which are 

the result of inflation will cause a decrease in industrial 

(60' investments e / 

Here, we look at the shares of Public t\:::d Private Invest-

ments in Industry. 

(60)Kepenek,Opocit.p~32. 
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;rABLE VI 

____ "J" 

}'rivate 76 ~ Year .,----- __ =o,.,.,.~ ______ = ___ 

195C} 400 7 11--3 

1951 GOa? 44-

1952 G5~5 
.-:;z: 
)J 

1953 lOO~2 55 
195L~ 88,,6 38 
! ...... t-.:. ~ 9L'~ 
'" .. /./ lOO~6 40 

19.56 111 G O 30, 

Jv957 86,,4 46 
1()53 73,.2 43 

1959 86,,7 63 

Public 

53,,1 
77 .. 0 

57,,8 
105.6 
141.8 
1 LL'7 9 
...... I f ~ 

174,,1+ 

102,,9 
97 .. 4 
50,,0 

f-R "J5'-7\ \_-,-ase year L':J J) 
million TL. 

,-./ 

2-
57 
56 
4-7 
'~:-5 

62 
60 

61 

54-

57 
37 I 1960 83.4- 52 

1961 85.,2 52 
~L 91~1 22 

78$1 
78,,0 
326~8 

48 
48 

'78 I 
~_J 

Ekonomisi if ,p"227,, 

can be seen in the tab1e?pub1ic investments constituted 

more than half of the total industrial investments in 1950 and 

1962 peried", '1'he share of public investments, especially, in 

between 1952 and 1957, in which grmo,fth rate and the rate of 

total industrial investments increases were very high",As a 

result of stability measures,which were ~dopted after 

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

1959,later 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 Planned Period~ 

3-Secto:f:al Distribution of Investments 

In TurkeY,J:.1anufacturing 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 direction of the change in the 

economic structure ~ Therefore, II developments in I\lanufacturing 

Industry as an ind_ependent and dynamic factor of industrial 

development t
! (61) and the structure of fJjanufacturing Industry 

should be examined according to the subsectors which produce 

consumer goods,intermediate goods and investment goods"Never-

the less , the study of the structure of l'Ianufacturing Industry 

wi th all aspects is not our goal. tve try to see only the 

allocation of Nanufacturing Industry investments to subsectors 

in this part of our study. 

vIe use the approach of the State Planning Organization 

) in the Third 1"ive Year DevelO:k);'~' Plan as the criterion 

for determining 8ubsectors.According to this approach we 

(61{'SFO:ljthird Five Year })~v.e~f.PI~1973-1977,Ankara,1972'P .. 13 .. 
(62}SPO:;Au::.o.ual Pr.og" $ J-97"b AnKara , .L77l,pp .. 474-468, Table .. 309,301", 
Obviousi'Y here there is a general:Lzm.tion of which content is 
not expressed wholly by this discrimination. But the corollary 
of diBcrimination is that this type of classification is not 
very objective from the view point of technological structures 
of sectors u :F'or example, transportation vehicles as investment 
goods,as far as the production technology is available if they 
produce automobiles , give the vehicle sector the quality of an 
investment goods producing sector~ 
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-1J'ood, beverages, tobacco') textile, clothing, generally as consum-

er gOods" 

-VIood products , furniture 3paper,printing, leather ,rubber, chemi cal, 

and petrola,-Clm products, cement? non-metal products, iron-steel 

and metallurgy,generally as intermediate goods. 

-r1etal products, mc,chinary products, electrical machinery? elec-

tronic and transportation vehicles,generally as investment 

goods sectors~Investment goods subsector also covers durables o 

We no\'i look at the shares of industrial sector and manufac-

turing industry in GDP since 1923 before stUdying sectoral 

allocation of industrial investmentse 

As seen in the table,the shares of both industrial sector 
-----

andrnanufacturing industry were more or less at the same ratio 

in GDP in 1923 and before 1948 after which rapid developments 

have begunoBut an important point ",[hich can be observed in the· 

ratios vms a decrease in the share of agriculture in domestic 

products as a result of a sharp decrease in agricultural 

product prices after 1930 World Economic Depression contrary 

an increase in the share of industry. 

As seen in the table,the share of industry in GDP inGreased 

to 13.2 % in 1923,to 18~9 % in 1940,to 14 0 0 % in 1948 and to 

The share of manufacturing industry,however,increased to 

17el ;.6 in 194-0 while it was 12.3 96 in 1923,then it decreased 

to 12.5 ~ in 194-8 and again rose to 15.4 % in 1962. 



1323 
Lj30 

1935 

1940 

1945 
1948 

1J49 
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TABLE VIr 

THE SBA}(t;;S O}' INDUSTRIAL S.ECTOR 

AND r'ud\UFAC'I'URING SBCTOR IN GJ)P 

13 · 2 

11 · 4 
H3 .1 
l c-' -,-0 .9 
16 · 3 
14 .0 

14 .9 
14 ,6 

13 r-· :J 
1 " 
-j · :5 
13 · 5 
1') i--· ..J 

16 .0 
16 · 7 
16 ~ 

· lJ 
17 · c 
1<-3.2 

17 · 3 
10. e 
17 .9 

'; \ 
\. I',).J 

(Produc ers' pric e 8) 

yanufacturip.g Ind. 

12.3 

10.3 

16.4 

17.1 

14.1 

12.5 

13.1 

12.7 

11.7 

11.4 

11.7 

13.5 

13.9 
14.6 

14.0 
1).0 

15.5 

14.6 

15.4 

h source: Se:ci rl, j,e cue t, 11 'l\i.rk S;:,ulJyii ni nYa.pl~)"!l GorUnUmU II, 

pp.2,3. 
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The trends of industrial investments during the perlod can 

be seen in Table V.Industrial investments usually inerease 

capital investments,.Fixed 

capital investments which increased in 1950--1953 period. 

remained. constant in 195L~-195 5 period and after a fall in 

1956 again began to rise.ln spite of this,iudustrial invest~ 

ments increased up to 1956 (except a decrease in 1952) and 

then decreased up to 1959 c This situation is a consequence 

of extreme price increases which we stated before and import 

now study the shares of public and private industry 

. ",,' . d " , . .\... d ,. t J_l1vestmenGS lIno consumer goo s, lm:;ermeQlalle goo s anet lnV8S -

ment goods sectors between 1950 and 1962 at Table VIII .. 

