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ABSTRACT

Turkey has experienced a sea change since 1980 when it turned to an export 
orientation in the economy after exhausting the accumulation possibilities under 
import substitution. In the new period, the Turkish textile and clothing industry, 
which has quickly taken advantage of export activities, took on a global 
dimension, and has been the prime engine o f the country’s industrialisation 
efforts, bringing new opportunities to the towns engaged in it.

This thesis is an attempt to account for the development of textile and clothing 
industry in Turkey, with particular emphasis on the transformation in the local 
economies of two towns, Bursa and Denizli, both specialised in this industry. The 
thesis is constructed to examine the relations and conflicts between the state, the 
industry and labour as well as between producers in the different segments of 
textile and clothing on the one hand, the new geographical map of economic 
development in terms of the industry concerned on the other. In the analysis of the 
local dynamics, the two towns appear at the different points. Bursa is one of the 
few towns in Turkey which made its appearance, as a strong textile town under 
the tutelage of several large firms for the national market before 1980 and has 
enjoyed further development thanks to export activities, by restructuring its 
industry to fit the new conditions; while Denizli, an underachiever in the previous 
period, has now undergone an unprecedented development initiated by its small 
and medium-sized textile and clothing firms, quick on the uptake of the 
potentialities in the new period.

This difference between the two towns enables us to have a rich comparison to 
scrutinise the socio-spatial process. In such an inquiry into the shared and 
unshared experiences of these towns in this process, this thesis is also an exercise 
to sensitise our understanding of industrial districts and network relationships in 
localities with a new set of empirical evidence from a developing country.
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CHAPTER ONE 
Introduction

1.1 Aim
There is widespread agreement that the crisis of capitalism is a two-edged sword. It 

threatens the old and inefficient order, on the one hand. It opens up new 

opportunities for people to create new development patterns, spotting weak points in 

the old order, on the other. This process, commonly defined as {creative) 

destruction and restructuring, brings along with new socio-spatial maps, due to the 

never-ending spatial search of enterprises for profit, necessary both for a short term 

response to the crisis and for a long term success of the system. In this process, à la 

Massey, locations offering adequate opportunities for profitable production can 

attract successive rounds of investment, while locations in which these opportunities 

are exhausted are highly likely to experience a process of dis-investment.

The crisis and restructuring processes in the last three decades have created 

fundamental changes in the secular trends of capitalist development. They have 

basically created a market-based social organisation in which mass production and 

life-long jobs have been substantially challenged in the face of uncertainties and 

fragmented demand (particularly for people in the West who have enjoyed 

substantially rising living standards in the post-war era). Instead, the need for 

greater flexibility in organising production with respect to vertical disintegration, 

subcontracting and other related activities, not to mention new labour processes (in 

relation to wage formation, the mobility of workers, hire-and-fire rules and the other 

regulations of labour markets) has become an important tendency towards a new 

order.

The value added chain from supplier to buyer in various industries has expanded 

across national borders; and the structure of international trade and investment has 

also changed. Many large firms seem to follow disintegration or quasi-disintegration 

strategies with extensive subcontracting activities and the relocation of their 

production at the global level. With these strategies, they have mainly taken
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advantage of low cost labour in developing countries where particularly lower value 

production in some relatively labour intensive sectors has seemed to be very 

profitable. This global production has created opportunities for some developing 

countries to become the new growth places through interfirm linkages and the direct 

relocation of plants. Not all developing countries have taken advantage of this 

opportunity and been able to contribute to the change in the spatial map of capitalist 

production. Low income developing countries in most of Africa, for instance, have 

experienced a decline instead of growth (Adefulu 1991, Prendergast & Singer 

1991). In contrast, several high income developing countries in the Far East have 

become the main winner of the period, taking advantage of cheap labour production 

in the beginning, then even upgrading their manufacturing by producing globally 

competitive capital intensive goods (Appelbaum & Henderson 1992, Castells 1992). 

In between, some medium income countries (in Latin America, Middle East, 

notably Turkey, some other countries in the Far East and South East Asia as well as 

some ex-socialist countries in Europe) have tried, with various degrees of success, 

to adapt themselves to the new global dynamics (Schmitz & Musk 1994, Shaefeddin

1991).

It is reported that interfirm linkages have been extensive not only at the global level 

but at the local and regional levels while the post war period’s ultimate dream of 

supplier-free and self-reliant firms seemingly fade away under the circumstances of 

increasing uncertainty and fragmentation. They have apparently coincided with the 

development of small and medium-sized firms in craft-based (as well as high-tech) 

industries. Many small and medium-sized firms have increasingly had 

subcontracting relations with large firms in need of greater flexible production at 

cheaper costs; they have also increased subcontracting relations among themselves. 

It is indicated in many studies that there has been a very remarkable development in 

some places (most of them formerly undeveloped ones) depending on small and 

medium-sized firms’ performance and their relations which take on a networking 

nature, facilitated by common cultural and social backgrounds and identities. This 

unprecedented development in fact has led researchers in recent years in both 

developed and developing countries to focus on these spatially clustered, sectorally- 

specific relations and understand the main reasons that create such success.
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emphasising the importance of their specific historical and socio-spatial contexts. It 

is even asserted that this localised growth might be the main development model for 

capitalism, being central to the co-ordination of most advanced forms of economic 

life.

It would not be wrong to say that the textile sector was the prime engine of the 

industrial development of the West European and the North American countries 

until this century. Now this sector along with the clothing, perhaps the first industry 

which took on a global dimension with extensive subcontracting relations among 

countries, has appeared to play a similar role for developing countries that have 

benefited from its dynamic export-oriented expansion. Additionally, this industry is 

technologically and organisationally very mixed, comprising firms of different sizes 

from large multi-nationals to myriad of tiny producers in which every weaving, 

knitting and sewing machine can be a production unit. This industry in both 

developed and developing countries is likely to take the form of sectorally 

specialised and spatially concentrated clusters of small and medium-sized firms that 

could have local networking relations. Because of these characteristic o f the 

industry, it appears to be a very promising sector to examine the industrialisation 

efforts of a developing country with a sectoral study at the national and local levels.

This thesis is an attempt to analyse the development of textile an clothing industry 

in Turkey which has been the prime engine of the country’s industrialisation efforts 

under an export promotion model which started to be implemented in circa 1980, 

after exhausting the accumulation possibilities under import substitution. In doing 

so, the thesis is constructed to examine the relations and conflicts between the state 

and the industry and labour, as well as between producers in different segments of 

the industry. In order to analyse the local aspects of these global dynamics and the 

shifts in the nation-state’s strategy in terms of both local changes and local 

responses, two towns, Bursa and Denizli, (which are specialised in textiles and have 

benefited from the emerging opportunities in the last two decades) are studied in 

detail (Map 1.1). In these two local economies, the thesis examines the nature of 

subcontracting and other social and labour relations from the localised networking 

perspective and scrutinises their changes along with the course of development.
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M ap 1.1 Bursa and Denizli

Istanbul

Ankara

^0 miles

50 km

It should be pointed out that the selection o f  these tow ns are not arbitrai"}'. These 

two tow ns in fact exemplif} different points o f  the industrial developm ent in 

Turkey. Bursa is one o f the few towns in the countr} w hich made its appearance as a 

strong textile town before 1980 under the tutelage o f several large firm s producing 

for the national m arket and has enjoyed further developm ent thanks to export 

activities (albeit the existence o f  a large num ber o f  small firms) by restructuring its 

industr} to fit the new conditions. In contrast. Denizli, an underachiever in the 

pre\ ions period, has now undergone an unprecedented developm ent initiated by 

small and m edium -sized textile and clothing firms. This town has been quick on the 

uptake o f  the potentialities in the new period and has em erged as the new  m odel o f 

the entrepreneurialship and developm ent in Turkey in recent years. This basic 

difference in two tow ns enables us to have a rich com parison to scrutinise the socio- 

spatial processes. The shared and unshared experiences o f  these two tow ns also 

enable us to trace the em ergence o f different typologies o f  clustering am ong firms 

and possibly different netw orking and em ploym ent relationships.

1.2 C o n tex t

In order to exam ine this process in context, it is necessary to sum m arise the m ain 

characteristics o f  the developm ent process o f  Turkey and describe the sea change in
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1980 that paved the way not only for an export orientation in the economy, but also 

for economic liberalism and thus the emergence of entrepreneurial culture.

In fact, it would have been wrong to say until recently that ""Turks are an 

entrepreneurial nation In the Ottoman times the bureaucracy and the army were 

the main careers for a TurkV While only a few could reach these privileged 

positions, agriculture and, to a much lesser extent, the artisanship of some goods 

notably weaving of fabrics and carpets and metals in some places (mostly where the 

land was not suitable for the agriculture), were the basic lifestyles for the others. 

Business had always been somewhat despised and mostly controlled by the non- 

muslim minorities who also obtained some extra-privileges and increased their 

trading power, when the Ottomans, the sick man of Europe, were forced to sign 

business conventions with the major European powers in the late 1830s (with 

which, not only European merchants and industrialists but also those minorities, as 

chosen intermediaries between the Ottoman state and those European merchants, 

acquired substantial concessions). Young Turks revolution in the Ottoman state 

structure in the beginning of this century, which aimed, among other things, at 

abolishing these unequal treaties and supporting the muslim population which had 

been largely excluded from the business life to become entrepreneurs, was the first 

challenge to the privileges of foreigners and non-muslims in the Empire. The First 

World War which was dramatic with its all results, further intensified this challenge 

but not in the way that these Turkish revolutionaries perhaps even imagined. In this 

war, the Ottoman Empire collapsed, Turkey was occupied by the Allied Powers, and 

some of the minorities fled the country because of uncertainty and ethnic hostilities 

or some others were forced to migrate due to exchange of population or mass 

deportation. When the country was recaptured by the Turkish Independence Army 

and then Turkey declared itself a republic in 1923, it lost not only its humble 

industrial system, but also entrepreneurs. The vacuum was immediately filled by the 

state first and, owing to its substantial help, spotted by a few Turks with 

entrepreneurial spirit later.

For a scholarly discussion o f the subject in English, see Bugra 1995, Clark 1969, Keyder 1987a.
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Generally speaking, having inherited a devastated country, the new Turkish state 

assumed the main role to create, from almost scratch, an inward oriented national 

economy. In doing so, it basically aimed at participating actively in manufacturing 

production as well as at creating, directing and shaping the private sector, whose 

interest was supposed to be subservient to national objectives set by the state. 

During the relatively linear path o f development, along which the Turkish national 

economy travelled, the state maintained its strong position to control the economy. 

In such a setting the upward mobility of localities and classes, thus, was mainly 

depended on the state, which helped in filling the relatively pre-defmed, vacant class 

and spatial positions in the national economy, through either the state's direct 

investments in a locality or the allocation of subsidies to the private sector. 

However, in filling this vacant positions, the state did not offer abundant 

opportunities to the people in most of the towns. Chance to find a rather important 

place in the national economy was also difficult for many towns by themselves. 

There was not much room for the local initiatives to promote their towns to a higher 

echelon in the national economy. Capital accumulation was concentrated on very 

limited number of localities, which had already been relatively important for the 

business activities in the previous periods, accompanied by a limited number of 

large companies, highly dependent on Ankara.

The development of this inward oriented development deteriorated during the 1970s 

and culminated in a foreign debt crisis in 1979. During this crisis, the only choice 

for Turkey seemed to follow a belt-tightening programme, which was soon evolved 

into a structural adjustment programme, whose long term objectives was to adopt a 

more market-directed system and export orientation in resource allocation in 1980. 

It was a neo-right manifestation, facilitated by a coup. The new rules and rationality 

of the new period caused a permanent transformation in the nature of the state and 

economy relations, and consequently the state turned to be subservient to capital's 

needs, rather than vice versa which had been previously the case.

The state therefore has irreversibly withdrawn from its role of safeguarding the 

economy in Turkey since 1980. This change accompanied by the opportunities of
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the export promotion has seemed to boost the entrepreneurial spirit o f the people in

the country. Particularly textiles and clothing which has been the first manufacturing

industry in Turkey to take on a global dimension, has been the primary industry into

which many people have ventured thanks to the ease of entry and wide variety of

choices and opportunities through extensive subcontracting activities. A Turkish

economy magazine gives an example of this:

“Since it has become the most favourite industry for investments in recent years, 
textiles and clothing industry has attracted many people with some capital. ...Now 
people from many different occupations such as medical doctors, pharmacist, 
builders and pensioners have tried to become an entrepreneur in this industry” 
(Ekonomist, 12 November 1995).

In a similar vein, this new process of the diminishing role of the state appears to 

bring the emergence of localities escaping the state's tutelage in local development. 

In the new period, not only already developed towns but also small and rustic towns 

have attempted to take advantage of opportunities that the new global dynamics 

offered to developing countries. In fact several traditional Anatolian towns have 

shown some unexpected success mostly in textile and clothing industry, based on 

the combination of some traditional artisanal knowledge and the new 

entrepreneurial spirit; and they have eventually gained the tag of Anatolian Tigers. 

The United Kingdom’s commercial attaché in Ankara who has recently had 

intensive interest in these towns for arranging business connections for British firms 

says: :

“ ... (British firms) still think that Anatolia is a place with small traditional towns. 
Before coming here (several small towns in Anatolia) 1 was also thinking the same 
way. 1 never thought the industrial development in those places would come to this 
level. ...But this is not a thing only for foreigners. In our last trip there, there were 
some Turkish businesspersons. After seeing these towns with very hectic 
entrepreneurialship, and factories with modern technology, not only British but the 
Turks were also stunned {Capital December 1996)

Now the context may be clearer and the general aim may be better understood. 

Denizli is the first and most important Anatolian Tiger that has succeeded in taking 

advantage of changing circumstances and thus started to travel along the complex 

path of global-local development. In this context, this town is compared, as we 

already know, with Bursa, one of the privileged towns which had developed in the 

earlier period and now has restructured itself in accordance with the new conditions.
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1.3 Method

Such a project needs a historically and geographically convincing analysis which 

combines a descriptive study about taxonomic groups with respect to their 

distinguished features in different time-space settings and a causal study which 

examines relations among these groups. In order to do that, this thesis has used both 

quantitative and qualitative analyses. It basically uses manufacturing, foreign trade 

and labour statistics in order to analyse the development of industry quantitatively 

in terms of the number o f  establishments, number o f  employees and their real 

M>ages, value added, gross fixed  capital formation and import and export 

performance. Although the main concern in the thesis is the development of the 

textile and clothing industry since 1980, a retrospective analysis for the period up to 

this year is also carried out as far as the data are available. It should be pointed out 

that the textile and clothing industry is statistically defined in the thesis not 

including footwear and other leather products. This means, in the International 

Standard Industry Classification (ISIC), the combination of two three-digit groups: 

manufacture of textiles (code 321) and manufacture o f wearing apparel (code 322). 

Another point should be mentioned here that the provincial structure o f the Turkish 

textile and clothing industry is analysed so far as the data are available.

In the thesis, the quantitative analysis of the Turkish textile and clothing industry to 

a large extent depends on the statistics in published and unpublished forms obtained 

from the State Institute o f  Statistics of Turkey (SIS) -except some important data 

from other government organisations notably the Undersecretariat o f  Foreign 

Trade, the Undersecretariat o f  Treasury, and the Central Bank as well as the local 

Chambers o f  Commerce and Industry. Like its all counterparts in most countries, 

the SIS, established at the birth of the republic, produces the large quantities of data 

on the national and provincial scales which can be made available in no other way 

in Turkey. Even though it can be said that these statistics seem to be accepted in the 

boundaries of reliability, providing uniform and internally consistent sets, the reader 

should be cautioned to take them not as precise measurements but as estimates of
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quantities and trends^ (cf. Herslag 1968, Isik 1992, OECD 1991, 1992, 1993, 1994,

1995).

The qualitative analysis is based on in-depth interviews in both case study areas. 

These interviews were conducted in August-September 1994 and May-August 1995 

to cover enterprises, local institutions and workers^. 76 enterprises, two of which 

were state enterprises, were interviewed in a semi-structured way with an interview 

control card‘d that included seven pre-defmed key concepts: the foundation and 

development of enterprises, their product categories, integration and supplier and 

customer relations, technology, employment relations, and relations with the central 

and local state and other local institutions). In these interviews, it was aimed to ask 

questions about both firms and establishments in same enterprises. It was also 

targeted to get information spanning a long period as much as possible to trace the 

transformations o f the local economies; therefore I tried to find senior producers and 

managers. But I also conducted interviews with new producers to understand 

possible reasons to venture into this production.

Before the fieldwork, 1 had obtained information about member firms of the local 

Chambers o f  Industry and Commerce in both towns. These data helped me design 

the fieldwork, particularly in terms of vertical integration and local subcontracting 

relations. To determine the level of integration in textile and clothing firms in Bursa 

and Denizli, 1 had already classified all enterprises functionally in the given data on 

the basis of the major production steps in textiles and clothing. These steps were 

1 )preparation of fibre such as carding, combing, cleaning and chips production etc.) 

and subsequent manufacturing of yarn and thread (spinning, bleaching, doubling, 

bulking, texturing, beaming, sizing and pointing etc.) 2) manufacturing of woven

■ The main reason behind this is the very existence o f  black economy (unregistered economy). 
According to a report in the Econom ist-The W orld in 1988, it is estimated that the unregistered 
economy in Turkey in terms o f  wages and taxes has been around 40 per cent the GNP in 1997 
{Economist-The W orld in 1988, November 1997). Nevertheless, it is possible to say that this 
deficiency is not only in the realm o f developing countries but also o f  advance countries where the 
unregistered economic activities can rise up to 30 per cent in some cases (Dogan 1994: 43, The 
Economist: The w orld  in 1998, November 1997).
’ Interviewees’ list is given in Appendix 1-A.

A sample o f  interview control card is given in Appendix I-A.
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and knitted fabric; 3) dyeing, printing and bleaching of fabric (including singeing, 

shearing etc.) 4) clothing and home furnishings etc. (cutting, sewing, pressing, 

ironing) (c.f. Itoh 1994; Kayasu 1995, Pack 1987, Stout 1970, Tippet 1969, Toy ne 

1984). After classifying the member firms’ in terms o f these specialised functions, I 

reclassified them according to their number of employees as small firms (less than 

50 employees) medium-sized firms (between 51 and 250 employees) and large 

firms (more than 250), based on a general classification used by the OECD (1993)'\ 

This organisation of the data in terms of both the production areas of firms and their 

sizes laid the base for most of the interviews. It should be added here that some 

other interviews were conducted with artisans and other small producers who were 

not the members of the chambers.

In addition to these interviews with enterprises, I also conducted 18 in-depth 

interviews with local institutions, such as local governments, local chambers of 

commerce and industry, other industrial and social associations and private and 

public banks. In these interviews, I attempted to get information about the functions 

of these local institutions and their interactions with the local textile and clothing 

firms in an unstructured fashion. Furthermore, six interviews with trade unions in 

Bursa and Denizli accompanied 28 in-depth interviews with workers in textile and 

clothing production.

1.4 Content

This thesis has been organised around five broad chapters apart from Introduction 

and Conclusion. Chapter 2 aims at providing a conceptual basis for the analysis of 

the Turkish textile and clothing industry and local economic transformations. It is 

indicated in this chapter that although low cost production alternatives have been 

very important to determine the new trajectory of the development o f textiles and 

clothing in the world economy, this does not seem a complete picture. The chapter 

underlines the change in the competitive activities of many textile and clothing 

firms in the developed world during the 1980s from the production of low cost, 

standardised goods in long runs to high value, fashion and design-oriented small

 ̂ The SIS uses a different classification. In most cases it releases statistics on the basis o f  
establishments with less than 10 workers; with workers between 10 and 25; and with more than 25



Chapter One 23

batch production in shorter runs mainly thanks to the change in customer 

preferences; the increasing power of retailer chains, the emergence of efficient and 

innovative production organisations of some producers. The chapter analyses this 

complex structure, highlighting the importance of vertical disintegration, 

subcontracting activities and the unprecedented development of small and medium

sized firms owing to the change in the current capitalism. After examining the 

concepts, it traces different tendencies in the industry both in developed and 

developing countries. In a similar vein, it is pointed out the importance of local 

networking relations on the basis of extensive subcontracting which can create 

various typologies in different places; and it is also pointed out that these networks 

are subject to change in accordance with the course of local development. Then the 

chapter takes account of innovation and technology, trust and co-operation among 

producers, the role of local and central governments, and labour relations, which are 

the key aspects of the restructuring of textile and clothing industry and of networks.

Chapter 3 and Chapter 4 attempt to prepare the national setting for further analysis 

of the local economies of Bursa and Denizli, examining the development o f the 

Turkish textile and clothing industry from various aspects. Even though this 

analysis mainly focuses on the period since 1980 when Turkey launched an export 

promotion strategy, it also tries to give a retrospective picture of the industry in its 

economic and political context prior to this year, characterised by the substantial 

role of the state and its inward oriented development strategy. Chapter 3 evaluates 

the development of textile and clothing industry in the import substituted and 

export-oriented periods. It analyses the main changes in the industry during these 

two periods, casting light upon the state-industry and intra-industry relations as well 

as the spatial structure. Chapter 4 examines the labour aspects of this transition 

towards export-orientation. It highlights how important low cost labour has been in 

an export promotion strategy for a country like Turkey which had no specialisation 

in the world market until the 1980s, thanks to the long tradition of import 

substitution policies. It first examines struggles concerning real wages and 

unionisation in the rise of Turkish textile an clothing industry in the export period. It

employees. This classification seems not to allow to differentiate the size o f  establishments clearly.
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then tackles labour productivity, and the féminisation of labour in the industry with 

particular emphasis on variations within the different segments of the industry. 

Again in this chapter as well, so far as the data are available, 1 discus the provincial 

differences related to these points.

Chapter 5 and Chapter 6 elucidate the transformations of the local economies of 

Bursa and Denizli with respect to the performance of their local textile and clothing 

industries. In these chapters even though I carry out a statistical analysis which aims 

at describing the situation in both places, a qualitative analysis based on interviews 

is the main parts of both chapters. Giving the picture of the situation up to 1980, 

Chapter 5 examines different rounds of investment in Bursa’s textiles: the 

emergence and demise of export-oriented silk reeling production led by non- 

muslims until the birth of the republic and then transition to inward-oriented wool, 

rayon and then polyester textile production which were predominant until 1980. In 

this inward-oriented economy, this chapter focuses on the very substantial role of 

the state, both establishing state enterprises and encouraging large private textile 

enterprises. It also stresses the changing structure of the local private textile industry 

in terms of inter-firm relations during the 1970s. The focus at this point is 

constructed to analyse the very conditions which created a “power-based network

like cluster” of private firms. Then, the chapter analyses the conditions which paved 

the way for the partial resolution of this cluster and the emergence of vertically 

integrated firms in the last two decades.

In Chapter 6 which focuses on Denizli’s textile and clothing industry, the 

framework of the analysis is similar, but the story is to some extent different. This 

chapter starts with this moderate development before 1980, shedding light on the 

structure of the industry specialised basically in the production of cotton fabrics and 

home furnishing goods. It then provides an in-depth account of the remarkable 

development of the industry which has shifted its main activity to towels and 

bathrobes. Here, particular attention is devoted to the formation of a network o f  co

operative competitors for exports behind the development and its changing nature 

over the years. Focusing on the dynamic and interactive relationship between the 

network and development in Denizli, the aim here is to analyse the transformation
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in the network from more-or-less symmetrically distributed power to a rather 

hierarchical order. After these points, both chapters tackle labour relations, the 

absence and presence of state incentives, local government and coalitions in the 

local economic development.



CHAPTER TWO 
Restructuring of the textile and clothing industry: a conceptual 
formulation

2.1. Introduction

This chapter aims at conceptualising the restructuring of textile and clothing 

industry in the world economy and tracing the main pathways for the analysis 

regarding Turkey. In doing so, it will start with an evaluation of changing structure 

of peripheral development through, textiles and clothing and a corresponding 

decline in the core countries. Meanwhile, I will also emphasise that although 

developing countries have had advantages as the main places of the industry 

owing to their inexhaustible reserve of labour and some of these states’ strong and 

aggressive attempts at industrialisation, the complex nature o f the restructuring 

has seemed to bring a set of diverse patterns of new locations.

The chapter analyses this complex structure, highlighting the importance of 

vertical disintegration, subcontracting activities and the unprecedented 

development of small and medium-sized firms in the current wave of capitalism. 

After examining these general concepts, it customises them for textiles and 

clothing, critically evaluating possible trends in the industry. In this effort, this 

chapter also underlines the fact that the new development of textiles and clothing 

has not only taken place in developing countries but also in the peripheral regions 

of the developed world where there was lively artisanal production until recently. 

It is indicated here that this successful local economic development is mainly on 

the basis o f extensive subcontracting relations, transforming themselves to long 

term networking, an important phenomenon where many social scientists have 

been largely pre-occupied. Here I tackle these relations and their different patterns. 

Additionally, trust and innovation, which are the key concepts for networks to 

consolidate growth, are taken into account. Finally, this chapter analyses the role 

of the state as well as labour relations in textile and clothing industry in general 

and in the framework of networks from both developing and developed countries’ 

perspectives.
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2.2 Industrial decline and peripheral development through textile and 

clothing industry

In a 1982 analysis of the recent deindustrialisation and job losses in Britain, 

Massey and Meagan note that even in 1950s (when the post war boom had not 

come to an end and the British government could still use the slogan “you’ve 

never had it so good”), the domestic textile industry had already been in deep 

trouble, and jobs had strikingly been lost (Massey and Meagan 1982:3). This 

unexpected but incisive crisis in textiles in Britain seems to have heralded the 

beginning of the world economic crisis in the 1970s which would slow the post

war economic development in the core countries substantially, and would give a 

chance to the periphery for a possible development.

This story is well known and already documented in many studies. Confining 

myself in textiles 1 can, however, review some examples. For instance, in 1963, 

developed market economies generated around half of the employment both in 

textile industry and clothing industry world-wide, but this declined to 33 per cent 

for textiles and 40 per cent for clothing in 1978 (OECD 1983). In contrast, 

developing market economies increased their shares from 28 to 38 per cent in 

textiles and from 12 to 20 in clothing in the same period’. Furthermore, in 1963, 

the volume of international trade in textiles and clothing respectively was about 

7.0 and 2.2 billion US dollars; and 85 percent of textile trade and 80 per cent of 

clothing trade were originated in the developed countries (Anderson 1992:12; 

OECD 1983:4). In 1979, the international trade in textiles and clothing 

substantially increased to 48.9 and 34.9 billion US dollars respectively, whereas 

the share of the developed countries in the total declined to 71 per cent in textiles 

and as low as 50 per cent in clothing. On the other hand, the share o f the 

developing market economies in textiles and clothing increased from 19 and 21 

per cent to 24 and 41 per cent respectively between 1963 and 1979. Additionally, 

during this rationalisation of textile and clothing industry, production growth also 

ceased in the developed world and faced continuously negative figures after the

' The rest belonged to socialist countries whose employment in the industry almost stabilised In the 
same period
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1974 oil shock. In 1980, the growth rate in textile was minus 2.5 per cent while in 

clothing minus 4 per cent (IMF 1982). The developing market economies however 

enjoyed the high rate of growth in this industry, even after the world crisis, 

achieving 2.5 and 3.5 per cent growth rates between 1974 and 1981 (OECD 1983, 

UN 1981).

This decline in advanced countries seemed to suggest that textiles and clothing 

production started to move out from the core regions to the world periphery. One 

might say that as long as this tendency continued, the textile and clothing industry 

would be dismantled soon in the core, even though there were protective efforts 

through trade restrictions against the massive inflow of textile and clothing 

imports. In this respect, we were told that this was the appearance of “the new 

international division of labour” and the existence of inexhaustible reservoirs of 

cheap labour was the main reason for the relocation of this industry as a response 

to the deep crisis necessitating firms to compete in price sensitive markets for 

standardised textile and clothing products (c.f. Frobel et al 1980). Thanks to the 

development of transport and communication techniques (making possible the 

global dispersion of production and dividing and subdividing production 

processes in many industries so as to minimise skill and training requirements at 

certain stages), firms in the core could relocate themselves in places with low cost 

labour. Alternatively, they could subcontract all or most of the production to other 

firms in those places. In a similar vein, with the increasing adoption of export 

promotion strategies in some developing countries which aimed to exploit low 

cost labour, these countries' states began to support both foreign direct 

investments and their domestic investments in competitive industries. Obviously, 

textile and clothing industry' seems to have been one of the first sectoral choices 

for them (Elson 1994, Harris 1986, Liemt 1988).

Briefly, low cost labour has clearly been very important to determine the new 

trajectory of the development of textiles and its new spatial forms. But to what 

extent? In the 1980s (particularly in the second half) complex changes started to 

occur in the nature of global restructuring. This complexity cannot be understood
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simply in terms of the single dimension of labour cost. During the 1980s, many 

companies in the core began to shift their own competitive activity away from low 

cost, standardised production in long runs to high value, fashion and design- 

oriented small batch production in shorter runs (Dicken 1992, Gibbs 1988, Hirst & 

Zeithlin 1989, Phizacklea 1990, Totterdill 1992). This has been apparently related 

to customer demand changes, increasing power of retailer chains as the main 

players in global textiles and clothing, and the innovative and efficient production 

organisations of some producers associated with technological progress in 

developed world.

In the literature of economics, it is generally accepted that final consumer products 

of the industry tend to have low income elasticity (Dicken 1992: 246). In other 

words, when the income of people increase, a relatively smaller proportion is 

spent on clothing. Nevertheless, this general observation o f economics appears to 

be challenged by dramatic and frequent fashion changes in the contemporary 

'"post-modern world”. Of course, fashion and its changes have long been 

important particularly in the west, well before the world was conceptualised as 

“post-modern”. The contemporary fashion trends however have been much faster 

and more volatile. Now, catwalks have become the ultimate extravaganza; top 

designers, supermodels have gained the “God” status, pushing the inexorable 

trends of fashion which have increasingly constituted new symbolic clothing 

codes and their virtual identities while deconstructing the old ones (c.f. Davis

1992). This new eruption of design and fashion is not limited to garments but is 

even extended to household textiles. Sign values of these items among other 

commodities seem to replace their exchange values (Baudrillard 1981, Lash & 

Urry 1994) in the current consumerism in which, as Bauman puts it, the sensible 

strategy of “post-modern consumers” is to “keep each (life) game short, to beware 

of long term commitments and to refuse to be fixed one way or another” (Bauman 

1995: 88). This growing intensity of design in textile and clothing production, 

corresponding new consumer preferences and their very fast changes have 

apparently increased the importance of quality in production and of small batches 

in shorter runs, making the dynamics of the textiles much more complex than the
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single dimension of low cost. And the demand for this fashion content in textile 

products is clearly much more income-elastic than aggregate demand for textiles

These new dynamics in textiles and clothing have been also promoted by retailer 

chains which, as reported by researchers, have increasingly taken the control of 

global production of textiles and clothing (and home furnishing) in the new 

period. Dicken, for example, points out that in the early 1980s the world trade of 

final products of this industry channelled through the multiple retailers increased 

to three fourths; and this trend has continuously increased in the major developed 

countries, being the most important importers of the world-wide fashion trade 

(Dicken 1992: 246-247). Phizacklea in her detailed analysis of textile and clothing 

industry in the UK notes that virtually all retailers pulled out of manufacturing in 

the 1970s and 1980s and thus escaped from high risks involved in production, 

enjoying outsourcing relationship with factories at home and abroad (Phizacklea 

1990: 10-14). It is also indicated that due to increasing competition, these firms 

have also directed themselves to work for segmented or differentiated markets 

with substantial fashion and quality (or at least “quality look” goods) (Hirst & 

Zeithlin 1989, Totterdill 1992). As Gibbs points out, with these changes, the 

undifferentiated mass market for clothing dominated by major retailers has 

disintegrated and a new wave of retail changes has grown up associated with the 

growth of designer-led quality fashion (Gibbs 1988). It should be added here that 

not only retailer chains but wholesalers supplying shops in high streets have 

adopted a similar strategy (Totterdill 1992).

As the market has become differentiated and more and more led by fashion 

changes, producer firms should also upgrade themselves to meet the new rules of 

competition, despite the importance of low cost labour for them (Bianchi and 

Giordani 1993, Totterdill 1992, Wilson 1994). Technological innovations and new 

flexible production methods (particularly efficient subcontracting systems and the 

flexible use of labour) to increase productivity and to achieve the versatility of 

production at relatively high standards of quality (at least in the sense of good for 

value) seems to be compulsory to maintain a customer base. Under these
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circumstances, developing countries have no absolute advantage in textile and 

clothing production, stemming from their low cost structure. This means that 

cheap labour does not apparently guarantee the peripheral development of textiles 

and clothing. The complex structure o f the industry thus gives some developed 

countries’ firms a chance to take advantage of trade restrictions to rebuild their 

industry which was considered to be a “sunset industry” just a decade ago.

What sort of map do we have now? For this, let us start with textile industry. 

Although in the beginning of the 1990s developed countries have seen further 

decreases in their shares to around 60 percent (down from 71 per cent in 1978), 

they have still controlled the industry (GATT 1992, World Bank 1993). When 

looking at the most important ten countries in textile exports which controlled 68 

per cent of the world trade in 1991, we can see that there were six developed 

countries while there were four developing ones. Among those developed 

countries, Germany and Italy were still the strongest with the highest annual 

growth rate at around 7 and 8 per cent respectively during the 1980s. Nonetheless, 

East Asian countries, Hong Kong, China, Taiwan and South Korea with their very 

high annual growth rates (between 11 to 17 per cent) between 1980 and 1991 were 

placed in higher positions, successfully combining their low cost advantages with 

providing technological investments. In a nutshell, while in 1979 the first six most 

important textile exporters were developed countries, four of them were however 

replaced by those developing countries in the 1990s. As for clothing, developed 

countries have seemed to lose their leadership in the world trade of this sector. 

The share of developed countries decreased from 50 per cent in 1978 to 37 per 

cent in 1991. Only three main industrialised countries, Germany, Italy and France 

and one low cost European country, Portugal, were in the list o f ten most 

important countries which controlled 64 per cent of clothing trade world-wide in 

1991. While Portugal with its high growth rate at 17 per cent (between 1980 and

1991) secured its tenth place in the list, Italy and Germany, managing to grow at a 

high rate (both 9 per cent annually in the same period) continued to become very 

important in this trade just following Hong Kong and China, which led the world 

trade during the 1980s. Other developing countries showed a remarkable progress
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as well, particularly South Korea, Taiwan, Turkey and Thailand. Among them, 

Turkey and Thailand faced a massive annual growth rate at 35 per cent and 27 per 

cent respectively between 1980 and 1991.

This statistical picture confirms the argument in this section: developing countries 

have not managed to rule the textile and clothing sectors although their share h as 

continuously increased thanks to their low cost production. Particularly several 

developed countries have also shown successful performance. But this picture also 

illustrates that there is a difference between two different but symbioticaly related 

parts of the industry: developing countries have been more successful in the 

clothing sector which is labour intensive, but less successful in textiles where 

technological innovations have been so fast and extensive, as we will see in the 

sections below.

2.3 Large vertically integrated firm, vertical disintegration and 

subcontracting: overview of the concepts and elaboration of the argument 

with respect to textile and clothing production

In the foregoing, we have just said that the world-wide restructuring of textiles and 

clothing is multi-dimensional. In order to analyse this complex restructuring, the 

entry point is subcontracting and vertical disintegration as part of flexible 

production strategies, analysing them and their changing dynamics. Let us start the 

analysis with defining vertically integrated firms where there is no or little 

subcontracting.

A vertically integrated firm, generally speaking, is a firm which carries out all or 

some different stages of production, from raw materials to final products, in the 

firm itself (Chandler 1977, Davies 1987). Theoretically, it is a firm which extends 

its activities to component production, to some extent, with the aim of becoming 

an economic entity as independent as possible from  outside sources. This means 

that, instead of buying, the firm is supposed to attempt to make almost everything 

in the value-added chain of production. In its typical form, vertical integration is 

considered to be the very basic building block of the post-war structure of
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capitalist development characterised as Fordist. The climate of mass production 

and consumption in the heyday of national economies had, to a large extent, led 

many firms to move forward to varying degrees of in-house production -desirably 

full integration- in capitalist countries. Under these circumstances, firms sought to 

control the value-added chain via backward and forward integration in the process. 

These firms were the larger economic enterprises, and the more bureaucratic 

structures. Thanks to the recent restructuring, the climate of increasingly flexible 

production and global competition has appeared to challenge the visible hand of 

vertically integrated firms and their large bureaucratic structures. The current 

competitive environment requires firms to shuffle j^y  activity which makes 

them heavy on their feet. In many sectors, it is reported that this seems to have 

paved the way for a hegemony of vertical disintegration and complex 

subcontracting relations (Lebourgne & Lipietz 1988, 1992, Sabel 1989). Of 

course, this does not mean the demise of large firms. Instead, it means that large 

firms which want to be competitive in global markets can no longer afford to do 

everything and do it well. In other words, by the 1990s business conditions have 

apparently said to large firms: “if your own performance is not competitive then 

you must buy from someone who is”.

In the heyday of the vertically integrated firm in the post-war years up to the 

1970s, subcontracting was unsurprisingly regarded as an anachronistic form of 

organising production and as a characteristic of peripheral economies (Morris 

1988). Then, for such an inquiry, the current literature has been mostly generated 

from the discussions before the Second World War when subcontracting had not 

been treated as an anachronistic form. One of the main parts of the literature 

depends on Alfred Marshall, a British economist, who cleverly observed the 

organisation of industrial development between countries in the late 19th and early 

20th century and focused on how this differed from one country to another. In 

general words, Marshall analysed how economies of scale and competitiveness 

could be achieved by different countries; and he concluded, in the face of the 

challenge of large American companies, that Britain had to build current 

organisational system based on small and medium-sized firms in industrial
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districts, taking advantage of their agglomeration and external economies. In other 

words legally independent firms clustering together in space, bound into extensive 

local interfirm linkages including organisational mechanism of subcontracting, 

could successfully produce a final product and thus function as ""factory without 

walls'" which could compete with real factories (Marshall 1991).

Another major source was Coase who was also British and educated in the 

tradition of Adam Smith’s invisible hand but also had an opportunity to examine 

large American vertically integrated companies and their visible hands (Coase 

1991a, 1991b, 1996). Like Marshall, Coase in his essay published in 1937, looked 

for an answer to the challenge of American large firms. But unlike Marshall, he 

tried to find a nomothetic answer without entering idiosyncratic differences 

between countries. Thus he just sought reasons that directed a firm, in mundane 

terms, whether "to make itself or buy in the market" and concluded that the firm 

(vertically integrated) and the market (a group of firms) were alternative aspects of 

the very same transactions. In this view, transaction costs are the main points: if 

transaction costs in the market are lower than the economic transactions inside a 

firm, markets are more efficient for production and vice versa. At the 

interconnection of mainstream economics and organisational theory, the 

transaction cost mechanism is further developed mostly by the contribution of 

Williamson who, as Buckley and Michie (1996:11) put i t , ""really set about trying 

to put the meat on the bones" of the Coase’s theory. Williamson, in fact, has 

attempted to find the determinants of the most appropriate form of firms by 

focusing on asset specificity of investments (durable investments undertaken in 

support of particular transactions), as well as frequency and uncertainty in 

transactions. If these three elements are high in transactions, they would urge a 

firm to favour a make decision rather than a buy one (Williamson 1991, 1996).

What is interesting here is an assumption related to human nature: this classical 

transaction cost approach actually assumes that human nature tends toward 

opportunism (the fulfilment of one’s own interest even with immoral things) and 

bounded rationality (limited rational capacity of agents in transactions and
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inability of economic actors to write contracts that cover all possible 

contingencies), which pave the way for examining only obligational and a rm ’s- 

length contracting. Meanwhile several economists in their research for the new 

organisations in several countries show the importance of relational contracting 

based on benevolence and trust. It is pointed out that these cultural elements in 

transactions could constitute long term and stable relationship among firms which 

can even compensate losses stemming from high transaction costs in the short 

term or provide some security in uncertain business situations (Kreps 1996, Dore 

1987, Macaluay 1996). In a similar vein, with the acceptance of the importance of 

long term relationships, benevolence and trust the main discussion has evolved 

from market o f  independent economic agents and their contract relationships to 

netw’ork o f  interdependent economic agents and their long term relationships 

(Kuklinski 1994, Lorenz 1994, Oucci 1996, Lawrence 1994). .

This discussion on firm organisations and contracts however does not aim to be an 

in-depth consideration of historical and spatial epochs in the long run 

development of capitalism. The attempt to do that has come from heterodox social 

scientists inspired by the experience of new (particularly high-tech and craft- 

based) industrial spaces (districts) of “flexible specialisation” in some western 

countries (Piore and Sabel 1984, Sabel 1989, Scott 1988, Scott & Storper 1992a, 

1992b 1992c). This theoretical discussion is partly based on the industrial dualism 

approach which was in its heyday in the 1960s and 1970s. Generally speaking, this 

approach identified a secondary (peripheral) economy, almost the residual o f the 

prim ary one, which had the best access to technologies and capital resources and 

provided better jobs in the job market; and indicated subcontracting as a possible 

form of relationship between the two segregated economies. In this framework, 

the basic aim of outsourcing from firms in the primary sector to firms in the 

secondary one was apparently to take advantage of wage differentials and disparity 

between firms with regard to their unionisation. In other words, the aim was to 

benefit from low cost labour.
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Two things are particularly important here: first, the secondary sector is basically 

defined as unstable, uncertain and nan-standardised', they were indeed 

nonessential characteristics in the post-war Fordist economy up to the 1970s. 

Nevertheless, since then, they have recently turned out to be new priorities with 

the emerging external conditions, particularly the changing face of the markets. 

The second point is related to the technology which appears as a key variable in 

strategies for the new markets. In Fordist production, where standardised, certain 

and stable production was the rule, the viable technology was mass production 

(especially the use of dedicated machinery and semiskilled labour) which was 

exclusively available to the primary sector. In this technological structure, 

subcontracting was limited by technology or technological difference between the 

two sectors. In other words, subcontracting in such a situation could basically 

happen in the manufacture of less differentiated and rather labour intensive 

products which can be subcontracted cheaply but without losing quality. Flexible 

technology, however, which can permit more differentiated products, shorter 

product cycles, just-in-time inventory management techniques, more skilled 

workers able to use general purpose machinery, is thought to be necessary for 

success in the new markets. And the importance of this technology seems to 

bridge the technological differences between these two sectors in a successful 

production.

It is capitalism turning upside down in this way which makes the previous mass 

production technology and its regulatory institutions enter into a crisis. It is said 

that we have witnessed the extensive subcontracting relationship as well as the 

successful development of small firms and the emergence of twentieth century 

variants of "industrial districts" (Piore and Sabel 1984, Fyke et.al. 1990, Fyke & 

Senberger 1992, Sabel 1989, Scott 1988). The successful development of small 

firms in industrial districts has led the researchers to reinvent Marshall for the 

analysis of this new phenomenon and formulate historically and spatially specific 

development models which analyse the current trajectories of capitalism. It is 

generally thought that locational proximity between different vertically 

disintegrated agents in these districts offer emerging external and agglomeration
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economies which are assumed to offer some Marshalian benefits. It is said that in 

such places external market-governed transaction costs can be reduced; they can 

allow accumulation of knowledge or skills among workers and build up an 

industrial atmosphere; face to face contact and already existing social ties can 

erect mutual trust among producers; they can promote incremental innovation via 

learning by doing and learning by using.

These claims may or may not be tenable. But they have brought very critical 

discussions about corporate structures and spatial development in the current 

capitalism. I do not address myself to the analysis of the general propositions, 

Instead, I attempt to customise these general arguments in the realm of textile and 

clothing, critically evaluating them in a specific field.

It is often assumed that textile and clothing has a similar path of development to 

the general industrial story summarised above. In fact, as the value added chain of 

textiles and clothing from supplier to buyer has expanded across national borders, 

it is reported that large firms at the global level are now following fragmentation 

and disintegration strategies (Baker 1994, Totterdill 1992). Nevertheless, it might 

be equally assumed that this tendency cannot define a single and strictly omni

present pattern of restructuring, but that its diverse patterns will be varying in 

different sectors and places. What does this mean for textile and clothing 

industries then?

It is generally agreed in the global economy that the ratio of value added to price 

in textile and clothing production becomes larger as one goes downstream from 

fibre-yarn to clothing (Findlays & Itoh 1994; Meyanathan & Munter 1994). This 

means that retailers or wholesalers, then clothing firms, are likely to secure high 

proportion of the value added that the industry produces, while fibre and yam 

producers are subject to the harsh competition from downstream profit 

opportunities. Under these circumstances, one may ask what kind of strategy these 

fibre and yarn firms (many of which are large firms (Dicken 1991, Toyne 1984)) 

can follow. Although no single answer can be given to this question, there has
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been evidence that some large spinning firms have attempted to integrate 

themselves forward towards weaving, finishing or clothing sectors in some 

developed and developing countries (Itoh 1994; Meyanathan & Munter 1994). 

This does not however mean that these large firms generally create supplier-free 

firms. Instead, increasing additional profit margins, they seem to have 

subcontracting relationships with suppliers in new production units, which may 

provide them flexibility. These subcontracting relations are generally in the form 

of capacity subcontracting (in which parent and subcontractor firms engage in 

similar work and are more mutually competitive) rather than specialisation  

subcontracting (in which parent firm and subcontractors are in different but 

complementary production). In this sense, vertical integration can be obtained 

without the disadvantages normally associated and this is generally termed a 

vertical quasi-integration (Blois 1996, Lebourgne & Lipietz 1988, 1992).

Nonetheless, the possibility of such a process also depends on the nature o f the 

product groups in which firms have been engaged in. We have already said that 

industrial production in general, and textile production in particular, has been 

operating in an increasingly unstandardised, uncertain and unstable climate. This 

climate has seemingly coincided with the emergence of a very competitive global 

market in which it appears very difficult for a firm to form a customer base. 

Nevertheless, fast fashion changes and fragmented demand, as mentioned above, 

have been the main forces responsible for the emerging non-standardised 

production. But it seems impossible to define all product categories at the same 

level. There are still some products which can be described as semi-standardised: 

for instance, men’s formal shirts, formal business suits, and some household 

items. The markets for these products are likely to have large volumes of demand 

and there might possibly be room for producers to take advantage of economies of 

scale. In this case, it may be possible to enjoy vertical integration and to become 

flexible enough by using capacity subcontracting or, as we will see later, by using 

workers in more adaptable ways.
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Another problem is the nature of the relationship between large and small firms 

while capitalism is turning upside down in this way. Although it is said that this 

relationship has been arising because of its advantages for the adaptability of large 

firms against emerging conditions, it is wrong to think of this relationship as a 

smooth rapprochement. In fact, the relationship needs a well established 

organisation, a good co-ordination system led by large firms particularly at the 

level of educational and technological support; reinforced by state policies 

towards small firms. It is reported that where there is slow development progress 

in small firm clusters, high technological incompatibility between large and small 

firms and the lack of state policies, large firms may tend to choose in-house 

production with limited subcontracting (Beneria 1992, Capecchi 1989).

So far we have discussed possible relations between production-based large and 

small firms. In textile and clothing, one of the main subcontracting types however 

is commercial subcontracting where parent firms are wholesalers and retailer 

chains which are basically not in production themselves. As mentioned above, 

global textile and clothing production has become a buyer-driven commodity 

chain in which retailers and wholesalers are extensively engaged in international 

subcontracting. One of the patterns of such a chain is that retailers may give 

subcontracting orders to large production firms in different countries; these large 

firms in turn may either subcontract some of the work to a second tier, mainly of 

small or medium-sized producers or do in-house production. In another pattern, 

this chain can be carried out via mediator trade firms which can organise (mostly 

small and medium sized firms) to carry out the production. The widespread 

presence of this second pattern has seemed to open up substantial opportunities to 

small and medium sized textile and clothing firms via extensive subcontracting 

relations (Harrison 1994b, Totterdill 1992).

2.4 Districts and networks

In the foregoing section, I just mentioned that social and cultural elements 

particularly with respect to trust and benevolence in transactions have come to the 

fore in transaction-cost economics. Meanwhile flexible specialisation theorists 

have emphasised a similar approach, indicating the importance of these elements
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for the successful development of subcontracting relations as well as the 

development of small firms. In doing so, they both underline the importance of 

networks, specific type of relations linking defined sets of producers. They are 

neither market relations of independent agents through discrete and contractual 

exchanges nor hierarchies of permanent bureaucracies and their administrative fiat 

(Powell 1996). They are instead interdependent and long term relations (not only 

among firms but also between firms and other agents, like public or quasi-public 

organisations). In this sense, individual agents in a network do not prefer to exist 

by themselves but to be in relation to others (in other words, staying in the 

network is better than exiting). These voluntary relational ties between agents are 

channels for transfer or flow of resources. Therefore, the climate in a network, is, 

generally speaking, open-ended and mutually beneficial, though there may be 

opportunism and suspicion (Bull et all 1992:139-171).

Industrial districts, typically described as having the clusters of sectorally 

specialised, spatially concentrated small and medium sized firms which show a 

remarkable growth, have appeared the most important examples of networks. It is 

reported that there have been many craft-based districts in Italy, and some others 

in Spain and Portugal where there had mostly been artisanal production until 

recently; researchers have also found a number of high technology districts in the 

USA and Britain, as well as both craft-based and high technology-based districts 

in Germany. Among these, Italian districts, which are termed “Third Italy”, appear 

to be the best documented and well known districts, and the most important ones 

in terms of textile and clothing; so far over 60 craft-based districts have been 

documented, many of which are in textiles and clothing, followed by furniture.
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shoes and ceramics^. These industrial districts in developed countries appear a 

very important development model with their success in achieving international 

competitiveness and sometimes in attaining high employment standards.

These sectorally specific and spatially concentrated districts are found to have 

high levels of linkages among firms for production, exchange o f goods, 

information and people, facilitated by a common cultural and social background 

and identity. These characteristics are considered to provide mutual trust and 

competitive co-operation among the parties and to increase their commitment. A 

high level of public and private partnership is another element in these industrial 

districts, creating specialised service centres, strengthening infrastructure and 

launching initiatives for supporting the industrial sector. It is also argued that these 

districts do not achieve their competitiveness through low cost labour and a 

deregulated labour market environment, termed by Pyke and Senberger ( 1992) the 

loM> road to restructuring. Instead, they follow a high road to restructuring where 

the upgrading of the market and technology is at the centre of the strategy through 

product improvement, innovation, and fashion awareness. Frequent exchanges in a 

co-operative competitive form lead to the adoption of common technical 

knowledge, often to a rapid incremental diffusion of these innovations and 

improvements. This process is also shaped by public and non-public institutions. 

Related to this innovative mood, this strategy also takes labour force as a resource 

not as a cost, placing a high value on the quality of the labour and establishing a 

M’in-M’in relationship between capital and labour. In these districts flexible use of 

labour is the order but not at the price of destroying workers’ confidence and 

motivation. High flexibility, variety and variability can be attained thanks to the 

network of business relationships between local entrepreneurs, and to the support 

of public and quasi public organisation and to the flexible use of labour.

Nonetheless, the industrial district model has been criticised at two main points. 

First of all, it is indicated that this is a set of stylised facts rather than a model and 

does not have much analytical power but is a desired goal (ideal), which can be

^For perhaps the best compiled editions o f  works on industrial districts, see Pyke et.al. (1990) and
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found in a few places and possibly overestimated in others (Humprey 1995). For 

instance, based on the Italian experience, Amin and Robins show that many 

places, interpreted as districts in the literature appear to be little more than the 

rural clusters of small and family firms producing the same finished or 

intermediate good (usually medium to poor quality) for large subcontractors or for 

wholesalers in the open market” (Amin & Robins 1990: 199). It is also said that in 

weakly- articulated industrial systems, these firms tend to be isolated, highly 

dependent on a few buyers, barely able to improve their market position and 

receive little support from the rest of the system. Additionally, producers with 

their few entrepreneurial or marketing skills are also reported to be often in fierce 

competition with each other as a result of close product similarities as well as 

severe pressures on prices, notably from subcontractors. Some other studies also 

show that the advantages of the “high road to restructuring” overestimate the 

benign “win-win” character of labour relations (Amin 1989, Camagni and 

Capaello 1988-quoted in Simmons and Kalantridis 1994). There is even a study on 

the most famous district in the Third Italy indicating widespread exploitation and 

poor working conditions, not only regarding immigrant workers but also domestic 

people, especially young people (Capecci 1989).

Another problem is related to the snapshot character of most of the analysis for a 

very dynamic process which seems to freeze the development at a given point of 

time. Some observers (Amin & Robins 1990, Harrison 1991, 1994a, 1994b) argue 

that the industrial district is a transitional phenomenon which will be dissolved or 

transform its power structure forms other than co-operative competitive. 

Regarding to this transformation in a network (apart from its dissolution which 

would mean the end of the network), two polarities can be defined: they are 

associational and hierarchical networks (Sayer and Walker 1992:131-132). An 

associational networks is, generally speaking, an egalitarian network in which 

partners are more or less equal in size and power, both co-operating and 

competing with each other on a voluntary basis, governed by the relations of trust 

and sharing information and learning.. A hierarchical network however is of

Pyke & Senberger (1992).
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asymmetrical power distribution. A  leading firm puts out segments o f a 

production system to many suppliers and exerts its power and control over the 

network, but not in a coercive way (i.e. the climate is still to some extent mutually 

beneficial). In between these two polarities we can define another network which 

may be called a network o f  chaos (Ruidlock and Tulder 1995: 78-79). This 

network is less egalitarian and less hierarchical in which firms interact in an 

unstructured manner. Even if there are some large firms in this network, no firm 

can establish its control; even large firms have to comply with the influence of 

suppliers. In this case, firms are basically in continuously searching mode.

As we have seen before, the industrial district model generally refers to 

associational (or competitive co-operation form). However, several studies on the 

successful districts show that there has been a constant change in power 

relationship and the emergence of asymmetrical development in districts thanks to 

certain contingent factors, mainly different entrepreneurial capacity in terms of 

capital, knowledge and talent among firms. This means that districts may possibly 

go through a process in which large firms can emerge. Alternatively it is also 

indicated that in parallel with the successful development in districts, large firms 

from other regions can take the control of the districts through mergers and 

acquisitions. In either case the network relationship would be on the way from an 

associational to a hierarchical network, or be fragmented if large firms can afford 

in-house production (Asheim 1996, Belussi 1996, Harrison 1994a, 1994b).

It is also indicated that districts may also become transformed as they pass from 

one stage of development to another through research and design activities which 

may affect the structure of districts (Amin & Thrift 1992, Dimou 1994, Ottati 

1996). For example, a change from production to design or commercial 

specialisation is likely to affect a local production network and may even make it 

dissolve, if successful firms transforming themselves to design firms start to build 

up production linkages not confined to their districts. In this case, some firms turn 

to lower cost countries for all their production or for acquiring some intermediate 

products (then bringing them into the district for final touches or for selling). This
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can cause an important disequilibrium between supply and demand and induce 

destructive price competition among local subcontractors in districts.

Because o f these problems, the trend of the current research programme has been 

shifting from an industrial district analysis to an analysis which aims to grasp the 

dynamics of networks, to be alert to the changes in their patterns or to be alert 

even to their dissolution. In such an analysis underlining inter-firm linkages and 

other local relations in different typologies, it is focused on changes in bargaining 

power among agents, in trust relations, in its innovative structure and in their 

orientation towards labour relations (Asheim 1996, Bellandi 1996, Belussi 1996, 

Bull et al 1992, Capello 1996, Cooke 1996, Cooke & Morgan 1993, Heidenreich 

1996, Ruigrok & Tulder 1995, Sayer & Walker 1992, Varoldo & Ferrucci 1996). 

This shift also opens up a promising research area in developing countries, which 

could be hardly considered to have industrial districts since their basic competitive 

power is low cost labour. In fact although developing countries are highly likely to 

take a “low road to restructuring” which is totally against the logic of the 

industrial district model, it has been reported that some local clusters (with high 

level of inter-firm linkages) in some developing countries have shown a 

remarkable development (Cawthome 1995, Fleury 1994, Humphrey 1995, 

Rabellotti 1995, Schmitz 1995, Schmitz & Musyck 1994).

2.5 Trust and risk

Trust has always been the important “lubricant” of social life and business (Arrow 

1974:23). In parallel with the recent developments in contemporary capitalism in 

terms of increasing globalisation and subcontracting activities, trust however has 

been getting more important. This is apparently the result of increasing risk and 

uncertainty in transactions when the flow of subjects and objects in these 

transactions has gone beyond the national boundaries and become more 

synchronised with the global scale. In-house production has been transformed into 

globally, nationally and locally subcontracted-production services which have 

seemed to expand the possible number of contingent levels with an increase in 

transactions. In these transactions, trust has been the key mechanism for the
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minimisation of danger and uncertainties and can save people a lot trouble in such 

risky environment.

For the analysis of trust, I would like to borrow two interrelated concepts from 

Anthony Giddens: in his influential structuration theory, Giddens, paying attention 

to trust as the foundation of social life, gives two different aspects of trust, namely 

basic and active trust (Giddens 1989: 278-79, 1992: 79-149, 1994a, 1994b). The 

basic trust, which is seemingly what economists call ""institutional trust " (Zucker 

1986:54), secures confidence in transactions between individuals by allowing 

them necessary tools which make exchanges possible, also gives them confidence 

in professional expertise across indefinite spans o f space and time. Thus it 

provides technical effectiveness to all kinds of transactions. For instance, if a firm 

in a developed country wants to move some parts of production to a less 

developed country (or just wants to have subcontracting relations there), this 

decision will partly be based on the level of acceptable risk where the firm can get 

advantage of low cost in developing countries at certain quality. In this risk 

assessment, factors such as political and economic stability, general facilities, 

competence levels in production and accurate information about domestic firms 

(their track records) appear to be crucial. If a developing country fails to provide 

these at a reasonable risk, it seems to be difficult to internalise those firms in such 

a network of global production system irrespective how close it is.

Let us consider now what Giddens calls, active trust, a mechanism of moral worth 

which can extend the technical efficiency of basic trust. According to Giddens, 

this mechanism has been increasingly significant in “the global society” which 

generates the high level of risk (Giddens 1994a, 1994b and c.f. Beck 1994). This 

is the trust that has to be energetically built and sustained among actors in 

transactions. It is at the origin of new form of solidarity today in contexts ranging 

from intimate personal ties even in some circumstances to the global systems of 

interaction, mainly in environmental organisations for common cause. In the 

language of economics and organisation theory, it is the trust that can be described 

as goodwill trust, informal trust, sentiments of friendship and the sense o f more
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diffuse personal obligation and mutual expectations of open commitment to each 

other. In other words, it is a commitment may be defined as the willingness to do 

more than is formally expected (Bradach and Eccles 1991, Lane 1996, Sako 

1992).

Networks need passive trust by definition. But this is not enough. They need 

active trust, trust of not strangers but acquaintances. In the industrial district or 

general network approach this trust is a guiding principle of business relations. It 

is contingent in character and can be best built through the idiosyncrasies of 

actors and personal contacts. It is facilitated by common background and identity 

among a community like kinship, ethnicity, political or religious affiliation. This 

trust evolves over a long period when people learn through their experiences and 

repeated contacts which are more frequent with spatial proximity. It is a product of 

a pre-existing cultural condition which nurtures economic interactions. 

Nevertheless, it is always in the making and easier to demolish than to build. It is 

indicated in several studies that the intense competitive pressures and destructive 

forms of price competition among local subcontractors (mostly stemming from a 

slow down in the growth process and corresponding strategies of large firms 

finding different subcontractors elsewhere) can easily diminish the atmosphere of 

trust. In order to sustain the trust and co-operative interactions, the necessity is to 

create long term success in economic development and local institutional 

mechanisms for the resolution of conflicts.

As Storper points out, trust is a double-edged sword (Storper 1990). It can be a 

private form of socio-economic co-ordination or it can be highly generalised and 

can become a public form. In the former, whose extreme case can be seen in the 

Mafia organisations, new entries can be restricted, while the latter serves certain 

transactions for the established actors and at the same time allows new entrants. 

Perhaps no local network stands at these polarities but in between. For instance, if 

there is a continuous growth in a local production network, there would tend to be 

some immigration which may dilute the trust o f the network, especially when it is 

based on social similarity, kinship or ethnicity. In particular if there is a high
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number of newcomers, this might also increase competition; and especially when 

accompanied with business instability, it could disrupt trust relationship in the 

network as happened in the City of London {"My word is my bond’Aater to be 

replaced by "My word is my junk bond’)  (Lash & Urry 1994; 288/ This private or 

public nature of trust mechanism is not only related to newcomers but also 

different interest groups. In other words, although there can be some active trust 

among producers based on their social network, this relationship may not 

necessarily be extended, for instance, to labour.

Not only newcomers but changing power relationships may affect the progress of 

a network. As mentioned above, even if we assume there is initially a network of 

equals, in a competitive environment, there might be an asymmetric development 

which would change the power structure. This development may affect the trust 

relationship by either destroying and replacing it with coercive relations or as has 

been observed in Japanese cases, transform itself from trust-based on co-operation 

to trust-based on loyalty to authority (Lane 1994, Sako 1990).

2.5 Innovation

The search for low cost labour is not a simple matter. The founder and chairman 

of Benetton, perhaps the most successful textile and clothing company o f the day, 

says: ”a move overseas could just be the start o f a nomadic journey^ in search of 

cheaper labour; if you do (...), maybe in five years’ time that is not a good place to 

manufacture anymore''"^. If they do not move, according to the tycoon, they need 

(unsurprisingly) “better imagination, research and quality improvement”. 

Nevertheless, this does not seem a problem only for firms in developed countries. 

Many of the foregoing studies on textile and clothing industries show that if firms 

in developing countries continue their strategy merely on low costs, there is 

always a chance to lose their price advantage and then their competitiveness to 

another developing country which is a newcomer into global textiles and has even 

lower cost of labour (Schmitz 1995, Totterdil 1992). Thus, developing countries’

’ Italic is mine.
4 D. Owen, Independent on Sunday-Business, 18 February 1996.
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firms as well should think about other things apart from cost advantage, notably 

better imagination, higher quality for better markets, flexible production in shorter 

runs with wide range of product variety, to secure their place in the global market.

“Innovation” is the key term here. What I mean by innovation is a transformative 

capability (Bull et all 1994) of a firm or a network to secure the future in the 

current very competitive situation, to sustain their production in what Lipietz 

(1992) call an “offensive” fashion, rather than “defensive” where one can only 

resort to regressive labour relations. This could mean first, technological 

innovation in the sense of new ranges of products or industrial processes. But it 

can also mean new forms of work organisation and management, or of problem 

solving related to the production and marketing processes which can be called 

social innovation. What sort of innovation of technology is relevant in textile and 

clothing industry? First let us look at the technological situation briefly.

It could be said that until the 1960s the technology of the textile and clothing 

industry was stable, when the industry was targeted to produce fairly standardised 

goods. During the last three decades, in parallel with intensified competition in the 

world market, the industry has, generally speaking, witnessed radical 

technological innovation, but this has mostly happened in the textile part o f the 

industry (Dicken 1992, Toyne 1984, Tekstil Teknik Augusi 1991). Basically in the 

1960s, there had first been a technological breakthrough in textiles which would 

increase the speed of production significantly. The main technological 

breakthrough has happened in spinning with the introduction of open-ended 

spinning (which combines what were formerly three separate processes into a 

single process using rotors instead of spindles), and in weaving with shutleless 

looms which have replaced conventional shuttle looms. Parallel development has 

happened, albeit to a lesser extent, in knitting and finishing. In the 1970s further 

technological developments decreased the number of workers and time involved 

in the textile production. Later on, thanks to the diffusion of microelectronics 

revolution in the process, the textile industry has become highly automated, and 

able to do shorter runs and to respond to market changes. This revolution has also
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further reduced the number of workers but to some extent the need for skill at 

machine. There have also been developments in new man-made chips and fibres, 

thus new materials which have enabled manufacturers to succeed in product 

differentiation {Tekstil TeAMzA: November 1990, September-October 1994).

While the textile part of the sector has had this spectacular run in terms of 

technological innovation, it is hard to say that there has been a big change in 

sewing (assembly) process, the core process in clothing production, since a sewing 

machine was introduced a century ago. The main technological developments, 

however, have been in non-sewing operations. Owing to the micro-electronic 

revolution, pre-assembly design, pattern making, cutting, grading and marker 

making as well as post assembly processes quality control & packing have been 

highly transformed. This innovation has recently made it possible for all these 

processes except design to be highly automated. The use of computers in design 

has also increased the productivity o f designers substantially. And these electronic 

systems have separated design activities from the locations where the 

manufacturing takes place. In a nutshell, despite there not being much difference 

in the assembly process technology (due to the other revolutionised processes), 

clothing production has faced substantial productivity gains, with shorter time and 

less workers, notably owing to the automation of cutting, sorting and related 

activities.

Technological development is a very important but not the only step for 

innovation in the sense of a transformative capability. Since innovation is 

dependent on the application of technologies to specific purposes in given 

institutional contexts, it always needs the coexistence of harder and faster 

technological innovations on the one hand, and less tangible social innovations on 

the other. It is reported that in some cases social innovation can even surpass 

technological ones as in Toyota case: the smooth, faultless and flexible production 

of Toyota is not coming from automation but autonomation, which is automation 

with a human brain, where even a low technological system can produce more
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sophisticated results than high-tech ones (Elam 1994: 47). As for textiles, in the 

examination of Bennetton, Phizacklea summarises the company’s strategy as the 

best of two worlds, a delicate balance between technological and non- 

technological innovations including taking advantage of low-cost labour via 

efficient subcontracting (Phizacklea 1990).

If we talk about a single and large firm (for example a yam firm doing in-house 

production), innovation can be basically related to its own managerial ability and 

efficiency. If the concern goes beyond this to a cluster of firms in a production 

network, it is possible to say that this is then related to collective efficiency of 

firms through their learning by doing, learning by using practices as well as 

planned action through institutions and business associations (Asheim 1995, 

Bellandi 1995, Heidenrecht 1995). Learning abilities are likely to be high, since 

the proximity of firms and mutual trust increase the possibilities of knowing and 

imitating each other. Even though leading firms in innovation might not want to 

release their information easily, in such places information circulates faster and 

industrial secrets are less defensible; thus these leaders would possibly be pushed 

to defend their competitive power with continuous innovation. This is the main 

source of innovation in networks. There seems to be two problems here. First of 

all. despite this optimistic conceptualisation, innovation in the network of small 

and medium-sized firms is incremental, through gradual improvement of the final 

product. With this innovation, small firms may suffer from the lack o f new 

technologies and expertise in financial management, and from inefficient know

how for research and design activities. This may not be a problem, for instance, in 

clothing where innovations are generally incremental, but may be a problem in 

fabric production where there are epoch-making innovations. Furthermore, there is 

no guarantee that a network will sustain such incremental innovations since 

participants may always find easier ways to secure their profits, for instance with a 

strategy based on low cost labour. Because of this, there seems a need of planned 

action of collective efficiency, facilitated notably by public institutions to 

consolidate the growth.
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2.6 The state

It is possible to find two different kinds of general attitude to the role o f the state 

in the literature of contemporary capitalist restructuring, each in its broad 

framework, referring to developed and developing countries respectively. For 

example, Morgan and Sayer in their Micro Circuits o f  Capital, indicate that one of 

the neglected aspects in most of the restructuring studies on advanced capitalist 

economies is the role of the state in the process (Morgan & Sayer 1988). 

According to them, the state has mostly been treated in the stories of the current 

transformation as a passive instead of an active entity, or little attention has been 

devoted to the systematic discussion of its active role; this idea is also endorsed by 

Adams and Tickell (1993), Goodwin, Duncan and Hallford (1993), Jessop (1990) 

and Lovering (1989)\ There has however been a tendency to put the state in a 

proper place in the analysis o f capitalist restructuring at national and international 

levels; in another instance, an approach appears in political sociology, which 

clearly gives a key and an almost autonomous role to the state in societal 

development and calls for bringing the state back in social research (Evans et al. 

1985, Mann 1992, Miliband 1983). It seems that there is an opposite tendency in 

the literature regarding developing countries. In a recent edited book on Egypt’s 

and Turkey’s development process, authors indicate the underestimation o f society 

vis-à-vis the state in the literature and call for the bringing the society back in 

such analyses of these countries (Oncu et.al. 1994). In another context, Shieh, in 

his interesting book on subcontracting and small firm development in Taiwan, 

indicates that the statist approach which has still dominated the research o f East 

Asian development fails to pin down the actual and very important roles of 

producers in the regions’ success; and consequently he calls for a production- 

centred approach (Shieh 1992).

In both cases, the situation seems to indicate attempts for a more balanced analysis 

of the political, economic and social forces in societies. Of course, this does not

' It is also explicitly or implicitly stated in these studies that although even such an approach like 
the Regulation Theory which clearly pays attention to the mode o f  regulation in capitalist 
development and identifies the state as a key component o f any mode o f  regulation, the actual
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rule out variations in the relative importance o f the state in social structures in 

different countries. One could argue that there is still a difference between 

developed and developing countries in this respect- in particular the 

overdeveloped nature of many developing countries’ states versus their markets. 

But equally, it is not possible to maintain that these different contexts are non- 

bridgeable or mutually exclusive, particularly as the spatial level of social and 

economic interactions goes beyond national frontiers to the global level and as the 

industrialisation of periphery has been significantly increased^.

Meanwhile, the rising globalism also brings the argument of the hollowing o f  the 

nation-state (Lash & Urry 1994, Taylor 1996). However, there is also another 

argument which acknowledges the stretching of social interactions to the global 

level, but posits that globalism still needs political and geopolitical nudging since 

the global economy is not yet a planetary economy^ and lacks substantial 

regulation at the global level; the transnational corporation as the primary power 

of globalism is still not totally free from its nationality and this is not irrelevant to 

corporate behaviour. This argument basically concludes that nation-state dies 

hard, and can still be effective, albeit less effective compared to the ancient 

regime, becoming one of the layers of the power map of globalism alongside the 

global economy, and other sources of the power, mainly non-govemmental 

organisations and even globally organised crime (Castells 1996, Hirst & 

Thompson 1996, Mann 1997).

There is no room to extend this argument here. But we should look at the textile 

and clothing industry from a view point which permits us to see and understand an 

active role of the state in restructuring. We can basically identify two kinds of 

state policies in terms of textile and clothing industry: policies aiming at trade

process through which economic and social forces are translated into state activity is rarely 
examined
^Nowadays, one even can witness the flows o f  policies from the periphery to the core; the 
Financial Times, for instance, reports that the success o f  some east Asian states whose policies 
have dramatic long run effects on the performance o f  their economies and welfare o f  their peoples 
profoundly affect policy makers in the west (September 18, 1995).
’’ This means that the global economy does not include whole planet excluding a substantial 
proportion o f  world population.
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restrictions and polices aiming at encouraging the restructuring and upgrading of 

textiles and clothing, including labour conditions and wages. Let us briefly 

examine these roles.

Textiles and clothing have become politically sensitive products and their trade 

has been a battleground particularly since 1974 when the legal structure o f the 

international textile trade was basically established with Multi Fibre Arrangement 

(MFA). Roughly speaking, on the one hand, there are some brisk developing 

countries which have boosted their textile and clothing exports and are very 

determined to carry on this dynamic expansion. On the other hand, there are 

developed countries which have eagerly protected their domestic textile and 

clothing industry in the face of a massive inflow of competitive imports. In this 

basic conflict of interest, the developed countries have unsurprisingly, made 

textile trade and clothing industry the main industry to which special international 

trade regulations apply in the form of trade restrictions. These restrictions have 

been mostly based on the General Agreement on Tariffs and Trade (GATT) 

(concluded after the second world war and marked the beginning of the legal 

structure of international trade based on principles of free trade) but have not ruled 

out safeguard measures (tariffs and quotas) under certain conditions when 

domestic producers have suffered serious injury from increased imports (Blokker 

1989, GATT 1992, Toyne 1984, Zheng 1988). Taking advantage of these clauses 

on safeguard measures, in the beginning of the 1960s the states of the major 

advanced textiles countries initiated separate international arrangements which 

exempted the international trade of cotton textiles from GATT rules. In 1973 the 

Multi-Fibre Agreement (MFA) with its more developed supervisory and dispute 

settlement framework, was concluded. Not all the applications of trade restrictions 

started with the MFAs; some were bilateral “gentlemen’s agreements” between 

exporter and importer countries, which have set the restrictions higher than the 

arrangement under the MFAs.

As a result of these restrictions, the trade of textiles and clothing have become a 

politically very sensitive system in which, it is reported that, virtually all
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industrialised countries’ producers and textile lobbies have pressured their 

governments to protect their industries in the face of massive imports (GATT

1992). Nevertheless, it is also reported that while the strict regimes of tariffs and 

quotas were imposed by industrialised countries particularly during the 1970s and 

1980s, the 1990 have witnessed their replacement by looser regimes. And on 16 

December 1993, international trade regulations entered into a new era with a 

successful conclusion to the Uruguay Round which gave birth to an ambitious 

world trade liberalisation treaty (Financial Times 17 December 1993). The main 

impact of this treaty on textiles and clothing is that MFAs will be abandoned over 

10 years after 1995. In other words, tariffs will come down, quotas will be 

gradually eliminated and eventually abandoned in 2005. This means that 

developing countries will perhaps be able to sell more textiles abroad.

In fact, although textiles and clothing is regarded as a “sunset industry” in the 

industrialised world, no government has been prepared to allow the industry to 

fade away completely. The defensive strategy may be necessary for them, but is 

not sufficient. It is also necessary for those states to support their domestic 

industry to avoid it being trapped in a non-competitive product cycle. Even though 

state policies vary in different countries in terms of their contents and 

implementation, they, generally speaking, support surviving textile and clothing 

firms with a wide range of services aimed at stimulating their competitive power 

or encouraging them in voluntary euthanasia of non-competitive parts by generous 

financial compensation (Baker 1994, Curran & Blackburn 1994, Elam 1992, 

Walsh 1989). In order to stimulate firms and to adapt themselves to the new 

conditions, broadly speaking, investment assistance and subsidies programmes, 

training of labour and management, technical assistance, support for research and 

development have been widely used in many developed countries. In some 

countries, notably in Germany and Italy’ these supports have been successfully 

canalised to small and medium-sized firms (Totterdil 1992).

One of the most important aspects of such supports has thus been the increasing 

importance of local and regional states. Thanks to the increasing pace o f global
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interactions between localities in current capitalism, there has been an emerging 

phenomenon (mainly in the Western world in recent years) that there is an active 

involvement o f local governments in the economic development as well as the 

construction of local coalitions between them and other local institutions for a 

better future in their places. Remodelling the notion of public and private 

partnership in an offensive fashion, local governments have apparently taken an 

entrepreneurial role to protect jobs, to strengthen local industries, technologies and 

skills, to train labour and to stimulate new investments. In terms of the textile and 

clothing industry, it is reported that local governments, particularly in industrial 

districts, have been of paramount importance for consolidating growth with 

particular attention to small and medium-sized firms (Cooke 1995). It is also 

indicated that local government is almost the sine qua non organisation in order to 

speed up innovation in districts, to upgrade districts to new echelons of 

development and create new atmosphere of trust. If there is no local government 

support, it is pointed out. there could still be spontaneous bottom up growth but 

this can scarcely sustain itself in textile and clothing districts or many in others 

(Brusco 1990).

It is very difficult to generalise all developing countries into a single typology, 

considering the vast differences among them. However, it may perhaps be argued 

that there can be some similarities among those countries’ state policies in terms 

of textile and clothing industry which is a “sunrise industry” for many developing 

states following an export promotion strategy. First of all, faced with severe 

restrictions under the MFA. developing countries’ states have played a role in the 

international arena in helping the industry to penetrate non-quota markets, and 

have made efforts on loosening the quota arrangements. In the meantime, most 

developing countries have also taken some measures to protect their industry with 

some tariff walls, import prohibitions or other non-tariff and qualitative 

restrictions as well. These measures vary from country to country but one can say 

that with the progress in the export promotion strategy, there seems to be a gradual 

and important liberalisation to bring some stimulus to their domestic industry to 

be more competitive (GATT 1992).
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Additionally, there are anti-dumping investigations and charges which function as 

protection measures. They target subsidised imports to a country and allow 

destination countries to initiate an investigation to determine whether these 

subsidies are at a level to constitute unfair competition according to the GATT 

rules. Many developing countries have been faced with such investigations. 

Although one may perhaps explain the reasons for these investigations in terms of 

the victors ’ justice to protect their industry, it is true that many developing 

countries’ states, except some very successful ones in the Far East, have not been 

able to combine direct financial allowances to exports and institutional supports 

(constructing substantial export marketing strategies, labour training, research and 

development programmes). It seems that the direct financial supports apparently 

surpasses the other institutional supports in the strategies of the state policies 

(Anderson 1994, Anubhai and Mote 1994, Raffalei 1994). This imbalance 

situation weakens not only the positions of many developing countries vis-à-vis 

anti-dumping investigations but also their chances to upgrade the domestic 

industries much more properly and firmly to compete in the global markets .

In addition, state supports in many developing countries have partly failed to 

support small and medium-sized firms. This can be a planned choice for them, 

seeing large firms as the primary engine of export promotion, or it can stem from 

inefficiency and ineffectiveness of the policies. As Schmitz and Musck (1994) 

point out, in developing countries public institutions providing support to small 

and medium-sized firms are not equipped in terms of budget, managerial or 

executive capacity for dealing with more than a small percentage of the clientele. 

They also indicate that macro economic policies in developing countries generally 

favour large rather than small firms, despite the presence of some specific 

incentive programmes for the latter. For instance, a necessary macro economic 

policy which fiscally encourages firms to import foreign technology is likely to 

discourage the widespread application of another policy which aims to foster 

indigenous intermediate technology much more appropriate for small industry. It 

can be also added here that highly centralised power of the central state with a lack
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of the delegation of functions to powerless local governments in many developing 

countries (unlike those in developed countries) seem to lead to ineffective policies 

towards small and medium sized firms whose support is likely to need extensive 

and flexible handling .

2.7 Labour

For a long time the world-wide capitalist restructuring has been accompanied with 

a trickle-down conception in which it is asserted that if the rich are encouraged to 

have plenty of cake, the poor would get to eat it. According to this, as Margaret 

Thatche r declared, the necessary thing is glory in inequality and see at talents 

and abilities are given vent and expression fo r  the benefit o f  us air Not only 

does this idea seem to have been attractive for the relative minority of well-off, 

but also for those who do not have much in material terms, but think that they 

have talents and abilities, and at least a hope for upward mobility. Nevertheless, 

for many, this, to a large extent, meant sacrificing some rights and gains which 

they had already obtained, and patiently waiting for a happy hour when the 

prosperity would trickle down (Kim 1994, Hill 1993).

The entrepreneurialism and regressive labour relations legitimised with the trickle 

down assumption mean to a large extent the change in the power relationship 

towards capital with the socio-economic restructuring world-wide in the last three 

decades. This restructuring is partially translated into the emergence of plant 

closures, downsizing and migration of firms to low cost countries as well as the 

“flexible” use of labour in surviving firms through temporary jobs, subcontracting 

and home-working. On the other hand, in order to take advantage of the new 

international division of labour, many developing countries have tried to dismantle 

labour regulations, curtailed workers’ rights and limited trade union activities. 

Furthermore, in bpth developed and developing countries this has coincided with 

the fact that growing numbers of women have entered waged labour what is called 

by Castells (1997) the change of organisation man into flexible woman.

In her speech at Royal Geographical Society’s 1991 presidential dinner, quoted in Independent 
on Sunday 2 \ July 1996.
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Nevertheless, in recent years there has been another development concerning 

labour relations, as mentioned above; what Lipietz (1994) calls the “offensive 

restructuring” or what Pyke and Senberger (1992) call the “high road to 

restructuring”. This means on the one hand innovation. On the other hand, this 

also means that labour should be considered not as a cost but as a resource. What 

does this mean then? Let us explain this based on industrial districts. It is argued 

that districts’ adaptability and innovative capability depends on flexible labour 

force. This however can be provided either by coercive labour relations and 

workers concessions or by not imposing insecurity and the loss of income and 

undermining of workers confidence and motivation. The second option in other 

words aims to provide efficiency to firms and equity to workers. The answer from 

this point of view as to how both of them can happen at the same time is related to 

mutual trust and co-operation among producers and between producers and 

workers in a locality. It is also indicated that such flexibility also depends on the 

local institutions and their co-operative working. Such organisations are expected 

to provide continuous training to labour, increasing their level of skill and their 

adaptability to changing conditions. Thanks to this, qualified workers can benefit 

from their flexible capacities without formal job  tenure in a firm but with informal 

quasi-tenure in a district. Thus, workers are provided with security but this is in 

form whereby qualified workers can switch from one enterprise to another not 

only by the demands of firms but by their choice with respect to better wages or 

conditions as well, or even they can set up their own enterprises. Although 

industrial district proponents indicate that such a delicate balance can be 

established with mutual trust and co-operation between workers and producers, it 

is not very clear how such a balance can sustain itself in the long run (Amin and 

Robins 1992, Harrison 1994a, 1994b).

It is reported that these two trends simultaneously happen in the textile and 

clothing industry. However, the common situation is widespread regressive labour 

relations especially in developing countries. The textile and clothing industry 

seems to be much more of problem compared to other sectors and it is not
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certainly one of the favourite spheres of action of trade unions. As a matter of fact, 

this industry has a distinctive organisation of work that is highly damaging to 

solidarity among workers, sharply segmented task distinctions and competition, 

stemming from some interrelated tasks which can be performed at different 

places; it has extreme din, fast pace, and shifting work conditions and it is also 

highly exposed to sweat and near sweat conditions of work and pay employing 

particularly underaged labour in some developing countries or undocumented 

immigrants or refugees in some developed countries (Femandez-Kelly 1983, 

Femandez-Kelly et.al. 1988 Phizacklea 1990) These problems for labour 

organisations are exacerbated by the proliferation and rapid turnover o f small 

firms in some parts of the sector.

2.8 Concluding remarks

So far we have pulled together some strings for the analysis of the textile and 

clothing industry and local economies; and in the chapters which follow, we 

examine these points in the Turkish case in detail. The basic points here are the 

peripheral development at the national and regional levels with the changing 

dynamics of the capitalist production and the emerging importance of small and 

medium sized firms, their relations among themselves and with large firms 

through subcontracting and vertical disintegration - although there is not expected 

to be any strict omni-present single pattern in this respect. This chapter concludes 

that such analysis should focus on the networks of different patterns in localities 

and their transformation with varying responses to the global change, instead of 

focusing on industrial districts which are likely to show a single pattern of 

networks - a pattern which can hardly be found in developing countries. For such a 

study, it is also indicated in this chapter that a snapshot analysis of local 

production systems at a given point of current time seems not to be sufficient. An 

analysis which stresses the importance of a historical point of view appears to be 

necessary to understand the structure of the local production whose dynamics 

seem to be in continuous change and to capture the nature of emerging patterns in 

various production systems and how they evolve into new patterns. This analysis 

must also be spatially oriented in the sense that, following the arguments of 

geographers and other social scientists for the last two decades, these local
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production clusters should be defined as not passive residuals but active 

participants in the ongoing process of capitalist development, a process which 

make them show various responses to supra-local forces. In order to make such an 

analysis, let us start with the development of the Turkish textile and clothing 

industry in its national framework whose analysis is important to understand 

shared and unshared experiences of economic and social patterns in different local 

production clusters.



CHAPTER THREE
The development of Turkish textile and clothing industry

3.1 Introduction
Preparing the national setting for further analysis of the local economies of Bursa 

and Denizli, this chapter is an attempt to examine the development o f the Turkish 

textile and clothing industry, principally since 1980 when Turkey launched an export 

promotion strategy. Nevertheless, I start here with a retrospective picture of the 

industry in its political-economic context prior to 1980, which is a prerequisite for a 

satisfactory answer to the chapter’s main objective. In doing so, first, the sixty-year 

experience of the textile and clothing industry is telescoped in a single section, 

focusing on the main characteristics of the industry since its re-inception with the 

proclamation of the republic after long war years. This section shows that decreasing 

a substantial element of the country’s total import bill was the most important state 

motive behind the fast re-inception of the sector. Subsequently, Turkish textiles 

strongly progressed in import substitution and eventually formed a base for the 

flourishing export performance in the post-1980 period. In this process which took 

place in a highly inward-oriented environment, the state played an important role, 

both establishing state enterprises and encouraging large private textile 

establishments, although private clothing predominantly organised in small and 

medium-sized firms was also supported by the state in the late 1970s. On the 

examination of provincial distribution, this section finds that the main development 

was concentrated on main towns, even though some other artisanal textile towns 

started to stir later in the period.

The analysis then moves to the new period - a period of export oriented and market- 

directed economy which began with the introduction of the stabilisation programme, 

as a solution to the crisis that befell Turkey, part of the continuing global crisis, and 

a path to development. After giving the main points of the stabilisation programme, 

which soon evolved into a structural adjustment programme, I take account o f this 

period in terms of textile and clothing industry, positioning the sector into the 

Turkish economy in the new era. In doing so, I examine the main changes in the 

industry compared to the previous period. In such an approach, I tackle in the first
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place the performance of exports, range of destinations and the international trade 

restrictions then the performance of state and private sectors in this period. 

Alongside this inquiry, foreign investments are taken into account in order to gauge 

their importance in the private sector. Then incentives for exports and for 

investments as well as the effect of trade liberalisation on the industry are examined 

in detail. During these discussions, so far as the data are available, I analyse the 

spatial structure of the textile and clothing industry in this period. In addition, 

relations between textile part and clothing part of the industry. This is a method 

which simultaneously casts light upon the changing dynamics in the industry during 

the export era, the new state-industry and intra-industry relations and the spatial 

structure.

3.2 Turkish textiles and clothing up to 1980: an overview
When the Ottoman Empire approached the First World War, there was a limited 

number of textile establishments in the country'. According to an industrial census 

carried out in 1913" to take an inventory of the wealth of the fading Empire, there 

were 75 (relatively factory-based) textile establishments with 7,765 workers, apart 

from artisanal production, in the country within in its contemporary boundaries. 

Among these firms, 47 were in silk textiles: almost all of them^ in Bursa where there 

was an important silk reeling production for exports to Europe, as we will discuss in 

Chapter 5. Other firms were in wool and cotton textiles primarily for the domestic 

market and generally located in and around Istanbul and Izmir and to a lesser extent 

in Adana\ Some of these firms were large state factories established mostly to meet 

the state's, in particular its army’s, own needs (Clark 1969:62-69, Toprak 1989:11- 

24).

' For the detailed picture o f  the Ottoman textile industry, see Quataert (1993).
•This census is called 1913-1915 Ottoman statistics. This is because another census in connection 
with the former was carried out and they were published together. The main component o f  these 
censuses was the firms which benefited from the Lüm> fo r  Encouragemenl o f  Industry o f  1913, an 
instrument which aimed at supporting industrial firms having at least current 1,000 Ottoman kurus 
capital, employing workers equivalent o f 750 working days per year as well as having 5 HP power 
equipment on average. Besides these, the statistics also aimed at covering firms not benefiting from 
this law but having at least 10 workers with motor power or 20 workers without (1913-1915, 
Ottoman Statistics).
’ 46 o f  them were in Bursa.
 ̂ 11 o f them were in Istanbul, while there were eight textile firms in Izmir. The rest were 

neighbouring provinces except four firms located in Adana, a province in the Mediterranean region.
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The First World War, which totally shattered the Ottomans, became a decisive 

watershed in the country’s textiles as well. The destructive effect of the continuous 

war years until the foundation of republic in 1923 and in particular, the displacement 

of non-Muslims, notably Greeks and Armenians, (who had mostly controlled the 

industry)^ damaged this limited textile industry. Consequently, the modem Turkey 

inherited just a few textile factories, mainly state ones, and was faced with the high 

level of import dependency to meet its people’s demand for textiles^. Under these 

circumstances, one of the urgent aims of the new state elites under their what 

Herslag calls "'trial and error years ” (of single party regime of Republican People 

Part}’ -RPP) was to put efforts into the development of this sector (Herslag 1968: 

52-57. 1988:1-12).

A congress held in Izmir in 1923, organised by the Turkish government in co

ordination with big landowners in Anatolia and merchants in Istanbul, concluded a 

relatively liberal model of development which would guide the new republic’s 

industrialisation efforts until the 1930s. According to this agreement, the state would 

basically undertake not to take a direct but a supportive role in building up the 

national economy by encouraging private capital. Thus, the state bound itself both to 

establishing banks to create better finance and credit facilities for private commerce 

and industry, and passing a bill -The Law fo r Encouragement o f  Private Industry- in 

1927 to grant major concessions to private capital. However, this industrialisation

' One o f  the main characteristics o f the Ottoman area was that muslim population was largely 
excluded from business life. As indicated in more detail in Chapter 5, when the integration o f  the 
Ottomans with the world economy was launched through the business conventions signed with the 
major European powers in the late 1830s, European merchants acquired major concessions. 
Meanwhile, non-muslim Ottoman subjects also obtained privileges as chosen intermediaries between 
the Ottoman state and those European merchants. In fact, in textiles the main production was carried 
out by firms owned by these non-muslim Ottoman subjects (Bugra 1994: Ch. 2, Clark 1969). 
Nevertheless, the First World War which was dramatic with its all results for the country changed 
this situation. In this war, the Ottoman Empire collapsed and Turkey was occupied by Allied Powers 
and unexpectedly the Greek army also invaded western Anatolia under British tutelage. The country 
was recaptured by the Turkish independence army and Turkey declared itself a republic in 1923. 
During these war years, the majority o f  Greek and Armenian population either moved out o f the 
country because o f uncertainty and ethnic hostilities or were moved out (the exchange o f  population 
between Greece and Turkey and the mass deportation o f Armenians (from strategic areas in eastern 
provinces by the Ottoman state in the face o f  advancing tsarist Russian Army which brought 
traumatic results in 1915) (Keyder 1987a: 79, 1987b).
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would not be protected since the terms of the Treaty of Lausonnae o f  1923, with 

which the Western Powers recognised the existence of the Turkish state, imposed 

various restrictions on customs tariffs until 1929 (Keyder 1981, Turk 1975).

During the 1920s, private capital nevertheless did not have much time to attempt in 

this way, as the end of the decade saw a world crisis. A sudden deterioration in 

world trade and thus unfavourable terms of trade (for raw material exporter 

countries) also hit Turkey which still had to import even basic industrial goods, 

including textiles, to meet its domestic demands in exchange for agricultural exports 

(even raw cotton and wool). The year of 1929 witnessed the worst deficit since 1923 

as far as the balance of trade was concerned^ Liberated from the restrictions of the 

Lausanne Treaty over customs tariffs, the Turkish state reacted to the Depression 

with protectionist policies which would curtail imports to a large extent*. 

Meanwhile, the state would assume a direct role in industrialisation and thus launch 

an etatist period in Turkey (Kepenek 1974, 1984).

The state prepared two successive plans for industrialisation in the early and late 

1930s respectively, the former paying attention primarily to the production of 

consumer goods, and the latter to the production of intermediate and capital goods. 

But only the first plan would be implemented, while the second one would be 

shelved because of the eruption of the Second World War when the state had to 

switch its attention to defence investments. The main objective of the first plan was 

to process domestic raw materials in order to reduce the country’s import 

dependence on some basic goods. Although several sectors including the production 

of textiles, paper, glass and some chemicals were cited by the plan, the textile 

industry received special attention. According to this plan, a state organisation, 

Siimerhank, was established in 1933, with the major responsibility to undertake new 

industrial production (i.e. setting up, financing and operating state factories) mostly

Textile imports in 1923 accounted for 43 percent o f the country’s 86.8 million US dollars total 
exports {SIS Statistical Indicators 1923-1992).
’ While there were 123 million US dollars imports in 1929, the value o f  exports were just 74 million 
US dollarsAS/S", Statistical Indicators, 1923-1992).
 ̂ Between 1929 and 1930 the imports o f  the country were almost halved, dropping to 69 million US 

dollars. Later this value saw further decreases (SIS, Statistical Indicators, 1923-1992).



Chapter Three 65

in textiles. Establishing itself into a bank, plants, and extensive network of retailer 

shops, Sumerbank became the first long-life state enterprise o f the republicans, an 

enterprise which quickly proved itself to be the prime engine of the development of 

textiles in Turkey in the next two decades (Walstedt 1980).

Nevertheless, this 1930s etatism did not occur at the expense of private textiles. 

Based on interviews in 1967, Clark points out, in his PhD thesis: “several textile 

entrepreneurs reported that they had even personal visits from Ataturk himself 

during which he strongly encouraged them to enlarge their production" (Clark 1969: 

66). The state elites in fact continued to apply the Law o f  Encouragement fo r  

Industry for the benefit of private capital. In this decade an annual average of around 

300 firms benefited from the incentives, although this support was diminishing"^. 

Moreover, with the abolition of tariff restrictions of the Lausanne Treaty in 1929 and 

consecutively Turkish government protectionist policies provided a haven for 

private sector to grow.

With the Second World War this situation started to deteriorate. Turkey did not enter 

this war, managing to pursue armed-neutrality which costed the country a war- 

economy with the very strict control of the state. Feeding up a massive army needed 

to keep this strategy in this war actually drained the most dynamic parts of the 

labour force and boosted government expenditures (Herslag 1964:61-77) Under 

these circumstances, the relations between the state and the private capital were 

redefined in disfavour of the latter. First of all, the government did not renew the 

incentives to the private industry. On top of that, it levied an infamous Capital Tax. 

This tax basically attempted to impose on the extraordinary gains o f the war-rich, in 

order to finance budget deficits and to soothe the public reaction (particularly of 

wage labourers and small peasants who had to bear the main burden o f the war 

economy). However, the execution of this tax was ill-conceived since the estimation 

of the tax for the individual tax payers was arbitrary and appallingly discriminatory 

for non-Muslims (in fact, non-Muslim merchants and industrialists were assessed at

In 1932 there were 351 qualified private firms in textiles which benefited from this law while in 
19 4 1 the number o f  number o f  firms dropped to 219 {The Statistics o f  Establishments B enefiting from  
the Law fo r  Encouragement o f  Industry’ 1935-1939 and 1936-! 941.
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higher rates compared to their Muslim counterparts). Furthermore, those who could 

not pay their taxes, ended up in a labour camp in east Turkey. Through the resulting 

damage to the private sector's confidence in the s t a t e t h i s  tax eventually crippled 

the private sector in the country, mostly in Istanbul -in particular the newly 

developing private textile industry there (Clark 1969: passim).

Turkey witnessed the demise in 1946 of the single party regime run by the RPP 

elites. After the first elections in 1950, the Democrat Party (DP), which managed to 

mobilise the masses (with the full support of private capital) against the tutelage of 

bureaucratic elites in the country with its populist resolutions, came to power. The 

Democrats proposed a different path of development from etatism, allowing greater 

participation of private capital. Nevertheless, there was not a sea change as far as 

state enterprises and import substitution policies were concerned. The new 

government followed a mixed economy in which state investment in manufacturing 

chiefly focused on ‘‘heavier industries” such as chemicals and metals whilst “lighter 

industries" such as textiles and food industry were left to private capital. Despite 

this, there was also some progress in state textiles in terms of number of 

establishments and employees -though they were not accompanied with 

corresponding value added increases (Figures 3.2 & 3.3, Appendix II-Table 3.2).

The then financial director o f  Istanbul who implemented this tax, stated in his book (called The 
Tragedy o j the Capital Levy) stated that this tax had “poisoned the air between the state and private 
sector” (Okte 1951:210).
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Figure 3.1 Number of establishments in Turkish textile and clothing industr\ .1950-1992
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Figure 3.2 Number of employees in Turkish state and private textile and clothing 
industries. 1950-1992
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Figure 3.3 Value added in Turkish stale and prixate textile and clothing industries. 1950- 
1992
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This period became the landmark for the development of private textiles in the 

country. Increases in number of establishments, employees and real value added 

were quite extraordinary: while the number of establishments and employees 

doubled, the value added in real terms nearly quadrupled in this decade (Figures 3.1 

& 3.2 & 3.3, Appendix II-Tables 3A.1 & 3A.2)". One of the reasons behind this 

blossoming was probably the fact that the state supported private textiles largely by 

decreasing taxes on the industry, increasing the import quotas for machinery and low 

cost credits (Clark 1969: 84-86). Another factor seems to have been an increasing 

demand for private textile products with much more attractive colours and patterns 

compared to the Sumerbank’s cheap, coarse and functional goods often in dull 

colours (Keyder 1987:171, Walsted 1980:141-143). One more factor related to 

agricultural development in the country in the post war period until the mid-1950s. 

When world trade started to recover again with the end of the Second World War, 

there was a simultaneous development in Turkish exports, generally comprised of 

agricultural goods whose production increased with agricultural policies 

implemented by successive governments in this period; this positive development 

accelerated in the early 1950s, mostly because of favourable price conjuncture for 

agricultural goods. The main component of these agricultural exports were actually 

raw cotton products, which saw extraordinary gains in terms of total sown area and 

actual production in this period'”. During this expansion of cotton growing, 

landlords especially big ones quickly accumulated capital and some of them 

switched to textiles later by investing in ginning and spinning. This generally 

happened in Adana and its region in the southern part o f the country (Keyder 1987a).

For the Democrats, the second half of the decade was beset with serious problems 1) 

partly because of deterioration in external conditions (bad weather conditions and 

falling prices of agricultural goods on world markets) which resulted in sudden

" While in 1950 the number o f establishments (with more than 10 employees) and employees in 
1950 were 508 and over 33,000 respectively, they reached 1,151 establishments with 76,000  
employees in 1959. Real value added saw around a four-time increase between 1950 and 1959 
(Appendix 11-Table 3A.3).

Total sown area o f cotton was 231,377 hectares in 1945 and this reached 1,101,897 hectares in 
1952. Equally, while in 1945, total amount o f cotton produced in the area was 54,379 tons in 1949, it 
increased to 165,000 tons (SIS Statistical Indicators 1923-1992). Meanwhile, cotton exports Jumped
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decreases in agricultural exports 2) partly because of highly populist policies created 

an inflationary trend as well as foreign and domestic indeb tednessT hese  problems 

culminated in an economic crisis in 1958 and consequently a stabilisation 

programme in co-ordination with international financial bodies, was put into effect 

in the same year to consolidate the country’s foreign commitments and to put its 

domestic economic affairs in order. Despite this programme, continuing economic 

problems, accompanied by increasing social unrest and friction between the 

government and the armed forces led to the ousting of the Democrats by the military 

coup in 1960 .

The military did not stay long in power. A year and half later, the country reverted to 

parliamentary democracy. Before transferring power to civilians, the junta 

government, while executing the three top figures of the former right-wing populist 

period, paradoxically laid the base ior a new constitution which was reformist in 

nature, and constructed a relatively pluralist political climate. Based on this 

constitution, the Law o f  Trade Unions and Collective Bargaining was enacted and 

paved the way for development of a strong unionist (in particular left-wing) tradition 

later on. The military junta established the State Planning Organisation (SPO), with 

the responsibility of preparing five-year development plans based on mixed 

economy principles and import substitution policies. This planning cycle functioned 

without any major changes for two decades'^ and produced a considerable success in 

the industrialisation of the country at least until the late 1970s.

from next to nothing in 1945 to a peak o f 220 million US dollars in 1953 (SIS Statistical Yearbook, 
195/ & 1955)
’ ’ Total exports o f  the country dropped from 396 million US dollars in 1953 to 247 million US 
dollars in 1958. Wholesale prices increased by 282 per cent between 1950 and I960. After 1954, the 
budget deficit in fact appeared: actual revenues o f  the government covered only, on average, 88 per 
cent o f actual expenses until I960 (SiS, Statistical Indicators, 1923-1992).

Even the Justice Party (a party set up after the Democrat Party which had been closed down by the 
Junta and had achieved to come to power again after the elections) did not change this trajectory. It 
should also be noted that in the face o f  rising power o f  socialist left among youth and workers and 
consequent social unrest, the military intervened again in 1971. But this time military did not take 
power, but forced Mr. Suleyman Demirel, the then leader o f  the Justice Party and PM o f the country, 
to resign from office. Then, a temporary civilian government with the support o f  the army was 
formed until the elections in 1974. During this military intervention there was, again, no change in 
the development strategy.



Chapter Three 70

When the planned economy get under way in the early 1960s, the dynamic sector of 

the economy appeared to be in intermediate and investment goods, such as 

automotive, fabricated metal and chemical industries which reflected the very idea 

of the “heavier industrialisation” indicated by the planning spirit. Nevertheless, in 

this planning period the Turkish political elite encouraged existing textile firms to 

become large enterprises which could take advantage of economies of scale, and 

help the country's structural transformation in a better way (SPO 1985, Kepenek 

1977, Turkcan 1975). Furthermore, they also tried to ensure that Turkey should take 

better advantage of agricultural cotton production raised yields through policies for 

productivity gains in agriculture in the 1960s'^ (SPO 1985: 143-187, World Bank 

1975: passim). This potential for agricultural exploitation made cotton yarn and 

fabric production become one of the industries, besides “heavier ones”, to receive 

attention in the development plans of the 1960s and 1970s. Furthermore, these plans 

paid importance to the development of synthetic-polyester yam and fabric 

production which had hardly been developed before in Turkey and have needed by 

the sector: Bursa's industry in particular needed these inputs and was largely 

depended on imports"'. After all these measures taken by the state in this period, 

mainly yarn and, to a lesser extent, fabrics became the important focus o f private 

investments: and these measures gave rise to the setting up of large private firms in 

the field. Furthermore in the planning period, the state developed a model o ï '"multi

partnered firms " to help the development particularly of backward regions. It was 

aimed at encouraging the general public in the country and Turkish emigrant 

workers in Europe to invest in these areas. This model produced fruitful results, to 

some extent, and contributed to the development of textiles in Turkey (Desiyab 

1983) as we shall see later.

Figure 3.1 shows that there was a decrease in terms of number of private textile and 

clothing establishments (with 10 or more employees) in the 1960s, but a recovery 

occurred in the last years of the 1970s: despite this upswing later on, the number of

Agricultural cotton production jumped from 175,000 tons in I960 to a peak o f  598,000 tons in 
1974. then stabilised with slight fluctuations {SIS, Statistical Indicators, 1923-1992).

See Chapter 5.
This issue will come to the fore again when we are analysing Denizli’s development in C hapter 6.



Chapter Three 71

textiles establishments only reached the level of 1960 again. Nonetheless, the 

number o f employees and value added in real terms witnessed increasing trends, 

trends which seem to have stemmed from policies in favour of large firms in the 

planning period. In 1979, the number of employees in textiles was indeed twice as 

bigger that in 1959. The increase in value added was much sharper, quadrupling in 

this period, thanks to the highest level of investments during of the whole sixty years 

up to the 1980s (Figure 3.3, Appendix II-Table 3A.3).

State textiles seem also to have continued their growth in this planning period, yet 

not on the scale of with the big jump of the private sector. Six new plants were 

established in this period'* (actually in the first two five-year planning period 

between 1963 and 1972). The number of employees and value added in real terms 

increased 14 per cent and 52 per cent respectively in this planning era (Figures 3.2 &

3.3, Appendix 11-Table 3A.4). Despite this seemingly satisfactory picture, state 

textiles entered difficult times particularly in the 1970s, when they started to lose 

their competitive power against the newly emerging large private firms. The main 

reasons for this appear to have been Sumerbank's inefficient monolithic structure 

which did not provide sufficient initiative and flexibility to individual plan managers 

to increase their productivity and marketing' \  government's control over pricing at 

well below market'" as well as persistent overstaffing as a result o f political 

interference (Hamitogullari 1975, Walstead 1980: 141-144, World Bank 1975: 

passim). The result is, as we can see in Figures 3.2 and 3.3, an increasingly widening

In the SIS statistics, the number o f  establishments founded in this period appears as more than six, 
in fact around 13. This is not a statistical error but a matter o f  reorganisation in the state sector in 
textiles which basically happened in 1972 when the third five-year development plan started 
(Appendix II-Table 3A.4). It should be repeated here that in the planning period between 1963 and 
1972, only six textile plants were established, then after which was no new major establishment 
(Toprak 1989).
''̂ As a World Bank consultant noted one o f the missions o f  the Bank in the late 1970s on the 
examination o f  Sumerbank plants as follows:
“The consultants were struck particularly with the generally low quality o f all products in spite o f  

generally adequate machinery and the excellent grade o f  cotton used. There seemed to be little 
understanding o f the fact that low quality is, broadly speaking, associated with low efficiencies o f  
operations and machines. Yarn and fabrics o f  the qualities produced would often be either insaleble 
on the export market or saleable only at a completely unprofitable discount. It was also noted that no 
significant improvement in Sumerbank fabrics was to expected without “prior radical improvement 
in the quality o f  yarn” (Walstedt 1980: 143).
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gap between the state and private textiles in terms of employees and value added in 

this period.

When the planning period started, Turkey’s exports were very limited and 

predominantly composed of agricultural products, particularly cotton, fruits and 

vegetables, cereals and pulses. However, as the industrialisation process was 

gathering pace and expanding the volume of economic activity with import 

substitution policies in the country, there was a continuous, albeit limited, increase 

in industrial exports based on exporting the surplus of domestic production (Figure 

3.4). This growth in exports was accelerated during the 1970s and particularly the 

second half of the decade thanks to the world economic crisis in the advanced 

capitalist countries, accompanied by some (but unsystematic and unstable efforts) of 

the Turkish government. The most striking export growth was actually in textiles"'. 

While the share of textile and clothing in industrial exports was quite negligible in 

the 1960s. this sector started to supply half of the limited industrial exports in the 

following decade. They indeed registered only 4.49 million dollars in 1965, it 

increased to 420.47 million US dollars in 1979 (Figures 3.5 & 3.6).

Although most of the exports were textile particularly yarn products'^ there was 

some progress in clothing as well, in line with a corresponding development of the

■" According to the Walstedt, Sumerbank stores sold at a mark-up o f  only 20 percent above the 
factory price during the 1970s while private sector put at least 60 per cent wholesale-retail mark-up 
(Walsdeth 1980:142).
■'The analysis o f  the foreign trade statistics o f Turkey in the 1970s based on two-digit commodity 
classifications suggest that apart from textile and clothing there was only one other two-digit 
industrial commodity group, “non-metallic mineral manufactures ” (ISTC code 66), which seems to 
have been persistently important in this period. This group in fact held 5.9 per cent o f  the industrial 
exports in 1970, then its share rose to 8.3 per cent and 10.3 per cent in 1975 and 1979 respectively. 
The rest may be classified into two groups. One, which mainly comprises ‘coke and briquette’ (ISlC  
code 32) and ‘petroleum and petroleum products’ (ISIC code 33), showed deep fluctuations as far as 
exports are concerned. In most o f this period, these sectors generated next to nothing in exports, 
whilst their share in industrial exports rose to substantial levels in some specific years. This 
inconsistent performance signalled that they might be far from promising in exports for the next 
decade. The other group which almost covered the rest o f  industrial sectors constantly contributed to 
exports in small proportions. Among these, iron and steel (ISTC code 67), and transport equipment 
(ISTC code 73) which delivered positive performance in this period appear to have been relatively 
promising Their shares in exports were: Iron and steel 3.9, 2.5, 3.5 per cents for 1970, 1975, 1979 
respectively while transport equipment 1, 1.5, 3.2 per cents for the same years 
■* The share o f  textile in textile and clothing exports was 85 per cent in 1970. Although there was a 
gradual decline later on, it maintained its overwhelming importance in textile and clothing exports, 
representing 76.5 per cent in 1979 (Appendix II-Table 3.7).
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sector in the 1970s. According to the SIS statistics in the mid-1960s there were on 

average 20 private establishments with around 800 employees accompanied by two 

relatively smaller establishments'’. Clothing establishments started to increase later 

on, especially in the second half of the 1970s (Figures 3.7, 3.8 & 3.9). There were 

110 private establishments with 8,000 workers and establishments in 1975. They 

increased to 220 establishments with around 10,000 workers in 1979. Despite this 

increase, private clothing sector seems to have been still very limited, compared to 

textile part of the sector with more than 1,000 establisliments with nearly 126,000 

employees. There was no significant change in state clothing establishments but 

there were some vertical integration in textile establishments, adding clothing units 

to their plants (Toprak 1989. Sumerbank -Bursa 1995).

The statistics cover establishments with 10 or more workers. According to this statistics, there 
were 23 establishments with 743 employees in 1964 and 33 establishments with 983 em ployees in 
1968 (SIS A nnual Surveys o f the M anufacturing Industry Results, 1964-1968).
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Figure 3.4. Total Turkish exports and share of main sectors in total. 1965-1994 (million 
US dollars)
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Figure 3.5 Turkish industrial exports and textile and clothing exports (t&c). 1965-1995 
(million US dollars)
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Figure 3.6 The composition of Turkish textile and clothing exports. 1965-1994 (million 
US dollars )
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During the fieldwork, all textile producers or professionals who were in the business 

in the 1960s and 1970s indicated that clothing was hardly an attractive sector before 

1980. One of the possible reasons is that unlike textiles (mainly yarns, then dyeing 

and fabric production there was no substantial incentive scheme towards this part of 

the sector) until the fourth planning period which started in 1977 (SPG 1985: 143- 

145). They also indicated that there was no thriving national market to support a 

large clothing sector since it was still common practice in the country for many 

people to buy just fabric and then either wives or tailors made their clothes. As 

indicated by these interviewers, besides economic factors there was also a 

psychological factor which might have affected the situation in pre-1980: clothing 

was not normally considered to be a prestigious product for those ambitious people 

attempting to venture into business, compared to textile part of the sector, especially 

to yarn production, which would accord them the honour and power attributed to a 

fabricator in a developing society.

Before finishing the section, 1 will examine the spatial structure of the textiles with 

Maps 3.1, 3.2, 3.3, 3.4 & 3.5 which plot the provincial data of both state and private 

and textile and clothing industries in 1979. The maps of the private sector (Maps 3.1,

3.2 & 3.3) on the basis of the number of establishments and employees as well as 

real value added show that the private textile and clothing industry (in terms of 

establishments with 10 or more workers) were mainly concentrated on several 

provinces in the Marmara (north-west), Aegean (west) and Mediterranean (south) 

regions. Among these provinces, Istanbul was the indisputable leader with its 644 

textile and clothing establishments and nearly 59,000 workers in 1979. With these 

figures, Istanbul claimed 52 per cent and 43 per cent shares of all private textile and 

clothing establishments and workers respectively in the country. In terms of value 

added, Istanbul textile and clothing establishments constituted 44 per cent share in 

all private establishments in this industry. It is also interesting to note that as high as 

86 per cent of all private clothing establishments in Turkey in 1979 were in Istanbul.
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Figure 3.7 Number of establishments in Turkish private textile and clothing industry 
1970-1992
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Figure 3.8 Number of employees in Turkish private textile and clothing industry. 1970- 
1992
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Figure 3.9 Value added in Turkish private textile and clothing industries. 1970-1992
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This province was followed by Adana with 51 textile establishments around 22,000 

workers and Bursa with 175 establishments but only about 13,000 workers in 1979. 

Adana’s private textile establishments created value added accounting for nearly half 

the Istanbul level but two and a half times more than those of Bursa in this year. 

These figures show that with the successful switching of private agricultural capital 

to textiles in Adana in the 1950s, as indicated before, large establishments 

(employing, on average, about 450 employees in 1979) seem to have been built up. 

In Bursa, as we will see in Chapter 5, several large firms emerged during the 

planning period of the 1960s and 1970s while there were large numbers of small and 

medium-sized firms as well. Izmir became the fourth province with its 78 

establishments and 9,200 workers which only created three-fourths o f the value 

added of Bursa in 1979. One of the interesting aspects of this province's industry is 

that almost all the rest of the clothing industry in the country was located there.

As 1 have said at the beginning of the chapter, these four provinces had all been 

traditionally important textile places with their factory based production before the 

First World War which had crippled it. During the Republic years, they had again 

come back and all together claimed 77 per cent 75 per cent and 80 per cent of all 

textile and clothing establishments, employees and value added respectively in the 

countr)' in 1979.

These maps illustrate that not only these old textile factory centres but some other 

artisanal places also showed some degree of progress. Among them, two provinces, 

Kayseri and icel (adjoining Adana) seem to have been most promising: there were 

16 establishments with 6,200 workers in Kayseri and 12 establishments with 5,800 

workers in Icel in 1979. At a lower scale, textile production in several other 

provinces stirred especially in the planning period - though textile industries in these 

places were still to a large extent in their infancy. In this group, Aydin, Manisa, Usak 

and Denizli in the Aegean region, Hatay and Gaziantep in the south and south-east 

appear worth mentioning. In the north-west, Kocaeli also showed a similar positive 

development, but this is likely to stem from the expansion of Istanbul’s textile 

industry.
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The maps of state textiles (Maps 3.4 & 3.5) are to some extent similar to those of 

private textiles in 1979, but with slight differences. Istanbul was not the 

incontestable leader in state textiles as it was in private ones, since the modern 

Turkish state’s investments was always outside Istanbul as far as textile sector was 

concerned. It was however still important with its two main factories which were 

inherited from the Ottomans by the new state. Bursa with the largest state wool 

factory and a smaller rayon factory (both established in the 1930s), and Izmir with 

three factories in cotton textiles (established in the 1940s and 1950s) appear the most 

important provinces in terms of number of employees and real value added in state 

textiles.

Factories in poor provinces seem to reflect another difference between the sets of 

maps for private and state textiles. The state always paid some attention to 

investment in the less developed parts of the country. In doing so, it selected 

provinces, in many cases, with important artisanal textile activities or even provinces 

without such a substantial activity but close to the textile centres of the country 

(Toprak 1989, Walsdeth 1980). In these investments, sometimes they also included 

some other private capital, including private banks or local capital. With this aim, 

they set up one of the most important state cotton factories in Malatya in the 

backward east region in the 1940s. Later, they established smaller cotton textile 

plants in K. Maras and Erzincan, poor provinces near Malatya. In addition, two other 

poor provinces in the south-east, Adiyaman and Diyarbakir, also saw the 

establishment of cotton textiles factories-^ All these cotton textile plants were 

actually in the vicinity of Adana, an agricultural cotton centre, and one of the four 

most important private textile centres: although the state did not set up any textile 

factory in Adana, it ran a factory inherited from the Ottomans.

Apart from these plants, the maps of state textiles appear to have a similar pattern 

with those of private sector. In the central Anatolia (but close to Adana and these

These two factories’ activities cannot be drawn in the diagram since the provincial statistics did not 
include provinces without a certain level o f  industrial establishments in sectoral breakdown tables.
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eastern provinces), Kayseri, another artisanal place particularly in carpet and related 

production, was selected as the location of both cotton and wool textile factories. 

Two districts of the large central Anatolian province, Konya, (which are on the 

south-east part of the province, close to Adana) were also equipped with two cotton 

yarn factories in this period. Other growth pole occurred in and around Izmir 

(especially Aydin, Denizli, Manisa, which have artisanal production tradition). 

Lastly, a dyeing factory, established by private capital in Eskisehir, in central 

Anatolia was transferred to the state after bankruptcy.

3.3 Development of Turkish textile and clothing industry under the export and 
market oriented development strategy since 1980

3.3. J Emergence o f a stabilisation programme
Despite the unfavourable effects of the first oil shock in 1973, the government still 

tried to sustain the targets of the economic development plan and thus maintain 

aggregate economic growth, mainly with inflationary policies, foreign borrowing 

and emigrant workers' remittances from Europe. Nevertheless, this growth-oriented 

approach of the government, which was clearly at odds with the world crisis 

conditions, did not work, as the balance of payments showed a remarkable deficit 

and the foreign debt of the country outsatndingly increased and resulted in a debt 

crisis, accompanied by a recession in 1977. In this year, the foreign debt of Turkey 

exceeded 10 billion US dollars, the trade deficit had peaked at over 4 billion US 

dollars'" and the growth rate decreased to 0.9 per cent, down from 7.1 per cent a year 

earlier'^’ As the problem worsened later on and the Turkish state which completely 

lost its creditworthiness, attempted to stabilise the situation with various ad hoc 

adjustments. But they proved ineffective in such a serious situation and Turkey’s 

creditors demanded Turkey undertake more substantial reforms.

based on Schick and Tonak 1987a:351. 
S/S. Statistical Indicators 1923-/992.
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Map 3.2 Nu 111 hcr oT employees in pr i\ate textile and elotliing industry by provinces in Turkey, 1979

Istanbul

r.,, Kotaefi

Adana

50 miles
So ur ce :  A p p e n d i x  II- t ab le  3 A . 9

number of employees

I 50 km.

■ 2 5 0 0 0  to 6 8 9 0 0 (1 )
m 1 0 0 0 0  to 2 5 0 0 0 (2 )
m 5 0 0 0  to 1 0 0 0 0 (3 )
□ 1 0 0 0  to 5 0 0 0 (8 )
□ 1 0 0  to 1 0 0 0 (8 ) 00



Map 3.JTValue added in textile and elotliing industry by provinces in Turkey, 1979.
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Map 3.4 Number o f  employees in stale textile and elotliing industry by provinces in Turkey, 1979
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Under these circumstances, the only choice for the then right-wing coalition 

government seemed to be to follow a stabilisation programme, to curb domestic 

demand simultaneously to reduce trade deficits and to improve resource use. This 

program was then introduced on the 24th of January 1980. As we will see in the next 

chapter, this program instantly encountered considerable reaction from trade unions 

which would make its application almost impossible. Meanwhile, Turkey was 

already in a serious and violent political crisis which peaked in summer 1980 when a 

new campaign of assassinations started. After several warnings to the right-wing 

coalition government and opposition parties to stabilise society in economic and 

political terms, the armed forces eventually seized power and curbed almost all 

democratic rights in the society. Under their heavy-handed rule, they prepared the 

ground for the application of the programme with almost no opposition in the 

country at least for several years.

In its short term aims, this programme was a classical belt tightening programme to 

solve the crisis by taking some austerity steps. Soon evolving into a structural 

adjustment, the programme offered a path of development in which the state would 

aim at a permanent reorientation of the economy and a radical transformation of the 

nature of the state-economy relations. Thus, Turkey saw a sea change from import 

substitution based on mixed economy principles to export and market oriented 

econom\ - .

In accordance with the programme, measures were taken to reduce the size of state 

industry, and resource allocation was redirected to make the private sector 

internationally competitive. The state's investment were concentrated on the 

country's infrastructure, while the state sought to improve existing state economic 

enterprises including steps toward privatisation. In order to change the private 

sectors' long-established habit of selling to the domestic market, the state 

reorganised the incentive system. Attempts have been made to open up the economy 

for foreign competition so as to have beneficial effect on the overall productivity

For a detailed analysis o f  the programme, see Aricanli and Rodrik (1989), and Nas and Odekon 
(1991).
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performance of the private sector. Thus quantitative restrictions on imports have 

been gradually decreased. In order to improve the integration of the national 

economy to in world markets, foreign investments have been encouraged and 

necessary legal reorganisations have been made for this aim.

In what follows, as indicated in the introduction to this chapter, I take account of this 

period in terms of textile and clothing industry, positioning the sector in the Turkish 

economy in the new era.

3.3.2 Development o f exports

3.3.2.1 General performance
As we have seen earlier, Turkey's pre-1980 industrialisation policies were 

dominated by a strong inward-orientation. Indeed, the share of exports in GNP, until 

the 1980s remained very limited. Except the early 1950s, when the government 

pursued short-lived attempts to stimulate agricultural exportation under the 

convenient conditions of world trade just after World War II, this ratio hardly 

reached even 5 per cent until 1980. But with the introduction of the stabilisation 

programme, the 1980s marked a crucial turning point, inter alia, in exports, which 

started to constitute over 14 per cent of the GNP in the last year of the decade. As we 

can see in Figure 3.4, between 1980 and 1994, Turkey quickly increased its total 

\ alue of exports over six-fold from 2.9 billion US dollars to 18.1 billion US dollars.

In addition to this rapid increase in exports which was also well above the rate of 

growth of world trade"\ this period also witnessed a transformation in the 

composition of Turkish exports. Industrial exports, which had always been behind 

agricultural ones in earlier decades, overtook them in the beginning of the 1980s 

(Figure 3.4). Between 1980 and 1981 industrial exports increased by 119.6 per cent 

in value in one year. The industrial sector sustained the rapid growth of its share of 

total exports, reaching 85 per cent in 1994. Although the real value of agricultural 

exports was increasing, their share in total exports was strongly on the wane in the 

new era. The same thing can be observed in this period for mining which had shown

According to an OECD report, the average growth o f  Turkish exports outpaced the average growth 
of world exports by over three times between 1980 and 1987 (OECD 1990).
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an increasing share in total exports before 1980. The share of mining exports almost 

withered away in this period, despite a steady increase at their real value.

In this industrial export boom in Turkey, the main engine became the textile and 

clothing sector (Figure 3.5). The value of these exports grew over eight times 

between 1980 and 1994, jumping from 720 million US dollars to 6.3 billion US 

dollars. With this performance, textile and clothing exports have claimed, on 

average, 35 per cent and 40 per cent shares in the country’s total and industrial 

exports respectively during the most of the period. The composition of textile and 

clothing exports have changed in this process as well (Figure 3.6). Textile exports, 

which had become the main exports before 1980 were rapidly dwarfed by clothing 

exports later on. While clothing exports in total textile and clothing exports were 

only 27.7 per cent in 1980, they managed to reach over 70 per cent in the 1990s. 

Although the absolute value of textile exports also increased by over five times 

between 1980 and 1994, peaking at 1.7 billion US dollars, they were easily outpaced 

by the astonishing increase in clothing exports which boomed as high as 30 times in 

the same period: in 1980 clothing exports were just 150 million US dollars, then 

they jumped to 4.5 billion US dollars in 1994.

In addition to these recorded exports. Turkey has been an important source of un

recorded exports stemming from the black market of international “luggage trade”. 

This black market is in Laleli and Aksaray districts of Istanbul where there are many 

hotels and pensions with around 70.000 beds capacity. There has been very hectic 

unregistered international trade occurring particularly since 1989 in which Poles, 

Russians, Rumanians and other East European nationalities as well as some North 

Africans people have been very active customers. It is reported that in this area 

thousands of people have traded in mainly textiles and electronics, which are mainly 

counterfeit"'^ painstakingly copied from originals, mostly in the back streets of 

Istanbul. According to various pundits, the annual value of this trade varies from 1.8 

to 2.5 billion US dollars in 1994 {Forum 15 April, 1995). It is almost impossible to

■ ’ In recent years the government has given priority to the protection o f  intellectual property rights in 
recent years and enacted the corresponding law in 1995 (For the details o f this law’s draft see GATT 
1994: 24). But it is reported that the enforcement is lax {European  19-25 June 1997).
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estimate how much of this trade is related to textiles, but in any case it is not 

difficult to imagine a substantial trade in textiles has been going on based on the 

production activities of small firms operating outside the regulation of the state.

Now let us turn back to recorded exports again and shed some light on other 

important export categories which might have challenged textiles and clothing so 

far. Examining the rest of the Turkish industrial products since 1980, based on ISTC 

product category reveals that '‘iron and steel products” became the second most 

important industrial exports^® The share of iron and steel exports in total industrial 

exports which was 2.6 per cent in 1980 reached 8.9, 14.6 and 14.1 per cent in 1985, 

1990 and 1994 respectively. Another fast growing commodity category in exports in 

this period was “electrical machinery and equipment”. While the share o f electrical 

machinery and equipment was under 1 per cent in 1980, it increased to over 4 per 

cent in the 1990s. However, “non-metallic mineral manufactures” which had been 

important during the 1970s saw a decline, their share in industrial exports dropping 

to below 3 per cent in the 1990s. Although some other categories such as 

“fertilisers", “pharmaceutical products” “transport vehicles, parts and accessories” 

and “machinery-other than electric” increased their significance in value o f absolute 

exports, their relative importance in total industrial exports remained limited.

Under these circumstances, Turkey has seemed not to succeed in diversifying export 

to a wide range of products in the new period. Exports have mainly been 

concentrated on textile and clothing and iron and steel which have together 

constituted around 60 per cent in industrial exports in most of the period. Several 

studies suggest that Turkey's comparative advantage extends beyond textiles and 

clothing and iron and steel exports (ICI 1995, IKV 1988, Togan 1996). Some other 

sectors including electrical machinery, transport equipment and some part of non- 

metallic manufactures are considered to have comparative advantages. As mentioned 

above, although these sectors have been of significance in the post-1980 period, they 

have yet to come to a satisfactory level. An OECD Turkey report states that the 

overwhelming and increasing importance of a few sectors (mainly textile and

-'"SIS Foreign Trade Statistics 1982, 1987, 1993.
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clothing) in exports suggests a failure on the part of Turkey’s other entrepreneurs to

respond to emerging international opportunities (OECD 1991). According to this

report, this situation has been fostered by a relatively high degree of protection, a

remnant of the import substitution period, and the absence of competition in the

domestic market. Even though with the introduction o f trade liberalisation policies

since 1980 the average level of protection rates has been reduced substantially

(particularly in textiles), this progress is not conducive to eliminating the bias

against exports in all sectors (Aktan 1996; Togan 1994; 1996). According to Aktan’s

and Togan’s estimations the total protection rates on these three sectors having

comparative advantages (electrical machinery transport equipment and non-metallic

manufactures) displayed high levels of protection in the post-1980 period, levels

much higher than sectoral averages. The state of affairs indicates that these still-high

protection rates have created a convenient shelter for entrepreneurs in these fields to

continue their habit of selling to domestic market with high mark-ups. However, the

agreement of the Customs Union, ratified by the European Parliament on 13

December 1995 and came into effect in the beginning of 1996, brought new

legislation to foreign trade and this situation seems set to change. One of the

important weekly economy magazines in Turkey described the new era on the eve of

the Customs Union as follows:

‘‘With the customs union, the Turkish industry which have been slacking on 
their job so far are being drawn into the arena of fierce international
competition in this arena those who cannot bring the selling prices into line
with world prices are going to be squeezed out. Those who cannot achieve the 
contemporary quality standards are going to witness the instant loss of their 
profits’" {Ekonomist-Twkiye Yilligi, , 24 December 1995)

3.3.2.2 Turkish textile and clothing exports by countries o f  destination
European Union countries have been by far and away the most important

destinations for Turkish exports and in particular for Turkish textile and clothing

exports. Throughout most of the 1980-1994 period, Turkish exports to the European

Community (and later, the European Union) market have constituted, on average,

almost 45 per cent of total exports^'. The concentration on the EU is even more

While total exports to EU countries was 44 per cent o f total in 1980 , they decreased to 40 per cent 
in 1985 and then increased again to 47 and 50 per cent in 1989 and 1993 respectively (SPO 1990 
1991, 1995. 1996; Togan 1994).
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marked for textile and clothing exports. In fact, Turkish textile and clothing exports 

to EC market were 53 per cent of total in 1982 and then jumped to around 69 per 

cent in 1987 and 1993 (Table 3.1). Among EU countries, Germany (first West 

Germany, then united Germany) alone stood out in terms of Turkish textile and 

clothing exports. In this table, we can also see that the share of Germany which was 

27 per cent in 1982 sharply increased to 38 and 40 per cent in 1987 and 1993 

respectively. In addition, UK, Italy and France constituted relatively important 

markets for Turkish textiles and clothing, whose combined share registered on 

average almost 20 per cent between 1982 and 1993.