One can see from the table that more than half of the 

industrial investments were made in consumer goods sectors 

in 19:53-1957 period, investments to this group gradually in-

creased especia1ly in the period of 1953 and 1955 and then, 

bGgan to decrease~On the other hand,investments to inter~ 

mediate and investment goods sectors fluctuated from year to 

year but increased in generalQIIere we can say that inter-

rned::Late a:nd irnT8stment goods subsectors have developed in 

the same direction with gross fixed capital _investments.This 

sirnilr:iri ty is a result of demand which comes from especially 

housing and services sectors to intermediate and investment 

goods 
. (6;;') sect;ors",' // 



iJ1.i-t 13 DD IT I I I 

TIm SIDC'I'OHAL SHliRES OF 

INDUS~:RIAL nrV_E:S'~CNEnics IN 1950~"1962 PERIOD 

(Base Year 1953) 
million TL. 

'----.. '~-.------"--~.-~.---.--'--~~~-~,----,.------------_ .. _------------, 
_, ___ g_?nsu~_g.oo~~ __ ~"'. _~.,.,.,;,Ir:t.t~J...§-.t? .QooJL~_. _,J.ll:Y~_t~~_.9o_gds _, __ ! 

"'7' ~p bl P .... V Tllf) .1-.-, l I1ubl "r"j ~T T'o ·ta 1 T)ul--Jl 1)"'1' V mo "-a'1 I .1 ear .. 11 _ _ • }, l. •. ,.' v'""__ .. __ • r ."_ • • ...L L. , .;.... J. lJ ____ ' 
,---,--.-----=-~-.,.---.--.. --~,-.-----... --,----. ----.--.. -----'--'----'-.'---~-'--"--~--.. -.-'----~'-j 
1:50 3:70°~ ~6.8 ~~,4 10.? ~6.3 ~6.~ ;.~ ~.~ ''.,0 I 
195'1 47.1 'TO.8 86.5 24.J. 15,0 L.9.1 .J.t:- 3.7 8.9 i 
lq r::: 2 2~'1 43 2 t:: h 'Z 30 6 1"-" 4 44 a r.- 1 ;l " (~ ') I , ~:; ) • - " D:::> • ) • .J • • ? • ~ "'r • J. ) • L I 

1 q r::: '3 7 L.l 1 '''"('"';; '2 1 [1 '7 3 18 55"./: 9 '12 4. 13 J. 2 L -L r.: 7 ! .... ' .J ~ I '" • .,/ II. 7 t 8, ~, ~ ... ) '1:1 I I.l • .. '" - t () ~ ? to _ 

1954- 102.9 54.9 156.e 27.2 29.0 56.2 51.1 4.0 9,1 
1955 122.9 70.9 193.8 11" 4· 26.1 37.5 13.4 3 r;;-.. ) 16.9 

-" 

11956 114.6 65.9 180.5 53.0 36.8 89.8 7.7 7.5 15·2 
:1957 70.1 54.9 125.5 28.4 20.8 49.2 4.1 9.8 13.9 
19:58 27.1 40.9 68.0 53.9 24.0 77.9 13.7 7.8 21.5 
1959 21. 8 33.4- 55.2 13.4 34.0 4-7.4 14.8 17.9 32.7 
1960 23.6 40.3 63.9 36.5 31.9 68.4 17.7 12.0 29.7 
1961 27.8 34.0 61.8 38~1 36.2 74.3 12.1 11.9 24.0 

. 1962 32.9 41.4 7'4.3 250.5 30.3 280.8 43~4 17.1 60.5 
~ 

.1 ___ --------.. ,._.-. ------,------~-------.------..... --"'. 
Resources: SIS, 11 Tiirkiye I de 'Il oplumsal ve Ekonomik Geliilmenin 50 Y1.11-" ~ PPI.l176,,·207 • 

Kepenek, Yakup, B Ti.irkiye'.~e._SanayiJ~e_9.~~ ._\l"~, .. ~~~1J..~la:rJ. .. Semi neri II, 1') ~.~6. 

I 
\.)1 

o 
I 



Investments and durable COIlsumer goods and intermediate 

goods investments have increased faster than both total in-

dustry investments and Gross Fixed Capital Investments.This 

situation depended on some iactors,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),Besides,profitability of production 01 machinery 

and equipment which could not be imported as a result of balan-

oe of payment difficulties has led the industrial investments 

to depend on consumption and to be tovlards import substi tu-. 

tion.Another factor was that ~xtreme price inareases effected 

intermediate and investment goods sectors posi ti ve-ly, but 

also,effected total industrial investments negativelYe(64) 

In this framework,the share of the consumer goods invest-

ments in total industrial investments was 65. 5 ~6 in 1950 and 

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

surner goads industry,especia11y in food sector,in between 

1950 and 1955.The share of consumer goods investments,hO\vever~ 

fell to 40 % in 19600 

The share intermediate goods sectors in industrial 

investmcnt,was 27 % in 1950,16 % in 1955 and 43 % in 1960 6 

Investments of this sector,increased by a considerable amount 

as a result of investments in the fields of construction 

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

the period of 1950 and 1962,and the fields of rubber,petroleunl' 

and metallurgy in thA second half of the 

(64)I~id~p .. 35~ 
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same period. 

The share of investment goods industry in total production 

however,rose to about 19 % in 1960 although it was 5 % in 

1950.In this industry,especially?investments in metal pro

ducts subsector increased gradually,there were important 

improverJents in electrical machinery investments in the 

second half cf the period. 

It 1Ims observed that public investments were made usually 

in paper, chemica.l and metallurgy fields .. On the contrary, state 

made no investments in new sectors such as hard rubber, 

electrical machinery,and also the share of public invest

ments in the textile,transportation vehicles and machine 

production fields fell gradually"This situation has shown 

that state made investments in intermediate goods subsectors 

and left consumer goods subsectors to private investments. 



P Pc.. R T IV 

'I'UHKISH INDlJSTHY IN PLANNED PEntoD 

One of the most important characteristics of the period 

after 1960 from the view point of industrial developments 

Has that industrial developments vlere 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 programseAfter 1960,until 

today,three plans (five-year plan) have been applied (1963-

1967,1968-1972,1973-1977).Fourth Five Year Plan (1979-1983) 

ho\tvever,is in the stage of application"liJe/ in this part of our 

~first try to evaluate industrial developments with a 

general view and then study-the positions of value added, 

emplo;yment and labor producti vi ty which covers 1960-1978 

period of Turkish r'lanufacturing 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 