Middle East and North African countries appear to have been the second most 

important region for Turkish textile and clothing exports particularly in the 1980s. 

Unlike the EC market. Middle Eastern and North African markets, however, faced a 

continuous decline during this decade and later on. Even though decisive economic 

policies were always on the agenda of the successive Turkish governments in the 

post-1980 period, Turkey was to some extent unsuccessful in maintaining its trade 

with those countries, partly because of external conditions such as the Gulf War and 

a decreasing trend in world oil prices which possibly affected some Middle Eastern 

countries' levels of demand (Taskin & Yeldan 1996:156; Togan 1994:168-170). 

Turkish textile and clothing exports to this region represented almost 21 per cent in 

1982. but dropped sharply to 12.2 and 7.40 per cent in 1987 and 1993 respectively 

(Table 3.1).



Table 3.1 l urkish textile and clothing exports by regions and countries of destination, 1982, 1987, 1993- per cent
Years Regions o f  destination Share o f regions Principal countries o f destination, and their shares

1982
EC -10 53.0% West Germany 26.72%, Italy 8.91% UK 7.21% France 3.75% Belgium-Lux. 3.70%, 

Netherlands 2.04%
Middle East & North 
African Countries

20.7% Iran 9.31%, Iraq 5.81%, S.Arabia 2.08%, Libya 1.30%, Algeria 0.88%

USA-Canada 0.6% USA 0.59%
Others 25.7% Switzerland 15.27%, Portugal 1.45%, Romania 1.30%, USSR 1.10%, Austria 1.09%, 

Yugoslavia 0.75%
1987 EC-12 69.4% West Germany 37.91%, Italy 9.79%, UK 7.69%, France 5.28%, Netherlands 4.70%, 

Belgium-Lux 2.67%
Middle East & North 
African Countries

12.2% Iraq 5.24%, S. Arabia 2.31%, Iran 1.40%, Libya 0.81% , Syria 0.5%

USA-Canada 10.7% USA 9.47%, Canada 1.19%
Others 7.7% Switzerland 1.43%, USSR 1.16%, Austria 1.19%, Sweden 0.98%, Czechoslovakia 0.34%, 

Hungary 0.32%
1993 E U -12 68.7% Germany 40.07%, UK 8.62%, France 6.52%, Netherlands 4.84%, Italy 4.44%, Belgium-Lux 

2.08%
Middle East & North 
African Countries

7.4% S.Arabia 2.04%, Syria 1.43%, Iran 1.37%, Libya 0.71%, Egypt 0.37% Israel 0.30%

USA-Canada 9.1% USA 8.56%, Canada 0.49%
Others 14.8% Poland 2.89%, Switzerland 1.83%, Russia 1.50%, Brasil 0.53%, Romania 0.48%, Hungary 

0.34%

Î

Source: Calculated from SIS  Foreign Trade Statistics 1982, 1987 and 1993.

sO
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The USA, a leading importer o f textile and clothing, appears to have been 

insignificant for Turkish textile and clothing exports in the early years of the 1980s. 

As a matter of fact, Table 3.1 shows that until 1984 Turkish textile and clothing 

exports to the USA market only reached 1 per cent of total. However, with the 

decisive measures taken by the state mainly in the form of state supports on transport 

costs {Tekstil Isveren 1992 no. 167:15), they peaked at 10.7 percent in 1987, then fell 

back to around 9 per cent later on.

It is argued in trade literature that the fewer foreign countries an economy trades 

with, the greater the degree of susceptibility to economic fluctuations in those 

foreign countries it has, and vice versa (Bartamyasen & Togan 1996; Shafeeddin 

1991). Thus, in order to maintain a relatively sustainable export policy for a country, 

the level of geographical concentration in exports should slacken off up to a point 

where the country is able to do necessary shifts in markets, if something that could 

threaten its exports happens. This is not of course an easy job especially for a 

country, like Turkey, which did not have much experience in exports until a 

relatively short time ago. Considering the continuous growth of the EU's share in 

Turkish textile and clothing exports, one might say that Turkey has had an important 

problem in spreading its textile exports geographically in the post-1980 period. 

However, there has been a continuous state support to direct (particularly textile and 

clothing) exports to non-European markets (or more correctly non-EU markets 

{Tekstil Isveren, May-June 1992). With these measures, which have been mainly in 

the form of supports to transport costs, there have been limited, yet possibly 

promising, developments to be seen in this respect. First of all, as mentioned above, 

the USA market has been relatively opened to Turkish textile and clothing exports. 

There has also been an improvement in terms of the number of countries to which 

Turkish textile exports go. In fact, the number of countries jumped from 80 in 1982 

to 137 in 1993'" . However, this did not coincide with a corresponding increase in 

the share of new countries. Particularly an increase in the shares of Latin American 

and Far Eastern countries in Turkish textile exports were limited, registering next to 

nothing in 1982, yet around 3 per cent in 1993.

'-SIS , Foreign Trade Statistics, 1982, 1993.
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3.3.2.3 Life with restrictions for Turkish textile and clothing exports 
As mentioned earlier, textile and clothing trades have been a battleground

particularly since 1974 when the legal structure of the international textile market

was basically established with Multi Fibre Arrangement (MFA). As a result o f the

basic conflict of interest between developed and developing countries have

unsurprisingly, put textile trade and clothing industry in a situation that it has been

the main industry to which special international trade restrictions applied. Of course,

Turkey has been no exception to these trade restrictions on textiles. However, the

process started a little bit early for Turkey- actually in the late 1970s when Turkish

textile exports seem to have yet been far from threatening. Given the fact that there

was a relative increase in textile exports, mainly of cotton yarn in this period, the

European Commission formally asked Turkey to limit its cotton yarn exports to the

EC in 1977. The Turkish government rejected the proposition, based on the

Adclilional Protocol on Ankara Agreement between the EC and Turkey whose

Articles 21, 22 and 23 guarantee the elimination of quantitative restrictions between

the contracting parties'" (llyasoglu & Duruiz 1993:154-158) However, the EC

Commission was forced by some member states to use Article 60 o f  the Protocol

which entitles member countries to take necessary protective measures against

serious disturbances in a sector of the C o m m u n ity T u rk ey  immediately reacted

again indicating that that total textile and clothing exports of Turkey Just constituted

around 1 per cent of the Community's textile imports. Despite Turkey's reaction,

trade restrictions eventually came into effect in 1981 when the EC Commission

" Turkey first applied for association with The European Economic Community in July 1959. 
Following this application, the Ankara Agreement establishing an association between Turkey and 
EC was signed in 1968. Then the Additional Protocol which itemised the process o f  integration o f  
Turkey and EC was signed in 1970. In this Protocol, Chapter 2 was about ‘the elimination o f  
quantitative restrictions between the contracting parties’. The Articles, 21, 22, 23 on which the 
Turkish government’s argument against the EC’ proposition depended were as follows:
Article 21: Quantitative restrictions on imports and all measures having equivalent effect shall, 
without prejudice to the following provisions, be prohibited between the contracting parties.
Article 22: The contracting parties shall refrain from introducing any new quantitative restrictions on 
imports or measures having equivalent affect.
Article 23 The Community shall, on the entry into force o f  this Protocol, abolish all quantitative 
restrictions on imports from Turkey. This liberalisation shall be consolidated in respect to Turkey.

Article 60:2: If serious disturbances occur in a sector o f the economy o f  the Community or one ore 
more Member States, or prejudice the external financial stability o f  one or more Member States, or if  
difficulties arise which adversely affect the economic situation in a region o f  the Community, the 
Community may take, or authorise the Member State or States concerned to take, the necessary 
protective measures.



Chapter Three 94

started to apply 16 per cent temporary anti-dumping charges^' on Turkish cotton 

yarn exports- which became 12 per cent permanent anti-dumping charges in the 

early 1982 (Demirbilek 1990).

Against this charge, Turkey retaliated by applying 15 per cent duty on iron and steel 

imports from the EC countries (Tuncer 1982). After this move, the negotiations 

between Turkish textile and clothing producer-exporters^^ (represented by Istanbul 

Textiles and Clothing Exporters Association) and the EC Commission resulted in the 

mutual abolition of these charges and duties, yet gave birth to a voluntary export 

restraints agreement in the same year. This agreement brought about the 

introduction of quota applications on cotton yarn exports- later four other textile 

categories were added to cotton yarn (GATT 1994a). Meanwhile, the Commission 

either stopped importing Turkish clothing products in some categories or put 

limitations on some other categories (SPO 1985: 189-201). Equivalent negotiations 

therefore started for clothing exports and culminated in another voluntary export 

restraints agreement in 1986’̂  Both restraint agreements were not covered by the 

MFA.

Between 1981 and 1995 Turkish textile and clothing industry tried to learn how to 

live with the restrictions in its favourite market. As those restraint agreements were 

not negotiated and signed under the MFA^\ they were much more liberal and 

relatively set higher than the EC's quota arrangements with other countries (Tuncer 

1991). During this period, there was also a continuous improvement in this regard: 

community-wide quota arrangements on certain categories were gradually easing off 

and being set higher. (CAEU report, 1995). In the end, as indicated earlier, a custom^ 

union agreement between EU and Turkey, which would abolish nearly all mutual 

barriers to free circulation of goods came into effect at the beginning of 1996. Just 

before the customs union, fifteen textile and clothing categories - five textiles and

" As a result o f an anti-dumping investigations which commenced in 1979 (Demirbilek 1991).
In fact, Turkish state categorically rejected any direct negotiations with the Community declaring 

that they would violate the Agreement and the Protocol However, the state permitted the Turkish 
non-governmental industrial Associations in textile and clothing to establish a dialogue and 
negotiations with the bureaucrats (llyasoglu & Duruiz 1993)

Further restrictions were agreed on seven clothing categories GATT 1994a)
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ten clothing - had been under quota limitation in 1995 (ITCEU 1995a, ITCEU 

1995b).

Besides, since 1985 USA and since 1987 Canada, have also applied quota 

restrictions on Turkey by using the market disruption clause under the MFA rules '̂  ̂

(GATT 1994a; ITCEU 1995a, 1995b). The quota arrangements of Canada for a 

restriction on Turkish textiles seem to have not posed a threat to the Turkish textile 

and clothing industry mainly because it has not been one of the important 

destinations for Turkish products. However, since 1990 the restrictions to USA 

market appears to have constrained Turkish textile and clothing exports which had 

experienced a sharp increase in this market in the 1980s. Although quota 

arrangements with USA - as well as Canada- are still in effect"‘°, Turkey may be able 

to sell more textiles and clothing to the USA in the near future, due to Uruguay 

Round gave birth in December 1993 to the world trade liberalisation treaty, a 

treaty that would aim to eliminate, inter alia, textile quotas.

Under these circumstances, one may conclude that the future seems to be bright for 

Turkish textile and clothing exports. Generally speaking , this is the conclusion of 

Turkish state and business circles/'. The EU-Turkish customs union which already 

came into force appears to be of special importance. There is widespread agreement 

in Turkey that the customs union which abolished all quota restrictions would bring 

immediate benefits for the textile and clothing companies. However some exporters 

also say that for textile and clothing exports the customs union is overestimated by 

many, and they stress the need to find other markets that Turkey hitherto under- 

exploited^-. Those who are sceptical about the benefits of the abolition of quota

Rather a ‘‘gentlemen's agreement”.
The additional quota arrangements under MFA restraint arrangements were in force with Sweden 

from 1988 to 1991 and with Austria from 1990 to 1992, yet both later terminated.
"̂33 and 10 product categories are under quota arrangements by the USA and Canada respectively 

(ITCEU, 1995)
Some textile and clothing producers and pundits estimated textile and clothing exports in the 

beginning o f  the next decade ranged from 15 to 20 million dollars {Hedef, 24 November 1994, 
Informants BTFOl, BTF02, DTFOl)

For instance, an important Istanbul producers says:
“ (...) Alright, 1 accept restrictions o f  quota arrangements would bring something positive to 
us. But, how much? Presently quotas are imposed by EU on only the half o f  our exported 
textile products. For products under quota restrictions are also set high. In my opinion.
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restrictions basically think that Turkish textile and clothing exports which are to a 

large extent based on international subcontracting relations have reached more or 

less a saturation point in the EU market"\ According to them, going beyond this 

point is likely to be possible only with an increase in the attempts at label creation. 

O f course, this is not easy job, although recently there have been some positive 

developments in this respect. Apart from some very well established Istanbul-based 

firms which are able to do so, the majority which try to create their labels seem to 

have big problems stemming from unimaginative design and marketing or from 

allegations of imitation {Hurriyet 14 December 1996).

Furthermore some textile producers emphasise that as long as anti-dumping 

measures from which they suffer are in effect, the removal of quotas does not make 

any difference for them. In fact, EU producers have been using the anti-dumping 

rules to prevent their domestic production from being undermined (Barham 1995; 

Demirbilek 1990). It is reported that the EU rather than the USA, has paid more 

attention to anti-dumping technique mainly because of the EU Commission’s 

difficulty in getting authorisation for community-wide quota restrictions from 

member countries, notably Germany, the Netherlands, and Denmark which follow 

relatively liberal trade policies (Hamilton 1992) Anti-dumping restrictions seem to 

have been more flexible, allowing those protectionist countries to take more 

efficient, and extra protection for their domestic industries’ needs (GATT 1994a, 

1994b). These measures consist of price fixing with temporary or permanent tariff 

equivalents -mainly specific and variable duties or price agreements- on imported 

goods subject to anti-dumping investigation. In fact when an anti-dumping

Turkish textile exports would benefit at most 800 million US dollars from this. This is not an 
amount to be exaggerated. However, 1 think, we are overestimating this customs union. If we 
continue on this, we deceive ourselves (...). Thus, we should work on other markets such as 
USA and Far East, which we did not use enough so far. and Far Eastern markets (Ekonomist 
12 November 1995).

Meanwhile, Istanbul based leaders o f the Turkish textile and clothing sector appear to share this view 
on their declarations in the media. For instance, the Chairperson o f the Society o f  Turkish C lothing  
Producers says: .

“All people say that the abolition o f quota restrictions will open the door o f EU market with 
450 million people for Turkish textiles. 1 disagree with it. We have this market somehow. (...) 
more important is to enter into a market o f Eastern Europe and ex-Soviet countries” 
(Ekonomist 12 November 1995).

Based on the interviews in Bursa and Denizli.
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investigation starts, a temporary tariff equivalent may instantly be applied. Generally 

speaking when an investigation comes to end, this temporary tariff may become a 

permanent one. In the Turkish case, anti-dumping restrictions have been mainly on 

textiles, particularly synthetic yam products which are not covered by quota 

restrictions. Besides, in the post-1980 period cotton yam and towels and bathrobes, 

and home furnishing have also been under anti-dumping investigations by the EU. 

However among them, only cotton-yam products have faced anti-dumping tariffs so 

far. Since 1981 when the first anti-dumping tariff came into effect, the tariff on 

Turkish products stemming from anti-dumping investigations have ranged from 2 

per cent to 16 per cent (Demirbilek 1991, GATT 1994a, lyibozkurt et al. 1994). In 

1995 the average tariff on cotton yam and synthetic yarn were 8 per cent and 10-12 

per cent respectively**^

Although the customs union guarantees free circulation of goods and capital except 

for agricultural products, it just includes custom duties and charges, quotas but not 

anti-dumping charges. In fact after customs union, Turkey may still face the EU anti

dumping charges. These charges put extra pressure on Turkish yarn producers, who 

have not basically been competitive in international markets, unlike clothing 

producers in the EU market.

3.3.3 Textile and Clothing Industry under the market oriented economy

3.3.2. ] Problems in the state sector
As we have seen earlier, the state was itself actively involved in textile and clothing 

industry playing a leading role in investment, employment and economic growth in 

the process of the development of the country in pre-1980 period. Textiles however 

were not the only industries into which the state ventured. In fact, the state in the 

sixty years of the Republic created a giant network, spanning all major sectors of 

manufacturing industry, highly concentrated on intermediate and consumer 

industries. It had a virtual monopoly in petroleum refining, steel, paper, had 

important share in sectors such as textiles, cement, coal, sugar, machinery and

Based on the information obtained from Uludag Exporters’ Union (Bursa) and Denizli Exporters’ 
Union.
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chemicals^^ (OECD 1992, 1995, Walsdeth 1980). Nevertheless, this manufacturing 

activity, as mentioned above, entered into problem years in the 1970s, mostly 

because o f fail to pursue market objectives with continuous government 

intervention, rigid institutional and legal framework. Thus the stabilisation 

programme paid much attention to creating a more competitive environment for 

these state economic enterprises ( as well as other enterprises in agriculture, 

communication, energy, mining and services) in accordance with the liberalisation 

policies. The aim was to promote efficiency and eventual privatisation. Thus, the 

state first granted price autonomy to these enterprises (albeit controversial^) which 

had had to sell below market prices before 1980, accompanied by some (limited) 

modernisation investments, and some steps to mitigate persistent overstaffing. The 

first privatisation attempts started in 1987. But, the state has to a large extent failed 

to transfer the majority of state establishments to private ownership and 

management.

The state economic enterprise in textiles, Sumerbank, which had already lost its 

competitive power against rapidly developing private textiles in the country, started 

the 1980s even with losses, despite its positive efforts in exports (Figure 3.10, 

Appendix 11-Table 3A.11). After some slight improvement in its business later on, 

this enterprise became one of the first state economic enterprises which were put on 

the privatisation list. Until 1995 the state could not succeed in privatising the 

enterprise except its 291 retail outlets which were transferred to Sumerbank workers’ 

ownership and management. In the beginning of 1995, Sumerbank was still massive 

having 33 plants, 29 of them in textiles, 8 public limited companies in trades, 20 

subsidiaries, 134 retail branches, 17 regional headquarters, 49 bank branches''^ In 

1995, however, the banking activity of Sumerbank was privatised; the rest still wait 

for privatisation''^

In 1980 there were over 400 state manufacturing establishments claimed 37 per cent o f employees 
and 41 per cent o f value added in all establishments o f  the country with 10 or more workers major 
sectors (Appendix II Table 3A .I).

An OECD report indicates, in practice there has still been government intervention not at price 
levels but at timing o f the price-setting. (OECD 1992:94). 

based on Sum erbank  records.
Capital December 1995.
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In these years, the governments of Turkey to a large extent took evasive action about 

the restructuring of Sumerbank textile plants. As we can see in Appendix 11-Tables 

3A.3 &3 A.4 although gross fixed capital formation in state textile and clothing 

industry had increased until 1987, it was largely curtailed after 1987. Then 

Sumerbank with its outdated technology, overstaffing, serious problems in 

management, lack of interest of the state and boom in real wages in the late I980s^ ' 

ended up with heavy losses (Figure 3.10).

Figure 3.10 The Annual profit (loss) performance of Sumerbank. 1976-1991
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Source; Appendix 11-3A.10 

Although in 1995 the banking branch of Sumerbank was at last privatised, the 

industrial production has been still waiting for privatisation. Even if it is privatised, 

the textile acti\ity of Sumerbank. apart from its carpet production, will likely be 

terminated. Some left and left-Kemalist forces strongly oppose the privatisation of 

Sumerbank and other enterprises, supporting this state tradition on the basis of their 

benefits to the public and a premise that a change in property relations is nothing to 

do with efficiency problems of such enterprises (Boratav & Turkcan 1993, Kepenek

1995). They also believe that with efficient public management these enterprises 

would stand up again and serve the country, as they used to do. Nevertheless, 

considering the Turkish state's current position, this appears a very optimistic and 

idealistic desire.

See ( 'huplcr 5.
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The current situation in Sumerbank shows that the end is not far away and this will 

be the end of, arguably, the most important state economic enterprise. It was the firm 

what contributed most to the construction of the national economy. In the 1930s and 

1940s, it achieved to creation of the Turkish textile industry urgently needed by the 

masses. In this process, it mostly tried to invest in places in Anatolia with a legacy 

of artisanal production and also helped those places to develop their own private 

industry. It created a substantial number of key managerial, technical staff and 

skilled workers, many of whom were recruited by private firms in the course of time. 

Furthermore when their technology was renewed, the old machinery was mostly 

transferred to small producers or artisans. Not only with its plants, but also with its 

very extensive network of subsidiaries, regional headquarters, retail branches for 

consumer products, bank branches, this firm, to a great extent, broke up the closed 

peasant economies of most provinces, through linking provinces' markets each 

other(Toprak 1989, Walsdeth 1985, World Bank 1975).

3.3.3.2 Structure of rising private textile and clothing industry
Unlike its state counterpart, private textile and clothing, the main achiever of the

country's exports booms, has recorded growth in terms of number of establishments,

employees and real value added in this period. Figures 3.2.& 3.3 show that there

were 80 and 98 per cent increases in the number of private textile establishments and

in employees respectively between 1980 and 1992: while there were 1,428

establishments with 142.000 employees in textile and clothing in 1980, they jumped

to 2,233 establishments with 233,000 employees in 1992 (Figure 3.8). Value added

in textile and clothing establishments (based on the 1968 prices) grew even faster,

quadrupling in the same period (Figure 3.9).

Figures 3.7, 3.8 & 3.9 show that in parallel with the growing clothing exports, the 

number of private clothing firms, which had been very low before 1980, was sharply 

expanded too, even outpacing the textile counterpart in the 1990s. Although the 

number of employees and real value added in private clothing also strikingly 

increased in this period, the textile part of the private industry however seem to have 

still been dominant in terms of these measures. Clothing industry in fact has still
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been characterised by smaller establishments, even in the 1990s. For instance, in 

1992 an average clothing establishment employed 67 workers while a textile 

establishment was of 146 employees, and an average clothing establishment created 

only about one third of the value added made by an average textile establishment.

Appendix II-Table 3A.6 shows that gross fixed capital formation in textile and 

clothing showed sharp increases in post-1980 period, particularly in the second half 

o f the 1980s and the beginning of the 1990s. As we can also see in this table there 

has been a wide gap between textile and clothing parts of the industry. The textile 

sector, where there has been extensive technological changes and high barrier to 

entry, seems to have been the activity to which the most of the gross fixed capital 

formation in this period went. In the beginning of the 1990s, the gap indeed was as 

high as around forty times in investments between two parts of the industry. 

Examining the machinery imports in textile and clothing sector confirms that there 

has been very high amount of textile machinery imports since 1980 compared to 

limited clothing machinery imports (Appendix 11-Table 3A.11). Particularly in the 

1990s machinery imports in textiles (i.e. machinery for fibre, fabric and dyeing 

production) reached even nearly 1 billion US dollars, whereas clothing machinery 

imports only peaked at 90 million US dollars.

Several studies on the Turkish textile and clothing industry indicates that in the face 

of harsh competition the textile part of the industry has continuously invested in new 

technology which affects production costs and quality, while efficient management 

techniques have been the main issue rather than new technology in most of the 

clothing industry (Ansal 1991, 1993, Duruiz & Yenturk 1992, Ilyasoglu & Duruiz 

1991, Kayasu 1995). As a result of this, while the textile part of the industry has 

been in good condition in terms of new technologies, the clothing part has been still 

competing with low cost production with labour intensive technologies in the world 

markets. But it is also reported that there has been a positive development in 

clothing enterprises, particularly in large enterprises in terms of using computer- 

based technology as well.
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On the other hand, some other researchers indicate that despite this strong 

investment in Turkish textiles, particularly via imports, the private textile industry 

has not been technologically at a competitive level, mostly because many 

entrepreneurs in this part of the industry have not imported state of the art 

technology, instead almost outdated second-hand machinery (Alpay & Ulcay 1994). 

These researchers blame the state for having a myopic view about the industry and 

thus for never paying serious attention to shaping these investments and directing 

attempts to the production of machinery in the country. They also argue that there 

was a need in 1994 to invest 10 billion US dollars to update the technology in short 

term, and for long term solutions the country should focus on producing its own 

machinery. Related to this, a survey carried out by the Istanbul Chamber o f  Industry 

which aimed to examine the competitiveness of its member firms each sector with 

specific reference to the expected custom&union agreement (ICI 1995). According to 

this survey, in small textile firms^" the technology is definitely below competitive 

levels, whereas only 44 per cent and 55 per cent of medium-sized and large firms^' 

are found to be somehow technologically competitive. Although the clothing sector 

in terms of small firms has the same poor result, medium-sized and large firms seem 

to be better equipped than their equivalent in textiles, mostly because of the present 

low technological nature of the industry world-wide: for medium-sized and large 

firms, these ratios were 81 per cent and 82 per cent respectively.

Now let us briefly examine the provincial distribution of private textile and clothing 

industry with Maps 3.6, 3.7 & 3.8 based on data about establisliments with 10 or 

more workers in 1992 (1 do not attempt to do the same for state textiles as I did 

before because there has been nothing but a decline in all establishments since 

1980).

We have just seen that during the period up to 1980, private textile and clothing 

investments were concentrated on four provinces: Istanbul, Adana, Bursa and Izmir. 

Although textile and clothing industries in these provinces except Adana appear to

Small firms are classified as firms employing less than 20 employees.
" According to the classification o f the ICl, medium sized and large firms are firms employing 20-99  
and 100 plus respectively.
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have continued their progress, and still led the country’s activity in the new period, 

they saw a decrease in their total share in the country’s textile and clothing 

production. Their share in the number of all textiles establishments and all 

employees dropped from 78 and 76 per cent in 1979 to 73 and 71 per cent 

respectively in 1992. Meanwhile, their share in value-added witnessed a deeper 

decline to 67 per cent, down from 80 per cent in the same period^l

As the share o f traditionally strong places in the country’s textile and clothing 

production has fallen, the share of some other provinces has risen. Comparing the 

two sets of maps for 1979 and 1992, we can see first of all that several provinces in 

the north-west and south-east regions first appeared on the maps for 1992 with 

similar level of textile and clothing industry. Edirne, Tekirdag and Kirklareli in the 

north-east, more specifically in Thrace, managed to create some development in 

textiles mainly because of the expansion of Istanbul’s textiles. Another brand-new 

development o f textiles happened in the south-east provinces, K. Maras, Malatya and 

Adiyaman which had virtually nothing in private textiles but some artisanal tradition 

and state textile factories just before 1980. This development in these provinces 

(which are still officially considered to be the less developed regions of the country, 

and thus have special care of the state) seem to have been mostly due to the activities

Istanbul's textile and clothing industry continued its development, reaching 1,738 establishments 
with I I 1.800 workers as far as establishments with 10 or more employees are concerned. The ratio o f  
the number o f  textile and clothing establishments in Istanbul to those in the country increased to 58 
per cent, but the number o f employees and value added remained at 45 and 43 per cent respectively 
in 1992. This seem to be mostly stemming from the remarkable rise o f  small and medium-sized 
clothing forms in Istanbul. The number o f  clothing establishment jumped from 1,188 to 11,008 
between 1979 and 1992; half o f which were comprised o f  establishments with em ployees between 10 
and 25 workers. In addition, 55 per cent o f nearly 16,600 very small textile and clothing 
establishments in 1992, employing less than ten workers that the SIS managed to reach, were in 
clothing.

Bursa showed also a remarkable progress, becoming the second strongest province in textiles and 
clothing with its 202 firms which employed nearly 31,000 workers and created 28 per cent o f  value 
added made by Istanbul's producers in 1992. Izmir was with its 208 textile and clothing 
establishments with almost 18,000 workers which however created just about half o f  the value added 
made by those Bursa’s establishments in the same year. The likelihood is that this difference stems 
from the fact that Izmir has progressed as a clothing place, while Bursa has still been a textile-based 
province -though, as we will see in the next chapter, clothing sector has shown some progress. Adana 
has become the only province which has faced a stagnation even a decline. The number o f  
establishments and employees decreased to 50 and 16,300 in 1992, down from 51 and around 22,000  
in 1979. These large cotton yarn producers just managed to increase their real value added slightly 
between these years.
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of their indigenous small firms. In this region, there is another province, Gaziantep, 

is apparently one of the new winners of post-1980 period. Between 1979 and 1992 

the textile industry in this province nearly doubled its number of establishments, 

tripled its number of employees and increased real value added had over seven 

times.

These provinces in the South-east region which are not much affected by the 

Kurdish insurgency, seem to be a new growth pole of the Turkish textiles in recent 

years because of incentives, relatively low cost labour and the benefits of a giant 

irrigation project. Southeast Anatolian Project, using the Euphrates' water to boost 

agricultural (mostly cotton) production in a naturally infertile region. Thanks to this 

irrigation project, whose first fruits have blossomed recently, large textile firms 

based in the western part of the country began to establish yam factories in the 

region to take advantage of booming cotton production. It is reported that some other 

relatively safe provinces of this region, such as Urfa and Diyarbakir, have also been 

the destination of large investments by textile firms from Istanbul and, to a lesser 

extent, from Aegean {Capital ,lanuary, March 1996, Hurriyet 14 December 1995, 14 

February 1996, 8 May 1996).

In the provinces of the Aegean region there has also been some development, based 

on their indigenous small and medium-sized firms. However, only one province 

among them, Denizli, has showed remarkable progress so far. Denizli textiles in fact 

increased its employees and real value added by about seven times between 1979 

and 1992, while the number of establishments nearly quadrupled in the same period. 

With this development, Denizli has become the fifth strongest province after the four 

large towns in terms of the activities of private textiles in the country. Apart from 

this region, we can see that even Ankara and Eskisehir in central Anatolia also 

showed some progress while Kayseri where there was a relatively developed textile 

industry of large firms in 1979 seems to have slowed down- though it is still a 

relatively important value-added producer.
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Before finishing the section, let us briefly consider other important private industrial 

sectors in the country. Appendix II-Table 3A.14 illustrates some other most 

important private industries apart from textile and clothing since 1980. These 

industries are food and beverages (ISTC 31), chemicals, (ISTC 35), basic metal 

industries (ISTC 37), fabricated metal products, machinery and equipment and 

transport vehicles (ISTC 38). Among them the most important group of industries is 

the fabricated metal and related industries in terms o f number of establishments, 

employees and real value added since 1980. This group of industry seems to have 

increased its value added even more than textiles in this period. Nevertheless, this 

group is very broad, including different three-digit industries: most importantly, 

fabricated material (ISTC 381), electrical (ISTC 383) and non-electrical machinery 

(ISTC 382) and transport equipment (ISTC 384) industries. We can see that these 

four most important industries in this group experienced almost equal development 

in this period. In addition, chemicals (ISTC 35) appear to have been another most 

important industrial category in which private sector has been especially active in 

manufacturing of basic chemicals and fertilisers (ISTC 351), rubber (ISTC 355) and 

plastic products (ISTC 356). These two most important three-digit industrial groups 

of private capital have not been just involved in the national market, but shown some 

positive sign in the exports as well, as we have just seen in the earlier section.
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3.3.3.3 indigenous development o f  private textiles or lack o f  foreign investment

“With the current average growth rate at 5 per cent, Turkey cannot catch up 
with developed countries unless something extraordinary happens. ... Foreign 
investment seems to be one o f  the most important ways to make sure o f  an 
annual average growth rate at 10 per cent, needed to catch up those 
countries" (UTFT 1993: 1).

This statement in the beginning of the Foreign Investment Report of the General 

Directorate of Foreign Investment, Undersecretariat o f Treasury and Foreign Trade 

(UTFT) shows how the post-1980 development process in Turkey has paid utmost 

attention to foreign investment. Indeed, Turkey has continuously made efforts to 

attract more foreign capital to the country since 1980.

However, this ambition is not only found in the post-1980 period. Turkey witnessed 

the introduction of foreign investment policy in the beginning of 1950s, after the 

decades of autarchy came to an end. Even though in the 1950s foreign capital 

investment in Turkey remained in its infancy, the two following decades saw an 

increase. Until the planning period started in 1963, the value of foreign capital 

invested in Turkey had not reached even one million US dollars, then during the 

three successive five-year planning periods between 1963 and 1978, it constituted 

115, 183 and 362 million US dollars respectively (Kepenek 1982: passim). 

However, the final year of the third five-year planning period in 1978, saw a drastic 

decline in foreign investment in Turkey and this decline continued until 1980: due to 

the deteriorating economic atmosphere of the late 1970s, foreign investments 

dropped drastically from 132 million US dollars in 1977 to 65 million in 1978, 91 

million in 1979 and 35 million in 1980 (Herslag 1988: 81, UTFT 1993).

Under these circumstances, one of the immediate aims of the export growth policies 

of the 1980s was to make the foreign investment take an upswing. In an effort to 

encourage foreign investment capital, a Foreign Investment Department was 

established within the State Planning Organisation; then this unit became a General 

Directorate and was transferred to the Undersecretariat o f Treasury and Foreign 

Trade. Meanwhile, new legislation came onto the agenda, minimising the
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bureaucracy involved, providing guarantees for foreign capital against 

nationalisation and establishing principles for capital and profit transfers and 

resolution of possible disputes (OECD 1990, GATT 1994a, GATT 1994b, SPG 

1990a, UTFT 1992b). The state also decided to enact further measures concerning 

fiscal incentives, export and investment incentives, for foreign private investors 

(Yilmaz 1986:10). Additionally, free port zones for customs free business 

transactions at Antalya, Izmir and Mersin were established to encourage greater 

participation o f foreign investment capital in Turkey (SPG 1990a).

Following all these measures taken by the state, direct foreign investments have 

significantly increased since 1980. Examining the data on these investments in 

Turkey between 1980 and 1994 reveals that the amount of foreign investment inflow 

which was 35 million US dollars in 1980 grew to 158 million in 1985, 1.005 billion 

in 1990 and 1.242 billion in 1992 (SPG 1990b, 1991. 1995, UTFT 1993). However, 

since 1992 there has been a gradual decrease in direct foreign investments to 1.016 

billion in 1993, 830 million US dollars in 1994^\ The number of foreign firms 

investing in Turkey which was 78 in 1980 rose sharply to 408, 1,856 and 2,830 in 

1985, 1990 and 1994 respectively. The foreign investments in this period have come 

mainly from France, USA and Germany, closely followed by Holland, Switzerland, 

UK. Italy and Japan. Between 1980 and 1995, the shares of France, USA and 

Germany in the cumulative total of foreign investment permits have been 15.1, 13.8 

and 10.6 per cent respectively.

Despite this upturn in foreign investments in most of the post-1980 period, these 

records are far from encouraging. The General Directorate of Foreign Investment of 

UTFT, in their reports, mentioned above, show their dissatisfaction with these levels 

(UTFT 1993b). Based on the GECD data for its member countries, cited in that 

report, direct foreign investments in Turkey were well below those in Greece and 

Portugal between 1988 and 1990. Balasubramanyam in his article, states that the 

main difference between many developing countries and Turkey is the lack of 

foreign direct investment in the latter. According to its data on the basis o f UNCTC

" based on LIFT data records.
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and UNCTAD statistics, the value of average flows of foreign investment in Turkey 

between 1981-1988 was only 42 per cent of that in Indonesia and 32 per cent o f that 

in Thailand; in the same period It was around 7 per cent of those in Brazil and 

Mexico, champions of foreign direct investments among developing countries 

(Balasubramanyam 1996). These investments constitute a small percentage of 

Turkish annual gross fixed capital formation: for instance, in 1993 and 1994 foreign 

direct investments only contributed 3.0 and 3.1 per cent share of gross capital 

formation.

Political and economic instability which Turkey has suffered for a long period 

appears to be the main reason for this unsatisfactory growth of foreign investment. 

In fact Turkey has been afflicted by long-term chronic inflation and heavy debts, 

accompanied by social trauma, stemming from separatism and the Islamic 

movement. It is widely considered in international business circles that these issues 

have negatively affected foreign investment decisions {Financial Times April 15 

1994. November 3 1994, November 9 1995, January 22 1996). In addition, 

according to an OECD report, recently stronger labour pressures for real wage 

increases could also have been a deterrent (OECD 1991: 101)^\

Focusing on the sectoral breakdown of foreign investment in Turkey, one can say 

that most investments have concentrated on manufacturing since 1980 (SPO 1981, 

1988,1991a, 1991b, 1995, 1996, UTFT 1993). Almost 90 per cent at the beginning 

of the 1980s, but gradually declining, reaching just below 60 per cent on average in 

the 1990s. Investments have taken place on a growing scale in the service sector - 

particularly tourism, trade and banking. In manufacturing, sectors which have been 

attractive for foreign investors in this period are transport equipment and related 

industries, chemicals, food, beverage and tobacco, followed by electrical and 

electronic machinery and iron and steel. Compared to these sectors, textiles have not 

succeeded in attracting foreign capital. Although there has been a gradual increase in 

the value of foreign investment in textile and clothing, its share in total foreign direct 

manufacturing investments has been very small and has decreased over time. In fact.

This issue will be analysed in the next chapter.
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the share of textiles in total manufacturing foreign investments, which was 4.4 per 

cent in 1980, saw a gradual increase, reaching 8.68 per cent in 1984, then it sharply 

decreased to 5.2, 2.6 and 2.16 per cent in 1988, 1992 and 1994 respectively. In this 

limited foreign investments in textiles, German firms seems to have been of 

paramount importance, registering almost half of total foreign investment permit 

certificates in this period.

The examination of the unpublished data records of foreign investment permit 

certificates related to textiles, supplied by the General Directorate of Foreign 

Investments of UTFT for 1980-1995^\ reveals 278 foreign investment certificates. 

The main locations for foreign investments in textiles have been overwhelmingly 

Istanbul and some other nearby provinces. In fact Istanbul has attracted around half 

of the certificates. Bursa, Izmir and Tekirdag have had a further 35 per cent of them. 

The rest (almost 15 per cent) has been mainly shared by Adana, Icel and Kocaeli.

3.3.4 State incentives
“...1 do not have any intention to export, I said... Everybody (state officials) 
was shocked. Then 1 explained why I do not intend it. 'As you know, business 
depends on nothing but profit. At the moment, I can sell my yarn products at a 
higher price in the domestic market than in the international one. Why should I 
sell them abroad then? But if you (the state) give a 35 per cent tax refund, I 
may do” {Capital May 1996:59)

These words of one of the post-1980 business tycoons illustrate the primary problem 

in the transition from an inward to an outward-oriented economy in Turkey. It is 

probable that in the import substituting economy of pre-1980 Turkey, the main 

competition among business people had been to obtain a share of imports which had 

created significant rents for import substituting industrialists. Under the protection 

measures of the government, many entrepreneurs followed the imperative of selling 

to the national market, often fuelled by high domestic mark-ups (Ilkin 1991). The 

sudden change in the direction of the economy to exports meant the reversal of this 

habit. Incentives seem to have fulfilled the function of being the main trigger to 

ignite exports.

1995 data just cover investments until the 1st o f  May.
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There have essentially been two different kinds o f incentives: export and investment 

incentives in Turkey; the former has generally been composed of tax rebates, export 

credits, and foreign exchange allocations, the latter has included several tax 

exemptions, or reductions, incentive credits and value added tax refunds on 

machinery investment. In this section the aim is to analyse those incentives. To do 

so, first 1 describe the post-1980 period performance of these incentives in turn. For 

export incentives, basically three important incentives issued to exporters will be 

discussed. This will be done with reference to the textile and clothing industry so far 

as the data are available. Later, investment incentives will be considered in their 

legal form of, investment incentives certificates. These certificates are legal 

documents under which designated investors are entitled to benefit from a number of 

different supports. Here again, 1 try to present both the data for all sectors and those 

for textiles and clothing. Furthermore, thanks to the available data for investment 

incentives certificates, the analysis is extended down to a provincial basis. Before 

starting, 1 should indicate that like investment incentives, export incentives as well 

are legally regulated with export incentive certificates by the state, certificates issued 

to exporters engaged in cross border-trade of more than 50,000 US dollars. 

Nevertheless, the data on these certificates obtained from the Undersecretariat o f  the 

Foreign Trade date back to only 1985, a year after the Law Regulating Foreign 

Trade which reorganises export incentives, was enacted. Because of this, instead of 

giving certificate data, 1 will give the main components of this export incentive 

system in this section.

3.3.4.1 Export incentives
Export incentives have been the main mechanism of the state’s support to exporters 

particularly generous until 1984. Yet they seem not to have been designed 

systematically. As pointed out by the Head of Export Incentives Office, the
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Undersecretariat of Foreign Trade^^, rather they principally aimed at short term 

benefits, just looking at exporting the surplus of any sort of domestic production. 

The principal and most attractive incentive for exporters were tax rebates which 

aimed at reimbursing exporters for indirect taxes paid in different stages of 

fabrication. With tax rebates the government funded exporters directly, so the 

exporters eventually enjoyed a tax refund bonanza. As is clear in Table 3.2, tax 

rebates on total exports sharply increased until 1984, both in absolute terms and as a 

share of total exports. During this period, there was about a twenty times increase in 

total tax rebates which helped to increase total exports from 10.7 billion TL to 26.8 

billion TL, at 1968 constant prices. As a share of exports, tax rebates also reached a 

peak of almost 18 per cent of total exports in 1984.

Starting in 1984 however, with the adoption of specific policies that aimed to create 

stability in export markets, tax rebates were constantly curtailed, and eventually 

came to an end in early 1989. The main reason for this sharp and sudden fall and 

finally cessation, was the 'Subsidy Code’ agreed between GATT and Turkey. 

Turkey's decision to join this agreement apparently required a revision of the 

incentives, particularly the tax rebate system. According to this, the state was 

supposed to reduce incentives beginning from 1985, pledging to eliminate them by 

the end of 1988 (Balkir 1993: 157-158; Ilkin 1991: 95). Besides this, de jure 

necessity, there is an important de facto reason which seems partly responsible for 

this modification. Actually, tax rebates were not without their adverse effect: 

fictitious exports based on overinvoicing practices. In fact, overinvoicing occurred 

due to high level of tax rebates which easily gave room for abuse of the system 

through fraud (Onis 1992:91; Rodrick 1988). This created a strong public reaction 

against tax rebates. The “neutral trade” pressure of GATT as well as the public 

reaction to overinvoicing prepared the way for the government which already wished 

to lower the public budget deficit, of first holding down, then eliminating tax rebates 

in the beginning of 1989 (GATT 1994a, 1994b). Just a month before the tax rebate 

system was abolished at the end of 1988, the Turkish government enacted another

The keynote speech o f Suat Balaban, H ead o f  the Office o f  Exports, Undersecretariat o f  Treasury 
and  Foreign Trade in the Annua! M annaris M eeting  in 1992, organised by the Turkish Textile 
Employers Union (Tekstil Isveren n o .167:14-17, 1992).
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incentive type; this was direct corporate tax exemption by which a certain amount of 

export earnings could be declared non-taxable. The exemption rate was 20 per cent 

in the beginning, but later on it was decreased to 12 per cent in 1991 and 5 per cent 

in 1992 (GATT 1994a: 84-92).

Tax rebates on textile and clothing exports showed a similar trend to general tax 

rebates in the same period (Table 3.2). While textile and clothing exports were 

enjoying uninterrupted growth during 1980-1988, tax rebates on textile and clothing 

as a share of this sector exports faced a sudden increase and decrease successively. 

There was almost fifteen times increase in total tax rebates on textiles exports 

between 1980 and 1984, then a sudden decrease to around one fourth, on average, of 

the 1984 figure in the rest of the period. On a closer examination of the last two 

columns in this table which weigh the importance of tax rebates in total and textile 

and clothing exports, we can see that textile and clothing exporters had more scope 

to earn tax rebates on their exports compared with most of the other exporters until 

1984 when the tax rebate system was in its heyday. For instance, in 1983 the ratio of 

textile and clothing rebates to this industry’s exports was around 18 per cent while 

the same ratio for total rebates to total exports was only 9 per cent. Textile and 

clothing exports later on faced correspondingly more drastic drop in their tax rebates 

than total exports did. For example, in 1986 tax rebates on these exports constituted 

only 3 per cent of these exports, while total tax rebates to total exports was nearly 6 

percent.

The reason behind this seems to be changes in tax rebate rates among sectors during 

the period. As a matter of fact, all exportable commodities were consolidated into 

ten lists, each with its specific tax rebate rate, varying from 20 per cent down to 

virtually nil. Various commodities within textile and clothing were classified in 

different lists and they changed over the years. For example, most of the 

commodities within textile and clothing were covered mainly by lists giving higher 

subsidy rates in the beginning of the 1980s, but later on transferred to lists with 

lower subsidy rates. Thus, sectoral subsidy rates through tax rebate system in textiles
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and clothing were strikingly shrunk after 1984, making this sector less favourable 

than others (Balkir 1993:139, Togan 1994: 107-112).

Export credits through which the state has aimed to encourage exports with low 

interest rates, linked to low or free taxes, fees and duties have been another 

important heading in the system of export incentives. To do so, the state has either 

provided funds channelled through commercial banks to exporters or has directly 

subsidised those banks which have been providing exports credits from their own 

resources. Table 3.3 shows that export credits have experienced short cycles, yet 

some significant increase during 1980-95. There was in fact a sudden increase from 

around 4.4 billion TL in 1980 to nearly 16 billion TL in 1983, in 1968 prices. Due to 

a modification in export credit system however, there has been a remarkable decline 

to 7.5 billion TL in 1985. Again the credits took off in a year, then sustained stability 

with slight increases and decreases. Meanwhile, the ratio of export credits to total 

exports was remarkably high until 1983, maximising themselves at almost 57 per 

cent of the total exports in 1983. They however faced a sudden decrease between

1983 and 1986 then took an upward trend to some extent and stabilised at around 25 

per cent later on until 1994 when there was a further decrease again.

It is difficult to find data about export credits on textiles in Turkey. The officers in 

the Central Bank and Export Import Bank (Eximbank), which both controlled export 

credits whom 1 talked to in my field work stated that they did not have plausible data 

of export credits on sectoral basis. Although they basically have records of export 

credits which include sectoral information, and have made attempts to organise them 

sectorally, there is no comprehensive work on them, they said. Meanwhile, the most 

comprehensive work on export incentives in Turkey only gives the data of export 

credits between 1980 and 1984 on a sectoral basis (Togan 1994). Interestingly these 

data show that export credits on textiles have been decreasing from 36 to 17 per 

cent, while total export credits increased in the first four years of the 1980s. But after

1984 this study also does not manage to provide sectoral distribution of export 

credits. Therefore, lack of data does not allow one to draw a conclusion on export 

credits on textiles and clothing in this period.



Table 3.2. lax rebates and exports, 1980-1988 (-1968 prices, million I L), (percent)

Year
1

Total tax 
rebates 

1968 prices 
million TL

II
Tax rebates on 

textile and 
clothing exports 

1968 prices 
million TL

III
Total exports 

1968 prices 
million TL

IV
Total textile 
and clothing 

exports, 
1968 prices 
million TL

ll/l
Rebates on textiles 

and clothing/total 
rebates 

per cent

IV/III
Textiles and 

clothing 
exports/total 

exports 
per cent

I/Ill
Total 

rebates/total 
exports 

per cent

ll/IV
Rebates on 
textiles and 

clothing/textile 
and clothing 

exports
1980 237.8 128.1 10,738.3 1,570.5 53.9% 14.6% 2.2% 8.2%
1981 882.4 306.1 18,995.5 3,196.0 34.7% 16.8% 4.6% 9.6%
1982 2,455.8 854.7 26,513.7 4,855.5 34.8% 18.3% 9.3% 17.6%
1983 3,248.6 1,315.9 28,332.3 6,385.8 40.5% 22.5% 11.5% 20.6%
1984 4,798.1 1,911.3 26,852.9 10,025.0 39.8% 37.3% 17.9% 19.1%
1985 2,957.1 846.0 42,754..5 9,619.3 28.6% 22.5% 6.9% 8.8%
1986 2,269.0 301.0 40,355.6 10,047.1 13.3% 24.9% 5.6% 3.0%
1987 2,580.0 488.7 52,039.3 13,653.4 18.9% 26.2% 5.0% 3.6%
1988 2,412.9 515.8 60,106.0 16,280.3 21.4% 27.1% 4.0% 3.2%

Source: Columns I and II are calculated from Togan (1994: 101-107) based on various issues o f  the Annual Reports o f  the Office o f  Incentives and Implementation at the 
State Planning Organisation. Columns III and IV are calculated from various issues o f Foreign Trade Statistics, SIS.

ÎI



1 a b l e  3 .3.  l i x p o r t  c r e d i t s  a n d  f o r e i g n  e x c h a n g e  a l l o c a t i o n s  ( I ' l i A )  in Tu rk ey ,  1 9 8 0 - 1 9 9 5  

( 1 9 6 8  p r i c e s ,  m i l l i o n  T L ) ,  ( m i l l i o n  U S  d o l l a r s )

years Export credits 
million IL.

Export 
credits/total 
exports per 

cent

Total foreign 
exchange 

allocations 
(FEA)million $

FEA on textile 
and clothing 

million $

FEA on 
textiles and 

clothing/ total 
FEA

FEA/total exports FEA on 
per cent textiles and 

clothing 
/textiles 

and 
clothing 

exportsper 
cent

1980 4.425.8 41.3% 170.78 45.58 26.7% 5.9% 10.7%
1981 7,405.8 39.9%o 355.89 96.17 27.0% 7.6% 12.0%
1982 13.570.9 5l.9"/o 542.29 132.74 24.5% 9.4% 12.6%
1983 15.889 4 56.8% 872.40 197.53 22.6% 15.2% 15.2%
1984 8,668.9 22.8% 815.72 170.47 20.9% 11.4% 9.1%
1985 7,463.3 17.6% 1,819.21 259.71 14.3% 22.9% 14.5%
1986 13,637.1 34.0% 2,618.04 431.00 16.5% 35.1% 23.3%
1987 12,925.2 25JW& 3,363.53 502.60 14.9% 33.0% 18.6%
1988 12130.1 20.5% 3,329.53 576.47 17.3% 28.6% 18.0%
1989 13,499.4 25.6% 4,052.96 744.67 18.4% 34.9% 21.2%
1990 13,697.3 28.9% 3,823.56 904.70 23.7% 29.5% 22.3%
1991 11,058.4 21.4% 4,351.21 1,085.15 24.9% 32.0% 25.1%
1992 11,204.0 20.2% 5,162.51 1,272.08 24.6% 35.1% 24.1%
1993 13,386.7 22.9% 5,294.92 1,457.83 27.5% 34.5% 26.9%
1994 11,571.7 13.7% 7,055.84 2,062.93 29.2% 39.0% 32.8%
1995 14,030.7 n/a 9,062.85 2,691.80 29.7% n/a n/a

S o u r c e :  t o r  t h e  d a t a  u n t i l  1 9 9 0  in th e  c o l u m n  I. T o g a n  ( 1 9 9 4 ) .  fo r  the  o f  1 9 9 1 -9 5 .  Central Bank o f  Turkey r e c o r d s . )  o r  th e  d a t a  un t i l  1 9 8 7  in th e  c o l u m n s  i l l  

a n d  IV .  T o g a n  ( 1 9 9 4 ) .  fo r  t h e  1 9 8 7 -9 5 .  Cndersecretariat o f  I 'oreign Trade d a t a  re c o rd s .  O t h e r  c o l u m n s  a re  c a l c u l a t e d  b a s e d  o n  th e se  d a t a  a n d  e x p o t r l s  f ig u res  

g i v e n  ea r l ie r . .

00
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The system of foreign exchange allocations has also been used as an important 

incentive system in this period. In this scheme, eligible exporters who have been 

exempt from taxes and duties by virtue o f their production of exports. Compared to 

other export incentives, the system of foreign exchange allocations seems to have 

been the only incentive which has enjoyed continuous growth during 1980-1995. As 

shown in Table 3.3, these allocations on exports have witnessed almost a fifty-three

fold increase in this period, reaching to around 9 billion US dollars in 1995. 

Additionally, this increase is accompanied by the growth of the allocations as a share 

of total exports which peaked at 39 per cent in 1994. Textile and clothing sector has 

also found that foreign exchange allocations to itself have blossomed in this period. 

Showing a sixty-fold increase during 1980-1995, their increase in the textile and 

clothing sector has been faster than in the rest of economy. In fact, allocations to 

textile and clothing began to rise from 45 million US dollars in 1980 to 2,691 

million US dollars in 1995, representing almost one-third of textile exports.

Finally it is possible to say based on Togan’s research that in all these export 

incentives the clothing part has been subsidised more than textiles (Togan 1994 & 

1996). Although, there was no big difference between effective subsidy rates 

through export incentives on textile exports and clothing exports in the beginning of 

the 1980s (both much higher than the average of total sectors subsidy rates), this 

picture changed later on. In fact, the textile part saw a drastic decline in these rates 

below the total sectors average by 1990. Despite some decrease in subsidy rates on 

clothing exports, they remained much higher than textiles and total sectors’ 

averase’^

Based on Togan’s calculations, the effective subsidy rate on textile exports was 6.4 per cent in 
1990 whereas this rate on clothing was 43.9 per cent. In the same year the sectoral average was 12.5 
percent (Togan 1994:147).
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The system of foreign exchange allocations has also been used as an important 

incentive system in this period. In this scheme, eligible exporters who have been 

exempt from taxes and duties by virtue of their production of exports. Compared to 

other export incentives, the system of foreign exchange allocations seems to have 

been the only incentive which has enjoyed continuous growth during 1980-1995. As 

shown in Table 3.3, these allocations on exports have witnessed almost a fifty-three

fold increase in this period, reaching to around 9 billion US dollars in 1995. 

Additionally, this increase is accompanied by the growth of the allocations as a share 

of total exports which peaked at 39 per cent in 1994. Textile and clothing sector has 

also found that foreign exchange allocations to itself have blossomed in this period. 

Showing a sixty-fold increase during 1980-1995, their increase in the textile and 

clothing sector has been faster than in the rest of economy. In fact, allocations to 

textile and clothing began to rise from 45 million US dollars in 1980 to 2,691 

million US dollars in 1995. representing almost one-third of textile exports.

Finally it is possible to say based on Togan’s research that in all these export 

incentives the clothing part has been subsidised more than textiles (Togan 1994 &

1996). Although, there was no big difference between effective subsidy rates through 

export incentives on textile exports and clothing exports in the beginning of the 

1980s (both much higher than the average of total sectors subsidy rates), this picture 

changed later on. In fact, the textile part saw a drastic decline in these rates below 

the total sectors average by 1990. Despite some decrease in subsidy rates on clothing 

exports, they remained much higher than textiles and total sectors’ average^

Based on Togan’s calculations, the effective subsidy rate on textile exports was 6.4 per cent in 1990 
whereas this rate on clothing was 43.9 per cent. In the same year the sectoral average was 12.5 per 
cent (Togan 1994:147).
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3.3.4.2 investment incentives
The legislation for the state incentives on investment states that the aim is to support 

projects which are able to decrease the imbalances among regions, increase 

employment and possibly to be oriented to exports and to be internationally 

competitive (UT 1995b: 3). In this system tax concessions and direct grants have 

been issued to investments subject to qualifying for an 'incentive investment 

certificate' (IIC) issued by Turkish State Planning Organisation in the 1980s, then by 

Undersecretariat of Treasury and Foreign Trade. In fact these certificates have 

become the principal medium of investment incentives. Eligibility criteria are 

basically related to the size of the investments. This means that in order to be 

qualified for an IIC, an investment has to exceed some minimum threshold size. This 

threshold is apparently varied in different regions. Actually it overtly favours less 

developed provinces which are called ‘provinces having priority fo r  development' by 

giving more privileges to investments in these places. For those investments, 

eligibility criteria are less stringent. For example, in 1995 the minimum threshold 

size for investments is 6 billion TL in the provinces having priority for development’ 

but 10 billion TL in other places. This is the equivalent of almost 131,000 US dollars 

and 218,000 US dollars respectively , based on the Central Bank average exchange 

rate for 1995. However for some priority investments, basically for research and 

development projects and environmental projects, these minimum figures would be 

halved in both regions (UT 1995b :28-29).

Once investment projects are qualified for IICs, depending on the specification of 

projects they are, in effect, entitled to benefit from: I) investment allowances on 

corporation taxes: iijvalue added tax refunds on imports of machinery and 

equipment; iii) the provision of public land (for some specific projects); ivjbank 

credits at low interest rates: v) other tax exemptions, such as customs taxes and 

construction fees etc. (UTFT 1990; 1991; 1992; 1993; 1994). Under these main 

headings, different subsidy and allowance rates have been applied for different 

projects and for different regions. As a matter of fact, their continuous change in the 

period have made the IIC procedure highly complex and hardly transparent. Because 

of this, it is not possible to give the actual values of incentives on investment. The
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number of certificates and the amount of investment qualified for the certificates are 

the only available data for the analysis

An OECD report on the Turkish economy mentioned that the governmental aid for 

industry with investment incentives was very generous particularly in the second half 

of the 1980s when tax rebates and other subsidies to exports were relatively 

declining (OECD 1990-1991: 93-94). It is indeed clear in Table 3.4 that both the 

number of IICs and total value of investments holding IICs increased in the second 

half of the decade. This table shows that investment certificates experienced short 

term fluctuations between 1980 and 1994 both in terms of number of the IICs as well 

as total value of investments holding IICs. This increase did not, however, continue 

after 1990. The 1990s have become inter alia a reorganisation period for the 

investment incentives with the government’s attempt to comply with the more 

"neutral” international trade pressures of GATT. A new Investment Promotion 

Regime has reorganised the investment incentive system in the 1990s. During the 

first two years, this meant a sharp fall in the number of certificates and the value of 

investments of these certificates. An upswing came in 1993; then with heavy 

financial problems that the state faced in 1994, they decreased again.

It should be pointed out that these incentive certificates are theoretically not only 

issued to the private but also to the public sector. Considering the whole economy, 

the state sector seem to have indeed benefited from these incentives particularly in 

the mid-1980s just before privatisation period started in 1987. Later on however 

their share sharply fell. In textile and clothing sector, however, the share of public 

sector has been virtually nothing since 1980 (Appendix II-Table 3A.15).

Generally speaking, compared to export incentives, the textile and clothing sector 

enjoyed a falling share in investment incentives between 1980-1990 (Table 3.4 ). 

Since 1990, it has quickly increased its share in terms of number of investments and 

the value of qualifying investments holding incentive certificates. An important 

reason might be related to the fact that textile and clothing industry was unlikely to 

have been considered to be a ‘sector with special priority’ in the 1980s. In addition 

new investments for yam production ceased being supported in the second half of
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the 1980s. Clothing part of the sector began to enjoy this status in the 1990s which 

would possibly bring more opportunity to the producers to be qualified for an IIC 

{Tekstil Isveren, 1990 no. 144). Nevertheless, in the new legislation of the IICs in 

1995, the clothing sector is not considered to be a priority sector again (UT 

1995b:28). In the new legislation, incentives on infrastructure, tourism, transport 

rather than manufacturing industry appear to have been main concerns.

Table 3.4. Investment Incentive Certificates (IIC), 1980-1994, (1968 prices, million 
TL)

Year Number of 
total IIC

Number
of

total IIC 
in textiles

Share of Total value of Total value 
textile investments of 

IIC in total holding IIC investments 
IIC 1968 prices holding IIC 

(number) million TL in textile and
clothing 

1968 prices 
million

Shai*e of 
textile 

IIC in total 
IIC 

(value of 
investment)

1980 571 31 5.4% 22,920.05 2,095.58 9.1%
1981 3.245 94 2.9% 59,683.70 6,592.78 11.0%
1982 1.556 106 6.8% 32,604.92 2,698.97 83%
1983 977 102 10.4% 33,409.96 4,439.39 13.3%
1984 1.176 166 14.1% 28,385.46 7,262.24 25.6%
1985 1.833 303 16.5% 55,787.60 5,907.40 10.6%
1986 2,491 356 14.3% 81,026.81 7,416.66 9.2%
1987 Z828 370 13.1% 77,230.40 9,200.73 11.9%
1988 2.741 345 12.6% 72,442.48 10,490.62 14.5%
1989 1257 501 15.4% 72,427.12 16,405.92 22.7%
1990 3,141 326 10.4% 58,601.24 18,003.93 30.7%
1991 1,774 253 14.3% 51,545.77 9,730.08 18.9%
1992 1,554 337 21.7% 50,065.56 16,548.20 33.1%
1993 3,051 742 24.3% 109,090.07 33,153.33 30.4%
1994 1,394 343 24.6% 33,686.73 8,013.27 23.8%

Source: Undersecretariat o f  Treasury (UT) data records in 1995
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Considering the certificates in terms of types of investments during this period, one 

can easily see that new investments have been the major group- even though their 

importance has declined (Appendix II-Table 3A.16). This decline has been in part 

offset by the increase in the number of certificates for modernisation and innovation 

investments. In the textile and clothing sector, the number of IICs for new 

investments, however, seem to have been slightly increased during this period. 

Furthermore modernisation incentives in textiles and clothing have been slightly 

better than the general average of all sectors. Textile and clothing sector incentives 

for the problems of incomplete projects and expansion and renovation of 

establishments constituted a significant share in the early years of the 1980s but then 

started to decrease. Although research and development and environmental 

protection investments which have been most privileged investments for incentives 

particularly since 1990, their share in total investments has been next to nothing in 

all sectors- in textile and clothing sector, there has however been no such investment 

qualified for an IIC. Finally state support to integration has been important for all 

sectors as well as textile and clothing during the period. In textiles and clothing, 

these incentives peaked 9 per cent in 1986 then declined sharply to 1 per cent in 

1994.

These investment incentives are theoretically region-specific (Balkir 1995: 260; 

OECD 1990: 94)^^. This means that regional policy with the aim of redirecting 

private investment which would otherwise prefer the more prosperous places of the 

country has been more of importance in the mechanism of the investment incentive 

certificates. However, the provinces seem to have been underachievers. Apart from a 

few years, they during these years have been quite insignificant in terms number of 

IICs, and the value of investments and the number of employee qualified for IICs 

(Appendix II-Table 3A.18). A similar observation to some extent can be made in 

textile sector in particular although this sector has faced a recovery in the latter years 

of the period related to regions having priority for development (Appendix II-Table 

3 A. 14). Further disaggregation of the spatial data about IICs reveals which provinces

^^However, it is reported that IIC becomes more sector-specific starting from 1996 {Ekonomist 21 
January 1996: 49).
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have been the winners in incentives certificates of textile and clothing industry in the 

period.

In parallel with the maps drawn earlier, a similar pattern stands out in Maps 3.9 & 

3.10 which show the cumulative number and real value of llCs in textile and 

clothing industry between 1980 and 1995. In terms of total number of llCs Istanbul 

and Bursa dynamo provinces for textiles and clothing among other things have had 

the highest number of llCs in this period, constituting 48 per cent of total certificates 

issued in the country for textiles and clothing: Istanbul has been of course the leader, 

registering 31 per cent of the total by itself. Nevertheless, these two mighty 

provinces, particularly Bursa, seem not to repeat the same rate of success in terms of 

value of investments. In this category, Adana has been the most triumphant, with its 

20 per cent share in total value, although it has had only one-tenth of lICs in the 

same period. On the other hand, Izmir's performance has been undistinguished in 

this period

The most interesting thing here is that the state has actually paid attention to the 

newly developing textile places in this period. Thus, Denizli in the Aegean and 

Gaziantep in the south-east have seemed to benefit largely from these incentives. 

Although their share in number of llCs has not been high, compared to Istanbul and 

Bursa, they have been at a similar level in terms of real value of these investments. 

Particularly, Denizli has become the third privileged province in terms real value of 

these llCs on textiles and clothing. The second province in this sense has been 

Tekirdag which, as we mentioned owes its development to the expansion of 

Istanbul’s textiles.
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These peripheral places appear not to have got substantial benefits in the early years 

o f the period, but later, particularly in the 1990s. For instance, Denizli’s share in 

value of textile and clothing incentives were only 3 per cent in total in the 1980s, 

thanks to an increase in the last years of the decade, but this ratio jumped to 14 per 

cent in the next decade, which is the second highest figure after Adana (Appendix II- 

Table 3A.19). Particularly in the 1990s, several officially less developed provinces 

in the Southeast, K.Maras, and to a lesser extent, Malatya have had a remarkable 

progress in this respect. For example Maras’s share in cumulative real value of 

investment incentives in total boomed from 3 per cent in the 1980s to 11 per cent in 

the 1990s.

3.3.4.3 Evaluation o f  the incentives.
It may be said that there was no change in state policies as far as preferable size of 

firms was concerned in the export oriented economic policies in the 1980s. Like the 

import substitution policies, they mostly favoured the large firms which had 

developed in the import-substitution period at the expense of small ones. The 

argument behind this was simple, as Feroz Ahmad puts it: “large companies were 

more efficient, richer, and more powerful, and therefore better able to compete with 

foreign rivals or negotiate from strength with foreign governments” (Ahmad 

1993:205).

The export promotion policy of 1980 in fact gave rise to the immediate 

establishment of large Foreign Trade Companies (FTC) in Turkey. The model of 

this company was adopted from Japanese Sogo Shosha, large independent export 

companies which are considered to have been a major driving force in the Japanese 

export boom during the post-war period (Onis 1991: 80-95). There were four main 

reasons behind this Turkish version of Sogo Socha model in which large firms were 

definitely preferable to small and medium-sized firms, it was basically thought that:|) 

while competition among a large number of small exporters leads to lower prices, 

large, specialised firms instead could keep much more advantageous prices. 

ii)political and commercial risks, greater in foreign trade than in domestic trade, 

could not give any room for small firms to play their parts, xii) Exportation needs 

specialisation and this could only be done by large export companies. iv)Large
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export companies could obtain more domestic and foreign loans on better 

terms(Ilkin 1991:90-91. The result was a limited number o f foreign trade companies 

known to the public as privileged firms^ set up by well established large 

construction, iron and steel and textiles as well as multiactivity firms. In other 

words, these firms were established as exporting subsidiaries of these large (single or 

multi-activity holding) firms which were strong in the national market (Bugra 1994: 

182-183).

Under these circumstances, large companies also took advantage of investment 

incentives, expanding and diversifying rapidly. High threshold investment 

requirements to be qualified for an IIC put a huge barrier to small and medium-sized 

firms. However, the investment incentives seem to have been more even in the sense 

that (unlike export incentives where to a great extent ultra large firms that 

established FTCs had all the privileges), smaller firms also had an opportunity to 

benefit from state support.

As a number of researchers have stated, the holding companies which set up foreign

trade companies have never relied primarily on foreign export markets as a source of

profits (Bugra 1994; Ilkin 1992; Onis 1993). Although they entered into the export

trade through these firms, they have continued to remain well rooted in production

and import activities for the domestic market. Thus in 1988 when export activity lost

its appeal mainly because of abolition of tax rebates, they in fact began to restrict

their activities and turned back to their main activities in the domestic market.

Abolition of tax rebates was the main concern of small and medium-sized firms

particularly in textile and clothing for a long time. Once the chairperson of the

Chamber of Textile Engineers said:

“For years we have kept saying that the abolition of tax rebates would lead 
actual exporters not the ‘Trade Firms’ to the limelight. The state should 
support thousands of small and medium-sized firms not a handful o f the 
‘Trade Firms’. In reality, if this had not happened, small and medium-sized 
firms would face real financial difficulty. Under these circumstances the 
‘Trade Firms’ could not find enough product to export. {Tekstil Teknik 1988 no 
43).



Chapter Three 130

In fact the abolition of tax rebate system mainly due to GATT requirements gave a 

new boost for small and medium-sized exporters particularly in textile and clothing 

industry which had carried out their exports through the holding based trade firms. 

As a matter o f fact, starting from 1989 a new breed of multi-partnered foreign trade 

firms mainly for textile and clothing exports came into existence. As the manager of 

the first such trade firm indicated, they came with the aim of more share from the pie 

o f state subsidies: “although our contribution to exports was so vital, so far we did 

not get the necessary support. Our firm was set up to change this unevenness” 

{Tekstil Teknik 1991 no. 158 ). These firms actually became successful. One of these 

firms, EOS, that was set up mainly by Izmir’s and Denizli’s textile producers 

became the most accomplished of such firms, even establishing its own bank and 

insurance company {Capital 1996, May).

In the meantime, a new era of industrial support by the government, prioritising 

policies towards small and medium-sized enterprises started in order to take 

advantage of their unexploited export potential (OECD 1990:94-95)^^. First of all, 

minimum threshold amount of investment requirement for the qualification of an IIC 

was halved in 1990. As we have seen earlier, this seems to have contributed to the 

development of mainly medium-sized firms in peripheral provinces in Anatolia. In 

1990, the minimum investment was indeed 5 billion TL, equivalent to 1,9 million 

US dollars, based on Central Bank average exchange rate. In 1991, th is  high 

threshold amount however have halved in TL , equivalent of 600,000 US dollars 

after the government changed its strategy from development based on large firm to 

small and medium-sized firms. As mentioned above, minimum investment for 

normal regions in 1995 is 10 billion TL, equivalent of 218,000 US dollars. With this 

positive development for small and medium-sized firms, when pondering the 

average employment in total textile and per value textile investments holding ICCs 

one can realise that there has been a slight move towards to small and medium-sized 

enterprises. As we have seen in the last section this seems to have helped the newly

This relative change in the state policy has also found some resistance in the large firms. An 
example o f  this may be seen in the textile sector :
“Large firms which needs technological modernisation in textile sector have faced a deterioration in 
their competitive power. It is very clear that, for those large firms updating their technology is a very
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developing peripheral textile towns in Turkey such as Denizli, Maras and Gaziantep 

which managed to maximise their benefits from incentives in the 1990s.

Another important development was the establishment of the National Institution o f

Small and Medium-sized Firms Aid and Development, (in Turkish acronym,

KOSGEB). KOSGEB was set up, part of the Ministry o f Industry and Commerce, in

April 1990. The introductory booklet states that it is a product o f “strategic

restructuring of the state and its industrial policy required by the world economy

which necessitates high quality but cheap products with advanced technology”

(KOSGEB 1990: 5-6). It is stated in the 1995 program that:

“...small and medium-sized firms which are at the bottom o f  the pyramid o f  
industry are the basic agents o f  development. ...(Because) through these 
firms entrepreneurial potentiality o f  a nation can be in fu ll use ” (KOSGEB 
79Pj..7).

KOSGEB was established for this ambitious aim. It organises activities ranging from 

high-tech projects to industrial seminars e.g. for formal written language needed for 

bureaucratic correspondence^^. There are thirty-one projects that the institution has 

recently carried out^’. Related to textiles an important project is about manufacturing 

o f shuttleless looms, which started in 1994. The project aims to produce automatic 

looms in a State Economic Enterprise, called Institution of Machinery-Chemical 

Industry, and sell to small producers who still use shuttle looms all over Turkey. 

This would be done with financial leasing and “the credits supplied by a state bank”

costly process particularly in an economy with a rampant inflation rate. Therefore the state must 
revise its incentive polices to help those firms” {Tekstil Isveren  7992, no. 169, editorial).
‘’'’in order to support small and medium-sized firms, KOSGEB organises thirty-four service centres in 
seven different but complementary headings: l)Centres o f  Quality Improvement and General 
Consultancy (seventeen centres) 2)Centres o f  Sectoral Specialisation (three centres) 3)Workshops for 
Common-use machines and equipment (five centres) 4)Centres o f  Technology Development (two 
centres) 5)Centres o f Market Research (one centre) 6) Centres o f  Investment Analysis (two centres) 
7)Centres o f Education (four centres). Moreover there are eleven centres (seven in sectoral 
specialisation, three in technology development and one workshop for common-use) to be set up 
soon.
These production centres are spread out in twenty-four cities. Among these, there are two KOSGEB 
service-centres in Bursa, one is for quality improvement in all sectors, the other for plastic and rubber. 
There is however only one centre in Denizli which is for quality improvement.
'’’These projects can be grouped mainly under three headings as follows:
Projects for l)regional planning 2)development o f entrepreneurship and co-operation 3)Quality 
improvement, modernisation o f machinery, and development o f infrastructure, auxiliary industries.
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(Halkbank 1994:77)^^. Besides this, the institution is planning to set up a textile 

centre in the near future^^. Nonetheless, it is very difficult to say that so far 

KOSGEB has been successful in carrying out its aims in the textile and clothing 

sector. In my interviews in Bursa and Denizli I have not found any small and 

medium-sized firms which trusted this organisation to bring benefits.

It is possible to say that although the Turkish state adopted the export promotion

strategy, it appears not to have created a clearly defined national export strategy

(Onis 1991:88-89). In fact, for exports a version of Sogo Socha model was tried,

with a short term bias. Generous tax rebates encouraged pervasive rent seeking

economy with its by-product, over-invoicing practice rather than export economy. It

is reported that some export credits through holding-based ultra large FTCs have

leaked into non-export related activities (Balkir 1991). There has been no coherent

specific sector in investment policies ether. As even the then state secretary Tansu

Ciller sad: “it was very hard to find any other example of this (investment incentive)

Turkish system in the world... the sectors having priority have continuously

changed” {Tekstil Isveren no. 173, 1993). The question asked by many textile and

clothing producers during the field work then, as to why this sector which is the

main contributor to total Turkish exports have not become the priority sector for

long term is quite The ineffective, fragmented nature of bureaucracy and its

devouring red tape have become another main problem of incentives. In my

interviews, specifically large and medium-sized firms heavily criticised the state in

making the process too slow for exports and bitterly complained about the confusion

created by bureaucratic fragmentation in different phases o f export procedures. The

Undersecretary of Foreign Trade said:

“Every year thousands of firms coming to our organisation to apply for export 
incentives and process their applications. Bureaucratic process are in fact quite 
long and complicated. Yet we do not have enough personnel to serve. The 
result is the backlog of over 5,000 files every year. Exporters thus must stay in 
Ankara in order to get incentives for couple of months. In order to sort out this

^"This Bank gives credits to small and medium-sized textile weavers up to 80 per cent o f  the price o f  
shuttles looms with an attractive interest rate which is highly below than market rate and four-year 
grace period (for first year, no payment back) (Informant BB03, DB03).
”̂ It should be pointed out that KOSGEB is not considered successful so far by many small and 
medium-sized entrepreneur. The producers that I interviewed in both cities said, they do not trust this 
institution. This issue will be analysed later.
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problem, we think to decentralised the process, delegating part o f our 
responsibility to the regional Exporters \]moYis'\Gozlem, 3 July 1995).

Furthermore, the state has been in difficulty to pay some refunds to exporter due to

mainly unclear and unplanned financial budget for incentives. For instance in 1995

exporters (mainly textile and clothing and iron and steel) sued the government when

they did not benefit from some incentives in previous years (worth approximately

350 million US dollars) although they were qualified {Ekonomist 14 April 1996).

Another important complaint arises that the evaluation of the projects submitted to

the Office of Incentives is ineffective. It is claimed that incentives do not go to the

right people. Once the ex-general director of one o f the SEE indicated that

"..at present, the state institution which allocates incentives to industrialists 
does not have any ability to assess the projects technically. Same people are 
giving incentives to poultry production or textiles or metal production. Before 
going to this institution all incentives should be analysed by specialist 
intermediate organisations specialised in different sectors and able to analyse 
and approve projects that seek for incentives from the state" {Tekstil ve 
Mühendis 1991, August: 228).

Despite all these problems and criticisms, state subsidies are still considered to be 

very important for the long term viability of private business by all business circles 

and thus remain the main struggle area. However, as one of the subdirectors of the 

Office of Incentives and Implementation, the SPG, declared that incentives entered 

into a different phase in 1995, where the role of the state would decrease; businesses 

have only three years to benefit from the present state supports {MUSIAD Bulteni 

May 1995).

As a matter of fact, there is no doubt that 1995 was a momentous year for Turkish 

incentives. First the Uruguay Round Final Act ratified by Turkey in April 1994 took 

effect in 1995. Second, the Treaty o f  Custom Union was signed with the European 

Union in December of this year. The main impetus of both treaties was inter alia the 

revision of state incentives to exports and investments. This meant the abolition of 

direct state incentives that had been in effect for most of the period of 1980-94, 

albeit at a decreasing rate in the later years of this period. The state had to adjust its 

policy to adopt new indirect incentives that comply with the new international norms 

framed by these treaties (UFT report 2 1995) The new incentives scheme to exports
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of industrial products and investment has been comprised of the following: support 

to research and development projects, environmentally friendly exports support 

exporters to participate at international business fairs and exhibitions abroad, to 

organise international fairs and exhibitions at home and to open branches abroad 

(UFT report 1, 1994, MUSIAD Bulteni May 1995:95). Thus the international 

regulations dictate less state involvement in the economy in Turkey. However it is 

not so clear how Turkish business sector which used to be dependent on state 

subsidies would survive or can adapt to this change.

3.3.5 Liberalisation o f imports and an increasing conflict within textiles and 
clothing
Performing in the very dynamic world market thanks to an export orientation in the 

national economy has seemed to reshape the internal structure within the Turkish 

textile and clothing industry in favour of clothing since 1980. As we have seen 

through this chapter, the textile, particularly yam, part of the industry has 

experienced a decline in its relative importance since the export period started. 

Limited number of large yam, and to a lesser extent fabric, producers had enjoyed fat 

profits in the national market and substantial state incentives during the import 

substitution years. In the new period however they have tumed out not competitive 

enough in the export mass-market where there has been a cut throat competition 

among large textile factories world-wide which have had to invest in expensive and 

continuously developing technology. Furthermore, the high cost of production 

because of the nature of the technology in the sector combined with anti-dumping 

applications have made the Turkish textile industry’s chances in the export markets 

much slimmer. State incentives have also not favoured the textile industry as much 

as clothing which has had more comparative advantage in the export markets. 

Despite all these problems, as long as the textile sub-sector can supply the 

production needs of the competitive clothing industry which has had enjoyed 

abundance of profit opportunities through finding export markets, > 

this would compensate their own direct export performance. But there has been 

another factor, which would make a difference here.

This is an import liberalisation which has since 1980 accompanied the export 

promotion policies. It is designed to open up the economy for foreign competition
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and thus^ave  a beneficial effect on the overall productivity performance of the 

private sector in Turkey. In fact, when the stabilisation programme started, 

quantitative restrictions on imports were phased out, and protection levels against 

textile imports were gradually decreased in 1981, 1984 and then eventually saw a 

large decline in 1988 (GATT 1994a; 55-59, Togan 1994: 19-64). With this 

liberalisation textile (yam and fabric) imports increased from 78 million US dollars 

to 116 million dollars in 1984 and 258 million US dollars in 1988 (Appendix II- 

Table 3A.21). Until 1988, textile producers had already been challenged particularly 

by competitive imports from Far East Asian countries (Appendix II-Table 3A.22). 

With the final reduction in the protection rates in the late 1980s, textile imports 

boomed to nearly one billion US dollars in 1994. While the clothing sector has taken 

advantage of this import boom, yam producers have found themselves in a fierce 

competition against these imports. Fabric producers have been much luckier partly 

because they could at least take advantage of cheap yam imports in their production 

{Tekstil Isveren, 1992 no. 168). In addition, in contrast to the mass production nature 

of yarn production, fabric production has become more and more fragmented and 

exposed to quick market changes thanks to changes in clothing production. Thus, it 

seems that clothing producers in Turkey could not depend for their supply solely on 

imports which have generally long delivery times. Indeed the fieldwork has revealed 

cases where clothing producers have imported yarns and subcontracted them to 

fabric producers in order to make the production cheaper while retaining close 

contact on quality and delivery.

After these imports became a real problem for yam producers, they naturally started 

to apply pressure on the state to regulate the trade more strictly, using anti-dumping 

practices especially against cheap Far Eastern imports. Many have claimed that 

unless some immediate measures are taken, Turkish yam production is rapidly 

heading for suffocation. They argue that the clothing sector’s dependence on imports 

has been wasting the country’s exchange reserves {Tekstil Isveren: 1990 no.l51, 

1990 no,152. 1991 no. 154 1992 no. 164, 1992 no. 165, 1993 no. 172, 1995 no. 184)^.

The chairman o f the Textile Employers union who is himself a yam producer even said "this sector 
has w asted  the reserves to which the textile part has contributed but the state has encouraged the 
waste o f  exchange by the clothing while discouraging the earning o f  fo re ign  exchange by textile 
producers {Tekstil Isveren  1991 no. 154).
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Clothing producers however responded that the problem has not been these cheap 

imports but inefficient production technology and less-competitive management 

{Dunya 1 December 1990, IzCC 1990: passim, Tekstil & Teknik 1991 no.72). 

Against this, a large yam producer sarcastically responded: “clothing producers have 

kept saying that we have not made technological investments. If you add up all the 

investments of these clothing producers it would hardly match even one factory of 

mine.” {Tekstil Isveren 1992 no: 165).

Meanwhile, the Turkish state did start some anti-dumping investigations mainly in 

synthetic yams which have resulted in 9 per cent to 20 per cent anti-dumping duties 

against synthetic yams from Romania, Korea Taiwan, and even Italy. On the other 

hand, similar investigations in cotton yams have not produced such results, and have 

been generally terminated (GATT 1994a: 65-68). Under these circumstances, 

synthetic yarn producers have become less furious compared to cotton yam 

producers (lyibozkurt 1994: 51-62). It should however be added that the very tense 

atmosphere inside the textile and clothing production would be mitigated because of 

the customs union which now enables Turkey to adopt the protectionist measures 

against third party imports {Capital February 1996). Prospects are improved also for 

cotton yarn producers because of the South-east Anatolian Project which should 

bring cheaper agricultural cotton raw material {Ekonomist 4 March 1996).

A key question arising from this history is how Turkish yam producers generally

have acted during the export period. Have they remained only in yam production? Or

have they done any forward vertical integration to make the most of the export

period. This is the question we seek to answer in the case studies, particularly in

Bursa which inherited a strong synthetic yam sector -tbe. im port sufc»^fiTuf»on 
■perkod before l^&O.
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CHAPTER FOUR
Wages, trade unions, labour and the Turkish textile and clothing 
industry in the 1980s and 1990s

4.1 Introduction
Like many countries, Turkey witnessed the influence of a neo-right ideology which 

quickly became the height of fashion in the very beginning of the 1980s. With the 

introduction of the stabilisation programme in Turkey, a new campaign to encourage 

“talents and abilities” in exports was accompanied with a corresponding campaign to 

treat labour and trade union sentiment positing that “as long as the wage demand and 

I  trade union activities continued, the economy would be away from reaching a healthy 

state” '. This was important for a country which had long tradition in import 

substitution, and thus almost no specialisation in the world market. With the 

introduction of an export orientation in the economy in the beginning the 1980s, 

there seems to have been no range of choices for Turkey, except a chance to develop 

its competitive power in exports based on low price products in relatively labour 

intensive industries where the impact of low cost labour became crucial. Textile and 

clothing industry where Turkish labour cost was more than ten and six times cheaper 

than those in the USA and the UK respectively in 1980 (Pepper and Bhattacharya 

1994) appears to have been a good candidate.

The aim of this chapter is to explore struggles, concerning wages and industrial 

relations in the rise of Turkish textile and clothing industry in the export period. Our 

analysis starts with a political crisis in the late 1970s which would end up with a 

military coup in late 1980. We analyse wages and industrial relations during the 

military regime with its heavy handed undemocratic rule which curbed all union 

activities. Then we consider the period when Turkey reverted to the parliamentary 

system again in the late 1983. After the analysis o f the resurgence of trade union 

activities in the Turkish economy in general and textile and clothing industry in 

particular which would bring remarkable real wage increases in the late 1980s, we 

move to the issues of labour productivity and gender relations in the textile and 

clothing industry during this period. So far as the data are available, this chapter 

attempts to discuss the provincial structure related to these points. Before starting, I

Turgut OzaFs speech in a press conference in May 1980, quoted in Koc 1995
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should indicate that wages in this chapter are in the form of earnings, i.e. they 

include wages, overtime bonuses, premiums and social benefits’ but exclude 

employer’s social security expenditures, severance payments and the contributions 

o f employers to some funds.

4.2 Political crisis and violence in the late 1970s and the military take-over in 
September 1980

We mentioned earlier that Turkey entered into a deep economic crisis particularly in 

the second half of the 1970s. It was not only an economic one, stemming from 

sudden deterioration of the trade deficit, inflation, unemployment and more 

importantly foreign debt. It was also a political crisis resulting from growing 

militancy and extreme ideological polarisation among political groupings with 

serious (political) violence in the streets which claimed thousands of lives\ and 

frequent lapses into parliamentary deadlock (Sayari 1993, Schick and Tonak 1987). 

Under these circumstances successive coalition governments - formed by centre-left 

and Islamist parties and “nationalist front” parties comprised of centre-right, 

Islamist and Ultra-nationalist parties -failed in efforts to mediate the extreme 

political polarisation and stop the frenzied violence between militant left wing and 

right wing groupsf The authority of the state and the people’s confidence in it were 

thus strikingly weakened and some segments of the civilian political elites and 

strong business associations began to express their explicit or implicit support for a 

military solution (Ahmad 1993:178-184; Koc 1995:30-31). Meanwhile in the late 

1970s, the Army also started to warn the political parties to unite in the face of 

anarchy and terror.

As mentioned earlier, a stabilisation programme with its belt tightening policies 

came into effect in the beginning of 1980, as a response to the ongoing economic 

crisis. The attempt to force the unionised workers to accept those belt-tightening

■as deductions from wages
' The exact balance sheet o f  this political vendetta has not been clearly documented yet. However, 
according to the state, terror took 5,241 lives and wounded or crippled 14,152 people in 1979 and 
1980 (Schick and Tonak 1987: 371).
 ̂ The violence was mainly between a myriad o f  left-wing organisations and the fascist G rey-W olf 

movement. Besides, numerous adventurer and militant left-wing groups ruthlessly exerted violence 
against each other. For analyses o f  Turkish militant left and ultra-right movements in English, see 
Agaogullari (1987) and Samim (1987).
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policies was however expected to cause much social turmoil. Indeed, the number of 

workers involved in strikes increased six-fold in two months and ten-fold in five 

months just after the programme was announced (Koc 1995:30). While trade union 

activity was getting to its peak, business associations became increasingly vigorous 

in calling for restrictive legislation to curb trade union power. Architects of the 

stabilisation programme along with business circles thought that little would be 

accomplished in terms of the expected outcomes of the programme under those 

circumstances^ (Ahmad 1993: 178-179). Meanwhile, terror in Turkey was gathering 

pace in summer 1980, when a devastating campaign of assassinations began and 

targeted many politicians, administrators, academics, journalists and others. It was 

reported that in this new campaign the toll exceeded an average of 10, 15 and 20 

deaths per day in June, July and August respectively (Schick & Tonak 1987: 371). 

Then, for many Turks there was no way out but a military take-over. And it came 

immediately on 12 September.

The aim of this military take-over according to the Generals was to safeguard the 

unity of the country and the nation through restoring the “authority of the state" 

(Vaner 1987:236). To do this, the military acted strongly to stop terrorism and chaos 

and to depoliticise the entire society. It suspended the constitution, all political 

parties, virtually all professional and political organisations and all but one of the 

trade union confederations. Numerous trials took place of political parties, trade 

unions, various militant left-wing and ultra-right-wing organisations. While the 

military junta were keenly engaged in their aim by curbing all democratic rights in 

Turkish society with severe human right violations, they removed all obstacles to 

the implementation of the stabilisation programme and gave a hand to the 

architects^’ of the programme to deal with the economy and the restructuring of the

' Main architect o f the stabilisation programme was the then Undersecretary o f  Prime Ministry, and 
principal economic advisor to the Prime Minister, Turgut Ozal. It was reported that just after the 
introduction o f  the programme asked that ‘he be given five years o f political and social harmony in 
which to accomplish his task o f restoring the economy to a healthy state” (Ahmad 1993; 179).

More correctly, the junta gave a hand to Turgut Ozal. He was consulted by the Junta immediately 
after the coup due to his close ties to the financial circles in the West, particularly the IMF and 
World Bank. Then he became deputy Prime Minister with responsibility o f economy in the coup 
Government. After the first election in 1983, he became Prime Minister.
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state and economic relations according to the law o f the market (Boratav 1990: 199, 

Keyder 1987a: 175-179).

4.3 Life for Labour and Trade Unions under the Military Government: 
September 1980 - November 1983

With the military coup, Turkish workers and trade unions instantly lost all the 

democratic rights which had been gained thanks to the earlier military coup in the 

early 1960s and became defenceless against the stabilisation programme. 

Interestingly, the coup of 1960 which had paved the way for the pluralist political 

climate in Turkey had set up the base for Turkish workers and unions to exercise the 

rights to strike and to do collective bargaining. But the new military coup did the 

reverse. It banned all collective bargaining and strikes until 1984. Compulsory 

arbitration replaced free collective bargaining and the Supreme Arbitration Board 

(SAB) was appointed to deal with labour disputes and to renew collective 

agreements. While three confederations of trade unions faced a dramatic end to their 

activities, only Confederation o f  Turkish Workers’ Unions (known as TURK-IS) a 

centre confederation which represented the biggest part of labour, was allowed to 

remain - stripped of most functions and in close co-operation with the military 

government'.

For many businessmen who had had to contend with strong wage demands from 

unions (which had found great scope for such claims after the 1960 coup), this new 

coup in 1980 meant a deep breath of relief. In fact, the number of strikes had 

continuously grown between 1963 to 1980 from 7 in 1963 to 157 in 1977 and 227 

in 1980 (Appendix II-Table 4A.1, Figure 4.1) \  In terms of the number of workers 

involved in strikes and days lost in strikes, the result was even sharper. In 1963 

there had been only just over a 1,000 workers on strikes and only around 12,000 

working days lost. These figures substantially increased during the period, 

particularly in the late 1970s. In 1977 both days lost in strikes and the number of 

workers on strikes had peaked, reaching around 5.8 million days and 60,000

 ̂ A number o f TURK-IS leaders were actually appointed to the membership o f the Consultative 
Assembly which replaced the democratic parliament after the coup. In addition, the General 
Secretary o f  this confederation became the minister o f labour and social security in the coup cabinets 
during 1980-1983.
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workers (Figures 4.2 & 4.3). In just eight months of 1980, after the introduction of 

the stabilisation programme over 36,000 workers had gone on strike and 5.5 million 

working days had been lost. Under these circumstances, the then chairman o f the 

Turkish Confederation o f Employers ’ Association - later the chairman o f Turkish 

Textile Industry Employers’ Association - described the last two decades before 

1980 as the years that “we (employers) had been woeful, while they (trade unions) 

had been joyfuF  (quoted in Koc 1995:83). In 1980, it was now the employers’ turn 

to be joyful under the circumstances of four years free from strikes.

Because there were no accurate data of unionised workers, particularly in the 1970s, 

it was almost impossible to find how many unionised workers were affected by the 

new military in 1980. Indeed, based on the unions’ absurd declarations to the 

Ministry o f  Labour and Social Security, there were around twice as many unionised 

workers as all workers registered at the Social Insurance Organisation^ It seems that 

due both to deliberate over-reporting on the part o f unions - in order to show 

themselves mightier under the conditions of severe union rivalry - and to legal 

provisions allowing a worker to belong to more than one union at a time the 

aggregation of trade unions' figures exaggerated their numerical strength (Isikli 

1987, Mumcuoglu 1980, Ozkaplan 1994). However several researchers in the field 

estimated the unionised workers in 1980 between 1.5 million and 1.8 million (Koc 

1992, Ozkaplan 1994). If these estimations are correct, more than half of the insured 

workers instantly lost their collective bargaining power'

Figure depicts the data starting from 1975.
' in 1980 the number o f workers covered by the insurance law (i.e. all insured workers) was 
2,204,807, while according to the addition o f  trade unions figures, there were 5,721,000 unionised 
workers, (isikli 1987:316, Ozkaplan 1994: 102).

As mentioned above, TURK-IS, a centre confederation o f  unions in Turkey, was not suspended 
after the coup - except a few unions within this confederation. It is estimated that in 1980 members 
o f TURK-IS were around 40 per cent o f all unionised workers (Ozkaplan 1994). This means that the 
other 60 per cent o f  all insured workers were immediately de-unionised. However, although TURK- 
IS members were not fully disempowered as those workers in other confederations, they also lost 
their collective bargaining power which was replaced by compulsory arbitration after the coup.
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Figure 4.1 Number o f strikes in Turkey, 1975-1994
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Figure 4. 2 Number of workers involved in strikes in Turkey, 1975-1994
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Figure 4.3 Days Lost in strikes in Turkey, 1975-1994
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In a similar vein, it is equally not possible to estimate the actual number of

unionised workers in the textile and clothing sector in 1980. Based on a study on

Turkish trade unions, the unionisation rate in textile and clothing sector in terms of

insured workers, however, seems to have been slightly higher than that of the total

economy, unions registering around 160,000 workers out of 217,000 insured

workers in 1980 (Ozkaplan 1994). As we saw in Chapter 3, large state and private

firms were highly predominant in Turkish textile and clothing sector in the 1970s.

This feature of the sector appears to have put it in a position where unions could be

highly active in textiles and thus large textile firms were exposed to threat of

strikes". Under these circumstances, textile and clothing employers entered into this

new era of the 1980s free of a threat which would have created substantial obstacle'

to the instant boost of exports that this sector achieved in the early 1980s. On this

point, the then sales manager of an Istanbul-based textile company in the late 1970s

and the early 1980s stated'":

“ If the m ilitary had not taken pow er and i f  they had not banned strikes, w ould  w e  
have b ecom e that su ccessfu l? . In m y opinion  the answ er to this question  w ould  
probabi) be negative. In a large textile  com pany, w here 1 w orked as an assistant 
m anager betw een 1977 and 1985, for instance, w e ju st started to do exports in the 
late 1970s. and w e had enorm ous problem s to respond to foreign  custom ers' orders 
due to strikes, industrial actions o f  w orkers to s lo w  dow n the w ork, substantial 
tension , and v io len ce , betw een workers w ho had different id eo lo g ies  and preference  
for rival or m utually hostile unions, and the interference o f  unions in m anagem ent... 
A s you  know , any failure in foreign custom er orders m eans the loss o f  co n fid en ce  in 
foreign m arkets. I think, if  w e had gon e through the 1980s with the 1970s turm oil 
situation, w e had not probably succeeded  to create such con fid en ce, and stability  in 
foreign m arkets.... O f  course, with the m ilitary coup w e a lso  had con fid en ce  
problem s in foreign markets in the early days o f  the take-over m ain ly  due to the 
negative im ages o f  the coup abroad, like those o f  any other m ilitary coup  in the 
w orld. But this w as very tem porary and trivial by com parison . ”

At this point we can ask how this military take-over affected the wage structure in 

Turkey in the textile and clothing industry, in particular. This question becomes of 

paramount importance when one considers the fact that export orientation most 

often necessitates low wages and wage control, especially in the beginning of the 

process, for many developing countries which establish their competitiveness in the 

world market based on low prices (Pepper and Bhattcharya 1994). As we already 

know, for Turkey which had had a long tradition in import substitution, and thus

Informants BTUOl, BTU02, BTU05, DTUOl.
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almost no specialisation in the world export market, low wages seem to have also 

been important in the transition to an export oriented economy in order to create the 

growth of exports. How did the military coup function at this point? Did the 

compulsory de-unionisation really cause a devastating decline of real wages in 

general and in the textile and clothing industry?

Figure 4.4 shows real wages in Turkish state and private sectors between 1981 and 

1992 based on an OECD report on the Turkish economy. According to this data, 

between 1981 and 1983 real wages in private and state sectors declined by 12 per 

cent and 14 per cent respectively. This i n d e x w h i c h  is presented to show the 

change in real wages in the total Turkish economy, however, seems to be rather 

dubious. This real wage index, as stated in the report, is indeed calculated from the 

wage data of the Supreme Auditing Board (SAB) for the public sector and of the 

Turkish Confederation o f  Employers’ Associations (TCEA) for the private sector. 

We can examine this with respect to a report on Turkish wages carried out for the 

State Institute of Statistics of Turkey and the International Labour Office. In this 

report (Bulutay 1992) it is stated that the TCEA data (on private firms) are mainly 

collected from large enterprises, i.e. the average number of employees per enterprise 

on which the data are gathered is 474 in 1990. They therefore can hardly represent 

the total Turkish economy but large firms in the economy. As for the SAB data (for 

state sector) it is indicated in the report that these data give the wage figures o f state 

institutions under the supervision of SAB. Those institutions may not only be state 

economic enterprises but some other governmental bodies which SAB audits 

(Bulutay 1992:5). Because the raw data could show wages neither in all state 

institutions nor only state (economic) enterprises, it seems necessary to do some 

work on these data in order to make them more precise. For instance, by omitting 

some other governmental institutions, Bulutay supplied SAB data for state 

enterprises only. According to these data, there was interestingly no decrease in real 

wages in the state sector, but a 14 per cent increase between 1981-1983

'■ Informant BTF21.
' ’ The actual data are not presented in the OECD report.

The SAB data on wages in state economic enterprises given by Bulutay (1992:52) are deflated by 
the consumer price index o f  the SIS and presented in Appendix 11-Table 4A.3.
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Under these circumstances, the safest thing we could state on the basis of the OECD 

index is that workers in large private firms faced a decline, though not a devastating 

one, in real wages following the compulsory de-unionisation. Extending the 

argument beyond this point seems to be quite controversial and could lead to partial 

or perhaps erroneous answers for the wages in question. On the other hand, the data 

o f Social Insurance Organisation (SIO) and State Institute o f  Statistics (SIS) which 

are more statistically clear, albeit with their deficiencies'\ compared to the data of 

SAB and TCEA, may provide a better picture of real wages in Turkey (cf. Bulutay 

1992). Before examining those data we should point out that the SIO data'^ refer to 

total economic activity whereas the SIS data show manufacturing industry only. In 

both data we consider wages and salaries'^ which are deflated by consumer price 

index and presented in index form.

Figure 4.5 which draws real wages of all insured workers registered at the SIO of 

Turkey between 1975 and 1994, actually tells a different story to some extent. 

According to this figure, real wages started to decline in 1977, then fell dramatically 

between 1979 and 1980, but took a modest upswing in 1981-1983. While there was 

a 10 per cent decrease between 1977 and 1979, real wages dropped sharply by 

around 36 per cent between 1979 and 1980. During the years of military 

government real wages however started to grow by 8 per cent between 1981 and 

1983. Figure 4.6 which depicts real wages in state and private manufacturing 

industry given by the SIS of Turkey, to some extent supports the evidence for 

insured workers: real wages in both private and state manufacturing industries in 

this figure dropped sharply between 1979 and 1980 too - though there was no early 

decline before 1979. There were 16 per cent and 28 per cent decreases between

First o f  all, there are gaps in the series o f  the SIO data. As for the SIS data, they do not represent 
total economy, nor all manufacturing industry, but just workers in establishments with 10 or more 
employees in private manufacturing sector until 1990 then 25 or more workers- yet all workers in 
state manufacturing industry are included.

These data refer to total economic activities o f  both private and state service which include 
agriculture, mining and quarrying, manufacturing, electricity, gas and water, construction, wholesale 
and retail trade, transportation and communication, financing, community, social and personal 
services.

For the SIO data wages and salaries are on a daily basis whereas for the SIS manufacturing data 
they are on a monthly basis.
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1979 and 1980 in real wages in state and private manufacturing industry 

respectively. Later on, between 1980 and 1982, the real wages, however, increased 

by 23 per cent in state firms and by 11 per cent in private firms.

According to the Figures 4.5 and 4.6, it could be said that during the military coup 

government there was no general decline as seen in Figure 4.4, but an increase in 

real wages in terms of the whole economy and manufacturing i n d u s t r y T h e  main 

decrease in real wages occurred in 1979 and particularly in 1980, when the inflation 

rate peaked at over one hundred per cent in 1980 (Figure 4.7). Nevertheless, after 

the coup when economic measures introduced by the stabilisation programme 

actually had a chance of implementation with the help of the military coup, the 

inflation rate was pulled down to between 20 or 30 per cents in the next couple of 

years. Under this “low inflation rate” - low by Turkish standards of course - relative 

increases in current wages through wages settlements with the SAB seem to have 

blocked decreases in real wages, even generated a minor increase in real wages in 

the beginning of the 1980s. Furthermore, in May 1981 the minimum wage was 

almost doubled, reaching 10,000 TL per month; in real terms this was an increase 

by 38 per cent between 1980 and 1981 (Appendix II-Table 4A.14). This increase 

was not depreciated that much in 1982 because there was the lowest inflation rate 

(at 22 per cent) of the 1980s and 1990s. Moreover at the beginning of 1983 an 

approximately 60 per cent increase in current minimum wages appear to have 

helped workers to keep their real wages from going down

This is the main difference between Figure 4.4 (OECD index for total economy) and Figure 4.6 
(SIS manufacturing industry index). Moreover, on a closer examination, we can understand that 
Figure 4.4 and Figure 4.6 also differ in terms o f the comparative magnitudes o f  real wages in state 
and private sectors. In Figure 4.4, as we can see, a decline in real wages in state sector was much 
more drastic than that in private sector, but not vice versa as is the case in Figure 4.6. In fact, unlike 
Figure 4.4, Figure 4.6 shows that a decrease in real wages in state manufacturing sector was 
considerably less than that in public manufacturing. Because the OECD report does not give the 
actual real wages upon which the index is built, we are armed only with the comparison o f  the 
indexes not the actual numbers. In this case, it is not possible to determine in OECD data in which 
sector-private or state- real wages are actually higher.

The real minimum wage was seriously shrunk during the hyper inflation in 1980, dropping by 
around 60 per cent between 1979 and 1980 (Appendix II-Table 4A. 14).
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Figure 4.4 Real wages in Turkish state and private sectors, 1981-1992 (Index
1981=100)
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Figure 4.5 Real wages of Turkish workers registered at the Social Insurance 
Organisation, 1975-1994 (Index 1975=100)*
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Figure 4.6 Real wages in Turkish state and private manufacturing industry, 1975-1992
(index 1975=100)
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Figure 4.7 Inflation rate based on consumer price index and year-on-year change in
exchange rate in US dollars, 1975-1995 (per cent)
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It should however be pointed out that this increase in real wages in the whole 

economy between 1981 and 1983 was insignificant compared with a devastating 

decline earlier (Figure 4.5). When looking at manufacturing industry, we can see 

that real wages in private manufacturing industry in the coup years remained well 

below the level of wages in 1979 (Figure 4.6). In contrast, the state which controlled 

wage settlements in state enterprises appears to have behaved generously in 

settlements to state workers in the coup years. In fact real wages of state 

manufacturing workers apparently enjoyed the highest increases which did 

compensate for the losses in 1980 (Figure 4.6).

Figure 4.8 depicts real wages in the textile and clothing industry based on the SIS 

data, which are the only continuous data for the sector in question. This figure 

illustrates that the rampant inflation rate in 1980 made textile and clothing workers 

witness a sudden real decline in their wages by 22 per cent in the year. It also shows 

that real wages in textile and clothing industry slightly recovered, increasing by 10 

per cent, between 1980 and 1983. Further disaggregation of textile and clothing 

wages reveals that wages in the private sector suffered more from the decline in 

1980 and got less benefit from the recovery later on than those in state sector 

(Figure 4.9). In fact, while for the state sector the decrease in real wages was 12 per 

cent, it was 25 per cent in private sector in 1980. Then the real wages in state sector 

increased by 26 per cent until 1982. but again decreased by 11 percent in 1983 as a 

part of the continuous decline until 1987. But the real wage increase in private 

sector was limited to 8 per cent between 1980 and 1983. For textile and clothing 

workers in the private sector (almost five times as many as in state sector in 1980"'), 

this meant a wider wage gap between themselves and their fellows in such state 

firms, which they had almost closed in the last 1970s thanks to unionisation (Figure 

4.10).

It should be noted that these data also include private firms with 10 or more workers. All state 
firms in textiles however are included in the statistics.

In 1980 there were 142,546 and 32,281 workers in private and state textile and clothing firms 
registered in the SIS statistics where only private firms with 10 or more employees were counted.
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Figure 4.8 Real wages in textile and clothing industry, 1975-1992 (Index 1975=100)
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Figure 4.9 Real wages in state and private textile and clothing industry, 1975-1992
( Index 1975=100)
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Figure 4.10 Real wages in Turkish state and private textile clothing industries, 1975-1992
(constant TL/monthly, 1968 prices)
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Figure 4.11 Real wages in Turkish private manufacturing, textile and clothing industries 
1975-1982 (constant TL/monthly, 1968 prices)
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Figure 4.12 Real wages in Turkish state manufacturing and textile and clothing 
industries, 1975-1992 (constant TL/monthly, 1968 prices)
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Figure 4.13 Wages in Turkish textile and clothing industry in US dollars, 1975-1992
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Figure 5^4 Wages in Turkish private textile and clothing yndustry in US dollars, 1975-
1992
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Figure 4.11 shows that wages were lower in private textiles and clothing than the 

average for private manufacturing, with clothing wages particularly low. Although 

the real wages in the private clothing were 69 per cent of private manufacturing 

average in 1975, the ratio had fallen to 46 per cent by 1981. A 26 per cent increase 

in the real wages in clothing between 1981 and 1983, however, helped close this 

gap somewhat". On the other hand, wages in private textile part of the industry 

seems to have been better, compared to clothing. In 1975 the private clothing wages 

in real terms was 78 per cent of the textile wages. Textile and clothing parts then 

diverged in terms of real wages. In 1981 the real wages in clothing fell to the 54 per 

cent of those in the textiles. However, the clothing sector showed better 

performance in terms of real wages compared to the private textiles later on in this 

period.

The similar difference can also be seen in real wages in state manufacturing and 

state textile and clothing industries (Figure 4 .12)'\ This figure confirms that real 

wages in state textiles were one of the low branches among state manufacturing 

industries. For instance, in 1980 the workers in state textiles could earn just 67 

percent of the average state manufacturing wages. Nevertheless, the gap became 

bigger in 1983 when the real wages of state textiles were 48 per cent of those in 

state manufacturing.

When comparing real wages in textile and clothing and current wages in the sector 

in US dollars, one can observe a difference between two sets of figures. Unlike the 

former(Figure 4.8), current wages in US dollars did show a continuous decline 

between 1979 and 1983 (Figure 4.13). This was basically due to the exchange rate 

policy which aimed the devaluation of Turkish Lira in order to encourage rapid 

export-growth (Figure 4.7). Particularly private textile and clothing industry which 

played the major role in export promotion period benefited more from this 

devaluation in Turkish Lira. In terms of employers, this decrease in current wages in

■■ Actually the real wages in private clothing constituted 59 per cent of those in private 
manufacturing industry.
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US dollars in the beginning of export orientation programme became crucial to 

sharpen the competitive power of Turkish textile and, in particular, clothing exports 

basically depended on low cost production.

4.4 Back to democracy
4.4.1 General situation

“it is an old and hallowed common custom in other lands for any colonel or general 
who takes over power so as to save the nation, to announce that he is only doing so 
as a temporary emergency measure: civilian rule may be restored at the first 
opportunity. He, the colonel or general, has no more ardent wish than to hand over 
power again and return to the barracks. The endearing eccentricity of the Turkish 
military appears to be that they actually mean it. In due course, they do actually 
implement the promise, without needing the encouragement of military defeat. There 
is an old joke, Mark Twain's 1 think, who said that giving up smoking is easy: he had 
done it so many times. The Turkish officer class can say that it can demonstrate its 
great commitment to democracy; it has restored it so often. Others only abolish once: 
the Turkish army has done so repeatedly” (Gellner 1994:82).

Actually the military did not stay in power for as long a period of time as usual. The 

first election after the coup which was held in November 1983 paved the way for 

the Motherland Party's long power in Turkish politics until 1990. Turkey was 

back to parliamentar) democracy again: but this was not a full parliamentary 

regime. Instead, it was a regime where the Junta did not completely disappear from 

the political scene, but became the advisory council to the civil president until 1989.

As the grip of the military loosened, industrial relations entered into a new era. This 

was the era when there was a return towards the collective bargaining process and 

strike procedures which had been shelved on 12 September 1980 while suspended 

trade unions gradually started to be re-established in this period. However, it was 

not a smooth process. Trade unions in the new period faced heavy regulation giving 

governments considerable control. The military junta had basically seen trade 

unions as instruments where many malicious and ideologically fanatical people 

could easily abuse the rights of workers and damage the very foundations of the 

country (Koc 1992. 1994). Thus before leaving power, the military government had 

prepared new legislation which intended to reverse earlier policies, and thereby

■’ Because around 98 per cent o f state textile and clothing workers are given as textile workers (only 
2 per cent o f state workers were in clothing) for this period, the breakdown o f the industry in terms 
of real wages seems to be trivial, and thus is not presented here.



Chapter Four 156

mould unions as non-ideological institutions under the heavy tutelage of the state 

(Ahmad 1994, OECD 1993, Senses 1993). According to the new legislation, strict 

requirements were imposed on eligibility of founding and executive members of 

trade unions. In similar vein, political objectives and activities of trade unions, 

including any political relationship with official political parties, were put under 

very strict restrictions. Furthermore, financial autonomy of trade unions was 

removed when sources and level of financial resources were also put under control.

In addition to administrative controls over trade unions, the new era of 

parliamentary democracy came along with the restrictions on collective bargaining 

and the right to strike (OECD 1993, Ozkaplan 1994, Senses 1993). Under the new 

legislation, unions could only take part in collective bargaining agreements after 

getting authorisation from the Ministry of Labour, and this authorisation would be 

given if the union represented at least 10 per cent of workers working in that branch 

of industry and the majority of those in the establishment concerned. Strikes for 

political reasons, general strike and strikes in solidarity with other unions and 

industrial actions to slow down the work became strictly forbidden. Workers did not 

have the right to strike at all in several branches of activity such as banking, water, 

electricity, oil refineries, some municipal services and mass transport services.

Moreover, applications for collective bargaining and strikes were strongly 

discouraged in practice through an extremely bureaucratic procedure (Koc 1992, 

1995 Senses 1993) The process of collective bargaining depended on a complex 

series of formalities with which the unions had to comply strictly. Basically an 

application to get authorisation took a couple of months and any failure in the 

complicated stages of this process meant the re-commencement of the process from 

scratch. If a trade union lost its majority in an establishment or the necessary 

representation level in a branch of activity during the process, the collective 

bargaining application would be cancelled out. Similarly, the strike procedure was 

so bureaucratically complicated and strikes were under governments’ strict control 

which would easily discourage many unionised workers from using their right to

Under the leadership o f Turgut Ozal.
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strike. Government had the right to call off or postpone a strike based on reasons of 

national security and public health. If unions managed to strike, strikers would be in 

danger because unions on strike were prohibited from paying any income support or 

social payment to them.

Faced with the hostile political and legal climate, trade unions had enormous 

difficulty in organising themselves to take part in collective bargaining and, in cases 

o f disagreement, to call for a strike. However, against all these unfavourable 

conditions, the unions, now back in business, succeeded to survive and rapidly 

escape from the danger of becoming endangered species in industrial relations, and 

began to reassert themselves in industrial equation. In 1984 there were just 4 strikes 

in which only 561 workers were involved: but in 1987 the number of strikes quickly 

reached a new peak (Figures 4.1, 4.2, 4 .3 )'\ In fact in this year, 303 strikes with 

22.298 workers were organised and almost 2 million working days were lost in 

those strikes. This upsurge in strikes continued later on with fluctuations and 1990 

and 1991 became climax years of strikes. There were indeed 458 and 398 strikes in 

1990 and 1991- with around 165 thousand number of strikers each year. There were 

also around 3.46 million and 3.8 million working days lost during these strikes in 

1990 and 1991 respectively.

The sharp decline in real wages between 1984 and 1988 constituted the main 

stimulus to the rise of strikes. The first year, of the Motherland Party government 

which strictly followed neo-right policies showed that the future could not be bright 

for labour and could be even worse than the past under the military government. 

Between 1983 and 1984 real wages in fact declined by between 7 and 22 per cent 

according to various indices (Figure 4.4 & 4.6)'^. More clearly, there were 9 per 

cent and 12 per cent decrease in real wages in private and state manufacturing 

industry respectively in this period (Figure 4.6): however, the decrease in TCEA 

index for large private firms and the SAB index for state economic enterprises were

It should be noted here that international Labour Organisation which exerted strong pressures on 
the Turkish state in the 1980s seems to have helped trade unions to organise more strikes gradually 
(Informants BTUGI, BTU02, BTU05)

All indices except the index for public sector in the OECD report, were considered here.
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6 per cent and 22 per cent (Figure 4.4). When the real wages continued to decline in 

the next couple of years, the trade unions, particularly in private sector, quickly 

organised strikes, despite all unfavourable conditions. This first steps of resistance 

in private sector could herald possible dangers for firms, particularly exporting 

firms which needed to have a strong social peace to continue gaining shares in 

foreign markets. This seems to have helped to slow down further sharp decreases in 

real wages: the decline in private sector wages actually was on average 2 per cent 

per year between 1984 and 1987. When there were 303 strikes with 21,000 strikers, 

the real wages in private sector even slightly increased (Figures 4.1, 4.2, 4.3 & 4.6). 

On the other hand, in state sector where there were just a few strikes between 1984 

and 1988, the decline in real wages seems to have been deeper than that in private 

sector.

Nevertheless, the situation completely changed in 1989, when a radical increase in 

real wages occurred. It was an increase that not only offset all the losses o f workers 

during 1980-1988, but also enabled those workers to reach hitherto unattainable 

wage levels which even surpassed the high real wages in the late 1970s by a huge 

margin. According to the SIO data, the real wages of insured workers grew 

massively by 63 per cent between 1988 and 1991 (Figure 4.5). The SIS data shows 

even larger increases (Figure 4.6). While the private manufacturing sector 

experienced a great boost in real wages by 77 per cent in the same period, the 

increase in state manufacturing sector became an extraordinary 151 per cent.

This sudden explosion of real wages had its origins in the concurrent process of the 

heavy losses of the governing party in the local elections and the eruption of 

industrial actions and strikes in state firms during the collective bargaining 

negotiations in early 1989 (OECD 1993:64-65). The local election on 26 March 

1989 resulted in an unexpected utter defeat for the governing Motherland Party, 

which lost control in many municipalities. Meanwhile, the collective bargaining 

negotiations between the state and trade unions, representing nearly 600,000 

workers in state firms'^ which had already started in the first months of 1989 did

The overwhelming majority o f workers in state firms were members o f  trade unions.
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not come to a conclusion by the election day. During these negotiations, the 

government just offered a minor increase in wages to the unionised state workers 

who had been relatively docile in the previous years (Koc 1995 175:183). But trade 

unions seem to have been more resolved this time to get a high level of wage 

increases which could compensate for their losses during the last nine years. The 

unexpected results of the local election unsurprisingly gave courage to the trade 

unions and unionised workers in the state sector to keep insisting on their demands.

After the election, unions and workers in the state sector started their industrial 

actions and, to a lesser extent, strikes with much more confidence than before"*. 

Despite the limited number of strikes, the impact of those strikes on the Turkish 

economy became severe, when number of strikers and working days lost during 

these strikes quickly climbed to new peaks later in 1989 (Figures 4.1, 4.2 & 4.3)"‘\  

The unionised workers in the state sector however raised their voice much higher in 

Turkish society through industrial actions, which enabled them to gain public 

support. The majority of workers spontaneously, even in some cases surprisingly, 

leading their trade unions (rather than vice versa which was hitherto generally the 

case) began to organise strong regular marches, to slow down the work 

continuously as well as to do things which were designed to receive publicity, such 

as shaving off just the half of moustaches or beards (Koc 1994: 176-192). In the 

face of those effective actions and strikes and the decisive defeat in the local 

elections, the government was forced to concede substantial pay increases 

demanded by trade unions. This concession that the government made further 

encouraged unions and state sector workers who vigorously continued their strikes 

and actions in later wage settlement rounds (Figures 4.1, 4.2 & 4.3; Tokol 

1994:107)

Meanwhile, workers in the private sector were also encouraged by the gains of state 

sector workers and began to increase their pressure to arrive at similar wage

These industrial actions along with strikes are recalled as “Spring Actions” In Turkey.
In 1989 there were around 30,000 workers on strike and the number o f  working days lost became 

2.26 million. These figures were the ever highest number in state sector strikes in Turkey since trade



Chapter Four 160

settlements. The number of strikes and number of workers on strike in the private 

sector then quickly increased, peaking at 438 strikes with 107,690 workers in 1990, 

both numbers the highest ever in Turkey (Figures 4.1 & 4.2). In similar vein, the 

days lost in strikes reached 2.1 million in the same year (Figure 4.3). In 1991, the 

resistance of labour still continued. Despite a slight decrease in number of strikes 

and number of workers on strike in 1991, the days lost in strikes in that year 

surpassed the relevant figure in 1990, rising to 2.6 million days. This sharp increase 

in strikes negatively affected the private sector which had strong preferences for 

social peace -particularly exporting firms which could not risk any strike without 

threatening their success abroad-, and urged them to make concessions. Meanwhile, 

in order to soothe public reaction and restore its public support again, the 

government increased minimum wages at a rate higher than the inflation rate. 

Between 1988 and 1991 the real minimum wage grew by around 50 per cent 

(Appendix 11-Table 4A.14). This increase in minimum wages appears to have 

helped to increase the wages of non-unionised private sector workers.

Based on the available data, real wages started to decline after 1991 (Figure 4.6). 

When real wages were in decline, interestingly, strikes almost came to an end 

(Figures 4.1. 4.2 & 4.3). This was to a large extent as a result of the changing 

priority from wage increases to the security o f  w’ork on the agenda of unions and 

workers. These vigorous strikes and industrial actions had proved to be useful in 

increasing wages during 1989 and 1991. Nevertheless, robust increases in 1991 

became the last straw to break the camel’s back for private firms and ignited them 

to act urgently against unionisation and wage increases. Using the legal system 

basically structured in their favour, private firms started to dismiss many unionised 

workers by paying their severance pay and replacing them with workers who were 

willing to work at lower wages^".

unions began to exercise the right to strike and collective bargaining in 1963 (Appendix 11-Table 
4A.3)

This process will be described when we look at wages in textile and clothing industry in the same 
period.
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Meanwhile, at the beginning of 1992, the coalition government of centre-right True 

Path Party and Social Democrat Populist Party came to power and the Ministry of 

Labour started to be run by the Social Democrats which were sympathetic to trade 

unions. This party then introduced a special bill giving more rights to unions and 

workers vis-à-vis employers and in particular improving the security of work. This 

bill however received very strong reactions from employers and failed to get 

support from the major coalition partner (TCEA 1994: 18-24). Consequently, it did 

not come into effect. During this agenda shift, real wages suffered a sharp decline 

when the inflation rate quickly climbed to a new peak of 106 per cent (Figures 4.6 

& 4.7).

Despite the short-lived joy of wage increases and rather one dimensional strategy of

wages triggering the security of work problem, this period appears to have been

relatively successful for workers and unions. Under the very harsh political and

legal climate, they succeeded at overcoming the 1970s’ ideological hostility against

unions, and in collaboration organised effective strikes and actions to force the

government and private entrepreneurs to concede. A leading researcher and unionist

in the country evaluates this period as follows :

“ W e w ere defeated in 1980. But this defeat fortunately did not bring about 
d evastating and outrageous results in Turkey... On the contrary, c lass co n sc io u sn ess  
w as d eveloped . After this defeat, c lass fraternity surpassed id eo log ica l (sic), 
relig ious and ethnic fraternities... The collaboration  betw een d ifferent trade unions 
increased. The m ost e ffec tiv e  and in tensive strikes in Turkey w ere held in this 
period...For the first tim e in Turkish history, w orkers started to use their c la ss  pow er, 
though it w as lim ited" (K oc 1994: I3)^ L

At this point, one important question is arising as to what the unionisation rate has 

been in post-1984 period. As mentioned above, the official unionisation rate had 

been quite dubious because of unions’ deliberate over-reporting stemming from 

severe union rivalry and legal provisions allowing a worker to belong to more than 

one union in the 1970s. In post-1984 period this over-reporting seems to continue 

mainly because of the new legislation under which unions started to have to get 

authorisation from the Ministry of Labour for taking part in collective bargaining

When examining the unions in textile and clothing industry below, we will come back this issue 
about class solidarity between unions again. Meanwhile, we examine this issue in detail with respect 
to the unions o f  Bursa's textile industry in chapter six.
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agreements. We stated above that collective bargaining agreements at multi

employer level have been granted only to trade unions with authorisation based on 

satisfying conditions that they should represent at least 10 per cent of all workers in 

the branch of activity. In order to reach this threshold, many trade unions continued 

to submit inflated figures to the Ministry of Labour (Ozkaplan 1994)’f  Although 

this over-reporting is considered to have been less than the hyper-inflated figures of 

the 1970s, the data are still not accurate. For instance, according to the Ministry of 

Labour's data, the unionisation rate was around 62 per cent in post-1984 period^\ In 

contrast, the unionisation rate in 1992 was estimated as 36 per cent in research on 

Turkish unions (Ozkaplan 1994:162-164)^'*. This number would fall to an even 

lower level, if we considered workers in registered companies working illegally as 

unregistered, in other words, uninsured employees^^ who have, of course, never a 

chance of being in unions. These workers in the Turkish economy have 

continuously increased particularly in textile and clothing industry since 1980, 

constituting a massive number estimated in 1995 as between 1.2 and 1.3 million 

(TCEA 1995:17).

Although there is no available data to examine accurately the breakdown of 

unionised workers in terms of sector (private or state) and the size of firms, it may 

be stated that workers in the state sector are to a great extent unionised, while in the 

private sector unionised workers are mostly concentrated in some large firmŝ *". 

Even though union organisation has to a large extent been limited to public and 

large private companies, the increasing strength of Turkish trade unions in the latest 

years seems to have brought a positive impact on the wages of a massive number of

’■ Trade unions seem to have done some false registrations (registering some workers without 
getting their consent) or have not informed the cancellations o f  membership status to Ministry o f  
Labour (Informant BTUOl, BTU02, BTU03).
” It should be noted that unionisation seems to have increased during the period according to the 

official statistics. In 1984 unionisation rate was just 54 per cent, while the official statistics shows 
that this rate increased to 69 per cent in 1995 {Ministry o f  Labour, W orking Life Statistics)

According to the Ministry o f Labour figures, in July 1992 there were 2.25 million unionised 
workers while Ozkaplan's estimation was that unionised workers were only 1.3 million in this year.
" In British terms, these uninsured workers are equivalent o f  workers in registered companies, 
working illegally on cash-in-hand basis and without a National Insurance Number.

Informants BTUOl, BTU02, BTU03.
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non-unionised workers. As we have seen earlier, the most visible impact has been 

through igniting public pressure on government to increase minimum wages.

4.4.2 Labour wages and unions in the Turkish textile and clothing industry after 
November 1983
What the foregoing analysis depicts is the general picture of real wages and union 

activities in post-1984 period in Turkey. Now the task is to put textile and clothing 

industry into its place in this picture. Before entering into the analysis, we should 

clarify the position of trade unions in textile and clothing industry in order to avoid 

confusion. The estimation of the unionisation rate in textiles seem again to be 

difficult. According to the Ministry of Labour data, the unionisation rate in textile 

and clothing industry is 93 per cent in June 1995. This high rate is very far from the 

reality. To start with, textile and clothing is no exception to the over-reporting by 

trade unions” . The data of Ministry of Labour shows that 375,000 workers in textile 

and clothing industry are unionised in 1995, while it is estimated that the actual 

number of unionised workers in this industry can hardly reach half of the this 

official figure'^ Besides, another problem is the massive number of uninsured 

(unregistered) workers. In fact, those uninsured workers have sharply increased, 

exceeding insured ones during the development of textile and clothing industry 

since 1980: it is estimated that total workers, both insured and uninsured, in textile 

and clothing are around 1.2 million in 1995 {Hurriyet 20 December 1995, Insel 

1995). while only 420.000 of them are insured w o r k e r s U n d e r  these 

circumstances, the real unionisation rate in textile and clothing industry seems to be 

not more than 10 per cent among workers (both insured and uninsured) in 1995: this 

ratio was probably much lower in earlier years. This limited unionisation is

For instance, as discussed in Chapter 6 in detail, three different trade unions in textiles were 
visited and related information, among others, about number o f member workers was obtained from 
each union during my fieldwork in 1995. Interestingly, each union found other two unions figures 
as quite exaggerated ones.

Informants BTU04, BTU05.
M inistry o j Luhour, Working Life Statistics, 1995.
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basically concentrated in state textile firms and large private textile or integrated 

firms'".

In the transition from the repression years under the coup government to the 

parliamentary period when labour got its bargaining power back, wages in textile 

and clothing industry, like that in manufacturing industry, witnessed a sudden 

decline. In 1984 and 1985 the decrease in real wages reached 11 and 7 per cent 

respectively (Figure 4.8). Although there was a slight increase in real wages in 1987 

and 1988. it did not help textile and clothing workers to get back the level of real 

wages of 1983: in fact, the level of wages in 1988 was 12 per cent lower than that of 

1983. Later textile and clothing industry saw a sharp increase in 1989, when 

industrial relations entered its new era in Turkey. The growth in real wages in 

textiles was 10 per cent between 1988 and 1989 and 6 per cent between 1989 and 

1990. 1991 became a year when real wages in textile and clothing literally explode, 

sharply rising by 44 per cent, although there was some decrease later on.

During the decline in real wages in Turkish textile and clothing industry between 

1984 and 1986. the state textile and clothing workers suffered more than private 

employees (Figure 4.9). Nevertheless, thanks to the election in 1987, real wages in 

state textiles showed a slight recovery. After 1989 when trade union actions mainly 

started in virtually all state sector firms, real wages in state textiles increased more 

sharply than private textiles. In fact, real wages in this sector increased by 118 per 

cent between 1987 and 1991. On the other hand, real wages in private textile and 

clothing sector however increased as much as that in total private manufacturing 

industry in the same period, reaching 64 per cent in 1991. The dramatic increase in 

real wages in state textiles resulted in an increasing wage gap between state and 

private textile and clothing. In 1992, real wages in state textiles were indeed 79 per 

cent higher than those in private textiles (Figure 4.10).

According to the records o f Textile Employer’s Union which represents mainly large yarn, fabric 
or integrated firms, for instance, 85 per cent o f  the workers were unionised in 1989 {Tekstil Isveren  
1990-no. 148). In 1991 the figure was 81 ctx\X {Tekstil Isveren  1991-no. 168).
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When looking at the sectoral breakdown of the private textile and clothing industry, 

we can see that the clothing industry (where mainly small and medium-sized firms 

were dominant) still showed poorer performance (Figure 4.11). Between 1983 and 

1985 private clothing sector witnessed a 28 per cent decline in real wages while the 

private textile sector fell 12 per cent. After a slight increase in both sectors between 

1985 and 1988, real wages in private textile industry saw a sharp increase by 62 per 

cent between 1988 and 1991, as private clothing industry had 44 per cent increase in 

real wages in the same period. The result was a larger gap between two sectors in 

terms of wages. Even in 1992 when there was a deeper decline in real wages in 

textiles, private clothing wages hardly reached 60 per cent of private textiles.

This figure also shows that real wages in private textile and clothing and private 

manufacturing followed similar trends in this period. This meant that the real wages 

in textile and clothing industry, particularly clothing industry, still remained among 

the lowest in private manufacturing industries. For instance, in 1992 the real wages 

in textile and clothing constituted just 77 and 46 per cent respectively of the average 

in private manufacturing. According to Figure 4.12 which illustrates real wages in 

state textile and clothing^' and manufacturing industries, the state textile and 

clothing wages seem to have followed a different path from the private ones. The 

real wages in total state manufacturing industry appear to have suffered more 

crushing decline until 1989 than those in textiles. Although real wages in state 

textiles closed the gap with those in state manufacturing in 1988, this gap widened 

again later. In 1992 the real wages in state textiles averaged 67 per cent o f those in 

state manufacturing industry as a whole.