I~irst Five Year Development I)lan (F]'YDP) for the period 1963-

1967 was applied.In this pIan,although the industrial sector 

was accepted as vanguard and leading sectcir,it was predicted 

that development must be held dependin~ on the essence of 

balanced growth bet",Jee:n agriculture and industry in the lon~

runo(65) Although the industrialization policy was not clear 

in FFYDP,yearly programs gave partial clearness to industrial 

policy and giving precedent to sectors producing investment 

goods was accepted as necessary9 

Second Five Year Development Plan (1968-1972) included some 

differences on the subject of industrialization policy in 

comparison with First Plan and balance development was par-

tially-given up.According to this,structural change of the 

economy from the view point of self-sufficiency was only 

possible by rapid industrialization. With the aim of promotion 

of investments and accelarating industrial development,much 

more extensive measures were predicted for this sector.In this 

period especially the establishment of funda'mental and strate-
~ 

gic industrie Ei producing intermediate goods and non-encoumge-

ment of industry branches producing luxury consumption goods 

was intended o 
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In the '}lhird Five Year Development l'lan (l973-~1977) the 

industrialization intention which occured with SFYDP has 

become more. appearent "According to 'lll!'YDP". "industrializationl~ 

regardless of its compositio~ is not only industrial output 

increase.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 relatively 

bac:kward production technologies and uS1Ja1ly consisting of 

small production units.~his structural change can be achieved 

by giving weight to intermediate goods industries which have 

a strong forward and backward feedback effect and to invest

ment goods industries which have an encouraging and motivating 

quality in producing technology and also which decrease depeQ~ 

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

share of production in these branches in total industrial 

production has been accepted as one of the indicators of 

development rate and the establishment and development of 

them in such a manner that the aim being able to give them some 

possibilities for foreign competition o 

As a result of the industrialization policies in P~anned 

Period}which we tried to describe above briefly,important 

developments in induf3try have occured,.These developments were 

realized in such a direction that preaedingly the shares of 

industrial sector and especially of manufacturing industry 

in GDP increased.The share of manufacturing industry which 

was 14.21 % in 1962 rose to 18.1Q in1967,to 20.30 % in 1972 

and to 2lG88 % in 1977. 
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The shares of manufacturing industry in GD:F can be seen 

In the below table given the 1968 Producers 1 Prices. 

IJ'ABLE IX 

SHLRE OF I'IANUFACTUIUNG INDUSTRY 

C%) 

Year 1962 1967 1972 1977 

The Share Of 

20.30 l4 a 21 18 .. 10 21.88 i tJl an" I nd " 

l~ 
Resource:SIS~IITurkish National Income 1962-1977",p.9o 

Besides,for the period of 1950 and 1962 gross product of 

man'~cfacturiHg inecustry became 10 .. 2 96 in the period of 1963 

and 1977 \11111i18 its yearly average growth rate vvas 8 .. 5 9;~This 

development in manufacturing industry is provided by a decrease 

in the relative importance of agricultural sector .. 

Another development in Planned Period was that,relative1y 

some changes in manufacturing industry subsectors (consurner-

intermediate-investment goods) came into account~The structure 

of these changes will be examined below.Aside from these 

developrnents,variation in industrial production occured,in 

ocher words/ there was a flow towards import substitution in-

~ dClstries" 

VJe ,?iill now briefly explain our study in manufacturing 

industry subsectors for 1960-1978 period. 



B-Data~ 

5" - (-

State Institute of Statistics has been collecting yearly 

inquiries from 1964,with the aim of determining the structural 

• I .. .0 ~...!. .., ," t..:l 
pos~·GJ..on O..L manu1 ac cLLeJ..ng J..naust;ry l.n our coun ry anu_ for 

. h . o bserYlng c __ -,-ange S J..n this sectorGThese inquiries have also 

been the mai::a source of our study"But for after 1973~these 

inquiries have been covering preliminary results.Data for the 

years with no inquiry or data which doe~ not take place in 

inquiries have been obtained from "Statistical Year Books", 

IICensus of Inclustry and Business Establishments~I>1anufac-turing 

Il1dustry~ and the ptlblication namely "The Structure and The 

Ilevel of Productivity of the I"Ianufacturing Industry.1I publica;...:. 

tion of National Productivity Center. 

Our study includes only 19 years period 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(e:--;{cept value added data) for 1969" 

IVlanufactnring Industry subsectors are determined as they 

have taken place in SPO Tli'YDP.According to this,tables of 

Value l\.dded,Employees -:Number of JTirms for 20 subsectors of 

Manufacturing Industry a~e obtained in this studYoData in 

tables are in the form of current prices~ 

rrhe main problem for the Turkish economists who try to 

analyze the past economic trend is the impossibility of find-

ing an appropriate and continuous data.In our cas8'iany result 

obtained by the comparison of 1960-1964 data with others seem 



~58-

correct,every one firm 

In 1963 a decrease in the total number .P "1 e .. 

Ol emp~oyees 2S ODser-

during the planned period in consumer gaads,intermediate goods 

2~nd. il1V8f3trnen-'GtS goods sectors \tJhic~ll are rnain branches Q,f 

rrlarr~fElctt,lring ind11stry BXld t11e conseqllences of these develop=-

raents are as follo\'ljs: 

Value Added from the View Foint of 
-~---

:Here ~ VIe look at the development of marrufacturing industry 

v·alue add.ed before eXamlTl:l.ng the allocation of value added 

sectors in planned period~ 

IVlanufacturing 
/ 

industry value added reached to the value of 

t .-)~ t . t .... t . 1 ' , h' +- ... 0 6e G n men .i: J..an \flaS pu 2:n;0 appl.lCa vlon, a_ t;ilOUg_J. l .... was ~ . j ,0 $ 0 

million r.rL" in 1963 in whic.h First 1'i ve Year Development Plan 

began" CL'herefore manufacturing industry value added increased 

annual~y at the rate of 14~9 % in the First Plan period@The 

"Value ad.d.ed which Shmi'led annually 21 .. 6 % average increase 

also in Second Plan period reached to 56~82409 million TL~ 

in the beginning of 1973 0 And finally the value added reached 

to 237,930&5 million TL. in 1978~as a consequence of 3302 % 

rate of grol,vth which vias achieved in 1973-1977 planperioci" 
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~i.'Jil~LE X 

V}'~LUb--AlmED SlJARBS OJ:' SU3S:2CTORS 

1,;-'--_· --,-----, -----,----' 
I YeGr COnSUID@r Int8rnediate 
i Goods Goods 

i, 1960 58.24 27.74 

I 1961 54.58 27.66 

1962 

1963 

1964 

1965 
1966 

1967 I -
I 1968 
I 1 ('Ir:-. Q 

I .~~;~ 

I ~~~~ 
I 

I9?3 
1~n4 

I 1975 

1~176 

1377 
1978 

51.17 

49.39 
48.61 

47.70 
46.16 

47.15 
45.18 
46.73 
46.55 
39.11 

38.83 
40.18 

41.03 
39.63 

36.85 
35.55 
3L~ .95 

30.39 

31.88 
32.16 

34.15 
3:) .66 

34.35 
35.93 
34.81 
35.02 

39.23 
39.13 
'2;8 Cl4 ~/ ~:J 

38.23 
3707'3 
42.93 
4'3.21 
41.42 

14.02 

17.76 

18.44 
18.73 
19.24 
18.15 
18.18 
18.50 

18.90 

18.46 
18.43 -
21.66 

22.04 
20.88 

20.74 

20.65 

20.22 
21.24 

23.63 

Resources: bz~ttin,Erdo~an, "Ttirkiye!nin Gelir va Istihdam 

D@£111Mlnd2ki Yaplsal Degi~in II",pp.14-31. 
SIS, "Annual Survey of the l''ianufacturing 
Industryll,1977~1978. 