As mentioned earlier, because of the exchange rate policy which aimed to devalue 

Turkish Lira in order to encourage export growth and restrain import demand, 

current wages expressed in US dollars did witness a continuous decline in the coup 

period, while real wages in the lira in textiles showed a relative increase. In fact this

■" We had better recall again that the number o f workers in state textile industry in most o f  the period 
was almost 98 per cent, while only 2 per cent o f state workers were in clothing. Under these 
circumstances, we do not need to have a sectoral breakdown between the textile and clothing 
industry.
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increase continued until 1985 when this exchange rate system could not manage the 

depreciation of the Turkish lira faster than the year-on-year change in consumer 

price index (Figures 4.7 & 4.13). According to Figure 4.7 the inflation rate became 

identical with the year-on-year change in exchange rate against US dollars between 

1985 and I W .

Particularly during the years when real wages started to increase after 1988, nominal 

appreciation of the Lira was at a far slower rate than the inflation rate -particularly 

in 1990 (Figure 4.7). This seems to have negatively affected Turkey’s export 

advantages in labour cost. Figure 4.13 shows that current wages in US dollars in 

textiles witnessed a very sharp increase between 1985 and 1992, an increase 

surpassing the increase in real wages in TL. This increase was 3.26 times and 2.74 

times in textiles and clothing while total increase in textile and clothing in real lira 

terms hardly reached 1.5 times in textile and clothing.

After this increase, the labour cost in Turkish textile and clothing, according to a 

report by an industry specialist, exceeded the labour cost (per unit of labour hour) of 

many developing countries in 1991 by a huge margin approached those in NIC and 

enjoyed a very similar position to PortugaP". For instance, the labour cost in 

Turkish spinning and weaving became around ten times higher than those in China 

and Indonesia; four and a half, and three times higher than those in Philippines and 

Malaysia respectively. In the case of clothing Turkish labour cost were about ten 

and twelve times higher than those in China and Indonesia. Furthermore, they were 

around five and three times the level of costs in Philippines and Malaysia 

respectively. On the other hand, the Turkish labour cost in spinning and weaving 

were around 31 per cent of those in UK and USA. In clothing the labour cost of 

Turkey was 28 per cent and 34 per cent of those in the UK and USA respectively.

During this period, strikes in textile and clothing did not become an important item 

on the agenda of textile and clothing until 1995. Although after 1984 trade unions 

started early to practice the right to strike, the number of strikes, strikers and days

Werner International and  Economist Intelligence U n it’s report quoted in Elson 1994.
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lost in strikes did not constitute significant figures. For instance, in 1987, the 

number of strikes were 2 with 39 strikers, while there were 2 strikes with 545 

workers in 1988 (Appendix II-Table 4A.10) Even when strikes erupted between 

1989 and 1991 in Turkey, strikes in textiles were not momentous, albeit there was 

an increase''\ Thereafter, there was no strike at all in textiles until 1995.

A relatively lucrative export market, along with generous state incentives, 

particularly tax rebates, to exporters created a very congenial atmosphere for private 

textile and clothing firms to live through the 1980s. In order to consolidate their 

success, they seem to have had very vigorous preference for social peace"''. On the 

other hand, low labour cost also appears to have been almost sine cjua non 

component of this success for those firms. Although they were very resolved to 

develop strategies to keep wage levels low without provoking any strikes, for these 

firms, at the last instance, reasonable wage increases that would not put them under 

a financial strain were, to large extent, preferable to strikes which would in any case 

cause damages, perhaps fatal, to exports"^ Under these circumstances private firms 

and trade unions tried to reach a common point where both could compromise.

The wage demands of trade unions however went too far for unionised textile and 

clothing firms, particularly in 1991. For instance, in the beginning of 1990 a multi

employer collective bargaining began between the Textile Employers’ Association, 

representing 180 firms, and the Union o f  Textile and Clothing Industry Workers 

(better known by its Turkish acronym, TEK-SIF) representing around 100,000 

workers. After several months of negotiations. Textile Employers’ Association 

whose members did not want to risk any strike, conceded to astronomical demands 

o f the union. According to this agreement, the unions achieved 222 per cent for one 

year and 355 per cent for two-year increases in current money wages"^. Other

For instance, in 19 9 1 there were 8 strikes with 12,720 strikers and 46 thousand working days lost. 
As a matter o f  fact, just before the resumption o f the collective bargaining period at the end o f  

1983, the Textile Employers’ Association, the main association for large and unionised textile and 
clothing firms, strongly warned both unions and firms in the editorial section o f  its magazine to 
avoid any step which would lead to strikes and thus jeopardise exports {Tekstil Isveren  1983 no.67).

■''' This increase in real wages was 141.6 per cent in real terms. This figure seems around three times 
higher than average wage increase in total textiles.
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collective bargaining agreements at company level with all unions and at multi

company level with other unions concluded with almost similar results {Tekstil 

Isveren January 1991 no: 153).

Nonetheless, these extraordinary collective bargaining agreements did not, in most 

cases, become reality. Unionised workers thereafter faced a different wage proposal 

which offered lower wages than the wages agreed in collective bargaining in many 

firms. Paying severance pay, many firms stopped employing those workers who did 

not accept the new offer and replaced them with workers willing to work at lower 

rates"\ Among textile and clothing firms, attempts to find ways of deunionisation, 

which had started mainly in 1989, were accelerated"®. Rising labour cost"^ urged 

many companies to take technology investments more seriously as means of 

reducing labour inputs, especially for highly-paid workers.

This reaction of the unionised firms (along with other firms in other industries) put 

an end to the single dimensional policy of unions, focusing just on high wage 

demands. The security of work became the main issue on the agenda of unions this 

time. As mentioned above, the new coalition government took power in the 

beginning of 1992 in Turkey, and the centre-left member of the coalition partner 

immediately proposed a new bill about social security. This bill was strongly 

opposed by all business circles as well as textile and clothing producers, and 

eventually was never implemented. Nevertheless, stepping back from very high 

wage demands, trade unions insisted on softened version of the security of work 

reforms put forward by the bill in the forthcoming collective bargaining agreements. 

Their basic demand for job security was to establish a committee comprised of firm 

and union representatives in charge of deciding any dismissals from firms, and in

According to the General Secretary o f  the TURK-IS, after this collective bargaining in textiles 
over 60,000 members o f  TEK-SIF, an affiliate o f this confederation, were dismissed {Tekstil Isveren  
1992, no: 162).

In this process, the Textile Employers’ Association whose main aim was to gather textile and 
clothing producers at multi-employer level o f  collective bargaining lost many members. In 1989 the 
Association had 193 member companies. In 1994 only 88 firms remained {Tekstil Isveren  1990 
no. 143 & 144, TCEA 1994).

This actually brought about another big problem particularly to large textile firms, which had 
already been annoyed by falling incentives and low cost imports from some East Asian countries. It 
is right here to add the negative demand effect o f the Gulf crisis in the beginning o f  the 1990s.
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the case of dismissals, to employ new workers without cuts in salaries {Tekstil 

Isveren 1992 no: 167). Although trade unions in textiles seem not to have achieved 

this demand, they gained some improvements, as long as they conceded lower wage 

demands than before [Dunya 25 February, 1995).

In Turkey, trade union activities in textiles have been concentrated in the country’s 

main textile centres, Istanbul, Bursa, Adana and Izmir. Among these provinces 

Adana, mainly composed of large textile firms without large number of small and 

medium sized firms, seems to be worth mentioning in terms of the intensity of 

union activities. For example in 1995, a new campaign of industrial actions with 

relatively high wage demands and but with particular emphasis on security o f work, 

it is reported that 10.000 of the 17,000 workers who decided to use their right to 

strike were from Adana [Milliyet, 24 February 1995, Zaman, 21 February 1995). 

Following Adana, Bursa seems to be the second most important place for union 

activities in textiles. As we will see in the next chapter, there has been a severe 

struggle between three trade unions and large and medium-sized textile and textile- 

based vertically integrated companies located in three industrial zones in Bursa. 

Istanbul's and Izmir' large textile firms have been the other main places with active 

unions: but because the main bulk of the industry in these two mighty provinces has 

been small and medium-sized firms, it is reported that union activities have covered 

some small percentage of workers in these provinces^®. It is also reported that in the 

newly emerging textile regions the unions faced a “mission impossible” in the small 

and medium sized textile firms active there^': we will see this in the case o f Denizli 

in Chapter 6. Nevertheless, this does not cover provinces around Istanbul which 

lacked a solid tradition in artisanal textiles but emerged as the location for plants 

established by a number of large textile firms mainly based in Istanbul.

Informants BTUOl, BTU02, BTU03, BTU04, BTÜ05, DTUOl. 
Informant DTUOl
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Map 4.1 of real wages per worker on a provincial basis for 1992 shows that there is 

no big spatial differentiation in this respect in the country. Most of the provinces 

with various degrees of textiles and clothing stay more or less around average real 

wages in the industry. The highest wages per worker were in Adana, the most 

important place of unions in Turkish textiles, and in Kocaeli, where there were very 

limited numbers, but large, textile firms developed in connection with Istanbul’s 

industry. Istanbul and especially Izmir remained below average while Bursa 

occupies a higher place in terms of real wages in the industry. Newly emerging 

textile provinces, such as Denizli, Gaziantep and K.Maras have among the lowest 

wages.

4.5 Labour productivity in textile and clothing industry

The picture which has been depicted so far shows that although real wages in 

textiles were relatively low until 1989, there was thereafter a sharp increase. 

Nevertheless, without analysis of labour productivity over this period, it seems to be 

difficult to asses the impact of labour cost increases on the industry.

Figure 4.15, which presents the information on labour productivity in state and 

private textiles between 1975 and 1992, illustrates that labour productivity took a 

completely different path from labour wages. Indeed, state industry which had much 

higher labour wages than private one turned out to have a much poorer record in 

labour productivity over the period. This difference between labour productivity in 

state and private textiles and widened, starting from the mid 1980s. As mentioned in 

Chapter i ,  gross fixed capital formation in state textile and clothing industry 

somehow continued albeit with frequent fluctuations until 1986 (Appendix II-Table 

3A.4). When state textile and clothing enterprises as affiliates of Sumerbank, were 

put under privatisation law and were waiting to privatised, investment declined 

sharply. As a matter of fact, investments in state textiles which were around 20 per 

cent of those in private textile and clothing firms with at least 10 workers in 1986 

dropped to 1 per cent in 1992. During this period, the state textile and clothing 

sector could not improve its already low labour productivity, fortified with 

substantial and persistent overstaffing problem, but started to experience very fast 

real wage increases. The explosion of real wages between 1989 and 1991 thus
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eventually bankrupt the state textile sector. Appendix II-Table 4A.11 shows that the 

share of real wages in value added per worker in the state textile and clothing sector 

actually hit a record level of 97 per cent. After this, state enterprises in textiles 

which were already in debt found themselves with heavy losses.

Labour productivity in private textile and clothing also seems to be correlated with 

gross fixed capital formations in this industry (Appendix II-Table 4A.13). This table 

shows that gross capital formation had an almost continuous increase, an increase 

which was accelerated particularly in the second half of the 1980s. Furthermore, as 

mentioned in Chapter 3, textile and clothing machinery imports also illustrated a 

similar, even sharper, trend (Appendix II-Table 3A.12). This suggests that these 

investments were at an increasing level, directed to new machinery which could 

help to improve labour productivity in the sector. .

Despite more or less similar real wages among provinces, the data on labour 

productivity in terms of value added per worker in 1992 seem to be rather 

diversified in the country. Generally speaking, provinces with a small number of 

large establishments had apparently the best performance in this respect^" Thus the 

provinces around Istanbul were the victors of labour productivity. Among the four 

largest textile and clothing producer provinces in the country, only Bursa showed a 

highly satisfactory performance. While Adana and Istanbul’s textiles managed to 

score above average in labour productivity, Izmir with its mainly clothing firms 

paying very low wages also had very low labour productivity, which was much 

behind Denizli and Gaziantep's textiles.

'■ Based on Appendix II-3A.12 & Appendix I1-3A-13.



Chapter Four 173

Figure 4.14. Labour productivity in Turkish state and private textile and clothing industries
1975-1992 (constant TL, 1968 prices)
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Figure 4.15 Labour productivity in Turkish private textile and clothing industry, 1975-1992
(constant TL, 1968 prices)
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4.6 Féminisation of Labour

As mentioned in Chapter 2, export promotion strategy in some developing countries 

has been associated with the féminisation of employment in manufacturing 

industries oriented to exports through the relative and absolute growth of use of 

women’s labour and the substitution of women for men workers. This raises the 

question whether there has also been the same process in Turkish export promotion 

process since 1980 in general, and textile and clothing industry in particular.

A number of studies on this topic points out that the successful export-orientation of 

the 9Turkish economy seems to have been achieved without a growth of women’s 

employment in manufacturing enterprises (Cagatay & Berik 1991, Ecevit 1995). 

The analysis of manufacturing statistics in 1981 and 1990 suggests that in spite of a 

slight increase in female workers' share in manufacturing industry in this period, 

opportunities that the industry offered were exploited by male but not female 

workers^ ' . Although female workers who were 17 per cent of total workers in 1982 

reached 19 per cent, they still appear to have been far from dominant in Turkish 

manufacturing According to these data, this slight increase in the share of female 

workers took place in the private but not in the state sector. While private 

manufacturing enjoyed a growth in the share of female workers from 20 per cent in 

1981 to 23 in 1990^\ there was a  fall in the share of female workers in state 

manufacturing from 14 per cent to 11 per cent^^ in the same period^\ Among

SIS  Annual M anufacturing indusDy Statistics, 1981, 1990.
There were 818.245 total workers, 145,680 o f  which were female workers in 1981. In 1990, there 

were 968,368 total. 187,683 female workers. It should be however pointed out that 1981 data are 
based on private firms with 10 or more workers plus all state firms. But, 1990 data cover only 
private firms with 25 and more workers and all state firms. It is said here that both statistics leave 
out some small firms, albeit at different scales. Nevertheless these small firms seem not to have 
made a big difference. A recent study in small firms in Turkey shows that small firms in many 
economic activities in Turkey are overwhelmingly male dominated compared to larger ones (Ozcan 
1994).

In 1981 there were 550,521 workers in private manufacturing firms, 107,120 o f  which were 
female workers. In 1990, 159,848 o f  720,745 were female workers.

There were 267,724 total workers and 38,560 female workers in state manufacturing in 1981. 
Then total workers and female workers declined 247,623 and 27,815 respectively.

Although the Kemalist ideology o f Turkey -though it seems in crisis nowadays- has strongly 
focused on wom en’s liberation, the state paradoxically appears not to have paid attention to this 
issue in its own industrial firms. As seen in these figures, the share o f  female workers was even in 
decline, largely as a result o f  the crisis o f  state manufacturing sector. In this crisis dismissals targeted
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Turkish manufacturing industries, textile and clothing, along with pottery and 

tobacco seem to have been the most female-intensive^\ According to manufacturing 

statistics, the share of female employees in textile and clothing also showed a slight 

increase between 1981 and 1990^’. Female workers indeed increased from 35 per 

cent in 1981 to 37 per cent in 1990^°. Women workers mainly concentrated in 

private textile and clothing industry and their share in private manufacturing 

increased from 38 per cent in 1981 to 39 per cent in 1990. In contrast, women 

workers were limited in state textile sector, despite an increase in the share of 

female employees from 21 per cent in 1981 to 24 per cent in 1991, an increase 

mostly stemming from a decrease in the number of male employees in state textile 

enterprises. Further breakdown in this respect shows that private clothing industry, 

which became the main winner in the 1980s, consolidated itself as a female

intensive industry, despite a slight decrease in the share of female workers from 56 

per cent in 1981 and to 51 per cent in 1990. In contrast, textile part of the private 

industry appears to have been a male-dominated one where only 33 and 32 per cent 

of workers were female in 1981 and 1990 respectively.

Based on the field work of this thesis. 1 can say that as far as wages and trade unions 

are concerned. Turkish female workers have been preferred to men by virtually all 

textile and clothing producers since they seem to be much more docile, malleable 

and willing to accept lower wages compared to men. Despite this fact, Turkish 

spinning and weaving sectors appear to be still relatively male-dominated, mainly 

because three-shift work of the sectors does not fit many women, whose role is

unskilled workers who were easily replaced and female workers were more likely to be o f  this group 
compared to male workers (Ecevit 1995).
'*̂ 0n the contrary, basic metal, fabricated metal, transport equipment and wooden industries have
been male-dominated industries
"’ SIS. Annua! M anufactiirin^ Stmistics, I9HI & 1990

In addition to manufacturing statistics, we can look at the population census in 1990 which also 
shows the gender structure o f the workers. The main difference between two data is that the data in 
manufacturing statistics are about the establishments which employ more than 10 workers, while the 
data in population census are about people over 12 years o f  age by last week’s econom ic activity. 
The second group is thus most likely to include workers in establishments less than 10 employees as 
well as uninsured workers in all establishments which cannot be shown in manufacturing statistics. 
To put quantitatively, in 1990, the difference between two data is approximately 500,000 people. 
Interestingly there was not much difference in terms o f female employment between the two: in 
manufacturing statistics this ratio was 38 per cent in 1990 while it was 37 per cent in 1990 in 
population census.
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predominantly defined as housewives and mothers, as much as it does men (c.f. 

Ansa! 1985). While the female participation is particularly low in small and 

medium-sized weaving firms, large yam and fabric weaving firms which could offer 

better working conditions and more plausible working hours employ most of the 

female workers in the textile part of the industry. In contrast, the clothing sector 

where one-shift work is the general mle, seems to be the main focus for female 

workers. It is also thought by employers that Turkish women workers who are 

traditionally able to do handiwork of tailoring and knitting etc.^‘ are more suited to 

the jobs in clothing. In spite of the cost advantages, high docility and the culturally 

inherited handiwork skills of Turkish female workers, even clothing firms 

interestingly seem to hesitate to rely completely on them. Many clothing producers 

underline the fact that women workers have some difficulty to maintain their 

demanding roles at home alongside their factory work and have higher levels of 

absenteeism compared to men.

At this point, for some clothing firms home piece working may be an alternative to 

use these cheaper and traditionally skilled workers. Indeed, several researchers 

indicate that home piece working practised by women has been rapidly gaining 

importance in Turkish clothing (Ko^asu 1995, White 1994). Nevertheless, the 

current process of home piece working does not seem to be a substitute but 

complementary to factory production in clothing. Producers emphasise that the 

main production process of clothing, such as machine-based sewing or overlooking, 

is not the subject of the current home piece working in Turkey. Instead, home piece 

working given out by clothing firms basically involves craft-based handiwork such 

as knitting, embroidery, high quality tie and scarf hand sewing as well as almost 

unskilled jobs such as packing and some simple ironing.

' ' White observes this handiwork ability o f Turkish women in a working class house as follows:
“ Seller picked up a sweater she was knitting. The little girls picked up some knitting also, suddenly 
I was surrounded by what seemed like dozens o f long silver needles flashing in the air, as if  in a 
field o f crickets. Up and down, up and down the needles went. The unison lasted only a few minutes 
before someone dropped her knitting on the couch and got up, leaving it there. Someone else may 
come along later, find it and knit a few rows. The whole process o f knitting seems random and, like 
breathing, unconscious. In the working class neighbourhoods o f urban Turkey, the assumption is 
that any woman can do such handiwork, and that the skill is therefore nothing special. In fact, a 
woman as a wife is in part defined by such abilities. W omen’s identity as family members is 
constructed from childhood around such labour and duty to kin” (White 1994:1).
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While home piece working is likely to be a process in clothing, the textile part of 

the industry has also its peculiar employment for women. A significant number of 

women seems to work as unpaid family employees in the textile part o f the industry. 

This is generally the case in small family weaving and preparation for weaving and 

machine-based knitting workshops. According to the population census in 1990, 

over 60,000 women were in this category in textiles^".

As mentioned above, in 1990 77 per cent of all workers in textile and clothing were 

defined as unskilled or little skilled. The share^lemale workers in this group actually 

was 41 per cent, while as mentioned above 37 per cent of total workers in textiles 

were female^” . This difference however seems too small to draw a conclusion that 

women workers in textiles have been concentrated in less skilled jobs. On the other 

hand, the proportion of female workers among skilled workers appears to have been 

limited compared to male workers: in 1990 only 17 per cent of women textile and 

clothing workers actually were considered to be skilled workers. In the textile part 

of the industry this ratio was 11 per cent while clothing sector employed much more 

skilled female workers -actually 36 per cent, a share as high as unskilled workers.

Before finishing the section, let us look at the provincial distribution of female 

workers based on the data of the population census of 1990. As we mentioned in 

footnote 60, female employees in manufacturing statistics and population censuses 

were similar in 1990, accounting for 38 per cent for the former, 37 per cent for the 

latter. According to these figures, total female waged labourers in Istanbul, Bursa 

and Izmir were around the country’ s average, while for Adana, place of large yarn 

and fabric factories, the ratio was down to 30 per cent. Among the developing 

textile provinces, Denizli stands out in this respect, because it was one of the rare 

provinces which had slightly female dominated textile and clothing industry, 

registering 52 per cent in 1990.

SIS  Population Census, Bursa, 1990.
SIS  Annual M anufacturing Statistics, 1990



CHAPTER FIVE

Old wine in a new bottle: Development and transformation in the 
textile and clothing industry in Bursa

5.1 Introduction
Bursa is the fifth largest town in Turkey with 834,000 people (within its 

Metropolitan Municipality) according to the population census of 1990', located in 

the Marmara (north-west) region, which is the most developed region, and the 

industrial and financial heartland of the country. Only a couple of hours away from 

Istanbul - not only the largest town, but also the indisputable centre of business of 

both the region and Turkey -Bursa is, as a Financial Times columnist puts it, “the 

region’s private sector dynamo”'. With its developed and dynamic textile and 

automotive industries Bursa seems to deserve this tag.

The province o f  Bursa is composed of fourteen small-sized districts around the 

town of Bursa at the province centre -as well as large numbers of surrounding 

villages and sub-districts. Although the main textile production is predominantly 

concentrated at (or just around) the province centre\ a district centre in the 

province, JnegoL is to some extent specialised in textiles as w elf (Map 5.1). In this 

thesis, the analysis of the development in Bursa since 1980 will thus include the 

textile and clothing industry in Inegol. This point is particularly important in the 

analysis of the statistics since the Turkish State Institute of Statistics (SIS) prepares 

only national or provincial data - both in published or unpublished forms. Thus, in 

this chapter, the statistics show the establishments in the province o f  Bursa. 

Nevertheless, this situation does not affect the picture of textiles before 1980, as

' With the people living in sub-districts and villages just outside the Greater Municipality o f  Bursa , 
the town’s population reaches around 901,000 in 1990. (Appendix 11-Table 6.A1)
- Financial Times: Financial Times Survey, July 5. 1994. (BROWN J.M. “Bustle in a former 
backwater”).
’ It is basically concentrated in the boundaries o f  the Metropolitan Municipality o f Bursa or adjacent 
areas.
 ̂ After the establishment o f  an organised industrial zones at the end o f  1979, Inegol started to 

function as an extension o f  Bursa’s textile and clothing industry. Equally, the spreading o f  the 
Bursa’s textile factories as well as some other factories in other industries along the 46 km road to 
Inegol has seemed to establish an industrial conurbation between the two towns since the early 
1980s.
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virtually all textile industry^ was concentrated in or around Bursa in this period. 

After 1980, with the development in Inegol, the statistics have then indicated the 

textile and clothing industry in Bursa and Inegol, although the main production has 

been still concentrated in Bursa and adjacent areas

The main aim of this chapter is to examine the changing structure of Bursa's textile 

and clothing industry in the 1980s and 1990s. Because a detailed discussion of all 

developments before 1980 in Bursa goes beyond the boundaries of this thesis, here I 

define only the main transition points in the earlier development of the town’s 

textile industry in terms of rounds o f  investment in this period. Two main eras, each 

referring to different textile products and markets, are discernible. The first begins 

with the emergence of factory-based (power-driven) reeled silk production and 

exports for industrial use in Europe in the mid 1840s. This production constituted a 

new production layer in Bursa, almost without links with the town’s centuries-long 

craft-based production. This situation in Bursa lasted until the first world war and 

then entered uncomfortable times; eventually silk reeling almost disappeared in the 

1940s. With the state-led industrialisation of the 1930s, a new layer of textile 

production emerged in Bursa. The establishment of state enterprises in Bursa in the 

late 1930s provided massive employment as well as a crucial machinery transfer to 

small producers and transformed the product categories in the town’s textiles. Bursa 

then directed itself to a new period with the development of its textile potential with 

a strong inward orientation via Istanbul. The main textile production in this period 

shifted from the silk reeling to rayon, wool and later synthetic textiles. This section 

also examines the changing structure of the local textile industry in terms of inter- 

firm relations during this The focus at this point is constructed to analyse the very 

conditions which created a “power-based pyramidal cluster” of private firms.

Subsequent section 5.3 analyses Bursa’s textiles in the 1980s and the 1990s. I focus 

in the first place on how the main direction of production has changed from the

" Until the 1980s, there was not any significant clothing industry in Bursa. Thus the term, textile 
industry, only refers to the textile part o f  the sector in this section.
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national market to exports again without ruling out the former. One of the obvious 

changes in this period is the very fact that like many counterparts in other towns, the 

state textile industry in Bursa which had had an important contribution to the 

making of local textile industry has been on the wane. As for the private industry, 

this section is to tackle the changing nature of the power-based cluster, its partial 

dissolution and the emergence of different production typologies including 

vertically integrated firms from yam production to clothing and different clusters of 

textiles and clothing. Alongside this inquiry, I also scrutinise the relationship 

between local government and the textile and clothing industry as well as the 

emerging local coalitions. This section also takes a step to analyse the state 

incentives, and labour and trade union relations in terms of large vertically 

integrated firms and small and medium sized firms.

5.2 Transformation of textiles in Bursa up to 1980

5.2.1 The emergence and demise o f capitalist silk reeling^ production and export 
oriented economy in the textile industry o f Bursa
Bursa's textile industry has a remarkable past. On the nexus of the trade routes, this 

town, the first capital of the Ottomans before conquering Constantinopole, had 

established itself as the Empire's main artisanal textile production and trade centre. 

For centuries. Bursa indeed had had very bustling activity of silk culturing, reeling 

and weaving and cotton weaving, making the town famous as a place where the best 

Ottoman silk clothes and towels were woven. In spite of this early prominence and 

reputation in textiles, this production in Bursa had not gone beyond the limits of 

small artisanal production, largely oriented to consumption within the empire until 

the mid-nineteenth century (Akder 1988: 88-9, Erder 1976: 89-95, Gerber 1976, 

Quataert 1993: 109-111). Nevertheless, with commercial treaties signed between 

the Ottomans and Great Britain and other major European powers between 1838 

and 1840, and the beginning of mechanisation in silk reeling in Bursa later on, the 

town's textile production started to change towards an early form of capitalist 

production. These treaties abolished the taxes and tariffs for all foreign companies

*' As I will show based on the registration records o f  BCC! in this chapter, there has been a negligible 
number o f medium and small firms, outside this territory in terms o f  321 and 322 coded textile and 
clothing industry.
 ̂This is the process o f  unwinding the silk filament from the cocoon.
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and merchants which the Ottomans had previously levied so far and launched an 

uneven integration of Turkey into world capitalism (Keyder 1987a Pamuk 1982). 

About ten years earlier. French, more specifically Lyon, silk manufacturers found a 

way to reel silk mechanically, a technology which enabled producers to make silk 

threads faster, and at higher quality. Thus, Bursa, the silk centre of Turkey, came to 

the fore for European silk clothes production which expanded fast and depended 

heavily upon the import of raw silk. Under these circumstances, starting from 1845\ 

Bursa witnessed the emergence of steam powered silk reeling factories to produce 

silk yarns for the European market (Akder 1988: 92-104, Clark 1969:45-49, Erder 

1976:120-130 ).

The number of mechanised silk reeling factories reached 29 in 1845, then jumped to 

90 firms in 1860 - when it was estimated that there were between 7 and 8,000 

workers and the town's population was 70 or 75,000 (Erder 1976:122-123). 

Although the pace of this development in silk halted (when a silk-worm disease 

broke out in France and spread to Bursa and Chinese silk started to challenge 

Bursa's silk later on), mechanised silk reeling in Bursa entered the twentieth century 

as still important. According to an industrial census conducted in 1913 by the 

Ottomans'^ there were 4.454 workers in 41 silk reeling factories in 1913'".

This new production seems not to have put an end to the veteran craft-based textile 

weaving in Bursa - even though there was some decline in this production" -nor had 

any interaction with it (Akder 1988: 104). Instead, the picture of the town in this 

period was of two distinctively separated silk productions. Unlike craft workshops 

for towel and silk fabric production, these factories were enterprises which used 

motor-power machinery and organised many wage labourers in the same work place 

with stratified job descriptions. Those silk reeling factories’ main aim was to reel

 ̂ Actually first steam powered silk reeling factory was established by a Swiss businessman in 
collaboration with an Armenian native o f Bursa in 1838. But this factory caught fire a year later and 
then closed (Clark 1969:45-46).
" 1913-1915, Ottoman Industrial Censuses.

According to the census, Bursa had all the silk reeling factories in the Empire.
" Quataert indicates that there were around 400 looms to produce fabric in Bursa in 1845. When silk 
reeling production started, the number o f  looms however dropped to 86. Later, they increased again 
and reached about 700 (Quataert 1993: 111).
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raw silk and immediately export silk yams exclusively to France -through Mudanya 

port, 42 km away by train from Bursa (Map 5 .1 )'l As a matter of fact, none o f the 

reeled silk in these factories went into the town’s silk weaving production (Erder 

1976:125). Artisanal textile producers of the town still produced their silk yam by 

hand-reeling and processed it leading to finished products for local consumption. 

This production was almost the same for the town’s towel production. Furthermore, 

unlike the craft-based production, new factories were mostly under the control of 

foreign ventures and the town’s non-muslim minorities, notably Greeks and 

Armenians'’ (Quataert 1987: 295, 1993: 118-130). These factories also did not have 

any effect on the employment pattem in the old craft-based production. They did 

not convert the craftsmen to wage labourers in those factories. Instead, they mainly 

targeted women, predominantly Greeks and Armenians: the proportion of Turkish- 

Muslim women appears to have remained quite limited'" (Akder 1988: 95-97; Erder 

1987: 112-114. Quataert 1993: 128) .

With the first world war this picture of Bursa started to change, a change which 

would eventually put an end to the town's dominant export oriented silk reeling 

activity by the beginning of the 1940s. Due to the negative effects of this war, 

export-based silk reeling production immediately entered into a crisis. According to 

the Ottoman statistics in 1915, over one quarter of silk reeling factories became 

inactive and the level of employment decreased by 36 per cent between 1913 and 

1915'\ During the continuous war years (until 1923 for Turkey), Bursa’s silk 

reeling industry was almost destroyed. When the Turkish Republic was founded in 

that year, the new government, which followed an open economic policy, paid 

attention to the revival of this industry which would bring important export earnings

'■ This railway between Bursa and Mudanya was built up by a Belgian Company in order to deliver 
the reeled silk to the Mudanya Port (Akder 1988: 103).
' ' According to the 1913-1915 Industrial Censuses o f the Ottoman Empire which supplied the list o f  
the silk reeling factories with the name o f their owners, there were two Ottoman state factories, and 
only six private factories under muslim names. The rest (33) were either Greek, Armenian or foreign 
ventures ( 1913-1915, Ottoman Industrial Censuses).

Clark points out that the first silk reeling factories had trouble in finding employees. They first 
brought foreign women supervisors from Western Europe. However, Armenian and Greek women 
were soon persuaded to work while this happened late and much slower for muslim women (Clark 
1969: 47-48).
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to the country (Herslag 1975: 56). With state incentives, this industry became 

relatively active again, albeit temporally. In 1927 it is estimated that there were 41 

factories carrying out silk reeling production (Akder 1988: 107).

This revival however took place in different demographic conditions, conditions 

which enabled Turks to take the lead this time. During the continuous war years, the 

Greek and Armenian population had left the town. While the population o f Bursa in 

1895 had been around 63,000, 25 per cent of which had been non- muslim, the 

population in 1927 was 61,000 and the proportion of non-muslim had dropped to

3.2 per cent (Akder 1988:106). The erosion of the cosmopolitan culture of Bursa 

continued later on: the 1935 census counted the population of the town as 72,187 

and the share of non-muslim was hardly one per cent'^. However, Turkish 

immigrants particularly from the Balkans replaced those who had moved out. In 

1935 these Balkan immigrants constituted 28 per cent of the town's populace. They 

consequently made up the new labour force particularly in the silk reeling industry. 

This was associated with the charge of the sex composition of the labour force in 

silk reeling industry from female dominated to male dominated (Erder 1976:138- 

139). In terms of all textile production in Bursa, according to the 1935 population 

census, only 40 per cent of all people working in the industry were female

Although there was some development in silk exports during this revival. It was 

apparently rather short-lived. The world crisis in the late 1920s, the shrinking of 

world trade and the protectionist policies higher up on the agenda of Turkey (like 

many countries) destroyed the development hopes of exports. The silk exports of 

Turkey, most of which came from Bursa, started to decline sharply in the 1930s. 

Silk exports indeed decreased by 98 per cent between 1926 and 1933'*. This steep 

decline led to the demise of factory-based silk reeling which had dominated the

" According to 1913 and 1915 censuses, there were 3,648 workers in the factory system, then in 
1915 they decreased to 2,316 {1913-15 Ottoman Industrial Censuses)
''’Main part o f  the remaining non-muslim population was Jews who constituted 0.5 per cent o f  the 
population o f Bursa in 1935 {SIS, Census o f  population, Bursa, 1935).

According to this census in 1935, there were 2,242 out o f 5,639 people engaged in textile 
production {SIS, Census o f  Population, Bursa, 1935).

While there were 1.3 million US dollars silk exports including cocoons, in 1933 these exports 
declined to 34,000 US dollars ( SIS, 1937 Statistical yearbook o f  Turkey ).
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town's economic life so far. Despite negative circumstances for them, some reeling 

factories continued their production and turned to the local market which seems to 

have been the only hope for them. Some firms also started to add weaving units to 

their production. Meanwhile, in the 1930s traditional silk weavers gradually started 

to develop and increased their use of power-driven looms. Nevertheless, local and 

national demand for silk clothes, which were sold in the luxury goods market, were 

limited. Instead of silk, rayon, otherwise known as artificial silk, started to be used 

for the production of cheaper clothes (Toprak 1988: 46). In a nutshell, the demise of 

the export market and lack of demand in the local market was unlikely to provide 

silk reeling production proper conditions to live.

5.2.2 Inward-oriented textile production in Bursa
As mentioned in Chapter 3, after the 1920s when the new Turkish state had 

followed a relatively liberal policy, the 1930s brought a swing to an etatist policy in 

Turkey and Sumerhank was established with responsibility to undertake all state 

investments mainly in textiles. After its establishment, this state enterprise laid a 

foundation of two textile plants to produce yarns and fabrics in and around Bursa. 

With the aim of decreasing Turkey's import bill for basic needs of the masses in the 

country, none of these factories were, of course, planned to produce silk. Instead, 

wool, cotton and rayon were the order of the day. In 1938 a wool yarn factory, 

whose fabric weaving and dyeing units would be added in 1944 and 1946 

respectively, was set up in Bursa around which Merino sheep farming had been 

launched earlier (Sumerbank-Bursa 1995; MoIA 1937:26-27, Toprak 1988:42). In 

the same year, a chemical-based a rayon factory was also set up in Gemlik, only 

thirty-four kilometres away from the town of Bursa, in the same province (Map 

5.1).

Both these factories deeply affected the town’s textile production. They became 

modern schools whose contribution to the development of the private textile 

industry in Bursa was enormous until the 1970s. They used modern technology and 

produced key managerial and technical staff and skilled workers, many of whom 

were later recruited by private textile firms. The wool factory was the largest textile 

factory in Turkey, whose employees in the beginning numbered 1,650 and reached
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around 2,000 in a couple years (Toprak 1988: 187'^). This size of factory seems to 

have been considered to be so ultra-large that even the private sector could not 

imagine it under the conditions of the 1930s and 1940s in Bursa or even in Turkey'".

The rayon factory was much smaller: around 200 workers. Yet it made the most 

crucial impact, changing the main production from silk to rayon in Bursa. The wool 

factory did not have the same effect on the textile producers of Bursa who never had 

experience with wool. Nevertheless, an effect of the wool factory on the private 

industry in terms of machinery is worth noting. In the beginning of the 1950s this 

factory updated its technology and offered old weaving looms for sale in Bursa. 

These old looms were bought by small weavers who had still very few power 

driven looms and established the ground on which the private manufacturers would 

develop. Moreover, some skilled turners in Bursa started to copy these looms in 

their workshops and began to sell to the town’s producers"'. According to a study 

which provides us a rough number of total looms in Bursa in this period, there was 

around a four-fold increase in private manufacturers’ looms between 1950 and 

1955, and six-fold between 1950 and 1960 in Bursa (Akder 1988: 113). 

Additionally, in the same study, it is stated that the total number of weaving firms 

including very small manufacturers in the same period increased from 420 to 1,060 

between 1950 and 1960.

With this increase in looms, small manufacturers in Bursa gained productivity and 

started to grow. According to the Census of Manufacturing Industry in 1964 there 

were 148 private firms with 10 or more workers, 107 of which were established 

between 1950 and 1963". For the newly developing private sector, Istanbul appears 

to have been the most important market. Most of the products, notably woven 

artificial silk fabrics, were sent to Istanbul, some of them being redirected through

Also informant BTFOI
■" For instance, according to the statistics o f  manufacturing firms which benefited from the Law  fo r  
Encouragement o f  Industry, a state incentive scheme, there were 62 private firms in Bursa which 
employed 1,878 workers between them in 1937 (SIS 1937-1945, M anufacturing Statistics o f  Firms 
B enefited From Law fo r  Encouragement o f  Industry).

Informants BSTFOl, BO02, BTF26.
■■ SIS, 1964, Census o f  M anufacturing Industries and  Business Establishments: M anufacturing  
Industry.



Chapter Five 186

Istanbul to the other parts of Turkey (Trunsk 1964: 55)"\ In this marketing, fabric 

merchants were the main actors who accumulated capital more than any producers. 

Istanbul-based merchants, notably fabric wholesalers, were giving subcontracting 

orders to Bursa's manufacturers and sold the finished fabrics to mainly Istanbul- 

based retailers, tailors or to wholesalers and to retailers from other towns''^. Some of 

them were bought by the newly developing clothing firms in Istanbul. These high 

profit opportunities in this trade attracted some of Bursa's manufacturers. Starting 

from the late 1950s some small producers who managed to accumulate enough 

capital thus began to establish their wholesale or retail units in Istanbul and to give 

subcontracting requests to other small producers in Bursa. This new merchant 

activity appears to have provided those producers with quicker growth. They thus 

became the main winners in the revival of Bursa’s private textile industry"".

The development of textiles in Bursa increased the demand for rayon so that the 

Gemlik rayon factory could not meet it in the beginning of the 1960s. The 

restrictions on imports were leaving the producers in difficult conditions. Under 

these circumstances setting up a yarn factory became an urgent necessity. Financed 

by successful local producers and merchants and supported by the Industrial 

Development Bank and a German firm, a textile factory to produce synthetic and 

nylon industrial yarns, which were thought to have more functional and diversified 

usage compared to rayon, was set up in 1964 (Akder 1988: 119, Trunsk 1964: 56). 

Later on three more large synthetic (polyester and nylon) factories were also 

established. With these factories, synthetic products were gradually becoming the 

main categories of Bursa's textile production.

Besides these synthetic yarn factories, another large yarn factory to process cotton 

was also set up in 1968. adding another dimension to the picture of Bursa’s textiles 

which was getting slightly complicated"^. This factory was the largest private yam

Informant BTF26
Informants BTF07. BTFI7, BTF26 
Informants BTF07, BTF17, BTF26.
It should be pointed out here that this cotton yarn factory was also equipped to produce, albeit 

limited, synthetic yarn (Informant BTF04).
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factory so far in terms of number of employees: more than a 1,500 people'\ 

Although the traditional cotton-based towel production in the town’s small 

workshops basically managed to survive through all these transitions, the number of 

towel weavers seems to have been too limited"* to be a target customer group for 

this cotton yarn factory. This factory, instead, aimed to provide yams for domestic 

cotton-fabric production elsewhere in Turkey"*’. However, particularly in the second 

half of the 1970s, it served another function, becoming the main textile exporter of 

Bursa, when Turkish cotton yarn exports, as we have seen earlier, were growing^”.

For the establishment of these large yam factories, state support seems to have been 

crucial. One of the most visible aspects of this support was the emergence of an 

organised industrial zone in Bursa. In the beginning of the 1960s, the central 

government asked a foreign agency to carry out research to find out locational 

choices to construct an organised industrial zone. Bursa was recommended as the 

most feasible place by the research report so that the Ministry o f Finance provided 

some funds to the local Chamber of Commerce and Industry which would assume 

the responsibility to construct an industrial zone, the first of its kind in Turkey, in 

1962’' (BOlZ 1994, Ipekyun 1994: 132-134). As mentioned in Chapter 3, when the 

planned economy got into motion in the 1960s, the Turkish political elite 

considered an idea that Turkey should pay attention to the production of synthetic 

yarn which had then hardly developed in the country before and take advantage of 

its agricultural cotton production, as an input of cotton yarn factories. Under these 

circumstances, besides automotives, fabricated materials and consumer durables, 

yarn production became one of the sectoral priorities of the state between 1960 and 

1980. This meant an opportunity for Bursa’s most successful textile producers who 

had accumulated capital previously. The establishment of this industrial zone, to a 

large extent, put Bursa into a privileged position among towns, in which its

■' According to the BCCI. the largest synthetic yarn factory employed around 1,000 workers in the 
beginning o f  the 1970s (BCCI data records).

For instance, in 1975. 79 per cent o f firms were in synthetic based polyester and nylon or rayon 
weaving or weaving preparation, while only 4 per cent o f  firms were in cotton weaving, notably 
towel and related products (Ipekyun 1977: 188-190).

Informant BTF04.
''This issue will come to the fore in the next section when 1 analyse the town’s textile exports.

It is 12 km awav from the town centre.
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entrepreneurs could make their strong bid for the state’s attention and support and 

seize this opportunity

Another wave of investments by some other producers and merchants took place in 

dyeing and printing of which Bursa’s textiles had been particularly in need in the 

1950s. As mentioned above, the town’s producers in this period had, to some extent, 

sent their material to Istanbul for those processes. Under these circumstances, 

setting up a modern dyeing and printing firm appears to have been a meaningful 

option for some merchants and producers who had accumulated modest capital but 

could not afford the financial strains of investments in large yarn factories \  Bursa 

thus witnessed the emergence of, mostly medium-sized, dyeing and printing firms 

starting from the 1960s. In 1975, there were 32 firms operating in this sphere; and 

the number of dyeing and related activity firms reached 57 in 1979 (Ipekyun 1977: 

188;1980:71)

In the 1970s. Bursa's private textile production already took the shape of an 

industry with a sharp pyramidal order. There were on the one hand a limited number 

of large yarn factories followed by a group of medium-sized dyeing and printing 

firms. These dyers and printers were also accompanied by some merchants who 

were actively involved in textile trade between Bursa and Istanbul and organised 

subcontracting activities, as well as some medium-sized weaving producers who 

either worked for themselves or managed to give subcontracting requests to smaller 

weavers. On the other hand, there were over a 1,000 small weaving firms which 

worked as subcontractors at the bottom of the pyramid^\

Avoiding competition between themselves, these large synthetic yarn factories, 

which enjoyed being at the top of the pyramid, gradually created a de facto  cartel

’■ This zone also attracted a multinational firm o f sewing and embroidery threads. As a Joint venture 
o f UK, USA and Turkish capital, this firm in Bursa, however, have not created any important link 
with the town's textile production (BOlZ 1994, UTMF 1993; Informants BO02, BTF05).

Informants BTF06, BTF07, BTF14, BTF15, BTF17
For instance, there were total 1,471 textile firms in Bursa in 1970. Around 85 per cent o f  these 

firms were likely to be small weaving firms (Ipekyun 1980: 185).
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and controlled the yam prices^^ (Akder 1986: 205-207). We have already seen that 

after the establishment of these yarn factories, polyester and nylon yarns started to 

become the main inputs for weaving in Bursa, replacing rayon yarns whose supply 

was likely to be limited and problematic under the import restrictions for the town's 

growing business. This trend was also promoted by these large yarn producers 

themselves. They were not only yam producers, but also the firms which were 

giving subcontracting orders to weaving firms to produce fabric for the national 

market^^’ Since they were supplying their yams to the weavers, this subcontracting 

relationship appears to have had a substantial effect in the transition from rayon to 

the other synthetic-based (mainly polyester) weaving production. Nevertheless, 

there were still rayon yam supplies, mostly imported by large Istanbul-based 

merchants to Bursa until the late 1970s. The merchants of Bursa played an 

important role in directing these yams and through subcontracting, making some 

small weavers produce fabrics of rayon’̂  When Turkey faced a severe foreign debt 

problem, these imports were however put into the quota list of the state in 1978. a 

list which enumerated specific goods whose import was strictly subject to the 

approval of the state, and thus almost ceased (Togan 1994: 20-22). This enabled the 

synthetic yarn producers to grasp most of the town’s weaving production, therefore 

to increase their cartel’s de facto power in controlling prices. However, a number of 

weaving firms and merchants continued their rayon production depending on 

limited supply from the state enterprise in Gemlik^*.

These firms controlled the prices not only of synthetic yarns. Due to their active 

participation in subcontracting relations, they were also able to determine the prices 

which were paid to small subcontractor weavers for their production^^ At this point, 

they however were not alone, sharing their power with others, who could also play 

their parts in the subcontracting. Based on the foregoing analysis, one can identify 

some obvious agents: merchants and some relatively better-off weavers who could

They seem to have also been very effective in controlling the prices o f  synthetic yarns in Turkey, 
since, as Akder points out, they were only six firms in this production, four o f  which were in Bursa 
(Akder 1988:207).

Informants BO03. BTF02. BTF06, BTF07, BTF20, BTF26.
Informants BO03, BTF20, BTF26, BTF37.
Informants BO02, BO03, BTF23.
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give subcontracting orders. Apart from them, dyeing and printing firms were in the 

picture as well. In order to make their factories work at better capacity and enjoy the 

lucrative trade in finished fabrics, almost all these firms also took part in the 

subcontracting (Akder 1988: passim)

On the other side, small weavers tried to organise themselves tlirough their 

association"*^ against those firms which subcontracted fabric production to them. The 

main policy of this association (of small producers) was to determine a minimum 

amount of money that each subcontractor would get for each metre of the fabric it 

produced"'. Nevertheless, actual rates which were paid to subcontractor weavers 

were likely to be less than these periodically determined levels (Akder 1986: 

passim). As 1 said above the synthetic yam prices were exclusively under the 

control of yarn factories in Bursa. Before the cessation of rayon imports, large 

Istanbul based merchants had also been to some extent effective to control the 

prices of imported yarns. Dyeing and printing firms and merchants who managed to 

organise subcontracting activities nevertheless did not have this power, and thus 

suffered from the price increases in both rayon and synthetic yarns during the 

1970s. Under these circumstances, in order to increase their profit margins, they 

were likely to make strong pressures to decrease the subcontracting payments"".

During the 1970s, when the pyramidal structure of the textile production in Bursa 

was being consolidated, small weaving firms' main dream was to find a way out 

from this submissive relation which was gradually making them losers in the 

development of the town's textiles. The only solution for them seems to have been 

to, as one of the small weavers says ''buy yarns from  the market, weave them and

Informants BO02, BO03, BTF02, BTF06, BTF07, BTF14, BTF15, BTFI7, BTF24, BT26. '
This chamber was then called the Association o f  Silk Textile Artisans, a name ironically recalling 

the Bursa's past. Then it was renamed the Association o f  Textile Artisans. Tentatively we can 
differentiate this Association and the Chamber o f Commerce and Industry as follows: the Chambers 
o f  Commerce and Industry in Turkey have been practically towns’ main business organisations 
which provide inter-sectoral medium mainly for large and medium-sized entrepreneurs, while 
tradesmen and artisans' associations have been sectorally specific organisations which cover small 
producers as well as tradesmen. In the next section we redefine this based on the developments in 
the 1980s and 1990s.
" Informants BO03, BPF24, BPF26, BTF36 

Informants BO03, BPF06, BPF07, BPF24, BP26.
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sell to merchants (in Bursa), instead o f  bloody fason (subcontracting) where 

somebody else was buying yarn, giving us for weaving and getting all the 

benefits'"^". Nevertheless, in order to achieve this, it is said that they needed practical 

knowledge about the market and its changes, needed enough personnel to make co

ordination between the market and production and sufficient working capital to buy 

yam to continue their production even under circumstances when they could not 

collect the returns quickly. Particularly in the second half o f the 1970s, many small 

weavers were likely to be able to do this.

Even though until the 1960s Bursa had been overwhelmingly a town for textiles, 

this also started to change with the establishment of Turkey’s first organised 

industrial zone in Bursa which attracted foreign and domestic investments in non

textile activities. Among these, the most important were two automobile factories, a 

Turkish affiliate of Fiat, and a joint enterprise of Renault and OYAK (Turkish Army 

Mutual Assistance Association)^^ which were set up in the late 1960s. These 

automobile investments in the town paved the way for the emergence o f factories, 

though much smaller, which were founded to produce supplies for these two main 

automobile factories in the 1970s. According to the SIS manufacturing statistics, in 

1973^'’ there were 9 of these establishments while in 1979^ ’̂ the number reached 

27^^ Moreover total employment in all establishments in all automotive industry in 

1979 reached over 7.000. around 5,000 of whom were working in the two main 

factories. Although the 1970s also witnessed the development of manufacture of 

machinery and equipment in Bursa, their impact was much smaller.

Informant BPF26.
OYAK  was established as a social security association for the army after the coup in I960. The 

creation o f  this body made Turkish Army directly enter into business, investing from automotive to 
petrochemicals. Although OYAK is one o f  the most interesting institutions in Turkish business, it is 
not possible find any independent research which has analysed this institution in terms o f  Turkish 
Army vis-à-vis Turkish society, yet the short history o f  the modern Turkey proves that the former 
has frequently interfered in the latter.

SIS, A nnual survey o f  the m anufacturing industry, 1973. These data only cover establishments 
with 10 or more employees.

SIS. A nnual survey o f  the m anufacturing industry, 1979. These data only cover establishments 
with 10 or more employees.

According to the Bursa Chamber o f Commerce and Industry records, there were 29 firms in 
transport equipment with 2,110 employees in 1979 (Ipekyun 1981: 97).
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Despite these developments, notably in the automotive industry, textile industry was 

always in the lead. There had been 150 establishments with over 8,500"̂  ̂workers in 

Bursa's textiles in 1962. Although there was no big change in the number of textile 

establishments which just managed to reach 177 in 1979, the number of employees 

jumped to over 17,000"^  ̂ by the same year^°"^‘. It should however be noticed that 

these figures do not cover the town’s myriads of small firms with less than 10 

employees. The total number of textile firms - including these small firms registered 

both in the Chamber and the Association Bursa increased from 1,060 in 1960 to 

1,471 in 1970 and 1,860 in 1977 (Ipekyun 1979: 185). According to the SIS 

statistics, textile establishments with less than ten workers were 1,870 in 1980^". 

Moreover, in 1980 there were 574 registered merchants at the BCCI - 71 of them as 

firms, the rest as sole traders (Ipekyun 1983: 43-44)

Before finishing this section, another point related to the towns’ silk textiles should 

be taken into account. It should be noted here that when Bursa’s textile industry was 

transforming itself from silk reeling production for export to synthetic yarn and 

fabric production for the national market, silk production did not disappear 

completely. First of all. state incentives in the 1950s again tried to revive the silk 

cocoon farming tradition in the villages around the town of Bursa to export raw 

cocoon (Akdeniz 1985:40-42; Batica 1985: 85-87). Furthermore in the 1960s, when 

the then governments decided to pay attention to the production silk carpets under 

the co-ordination of Sumerhank, attempts were made to increase silk rearing was 

attempted to increase with the government’s guaranteed support prices (Tekstil 

Teknik: May 1986). Under these circumstances, silk cocoon farming started to 

develop around Bursa, and the number of farmers in this production increased to 

around 20,000 families in around 500 villages in the beginning of 1970 (Ipekyun 

1984:66). The main proportion of this agricultural production did not go to Bursa’s 

textiles, but instead was directed to the other Anatolian towns where silk carpet

3.800 workers were in the state sector in 1964.
' 4 ,100 workers were in the state sector

'"PM, SIS, Annua! survey o f  the m anufacturing industry, 1979. : These data only cover 
establishments with 10 or more employees 

SiS, Genera! Industrial Census, 1980
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production had started. Only small amount of raw silk went to some Bursa’s 

producers who still remained in the silk business^\ producing pure silk or mixed 

material, notably for scarves or ties^\

When Bursa approached the 1980s in textiles, its main production was carried on 

with a power-based pyramidal subcontracting cluster (in which synthetic textiles 

appeared as virtually the sole product) controlled by a few yam producers and 

accompanied by dyeing and printing firms and merchants. This practically ended 

the importance of the state's rayon factory for the town’s textiles. Additionally, the 

state's wool textiles factory, and private cotton yam factory were the large factories 

which remained outside these relation^.Besides, on the margin, there were limited 

silk textiles and towel production.

One might consider these spatially clustered subcontracting relations as in the form 

of a power-based network. But they were not exactly in the sense that a network is a 

set of long term interdependent relations in which benefits and burdens are shared 

and staying in it is better than exiting:(as mentioned in Chapter 2, in this sense it 

does not make any difference whether a network is a power-based or associational). 

In fact, these relations might be long term and articulated relations and to some 

extent interdependent among some producers particularly for those at the upper part 

of the pyramid. But they are not the relations bringing benefits everyone definitely 

not to small producers which lived desperately at the subsistence level. That is why 

it is better to call the structure a "network-like cluster”.

5.3 The textile and clothing production of Bursa since 1980

5.3.1 General structure
As we have just seen. Bursa emerged as an important place in the inward-oriented 

national economy during the period between 1940 and 1980. After the demise o f the 

factory-based and export-oriented silk reeling activity, with state supports and its 

heritage of local entrepreneurial vigour, Bursa quickly adapted itself to new

It is reported that around 4 per cent o f Bursa's firms were involved in this production in the mid- 
1970s (Ipekyun 1977; 188).

Informants 8 0 0 3 . BPF26.
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economic conditions. When Turkey approached the 1980s, with its textile, 

automotive, to a lesser extent fabricated metal and machinery and equipment 

industries, Bursa was already one of the most industrialised towns of the country.

Because of this industrialisation, the population of Bursa within its municipality had 

increased strikingly between 1960 and 1980 because of internal migration” , and to a 

lesser extent immigration from the Balkans, notably Bulgaria^^ as well as a 

relatively rapid fertility rate at over 2 per cent^\ While the population o f the town 

had been 153,000 in 1960, it had jumped to 445,000 in 1980 (Appendix 11-Table 

5A.1). In the next decade, this growth further accelerated, as mentioned in the 

introduction of this chapter, the population reached 834^000 in 1990^*. 

Meanwhile the population of Bursa (district), including sub-districts and villages 

just outside the Municipality, was 266,000 in 1960, jumped to 607,000 1980 and 

901,000 in 1990'".

In the recent past, as we have seen, the town’s textile production was largely for the 

national market. Although there were some attempts at textile exports in the 1970s, 

they were very limited and did not show a stable and promising trend (Table 5.1).

" According to the 1990 population census. 28 per cent o f the population in the province o f  Bursa 
were born in other provinces in the country. This group is also accompanied by 10 per cent o f the 
populace born in other countries. It is possible to say that many o f these people have been settled in 
Bursa (town).

As noted earlier, Bursa entered the new republican life in the country with an important number o f  
immigrants from Balkans. This immigration continued to a much lesser extent until 1989 when the 
town witnessed the most massive and unpredictable migration ever. Because a strong “Bulgarization  
cam paign" over the minority Turks in Bulgaria which began in 1984, including to change Turkish 
names to Bulgarian ones, to forbid Turkish language in public, reached its climax in 1989 when the 
pressure o f  the government with violence induce the Turks to leave the country. Consequently 
around 320,000 o f  the minority Turks fled to Turkey (Harris 1997: 123-124, Lesser 1993, Vasileva 
1992). After the fall o f  the regime, half o f  them returned to Bulgaria again. The rest were however 
settled in Turkey: around 60,000 o f  them made their home in Bursa (Informant BO06).

Nevertheless, the fertility rate o f Bursa (the province) has been less than the average fertility rate - 
total number o f  births per woman o f reproductive age - in Turkey. For instance the average fertility 
rates between 1975 and 1980 in Bursa and Turkey were 2.80 and 3.46. {SIS Census o f  Population, 
1990: SIS  Census o f Population. Province: Bursa, 1990).

The rate o f growth in the population o f  Bursa within its municipality also exceeded by wide 
margin those in the province o f Bursa. While in 1960 the population o f  the Bursa (within its 
municipality) only constituted 22 per cent o f  the province, its share increased to 39 per cent and 52 
percent in 1980 and 1990 respectively.

The population o f  Bursa district, including sub-districts and villages, registered 38 per cent o f  the 
population o f the province in I960, and then reached 52 and 58 per cent in 1980 and 1990 
respectively.
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Most of the textile exports were yam, overwhelmingly cotton yarn, products, in this 

period^®. Despite a sea change with the stabilisation programme in 1980 which 

paved the way for an export orientation policy in the country, the increasing trend of 

trade union struggle vis-à-vis large firms and strikes were likely to affect the export 

performance of the town’s textiles at that time^‘. Thus, Bursa’s textile exports faced 

a sharp decline in 1980: as is clear in this table, the textile exports of the town 

dropped by 48 per cent between 1979 and 1980. With the military coup and its 

undemocratic heavy-handed rules which allowed the stabilisation programme to 

operate, Bursa's textile exports sharply rose in the following decade or so.

This increase was actually extraordinary, much faster than the rate of increase in 

total Turkish textile and clothing exports. Between 1980 and 1981 the town’s textile 

exports grew over three times, while this increase reached about eighteen times 

during the 1980 to 1984 period^\ This growth in the exports of the town occurred 

with a relative change in the composition of exports as well. This time not cottons 

but synthetic yarn exports became the main category^’\  Additionally, although there 

was a striking increase in yarn exports, mainly synthetic yarns, they now decreased 

to half of the total textile exports in the first half of the 1980s (Table 5.1). The rest 

of the exports came mainly from various fabrics and, to a lesser extent, home

For example, the cotton yarn exports registered at the BCCI accounted for 80 per cent o f total yarn 
exports in 1976 (Ipekyun 1977:121-122).

informants BTUOl, BTU02, BTU03, BTF02, BTF03. BTF07, BTF08. This decline was likely to 
be the result o f a sharp decrease in the yarn exports which dropped by 65 per cent between 1979 and 
1980 : however, the remaining part o f  textile exports, mainly fabrics, appear not to have shown such 
a decrease (Table 5.1). The yarn exports were entirely produced by large firms which were to all 
intents and purposes to be the main venues o f the intensive trade union activities in Bursa. On the 
other hand, the remaining textile exports were largely produced by small and medium-sized firms, 
virtually union-free firms, through subcontracting; thus they were apparently not affected by union 
activities in that period.
Furthermore, Table 5.1 also amplifies that there was an increase in total exports o f the town in 1980. 
It can be pointed out here that in those years, the main export items apart from textiles were 
agricultural products which were produced in the villages o f  the province (Ipekyun 1977: 121-122, 
1984: 82-83).

As examined in Chapter 3, total textile and clothing exports o f  Turkey increased by 88 per cent 
and then nearly quadrupled between 1980 and 1981, and 1980 and 1984 respectively.

In 1983, for instance, 88 per cent o f  the exported yams were synthetic yarns (Ipekyun 1984:82- 
83).
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furnishing products Interestingly, clothing production which had been almost 

negligible before 1980^  ̂ started to stir in the beginning of the 1980s and seems to 

have quickly directed itself to exports; and managed to acquire 2 per cent of the 

total textile exports of the town in 1983.

Table 5.1 Exports registered at the Bursa Chamber of Commerce and Industry, 
1975-1995, (Thousand US dollars, per cent)*

Years Yam
exports

Total textile 
and clothing 

exports 
(including 

yarn exports)

Total exports Yam 
exports/total 

textile and 
clothing exports

Textile and 
clothing 

exports/ total 
exports

Textile and 
clothing export 
o f  Bursa,textile 

and clothing 
exports o f  

Turkey
1975 7,548 8,243 25,713 91.6% 32.1% 4.3%
1976 10,729 10,913 30.100 98.3% 36.3% 3.4%
1977 n/a n/a n/a
1978 5,175 7.656 18,879 67.6% 40.6% 6.8%
1979 7.796 9,166 27.587 85.1% 33.2% 2.2%
1980 2,673 6,236 44,545 42.9% 14.0% 1.3%
1981 1 1.982 25,760 59,908 46.5% 43.0% 2.9%
1982 33.526 59,335 98,235 56.5% 60.4% 5.1%
1983 41,638 73,692 111,429 56.5% 66.1% 4.9%
1984 40, 780 114,264 140,080 35.7% 81.6% 5.0%
1985 n/a n/a 158,816
1986 n/a n/a 165,968
1987 47.752 161.759 206,790 29.5% 78.2% 4.8%
1988 54,167 201.710 255.623 26.9% 78.9% 5.5%
1989 41.495 178.910 283.071 23.2% 63.2% 4.4%
1990 38.720 184.028 323,079 21.0% 57.0% 3.9%
1991 39.982 204.373 356.612 19.6% 57.3% 4.2%
1992 27,422 236,345 445.114 11.6% 53.1% 4.5%
1993 24.289 262,507 482.491 9.3% 54.4% 4.8%
1994 57.310 388.951 n/a 14.7% 6.2%
1995 33.587 457,243 n/a 7.3%

Source: Compiled from ipekyun 1977. 1979. 
*Until 1985. the original data are in TL.

1981. 1984, 1994, and BCCI data records.

The growth of the town's textile and clothing exports seems to have continued until 

1988- albeit at a relatively slower rate. Table 5.1 illustrates that Bursa textile and 

clothing exports paused and even decreased until 1991 and then resumed their

In 1983, 30 per cent and 7 per cent o f  textile and clothing exports were various fabrics and home 
furnishing products. Additionally, in the same year, towel products also claimed 5 per cent o f  the 
exports (Ipekyun 1984:82-83).

The first and only clothing establishment with 10 or more workers appeared in statistics in 1979 
{SIS 1979 m anufacturing statistics). The emergence o f  clothing industry will be examined in the 
next section below.
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sharp development again^^. Particularly between 1993 and 1995 they have boomed, 

rising to new peaks at almost 390 million dollars in 1994 and 474 million US 

dollars in 1995. This has captured for Bursa over six per cent o f total Turkish textile 

and clothing exports. In this upward trend of the town’s textile and clothing exports, 

yarn products have tended to decrease since 1988 - though they showed a limited 

recovery in the latest years. The yam exports which had been the predominant 

textile category in the exports of Bursa, thus have to some extent lost their 

importance against other export categories. According to the BCCI records in 1994, 

the main export category was various fabric products which constituted around 45 

per cent of all textile and clothing exports. While home furnishing products claimed 

about 14 per cent of it, the clothing products increased their share as high as 23 per 

cent in the same y ea/'\

This temporary pause in the exports seems to have been the result o f  the restructuring that Bursa’s 
textiles faced in the late 1980s and early 1990s (See the next section, Partial dissolution o f  the 
cluster in B u rsa ’s textiles and  clothing, below ).

Most o f  the remaining were towel and bathrobe products in 1994 (BCCI data records). It should 
also be pointed out here clothing figure just shows “the core clothing exports”, and do not include 
any other sewn material like home furnishing products which are yet classified in clothing trade by 
the official institutions.



Table 5.3 Activity of private clothing establishments with more than 10 employees, 1968 prices (thousand TL)

N u m b e r of N u m b e r of 
e s ta b l is h m e n ts  e m p lo y e e s

A v e ra g e  
e m p lo y e e  p e r  

e s ta b l is h m e n ts

G ro s s  fixed V alue  a d d e d  
cap ita l (VA) 

fo rm ation  th o u sa n d  TL, 
(G F C F), 196 8  p r i c e s  

th o u s a n d  TL,
19 6 8  p rice s

G FC FA /A G F C F  p e r  V a lu e  
e s ta b lis h m e n t,  a d d e d  

th o u s a n d  TL, p e r  
19 6 8  p r ic e s  e s ta b l is h  

m e n t 
th o u s a n d  
TL, 1 9 6 8  

p r ic e s

G F C F  p e r  
e m p lo y e e

VA p e r  
e m p lo y e e

1981 3 163 54 n /a n /a n /a n /a n /a n /a n /a

1983 5 54 11 133 70 5 18 .8% 28 141 2 .5 13.1

1984 4 n /a n /a n /a n /a n /a n /a n /a n /a n /a

198 5 8 1 79 22 124 1 ,7 5 3 7 .1 % 16 2 1 9 0 .7 9 .8

198 6 8 2 2 8 2 9 2 9 0 2 ,4 1 6 1 2 .0% 36. 3 0 2 1.3 1 1 .0

198 7 8 2 1 2 27 109 5,081 2 .2 % 14 6 3 5 0 .5 2 4 .0

1988 11 1 ,2 6 8 115 6 ,0 9 9 2 8 ,9 2 8 2 1 .1 % 5 5 5 2 ,6 3 0 4 .8 2 2 .8

198 9 9 1 ,6 1 8 180 1 0 ,3 9 2 33 ,611 3 0 .9 % 1 ,1 5 5 3 ,7 3 5 6 .4 2 0 .8

1 9 9 0 12 1 ,8 4 6 154 1 5 ,3 0 8 6 7 ,6 6 2 2 2 .6 % 1 ,2 7 5 5 ,6 3 9 8 .3 3 6 .6

1991 11 1 ,8 7 3 170 1 1 ,2 7 9 5 1 ,0 5 8 2 2 .1 % 1 ,0 2 5 4 ,6 4 2 6 .0 2 7 .3

1992 32 2 ,1 1 3 6 6 3 ,3 7 8 .3 9 1 ,7 5 0 .8 7 3 .7 0 % 1 0 5 .5 7 2 ,8 6 7 .2 1 1 .60 4 3 .4 2

ÎI

S o u rc e . SIS, A nnual M anufacturing S ta titis tics , U n p u b lish e d  D a ta

sOoo



Table 5.2 Activity of private textile establishments with more than 10 employees, 1968 prices (thousand TL)

N u m b e r of 
e s ta b lish m e n t

N u m b e r of 
e m p lo y e e s

A v e ra g e  
e m p lo y e e  p e r  
e s ta b lis h m e n t

G ro s s  
fixed 

cap ita l 
fo rm ation  

(G FC F) 
th o u sa n d  
TL, 1968  

p r ic e s

V alu e  
a d d e d  

th o u s a n d  
TL, 196 8  

p r ic e s

G F C F / VA G F C F  p e r  VA p e r  
e s ta b lish m e n t, e s ta b l is h m e n  

th o u s a n d  TL, t th o u s a n d  
1968  p r ic e s  TL, 196 8  

p r ic e s

G F C F  p e r  
e m p lo y e e

VA p e r  
e m p lo y e e

1977 162 1 1 ,7 2 8 72 1 0 5 ,7 5 5 5 7 7 4 8 0 18% 6 5 3 3 ,5 6 5 9 .0 4 9 .2

1978 182 1 2 ,4 7 0 6 9 1 0 2 9 8 0 5 9 9 1 3 0 17% 5 6 6 3 ,2 9 2 8 .3 4 8 .0

1981 183 1 4 ,1 6 7 77 1 1 6 ,3 2 8 5 8 6 ,0 3 5 20% 6 3 6 3 ,2 0 2 8 .2 4 1 .4

1982 179 1 4 ,0 9 6 79 7 7 ,6 9 6 4 0 4 ,7 0 2 20% 4 3 4 2 ,2 2 3 5 .5 2 8 .3

1983 163 1 6 ,4 4 2 101 1 9 5 ,3 7 8 7 4 6 ,9 9 9 2 6% 1,1 9 9 4 ,5 8 3 1 1 .9 4 5 .4

1984 160 1 8 ,2 9 7 114 3 6 9 ,6 9 3 7 7 3 ,9 8 2 4 8 % 2,311 4 ,8 3 7 2 0 .2 4 2 .3

198 5 2 2 0 2 0 ,7 7 7 94 1 ,3 1 8 ,7 4 5 1 ,2 4 9 ,0 6 6 106% 5 ,9 9 4 5 ,6 7 8 6 3 .5 60 .1

1986 2 0 5 2 1 ,8 0 4 106 1 9 2 ,8 3 4 1 ,1 5 7 ,4 6 2 17% 941 5 ,6 4 6 8 .8 53.1

1987 2 0 7 2 2 ,9 2 9 111 3 0 4 ,8 8 2 1 ,4 2 9 ,2 9 6 2 1 % 1 ,4 7 3 6 ,9 0 5 1 3 .3 6 2 .3

1988 178 2 4 ,5 2 9 138 5 6 7 ,4 2 4 1 ,6 4 9 ,7 9 5 34% 3 ,1 8 8 9 ,2 6 9 23.1 6 7 .3

1 9 8 9 170 2 6 ,7 9 2 158 4 4 7 ,7 7 2 1 ,6 9 1 ,8 2 0 26% 2 ,6 3 4 9 ,9 5 2 1 6 .7 63 .1

19 9 0 166 2 7 ,6 4 6 167 5 0 1 ,0 5 8 1 ,9 6 4 ,9 3 2 2 6% 3 ,0 1 8 1 1 ,8 3 7 18.1 71.1

1991 151 2 5 8 7 3 171 2 6 9 ,5 3 0 2 ,1 7 9 ,2 2 3 12% 1 ,7 8 5 1 4 ,4 3 2 10 .4 8 4 .2

1992 170 2 6 ,9 7 4 159 1 ,8 6 2 ,5 4 7 2 ,7 3 9 ,2 8 4 6 8 % 1 0 ,9 5 6 1 6 ,1 1 3 69 .1 1 0 1 .6

1993 170 2 8 ,5 2 0 168 4 9 6 ,4 1 9 2 ,4 9 0 ,1 3 5 20% 2 ,9 2 0 1 4 ,6 4 8 17 .4 8 7 .3

f
I

S o u rc e . SIS, A nnual M anufacturing S ta titis tics , U n p u b lish e d  D a ta

vO
vO
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It should be pointed out here that these export figures only show the registered 

exports at the local Chamber of Commerce and Industry*" .̂ This means that those 

exports have been directly exported from Bursa. Many interviewees during the 

fieldwork indicated that some amount of production has been indirectly exported 

through Istanbul as well. Particularly, clothing companies, merchants or trade 

companies in Istanbul have made some fabric, home furnishing or clothing goods 

produced in Bursa through subcontracting; then have exported them from Istanbul. 

Furthermore, apparently, Bursa’s fabric producers have also been the main supplier 

of clothing factories in Istanbul working for exports or the unrecorded market of 

international luggage trade which is entirely out of the government’s control. 

Meanwhile, the production for the national market has still continued as well.

Table 5.2 and Table 5.3 illustrate some important information about private textile 

and clothing establishments, respectively, with 10 or more workers in Bursa in this 

period. The first thing to be noted in these tables is that despite a rapid development 

in clothing establishments in recent years, textile establishments have still 

constituted by far and away the most important part of the industry. In 1992, for 

instance, the textile part of the industry had 84 per cent of all textile and clothing 

establishments in this category. In terms of employees, its share was high as 93 per 

cent in the same year. Furthermore the textile and clothing parts of the industry in 

Bursa have had similar differences in terms of gross fixed capital formation and 

value added as welf’'̂

Table 5.3 illustrates that there were very few clothing establishments before 1988. 

While in 1987 there were only 8 establishments with only 212 workers, they

These figures are generally referred to irregular publications o f  BCCl which provide quantitative 
information about the town’s industry under the editorial name o f  Mr. Ahmet Ipekyun, the research 
co-ordinator o f  the BCCl (Informant BO02). The rest are obtained from their records.

For example, the gross fixed capital formation in clothing reached its peak in 1990 registered only 
3 per cent o f that o f  textile and clothing industry. Additionally, in 1992 when the value added in 
clothing hit its ceiling, it accounted for only 2 per cent. .

We had better recall that, as mentioned in the last chapter, these statistics on the basis o f  SITC 
basis is not able to reflect vertically integrated establishments. These establishments are classified 
according to its predominant branch o f activity. This may mean in Bursa case the number o f  
establishments is to some extent likely to be underestimated because o f  the vertical integration 
activities in Bursa's textiles, as we will see later on. .
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increased to 11 firms with 1,268 workers. This did not of course constitute an 

important development in terms of the number of establishments but in their size 

Before 1988, the average number of employees had hardly reached 30 workers per 

establishment, but with large investments in the field this apparently jumped to 115 

workers in 1988. Actually, this table shows that that there was as much as a fifty- 

five times increase in gross fixed capital formation in the clothing industry in that 

year, despite only a limited increase in the number of establishments. The number 

of establishments in clothing was almost stable until 1991 then sharply increased by 

almost three times. A decrease in the average workers per establishment from 170 in

1991 to 66 in 1992 shows that this increase in the number of firms stemmed from an 

increase in the number of medium sized firms. Even though in 1992 gross fixed 

capital formation was much smaller, compared to previous years the total value 

added in clothing had a further increase. On the contrary, the main bulk o f the 

industry seems to have been organised in very small firms. According to the SIS 

general industrial censuses in 1985 and 1992 which includes clothing 

establishments with less than 10 workers, there were 780 and 811 establishments in 

these years respectively’'.

As can be seen from Table 5.2, unlike those of clothing, the number of textile 

establishments with 10 or more workers declined in this period except between 

1985 and 1987. There were 183 textile establishments in this category in 1981 but 

they dropped to 170 in 1993. The number of employees in those establishments 

however doubled, increasing from 14,000 in 1981 to 28,000 in 1993. The direct 

outcome of these two opposite trends in this period was a substantial increase in the 

average size of establishment, reaching 167 workers per establishment in 1993. 

Meanwhile investments in the textile industry were apparently high and claimed an 

important share of the value added which substantially grew in this period. 

Particularly in 1985 the gross fixed capital formation of the textile industry was 

higher than the value added. A second important peak in investments happened in

1992 when gross fixed capital formation reached 68 per cent of the value added of

' SIS, Genera! Census o f industry’, 1985 & 1992. Since these data do not include the information 
about gross fixed capital formation and value added o f those establishments, they cannot help us to
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the industry. Besides these firms, there have still been many very small textile 

producers as well; in 1985 the number of such establishments (with less than 10 

employees) were 2,901, yet they dropped to 2,709 in 1992^1

Based on the data limited to the establishments with 10 or more workers, Bursa’s 

private textile industry along with its brand new clothing industry, appears to have 

promoted itself to a better position in terms of number of employees, value added, 

labour productivity and gross fixed investments. While thanks to much broader 

market opportunities than before, the towns’ private textiles have been getting 

hectic and increasing its pace of development, the state textile industry in Bursa has 

witnessed an opposite trend. As mentioned earlier, in the face of strong 

development of synthetic yarn in the 1970s, Gemlik rayon factory started to lose its 

function as a supplier for Bursa’s textile private production. In the beginning of the 

1980s, this factory eventually transformed itself to the production of non-textile 

based chemical products. As for the wool-textiles factory whose production 

extended to clothing in 1976 and thus had become a fully integrated state 

establishment, entered the 1980s with vital problems after a major change in state 

policy from a state-led economy to market-based one and ended up with heavy 

losses in the 1990s (Table 5.4). As can be seen from Appendix 11-Table 5A.2, there 

were insufficient investments until the end of 1980s which seem to have been 

inadequate for updating its outdated technology. Although there were some attempts 

in this respect later on. these investments did not bring much increase in labour 

productivity^'. Besides, this establishment like other Sumerbank establishments has 

suffered from rocketing wages^^ particularly since the late 1980s. These wage 

increases unaccompanied by substantial labour productivity growth reached a level 

where sales revenues of the establishment could hardly match the wage payments to 

the workers^\ On this point, the director of the establishment^^ indicated:

define the total picture.
S/S. Annua! M anufacturing Indiistiy, 1985 & 1992.

' This issue will be analysed in the section, Regressive labour relations 
This issue will also be analysed in the section, mentioned in the footnote above 
For instance in 1994 total wage payments to the workers constituted 74 per cent o f  total sale 

revenues (Informant BSTFOI).
Informant BSTFOI
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“ If it was a private firm, I could manage this with one-third of the present workers. 
Besides, we are paying very high wages... much higher than many private 
companies... Believe it or not. In this factory there are many workers getting higher 
wages than me. Under these circumstances, even if you bring new technology to this 
factory, you can’t make it profitable ”

Alongside these problems, unlike private textile sector, the establishment has had 

difficulty in taking part in the rise of Turkish exports since the 1980s, despite some 

limited attempts’*. Meanwhile, as the director of this establishment indicated, its 

products have also lost the competition against those of private sector in the 

internal market for a long time.

Table 5.4. Activity of Bursa Sumerbank wool textile and clothing establishment.
1990, 1994
Production FULLY-INTEGRATED 

-Wool yams
-Weaving Fabrics: wool, wool-polyester, wool-viscose; 
-Dyeing
-Clothing: suits, coats;

Employment^' | 
Workers 
Government 
Officials 
Employee on 
contract*

1990 1991 1992 1993 1994
2,726 2,541 2,219 1,997 1,782

17 17 15 13 11 

120 118 117 114 104
Personnel Wage Payments, bn. TL 
Exports, ml. US $
Total Revenue, bn TL 
Profit/(loss) per year. bn.TL

52.619 1 16.832 180.630 331.641 527.107 
0.200 0.745 0.500 "2.083 0.695 

149.256 234.690 320.716 526.549 655.055  
7.113 (6 7 .I l l )  (210.296) (334.381 ) (772.884)

* It covers engineers, technicians and white-collar office employees wkoare not entitled to be
Government Officials, but have same rights  ̂
Source: Factorv records.

Like other Sumerbank establishments, this one has also been waiting for 

privatisation whose hour seems never to come. So far, only a trade union 

confederation emerged as a serious buyer, but then they decided otherwise on basis 

of the fact that “given their budget they could not make this establishment feasibly 

working”*". It is very likely that this establishment may not find a new owner apart 

from the state. As its current director said, "''new period will eventually bury the

’' Informant BSTFO1.
Informant BSFO1. For export figures, see Table 5.5.
There are slight differences between these figures obtained from the establishment and the SIS 

statistics.
Informant BTUOl.
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heritage o f  Ataturk, an establishment (...) whose walls still smell o f  the spirit o f  the 

republic

On the examination of the unpublished data records of foreign investment permit 

certificates related to textile and clothing, supplied by the General Directorate of 

Foreign Investments of UTFT for 1980-1995, I can say that 33 foreign investment 

certificates which permit foreign investment have been issued to foreign investors in 

Bursa^'. Closer examination of those permits reveals that some firms have had 

several certificates given for their successive investments. Those 33 certificates thus 

relate just to 15 firms. One of those firms is the one mentioned in footnote 32 in this 

chapter) producing special yarn for other than fabric production which came Bursa 

in the 1960s. Six of those firms with foreign certificates are yarn, dyeing or fabric 

firms and set up in the 1980s. The rest are clothing firms established in the 1990s. 

One of the main features of these investments is that apart from one firm, all are 

medium-sized firms (the largest of them in terms of employee providing 120 jobs) 

or even small firms (with less than 50 employees). The foreign capital to those 

relatively larger firms has come mainly from Italy and Germany; for the smaller 

firms mainly from Greece. .Iordan and Iraq. Second, the share of foreign investors in 

total assets in the majority of these firms is lower than 50 per cent: only three 

medium sized and small firms have large foreign shares. Moreover, the total value 

of foreign investments in Bursa’s textiles seems to have been quite insignificant. 

For instance, in 1988 and 1989 when foreign investments peaked in Bursa, the share 

of foreign gross fixed investments in total investments only account for 1 and 3 per 

cent respectively^^

It is also necessary to make a brief review of the developments in the other main 

sectors in Bursa. As we have seen earlier, Bursa had also witnessed the emergence 

of two automobile factories in the 1960s, which quickly developed its auxiliary 

industry later on. Bursa’s automotive industry continued its development in the

They register 13 per cent o f  total number o f those certificates in Turkey.
Total gross fixed foreign capital was 7.4 million TL in 1988 and 15.4 million TL in 1989 (based 

on 1968 prices).
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1980s. According to the SIS statistics which show establishments with more than 10 

employees, there were 27 establishment with around 5.200 workers in 1981; and 

they increased to 40 firms with around 8,000 workers in 1985 (Appendix II-Table 

5A3). Meanwhile the \ alue added showed an impressive growth. increasing*^^4 per 

cent and reaching 742 million TL (based on 1968 prices) in 1985. Nevertheless 

Bursa 's  textile and clothing industry, which employed over 24,000 workers in 229 

establishments with 10 or more workers as well as producing around 1.4 billion TL 

based on 1968 prices, was still in the lead in the mid-1980s.

This situation seems to have partly changed in the late 1980s and 1990s when 

several new automobile factories started to be established in nearby provinces, 

bringing more business opportunities to Bursa 's  producers o f  automobile parts^\ 

and when Bursa 's  au lom oti\e  industry began exporting^^ (CV//?/7al .lanuary. .luly 

1996. Duruiz & \ 'enturk  1992: 64. lyibozkurt et.al. 1994: 75-80). This change is not 

onl\ apparent in the \a lue  added created by this industr\ which began to surpass 

those o f  the textile and clothing industry in this period. Although the number o f  

establishments and o f  employees also increased in the automotive industry, these 

increases stayed much behind those in the textile and clothing sector. As can be 

seen in Appendix 11-Table 5A.3. for instance, in 1992 there were 54 automotive 

establishments with 17.600 workers which created 3.6 billion TL (based on 1968 

prices), while 203 textile and clothing establishments with 31.500 workers only 

managed to create \ alue added at around 3 billion TL in the same period''*".

Furthermore, since 1990 when man\ automobile producers and importers launched a new 
campaign based on longer term credits with lower interests rates, the number o f  imported 
automobiles along with the number o f domestically produced have substantially increased. In 1989 
onl\ 5.270 automobile were imported. the\ reached nev\ heights at 62,530 and 102.060 imported 
cars in 1990 and 1993 respectivel). Meanwhile the number o f domestically produced cars jumped 
from I 18.314 to 167.556 in 1990 and to 348.095 in 1993 {Yearhook of Ekonomisi: Turkey 1995). 
Under these circumstances, the producers o f automobile parts in Bursa seem to have also benefited 
from this development in the 1990s.

In 1993 the registered e.\ports o f this sector at the BCCl was around 80 million dollars (Ipekyun 
1994:63).

Apart from automotives, the manufacture o f machinery and equipment (ISTC code 382 & 383) 
have also developed in this period. Compared to textiles and automotives, this development is 
however limited (Appendix II-5A.3).
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5.3.2 Main locations o f Bursars textile and clothing Industry
Large and some medium-sized textile and clothing firms have been mainly located

in three main organised industrial zones in Bursa. The first industrial organised zone 

of Turkey, as indicated earlier, had been established in Bursa in the beginning of 

the 1960s and had set a base basically for large firms (Map 5.1). In 1994, the 

number of textile and clothing firms was 52 in this zone which had total of 145 

firms (BOIZ guide 1994)* .̂ Although this industrial zone appeared a very attractive 

venue for firms which had enjoyed growth and to relocate themselves from places 

near the centre^^ until 1980, some other upwardly mobile large and medium-sized 

firms began to find alternative locations during the 1980s: along the route (the way 

to Gemlik) to the west, and particularly in a sub-district - outside of the boundaries 

of the Municipality- Demirtas. This place was then transformed to an organised 

industrial zone in 1990. In 1994, there were over 100 firms in this zone, 60 of them 

textile and clothing firms (BOIZ guide, 1994). Another alternative venue became an 

organised zone in Inegol - a town in the province, 43 km away from Bursa®* - for 

large and medium-sized textile and clothing firms. In 1993 there were almost 72 

firms. 32 of them operating in textiles (IIOZ guide 1993).

Many small and to a lesser extent medium-sized fabric producers have been located 

in two main areas near the centre They are very crowded areas and extension is 

almost impossible. In the main parts of these areas where small weavers are 

overwhelmingly concentrated, residential and industrial places are generally

The second important broad group was mainly automotives, machinery and equipment and 
fabricated metal (SITC code 38) industries.
”  Particularly near Kapalicarsi, two storey arcade built around an open courtyard, which had served 
the commercial centre o f textile particularly silk trade in Bursa.

The construction work o f  inegol Organised Zone started in 1979, but its importance occurred in 
the late 1980s for the textile and clothing industry.

Apart from these main areas, three other areas at the west and east edges o f  Bursa appear to be 
important for small and medium-sized fabric firms (Map 5.1). These areas, outside the Municipality, 
have been practically the result o f small and medium-sized dyeing firms’ decisions for their location. 
Basically dyeing production in textiles is the most pollutant one, thus its authorisation is considered 
to be legally more demanding. Because o f this, many medium-sized dyeing firms have had a 
tendency to find locations outside the municipality’s boundary where they could easily get 
authorisation from village or sub-districts headmen. For small and medium-sized dyeing firms, these 
three sub-districts have been the most attractive venues for their production and thus also attracted 
some small and medium-sized fabric firms. In the 1980s, some small clothing firms also started to be 
found in these places. Due to their environmentally hostile processing systems, these dyeing firms 
heavily contribute to the pollution o f Bursa and surrounding areas, emerging as the number one 
problem these days (See. the section, local governm ent and  institutions).
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mixed^°. It is easily observable when one is just walking through these parts that 

many buildings' ground floor is allocated to weaving, yet other floors are 

residentially occupied although there are other one-floor production buildings 

without any residential units. These industrial and residential mixed buildings take 

generally two kinds: two-floor buildings where family reside and make its 

production, and multi-floor buildings with a number of flats where the ground floor 

is allocated to production and other floors are rented to families whose production 

units are elsewhere, or workers who work in the area. In the second type, 

relationships to the building occupation seem to be rather complex: sometimes 

family, who run the production, build up more floors and rent them to other textile- 

related families in the area. Alternatively, in some apartments (mainly purpose-built 

as multi-floor apartments constructed by relatively well-off producers in the area) 

every occupier including small producers on the ground floor could be tenants.

Anyone who visits these places of small fabric producers is powerfully struck by the 

extreme din of weaving looms. The noise created by virtually non-stop 24 hours 

production of many producers makes those places hell-holes. What is absolutely 

amazing here is that many families can manage to live in flats on top of those 

continuously roaring weaving looms. A producer defines this noise as a lullaby for 

a textile family. For many small producers, the main problem is not the noise but 

that the end of this noise would mean no job, no money, no prospect. They point out 

that when the business opportunities were better for many small producers and a 

large number of shuttle looms were still operating in the 1980s'^', the noise was even 

worse than today.

These places of small producers are to a large extent, outside regulation. 

Unauthorised buildings, business without legal documents, uninsured workers'^' are 

normal things. This situation seems to be common for small industrial firms in 

many parts of Turkey (Ozcan 1993). Under the massive immigration to major urban

Some limited parts o f  these areas, where medium-sized fabric producers accompanied by 
merchants operate look like business and industrial areas, despite the presence o f  some residential 
houses.

See the next section.
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centres as well as Bursa particularly since 1960, the central and local governments 

failed to maintain and control the implementation of working laws, taxation of small 

firms and to create and distribute urban land, yet condoning chaotic development of 

small businesses on the basis of short term benefits have been largely the reasons. In 

Bursa the emergence of these areas dates back to the 1960s when small textile firms 

were flourishing. As Akder (1988) and Trunsk (1964) indicate, previously, small 

firms had been surrounding the Kapalicarsi, the traditional centre of textile trade. 

The development of small firms, lack of land in the traditional production places, 

fuelled with massive migratory flows to Bursa, generated pressures for expansion 

towards the then peripheral, and underdeveloped land, near the centre where many 

small and medium-sized textile firms operate today.

See the section, wages, trade unions and  labour
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Although the small and medium-sized clothing firms which started to blossom in 

the 1980s and 1990s were also located in some areas of those places, they have 

shown much more diversified locational patterns than their textile counterparts 

(easily scattering inner city areas or managing to develop in the very centre)*^’. This 

locational difference stems from the different natures of two sub-sectors, which 

particularly matter in terms of small and medium-sized firms. First of all, compared 

to weaving looms which create extreme din, clothing machines operate without so 

much disturbing noise that clothing production can find accommodation in many 

residential areas or even near offices "̂* in the centre of Bursa. Second, while 

weaving machinery is heavy and bulky, and thus normally needs spacious ground 

floor location, much lighter smaller-sized clothing machinery is likely to be much 

more flexible in finding place, even in small basements or top floor flats. 

Additionally unlike the textiles the clothing in Bursa hardly works at night.

5.3.3 The partial dissolution o f the power-based cluster and the emergence o f the 
vertically integrated firms in Bursa's textiles
In the previous section, 1 addressed myself to the easily visible form of the general 

situation in the textile and clothing industry of Bursa in the export promotion and 

market-led period since 1980 along with the location of the industry. But I did not 

take account of rather obscured parts of the transformation which are not easily 

discernible from statistics or quantitative data. When analysing the period before 

1980. 1 already broached the emergence of the power-based pyramidal “network

like cluster", controlled by a few yarn producers, accompanied, at a lower strata, by 

dyeing and printing firms and merchants. Now an important question arises as to 

how this cluster transformed itself into the new conditions. The aim of this section 

is thus to tackle this issue and portray the emerging structure in the town’s textiles 

since 1980 in more detail.

’’ Here I mean textile firms in weaving production 
Particularly since the late 1980s some clothing companies in Bursa have indeed been located in 

the very centre, (in the back streets o f the main highway). In this area, many clothing firms have 
occupied a limited number o f  five or six-floors apartments..
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Based on the foregoing discussion, it is not hard to tell that with the launching of an 

export orientation in the economy, the 1980s opened up much broader market 

opportunities than before to private textile firms in Bursa. Among them, particularly 

large synthetic yam firms which controlled the cluster and enjoyed a rapid increase 

in their exports seem to have been most delighted. They apparently started to 

operate at almost full capacity both supplying the domestic producers and doing 

exports with their yarn products, as well as also benefiting from fabric exports 

through subcontracting'^'". As main actors of the early export period they also took 

advantage of generous tax rebates. Under these lucrative business conditions, two of 

these large firms, also using state investment incentives, expanded their yarn dyeing 

sections to modern (fabric) dyeing and printing establishments in order to take 

larger share of the value added of textiles.

Nevertheless, their success seems to have been short-lived because of two important 

events which happened in 1984. First of all, as mentioned in Chapter 4 generous tax 

rebates started to be sharply curtailed by the government in accordance with the 

‘Subsidy Code' agreed between Turkey and GATT. These tax rebates appear to 

have been so important for these firms because synthetic yarn production was 

considered to be the most technologically intensive part of the industry where there 

was severe competition among firms world-wide. High tax rebates had helped those 

firms to decrease their prices to a level where they could be competitive against 

other countries or multinational firms in the international markets. After 1984, they 

began to face difficulty in selling their yarns abroad'^^.

Additionally, not only did the new period bring export orientation, it also brought 

the liberalisation of imports, as mentioned in Chapter 3; with the stabilisation 

programme the quantitative restrictions on imports were phased out, and protection 

rates over textile imports were gradually decreased in 1981, 1984 and then 

eventually saw a large decline in 1988. Due to this liberalisation, through Istanbul 

trade firms and merchants, Bursa faced an increase in imported yams which could

Informant BTF02. BPF05. 
Informants BTF02. BTF03, BTF05.
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compete with its local products This development began to shake the power of the 

de facto cartel and helped dyeing and printing firms and merchants who were giving 

subcontracting offers to smaller firms which then began to enjoy more competitive 

prices'^^ Furthermore, starting from 1985 several anti-dumping investigations, and 

as a result anti-damping duties by the European Union against Turkish polyester 

yam exports became another negative factor which made those firms’ life harder.

In a nutshell, starting from 1984 the new period not only meant potential 

opportunities but also problems for large yarn firms which had got used to 

comfortable conditions of business before 1980 and to some extent in the beginning 

of the decade. They seem to have needed the modernisation of their technology in 

their yarn production in order to secure their share of domestic and international 

markets. Furthermore, they also seem to have needed new strategies to pay attention 

to products which could have more chances to benefit from the expanding exports.

On the other hand, the network-like cluster, oriented to the production of fabric, still 

continued its operation even though the new period also brought it a serious 

problem. Before the 1980s. this cluster had been working largely on the basis of 

shuttle looms (known as black looms in Turkish weavers’ lexicon). These looms 

were to a large extent the replicas or modified versions of Sumerbank’s outdated 

looms that Bursa's turners produced. As mentioned in Chapter 2, different 

shuttleless loom systems had been already invented in the mid-1950s in several 

countries and these looms (which provided a significant increase in the speed and 

productivity of the wea\ ing process compared to shuttle looms) became widespread 

in developed countries in the 1970s.

Bursa's shuttle looms had helped the development of textiles on the basis of the 

national market before 1980. In the face of this technological breakthrough, there 

was however not much chance to carry on the production with these looms for a 

promising export activity. Some yarn and dyeing firms quickly started to import

Informants BO03, BTF02, BTF05, BTF07, B T F ll, BTF12, BTF18, BTF26, BTF27, BTF28, 
BPF30 BTF34. BTF37. Additionally, in the 1980s this production apparently attracted merchants
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shuttleless looms (known as automatic looms in Turkish weavers’ lexicon) so that 

the number of automatic looms quickly reached 750 by 1983 (Ipekyun 1984). With 

their imported looms, those firms began to produce some fabric products directed to 

export market. Later on some of them gradually investing in these looms, decreased 

their relationships with the cluster to a minimum in the second half of the 1980s^\

Despite this serious problem, the network-like cluster based on blacklooms 

continued to work and even flourished in most of the 1980s. Turners in Bursa were 

continuously producing black looms for small producers who expanded their 

business or for newcomers and the number of registered small weavers’*̂ reached 

around 5,400 in 1989'"". Low productivity with these looms was offset by the low 

rates of subcontracting which was still attractive to many firms and merchants 

giving such orders'"'. Even though low subcontracting rates apparently created 

discontent for many small fabric producers, compared to the previous period a much 

higher volume in subcontracting orders stemming from export activities thereby 

providing non-stop work opportunities constituted the main appeal for small 

producers and thus decreased the tension to some extent until the end of the 

1980s'"-.

Then, as we have seen, everything started to change in the late 1980s with the 

abolition of tax rebates, and reduction in protection rates on imports up to 1988. 

Despite sharp reductions in generous tax rebates after 1984, large firms still 

received some tax refunds from their direct exports or some shares in these refunds 

from their indirect exports via trade firms in Istanbul'"\ The negative effect of this 

abolition was practically redirected to the subcontracting rates which definitely

and some fabric producers which accumulated enough capital to do so.
Informants BO02. BTF02. BTF03. BTF04, BTF06, BTF07.

"" including small producers in preparation o f  yarn for weaving.
Based on Bursa Textile Tradesmen and Artisans’ Association’s registration records. According to 

the estimation o f  Ipekyun. there were around 2,000 very small weavers (including weaving related 
activities) member o f  this association in Bursa in 1980 (Ipekyun 1981 ;70).
"" Although thanks to reduction in protection rates, fabric imports gradually started after 1984, the 
fabric production in Bursa was practically still competitive against imported yarns mainly until the 
end o f  the 1980s.

Informants BO02, BTFI2, BTFI3, BTFI8, BTF26, BTF27, BTF28, BTF29, BTF30, BPF34. 
Informants BTF02, BTF03, BTF04, BTF07, BTF08.
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helped to increase the tension among small producers. After the further 

liberalisation in imports in 1988, fabrics imports at competitive prices emerged as 

an alternative source of supply particularly for clothing firms in Istanbul. Under 

market conditions of exports which were getting more changeable and fragmented 

and in which timing was getting more and more important, it is said that these 

imports (mainly from Far Eastern Countries with their long delivery times) might 

not be a destructive rival. Nevertheless, they surely decreased the volume of 

subcontracting works to Istanbul and also brought further downward pressures on 

the subcontracting prices.

Those producers with blacklooms who suffered from this decline in the 

subcontracting rates stirred to organise themselves against firms and merchants 

giving subcontracting offers under the leadership of the association which insisted 

on higher subcontracting price per metre. This attempt of the association reached its 

climax in 1989 when blackloom producers decided to organise actions, claiming 

that they would not do subcontracting production until better prices were given'"\ 

Although these actions did not last long, they became very effective, causing 

interruptions in the production and trade of the parties who gave subcontracting 

offers who worked for export markets. For large firms still engaged in the network 

activities in Bursa, accepting the demands of small producers and keeping their 

production through the network-like cluster did not appear a feasible option, since 

many firms already understood that the future of the cluster based on outdated 

blacklooms was not bright for export markets.

Large dyeing firms, some yarn and (medium-sized) fabric producers which had also 

started dyeing production made a crucial move at this point. Under the 

circumstances in which they already ruled out the possibility o f working with the 

d u l le r  with blacklooms, they had seemingly two main options to provide their

Informants BO03, BTF03, BTF04, BTF07, BTF08, BTF12, BTFI3, BTF16, BTF26, BTF27, 
BTF28. BTF29, BTF30, BPF34.

Informants BO03, BTF07, BTF08, BTF24, BTF26, BTF27, BTF28, BTF29, BTF30, BPF34, 
BTF37.
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supply: either with imported raw fabrics'®^, or their own fabrics, investing on 

imported automatic looms. For many firms, however, imported raw fabrics did not 

seem to be the only source of their supply but only a complementary one, because 

o f the long delivery times'®^ Additionally, some of them, as mentioned above, had 

already imported some automatic looms and accumulated working knowledge on 

fabric production in their own plants. Thus they mainly started to go for the second 

option, what did not rule out taking advantages of imports

Meanwhile particularly for medium-sized firms and some small firms which wanted

to buy automatic looms yet could not afford brand new ones, there was an

alternative emerging: an entrepreneur (basically a merchant who then entered into

dyeing and printing production in 1985 and in the 1991 began fabric production'”’)

explained this opportunity as follows:

“If you wanted to have a brand new automatic loom, you would need at least 20,000 
(US) dollars or more per machine. Not many people could buy it easily. But you 
could buy a smuggled old technology yet automatic one with fake plaques whose
price could be 5,000 or 6,000 (US) dollars Some importers have been organising
this for some time. What they have done is simple: change the ten years or fifteen 
years old looms' plaques on which the date of manufacture is written with fake 
plaques which show those machines as new ones, for instance. The law says, 1 think,
you can't import any old loom, that’s why they are doing this^ if) This might be
illegal but those machines have helped many producers a lot. Besides those people 
who bought this machinery generally are not having any state incentive unlike large 
firms' i ' ....To be honest, I bought 11 of these as well. 1 have brand new technology 
automatic looms too now. If I compare those looms with new technology ones, of 
course those machines were slower and you can’t get the highest quality. But they 
are much better than black looms for sure. “

111(1 Raw fabrics are fabrics ready for dyeing and printing process.
This is another important aspect o f  the 1980s and 1990s in the Bursa’s textile industry. Before 

1980 it is said that in Bursa only several kinds o f fabrics were continuously produced whereas, in the 
new period, products have been getting more and more diversified and changeable so that delivery 
times has become also getting important.

This, however, seems to be very critical strategy followed mainly by large firms, when one 
considers the real wage increases which basically targeted to those firms, as explained in section, 
wages, trade unions and labour in Bursa textile and  clothing industry, below. Nevertheless, all 
interviewees underlined that this chance was an absolute necessity for the sake o f  protecting their 
share o f exports. Furthermore with high technology shuttleless looms, they also indicate, they need 
not many workers. Related to the point, an informant says: “ ...For instance, we have 48 shuttleless 
looms, and we Just employ 50 workers.” (Informant BTF06).

Informant BTF17.
In fact, until 1991 the importation o f any textile machinery older than five years old was not 

allowed by the state, then this age limit decreased to 3 years.
This issue will be analysed in section. Incentives and  Credits, below.
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Despite their possible long term problems, these “smuggled" old looms seem to 

have brought short term benefits to firms which bought them. In fact thanks to the 

old-machinery imports, the producers with these automatic looms started to enjoy 

more value added fabric production and better subcontracting rates. For those who 

continued their production with black looms and could not manage to buy those 

automatic looms the future was indeed a problem. They continuously suffered 

decreasing \olume of subcontracting orders and rates. Particularly the Gulf crisis, 

(and consequently trade embargo which cut off the trade through Habur border gate 

between Turkey and Iraq) which affected the subcontracting orders negatively, 

became the last straw and put Bursa's cluster based on black looms on the margin of 

the textile production. Indeed, these small producers became the main losers of this 

transition. According to the chairman of the Textile Artisans Association, between 

1989 and 1995. o \er 20,000 blacklooms went to scrap dealers. The number of 

registered member of this association dropped 5,400 in 1989 to 2,200 in 1995 '. 

The remaining small black loom producers which managed to stand this turmoil 

were relegated to the production of very low \alue added such fabrics such as 

clothing linings and pockets for merchants working for Istanbul with very low 

SLibcontractinu rates.

The attorney o f  a trade union who had been engaged in an unofficial investigation group 
organised b\ Bursa Chamber o f Textile and Mechanical Engineers in 1990 gives an interesting 
aspect o f  this sm ugglings I nformant BTU04).
"...In 1990 this chamber organised a group and I became in charge o f legal aspects o f this 
smuggling. To best o f  our information, this was arranged by a well-known private finance company 
and some trade firms. We prepared our report and presented to the Ministry o f Finance. Then they in 
the beginning paid attention and some inspectors swoop on some places.. Meanwhile we were being 
continuously threatened by some people. All o f a sudden everything changed, something happened 
in the government then hushed up this issue..."
It should be pointed out here that this smuggling has not been exclusive to Bursa's textiles, rather 
this has happened in many parts o f Turkey as well. Nevertheless, it is said that Bursa has been 
particularly very active in this.
" ’ It is reported that the majority o f  these producers who cancelled out their membership were 
squeezed out the market. The limited number o f these small producers somehow managed to import 
automatic looms and became the member o f the Chamber. The difference between two 
organisations, thus the reason o f this organisational shift and the examination as to how those 
producers could import automatic looms will be given in text below.
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Apart from small black loom producers, Bursa’s textiles managed to restructure 

themselves and remained on the track of d ev e lo p m en tM an y  large firms began to 

combine fabrics produced in their own plants and imported fabrics; and also started 

to create some subcontracting relations among themselves"'. On the other hand, 

some medium-sized and small firms with automatic looms"^ started to constitute an 

upper layer in the cluster, now mainly controlled by Istanbul-based clothing 

companies - assisted by Bursa-based merchants and merchant producers - with little 

connection with the large firms in Bursa. Apart from weaving, knitting production 

emerged as another category of textiles in this p e r i o d S o m e  large firms 

apparently have combined their fabric production in both weaving and knitting 

which would enable them to diversify their products thereby use the potentialities of 

exports as much as possible"^ Besides, knitting, whose machinery was much 

cheaper compared to weaving looms, also attracted some medium-sized firms and 

merchants, as well as new comers, particularly tailors when knitted fabrics were 

gradually appearing as demanded supplies by Istanbul clothing companies"  ̂

Meanwhile clothing production seems to have been another attractive investment 

area for some firms"" : particularly for firms which were already engaged in some

As we have seen earlier during this restructuring textile and clothing exports registered at the 
BCCl faced a slight decline between 1988 and 1991; later on resumed their growth and particularly 
after 1993 sharply increased (Table 6.1).

For the analysis o f this issue, see the next section.
After all these efforts, total number o f automatic looms (including those in large firms) became 

3,750 in 1991 and reached 5,652 in 1995 (BCCl records, Ipekyun 1992: 52).
Until the late 1990s, there was not any substantial knitting machines in Bursa. This production 

has however gathered pace later on, thus a relatively large number knitting machines have entered 
the Bursa textiles: the number o f knitting machines were 492 in 1991 and 601 in 1995 (BCCl 
records, Ipekyun 1992: 52).

Diversifying products, thus exports, were a relatively important strategy for the Bursa’s firms 
engaged in exports particularly before the customs union agreement with the EU when the quota 
restrictions were still in effect. In fact the majority o f  the Bursa’s textile and clothing (t&c) exports 
have targeted the EU: for instance, around 60 per cent o f  (t&c) exports in 1994 were directed to the 
EU countries (UFT 1994). Moreover, the USA which has applied quota restrictions on Turkish (t&c) 
exports has been also a relatively important destination for the Bursa’s (t&c) exports in the recent 
years: in 1994, around 10 per cent o f the Bursa t&c exports were sent to this country (UFT 1994). 
Meanwhile the main (t&c) export items o f  Bursa, such as synthetic fabrics, home furnishing goods, 
have been under the quota arrangements (by EU and the USA).

Nevertheless for most o f  the small and medium-sized weaving producers, this change has not 
been seen to be a viable option since the majority have not had working knowledge o f  knitting.

As we have seen in the previous section, while there were 8 clothing establishments (with more 
than 10 workers) with 212 workers in 1987, the number o f  establishments and workers increased to 
32 with 2,113 workers in 1992. Moreover, there were 2,709 establishments with less than 10 
workers in 1992.
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sewing activities because of home furnishing, towel, or knitting production'"' and 

for tailors who managed to accumulate enough capital to set up clothing firms.

In order to clarify the picture that I have depicted so far, it is better to take an 

account of the chamber and other textile and clothing associations o f Bursa in a 

more detail. So far, two main business organisations, Bursa Chamber of Commerce 

and Industry, and Textile Artisans’ Association, have been mentioned. I already 

tentatively defined these organisations on the basis of size of their member firms (in 

the footnote 41). According to this definition, the Chamber is the main industrial 

and trade organisation in Bursa which provides an inter-sectoral medium mainly for 

large and medium-sized entrepreneurs, while the Association is a sectorally- 

specific organisation which covers small textile producers in Bursa. Nevertheless, 

the size has not seemingly been the only dimension of difference between the two 

organisations in recent years. In fact, there are some small producers, even those 

with two or three workers, who have also become the members of the Chamber. The 

reason for this may lie in the legal fact that when a producer on any scale wants to 

import or export, it has to be a member of the Chamber not the Artisans' 

Association'-^ This legal situation gives another important basis for the division 

between two groups of organisations. This means that small textile producers, who 

have somehow imported automatic looms have had to become the member of the 

Chamber'" '. In fact the Association is now only comprised of producers which have 

blacklooms in contrast to small firms with automatic looms who are in the 

Chamber'-f

Especially home furnishing production has apparently affected the foundation o f  a base for the 
clothing industry in Bursa. As mentioned earlier, since 1980 home furnishing goods have become an 
important export item. Because o f  the increasing importance o f  this production, those firms 
producing fabric o f  these products either started to add some basic sewing unites in their plants or 
find some sewers (mainly tailors). Similarly towel and knitting production also functioned a similar 
role to help the consolidation o f sewing activities in the town which gradually consolidated this base 
for more skill-based clothing production.

If small textile producers are not engaged in these activities, they generally prefer to stay as a 
member o f  the Association because they generally think that the membership o f  the Chamber does 
not bring any benefit but higher membership fees and more government control.

Particularly small and to a lesser extent medium-sized fabric firms have not had any chance to 
export because o f  the nature o f the trade which has been usually made at large quantities.

This does not however rule out that some members o f  the Chamber could combine automatic 
looms and blacklooms in their operation.
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Besides these organisations, there is another organisation which also needs special 

attention: the Tailors’ Association, an association which started to become relatively 

important particularly in the 1990s. This organisation has around over 1,200 

members, half of whom are now engaged in clothing production in 1995. Although 

they are basically small clothing producers, a limited number of them have 

succeeded in becoming medium-sized f i r m s T h e  most salient characteristics of 

this organisation is that it is comprised of clothing firms which produce for the 

national market, not for export'"^’. It is not however possible to define small clothing 

firms in the Chamber as all being exporters; rather, those firms are occasional 

exporters or firms which imported machinery

Based on the BCCl records, it is possible to say that there are 497 private firms- 

though this number is rather dubious'"* - with over 38,000 employees registered in 

textile and clothing in Bursa'"'^ in the form of SITC 321 & 322 excluding limited 

number of carpet or non-woven fabric producers. The first thing to be noted in these 

records is the importance of vertically integrated firms. According to these data 

119' ’" firms with over 20,000 employees have been in vertical integration of various

For instance, there is a limited number o f  firms which employ around 100 workers and give 
subcontracting offers to 10 or 15 smaller firms. (Informants BO04, BFT28 ).

These tailors in Bursa have basically taken advantage o f  the national market, when many other 
clothing firms in Turkey have already directed themselves to export market.

Unlike their counterparts in weaving, medium-sized clothing firms are able to do exports; even 
small clothing firms are also sometimes able to find customers for exports - generally Turkish 
immigrants in Western Europe and engaged in clothing trade.
'"Mt seems that there is a gap between de jure  and de fa c to  total firms as members o f  the Chamber in 
Bursa. This mainly comes from a firm strategy against trade unions, which began in the early 1990s 
when union activities were getting stronger and real wages started to become higher. In the face o f  
these wage increases and trade union activities, some large firms have apparently set up paper firms 
(subsidiaries) and shifted some unionised workers out to those firms when unions have got 
authorisation for collective bargaining. Thus they have been able to lower the number o f unionised 
workers in total below the necessary minimum number o f  unionised workers to get authorisation 
(then make the authorisation invalid). Based on the information gathered from trade unions and two 
banks in Bursa (and confirmed with the analysis o f  firms’ address records), 1 have only found 
fourteen paper firms which belong to 10 parent firms. Because o f  this problem, it is possible to say 
that the real number o f  registered firms is likely to be less than 497. Interestingly thirteen o f  these 
firms are found in dyeing-based firms; the last one is in a yarn-based firm.

This figure include the firms in Bursa, adjacent areas as well as Inegol. Apart from these firms, 
there are 9 other firms in the different district centres o f  the province, mainly Orhangazi and 
Mustafakemalpasa. Here I do not take account o f  those firms.
' including paper firms. Without them, the number is 105.
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forms'^'. It seems that one of the most important integration forms is full 

integration, accomplished by two large yarn firms. In fact, during the 1980s and 

1990s two large synthetic yam firms enjoyed being highly upwardly mobile'^": one 

of them bought the majority shares of the other two large synthetic yarn firms, both 

o f them - transforming themselves to holding companies' became fully integrated

textile companies. These companies controlling 8 textile and clothing firms claim 

around 8,000 employees. Second most important vertical integration form is carried 

out mainly by large dyeing firms which added other production steps to their 

production''^ The most successful firms are in the form of 'dyeing, fabric 

production and clothing and other sewing processes: they are organised in 13 

mainly large firms with 4,200 employees. This group is followed by predominantly 

medium-sized firms, accompanied by a limited number of large firms in ‘dyeing- 

fabric' and to a lesser extent ‘dyeing clothing’ combinations: in the first group there 

are 26 firms with over 2,800 employees, the latter 4 firms with 700 employees. The 

last important group is comprised of medium-sized firms in fabric production and 

clothing or more correctly sewing activities firms (50 firms with 2,400 employees):

' ' Here, I take account o f four major steps in textile and clothing production) preparation o f  fibre 
and subsequent manufacturing o f  yarn, thread etc; 2)manufacturing o f woven and knitted fabric; 
3)dyeing and finishing yarn, fabric etc; 4)clothing and other sewing activities, (cf. Kayasu 1995, 
Pack 1987. Stout 1970, Tippet 1969, Toyne 1984).
' '' The development o f  one o f  them appears to be controversial and to constitute a dark side o f  the 
state business relations in the country. The owner o f  the firm became a financier o f  the True Path  
Party and later on became a MP and State Minister in the 1990s. He has been one o f  the 
businessmen and politicians who have been accused most for his sleaze activities; he was found 
guilty for his tax fraud activities in 1995 (Hurriyet 23 May 1995).

Broadly speaking, holding company refers to a type o f industrial organisation in which the 
operation o f  several apparently independent enterprises is controlled by a single agency firm. In 
basically American, and to some extent European lexicon, holding company is a multi-activity firm 
which has operational and strategic decentralisation over diversified activities (Mayer & Whittington 
1996). In Turkey, one can however observe that holding firms show strategic centralisation yet 
operational decentralisation. As is reported in other works, holding form in Turkey is chosen to 
maintain the control o f  the founding family over the expanding activities o f  the family business 
(Bugra 1994). These holding firms in Bursa seem to fit to this form. Both o f  them belong to Balkan 
migrant families who have showed an impressive development in last two decades and strategically 
centred their multi-activities. In these two holding companies, the main operations are concentrated 
on textile and clothing; on the margin they expanded their activities to food, publishing and recently 
banking.
' Nevertheless in this group, there is also a limited number o f  firms which came from fabric 
production and then established their dyeing units.
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virtually all firms in this group are home furnishing, knitting and towel and 

bathrobe producers

In specialised single-step production, the most important groups are fabric 

producers and clothing producers Fabric producers are organised in 205 firms with 

over 6.300 workers. The majority of this group are comprised of small and medium

sized weavers with automatic looms: the rest are firms engaged in yarn preparation 

for fabric production and some k n i t t e r s T h e  clothing producers are the second 

important group which involves 100 firms with around 5,400 workers. Most of the 

clothing firms are small and medium-sized f i r m s i n  which production varies 

including core clothing production and simple sewing activities. These registration 

records also show that there are some mainly medium-sized dyeing firms (56 firms 

with 4,300 employees) which have not had any vertical integration. Lastly there are 

some firms (17 firms with over 1,600 employees) producing yarn mainly for special 

usage'

The picture that 1 depict, for Bursa's textile and clothing industry in the 1980s and 

1990s, so far shows that under the increasing rhythm of exports and imports (and 

with their potentialities as well as problems) the synthetic yarn cartel has gradually 

lost its power, the power-based cluster of weaving which was suffering from 

technological inferiority has been partially dissolved. While some small and 

medium-sized firms somehow managed to update their weaving technology, other

' ’"Besides, there are two more vertical integration groups in the form o f  yam-fabric-dyeing and 
yarn-fabric production. The first group involves two yarn -based firms. One o f  them is the large 
cotton-yarn firm which carried out forward vertical integration in the 1980s. Another firm in this 
semi-vertical integration category is the one which established by Isbank in the 1930s. This firm was 
bought by some Bursa" s industrialist in 1992. It should be pointed out that this firm is much smaller 
compared to the other yarn-based firms and on the way to closing down its yarn production and 
focusing on manufacturing o f fabric and dyeing (lyibozkurt et al 1994). Total number o f  employees 
in this group is over 2,200. The yarn-fabric production is comprised o f  medium-sized firms
established in the 1980s for the production o f  special usage yarns such as yam for embroidery, or for
industrial use. There are 3 producers with 4,00 employees. Cotton yarn factory also carried out 
vertical integration establishing dyeing and fabric units
' Around 90 and 60 firms are with less than 10 and between 10 and 25 workers respectively.
' Around 15 and 35 firms are with less than 10 and between 10 and 25 workers respectively
' In this category, there is a large multinational firm specialising in sewing and embroidery yam. 
Apart from these some medium-sized yarn factories produce synthetic and cotton yarns. The rest are



Chapter Five 222

weavers who could not were squeezed out of the market; the rest were relegated to 

very low value production. In this transition, for many successful large and some 

medium-sized firms, down-stream vertical integration in the value-added chain of 

textile and clothing production seem to have been the order of the day.

In this period, synthetic textiles have still been the main product of Bursa, although 

cotton textiles have also gradually moved up in response to the pressures of the 

export market. Nevertheless, cotton textiles have still been mostly limited to large 

textile companies (as well as various sized towel and bathrobe firms'^" ,̂ o f course). 

The veteran silk culturing and reeling production which had tried to stand on its feet 

again with the support of the state in the 1970s, has been almost defunct in this 

period due to lack of support and its non-competitive prices against imported Far 

Eastern silk yarns'^". Meanwhile, it is reported that on the margin of Bursa’s textile 

and clothing industry, there is a limited number of weaving firms which continue 

their production using imported silk yams, for tourist shops in the town, and for the 

national market'^'.

5.3.4 Vertical integration, subcontracting relations in Bursa textile and clothing 
industry: present situation
At the scale of large firms which have transformed themselves as vertically 

integrated industrial organisations at different (integration) levels, the local 

economy of textiles and clothing represents low degree of production inter

dependence. This situation seems to have applied particularly in the two largest 

firms: yarn-based fully-vertically integrated holding firms in Bursa'""- Since the

medium-sized even small firms which process yarn for special usage such as embroidery, sewing 
and industrial use.
' In 1995, 45 firms with around 1,300 workers in the Chamber are engaged in towel and bathrobe 
production (BCCl records).

After the demise o f its base, all efforts to revive Bursa’s silk industry in the 1970s seem to have 
been in vain. Even the Sericulture Institute o f  Turkey located in Bursa since the late nineteenth 
century admitted in the early 1980s that the industry had no longer economic value (Tekstil & Teknik 
, May 1986).

Informant BO02, BTF06, BTF07, BTF19.
These firms claim over 20 per cent o f  the employees (o f firms) in the Chamber o f  Bursa and over 

40 per cent, on average, o f  Bursa’s direct textile and clothing exports in the 1990s. Besides, the 
national market revenues have been still much more than their exports thanks to the massive 
capacities o f  their yarn, to a lesser extent, o f fabric and dyeing production: As a matter o f fact, in
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early 1980s these firms have gradually developed their structural hierarchy in their 

own organisations and followed similar production paths. Although in their final 

products, home furnishing is still the most important item, they have also been 

developing ‘core clothing production’. As indicated by interviewees'"^ under the 

orchestration of their headquarters which organise the production strategy o f the 

group firms, these holding firms manage to perform a practically in-house 

production'"’ with occasional subcontracting offers to other firms - and these are 

generally ‘capacity subcontracting’ offers in clothing production during peak 

periods. It is, however admitted by the interviewees who are managers in these 

firms that working for the export market brings extra pressures on them to become 

more flexible these days. Yet, it is also pointed out that these firms at the moment 

are capable of responding to most of the pressures of the export market because of 

very large and stable international customers, and the relatively less changeable and 

more standardised nature of their own products. In fact, in the export market for 

their fabric, home furnishing and clothing these firms have a stable subcontracting 

relationship with a number of very large foreign companies (international retail 

chains, fabric and clothing companies and wholesalers) with whom they have 

already gained a ‘favourable supplier status’ with their high standards of quality 

products since the 1980s. The products in these subcontracting jobs, mainly all sorts 

of home furnishing, underwear, in-door garments and men shirts, seem to be also 

relatively stable and not much exposed to sudden fashion and demand changes.

At a lower level, there is a number of other large firms - but smaller than those firms 

above - which are semi-vertically integrated at different levels. Generally these 

firms are dyeing-based ones (mostly in fabric-dyeing-clothing, and to a lesser

both firms, after their use in further processing, the majority o f  yarn and some o f  their raw and 
finished fabric products are sold in the national market. Clothing and home furnishing products 
predominantly go to the export market (Informants BTF02, BTF03, BTF05).

I can also add a cotton yarn based firm into these holding firms; a firm which become a semi
integrated firm, entering a dyeing and knitting production. This firm is also engaged in capacity 
subcontracting for the production o f knitted fabric. Total employees and total direct exports o f  this 
firm with the other two holding firms reach a quarter o f total employees in the Chamber and more 
than the half o f the direct exports o f Bursa (Informant BF04).

Informants BTF02, BTF03, BTF05
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extent, fabric-dyeing, or d y e in g -c lo th ing )U n like  the fully integrated firms, they 

generally are late starters in vertical integration thus seem not to have substantial 

capacities in some steps of the value added chain. Again, they are also “searchers” 

and have more precarious relations in the export market partly because the majority 

are either newly developing their trading divisions or dependent on other trade 

firms, mainly based on Istanbul; and partly because some of them recently have also 

become core clothing' producers and thus exposed to the pressures o f a more 

volatile market abroad. The level of inter-firm linkages in terms of production in 

these firms is therefore higher than in fully integrated ones, and they are likely to 

create more subcontracting relations. Many of these companies’ own raw fabric 

production'^ is generally accompanied with orders from Far Eastern countries, large 

firms in other cities, or from the two fully integrated firms. Meanwhile they 

sometimes give subcontracting orders to medium-sized weavers in Bursa with new 

automatic looms. Smaller firms, even with automatic looms, are not generally 

utilised, mainly in order to attain higher quality and low defect rates. On the other 

hand, for home furnishings, towel and bathrobe and particularly clothing 

production, these firms use small local clothing firms relatively more extensively. 

Because medium-sized clothing firms have a tendency to work for export market 

(rather than to be subcontractors of large firms), large firms do not have much 

choice but to use smaller firms. As far as small firms are concerned, lack of quality 

also appears as an important problem in subcontracting relationship and does not 

give much possibility to these large firm to construct continuous relationships rather 

than occasional ones to cope with their fluctuating demand.

Apart from chemical substances for synthetic yarn, since they have used some cotton yarn in their 
products, particularly for their exported ones, the main supply for them is cotton yarn, obtained 
from, local national and foreign sources.

It is possible to say that eight firms in fabric-dyeing-clothing, one firm in fabric-dyeing, two firms 
in dyeing -clothing are likely to be considered to be in this category: on average, around 420  
employees per firm. Nonetheless, there seems to be a limited number o f successful medium-sized 
firms (in dyeing-fabric-clothing, fabric-dyeing, dyeing-clothing, and fabric-clothing productions) 
which show first signs to have a similar tendency in this respect (Informants BO02, BTF06, BTF07, 
BTF08, BTF09, BTFIO, BTFI I BTFI2, BTFI3, BTF14, BTF15).

Meanwhile, these firms which do not produce yarns, are normally dependent on the yarn 
producers. This local dependent relationship, as indicated above, however does not appear to be as 
important as it used to be. because with the increase o f  yarn imports, many producers have had 
various choices to buy yarn, depending on their prices, particularly since the late 1980s.
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For both groups of firms, which are the main direct exporters of Bursa'"^, the basic 

strategy still is to continue their in-house production as much as possible and to 

follow a passive and limited flexibility, by simply responding to outside pressures 

from customers when needed. In fact, their major strengths are their economies of 

scale, very updated technology (the best technological level in Bursa), the 

combination of national and export markets in their sales, and for at least some 

firms, relatively standardised products (cf. lyibozkurt et.al. 1994). In a response to 

external market conditions, they appear to combine the advantages of economies of 

scale with of limited subcontracting relationships as well as to attempt some level of 

intra-firm pliability, making their workforce flexible in a coercive manner'"'’.

Although the current situation in which flexibility is restricted to their intra-firm 

structure and modest capacity outsourcing, is likely to be satisfactory for large 

firms, the question as to how long they can continue their production in such a way 

seems to have uncertain answers'^". In order to cope with the future production 

which possibly forces many firms to become more and more flexible, some 

professionals in those large firms underline the benefits of creating more effective 

and extensive local linkages with small and medium-sized firms which are able to 

adapt themselves to a higher quality production. Having substantial outsourcing

These large firms have claimed over 90 per cent o f  all direct textile and clothing exports in the 
1990s. The rest has been carried out by some successful medium-sized firms. Almost all these 
exports (apart from yarn ones) are getting the subcontracting orders from abroad. There is however a 
single attempt in label creation in clothing and some other attempts in originally designed fabric in 
order to go beyond subcontracting relations, although they are rather controversial. For instance, the 
label created by a firm which has the second biggest clothing production in Bursa is called “French 
Collection", which has a very similar sound to a well-known international retailer chain all over the 
world. The designed fabrics which the same firm has tried to sell in international fairs under its 
famous name has been prosecuted as stolen designs {Hurriyet 14 December 1996).

' Labour relations will be analysed in section, wages, trade unions and  labour below.
Even publicly some criticism of these large firms began to appear. For instance, a manager o f a 

large textile firm says in a meeting organised by the BCCI about the effects o f  a customs union 
agreement on Bursa' economy in 1994 frankly said “in my opinion, there is less chance fo r  those 
(vertically) integrated textile and  clothing firm s o f  Bursa than specialised firm s in a custom s union 
(quoted in lyibozkurt et al 1994: 58). Furthermore, in an interview with the owner o f  a successful 
medium-sized firm in a magazine o f Turkish economy, it said '"large firm s in Bursa are no t flexible  
and are not able to work according to fashion which even changes in two and  three w eeks"  
(Capital, February 1996). On the other hand, these criticisms are replied by others, indicating that 
the econom ies o f  scale and technological superiority are still the main points (informants BTFOl, 
BTF02. BTF03, BTF05, lyibozkurt et.al. 1994:51-76).
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relations however appears not to be possible for those large firms for the time being.

An assistant to general director of a large firm said:

“In my opinion, many large firms (in Bursa), are not now, but will probably have 
difficulty to become flexible enough to respond to the orders of the export market 
quickly and effectively.... Especially if we (Turkey) enter a customs union 
(agreement), this will be especially important... For this, 1 think, large firms should 
as soon as possible pay attention to the extensive use of small firms, and their 
adaptation to their production... We (large firms) had better gradually fit these firms 
into a new system so we can use their flexibility. But at the moment it's very 
difficult to tell this to many bosses in Bursa since there is not that much problem and 
(our) profits are alright now, we can manage the production mainly by ourselves. 
Now they (bosses) do not simply want to face the problems of this. Whenever there 
will be a problem, this option will inevitably come out as r e a l i t y .   ̂  ̂1 "

Many other firms continue their subcontracting relations. This is also to some extent 

applicable to many medium-sized firms which have also experimented with vertical 

integration in the form of both specialisation as well as capacity subcontracting. The 

combination of (mainly indirect) export and national markets, the expansion of 

production to clothing and related activities, less interaction between large, and 

small and medium-sized firms, technological difference between different groups of 

weavers make this time different from the one before^'l^SOs. It is not possible now 

to talk about a single-type of relationship comparable to what was referred to as 

“power-based relationship" in which subcontracting was on very unequal terms. 

Present subcontracting ranges from extremely power-based in which there is an 

absolute winner-loser relationship occurring, to a relatively more egalitarian form in 

which subcontractors are also able to search in order to increase their benefits from 

subcontracting or go beyond the boundaries of subcontracting. However these new 

forms do not seem well articulated.

Virtually all members of the Textile Artisan’s Association, as mentioned above, 

who were already relegated to clothing linings and pocket fabrics, are in the 

subcontracting relationship which have gradually eroded them. Merchants in Bursa 

actually made them subcontracting offers at very low rates which only enable them 

to live at subsistence level. In the face of this serious situation, the Association has 

led such weavers to organise themselves and set up several merchant firms in order

informant BTF06.
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to change the current situation. Taking up the role of merchants, these firms, each 

set up by a large number of producers, have aimed at finding solutions for their 

working capital problems through better credit facilities; at gradually ending their 

subcontracting relationships with merchants; and eventually at helping them buy 

automatic looms. These attempts eventually prove nothing but their hollowness. As 

mentioned in Chapter 4, KOSGEB’s recent project on producing shuttleless looms 

for small producers in Turkey might help these producers in Bursa; but the results 

have yet to emerge.