When we look at the proportional allocation of value added 

from the private 

, " d ~ . . -!- - - 1 id' '. . can De c ose~cve' lrom 1;118 vable? VB .. ,-ue ae ea.. .01 consumer gOOQS 

... - . was very Ulgh ln total manufacturing industry 

a +· , !.J of I96C)I s.For example altho'ugh 

consumer gaona sector had a rate of 58.24 % in 1960,the share 

of intermediate goods sector was 27~74 % and the share of 

investments goocls sector was ILL 02 96 ~NevertheIess;; beginning 

with the First Plan period,the share of consumer goods sector 

in total value added began to decrease,and the shares of 

i:ntermediate and investment goods sector began to increase <> 

'1:118 share of intermediate goods in value added took the 

relatively most important place firstly in 1971.During the 

period 1970-1974,the trend of the distrib~tion of value added 

i:n the 8ubsectoc::; of cciw manufacturing industry has shmm 

diversification compared with the last decade.In 1971,consumer 

goods sector value added declined by 7,,44 % to 39p-ll% and even 

continued declining to 38.83 % in 1972~However,an increase 
"-

started in IS?3 to 40,,18 % and 41,,03 % in 1974 .. 0n the other 

period,intermediate goods 

sector 9 although increased up to 3ge23 % in 1971,declined to 

(-'-'Iv" . 1 "'" 1 r,', ,. E'k " I" Ur r'kt' +- ~ , "1:.1- ' \.bo/ lanlsa ~,..c.,ro :ue..L1Sme onomlsl,,,. _ .1813.,-, J!BK.1.L.L.eSl 

Ylnlarl, YaYln no: 41'7 ,GGryay Tiatbaacl1.J..k, 1978, p. 265" 
Ya-
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7,!C::~.,):;; Vf~:V' '_:r., 1°"(1; '""(1'0' Ar] 'fA 'i. ./ --' L./ .... '- "'/ -r d. _ ./ ( ,~ (./ IV 

ment goods sector' 

lI1 

in 1972,20,,88 % 

in 1973 and 20.74 ~ in 1974 .It is clearly observed that the 

redistribution pattern for 1960-1970 period is no longer 

as clear as the 

1960-1970 peri.od,a decrease is observed in the corisumer' 

goods sectoI'~ but a dis,contim:nrs type of increase is observed 

in both intermediate and investment goods sectors.,The value 

added growth rates of subsectors are shown in Table XI~ 

When we examine the table,we can see that although consumer 

r...-nvor1s cuo,ctor 'fTc"" -luP. ~.dQ' pd R',~ro"TQ a-'-l; Po "'a+e OJ...C> '"'nYi11a' 'Ly l7 3 (0
1

) '=' ,~. '-' '. _ "A _ 'J. _, ~ '_' vv ~ u L \j CL U ~ .J.. _ _." I. 

intermediate goods industry value added grows at the rate of 

23 %,and inv~stment goods industry grows at a rat~ of 24 %. 

when we examine value added allocation of the subsectors 

of consumer,intermediate and investment goods industries, 

the f'ollo'l,ring consequences can be seen(Table XII) 0 

If we classify subsectors according to the volumes of 

'their' shares of total value added, J!'ood and Textile Ind.ustries 

which are called as traditional sectors take the first two 

rows from 1960 to 1978.Nevertheless Basic Metal Industry 

took the second rO",l and replaced the Food Industry in 1978e 

but,there were some decreases in the rate of value addeds of 
", 

these two traditional sBctors which had a share of 25~64 % in 

a._share of 10e42 % in 1978 0 0ut of.these two, S80-

tors ,'\:;wo more sectors which could be included into consumer 

goods industry came into first ten sectors up to 1978.They 

are Tobaeo and Clothing Industries. 



1961 

1962 

1963 
1964 
1965 

:1967 
1968 

1970 
197}~ 

1972 

1975 
I !~·\r7r~· 

..L'-) !::J 

197~~3 

COnSUg16:r 

4 

9 
"1 '1 
_LL:.. 

16 
l C) 
.Lj 

9 

19 

lO 
,', o 

24 

44 
18 

'7 , 

2E.~ 

l'7 
..L( 

I "I) \. /,,0 

11'1 tel'"elnedi..a te 

G·ood.s 

11' 

12 

21 

25 
12 

19 
1.J.. 

11 
LL1. , , 

25 
29 
38 

20 

31 

Goods 

41 
23 

14 
8 

20 

16 

11 

28 

22 

40 
33 

2 



T Goors SUBS~CTORS (%) 
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to the tenth row in 1978~Glothing Industry,however,was no 

When we look at the positions of intermediate goods sub-

of 6el0 % in 1960,rose to second row with the share of 12&13 % 

lD 1978 mOn the other hand,Chemicals and Non-Metallic Mineral 

Products Industry,some positive developments wore also obser-

in 1978 classificatioD.Petroleum and Coal ~roduct8 

1965,although it--

Vl:::tS 1101; ~Lrr 1960 classj_ficat;iofl a,nel rose "00 the '"third 1:0VY' ill 

of this sector in total dec-

In investment goods subsectors the situation is as follows: 

tati~c)n 'Vehicles Se(;·t;ol~ frC}ill i.l~\restl]lent gc)ods ir:.dustries came 

into (;,1,~lssific(],tion~i\8 (~a1:1 be SE;8j1 :in tile table? tllere 'VJere 

some developments which can be accepted as important in the 

j\]etal 

kept its place in the of 1960 and 1965,showed some dec~ 

reases in the periods after investmerlt 

came iIlto cJ .. af3sific~tltion 

These sectors were Transportation Vehicles Sector. Machinery , ,,, 
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Industry bector,Getal ~roducts Industry Sector and Electrical 

Machinery IndustrYe 

To make a general evaluation,the positions of Manufacturing 

Industry subsectors, within :first ten sectors, shO\v such an 

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

sify according to the sizes of value added,the share of i~vest-

ment goods subsectors was 11.93 % and the share of the inter-

mediate goods subsectors was 22 ~ 3L~. 90 while the share of con-

sumer goods subsectors was 65.73 90 in 1960s The period, up to 

1978 developed in favo:;:, of Lltermedi ate and investment goods 

sectors as expected and again within first ten sectors,whi1e 

the share of consumer goods sector fell to 31 .. 91 %,the shares 

of intermediate and investment goods sectors rose respectively 

to 41.78 % and 26.31 %. 

D~··Distribution of the .Labor Horee Among JVlanufacturing Industry 

Subsec,tors 

One of the criteria which can provide the necessarv infor-- v 

mation to examine the development pattern and the structural 

changes of the Turkish Industry is ~Ghe share of the emplo;YTIlent'~ 

of the maIlufacturing industry within the total employees.In 

-! 1 ' " 1 '. t .... -, '.L -!- d' . J,...' d' t: • b ' calS PQr~,~~e SUbJec ,we Wl~~ De lnGeres~e _ ln,lS ~he lsur~ u-

cion :::If labo~ \vi thin the manufacturing industry .. We will start 

Wl' th ... '1 ' the genera~ eva~uatlon of employment pattern in the 

manufacturing sector. According to the 1965 General Census data, 

the share of manufacturing industry for emlJl:oyment was 7.09 %. 

\ 



out of the total active population in Turkey.This ratWinc-

II, 

manufacturing industry,industry and total workers can be seen. 

As can be obsorved, snare of labor of manufacturing 

industry in total industry for period 1968-1976 averages 

to 85 % (column 5).The share of manufactur~ng industrial wage 

e8.:cne~cs 

ch increased to 22039 % in 1968 and continued in-

el~eaS:-Lrlg 

n we observe the data of total labor force of manufac-

t~ring industry,w8 see a yearly average rate increase of 

5~35 % of labor force,starting fro~ 296,989 employees oj n -j 96n 
-'--.~.... = ..... 

increasesto 300,364 in 1978~This data only covers the large 

firms ~ It is necessary to put d01tm one fact here • .Large firms 

are described as firms <,.'lhich hire more than 10 vvorkers ... This 

restriction,it is argued,is found to be too low for some 

economists 0 ~rhey also argue that those firlii.8 ltJhich hire less 

than 100 workers 
(''7\ should be called small firmsG O,l In our 

study, large firm data is used to provide continuity and con-

e '\'Till turn our attention to the subsectoral distribution 

of \iJ8.8;e earners in the manufacturing industry. In Table XIV 

the distribution of Labor and firms to three ~ain subsector 
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DISTRIBUTION OF EMPIOTI~ENT 
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- I 

-----.--~-, .-,.--.-... ~--,-~-. "'-"--"'- -.----.. ,-,,,.,---- -~-,,-.--, ~.-.--.. - .. --.. - .. " ... - - .• ,-~ .... ,-.. - ... --.. ----",. ..-.... ~.-.-.-. I 

(1) (2) (3) (4) (5) (6) (7) (8) i 
1_ ... ....., __ --___ .. "'""'. __ -=1_4<".,'----.......'....-, ___ , ____ ",..., ......... _,~.,_ .. ~ ___ ~"_~, __ ......... "'"-""". ____ ~, ......... "' .. _<"...--_ ... "'_,~....,_,~...-"'~~~"''"'''-~._<~ ............ __ '_''_.''''n. __ <1.~~~"~ .... ~"...., .... .."...~"""""""~ 

1965 499~696 

1968 701,789 
1969 755,03'3 

1970 81(3, 360 

1971 883,966 
1972 96f3,125 

1973 1,060,619 

1974 1,108,242 

1975 1,165,195 

L~976 1,226,859 

2~753,f341 18.14 rl,,8 .... Q~O q~0 13 ~~7 p{r) 
-' v } j j \,... .,., 0"" ... ' , ,. .... , . . .J \. 7.09 

3,1',3),718 22.39 8/~,9J667 1:32.60 

I 
,~ "1 ~ -; c:; ] " ~ r( ,- J '2 r,- " n .-, r. l l ,- '''1 '"3 r: n '"' r I 'j ('ji .1../ _ c») 0) ~,oi., ,;/(.)t-!. ..\_,) ~ J~-;;C ,j do bJ 

3,271,231 909,266 23.08 83.04 
3~421t933 23.92 

3 ",",C', C ,. (' ')4" l °51 If""" 84 '\0 j ,)G0 1 )l::J '- .bi{. _,u. ? (5':;; '.U J I 
3,770,965 25.67 1,138,025 85.07 I 

I 
4,130,608 26.83 1,294,487 85.61 I 
4,301,415 27.09 1,360,207 85.66 1,243,567 16,349,380 7.61 I 
4,434,393 27.36 1,442,284 85.06 I .. _,,~ ______ , __ . _________ ,. ____ . ___ ~ ___ ._._, ____ . ____ J 

3,974,753 26.68 8~5 . 64 1 2 7P r:n~ . ,~0,J00 

f{esources-:Ecevi t, Leyla, Ozotlin, liThe Changing structural Distribution of Income 
and Employment in Turkey and Kuznets Hypothesis 'l ,pp.49,50 j 63,64. 

SIS,"Statistical Yea~book of TurkeY,1979". 
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AND FIRMS AMONG SUESECTORS 
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I Yc<;,r COn~'3lY!ner Inter-filt!! tee ITfvestment 

1 

4t'{ Q 68 
/- r~ ,- !" 

OL) $)) 

19C:,4 54.8e 
~57.65 

~l966 

1967 
26.74 

i1 ~ 8 .• 

47.76 2~j.6.1 

46 (t 7() 
'.1 ,.- ,--

'i-4·;:():J 2c3.5E3 

4,5.55 44~48 ;28.33 

197 L~ '30.04 
42 ~ L~ 7 :51.21 

-. ..... , ,'~ ,-; 

_l~) t ( 45.33 40,54 32,13 

1973. 

1976,1')'7'7,1978. 

38.85 

41.74 

27.88 

27.64 
2'( ~ 64 

2E3.02 

n.8.. 

30.66 

)0.50 

31,02 

31.77 

13.38 
14.30 

16.57 

16.25 

16.87 

18.15 

20.07 

2C,73 

20.91 

21.'37 

24.51 
23097 
24.1~ 

12.70 

16.00 

16.92 

l8 C-, 
_LU • 0.1. 