By contrast, as indicated earlier, a limited number of weavers who managed to buy 

automatic looms are likely to enjoy a relatively thriving business with much better 

subcontracting volumes and rates. In this case, subcontracting also goes beyond the 

traditional definition in Bursa (fason) - i.e. core firms or merchants buy yams and 

give them to subcontractors. This generally means a lack of working capital of 

subcontractors (and thus they are unable to buy their yarn - which has made many 

subcontractors totally powerless against core firms and merchants). This is likely to 

be no longer the most critical issue in subcontracting. Many producers (even small 

ones with two looms) now can get just orders (siparis), buy yarn themselves and 

make the specified production or even, to a lesser extent, manage their production 

without any orders - producing the most demanded fabrics to sell in the market. 

Throughout this production, in Istanbul medium-sized clothing factories and 

merchants (which supply smaller clothing producers) on the one hand, and in Bursa 

medium-sized dyeing-based firms, clothing producers and merchants on the other 

are the main agents which conduct all subcontracting relations. Although Istanbul 

has still been the main market for most of the fabrics produced throughout the 

cluster, since the development of some medium-sized dyeing-based firms and their 

direct export attempts, some limited amount of the synthetic fabrics produced 

through subcontracting have been directly exported in recent years.
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At the level of small and medium-sized firms, the rapidly developing clothing'^" 

(including other sewing activities) sector has had very extensive subcontracting
f i V m i  j r \

relations in Bursa, mainly orchestrated by medium-sizea/specialised/clothing or the 

other semi-integrated firms. Reasonably satisfactory subcontracting rates and low 

barriers to entry make clothing production in Bursa an attractive investment to 

newcomers. While this tendency helps the sector flourish, it does not bring a similar 

effect on the quality of production. Although clothing needs considerably more 

skill-based production, it is reported that a large number of small-sized newcomers 

are not good enough to manage subcontracting at a reasonable quality - nor to have 

an ability to train their labour. Because of this, continuous searching goes on to find 

better subcontractors; even some medium-sized firms which have been set up in 

recent years are very eager to sell their products in export market and seem to 

extend their search to other cities.

Apart from fabrics for home furnishing and towel and batlirobe products, there 

appears to be a weak linkage between weaving and clothing clusters in Bursa which 

largely stems from different material orientations in both. Firstly, a number of 

medium-sized firms, as members of the Tailor’s Association, which organise a large 

number of small firms for the national market use many different materials for their 

wide range of products: it is indicated that they use wool and cotton based woven 

and knitted fabrics more than synthetic woven ones in which the weaving cluster is 

predominantly specialised. Secondly, other medium-sized clothing companies 

which are trying to do exports are becoming specialised on single or a narrow range 

of goods which are basically shirts and T-shirts made of cotton woven and knitted 

fabrics.

5.4 Local government and organisations and coalitions in the economic 
development of Bursa s textile and clothing industry: their absence and 
presence
As mentioned in Chapter 2, alongside the increasing pace of local and global 

interactions in current capitalism, there has been an emerging phenomenon (mainly

Knitting production seems to be an integral part o f the clothing production in Bursa. Apart from a 
few, all knitter producers are clothing producers. Therefore, they are regarded here as part o f  the 
clothing cluster.
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in the Western world in recent years) that there is an active involvement of local 

governments in economic development as well as the embodying of local coalitions 

between local government and other local institutions for a better future in their 

localities. In the first place, one may ask is there any similarity between this trend 

and Bursa’s experience? As an initial response to this question, it should be said that 

local governance in Turkey does not have a strong tradition to fulfil this role 

exactly, although there have been positive steps to this end in recent years'^'..The 

main rupture happened in the mid 1980s - as part of market-based policies as well 

as electoral strategies of the government - with the adoption of new legislation' 

This legislation initiated the delegation of more power particularly to municipalities 

in large and upper medium-sized towns, designated as metropolitan municipalities, 

and by increasing their budgets, opened up some limited possibilities for these 

municipalities to be more active in their localities’ futures. As a matter of fact, as 

pointed out in Appendix 1-6, this change is not without its drawbacks for which two 

main problems seem to be responsible (Tekeli 1994). First of all, the central state 

still holds its power over their budgets, mainly composed of fund transfers from its 

own. Second, although there is a new legislation which aims to reshape these 

municipalities' structure, it is reported that since the main body of the municipal 

legislation (which dates back to the 1930s where the patronage of the central state 

was in its heyday), has not been changed, this new legislation seem to be hardly 

more than a cosmetic change.

Bursa which was designated as a metropolitan municipality, has become one of the 

limited number of towns which has experienced these changes. Nevertheless, in 

Bursa there has yet to be an important involvement of the municipality in local 

economic development which could go beyond its traditional role merely restricted 

to the local provision of services such as local transport, water and sewage systems 

(cf. Eraydin 1992). In an interview the advisor to the Metropolitan M a y o r ' s a i d

It should be noted here that there is no regional government in Turkey. Besides, the country’s 
long-standing strong tradition was o f the central state vis-à-vis powerless municipalities, only 
responsible for the predefined tasks o f local provision o f  services under the heavy tutelage o f  the
centre.
I  < 4 See, Appendix 1-^

The current Mayor is o f Motherland Party
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that, the most important problem which has hindered them from taking on an 

entrepreneurial role is their absolutely insufficient budget (Appendix I-C). 

According to the advisor, unless there is new legislation which allows 

municipalities to take a direct part of the wealth created locally, there are few 

possibilities for them to pursue this new role.

Despite this, Bursa Municipality has just recently taken a step towards playing part

in local economic development which may affect the town’s future with an

environmentalist project, called Bursa 2020. Introducing the project in a leading

economy magazine in Turkey, stressing the urgent environmental problems of

Bursa, the Mayor stated :

"...If the conditions (in the industry) go on as business as usual, we can’t sort out any
problem in B ursa  ((With this project) we will try to provide development in this
town without destroying the environment (Thus) What we are proposing here is
that Bursa's industry should renovate itself. It should redirect itself to the high 
technologs production and high value added products” (Cap/W  February 1996; 84)5

The advisor to the mayor in the interview explains the basic problems which urge

the municipality to move in such a way:

"Our concern is not local economic development hwX overdevelopment in Bursa. We 
have so many problems stemming from rapid industrialisation, and thus immigration. 
Because of this, we don't have enough space to set up new factories. Meanwhile, we
have unauthorised houses, unauthorised workshops or factories Many factories,
even large ones (...) in every sector don't have environmentally friendly production 
systems. Especiall\ dyeing factories are among the worst. The result is intensive 
pollution. If Bursa goes on like that ,in couple of decades, it is going to be 
collapsed. ' 56"

This project is still in preparation and thus it is unclear what exactly the ingredients 

are'^\ Nevertheless, it is possible to point out two main issues which come onto the 

agenda related to this project. First of all, it posits to set up a research platform 

which aims to contribute to the future of industrial sectors (in general) and to 

establish a techno-park in the town (in particular) in collaboration with the local

Informant BOO!.
This economy magazine reports that a delegation composed o f  people from the municipality, the 

chamber and the university would visit Israel to examine a model and judge whether it is applicable 
to Bursa {Cupitai February 1996).
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Chamber of Commerce and Industry and the (Uludag) University. What seems to be

important here is that there is indeed an unusual coalition (for Bursa), generated by

the local government and main institutions to upgrade their town towards a

supposedly “sustainable and better techno-economical system”. A second aim is to

stop new investments as much as possible from outside sources unless they are

high-tech investments. This has to some extent already taken place, particularly in

the late 1980s and 1990s, with the efforts of the Chamber of Commerce and

Industry. The chairman of the chamber’s council states:

“We (the BCCI) have preferred firms from our town for the allocation o f  industrial 
lands. ... We have tried to give a chance to our firms. Perhaps, we have behaved 
chauvinisticaily. But we have done this for the healthy development of  our local 
industry, since it has been difficult for Bursa’s industrialists to go somewhere else. 
But we (now) support high technology investments from outside” {Capital February 
1996).

The main reason behind this behaviour of the chamber seems to be not the 

environmental problems nor “chauvinist local identity” ' i n s t e a d  the lack of 

available land for industrial investment and thus increasing trend of land prices and 

keeping the reserve army of labour'^'’ whose presence particularly in the textile 

sector has helped to control the increasing trend of wages'*’”.

Meanwhile, firms which have international contacts have been the main supporters 

of the reconstruction of the small airport of the town or building another airport a t  

international standards. Particularly, large and some medium-sized textile firms 

engaged in exports are among the most enthusiastic in this respect. To this aim, the 

long period of lobbying of the municipality and the chamber on this issue recently 

have come to an end when the state decided to transform a military airport to an 

international airport {Hurriyet 8 December 1996). The construction of this airport is 

likely to give textile and clothing exporters, who generally indicate that the lack of 

decent international airway connections to Bursa have brought one of the most 

negative effects on the expansion of their exports, a paramount advantage to

It is reported that between 80 and 90 per cent o f  business people in Bursa are first or second 
generation immigrants from Balkans or other cities in Turkey {Capital February 1996; Informants 
B 0 0 1 .B 0 0 2 ) .

See the section. Regressive Labour Relations.
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increase their international connections and thus exports’̂ '. In a similar vein, 

another important development is the construction of a textile international trade 

centre, initiated by a number of large firms which set up a building co-operative (or 

syndicate) for it in 1988'^“. This centre is comprised of two main buildings (one is a 

five-storey building for wholesaler showrooms, the other is a twenty-eight-storey 

building for offices) which were supposed to be completed by the end of 1996'^\ As 

a successful property development attempt, the shares of this co-operative have 

already been bought by many other firms and merchants from Bursa and other 

towns may bring further benefits to textile firms in international and national trade.

Although there are some positive developments for the future of the town, under the 

conditions of, what the advisor to the mayor calls “overdevelopment”, Bursa's 

sectors still lack sectorally specific policies discussed and agreed by different 

interest groups which would guide those sectors to transform themselves on the 

basis o f long run economic development. For the textile and clothing industry, there 

is no such platform on which all interest groups could co-operate with each other. 

On the agenda of the chamber, as the primary institution of local industry, neither 

trade unions nor other (mainly small producers) associations of textile and clothing 

appear to be feasibly co-operating institutions. Furthermore, this chamber, even for 

its members, is unlikely to function as providing technical guidance or collective 

service provision. Some limited attempts of the chamber in this respect do not seem 

even to attract the members' interest'^f Particularly small and medium sized textile 

firms as members of the organisation consider the chamber just as a legal entity of 

which they have to be members, while for large firms, (more specifically for their

Especially these points are likely to be very important for large textile firms which have expanded 
their production during the 1980s and 1990s.

Informants BOO I. 8 0 0 2 ..
Its official name is “Bursa International Textile Trade Centre” (in its Turkish acronym, BUTTIM) 

(informant BTFOl).
A window opening to the world fro m  the centre o f  Turkish textiles, BU TTIM  (in a leaflet which 

introduces the project, prepared by the headquarters, Bursa).
For instance, in 1994, the Chamber in co-ordination with the University organised a series o f  

meetings to discuss the effects o f a customs union agreement on Bursa’s economy in different 
sectors, 55 large and medium-sized firms in textile and clothing were invited, but only total 6 o f  
them attended. A similar attitude by firms in other sectors can be observed as well. In this meeting, 
total number o f  firms in all sectors in Bursa were 144, but only 20 firms responded (For the minutes 
o f these meetings, see lyibozkurt et.al. 1994).
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owners) it is an organisation which enables them to get close to the central state if 

they are elected as directors of its boards

In this generally non-co-operative business climate of Bursa, a new business 

association has arisen on a religious basis with an emphasis on a new atmosphere of 

networking and co-operation among its members. It should be pointed out that this 

development is not unique to Bursa, but a general process which has affected many 

parts of Turkey in parallel with the resurgence of Islam as an alternative ideology in 

Turkish society in recent years. This voluntary pro-Islamist business association 

which is called The Independent Industria lists’ and  B usinessm en’s Associa tion  

(better known in its Turkish acronym MUSIAD) was established on 1989 without 

endangering its connection with the chambers and claim nearly 2,000 members in 

Turkey in 1995'^’̂  In Bursa there are 165 members in all sectors. Over 60 of them 

are textile and clothing producers, overwhelmingly small and medium-sized 

producers. Bringing the Koran to the business, this association aims to create local 

and national multi-sectoral networks of businessmen, networks which are “very 

useful in a business sense"' as claimed by its secretary general {Basinda M U SIAD , 

April 1995). In Bursa, the local MUSIAD, unlike the chamber, is an organisation 

which seems to provide strategic guidance and collective service provision in 

business and social terms to its members as well as to attempt solving individual 

problems among the network. It organises seminars, courses to lead its members 

(most of whom are not engaged in direct exporting) to be direct exporters. This 

activity of the local branch of MUSIAD is also supported by the headquarters which 

strategically and practically provide information on international market for the

An econom ic magazine in Turkey writes on this issue; “....(in Turkey) being in board o f  directors 
o f chamber o f  commerce and industry is an important key to open many doors in the state” 
(Ekonomist, 14 April 1996). Two main benefits may appear because o f  such a position in a strong 
chamber like Bursa's one: first is the emerging opportunities for them to get an important position in 
Turkish politics as MP or State Minister. Second is o f  state incentives and other state decisions that 
directly or indirectly affect the business in Turkey (Kaiaycioglu 1991). In this issue, Kalaycioglu, in 
his analysis o f  Turkish business interest groups versus the state, quotes a Turkish businessman who 
publicly said that state is the place for making more money (through its decisions) than the market 

O f course, the MUSIAD (voluntary organisation) members are also in the chambers (compulsory 
organisations for industrialists and businesspersons apart from artisans and trade persons) . Although 
it is headed by a number o f  the largest companies in the country, the main body o f  MUSIAD is 
comprised o f  medium-sized entrepreneurs, mostly from Anatolian heartland, in the broad-church o f
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exportation of different products. Furthermore, the local association in co-ordination 

with the headquarters organise the member fimis in the same sectors to operate 

collectively in buying supplies and encourage them enter collective investments on 

a local and national basis. The association also takes a further step and attempts to 

solve business conflicts among its members amicably inside the network, avoiding 

legal procedures. To strengthen the local network, every member of board of 

directors is also responsible to visit a member firm and listen its personal 

problems'^’̂

Can this Islamist organisation be an emblem of the future business in Bursa? It is 

difficult to tell since this is intimately related to the general political climate in 

Turkey. But we can foresee in the medium run MUSIAD could succeed in 

recruiting more ambitious small and medium-sized entrepreneurs who enjoy the 

benefit of the organisation, providing the current political conditions in the country 

and the non-co-operative and power-based spirit in Bursa continue.

5.5 State incentives and financial credits in Bursa’s textile and clothing 
industry
Based on the analysis so far, we already know that direct exports of textiles and 

clothing from Bursa have by and large been carried out by large firms, even though 

in recent years some medium-sized firms have also shown some positive, yet 

limited, attempts. While large firms have thus taken advantage of export incentives 

in the form of tax rebates, foreign exchange allocation and export credits, small and 

medium-sized firms, many of them operating as subcontractors either to the national 

market producers or to firms working for the export market, have not had much 

chance to do so. Only a limited number of medium-sized firms in clothing and 

related activities which started to export in recent years'^® are likely to be qualified

the Turkish pro-lslamic movement seems to follow a rather pragmatist policy, and tries to prove the 
best and most efficient organisation in the Turkish economy.

Informants BO06, BTF16, BTF31, BTF33, also MUSIAD 1995.
However, some clothing producers who have been engaged in exports occasionally and/or their 

volume o f  exports are quite limited to fulfil the minimum eligibility requirements o f  export 
incentives could not seize on export credits and foreign exchange allocations
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as exporters with a certificate and thus benefit from incentives in the form of export 

credits and foreign exchange allocations

Although there is no definite requirement to be an exporter for a firm to take 

advantage of investment incentives, other requirements have seemed to hinder many 

small and medium-sized firms from benefiting. As mentioned in Chapter 3, there 

have been threshold investment requirements to qualify for Investment Incentive 

Certificates. Particularly until 1990, these requirements were held at a level at 

which only large firms could benefit; later on, modifications in the system have 

however opened up possibilities for medium-sized firms in Bursa. However, there is 

another problem stemming from the peculiar position of Bursa municipality which 

is considered to be one of the “developed places’" by the state, i.e. places which do 

not have priority in terms of investment incentives; but except within any organised 

industrial zones (OIZ) they contain. This means that inside Bursa any new 

investments have not been allowed to get any investment incentives, unless they are 

in the OlZs. Otherwise limited incentives may be awarded for modernisation or 

renovation etc. to firms which are already established provided they meet the 

minimum requirement of investment (higher in developed regions), and they have 

substantial, well prepared projects (“which convince the officials why the state 

should support such an investment in a developed region Under these 

circumstances, it is clear that for small firms, many of whom are in buildings 

unauthorised for industrial production or do not have enough capital or capacity to 

prepare such a project, there is effectively no possibility to seize upon these 

incentives. There may however be some slight chance for medium-sized firms in 

this r e s p e c t ' I n  contrast, new or established large and medium-sized firms in 

organised industrial zones have been the main firms which have enjoyed investment 

incentives together with some medium-sized firms, if not small firms, outside the 

boundaries of Bursa municipality.

As mentioned in Chapter 4, tax rebates were abolished in 1988 
Informant BTF07.

171 During the fieldwork I have not met any such a firm which have investment incentive certificates 
in Bursa.



Chapter Five 236

Being a direct exporter is likely to matter also in terms of private bank credits which 

are basically in two forms, credits in foreign exchange and in Turkish currency. In 

order to get foreign exchange credits which are generally of a year’s maturity 

period, and subsidised by the government in order to help exporters, firms have to 

have export incentive certificate -certificates, as mentioned in Chapter 3, which are 

only allocated to exporters'll In terms of domestic currency credits there are credits 

related to the investment incentives which are also subsidised and with reasonable 

maturity periods on the one hand, and normal private-source credits on the other. In 

the volatile conditions of the Turkish economy (with its weak currency) in which 

the long term is measured in months rather than years, private banks do not give any 

normal credits in Turkish Lira for more than three months. It is accepted by firms 

and banks that because of the limited maturity period as well as high interest rates 

credits in domestic currency are very risky, so that firms are generally reluctant to 

use them unless there is an urgent need of capital'll This situation particularly 

affects small firms. Even if they may want to use them at any cost, private banks 

refuse such requests due to their limited security. Nevertheless, there is another 

option for these firms, the concession of preferential credits which have appeared to 

be getting important since 1990. Although these credits through a state bank to 

some extent help those producers for their acquisition of start-up, working capital, 

and machinery and equipment expenses, they are still insufficient and have long 

bureaucratic procedures' I

Under these circumstances, it is clear that the state’s strategic redirection of 

incentives from large firms towards relatively smaller firms has hardly made any 

difference to Bursa's small and medium-sized firms, most of which have not 

become direct exporters and most of which are located in places outside the 

investment incentive scheme.

' - as well as firms which are engaged in foreign exchange earning businesses, such as construction 
abroad or tourism.

Informants BO03. BTF26, BTF27, BTF28, BTF29, BTF30, BTF31, BTF32, BTF33, BTF34, 
BTF35. BBOl,  BB02.

Informant BB03
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5.6 Wages, unions and labour in Bursa s textile and clothing industry 

5.6.1. Statistical overview
Before analysing the labour relations in Bursa’s textile and clothing industry, let us 

examine briefly real wages and labour productivity in this sector during the 1980s 

and 1990s. Real wages ( e a r n i n g s i n  Bursa’s private and state and textile and 

clothing industries for establishments with 10 or more workers) which had hit the 

bottom in second half of the 1980s, took an upswing later on (Appendix II-Table 

5A.4) The increases in real wages in all these sectors during the late 1980s and 

beginning of the 1990s were to all intents and purposes extraordinary. Real wages in 

the private textile industry in fact, nearly doubled between 1987 and 1991. 

Employees in the state factory witnessed much larger increases in their real wages 

accounting for 149 per cent in the same period. Real wages in the newly emerging 

clothing sector seem to have had the lowest increases among them, registering only 

69 per cent. After all these increases, real wages in the private and state textile and 

clothing sector, however, faced declines later on, which took back some of these 

wage gains.

This table also shows real wages in Bursa’s other strong private industrial group of 

sectors in the form of SITC 38 code'^^’-, fabricated metal products, machinery and 

automotive industries (hereafter FMPMA); in this group of sectors the automotive 

industry claims the lion's share'’'). An average employee in private textile and 

clothing in Bursa was always less paid than his/her counterpart in the FMPMA 

industry in this period. This gap seems to have been bigger after 1991 when real 

wages in the textile and clothing started to decline. In 1993, for instance, the 

average employee in private textiles was paid around 50 per cent of an average 

employee in FMPMA. In this table, it is obvious that the clothing workers were paid

i.e. they include wages and overtime bonuses and premiums, social benefits but exclude 
employer's social security expenditures, severance payments and the contributions o f  employers to 
some funds.

According to the SITC classification, this industry is called m anufacture o f  fa b r ica te d  m etal 
products, machinery and equipment, transportation vehicles, scientific and  professional measuring  
and controlling equipment.
For instance, in 1992 the automotive industry represented 76 per cent o f  all em ployees in the 
FMPMA sector in terms o f  establishments with 10 or more workers. The share o f  the automotive
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less: their wages hardly reached half of the wages of the private textile workers in 

most of the period. Although employees in the state textile factory were paid less 

than those in the FMPMA sector they seemingly had much more wages than those 

in the private and textile and clothing except in 1987 when their wages hit the 

bottom. By 1993, real wages in state textile were 59 per cent more than in private 

textiles and three and half times more than in clothing respectively in 1993.

We have already seen that textile and clothing industry was always behind the 

FMPMA sector in terms of labour productivity between 1981 and 1993 in Bursa. 

Particularly after 1989 when the labour productivity of the FMPMA sector showed 

a

substantial increase, this gap between the two began w i d e n i n g ' I n  fact, the private 

textile sector also showed a substantial increase in this respect at more than 

doubling between 1981 and 1993. Thanks to this increase in labour productivity the 

share of wages in value added per employee in this sector overall declined during 

1981-1993. albeit with fluctuations. In particular, this sector apparently responded 

quickly to the wage increases after 1989 with substantial improvements in its labour 

productivity which grew 60 per cent between 1989 and 1992 - though there was a 

slight decrease later on. Despite a substantial increase in labour productivity, in the 

face of robust increase in real wages, the private textile industry saw a relative 

increase in the share of the wages in value added between 1988 and 1991, then a 

fluctuation.

The state wool factory did not show the same success as the private textiles, even 

though there was some improvement in labour productivity. The newly-born private 

clothing sector which had lowest real wages in the 1980s and the 1990s also became 

a sector with lowest labour productivity in the same period. Under these 

circumstances, the share of wages in the clothing industry did not claim that much, 

in value added, as happened in the state textiles; but this ratio remained higher than

industry was even more (82 per cent ) in that year. Moreover, it should be pointed out that all 
FMPMA industry is private industry in Bursa.
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the private textiles. For instance in 1993, the proportion of real wages in the value 

added per employee was 34 per cent, while this was 21 per cent in the private

textiles

5.6,2 Regressive labour relations
As we have already seen earlier, real wages in Bursa’s textile and clothing industry 

have grown in recent years, in parallel with the overall real wage increases in 

Turkey, thanks to intensifying trade union activities. In this section, the aim is to 

take account of labour relations in a broader perspective with particular emphasis 

on trade unions and the groups of firms which have been in and out of contact with 

unions.

Some hints have also been given earlier in this chapter, pointing out the rising 

struggle between Bursa trade unions and large firms (and also with some medium

sized firms). The change started in 1989 when many workers of state enterprises in 

Turkey unleashed wage demands, affecting the workers of private firms and paved 

the way for a new period of labour relations in the country. In the new period, the 

textile industry which already had a tradition of trade union activities before 1980' '̂  ̂

has become one of the industries in Bursa in which severe struggles have taken 

place between trade unions and firms. While the state textile industry, as noted 

earlier, has almost collapsed because of the wage increases, the private textile 

entrepreneurs quickly developed stratagems against unions to counter the increasing 

trend of wages and to retain low cost production, still the main competitive strategy 

of many firms.

When Turkey reverted to parliamentary rule again, the only remaining textile union 

TEK-SIF (of TURK-IS) in Bursa found itself at sea and constrained to adopt the

Based on Table 5.2, Table 5.3 & Appendix II-Table 5A.3 
' Before 1980 two main textile trade unions, affiliates o f  two confederations, TURK-IS and DISK, 
had been very active and succeeded in unionising all large and some medium-sized textile firms in 
Bursa. After the introduction o f the stabilisation programme in January 1980 particularly the 
TEKSTIL-IS, an affiliate o f left-wing DISK, immediately launched a very strong resistance against 
the belt-tightening programme and around 3,000 workers o f the union members used their right to 
strike for uninterrupted seven and a half months until the coup in September in Bursa. Besides, 
around 10,000 unionised textile workers organised shorter strikes. All these industrial actions made
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new conditions, explained in Chapter A veteran trade unionist in textiles recalls 

the 1980s:

“After the coup years, when we started collective bargaining with some firms in 
private sector, in the beginning we found a strong reaction to our demands from 
them. At that time, we were in the process of getting used to the new legal system 
which definitely did not support us, but them. They told us and workers continuously 
"now is the time to export. Export is Turkey’s war against the world and we should 
win in this war. I f  we win, we all get benefits. I f  we want to win, you should learn 
how to be patient. Otherwise, we can lose, and we would shut down the factory and 
you would be unemployed’. Besides, they tried to sow discord between workers and 
us (unionists) by saying to workers ‘most o f  those unionists are union lords M>ho use 
you fo r  their own interests ’....”

However, in the new climate, this union managed to organise workers in more than 

40 establishments for collective bargaining; and without using their right to strike 

they acquired satisfactory wage increases. This unexpected development, 

accompanied by the foundation of two other unions, TEKSTIL-IS (of the left-wing 

DISK) and OZIPLIK-IS (of the Islamist HAK-IS) negatively affected many firms 

which had got used to living without any threat from unions. These firms, which 

considered labour as a cost rather than a resource and needed low cost production 

particularly under the circumstances of vertical integration, quickly launched an 

aggressive campaign against these unions. First of all, some large firms which were 

members of the TEA (an association of large textile firms in Turkey, as explained in 

Chapter 4. which enter collective bargaining negotiations on behalf o f their 

members) cancelled out their membership and tried to organise collective 

bargaining agreements by themselves with the unions; some others set up paper 

firms to hinder unions in getting authorisation for collective bargaining. They also 

tried to invest in technology and tried to increase labour productivity (to decrease 

the number of employees in their establishments). Meanwhile, all firms which were 

the target of unions began extensively to apply what is called “fire and rehire” 

(girdi-cikti) process. As noted in Chapter 4- , in this peculiar process, although 

firms accept unions' demands during collective bargaining negotiations and signed 

agreements in order to avoid the danger of strikes, thereafter they offer lower wages 

to unionised workers than the level already agreed in negotiations. If workers do not 

accept new offers, firms dismiss them, paying their severance payments, and replace

the town’s textile industry almost halted in September 1980 (Informants BTUOl, BTU02, BTU05,
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them with those are willing to work at lower wages. It is also reported that recently

in these dismissals many firms have even practised not giving severance payments

to those workers. An attorney of TEKSTIL-IS explains this problem as follows:'^”.

“We have witnessed for a while that many textile firms have created a habit of not 
making severance payments to their discharged employees. These firms prefer not to 
pay these payments until a court challenge forces them to do so. You cannot see this 
thing in the car industry in Bursa, for instance; they simply do not stoop to this. 
However, many textile industrialists take this basic right of workers as their ‘cheap 
credit'. They seek some trivial and mostly absurd pretexts to fire workers without 
severance pay, by using the obscure articles of Turkish labour law: generally acts 
against good morals. For instance, this morning I have been examining two 
documents notified to relevant workers to be fired without severance pay. One of 
them says, ‘you (worker) responded to your foremen who asked why you were not 
doing what he had said, by using your hands and arms and insulting him by 
muttering under your b r e a t h . Another one says ‘you answered disrespectfully 
and impudently the chairman of the board who saw you using the door that you were 
not supposed to do’ 1 ^2 The most weird one I have come across so far, happened in 
the beginning of 1994. A unionised worker was talking on the phone with his fiancee 
and before he was hanging up, he was normally saying 7 love y o u '. Meanwhile a 
foreman, who was already seeking a pretext, heard this and told his boss. And they 
prepared a document which indicated that your contract was cancelled out without 
severance pay because of your immoral behaviour in the workplace.

...The legal procedure takes a year or m o r e  183. Sometimes they win, sometimes we 
win. If we win, this means that workers get their severance payment after a year or 
so. But there is high inflation in this country. The court gives some interest but a rate 
which is generally much below the actual inflation. At the end of the day, firms are 
a 1 wavs winning’'.

The nature of the present technological level in Bursa’s many large and medium

sized textile firms allows them to practice a strategy based on quick turnover of 

workers. In spinning, dyeing and fabric production, it seems that there is a limited 

number of key technical people' '̂* controlling the production while the main mass of 

workers are of unskilled or semi-skilled without any formal training, and also they

BTF02, BTF04, BTF21).
Informant BTU05.
The copy o f this document is included in Appendix 1 -C .
The copy o f this document is included in Appendix 1-C,

' An attorney o f TEK-SIF explains this (Informant BTU06):
'There are only two courts in charge o f labour disputes in Bursa. Cases that these courts sort
out are related predominately to the problems o f the textile industry. Particularly after 1992
labour disputes, many o f  them related to severance payments strikingly increased. Nowadays 
over 200cases per year come to these courts either for this dispute or industrial accident 
problems. These courts cannot stand this burden. Firms know this and unfortunately use it for 
their advantage.”
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leam their work with a couple of days on-site training. The basic mechanism is thus 

that firms seem to keep a limited number of key technical experts and foremen with 

good salaries and are, to a large extent, free to change other workers. High 

unemployment rate'^' signifies a large reserve army of labour which has enabled 

those firms to find workers who are willing to work at lower wages. Immigrants 

from Bulgaria, urgently in need of work, have played a particularly important role 

in this respect

The industrial relations in textile and clothing production in this period have been a 

process in which gender makes a difference. The struggle between the firms and the 

unions has been largely a male issue. Most of the female labourers have been docile 

and accepted work at lower wage rates, and have mainly not been involved in trade 

union activities. Because of this, they have been the most favoured labourers and, 

unlike their male counterparts, they have retained their positions in the workplaces. 

Clothing production, mainly done by women labourers since its inception, have thus 

been outside this struggle: and real wages in this production have been, as noted 

earlier much behind the textile industry On the other hand, although female 

workers have more engaged in textile part of the production, this sector has still 

been male dominated"^ ..

According to BCCI records, for firms in these productions, the share o f  these technical personnel 
out o f  total employees is around 12 percent in 1995.

According to the population census, the unemployment rate in Bursa in 1990 is given as 7.4 per 
cent {SIS Population Ccnsus-Bursa I99Ü). The similar ratio for all the country is 7.5 per cent in the 
same year. However, these figures do underestimate the full extent o f  unemployment, excluding a 
large number o f  underemployed persons (OECD 1991). For Turkey, the underemployment rate is 
also accounted for 7 per cent in 1990. If this number is also included in a broader definition o f  
unemployment rate, the rate reaches 14.5 per cent in Turkey for this year while it is 16.6 per cent in 
1994 (SPG 1995). For Bursa in terms o f this broad definition, the unemployment rate may be 
expected to be at least around this level. It should be indicated there that an example o f high 
underemployment is given in footnote 186 below.

Informants BO05,^BTU0l, BTU02, BTU03, BE2, BE3, BE 10..
When considering population censuses, we can say that 36 per cent o f paid employees in textile 

and clothing industry in Bursa (the town) were female in 1980; this ratio then reached 40 per cent in 
1990. This gender structure o f Bursa's textile industry seems to be a general characteristic in the 
town's labour market. It is possible to say based on the population census in 1990 that men have 
been still the primary bread winner in Bursa like many other places in the country. Since the 
majority o f  women population have been economically inactive and retained their traditional roles as 
housewives, there has been a limited number o f active female labourers. In fact, 79 per cent o f  
women population (12 years o f age and over, living in the town o f  Bursa) were economically 
inactive in 1990: 83 per cent o f  this figure aged between 15 and 64 defined themselves as house 
wives. On the other hand, the same ratio for men were only 26 per cent, mostly involving students
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Even though all these efforts of the firms have forced the unions in textiles to step 

back, unions have managed to organise workers in some firms for collective 

bargaining'*^. Nevertheless, they have seemed to lose their bargaining power during 

this short period and instead of wage demands the security of work become the 

main issue. In line to their confederation decisions, they have attempted to enter into 

co-operation with each other. However this has yet to bring fruitful results because 

of the high level of competition among them. They have not seemed to be 

successful to develop alternative strategies for the new conditions. They have 

largely become agnostic on gender issue and maintained their male-based structure 

and activities, while female workers have been important in clothing and to a lesser 

extent textile production. Under harsh struggle conditions, and frustration some 

have even found scapegoats (immigrants from Bulgaria)'*^, or have campaigned 

against firms on a kind of “Luddite principles’’’'̂ .̂

and retired people. According to the definition in the population census in Turkey, economically 
inactive population includes "people who did not work to obtain an income in kind and in cash 
during the week prior to the census, and who did not have a job and who were not seeking a Job”.

As far as textile and clothing industry is concerned, these limited female labourers in the local labour 
market have been likely to prefer clothing industry where sewing and related activities and single- 
shift Job fit better to them. In medium-sized and large firms engaged in textile production which 
have been targeted by unions, however have tried to attract more female labourers. In order to 
decrease this inconvenience and thus attract more women, firms have promoted a family form o f  
working (i.e. husband and wife work together in the same establishment It is reported that this type 
o f working has been quickly developing in recent years. The chairman o f  a trade union in Bursa says 
in this respect:

“This is an attractive thing for both husbands and wives. While working in the same factory, 
they can arrange working shifts in accordance with their priorities... Even husbands, 
generally who do not fancy their wives to work, may be more tolerant in this type. .
...Basically in this type o f family working, most o f  the husbands interestingly may adopt 

their wives' attitudes become much more docile: they may not want to be member o f  unions 
and avoid anything to Jeopardise their Jobs” (Informant BTU02).

While in 1990 more than 40 establishments organised by a trade union, in June 1995 there are 20 
to 22 establishments in which three unions got authorisation (Informants BTUOI, BTU02, BTU03).

The chairman o f TEK-SIF says: “If our fellow immigrants have not come to Turkey, conditions 
could have been different. ...In other words, these firms could not have been so relaxed.. 
Unfortunately, these immigrants have not wanted to be unionised, nor wanted any collaboration with
us.
I 9 0 The chairman o f HAK-IS says (Informant BTU03):

“Firms have been engaged in wrongdoing in a way that they have heavily invested in 
technology which decrease the number o f necessary workers in their establishments. Thus 
they get rid o f many workers Do not take me wrong. I am not against technology. But these 
people are our people, and they are the one dying in the war. But nobody is thinking how
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This struggle between firms and trade unions in Bursa has also revealed the class

dimension in the Islamist section of the textile sector. During this period, the two

Islamist organisations, MUSIAD and OZIPLIK-IS, have not created a muslim form

of solidarity but rather have aggressively attempted to protect their different class

interests. Even this class struggle within “the green flag” have reached an extreme

position in which the former tried violently to prevent the activities of the latter in

their member firms’'̂ '. According to the chairman of the Islamist trade union.

"bosses will be bosses, workers will be workers at the end of the day, and being a

good muslim or not does not make any big difference here”.

“They (Islamist bosses) try to cheat us, abusing our and workers' religious feelings; 
they are saying 'we are both the soldiers of the sacred cause, we both work for the 
sake of Allah'. Then, while they live like sultans, we are the ones who are not able to 
feed our families decently, always in danger of being fired; what kind of sacred 
cause is it? Is Holy Koran saying this?" 192

It is possible to say that trade union activities in Bursa’ s textiles have mainly 

focused on firms in organised industrial zones (OIZ). Other areas of textile 

production, where mainly small and to a lesser degree medium-sized textile firms 

are located, have been mostly outside the target of the unions. The chairman of 

Tekstil-ls indicates “there are two different worlds, we have immense problems in 

organising our activities even in the one which is orderly (OIZ); how come we can 

do anything in the other which is absolutely chaotic”. As a matter of fact, as 

mentioned before, these areas are generally outside regulation: in particular

these people can bring a loaf o f bread to their family. Your priority should be these people 
not technology."

The disagreement between two organisations was suddenly escalated in December 1994, when 
the chairman o f MUSIAD dismissed 31 unionised workers from his textile firm. Then, the trade 
union immediately interfered the situation and attempted to visit the factory with the judge o f  the 
court o f  first instance. But this group was allegedly attacked by some guards o f  the muslim 
entrepreneur in the factory. Later, three armed people, later identified as workers in this factory 
raided the trade union's office and injured some unionists. On the other hand, just after the incident 
the employer defended itself in a public (written) declaration asserting that these incidents are not 
related to the employer at all, rather spontaneous things between unions and workers who do not 
want to be unionised. In this declaration, though indicating that it was not against unionisation in 
general, the employer accused the trade union to split the workers and damaged to the peace in the 
factory. It was also indicated that 60 workers o f  the factory who did not want to be unionised just 
cancelled out their membership {Bursa Hakimiyet, 13 and 16 December 1994).

Informant BTU03
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employing uninsured w o r k e r s a n d  unpaid family workers'^'* are the common 

practice. Furthermore, textile production in these places is heavily male-dominated, 

in contrast to clothing production in which the workforce is mainly comprised of 

female workers. Actually the role of women in the production of textiles in these 

areas is mostly in the form of unpaid family workers who help work at different 

levels. The féminisation of labour here is not at all an issue since the working 

conditions are quite tough for Turkish women to take part in. In fact, a worker here 

is supposed to do several tasks in addition to his basic job, such as carrying fabric 

rolls, and fixing small problems, to do overtime at peak times and to be able to be 

available at unsocial hours.

Presently, uninsured male workers in these firms are likely, on average, to get better 

basic wages in Bursa’s textiles than those -unionised and non-unionised - workers 

in organised industrial zones. The advantages of the latter group however are 

insurance, several social payments (generally fuel pay, meals, transportation, 

holiday pay. family, children and education allowances and birth, death, marriage 

allowances), better working environment as well as controversial severance 

payments. Because of these advantages, working in these firms is still preferable to 

uninsured jobs in small firms in these places.

The uninsured workforce of these firms seems to be comprised of rather temporary 

workers, workers who need better cash-in-hand money for some r e a s o n s T h e y  

could be workers who aim to set up their own small workshops or could be workers 

who wait to go to the compulsory military obligation. Alternatively they could be 

workers discharged from large firms who do not immediately want to apply to 

another firm of this kind or could be ex-small producers who already sold their

It is possible to guess how many uninsured workers have been working in Bursa’s textile industry 
comparing the data given by the population census in Bursa in 1990 and manufacturing statistics. In 
the population census, there were 37,000 and 57,000 paid employee in textile and clothing industry 
in 1985 and 1990 based on the last week’s occupation. According to manufacturing statistics in 1985 
and 1992 when the general industrial censuses were carried which also covered establishments with 
less than 10 workers, there were about 27,000 and 34,000 (insured) workers respectively.

There were 1,500 unpaid family workers in Bursa’s textiles in 1990 {SIS Population Census: 
Bursa. 1990).

Informants BEI2, BE13, BE14.
Informant BTF29, BTF30, BTF31, BTF32, BTF33, BTF34, BE12, BE13, BE14.
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blacklooms to scrap dealers and take their time to make up their minds or could be 

some family members of other small producers whose production are not enough to 

allow all family members to work in their own establishments. Or they could be just 

teenagers who just left school.



CHAPTER SIX Land of miracles : development and 
transformation in textile and clothing industry in Denizli

6.1 Introduction
“Just 30 years ago a generation (in Denizli) who could not even count up to millions, 
now become dollar millionaires. ...Presently they are driving Mercedes and proud of 
the tax they pay” {Yeni Yuzyil, 27 July 1995).

“...(Denizli) is not only experiencing a growth but performing a miracle” (Power, 
February 1995).

“Who could say pre-1980 that one day world-famous textile lords would emerge 
from Denizli and establish empires?” (Capital 1996).

Denizli, a medium sized town of over 204,000 people (within its municipality) 

according to the population census of 1990', located in the Aegean region, 

experienced an unprecedented development in recent years. While just two decades 

or so ago Denizli (and its province) was officially considered to be one of the less 

developed places in Turkey by the State Planning Organisation now it is hailed as 

"a magic town”, the first and foremost “Anatolian Tiger” and is even designated as 

a model by the same official organisation. The main locomotive of this development 

has been textile and clothing production initiated by local entrepreneurs who have 

eagerly engaged in exports since 1980. In this period, the local textile industry 

mostly organised in small and medium-sized firms in fact took on a global 

dimension through subcontracting activities of towels and bathrobes; and it has 

become unexpectedly an important textile and clothing export generator particularly 

in the 1990s.

Although Denizli was one of the centres of artisanal textile production in the 

country, it’s textile industry did not make its appearance before 1980, unlike that of 

Bursa. However, it had witnessed a modest growth which set up a base for the later 

local transformation. In this chapter I start with this moderate development before 

1980, shedding light on the structure of the industry specialised basically in the

" With the people living in sub-districts and villages just outside the Municipality o f  Denizli, the 
town’s population reaches around 271,000 in 1990 (Appendix II-Table 7.A.1).
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production of cotton fabrics and home furnishing goods. I then provide an in-depth 

account of the remarkable development of the industry which has shifted its main 

activity to towels and bathrobes. Here, particular attention is devoted to the 

formation of a netw ork o f  co-operative com petitors  for exports behind the 

development and its changing nature over the years. Focusing on the dynamic and 

interactive relationship between the network and development in Denizli, the aim 

here is to analyse the transformation in the network from more-or-less 

symmetrically distributed power to a rather hierarchical order.

Denizli gained its public fame in 1995 in Turkey when the media paid a close 

attention to this development. Becoming the main success story of the new period 

which Turkey has experienced in the last two decades, it has emerged with an 

image: an image in which Denizli is characterised as a town developing without any 

support from the state, with its very hard working, trustful people who always have 

a love affair with their locality and their province. Later I examine this image with 

reference to local coalitions and state incentives and in the final section, labour 

relations which have been totally ignored in the media narration of its success story.

Before starting, I should indicate that the textile and clothing industry in the 

province o f  D enizli is not only in the town o f  D enizli at the province centre. Some 

other places in the province, particularly Babadag and  Buldan, district centres, have 

also been important in textile production (Map 7.1). Since the 1950s however the 

development of textile and clothing industry in the province has solely been in and 

around the town of Denizli while other places have still accommodated artisanal 

production without any substantial development'. While Denizli’s textile and 

clothing industry has been extensively engaged in exports since 1980, textile 

production in other parts of the province has remained overwhelmingly for the 

national market. Under these circumstances the success story which will be told 

below is the story of the town of Denizli while the text will also emphasise the

■ Because o f this difference, it is also possible to say that the provincial data o f  the State Institute o f  
Statistics on establishments with 10 or more people mostly show the establishments in the town o f  
Denizli, while the data o f very small establishments with less than 10 employees include producers 
in these places in the province as well as in the province centre.



Chapter Six 249

importance of Babadag’s artisans who have migrated to the province centre since 

the 1940s. This is because, as we will see, these migrants have contributed 

significantly to the remarkable growth of textiles in (the town of) Denizli during the 

last two decades.

6.2 Textile industry of Denizli up to 1980: a late development

Unlike Bursa, Denizli had not been a province in the Ottoman Empire; instead it 

had been part of other provinces, first Izmir, then Aydin before the Republic of 

Turkey was founded. Nevertheless, the town and particularly the surrounding 

mountainous sub-districts and villages (not appropriate for farming) had been 

important places for artisanal weaving of cotton textiles^ for which supplies had 

come from agricultural cotton production in the Aegean Region (Cillov 1949, 

Mutluer 1995). Again unlike Bursa, Denizli had not gone beyond this craft 

production. The general censuses of industry in 1913 and 1915 which aimed to take 

an inventory of the industry in the Empire in fact did not mention any industrial 

enterprise in Denizli (as part of the province of Aydin) but underlined the fact of the 

extensive home production of textiles there\

While Denizli became a province with the emergence of the Turkish Republic in 

1923, it did not show any substantial development to transform its artisanal textile 

production in the first three decades of the new period either. According to 

manufacturing statistics in 1927 there were 423 textile ^establishments with 1,093 

workers, many of which were just very small family production units. In the 1930s 

and 1940s when the Law for Encouragement o f  Industry, a state incentive scheme 

which supported establishments using at least 10 horse power and employing four 

or five people per year (equivalent of 1,500 working days) was in effect, no Denizli 

establishments in textiles seems to have been large enough to take advantage o f it .̂

' The main product was a special fabric, alaca, beloved by Turks, used as vests, undergarments and 
bathing stuffs Besides, there were various other fabrics for shirts, handkerchiefs, bed linens and 
traditional Turkish girdles (Quartaert 1993: 57-58).
■̂1 913-1915 Ottoman Industrial Censuses.

But two cotton gin establishments which were set up in order to process raw cotton produced in the 
region managed to take advantage o f  this scheme. Besides, 12 other establishments mainly in food
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Until the 1950s'(the town of) Denizli was not even the most important place for 

textile production in the province. The main places for this production were a 

district centre, Buldan^ and the then sub-district centre, Babadag*‘\  In these two 

places where almost all households were textile producers there were many more 

looms'”, and corresponding numbers of people engaged than in Denizli". They also 

organised the most important weekly open markets of textiles in the province where 

merchants from other towns traded and gave subcontracting orders. With the second 

world war, this spatial structure of textile production in the province of Denizli 

started to change.

As mentioned in Chapter 3, four cotton yarn factories, albeit none of them in 

D e n i z l i we r e  set up by the state in the country in the 1930s, but their production 

was not enough to meet the needs of domestic producers. Therefore, cotton yarn 

imports (still the largest yarn item in Turkish imports'^) remained essential for 

cotton fabric production. With the second world war, there was a sudden fall in 

these imports'^ (among others) and in order to prevent the emergence of the black 

market, the government decided to control the distribution of all cotton yarns in the 

country " (Toprak 1990; 50-51). As a consequence, textile producers in the 

province and especially those of Buldan and Babadag were negatively affected'”.

industry also benefited from it (SIS 1937-1945, M anufacturing Statistics o f Firms B enefited From  
Law for Encouragement o f  industry).
' Buldan is 47 km away from Denizli.
 ̂ Babadag was designated as a district centre in 1987. It is 38 km away from Denizli.
’ Informants DPFOI, DPF03 , DO04. Also Capita! October 1996 and Yeni Yuzyil 25-27 July 1995 
(they both include interviews with entrepreneurs originally from Babadag and Buldan).

In 1946 there were over 2,300 and nearly 2,000 weaving looms in Buldan and Babadag 
respectively while only over 800 looms in Denizli. It should be pointed out that they were hand- 
looms (Cillov 1946:95).
" According to the 1935 population census, in the town o f Denizli there were only 585 people 
engaged in textiles, in the rest o f  the province there were 1,451 people engaged in the same activity 
{SIS 1935 Census o f  Population, Bursa).

But only one o f  them was in the Aegean region, specifically in Nazilli, a district in the province o f  
Aydin.
' ' For instance, in 1938 the imported cotton yams were 5, 205 tons while the imported wool yarns, 
the second largest category, were 3,802 tons {SiS 1941 & 1949 Statistical Yearbooks)

For instance, cotton yarn imports dropped by almost five times to 1,258 tones between 1938 and 
1940 {SIS 1941 & 1949 Statistical Yearbooks)

Apart from cotton, wool yarn trade was also under the control o f  Sumerbank in this period. 
Informants DPF03, DPF04 & DPF28.
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The lack of enough cotton yams brought about the first migration tendencies for the 

producers particularly from Buldan and to a lesser extent in Babadag. Buldan 

producers who largely worked for Istanbul and created a close relationship with 

merchants th e re s ta r te d  to migrate to this largest town in the country where they 

would gradually build a substantial place for themselves in textile trade and 

production later o n '\ For Babadag producers who basically worked for Anatolian 

merchants this migration was less dominant. Only a small number of producers 

preferred to migrate, mostly to Denizli or other Anatolian towns, while the majority 

stayed and tried to survive at a bare subsistence level or working temporarily in 

nearby agricultural lands.

After the second world war in the 1950s, the government decided to establish five 

cotton yarn factories. One of these planned factories was to be built in Denizli. This 

factory, part of Sumerbank. was established in 1953 and became an immense help 

to small producers which had had difficulty in finding yam in the 1940s 

(Sumerbank-Denizli 1995. Toprak 1989: 90). Besides, starting the first modem 

factory-based industrial production in the province and employing nearly 500 

people, the establishment of this factory became a strong force for Denizli to be the 

primary place of textile production compared to other districts. Furthermore, just 

before this factory. Denizli (but not other districts) also got electrified and this gave

One o f  the most accomplished textile industrialists o f  Denizli gives an important aspect o f  these 
markets.

“Although Buldan and Babadag markets were very important at that time, there was not any 
hotel in these towns. When merchants came to these places they thus were staying in 
producers' houses. That is why many producers in these two towns created close 
relationships with the merchants. Generally Istanbul merchants were going to Buldan where 
they were producing a special type o f fabrics used for clothing which were demanded in the 
Istanbul market. These relationships seem to have affected those people’s decision on their 
migration " (Informant DPFOI)

It is reported that 60 to 70 per cent o f merchants in Merter, a district in Istanbul where the most 
important textile merchants o f Turkey are located now, are originally from Buldan {Capital 
November 1996). Besides, this migration from Buldan to Istanbul produced several textile tycoons 
in the country (For an interview with one o f  them from Buldan, see Tekstil Isveren  1993: No: 178).
'“'A veteran producer who still lives in Babadag recalls:

“ All people in Babadag were producing bed linens and handkerchief fabrics and our 
connection was with merchants from Black Sea and central Anatolian regions not with those 
from Istanbul. In the 1940s, there was only one town a textile artisan could go. This was 
Istanbul and we did not know it that much, unlike those Buldan-men. My father and many 
others thus preferred to stay. As far as 1 remember If we found yams we worked in our hand 
looms, meanwhile some family members were going to pick cottons or work in other 
agricultural lands in the province” (Informant DPF28).
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a chance to this town to use electrical looms^°. Electrical looms brought from Bursa, 

replicas of Sumerbank looms, began to provide a large productivity growth to 

producers. Denizli was thus emerging as the main production and trade centre in the 

province and attracting some producers from Babadag who wanted to develop their 

production to migrate.

Under these circumstances, some steps towards setting up small but modern textile 

establishments in private sector were relatively high up on the agenda of Denizli. In 

1964 general industry census there were 13 private establishments (employing more 

than 10 employees) with 626 paid employees in textiles, many of what had been 

established during the second half of the 1950s and the 1960s"'. While the usage of 

electrical looms, bought mostly from Bursa and to a lesser extent from Adana, 

gradually increased hand weaving looms were still being used by small producers in 

Denizli and particularly in other parts of the province who had no choice because of 

lack of electricity"^ Meanwhile with the shift of the main textile market in the 

province to Denizli. being a merchant was becoming an attractive activity in textiles 

in this town: these merchants (indigenous people of Denizli and Babadag migrants 

who became merchants) were engaged in giving subcontracting orders to small 

producers in the province. The main products were raw fabrics for bed linen and 

handkerchiefs.

The state cotton yarn factory's production was extended to weaving in 1964 and it 

began to operate as the main supplier of another Sumerbank factory in Izmir, which 

specialised in dyeing and printing"’ (Sumerbank 1995 Toprak 1990:90)"\ Although 

it seems to have been a remarkable step towards industrialisation based on textiles 

in Denizli, in its isolation this large state establishment appears not to have become

informants DO02. DPF03, DTF04 & DTF28 
■' SIS  J964, Census o f M anufacturing Industries and  Business Establishments. Apart from textiles, 
there were only 8 firms in the same category with over 400 paid employees, majority o f  them in 
food production. There were in fact five establishments in food industry, two in basic metal industry 
and the last one in leather tanning industry
■■ Since those districts were Just connected to the electricity network in the m id-1960s or so, the 
usage o f  electrical looms there were mostly started in late 1960s.

Before 1964, there were around 500 employees working in this state factory; with the starting o f  
weaving production in the factory, the number o f  employees reached 1,400 workers and seem to 
have remained at this level during the 1960s and 1970s.



Chapter Six 253

a trigger for development of the small producers. Due to the still extensive use of 

hand weaving looms (despite the increasing use of electrical looms) it seems not to 

have been possible for private industry in Denizli to compete with this Sumerbank 

company nor other state and private textile factories which were established 

particularly in the 1950s and 1960s elsewhere in the country-^ Meanwhile, they 

could not WMother towns to take advantage of the opportunity given by

the state which particularly supported private investments in cotton textiles in this 

period. Under these circumstances, the private textile industry in Denizli did not 

show much development, while the first signs of development in the other sectors 

appeared only in the 1970s'^’.

In the 1970s, however, the first substantial efforts at industrialisation in the private 

sector emerged. Two related factors appear to have been of importance. First, just 

before the Turkish economy headed for a crisis, Denizli was designated as a 

province having priority for industrialisation^ by the State Planning Organisation in 

the beginning of the third planning period in 1973 under an instrument of the state 

to support industrial development in backward regions: this was in effect until 1981. 

As a result, public investments in Denizli, particularly in its manufacturing industry 

were sharply increased (Kutbay 1982): Public investment in fact doubled in real 

terms in this five year planning period (1973-1978) compared to the previous one 

(1968-1972). More importantly, the share of manufacturing industry in these public 

investments jumped from nil to nearly 40 per cent. This support of the state paved 

the way for the development of Denizli which could set up a base for the local 

transformation in the later period. The second point was related to the emergence of

Also informant DO02, DPF03, DPF04 & DPF28 
Particularly in an around Istanbul and in Adana.
Just at the outset o f  the 1970s there were 34 private establishments with more than 1,800 

employees in Denizli. Since the SIS did not produce any data for Denizli on a sectoral basis, it is not 
possible to determine how many o f these 34 establishments were exactly in textile industry. To fill 
the gap, the chamber’s records show that between 1963 and 1970 there were only two firms began to 
produce between 1964 and 1970. Since we have already known in 1963 that there were 13 textile 
establishments (many o f  them set up in the 1950s), we can estimate that in the beginning o f  1970s 
there were 15 textile establishments out o f 34. In the second half o f the 1960s there was a cotton gin 
factory was also set up. For the rest there was not yet a substantial concentration, varying from food 
to leather, from tanning to briquette and from other soil products to metal mill and processing (DCC 
1995, DCC data records, SIS 1971 Annua! M anufacturing Statistics).
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multi-partner workers’ (or people’s"’) enterprises, generally founded by Turkish 

workers abroad, particularly in Germany, in the 1970s, each having thousand of 

partners (Desiyab 1983). Although the idea to set up these firms had first appeared 

in the 1960s as a model for the development for backward regions, the government 

had not paid much attention until the 1970s when the world economy headed for a 

crisis. The reason for the emergence of these enterprises that the Turkish 

government took immediate measures to cope with the problems which Turkish 

emigrant workers would face abroad due to plant closures and job loss caused by 

the oil shock. The driving force behind these enterprises was to help the workers to 

sort out their financial problems on their return, if they were repatriated. 

Furthermore, this precaution taken by the government also itself helped to postpone 

the effects of the world crisis on the Turkish economy thanks to remittances from 

the emigrant workers. Denizli, from which more than 35,000 workers had gone to 

West Europe (mainly to Germany) in the 1960s, became one of the most attractive 

venues for the establishment of these enterprises. There were 19 firms in Denizli set 

up in this way (Mutluer 1995:74-77). There was no specific sector selection for 

these investments. In fact, they covered many sectors from food to chemical 

industry or from glass to electronics industries; only two of them were in textiles. 

Nevertheless, these firms seem not to have been successful: in a short period of time 

many of them closed down while others faced subsequent local acquisition later on 

(Akat 1993. Mutluer 1995:76). Despite such failure, this experience was a success 

in a sense that they brought new capital stock and new technology to the local 

economy as well as encouraging local entrepreneurship and the transfer of know

how from abroad to the backward town.

In the 1970s, the total number of establishments in Denizli increased sharply from 

34 private establishments (of more than 10 employees) with over 1,800 employees 

in 1971 to 95 establishments with over 5,600 employees in 1979. Nevertheless, only 

21 of these were in textiles with around 2,500 employees. Among them three 

establishments set up in this period were of particular importance (DCC 1977, 1983,

If more than half o f  the partners were Turkish workers in Europe, these firms were called 
"workers firms', if less, they were called “people’s firms”.
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1988, 1994, 1995'*) One of them was founded by emigrant workers abroad to 

produce cotton yams and started to operate in 1975, employing around 500 workers. 

Another was founded in 1977 by a family, who had migrated from Babadag to 

Denizli in the late 1940s, to produce fabric with over 30 electrical shuttle looms 

employing around 200 workers. The other one was founded in 1974 as the first 

modern dyeing and printing firm in Denizli'^ by 174 partners (producers or 

merchants working in Denizli), also employing over 200 workers. The rest were 

medium-sized establishments which produced fabrics. Apart from these visible parts 

of the iceberg, there were around 1,700 small establishments with less than 10 

employees in the province in 1980

The main development however happened in other sectors stemming not only from 

the emigrant workers' investments but also from local people's resources during the 

1970s. In 1979 there were 74 establishments operating in sectors other than textiles. 

Among these, basic metal and fabricated metal industries became the most 

important, built upon the other artisanal tradition, metal milling and processing in 

Denizli. With the investments in the 1970s, the number of establishments in these 

sectors reached 39 with nearly 1,850 workers^'. These investments were 

concentrated in different sorts of metals (copper, aluminium, iron, enamel), rods, 

wires and plates, as well as kitchenware equipment. The rest were mostly composed 

of food and chemicals ^ and to a lesser degree, manufacture o f wood, paper and 

clay products.

Also informants DPF03, DPF04
As a matter o f fact, the first factory-based dyeing firm was founded in the 1960s. But this firm was 

a small one, just equipped with dyeing but not printing processes. Until the foundation o f this multi
partner, modern and relatively large dyeing and printing firm in 1973, necessary dyeing had still 
been carried out in very small pre-modern artisanal workshops. Because o f  this problem, the 
majority o f the production in Denizli, had been directed to the national market as raw fabrics until its 
factory was set up (Informant DPF03)

SIS, Genera! Census o f  industry, 1980.
in 1979 there were 26 establishments with 514 workers in basic metal industry and 13 

establishments with 1,230 workers in fabricated metal industry {SiS, A nnual M anufacturing  
Statistics, 1979).
'"in 1979 there were 13 establishments with around 400 employees in food and beverages industry 
and I I establishments with establishments 370 employees in chemicals {SIS A nnual M anufacturing  
Statistics. 1979)
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Even though the primary focus of industrial growth in the 1970s in the province was 

in non-textile, particularly various metal industries, private textile industry in 

Denizli gained strength in this period. The use of electrical shuttle looms 

(blacklooms) replaced all old hand shuttle looms. The relatively large dyeing and 

printing company enabled Denizli’s textile industry to direct its products in a more 

highly processed form to the other parts of the country. As the 1980s approached, 

Denizli's textile industry thus witnessed an increase in labour productivity’' and in 

the quality, quantity and variety of fabrics (for home furnishing and clothing) and 

thus at least stepped out of its artisanal structure. Yet home production (weaving) 

was still dominant in Babadag and Buldan. The main development in those places 

was a limited growth in the usage of electrical looms after the electrification^'*.

In its development up to the 1980s, Denizli’s textile industry went through a 

different process of inter-firm relations from Bursa. Unlike Bursa, Denizli did not 

experience a strong hierarchical structure in its textile industry and instead 

experienced co-operative competition among firms. Indeed, there was no de facto 

cartel to control all the supply of cotton yarns and maintain their high prices. The 

state cotton yarn factory provided cotton yarns at reasonable prices to producers 

who had suffered lack of supplies during the 1940s. Later Denizli producers did not 

depend only on this factory, but also benefited from a new series of private cotton 

yarn factories established in the country with state support (in accordance with a 

state policy which aimed to exploit the potentialities of agricultural cotton 

production). In contrast to the few synthetic yarn factories (mainly in Bursa) a large 

number of cotton yarn were set up factories in various parts of the country in this 

period, so that cotton yarn-based fabric producers enjoyed relatively more 

competitive prices. Moreover a private cotton yam factory established by emigrant 

workers abroad brought more opportunities for Denizli producers.

" Value added per textile establishment between 1964 and 1979 increased by over 10 times, and 
labour productivity in this period quadrupled in real terms(5'/5' 1964, Census o f  M anufacturing  
Industries and  Business Establishments, SIS, Annua! M anufacturing Statistics, 1979).

Informant DPF28.
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Meanwhile, since the 1930s, many small fabric producers had also created and 

maintained co-operatives principally to protect themselves against merchants 

engaged in selling yams and subcontracting. In the late 1930s, five textile co

operatives were set up in Denizli and in the province. During the second world war 

when the government decided to control the distribution of all cotton yarns, these 

co-operatives, instead of middlemen, gained paramount importance for the 

distribution of yarns to producers. The number of textile co-operatives in the 

province thus increased to 16 in 1946 (Cillov 1949:95). What is important here is 

that most of these co-operatives were maintained by small producers and they 

continued to function as weakening the role of merchants (and later on that of larger 

firms)^\ Buying yarns for their small member producers, these co-operatives 

enabled small producers to sell their fabrics directly in the same market as the 

merchants. Moreover, thanks to them, subcontracting relationships in Denizli never 

became as coercive as in Bursa, rather they were of a quite egalitarian form. With 

these co-operatives, small producers in Bursa were learning collective responsibility 

and constructing and continuously reproducing their mutual support over the years. 

Besides, Denizli's textile industry, as indicated above, witnessed other forms of 

collective action in the 1970s which consolidated the co-operative spirit in the local 

economy when workers and producers set up collective firms^^.

Another Denizli's unshared experience with Bursa and was the provincial 

homogeneity which helped the development of this collaborative spirit. Denizli did 

not experience important migrations from other parts o f Turkey or immigration 

from abroad (i.e. ex-Ottoman-territory). Due to the limited opportunities it offered 

to its inhabitants, the province was always a source of migration rather than its 

target until the 1980s’’. Although the population of the province doubled between 

1935 and 1980, reaching 603,000, this rate of growth was less than the national

" Informants BPF03. BPF04 & BPF28 
Apart from the dyeing and printing firm set up by 174 textile producers and merchants, there were 

some other small attempts by much smaller groups o f  textile producers and merchants which 
established several textile firms. (Informants DPF06 & DPFI3).

The rate o f migration from the province o f Denizli was 8.50 per cent in 1950, 12.34 per cent in 
I960, 17.55 per cent in 1970 and 15.99 per cent in 1980. On the other hand, the rate o f  migration to 
the province o f  Denizli was 2.55, 5.01 and 7.51 per cent in 1950, 1965 and 1980 respectively 
(Mutluer 1995: 65-66).
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average (Appendix II-Table 6.A1). According to the population data by place of 

birth, Denizli province in the 1970s was comprised of, on average, 93 per cent of 

people bom in the province^\ Nevertheless, particularly starting from the 1950s 

Denizli, as the most attractive place in the poor province, faced migration from 

many districts (including Babadag) sub-districts and villages^'^. In its rather 

homogenous population, the textile and clothing industry in Denizli was comprised 

of indigenous Denizli producers and merchants as well as those from Babadag. In 

the network of these people, producers and merchants originally from Babadag in 

Denizli built up particularly strong social and business linkages among themselves 

and gradually became very influential in the rather modern textile production of the 

town.