19.~8 

1'),., a., 

22.01 

22.77 

2L~. 70 
2().24 

26.44 
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of total manufacturing 

industry labor force was employed in the consu.mer goods 

sector,24.97 % was employed in intermediate goods sector 

and llw87 ')b was employed in investment goods sectorfOln the 

OF the firms was in consumer goods sector 

while 36.93 % was in intermediate goods sector and just 

9$39 % was in the investment goods sector.During the post 

1960 • -i " 
perlOl4.~ J~-C is observed that the shares of consumer goods 

sector in both fi:cm Ylv.mrrers and employees decrease while inter-

mediate and investment goods sectors i share increase .. RO\rlever, 

the transfer of the shares of the consumer goods sector is ; 

mostly to the benefit of the investment goods sector rather 

than the intermediate goods sector. Jj'rom Table XIV, vie can read 

the fact that the decline of 18 .. 67 90 in the labor force share 

of the consumer goods sector is transferred to the inter-

mediate goods sector by 6.73 % and to the investment goods 

sector b:y- 11 .. 94 9'6. As VJe have tried to explain in the "Data" 

part,there is a discontinuity for the past 1963 data for 

employees .. lrherefore~if 1tJe examine the data starting from 1964, 

we obtain similar results as obtained for the value added s 

The share of la')or of consumer goods industry show a decline 

until the year 1972,increases slightly in 1972 and continues 

declining till 1976.0n the other hand,the intermediat~ goods 

i.ndustry share of' labor increase continually during the 

period 1964-l975,however in years 1976 and 1978 dec1ines~ 

The pattern in the investment goods industry is as follows: 

}~xcept for the years 1974·,1976 and 1977 this sector manages 
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to obtain a higher rate of increase compared with inter-

mediate goods industry. 

The rates Qf grm,rth of labor force for the 19 years 

for lIl"Cer-

mediate goods sector investment goods sector, 

of eacll ITIS.i11 subsector \rJi_th the g:eovlt:1:1 rate of emploYlnent 

the following figure is obtained. 

-~ -. ----_. ~~~-.-.. ~--.--.~=-<-
Grovrt}:1 rate of GI~O\tlth rate of 
value added labor 

Consumer Goods Ind~ 1'7e3 

Irltc~cmad:Late Goods Ind .• 6.7 

Irr''lestrnent Gooets In~~ 

In tabl(~ XV') the gro\>Jth rates of employment of the subsectors 

- ." •.. 1'"C''' '1"''/8' , tor Tue perloa ~joU-_~~~ 18 snown. 

All the critics we have put against the consumer goods 

sector above left aside,being a labor-intensive sector, 

obtains the first two-three places in the subsector classifica-

industry became 

examine Table XVI 

"that; tl1e r2~te of etrance 

investments goods industry 
, 0 

oelng enourmous,does not bring 

the same rate job facility. 
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I 
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1962 

1964 

1965 

1966 
1 ~j67 

1')68 

1969 

197" 
1971 
1972 

1973 
1974 
1975 
1976 

1977 

1978 
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Gno:,\'}~.H LA.T};S OF lABOh }'OHCE 

5 
1 

11 

15 

:3 

5 

o 
11 

5 
2 

3 
5 

4 
4 

, ') (%. 

4 

5 
9 

11 
12 

8 

8 

n.a. 

7 
6 

12 

7 

10 

3 
8 

5 

'--------'-----~ 
Investment 

Goods 

20 

9 

11 

11 

15 

15 
·10 

n.a. 

4 
16 

24 

1 

7 

1 

1 

12 

Total 

7 
2 

8 

14 
6 

7 
8 

6 

3 
11 

11 
:; 

6 

3 
4 
6 

/ I 

I 

I 
I 

.1......-----_ .. 

HEsources: SIS,HAnnual ~>urv8y of the Hanufacturing 

Industry Hesu.ltsll,1964-1968,1970,1971,1972, 

19 ' (3 , 1974 , 197 5 , 1976 , 1977 , 1978 • 
SIS,IlStatist.ical ':iearbook tl ,1963,1968. 
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l'or examp1e,in 1960 Hetal Ycoducts Sector o'htE'ins just 

3.16 % of the firms while obtaining 4~l5 ~ of the manufacturing 

while labo:c share VJas 69 F?1 1970 the firm share beiTlg 

7 [I 07 u~ 1 al.-oo~~ 
.;1" IV,h J.. 1975 firm share 

increased to 8 ~ 17 ;6 while labor share redeclined to 4~ 94 9b; 

finally in 1978 firm share of the Metal ~roducts Sector in-

creased to 8 .. 36 ~b while labor share continued declining down 

to 4.61 ;:) ~ The reason why we choose specif:ically the lVletal 

rroclucts Sector,lies in the fact that this sector is struc"e 

tura11y established of large si ze firms .1i'rom 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 capital-intensive techniques 

during these years s 

in 1960 consumer goods industry firm number was 2954 and 

decreased to 2865 in 1978.However,within the same period 

labor llsage increased by approximately 100 % in this sector. 

Intermediate goods sector possessed 2032 firms in 1960 while 

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

usage for the same period increased by 240 %. 

j-/inalJ:y, investment goods sector had 517 firms in 1960 and 

the enormous entrance to the sector increased this number to 

2263 in 1978.~abor usage increased gigantically as well by 

All of these nU.merical and statistical analysis prevail 

that these sectors during the examined period of 19 years. , . 
. QI7t.<l 

chatiged their both technological structurelsize composition. 
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One of the maln reasons that determine the choice of 1n-

dustr;t is the that industryaSince the 

choice of industry is a factor that increase the rate of growth 

and development through the investment mechanisrn,the labor 

productivity factor becomes the determining factor@~lowever 

this can not be seen in the Turkish Economy.In table XV,we 

see the rates of growth of labor force.1n thi~ table we will 

find out that in year 1963 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 

years namely 1974 and 1:978" 

One of the best criteria for labor productivity is the 

value adde~ per labor.lp table XVIII labor productivity 

values are given for the three main subsectors. }i'rom this tab-

Ie Vie see that,between the years 1960 and 1978,the increase 

of times of labor productivity in the consumer gC0ds 

8~ctor is 2ccompanied by the 15 times increase in the inter-

mediate goods sector,and by the 11 times increase in the 

investment goods sector~ 

In 1974,six subsectors emerge with decreasing labor force 

in absolute terms, ivhile the rate of increase of job :racili ties 

is jUEit 3 Iv which'is one of the least (see ~['able XV) ~In 1978, 

the labor productivity increase can be accounted for the 

continued policy of less labor usage,between the years 1976 

and 1978.lTable XVIII). 
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rUb-AIDED fER LABOR 

(000 TL.) 
i~~--·-~-·-·~···-----~--~·-~--··--·--·------·-~------i 

I Year Constl.i;ier Intermediat€? Investment I 
I __ G.?2 d ~::._ C~ 0 od s _.~~_-~ o_o_d_s_. I 
l ?r- <4""i 0., 'An I 

I 
1960 
·1 )61 . .!-

I 
1962 I ~L96 3 

I l'J64 i 
i 
i 1965 
~ 
I lOC:C:: I _L _l ..... ' t~ 

I 196 7 ! 
! 

i J_968 
I 196~) i 
j 
! 

lcJ7C 
I 

i 1971 
~ 

1972 , 
1 , 
! 

1973 d 

I 
1974 

1976 
1977 

1 j l lE3 

21 · 34 

21 ?('\ · -v 

" 3 68 C- o 

3C) · 04-

28 · £~l 
>-;;:, ("i 
.. "J · 75 

3!~ · 58 

39 · 14 
41 · n7 ........ I 

n · t::; . . 
49 · 61 

53 · 51 
60 · 13 
'71" O? (0 · ./-

108 · 8 0 
'J 

126 · 29 

155 · 52 
23"3 · 57 

~::.). fJ. t:..,./L 

27.33 
33.86 

49 0 82 

57.04 

64.98 
n.a. 

66.08 
89.16 

104.83 

155.30 
214.96 
266.68 

388.39 

36.14 

40.31 

41022 

39.98 
41.83 
42.95 
45.54 
n.a. 

47.98 
69.99 
76.83 

10':1.59 
136.02 
186.86 

1973,1974 j 1975,1976,1977,1978. 
SIS, 1l S ta. ti s ticsl Yearbook li , 196 3 ~ 196-":3. 
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Another indicator of labor procluctivi ty can be concluded 

through the examination of labor per firm data which is pro-

vided in the table XIX~ 

observe that labor usage has 

d.oubled for the consumer goods~tripled for the intermed.iate 

goods and increased only 0.25 timos for the iliv90tment goods 

industrieseOne point must be clarified at this point this 

is the fact that the trend of investment goods is of a shape 

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

vide a smooth nattern.'The ups and dOirms year after year 

should be accOl(r.ted for the discontinuing investment al10ca-

tions in these sectors. 

however,the investment goods sector in 1960 was the biggest 

labor using sector with 68 labor per firm, while the others 

were 64 and 36,consumer and intermediate goods industry, 

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

goods indu.stry now u.se 12L~ labor per firm while intermediate 

goods industry use 109 and investment goods industry use 

only 84 labor per firm. 



I,ii:--~' ~ e ar -.-.-~---~~ \;~ul]~r'---' --

Goods 

i 1960 64 

'I" I 1:::)61 60 

I 1962 107 

I 1963 101 

I 1964 118 

I 1965 118 

I 1966 123 

I 1967 130 

1"1;; 8.- ~ 

111 

1 ':)'71 112 

115 

1973 112 

1974 119 

1976 

1977 l~-l 

124 

In terrnedia te 

Goods 

94 

102 

112 

119 

123 

nila .. 

:L03 

106 

107 

113 

118 

127 

le9 

Investment 
Goods 

68 
f}6 

103 

104 

107 

102 

122 

122 

n. B-, " 

99 
97 

93 
100 

100 

99 
100 

102 

84 

Resources: SIS r "Annual Survey of the Manufacturing 

197'3" 
SIS~ llAn:rnJal :::;vTvey of ths I"!anufacturing 
-, + ' r "1" R ~ t ) Jl 1 ,', C'J 4 -''' °1 h ~nQUSury ~~re~lmlnary .esu~ S ,~I ,~~ J~ 

1976,1977,1978. 
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i--Ilistri tio:Ci. of Invcs-cr:letlts in j'!2.nufacturinp; Industrv Sectors __ ~ ____ ._. _______ .. _. ______ ... ___ ._. __ . __ '._ .. _"._. ____ . ____ ~ .. _,.~ _________ . _______ . __ d ___ , __ _ 

We willJnow.examine the trend of industrial investmerlts in 

the Planned Period 28 we have done for the pre-planned period. 

1dhile~ the GIn increased annually at 7 % growth r~'te durj.ng • 

the 1963-1972 period,fixed capital inVEstments in the first 

ye<'11'8 did not inCI'f,<lse and manufncturing industry investments 

declinec}.Fowever;~Lf only the manufacturinp- inQl1stry invest-

ments ratio to G~l is examined a reltitive growth in share, 

com;)arec~ vJith tote,l illdustric!l inve[)tments,is observed.On the 

other r:o.d,in totc:l invest:~Je~}ts, the share of manufacturing 

indl)stry tmTe.c-,t '1(ci::S incre.~:;ecl from 23.6 ~/f in 1963 to 29.7 % 

The si tuetion for the :FE'YJJ}? 3{ld S:FYDT is as in table XX. 

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

investments to G~P is considered,the relative size of the 

i ndl1 s try i nVe s tme nts i ~3 found to be eve n larger. 

In th2.t c;;se,the weicht of the Di,JmJiacturing industry in 

resource alloc8tion is incrp8sed. 

For the peried 1972-1976,on the other h~nd,although manu-

facturing industry protected the high share in total invest-

ments,could not increase it.This ratio was 28 % in 1973, 

30 ~ ... ~ in 1974,29.5 ~.~ in 1975 and 25.7 % in 1;)76. (68) 

I 6 0 \ T"" "11' ,,"' II r)n ('1' t ') '" ') \ U)..l ~~..:.... [ oct ,\. I ~ __ J. P '" L- j L • --



1967 

1968 

1369 

I 
1970 

l~j71 
! 

1972 I 

66728 

69994 

73209 

80746 

85604 

91360 

79112 

102450 

111926 

133848 

(''l'TT) 
VJ.\!_t 

-eo-

TABn~ 

.A.r'~D I: vLS nr THE 

(Base Year 1965 ) 

10727 

10709 

11510 

13901 

14781 

17140 

19035 

20153 

20836 

26171 

2535.5 
2100.6 

1964.6 

2449.7 

3011.3 

3679.2 

4405.1 

4978.7 

5878.7 

7768.8 

Illillion TL. (%)----l 
2! 1 --:J113; 2 _ 

(4) (5) (6) 

16.1 3.80 2;~ 
15.3 

15.7 

3.00 

3.68 

19.6 

17.1 

17.2 3.03 17.6 

17.2 3.52. 20.4 

18.8 

19.6 

19.7 

18.6 

19.6 

4.03 

4.54 

4.86 

5.25 

5.80 

21.5 

23.1 

24.7 

23.2 

29.7 

I 

'-.. ---.. ~----- "----

Besource:Kepenek,Yakup,11Ttirkiyelde Sanayils§me ve Sorunlarl 

Semineri",p.43. 

'1'11.e distribution of manufacturing industry invGstments 

to consumGr,inter~ediate and investment goods sectors,and the 

public and private sectors distribution is shown in Table XXI. 
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INVES1'j'liENT SHARES OP 
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. Consumer Goods Intermediate Goodo InvBatmentGoods, ! 

Year 

196~) 

1964 
1965 
1966 
1967 
1968 

-,-.,---.... ".~,,-~.-.. ~--,-.------- .-'-.--.-.~--"'.-'.-.,"-.-.----.--.-- .. '" ... " .. "' .. "-" ... '.'- ... --... ---.. "'.,-" .. -.-" .. --"~.,-.. ,----.--."-.-.-.. - I 
I 
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29.69 17.75 20.26 53.20 73.68 69.37 17.11 8.57 10.37! 

33.59 25.69 
?3 3J '- 0 ~ 35.38 
26.47 37.2:) 

21.23 31.96 
19.05 26.35 

28.22 

:51.'30 
33. ~~6 
27.90 
23.41 

53.41 
65.11 
71.70 

63.77 
74.94 

I 
t 

59.03 13.,00 12.63 12.7:) i 
[::;1 c')g 1158 2" '70 ]r7 ''''] I )J..-o '''._111 -C)r, .. /,,0 ... 

61.68 
43.92 

I 
13.11 II 

1B" Lr:'5 

1.83 19.46 43.~)l 53.5'3 
15.00 20.52 53.67 47. :52 

54- • 92 6;?.96 6.01 1.13.73 -j ';Z (;-?:. I 
_".1.',) I I 

10 6-9 10 7~ 29 "39 ?l 3- p~ 10 ~~ 07 ~8 lr . lr ,~ 70 ]r ~2' ~.-,' _ •• ) _ 0
0 

'- ,.:; _)').~. )'),'_.) b 0 __ :> L~,.) _Lj,~o .... "IJ.)_ i 
! 

1 
19'7 r' -'( 0'" '8 2"" 147'- C60(' 59 47. '7( '-78 "" 9.' f)') ~4 "A .It: .. ' ,U 1.0.? J... ') ~ .• 0 d. 'J ' •. j I)." ). ') L __ .). J.,..!-,ito 

1

1971 9.B7 20.85 16.12. 87.16 48.39 65.06 2.97 30.76 18.79 
11972 8.33 40.14 25.24 87.99 40.32 62.65 3.68 19.54 12.11 

11973 9.93 43.93 30.97 86.06 40.30 56.91 4.01 15.77 12.12 
11(.)74 19 J~ 38 ~q 7:2 OCt 7e:":: 59' L14 r)~- r-r.:- 09 5 2~ 16 96 12 <y' _, " <_oj .l_ '). :;. r "-J JJ.. ._IV _ '0 ... ~.L 
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! . ~ I __ . ______ , ___ .. __ . ____ . ___ • ____ ~". __ .•. ,, __ ..... _.~ __________ ._ .. , ___ . __ ..• _, ___ ~_.l 

Resource:Korum,Ugl.lX',t!Ttirk Imalat Sanayii. ve !thal :tkamesi!l9P.78. 
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the investments tc i~termediate goods sEctor.In the second plan 

period,this intensity even more increased.The public investments 

tha tare c11"nne1ized to the investFlent- goods sector declined 

in the second plan perio~,compGred with the first plan period. 

In other words,investment goods secter is mostly left for the 

private sector. 

PubliC investments for the consumer [oods sector ~eclined 

by 50 % in the S~YDP period,but increased again in 1974 and 

1975.This cen be~ccounted as a partial effort in increasing 

the exportehles in this sector. 

In short,tlLe inveF3t:lent alloc,tj_on pcCtttern also suggest 

that the choice of industry in Turkey is used for the inter

mediate goods sector by both public and private sector 

decif3ion-makers. 
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We have tried to evaluate 8 lone period in this study, 

from the view })oi nt of choice of industry. 1/1e h2ve tried to 

passed .In rctrospect,Turkish industrialization w2s,firstly 

and thus m, i nl:y , se d on COnSl1':er good s sec tor .1'he choi ce 

I,vhic j) 1 s nrc:vcLLed by the .:J.l1occl ti a L1 of i nves t en ts followed· 

8. S,3CS LLrst fro~'l consumer rOOclS sector and which 

is now at the intermediate goods sector.lt has t~ke Turkey 

nearly i- (' 
)u 1 ncrce' se the s~Lre of v;ilue-2,dded of the 

in tc c'i1L dic3 tc: co()cis sec tor al)ove the co DE;u.\ller goods sec tor. 

It is only at the st,::.;rt of the plC::;1ned plriod th2t 

the investnetlt ,::oocis sector increased its share considerably. 

TIuring the first two plOD periods,this sector!s share 

fluctuated around 20'.Row8ver,after the share of intermediate 

foods sector passed that of consumer goods sector,the share 

of investment [oods sector increased to 23.63 % in two years 

The theoretical studies which we have shortly examined 

in :pert IIlof our study united in the conclusion thet the 



allocstion of r2sources,and especially investment goods sector 

result in illcrensing the rate of growth of the economy. This 

conclusion is mostly conve;-,red by th;: two-sector models analysis 0 

Multi-sc.oter models mostly try to analyze subsectorel develop-

ment which tracks the reasoning to the sane conclusIon. Multi-

sector models also contain the inter-industry relations and 

feedbacks. 

\,e are not able to finel this theoretical b;:n~i.s in 

the Turkish :Lnclustrializ,,,t.ion effort.lf we try to think in 

terms of just two sectors,and thus collect intermediate and 

i.l1VeE:tnent goods ;::ectors c:tEl one secter-,tllen we are able to 

find a similar result as in theory. 

But,our classification of three sectors in our study 

forces us to conclude that: 

-Intermediate goods s~ctor is the better developed 

sector,not just in terms of th~ increase in the share or 

a b~)Ulute valLIe-added, b-",l t also L' ,~uploymen t, produc ti vi ty and 

-The impact of the trsdltional sectors on the Turkish 

econo;?!y is still of saine i crtance, but the ea}J be-t\'leen these 

Eiec tors and the otr~ers are closi LE year after year. 

-It is the public sector who decides for the choj.ce 

sector investr,lents are larger· 

the;:] the :publJc ~~ector investrnents,an,d although the private 

,:-:;cctor E',110Ci..ites more thc'.Cl the plllJlic sector to the consumer 

and investment ['oods sectors. 
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