6.3 Textile and Clothing production of Denizli since 1980

6,3.1 General structure
Although the first attempts at exports were in the late 1970s by the dyeing and other 

two workers' yarn firms in Denizli, they remained very limited and irregular until 

the export promotion period of the 1980s (DCC 1974: 70-76). As can be seen in 

Table 6.1 which shows the development of Denizli’s exports registered at the 

Denizli Chamber of Commerce'^” in the early 1980s, textile and clothing exports 

were very limited (less than a million US dollars) and only constituted 0.3 per cent 

of total Turkish textile and clothing exports. In the first half of the 1980s they 

started to stir, but the main development happened in the second part of the 1980s 

and particularly in the 1990s. The textile and clothing exports of Denizli jumped 

from 16 million dollars in 1985 to over 58 and 216 million US dollars in 1988 and 

1994 respectively. The share of Denizli’s textile and clothing exports in the Turkish 

total rose from 0.7 per cent in 1985 to 1.6 per cent in 1990 and to 3.5 per cent in 

1994, over half of Bursa's. Apart from these direct exports, there have been some

The rest were mainly comprised o f  people born in neighbouring provinces, such as Afyon, Aydin, 
Burdur, Mugla, Usak whom the citizens o f  Denizli consider very close.
’ ' The population o f the town thus increased much quicker than that o f  the province, jumping from 
around 17,000 in 1935 to 135,000 in 1980 (Appendix II-Table 7.A1).

In Denizli the Chambers o f Commerce and Industry are organised into two different yet 
interconnected organisations. Due to lack o f industrialisation until the 1970s the Chamber o f  
Commerce had been the only organisation. In contrast, the Denizli Chamber o f  Industry was
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indirect exports through subcontracting jobs mainly to firms in Istanbul and, to a 

lesser extent, Izmir. However, unlike those of Bursa’s textile and clothing industry 

these indirect exports have been much less important than direct exports.

Table 6.1. Exports registered at the Denizli Chamber of Commerce, 1980-1994, 
(current thousand US dollars, per cent)

Years Total exports Textile and clothing 
exports 

(thousand US dollars)

Textile and 
clothing/total exports

Textile and clothing 
exports o f  Denizli/ 

those o f  Turkey

1980 2,574.6 994.3 38.6% 02%

1983 19,864.7 10,331.0 52.0% 0.7%

1985 20,095.6 16,044.4 79.8% 0.7%

1988 81,208.2 58,565.5 72.1% 1.5%

1990 120,112.5 80,383.1 60.5% 1.6%

1992 154,994.0 93,765.0 60.5% 1.8%

1993 174,816.4 128,676.3 73.6% 24%

1994 262,284.4 216,566.7 82.6% 3.5%

Source; Compiled from DCC 1984, 1989, 1994, 1995 and DCC records.

The composition of textile and clothing has also changed immensely during this 

process. Initially, cotton yarn, fabric and home furnishing products, (specifically 

bed linens) were the main textile exports. Towel and bathrobe production 

(particularly the latter) was almost nil in the beginning of the 1980s, but showed an 

extraordinary export growth with a corresponding shift in production later on. They 

reached 18 per cent of textile exports in 1985 then sharply increased to around 80 

per cent on average in the 1990-1994 (DCC 1984, 1989, 1994, 1995, DCl 1994, 

DCl data records ) '". The remaining 20 per cent of textile and clothing exports in 

the early 1980s were mostly comprised of bed linens. and pyjamas and

other clothing products (it should be indicated that some of them were made of 

towel fabric) In the non-textile exports of Denizli, basic metal products (rod.

established as a separate legal organisation for the local industry when Denizli was designated as a 
province having priority for development in 1973 (Informant DOOl).

In 1990, 1992 and 1993 their share was 82, 87 and 80 per cent respectively (DCC 1994, DCl data 
records).

For instance, in 1992 9 per cent o f  textile and clothing exports in Denizli were bed linens; they 
decreased to 4 per cent in 1993. Meanwhile clothing exports (night-dresses, pyjamas, shirts and 
blouses and special dresses made with towel fabric) which were 5 per cent in 1992 increased to 13 
per cent in 1993. The rest were limited amount o f  cleaning cloths, fabric, and cotton yam exports. 
Particularly the share o f  cotton yams in textile and clothing exports seems to have very strikingly 
decreased in this period: in 1983 47 per cent o f those were cotton yarns then they decreased to 12
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cables etc.), fabricated metal products (kitchen equipment) and various agricultural 

products have been the chief export items in this period"\

Around 70 to 75 per cent of textile and clothing exports from Denizli have been 

directed to EU countries (nearly half to Germany). The basic problem here is that 

Denizli's two principal items of textiles, towels and bathrobes, were under the EU 

quota arrangements. Although, until the Custom^Union agreement in 1995, the 

quota restrictions were mostly high enough for Denizli producers, thanks to their 

very fast developing export performance in recent years quotas had become a barrier 

to their expansion. During the fieldwork in Denizli all producers were looking 

forward to seeing an EU-Turkish Customs Union agreement ratified which would 

abolish all these quotas. After the ratification of the Union, the delight of Denizli’s 

producers was even reported by the Turkish media. A Turkish newspaper, Hurriyet 

(\ 1 January 1996J, was reporting ^'Denizli is joyful. Even under the restrictions this 

town boosted its exports, now it is likely to be the most favoured textile place in the 

near future ^

Apart from the EU, the US has emerged for Denizli as an important market in recent 

years "’f  However the quota restrictions by the USA have still been in effect for 

bathrobe exports, among other things, which would be the important barrier for 

Denizli producers in the medium term. Finally, Denizli producers have also tried to 

extend their markets especially in the Middle East and Eastern Europe in recent 

years.

per cent in 1988 and 0.8 per cent in 1993. In this period the value o f cotton yarn exports decreased 
to one fifth (DCl 1984. 1989. 1995. DCC 1994, DCl data records).

For instance in 1983. metal cables and cords, were the second important product group after 
textiles in exports, constituting around six million US dollars (30 per cent o f  total exports in 
Denizli). These products have mostly lost their relative importance in total exports since then 
although their value has been slightly increased; in 1993, eight million US dollars o f  exports 
representing nearly five per cent o f total exports. Meanwhile, the main development has occurred in 
kitchen equipment: in the early 1980s their exports were almost nil, while they increased to around 
10 per cent o f  Denizli's exports in the 1990s. The rest have been various agricultural products.

Exports to USA mostly started in the 1990s and quickly secured nearly 20 per cent share o f  
D enizli’s textile exports. While the EU has got on average 70 per cent o f  the textile exports in the 
1990s. Around 10 per cent o f total exports have been targeting the markets in Middle East and East 
Europe.
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In parallel with the developing pattern of exports, the growth of textile and clothing 

establishments occurred after 1985 in Denizli. As can be seen in Table 6.2"  ̂ which 

shows the activities of private textile and clothing establishments with more than 10 

employees, until 1985 when experimenting in exports, Denizli textile industry had 

showed fluctuation in its number of establishments and employees as well in its 

value added. When Denizli got some experience in its experiments and thus sharply 

increased its textile and clothing exports, the activities of the industry also showed a 

substantial growth. The number of textile and clothing establisliments with more 

than 10 employees grew from 35 with over 3,000 employees in 1985 to 86 with 

nearly 10,000 employees in 1993. These establishments, located mostly in Denizli 

and surrounding places were also accompanied by 2,327 establishments with less 

than 10 paid employees, sited in Denizli and other places, notably Babadag and 

BuldaiT^’ in the province in 1992 (increasing from 2,025 in 1985^^. Besides, over 

this period gross fixed capital formation in the industry boomed by 54 times while 

value added grew by 7 times.

This table, however, does not differentiate textile and clothing parts o f  the industry. The statistics 
on Denizli's textile and clothing industry shows that virtually all establishments in textile and 
clothing with more than 10 employees were in textile industry until 1993. This situation again shows 
the limitations o f  the statistics. As a matter o f fact, many medium-sized and large firms in Denizli 
are basically textile firms. But they are also firms which have set up their clothing sections in their 
establishments in order to cut and sew towels and batrobes (as well as other home furnishing 
products). However, these establishments have been classified by the office (in accordance with the 
international classifications) as textile establishments unless another separate establishment is set up 
for the production o f clothing.

These places, mainly Babadag and Buldan are still the places o f  artisanal production and 
continuing their production without almost any connection with exports. This issue will come to the 
fore again in the next section.

In 1985 there were only 492 paid employees in these over 2,000 establishments. Nevertheless, 
later on. these small establishments, many o f them just in the form o f family production, started to 
employ more paid workers: in 1992 there were in fact 1,116 paid employees. (SIS  G eneral Census o f  
Industry. 1985, 1992). Since the production in places other than Denizli is still artisanal nature which 
use limited waged labour and hardly increase them, this increase in employees in these small firms 
seem likely to stem from the development o f small workshops in Denizli.
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Table 6.2. Activity of private textile establishments with more than 10 employees in 
Denizli, 1968 prices (thousand TL)

year A B C D E F G
1979 21 2,506 119 5,419 75,335 7% 258 3,5
1981 28 2,707 97 775 93,606 0.8% 28 3,3
1983 29 2,414 83 18,386 103,581 17.8% 634 3,5
1985 35 3,130 89 5,435 81,556 6.7% 155 2,3
1988 36 5018 139 15,149 204,084 7.4% 421 5,6
1992 81 8,347 103 80,530 528,108 15.2% 994 6,5
1993 84 9,605 114 293,892 620.662 47.4% 3.499 7,3

Source: S IS  U npublished M anufacturing Statistics
A . n u m b e r  o f  e s t a b l i s h m e n t s

B. n u m b e r  o f  e m p l o y e e s
C . a v e r a g e  e m p l o y e e  p e r  e s t a b l i s h m e n t
D. g r o s s  f i x e d  c a p i t a l  f o r m a t i o n  ( G F C F ) .  t h o u s a n d  T L  19 6 8  p r i c e s

E. v a l u e  a d d e d  ( V A ) ,  t h o u s a n d  T L .  1 9 6 8  p r i c e s
F. G F C F / V A

G . G F C F  p e r  e s t a b l i s h m e n t  

I I. V A  p e r  e s t a b l i s h m e n t

While Denizli's private textile and clothing industry has flourished, the state textile 

factory in the town, like many other textile factories of Sumerbank including that in 

Bursa, has headed for a real crisis, waiting for its privatisation during the last two 

decades. Particularly in the 1990s with real wage increases''^ this factory whose 

total revenues have hardly even matched its total wage payments to the workers also 

faced heavy losses, as can be seen in Table 6.3. In 1994, for instance, total wage 

payments to all personnel exceeded the total revenues of the factory.

When this factory entered the 1980s, with its cotton yam and raw fabric production, 

it even succeeded in exporting some of its cotton yam products. Later on, it engaged 

in giving “subcontracting jobs to bidders”'*’’ to do simple sewing of very low value 

products, such as cleaning cloths, for exportation. With its outdated blacklooms, as 

the factory's director points out. the production of better quality products has been 

almost impossible^'’. He indicates that although during the mid-1980s, this factory 

secured some investments from the state to update in particular its yam production.

This issue comes to the fore in the section, A m ild  climate labour relations.
Ever}' year or two this state factory publicly offers a sub-contracting Job (o f contracts simple 

sewing production o f  cleaning cloths) to bidders. When the factory awards some bidders for this Job, 
subcontractors are supposed to bring their own machinery and equipment to the factory’s plant and 
should be settled there throughout the production.
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they were not continued in the 1990s^'. Moreover, the value added created by the 

factory showed continuous decreases in this period: it dropped by half between 

1983 and 1993 (Appendix II-Table 6A.2). Until the late 1980s overstaffing also 

remained a very critical issue, but in the 1990s the factory managed to decrease its 

employees almost by half to cope with wage increases: total employees were 948 in 

1988 and fell to 498 in 1994 (Table 6.3, Appendix II-Table 6A.2). Nevertheless, it 

is said by the director that despite this massive downsizing, there is still an 

overstaffing problem in the factory.

Table 6.3 Denizli Sumerbank Cotton Textile Factory, 1990-1994

p r o d u c t i o n S E M I - I N T E G R A T E D  

- C o t t o n  f ib r e  
- C o t t o n  fa b r ic

- s u b c o n t r a c t i n g  o f  s i m p l e  s e w i n g  j o b s  o f  c l e a n i n g  c lo th s ,  c a r r y i n g  b a g s  fo r  
m a i n l y  in d u s t r i a l  u s e

Y e a r s 1990 1991 1992 1993 1994
f m p l o )  m e n t

W o r k e r s 7 5 2  6 4 0  571 5 0 2  4 4 4

( j o \ e r n m e n t 6  5 5 6  6

O f l l c i a l s
E m p l o y é e s  on 4 9  5 0  4 7  4 8  4 2

c o n t r a c t  *

P e r s o n n e l  W a g e s  p a y m e n t s 1 8 .462  4 3 . 6 9 0  6 0 . 0 7 0  9 5 . 0 3 9  1 7 3 .7 4 8

E x p o r t s  ml.  U S  S 1.703  2.508 4 .306 2.627 2.063
T o t a l  R e v e n u e  (b n .  TL) 4 0 . 8 9 0  5 4 . 4 5 5  9 6 .9 1 1  1 1 9 .3 3 5  1 7 1 .2 3 4

P r o f i t ( l o s s )  p e r  y e a r ( b n .  1 L) ( 3 5 . 5 5 6 )  ( 8 2 . 1 2 0 )  ( 1 7 2 . 3 7 3 )  ( 3 2 3 . 7 9 8 )  ( 4 1 0 . 8 6 8 )

S o u r c e :  l ' ac to r>  r e c o r d s

*l t c o v e r s  e n g in e e r s ,  t e c h n i c i a n s

O f f i c ia l s ,  b u t  h a v e  s a m e  r i ü h t s .
a n d  w h i t e - c o l l a r  o f f i c e  e m p l o y e e s  w h o  a re  n o t  e n t i t l e d  to  be  G o v e r n m e n t

On the examination of the unpublished records of foreign private investment permit 

certificates related to textiles and clothing, supplied by the General Directorate of 

Foreign Investments of UTFT for 1980-1995, Denizli appears a place which has not 

attracted any important foreign investment. So far only one foreign investment 

certificate has been given in textiles and clothing to a small investment to employ 

23 people from Germany. With this certificate a small firm was indeed set up in 

1986 to produce underwear^'.

Informant DSFOI
'' The gross fixed capital formation o f this factory is given in Appendix 11-Table 6A2.
-During the fieldwork, 1 was informed that this firm was in fact established by several Turkish 

migrants in Germany.
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We saw above that before 1980 Denizli’s most developed sectors other than textile 

and clothing had been basic metal industry^^ and fabricated metal industry. 

Although these sectors also continued their development in the new period, they 

stayed well behind the textile industry. When comparing those industries on the 

basis of establishments with 10 or more employees (Appendix II-Table 6A.3), we 

can see that the textiles took the lead in the second half of the 1980s and then 

widened the gap in terms of the number of establishments and employees, as well as 

value added"^

During this industrialisation Denizli’s population further increased. The population 

of the province centre jumped from 135,000 in 1980 to 204,000 in 1990 as the 

province saw a relatively modest growth from 603,000 to 750,000. During these 

years. Denizli turned out to attract more migrants, mainly from poor eastern 

provinces, which brought some dilution in its homogeneous population. While 92 

per cent of Denizli's population were born in that province in 1980, this ratio 

decreased to 87 per cent in 1990’". In comparison with the equivalent proportion in 

Bursa of 67 per cent in 1990, Denizli still seems to remain a much more 

homogeneous place in terms of provincial origin.

" the production o f  metal rods, wires and flakes
Another important point related to these metal industries was a transformation in their firm 

structure in the new period. The picture o f  these industries in the 1970s had been drawn by small and 
medium-sized establishments among which larger ones had been set up as workers’ firms. In the 
next two decades, as worker’s firms experienced failures, these industries have gradually witnessed  
an asymmetrical development with the emergence o f  several large family firms(DCC 1988, DCC 
1994, Informants DPF03, DPFIO & DPFI I).

SIS, Population Census: Denizli. 1980, 1990.
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6.3.2 Main locations of textile and clothing production in Denizli'*'̂

The main location of the textile and clothing industry as well as of other 

manufacturing in Denizli has been the organised industrial zone (OIZ) since its 

opening for industrial firms in 1988 after its infrastructure had been finished. The 

zone is 18 km away from the town, alongside the highway to Ankara in the north

east, located in a place which is not suitable for agriculture (Map 6.1)^\

The idea of setting up a zone had come on the agenda of the government in 1974. 

Even though the government had then decided to set it up in co-ordination with the 

local chamber of industry, the construction was halted later on, mostly because of 

the economic crisis in the late 1970s and the lack of attention and experience of the 

novice chamber of industry^* (as mentioned in footnote 40, the chamber of industry 

was only set up in 1973). The chamber of industry took a fresh initiative and 

resumed the project with the support of state in 1985. After construction of basic 

infrastructure was completed in 1988, it attracted firms which had operated 

elsewhere in Denizli as well as some new firms. In 1988, 14 firms were located in 

the zone. This number increased to 66 in 1993 and 74 in 1995, the majority of 

which have been in textiles (DCC 1995). The rapid development in recent years has 

prompted the chamber of the industry to consider the construction of another 

organised industrial zone It should be noted here that unlike the zones in Bursa 

which are exclusively of large and medium-sized firms, this zone in Denizli 

accommodates various firms from large to very small firms which even employ less 

than 10 workers.

In what follows I will shed light on the main locations o f textile production in Denizli. However 
this section is slightly less complete than I have done for Bursa textiles because the Municipality 
could not give a map which shows its boundaries ( 1 have attempted four times to get such a map 
since July 1995 either by m yself or through some friend o f  mine. In every attempt, the Municipality 
indicated that they have the map o f  the town with its municipal boundaries, but they always ended 
up sending different maps, i.e. either province’s map or detailed street maps o f  Denizli without the 
boundaries). Thus the map presented here only shows district boundaries. However this deficiency 
does not seem to be a big problem because it is very obvious in Denizli that the main bulk o f  the 
local industry (not only textiles but also others) has been located outside the town boundaries, in 
contrast to Bursa’s.

It is not within the municipality nor within the district o f  Denizli. It is in fact within the boundaries 
o f the district o f  Honaz, a small district just next to Denizli

Informant DO02
Informant DO02. Also Yeni Yuzyil 25 July 1995, Capital October 1996 ,
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The first yet trivial private industrialisation attempts in Denizli in the 1950s and the 

1960s took place in the north of the town, just behind the state factory, which had 

been set up quite near the town centre. In 1967 the Bank o f  Provinces, a state bank 

for funding and co-ordinating provincial and urban services, prepared a land use 

plan which designated a small industrial site in this area -inside the municipal 

boundary. Despite this plan, this site did not become an attractive address for 

industrial firms founded in the 1970s. Instead, these firms preferred vast much 

cheaper lands outside this site (and outside i the town) along two highways (to 

Ankara on the north-east and to Izmir on the north-west). These places were also 

quite attractive for industrial firms, including those in textiles, founded in the 1980s 

until the OIZ was established in 1988. Although some firms have relocated to the 

OIZ providing better infrastructure, these areas still accommodate a considerable 

number of Denizli's firms. Now these industrial areas have spread, in an unplanned 

manner. 9 km along Izmir highway with high density and 18 km alongside Ankara 

highway until the OIZ with much less density.

In addition to them, there are two other, yet minor, places for textiles, stemming 

from locational decisions of two important firms (the above-mentioned multi

partner dyeing firm and workers' yarn firm) set up in the 1970s around some 

villages outside the town (on the west edge of the district and in the south-east 

respectively) (Map 6.1). Both places are not on main roads and have only managed 

to create just a little agglomeration effect in the sense that only a few other textile 

firms have followed them '̂".

Unlike Bursa. Denizli does not have large areas of mixed residential and textile or 

other industrial premises except some limited examples of such can be seen in the 

north of the town which has been the place of squatter housing since the 1970s. 

Furthermore, recently emerging small workshops of clothing have also been

'’'The yarn firm is located in a village in the west o f the district. As a matter o f  fact, this locational 
choice appears to have been related to the fact that main initiators o f  this firm originally from this 
village wanted to build this factory there. The dyeing firms is in the south-east just outside the town. 
Although this place as well is now apart from the main road connections, when the dyeing and some 
other followers were set up later in the 1970s it was at one o f  the main inter-town roads to the south.
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disseminating into many residential parts of the town, mostly locating on the 

basements of apartment blocks. It should be recalled again that in the province of 

Denizli there are fine examples of small artisanal textile towns where almost every 

household has looms.

6.3.3 The development o f a co-operative network for textile exports and its limits: 
a success story
As we have just seen, starting from 1980, an export orientation in the Turkish 

economy reshaped the dynamics of Denizli’s local economy and paved the way for 

its textile industry to move forward. A moderate development particularly in the 

1970s. which had enabled the private textiles to show some steps beyond its 

artisanal structure^had laid the base for such a transformation.

In the beginning of the 1980s, several relatively large firms in Denizli, which had 

previously flourished, launched the period of exports, thanks to trade firms in 

Istanbul. Some limited attempts by the state textile factory in exports accompanied 

these private efforts. When these exports (composed of cotton yarns and fabrics as 

well as home furnishing goods) started, towel production constituted a minor part of 

the production; and bathrobe production was almost nil in Denizli. In the meantime, 

some small firms wanted to take part in the export market and courageously began 

their “trial and error" process. In fact, the main dynamism in exports would come 

from these small f i r m s . T h e y  would indeed become pioneers and initiate a 

phenomenal success story of the town mostly based on towel and batlirobe exports.

Despite their lack of information on legal and technical aspects of exporting, the 

lack of any foreign language and their disadvantageous size that did not quite fit the 

appetite of trade firms in Istanbul, the entrepreneurs of these small firms with their

The route was however changed later. Another reason behind this choice is that this place has water 
resources which is very important for a dyeing firm (Informants DPF03).
'■'Particularly two firms which would become the champions o f  exports should be mentioned here. 
One o f  them was a very small one just founded by an ex-polytechnic student in Istanbul who had left 
his school and engaged in small scale yarn trade in the late 1970s. This young man who was 
originally from Tavas district in Denizli province returned to Denizli just before 1980 and set up his 
company in 1980.(Informant DPF05; for the life story o f  this entrepreneur and his company, see 
interview in Capital, June 1996), The other firm which was somewhat bigger was founded in 1978 
by a family from Babadag family who had also been also engaged in yarn trade and fabric 
production previously (Informant DPF04).
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perseverance attempted eagerly in various ways to find some customers abroad. 

They tried to get some addresses and legal and technical advice from some 

merchants working for the export market in Istanbul through their personal 

relations'"' and to send samples to those addresses. In addition, they attended some 

fairs abroad with their sample bags'"^ In their, mostly amateurish, "'learning by 

doing process” -although many of these early attempts were not successful- the 

limited number of positive results were redeeming the situation and also stimulating 

them. Initially, their samples represented all textile products manufactured in 

Denizli: various fabrics for clothing and some home furnishing products (bed linens 

and table cloths), and towels, which were produced in their establishments or 

subcontracted to other firms. Interestingly at the outset, products were even 

sometimes beyond textiles and included other, mainly agricultural, goods'"^ 

However they soon realised that among these products there was not any specific 

demand for their textile products, apart from towels. Additionally there was also 

promising demand for as another towel-fabric based product: bathrobes.

This situation provided an incentive for these firms to focus on towels and gradually 

develop bathrobe production as well. With this production, they started to struggle 

to build a customer base abroad by cost reduction. Their main target was some low 

\alue wholesalers in the Middle East and Germany. Apart from the difficulties of 

exporting per se, the production of these goods was not easy in the beginning since 

none of the firms were towel and bathrobe producers themselves. While they started 

to use a limited number of towel fabric producers as subcontractors, these firms also 

attempted to weave towelsy For bathrobe production, the process was much slower 

since the necessary cutting and sewing production was still less developed in

It is reported that some merchants in Istanbul o f Buldan origin were the main actors in this respect 
(Informants DPF02, DPF03, DPF04, DPF05, DPF06).

In all these attempts they used pidgin language or tried to find someone who could help them in 
foreign languages (Informants DPF04, DPF04, DPF05, D P F 06).

One o f the pioneers o f these exports explains this:
‘When we first contacted with these importers abroad, some o f  them turned out to be agricultural 
goods wholesalers. They demanded nuts, honey etc. We also accepted these orders since we 
considered them as export exercises” (Informant DPF04).
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Denizli. However, the higher value added of bathrobes enabled those firms to set up 

some sewing units and arrange some small sewing workshops for subcontracting'^^

The relative success of these pioneers encouraged other small and medium-sized 

entrepreneurs to venture into exports as well. Meanwhile the largest weaving firm in 

the town, which was originally a home furnishing producer and exporter, realised 

the opportunity of towel and bathrobe exports and followed these small firms in the 

mid-1980s, gradually re-directing its production in this way^^. Denizli textiles was 

thus building a customer base for the low value marketing of towel and bathrobes 

abroad. Facing the increasing exports demand for towel and bathrobe products for 

exports, small producers of other products were shifting to this production as 

subcontractors in the second half of the 1980s.

Thus the picture of Denizli was completely changing in the second half o f the 

decade. While in the early 1980s, towel production was very limited and for the 

national market, in a short span of time towel along with bathrobe production 

ignited a quick development of exports and became the primary product in the town. 

Despite this development and a corresponding shift of producers to this production, 

a small segment of the industry was still engaged in the production of cotton raw 

and finished fabrics mainly for home furnishing^'\ Gradually coming under the 

control of a family, the largest dyeing and printing factory -apart from its general 

service to the local textiles - stuck to its original production of home furnishing 

goods by giving subcontracting jobs to small producers and by importing raw fabric 

starting from the late 1980s. As cotton yarn exports did not show any prospects and 

the workers' cotton yarn firm, facing managerial problems, also became a family 

firm, several medium-sized yarn and cotton gin factories were set up in this decade 

in order to process agricultural cotton production in the region. In the late 1980s 

when competitive cotton yarn imports were started (after the quantitative

Since Denizli lacked skilled clothing workers for the production o f bathrobes, when they were 
establishing their sewing units to produce bathrobes, these firms had to find some skilled workers 
mainly from Izmir (Informants DPF03, DPF04, DPF05, DPF06 &DPF07).

Informant DPF07. DPFI2. DPFI3, DPFI4, DPFI5, DPFI6, DPFI7, DPFI8, D P FI9&  DPF20 
Informant DPF25 & DPF26
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restrictions on yam imports had been phased out), these firms were faced with some 

problems in supplying the local industry.

Although textile exports in Denizli started in a highly promising fashion, this was 

mostly limited to this town and nearby areas, and hardly extended to districts of 

artisanal textiles in the province. Despite their proximity, the difficult access to 

these places from Denizli (due to their hilly terrain and sub-standard roads prone to 

delays -serious delays particularly in the winter^*- was not attractive for the industry 

in need of quick and dynamic production for exports.^^ These places in fact 

continued their home production as usual for the national market, albeit with a very 

few subcontracting jobs given to Babadag for the exports’”.

The transformation that Denizli experienced in this decade was largely attributable 

to the co-operative networking of small and medium scale family firms. As 

previously noted, Denizli's textiles had a strong tradition of co-operation in 

different forms. In artisanal production many small producers had successfully 

organised themselves to set up yam co-operatives first against black marketeers, 

then against merchants; some of the co-operatives even retained their functions in 

the new period. Additionally, workers’ or multi-partnered firms had provided a 

great help to Denizli's industrialisation in the 1970s, although they came to an end 

in the 1980s. These efforts in Denizli had continuously consolidated mutual trust 

among producers on which a new co-operation for exports was built in the 1980s.

With the development of exports in the 1980s, the limited capacity of exporter firms 

vis-à-vis high demands of the export markets created extensive subcontracting 

relationships among the industry in Denizli, on a completely different scale from 

those previous activities for the national market. The inter-firm linkages were not 

only in subcontracting. They were also, to some degree, in the co-operation of firms

For instance, several bridges on the road between Babadag and Denizli even now are not able to 
stand the burden o f  lorries which carry loads o f  textiles and thus frequently collapsed {Yeni Yuzyil, 
26 July 1995).

Informants DPF05 DPF07. DPFI3 & DPFI4
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for foreign trade. Through the network of producers, the experience and knowledge 

about the procedures of exports and the markets that the exporters gained in their 

attempts were partially transferred to other producers who also wanted to be 

exporters. This however was not the process of dispersing the relevant knowledge 

and experience equally in the local economy by an institution such as the chamber, 

but an informal process from which relatives or close friends of exporter firms 

could mainly benefit.

Although at the beginning of the 1980s there were several textile exporters, their 

number quickly increased. For instance, in 1988 there were around 30 textile 

exporters (DCC 1988). The likelihood is that proliferation was partly related to 

the spreading of entrepreneurial spirit to a large segment of the producers in the 

town, after the successful attempts of pioneer firms. This seems to have been mainly 

shaped and accelerated by the co-operation in the network for exports.

This co-operation in the last decade seems to have occurred more intensively among 

producers from Babadag settled in the province centre. Originally from this very 

small mountainous place where almost all households had been textile producers for 

centuries, these producers with the high level of kinship ties among themselves, 

safeguarded their own local identity, even though they proudly considered 

themselves “Denizli-men" to outsiders, i.e. they took a provincial identity 

represented by the centre of the province. Among the broad network of all 

producers in Denizli, these producers mostly based on their kinship as well as 

townsmenship ties, appear to have constructed closer relationship and helped each 

other to export. This situation apparently led many of these producers to enter 

exports and cultivate their remarkable success, giving them control over Denizli’s 

textile industry in a relatively short period.

Furthermore, the nature o f the terrain meant that there were no level sites for factory buildings and 
thus producers could not expand beyond home production even to workshops. Thus, if  somebody 
wants to expand his production, migration is a better choice.

However, in 1988, 227 firms or individuals were registered as exporters in the local Chamber o f  
Commerce. Following textiles, agricultural goods apparently constituted the second most important 
branch o f  activity for exporters (DCC 1988).
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When Denizli entered the 1990s, it had thus already developed a successful export 

production, with cohesion among producers. Throughout the 1980s, this successful 

production was mainly carried out with shuttle looms (otherwise known as black 

looms), even though some leading firms launched the modernisation o f their 

machinery by importing automatic looms in the second half of the 1980s^\ While 

these shuttle looms with their production of standardised, low value, goods mainly 

succeeded in exports, Denizli, unlike Bursa, did not experience any important 

turmoil between the parties involved in this subcontracting production at such a 

technological level. Under the thriving business conditions, subcontracting rates and 

the volume of jobs and their continuities basically remained satisfactory for 

subcontractors in the 1980s^\ More importantly, the transformation that Denizli 

went through (principally with its textiles) in this decade offered the prospect of 

social advance through exports, and thus many small subcontractors also attempted 

or planned to be exporters.

Meanwhile, in the late 1980s, leading firms which achieved a remarkable progress 

in exports began to expand the list of their customers, reaching better calibre 

wholesalers or even some retailer chains in Europe and the USA^^. This expansion 

normally demanded faster and better quality production and thus normally needed 

investments. Thanks to state incentives, starting from the late 1980s, these firms 

were involved in high levels of investments and, in particular, imported shuttleless 

looms.

The reader should be reminded that, as we have seen in Chapter 3, the state had 

decreased the minimum investment requirement to be eligible for an investment 

incentive certificate in the beginning of the 1990s. This shift in the regulation of the 

state in favour of smaller firms, and expressly in places outside traditional 

development centres in the country, has given an opportunity to a large number of

Informants BPF03. BPF04, BPF05, BPF06 & BPF07 
''Informants BO03, BO 16, B PFI7&  BPF18 
''Informants BO02, BO03, BPF03, BPF04 & BPF05



Chapter Six 274

medium-sized firms in Denizli to benefit from these incentives^". In this decade, as 

noted again in chapterIhree, Denizli’s textile and clothing industry has become one 

of the provincial textile centres with the highest investment incentives in the 1990s. 

With these certificates (which have enabled producers to import machinery among 

other things) not only large but also medium-sized firms therefore have had an 

important support to update their machinery in the 1990s^^. Apart from these firms, 

it is reported that some firms too small to be eligible for certificates have attempted 

to equip themselves with second hand looms (and to a lesser extent, brand-new 

looms) from various sources including smuggled looms^\ In recent years buying 

shuttleless looms has accelerated in many firms at all scales^®; and in the words of 

general secretary of the Chamber of Commerce, this has even reached a worrying

levef79

"In just a couple of years, many people, many companies have feverishly bought 
automatic looms. Every month this is going to be more hectic and hectic ....For 
instance, in the first six months of 1995, as far as we know 360 new looms have 
come to Denizli. 1 do think, this situation shows our town’s uncontrollable ambitions. 
But also I am worrying whether we are heading in a right way. I really doubt that in 
all these purchases everybody is doing his homework or Just buying because he 
thinks this is a gold mine". .

The opportunities of the textile industry which have provided high level of upward 

mobility in Denizli obviously have attracted many new firms. One of the natural 

sources have been previous artisans. Additionally, the glamorous aspects of the 

transformation in this industry (which have become very obvious in recent years) as

The number o f certificates issued to textile and clothing firms in Denizli reached 61 in 1993. In 
mid-1995 there were 65 certificates (UTFT records).

For instance, with these certificates mentioned in the last footnote above, 67 and 158 million US 
dollars foreign exchange allocations in 1993 and 1995 respectively were designated to those firms. 
Generally speaking, this means that firms with these certificates could import machinery up to these 
figures with no duty or custom tax.

Directly imported as second hand, or from other towns and other larger firms in Denizli which had 
replaced their looms. It is also reported that some smuggled shuttleless looms might have been got 
into Denizli, albeit much less than in Bursa (Informants DPF17 & DPF20).

It is not possible to find how many shuttleless looms there are in Denizli now since the chambers’ 
records are not organised on this issue. However, in 1993 Denizli Chamber o f  Commerce, the local 
branch o f State Institute o f  Statistics and KOSGEB organised a census to take an inventory o f  
looms operating in small and medium establishments in the province o f  Denizli to help KOSGEB’s ’ 
activities. According to their census, there were 185 looms defined as ‘’state-of-the-art machinery” 
in small and medium-sized establishments, statistically defined as establishments with having 1 to 25 
looms (SIS-DCC-KOSGEB An inventory o f  sm all and medium sized  establishments in the province  
o f Denizli, 1993). It is estimated that this number further increased, along with those in large firms 
reached over 1,000 in m id-1995 (Informants DO02 & DO03).
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well as ease of the entry to the production have also attracted people from various 

walks of life, who wanted to take advantage of textile exports. Some o f them are 

even people who have never had any experience in textiles nor are originally 

Denizli-born inhabitants. Their networking relations are quite limited, but they 

could afford to buy machinery. While those people are entering into, from their 

point of view, the very attractive world of textiles success appears to be harder for 

them.

Newcomers have been also attracted to clothing, albeit to a lesser extent. The story 

in this case however has been slightly different. Even though entry to clothing is 

much cheaper than to weaving in terms of setting up a small establishment, it needs 

more skill and experience to sustain successful subcontracting production. In the 

case of Denizli, in the 1990s when the town's booming textile industry has been 

searching for a better place in the global economy by aiming to increase its 

production quality, this seems to be of more importance. While in weaving updated 

machinery, not skill, is sine qua non, in clothing where technological 

development is still limited the reverse is likely to be true. Following the argument, 

what we have seen in Denizli is that generally people with no experience in any

Informant DO03 
"̂“Some examples can be given as follows:

“I am a pharmacist, and I am still working as a pharmacist. But also I imported three automatic 
looms Just recently. Now I am doing some subcontracting Jobs and learning the trade. Now the 
situation is not that satisfying but I am a very tyro in the business what you expect in the beginning. 
I hope I will learn it quickly and develop my production. When I look at these rich textile exporters 
now, I am really regretting that I did not attempt this 10 years ago when I was in my late thirties” 
(Informant BPF27).

“I am a retired army officer at 43 years o f age. I am not originally from Denizli, but my wife is. 
After being retired, I was thinking to invest our life-long family investments in tourism but a my 
w ife’s relative who is a civil servant convinced me to invest in textiles in Denizli and that ‘s why we 
ended up here. Now we are importing several looms. Just several months ago I was a bit scared 
because I was thinking we do not know this business. But after meeting some people who are 
already become rich in this business, I am bit relaxed. Now I keep saying to m yself ‘ if  these people 
who are at most with primary education can do exports, you can do as w ell’. Fingers crossed. At 
least, I am sure, even I can understand that if things do not work out the right way, I can easily sell 
these looms” (Informant BPF28).

’’Just an hour ago, a medical doctor popped into my office (general secretary o f  Denizli Chamber o f  
Commerce) he said that he and his several colleagues somehow bought several looms and asked me 
to help them to find customers. They do not know anything about textiles and they are not even from 
Denizli, Just working in a hospital here. And most importantly they are doctors and want now to be
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parts of the industry rarely attempt to set up clothing firms. Venturing into this 

production then has been the activity of those with related backgrounds*'.

Another feature of clothing production in Denizli is that this production has been 

mainly developed through vertical integration attempts carried out by textile firms 

since 1980. Among these firms, towel and bathrobe producers have been primarily 

responsible. As indicated earlier, lack of clothing production Denizli-wide in the 

1980s encouraged those weaving firms in need of such production to set up sewing 

units in their establishments. This tendency has been accelerated with the 

development of bathrobe production which typically entails a level o f cutting and 

sewing process similar to outwear garments.

This surging entrepreneurialism in all segments of the local society in recent years 

is signified in the records of the local chamber of industry. For instance, between 

January 1990 and December 1995, 138 new firms in textiles and clothing have been 

set up. many of which have been small firms. The majority have been established in 

just the last couple of years. For instance. 83 firms were set up between January 

1994 and December 1995, 53 of them in the latter year. Among these firms, only a 

quarter of these firms have been in clothing. Apart from them, there has been a 

corresponding increase in the number of very small producers as members of the 

Tailors ' Association: while these producers, mainly serving as subcontractors in the 

town were nil in the beginning of 1990, they have jumped to 187 in July 1995*". On 

the other hand, the Textile Association, mainly comprised of the national-market- 

small-producers with blacklooms in the province, has experienced a slight decrease 

in its number of members*', while there has been a striking increase in the number 

of weavers in the chamber. Most of them are in the town and work for the export 

market with increasing numbers of automatic looms.

textile-men. Just 10 years ago 1 think things were the other way around. Should I cry for this or 
applaud their entrepreneurship ["(Informant BO03).
" Informants BPF3I, BPF32. BPF33, BPF34 & BPF35 

Informant BO05
In the beginning o f  1990, there were 1,300 member producers in the Association. Their number 

however has decreased to around 1,000 in 1995 (Informant BO04).
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One of the most important developments in the town’s textiles in the 1990s is the 

foundation of a many-partnered foreign trade company on co-operative lines: The 

Aegean Clothing Industry and Foreign Trade Inc. (better known in Turkish 

acronym, EGS). This time co-operation for exports in the town has taken a more 

capitalist form, becoming an initiative of successful firms which had flourished in 

the 1980s with aspirations to minimise the problems that they have faced in foreign 

trade and to boost their exports to new peaks. This co-operation has not even been 

limited to Denizli: it has been a joint venture of 90 textile and clothing producer- 

exporters mainly from Denizli and Izmir, the largest town in the Aegean region,*" 

provided each member's share should not be more than 3 per cent.

This company has basically aimed*^ to carry out services, with regard to supplying 

raw materials, intermediate goods, transportation, customs clearance and insurance. 

In a short period it has interestingly gained an extraordinary success, and 

established various specialised companies for the efficient delivery of these 

services. In 1995 and 1996 the company’s activities have also gone beyond these 

services. During this period it has even set up a bank to solve its partners’ financial 

problems and a trade firm in the USA to increase their members’ market share in 

exports; it has also established a large textile enterprise in Diyarbakir (in South 

Eastern Anatolia) {Capital May 1996, Capital-Aegean October 1996, Hurriyet 8 & 

9 May 1996). Since this firm has been applauded as a "successful Turkish model" 

in exports after the unsuccessful attempts of 1980s based on the “Sogo Socha 

model", many textile firms, generally large, not only from the Aegean region but 

also from Istanbul and Bursa, have applied to the EGS to become partners. EGS

as well as, to much lesser extent, other provinces in the region, Manisa and Aydin.
In a guide book published by the company, the reason for the foundation is put (in English) as 

follows (EGS 1995):
“Large enterprises are able to overcome the difficulties they face by utilising the (...) advantages o f  
scale economy. ...But, what about the small and medium sized enterprises which lack this financial 
strength and can not make use o f the advantages o f  scale economy? They have high supply costs and 
let alone opening subsidiaries abroad they can not even participate in international fairs because o f  
their limited financial capacities.

Initially, the founders o f EGS had the following assumption: if small and medium sized enterprises 
in textile and clothing sector were brought together under the roof o f  a “Sectoral Foreign Trade 
Company" with a strong capital, skilled manpower and a capacity to follow the developments in 
world trade, then the partner companies could be able to make use o f  scale economy and thus 
reduce the supply costs o f  goods and services and grasp sufficient shares in the foreign markets.”
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then decided to increase its members to 196 in 1995.145 of them are from Aegean 

region (and 57 of them from Denizli) 30 and 11 firms from Istanbul and Bursa 

respectively*^

The success of this company is to the credit o f Denizli’s and Izmir's textile and

clothing producers who have accomplished such collaboration in the region. This

success has also made Denizli’s producers, in particular, consolidate their long

standing solidarity and recently growing self-assurance." This company is an

example of our ‘collective development’ and a model for everyone", one o f the

founder members of the EGS in Denizli*^ puts it. Another says**:

“ 'Limit is the sky. EGS’s success shows that we know what we are doing. We are 
going to change the dynamics in this country. Now some firms from other regions 
already try to follow us. Hopefully in the near future everybody will follow us. 1 
believe, this region and Denizli will become the prime engine of the country in the 
new millennium. "

The picture that has been delineated so far shows that Denizli has managed rapidly 

to escape its economic mould which had been characterised by weak capitalist 

relations some twenty years ago and to become a rising town for the new period 

thanks to its export booms since 1980. The driving force behind this development 

has been highly dynamic small and medium-sized firms and their networking 

relationship based on informal and formal co-operation during this period. While for 

a long period before 1980 it had been evolving as a "survival strategy" among 

artisans, co-operation has now becom e^ growth strategy^for exporters in the new 

period. With the development of exports, this co-operation for growth has thus been 

alongside strong competition among family firms who have tried to get more shares 

from the lucrative export market.

Although EGS stresses the co-operation among small and medium sized firms as indicated in the 
footnote above, it seems to be rather comprised o f  firms from medium sized to large. First o f all, 13 
member firms are in the largest 150 textile and clothing firms in Turkey based on the Istanbul 
Chamber o f  Industry data {Forum  December 1995).The average employees in these firms were 658 
and average annual value o f exports was nearly 18 million US dollars in 1994. The member firms 
records in 1994 also shows that only 11 per cent o f all firms’ value o f  exports were less than one 
million US dollars. When looking at the Bursa’s member firms, we can see that some o f  the firms 
are semi integrated large firms which want to look at the opportunities to increase their exports and 
some are medium sized firms which seek a secure foreign market share. For Denizli’s firms, are also 
comprised o f  firms from mid-sized to large ones (EGS 1995, Informant DPFOl)

Informant DPF04 
Informant DPF06
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“Our fathers believed that if they came together, they would be more powerful and 
better off. ... They did not of course have that much pie to compete for. But even 
under these circumstances they were somehow competing with each other as to who 
could weave better fabric or who could sell one more metre fabric. Co-operation is 
our motto as it was for the earlier generations. We are also competing now though. 
At the end of the day we are not running charities, but businesses. And we are 
competing much more than our fathers did. Now we have a real reason for this. If 
you are competitive enough now you have a real chance to become so filthy rich that 
our father could not even i m a g i n e . "89

“Our success is stemming not only from our co-operation but also from competition. 
We trust each other, but we are jealous people Jealous of success. We may help each 
other in exports but we would be Jealous if the others do one more dollar export than 
us or if they import one more technologically advanced machine than u s . "90

In this competitive environment, the economic power distribution in the 

development of textiles in Denizli has been continuously reshaped. Although, 

generally speaking, the growth of local textiles has been attributable to small and 

medium-scale firms, the development process that those firms have been through in 

the town has normally transformed their scale as well. What is important here is that 

this transformation has largely not been a symmetrical one. Depending on the 

different experiences of success, these firms have evolved to different scales. In 

particular, some of them have evolved into very large firms so that the 

transformation eventually has swung to the concentration o f economic power in the 

local network of textile producers. Therefore, what follows is an analysis o f this 

asymmetrical structure and changing networking relations in Denizli’s textiles.

7.3.4 Asymmetrical development and its consequences in Denizli textile and 
clothing production: present situation
During the export booms in Denizli, a few firms which mostly took advantage of a 

privileged position as being initiators of the local transformation have shown 

remarkable progress and evolved into large leaders in the network. According to the 

DCI records, the largest 16 out of 219 private member firms in the beginning of 

1995 employed over 46 per cent of total employees (of around 16,000 in these 

member firms). Most of these large firms are not only big fishes in the little pond of 

Denizli but in Turkey as well. In terms of ranked their employees and annual 

turnovers, nine of these firms were actually in the largest 150 textile and clothing

Informant DPF03
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firms in the country by the Istanbul Chamber of Industry in 1994 {Forum December 

1995). These 16 firms’ exports have also constituted the lion’s share of total textile 

and clothing exports in Denizli: for instance, as much as three-fourth of total textile 

exports of the town in 1994 were made by them^'.

12 of these large firms are basically towel and bathrobe producers and generating 

most of the exports. To give an example, about 90 per cent of these largest firms’ 

exports were made by towel and bathrobe producers in 1994: in other words they 

achieved 67 per cent of all textile and clothing exports in Denizli. This group of 

firms is not symmetrically developed either. Five firms constitute the upper layer 

among these large firms. Again in 1994 these five took 51 per cent of the towns 

textile and clothing exports, for instance. Further disaggregation reveals that the top 

two towel and bathrobe producers claimed 30 per cent export shares of the total in 

this year. One of these largest firms, with an astonishing achievement from nowhere 

to the championship of exports of Denizli in the 1990s, would head for full vertical 

integration'^ Apart from its fabric and cutting/sewing units for towel and bathrobes 

(i.e. in broad term, clothing), this firm has entered dyeing and printing as well. 

Additionally, it is reported that this firm would also start cotton yarn production at 

the end of 1996 in connection with taking advantage of the South East Project 

{Capital June 1996). The runner up firm in exports from Denizli has also operated 

in dyeing and printing in addition to its fabric and clothing production. The 

remaining large towel and bathrobe firms have continued their production in just 

weaving and clothing.

Besides these towel and bathrobe producers, the rest are two yam and two dyeing- 

printing factories. The remaining textile and clothing exports which have been done 

by these large firms have not come from yarn but dyeing firms engaged in 

production for themselves (giving subcontracting orders to smaller producers of raw 

fabrics or weaving in their establishments) and for the local textile industry (in 

every kind of dyeing and printing jobs). One o f the dyeing and printing firms has

"" Informant DPF09 
EGS 1995, DCC 1995, DEU records
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also set foot in the production of clothing in their establishments in the 1990s. Thus 

it has expanded its production to portfolios of various garments (notably shirts and 

trousers) as well as home furnishings, and finished fabrics. This firm actually is the 

one formerly set up as a 174-partner-firm in the 1970s and evolved as a family firm; 

and it has become part of an industrial group when the family’s production has gone 

beyond textiles to various metal products in Izmir and Istanbul.

Furthermore, when focusing on the large yam factories, we can see that one of these 

large yarn factories is the ex-workers’ firm which later came under the control a 

family. The second yarn firm, equipped with much better technology, was 

established in 1991 by another family who have made their fortune basically in 

various non-textile activities such as copper rod and wire, and packaging materials 

production in Denizli. However this family has also owned a cotton-gin firm; and 

with the cotton-yam factory this time they have expanded their production to 

textiles. Like many cotton yarn firms in the country both of these have faced 

competitive imported yarns from Far East, Under these circumstances, instead of 

taking direct confrontation with these imported yarns, the newly set up firm, thanks 

to its updated technology, has directed itself to produce high quality yarns for 

special usage (which are not generally in competition with these imports) for some 

Istanbul firms. Unlike their larger counterparts in Bursa, these firms do not have any 

connection with fabric or clothing production.

While a small number of textile and clothing magnates has been emerging in this 

very successful decade and half export adventure of Denizli, a larger group of 

(around 50 to 60 medium-sized) firms have followed these firms at the top of the 

pyramid. These mid-sized firms, many of which are the members of the EGS, have 

some direct trade connections abroad, although their exports have been limited. 

They seem not to lose their faith in their success and play hard to repeat the pioneer 

firms' success. For this, EGS might help those firms in their difficult game. 

However, some other mid-sized and all small firms at the lowest tier of the pyramid,

’■ Informant DPF05
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have not had that much chance to become direct exporters so as to win higher 

margins. Instead they have remained as subcontractors. In the meantime there have 

still been many small firms set up in recent years and registered as exporters in the 

chamber, with hope of becoming real exporters^\

While the economic power has been concentrated and a three-tiered structure for 

exports has arisen in local textiles, the networking relations have been negatively 

affected as well. This has been the result of a quantitative decrease in subcontracting 

orders from large firms of towel and bathrobe producers to the other local 

producers. It should be stressed again here that due to the lack of clothing 

subcontractors particularly in the 1980s in Denizli, they had already developed 

skills to manage their clothing production with minimum outsourcing. The main 

change has happened in textile part of the production. With the increasing loom 

imports in the late 1980s and 1990s, triggered by state incentives which have 

provided foreign exchange allocations, most of these firms have been gradually 

coming to a point at which they could to a large extent supply their bathrobe fabrics 

for their clothing sections. Thus, in just a couple of years, they have attempted to 

internalise all this production in their establishments farming out only their peak 

jobs, instead of doing extensive subcontracting.

Nowadays. quuHty is perhaps the most important term in many of these firms 

lexicon, which is likely to be responsible for the decrease in their subcontracting 

relations with lower tier producers. This is partly because, as mentioned before, 

most of them have recently succeeded in working for higher value wholesalers and 

retailer chains in Western Europe and the USA. Equally, another thing has also 

increased the higher quality production. This is the creation of their own labels 

(with their own designs of course) for exports, considered to be the most difficult 

move for a Turkish textile producer in export markets so that even much larger and 

more experienced Bursa producers have reservations about it. With enormous self

When examining the chamber's records in 1994, there were as many as 750 producer firms or 
merchants (most o f  them in textiles) registered as exporters, however only 74 achieved actual textile
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confidence and bravery, only one firm has done this move so far, and its own 

labelled bathrobes have quickly reached over 10 per cent of the conventional part of 

its exports (as subcontractors of foreign firms) in 1995^f During the fieldwork, 

some other firms were also found in preparing to create their own labels as w e lf \

Under these circumstances, these producers are assuming to improve quality, 

through a strategy in which they decrease subcontracting orders and concentrate on 

their own production. Increasing their control over the final products is the most 

viable strategy at the moment. They also accept that with extensive subcontracting 

in Denizli. they could achieve to meet higher quality requirements but may need 

much more substantial organisation among (lower tier) subcontractors particularly 

small ones than it used to be. It is indicated that this often necessitates a higher level 

of supervision as well as retraining at least some of the small producers, helping 

those to have the right equipment and machinery. This option is not therefore 

preferable as long as they manage their production in their establishments with 

some subcontracting support of each other as well as of medium- sized firms. With 

docile labour and trade union, for the production of these goods, whose demand is 

fairly stable and not exposed to sudden fashion changes, this seem not to be difficult 

for them. Nevertheless the size of a large enterprise make a difference here. On the 

one hand, a few of the largest firms at the top appear somehow to manage in-house 

production without much difficulty thanks to their high capacities. At lower levels, 

other large firms with relatively limited capacities are likely to engage in more 

subcontracting, on the other.

The most successful medium-sized firms have also attempted to direct themselves 

to higher quality production, and shown a similar yet less effective tendency as 

large ones. Despite this, generally speaking, the main connections of many medium

sized firms in exports are still with low value wholesalers abroad for whom cost is 

the main concern. Thus extensive subcontracting with small producers for such 

exports appears to them to be the most viable strategy, although their amount of

exports.
Informant DPF06
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subcontracting orders seem not enough to feed all these small subcontractors whose 

numbers have been continuously increasing. However, this has not created a crisis 

since this demand vacuum in subcontracting left by large firms has been gradually 

filled by Istanbul clothing firms and merchants giving orders for the production of 

clothing-fabrics or home furnishing. This has consequently brought about a dilution 

in the solid towel and bathrobe production o f the town when new firms to an 

increasing degree have been attracted to this production in recent years'̂ ^%

Based on these changes throughout the export experiences of Denizli's textiles, it is 

clear that the network of textiles which has produced this remarkable development, 

has been in turn reshaped by this development itself. Presently Denizli does not 

have a close network of more or less symmetrical co-operative competitors as it was 

10 years ago, its main dynamism coming from small scale ex-artisan resettled in the 

town who developed a strong co-operative spirit for surviving. Nor is the current 

network the close circuit of firms in their trial and error process of exports, and in 

learning the new production and trade together. Now the network is much more 

loose and segmented with unequal degrees of power among firms, varying from 

very experienced magnates to tiny inexperienced ones. It is not a network bounded 

within its locality either. Instead the network is stretching itself beyond its physical 

boundaries and changing its almost self-contained structure. As we have just seen, 

for the firms at the top of the network (which has recently taken a pyramidal shape) 

there is a low degree of local dependency of their economic interests now. They are 

also somehow connecting themselves with more or less equivalent large firms in 

other places'^\ Meanwhile Istanbul's clothing producers and merchants with their 

abundant opportunities to offer may emerge as important candidates to determine 

the dynamics of Denizli’s textiles.

Denizli's upwardly mobile textile and clothing firms have mostly been directed by 

the first generation, the product of the close community relations. They are

Informants DPF04
For instance 80 per cents o f weaving and/or sewing firms set up until 1990 are in towel and 

bathrobes. This ratio sharply declined to around 52 percent for those established between 1990 and 
1995 (DCI records).
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generally artisan or small yam merchant or even waged workers in origin with little 

education, but they do still not forget where they come from. Nevertheless, the new 

generations especially those having education in the western countries, particularly 

the USA, which seems to be a new fashion for the new rich in Denizli) might have 

different attitude towards these local relations. Furthermore, a substantial number of 

newcomers seem not to have a close relationship with the network. This apparently 

brings different dimensions to the structure of Denizli’s textiles, possibly dragging 

it to a situation where more conventional capitalist relations would be more 

important than their kinship or townsmenship ties.

6.4 Local government and institutions
As examined in Appendix I-j^ as well as in the Bursa case, with the implementation 

of a metropolitan municipality system in a limited number of large and upper- 

medium-sized towns'^* in the new period by the central state, there has been a 

positive development on the way to creating active local governments in Turkey, 

although the success of this new system has not seemed to be totally convincing. 

Unlike Bursa where the population has been estimated to be over a million 

recently'^'\ much smaller Denizli (with one-fourth of Bursa’s p o p u l a t i o n h a s  not 

been included in the system. Its municipality thus has not taken advantage of budget 

increases nor of limited decentralisation that the new system has offered. 

Furthermore, the boundaries o f its ordinary municipality remain limited and cannot 

reach industrial areas (alongside the main roads) outside the town Under these 

circumstances, there has been not much room for the Denizli municipality to take an 

active role in matters regarding local economic development, apart from its 

traditional role in the local provision of services in its territory.

With the EGS they even set up a large textile company in the south-eastern Turkey 
The 15 largest towns in the countiy have been included in the system so far. In order to be eligible 

for a metropolitan municipality, a town must be o f  at least 350,000 people and match som e criteria 
in terms o f  economic development (SPO 1995).

According to the estimation o f  the SPO, Bursa's population within the municipality is 1,011,000  
in 1994 (SPO 1994).

In the same report mentioned in the footnote above, Denizli’s population in its municipality is 
241.000 in 1994 (SPO 1994).
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While the town has been booming, the municipality with its very limited budget i 01

has had great difficulty even to play this conventional role. In an interview, the

deputy Mayor'”" indicated

“The central state should understand that rapidly developing Denizli needs a 
metropolitan municipality and thus better budget. ...Problems are increasing with the 
development, but all our budget goes to our operational cost mainly personnel 
expenses”.

It is very hard to tell that there is a difference between chambers in these two towns. 

As in Bursa, the chamber of industry in Denizli seems to be just an organisation 

providing the main legal medium for industrial firms rather than an organisation 

emerging as an indispensable agent for local development. There is not any 

convincing evidence that it has functioned as providing technical, bureaucratic or 

strategic guidance to its members for their production and exports; or providing a 

platform for various interest groups like small firm associations or trade unions to 

co-operate each other. On the positive side, we should however mention the 

successful attempts of the chamber to take the first move and to prompt the state in 

the mid-1980s for the construction of the organised industrial zone which had been 

halted for a decade or so. The chamber is now preparing a project to set up another 

organised industrial zone, for which it tries to get state support. The other way in 

which the chamber is taking the lead in Denizli is that it has been lobbying the state 

for a while on the construction of an airport, to replace the current sub-standard one, 

located 70 km. away from the town'”' as well as on the modernisation of the railway 

connection with the Izmir seaport.

The chairman of the chamber in 1995 said that presiding over this organisation is “a 

burden” for an industrialist who is already occupied with his own business (Yeni 

Yiizyil 25 .luly 1995). in a chamber where the main tasks are generally bureaucratic 

routines (such as keeping member firm records, preparing official documents for the

Compared to metropolitan municipalities, the budgets o f  ordinary municipalities seem to be very 
low. For instance in 1994, total 2,716 (ordinary and metropolitan) municipalities’ share o f  the 
central state revenues was around 28 trillion TL. But 15 metropolitan municipalities received 
additional 21 trillion TL in the same year. (SPO 1995: 124-128).

Informant DOOl
At the moment there is a small airport on which only small aeroplanes can land, with twice-a- 

week air service to Istanbul. This airport actually began its service in the beginning o f  the 1990s.
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government), one could easily consider it in this way. The other side o f the coin, 

however, is different. As found in Bursa case, these chambers may enable their 

board of directors and in particular their chairpersons to be closer to the state. In 

other words, such positions in chambers might be stepping stones for ambitious 

businessmen to become local MPs and/or might bring other advantages to them 

such as incentives, or credits. Because of these advantages, taking control of the 

chamber of Industry in Denizli seems to be very important for the town's aspiring 

businessmen and to be conducive to tough competition and conflicts particularly 

among new tycoons in the town.

As a matter of fact, in the beginning of 1996, the chamber election brought an

intense competition among the new tycoons of Denizli and the chairman was

defeated by arguably the most successful and pompous textile producer in Denizli.

Since then, the new chairman'”̂ , in his occasional public appearances in Turkish

media, has already made grandiose and controversial remarks about the role of the

chamber and the future of Denizli:

“Now one organised industrial zone is not enough for Denizli. We will set up three 
more zone. ..In ten years Denizli will be not only the centre of textiles for Turkey but 
also of the world. I have projects about this" {Capital July 1996).

“We want every sector in Denizli... Especially automotive sector. ...For this, we plan 
to buy state lands surrounding Denizli and give them to industrialists. Even we plan 
to give them frQe"{Capital-Aegean October, 1996:63).

Despite the new chairman’s confidence, it is not clear at the moment if the chamber 

could take the lead and upgrade Denizli towards a more prosperous future. It is also 

not clear whether the chamber could contribute to the atmosphere of trust and 

collaborative spirit in the town. During the fieldwork, all small and medium-sized 

producers whom I have interviewed have indicated that, even if the chamber takes 

an active role in the future of Denizli, they would doubt that their (or large firms’) 

future is of the main concern. Later after the election, some of these firms have been 

re-contacted by telephone in 1996; and they complained about the increasing

As mentioned before, he is the one who left the polytechnic in Istanbul and came back to Denizli 
in 1980.



Chapter Six 288

personal interests and conflicts among textile and other sectors’ tycoons in the 

chamber'

In the meantime, the Denizli branch of MUSIAD, the Islamist-based voluntary 

business organisation, which aims to create local and national networks of 

businessmen on Islamist principles, has been set up in recent years. In line with the 

power concentration in the local economy this organisation has emerged as an 

alternative association particularly for religiously oriented small and medium-sized 

producers which may feel discontented in the local economy and in the chamber. In 

1995 there are 62 members of this association, 22 of them are engaged in textile and 

clothing: all of them are small and medium sized'®*’. This new organisation in 

Denizli, with the help of the general headquarters in Istanbul, appears to be active in 

providing business advise locally for the production and export activities o f its 

members which are all small and medium sized. Nevertheless, compared to its 

counterpart in Bursa these activities of the Denizli branch are more limited 

(MUSIAD-Activity Report 1995). For the time being, religious identity has not 

much challenged the current local identity, but it is very hard to forecast the future 

since this is also related to the future of Islamist ideology in Turkey. On the basis of 

the current political situation in the country, it seems probable that the more 

discontented and excluded small and medium-sized firms may pave the way to a 

stronger MUSIAD in the local economy of Denizli where its Sunni community has 

never weakened its religious identification.

Another organisation we should talk about here is the Cultural and Education 

Society o f  United People o f  Denizli {DEN-BIR, in its Turkish acronym). This 

organisation was founded in the late 1980s by some professionals and business 

people originally from the province of Denizli yet settled in other towns, notably in 

Istanbul. The main aim of the society is to create collaborative relationships among 

the “national Diaspora" of Denizli people in other parts of Turkey, and between 

them and those living in the province. Although the society is supposed to cover all

Informants DPF09, DPFI4 & DPFI5 
informant DO06
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people of Denizli origin, it basically targets a particular segment of this populace,

mostly businessmen and professionals: “

“Support us (DEN-BIR). If you know any province-man who is a doctor, 
academician, engineer, state officer, industrialist, merchant (in Istanbul), inform us 
Let us strengthen the co-operation, solidarity between businessmen and professionals 
in Denizli and their equivalent province-men in Istanbul” (Den-Bir 1995:10)

The main effect of this organisation is actually the expansion of the geographical 

boundaries of the co-operation in Denizli to other places, mainly to Istanbul. This 

co-operation seems to be helpful in business terms, particularly for the medium

sized textile firms in Denizli which have recently increased their subcontracting 

connections with firms in Istanbul'®’. It has also functioned as presenting the 

character of the province in a form which exhibits its overall strength and 

significance and its people's brightness, mostly in reinventing, and reshaping the 

past and present. This is generally done with some myths or sometimes with 

illogical mystification. Some examples are as follows. Denizli is defined as “God’s 

gift to the world, beautiful like heaven”, which has been the place of people who 

have been “very clever, sharp, entrepreneurial, persevering, vigilant” for centuries 

(Aksit 1993:12. Karatas 1993:8. Zorlu 1993:6). Because of these characteristics, “it 

would have been possible to forecast even in the 17th century that Denizli would 

develop like a Japanese model" (Karatas 1992: 177). It is also stated that, Denizli 

people have mastered many artisanal activities for centuries, according to alleged 

“historical records", an Italian even learnt paper production in Denizli in the Seljuk 

Empire, and taught this in his country (Karatas 1993:8, Zorlu 1993:12). Without any 

convincing evidence, the Den-Bir's chairman and another member assert that some 

historical (medieval) figures of Anatolian Turkey were actually from Denizli, 

contrary to widespread beliefs in the country (Karatas 1993:12-13, Makal 1993:37- 

38). The chairman, who is basically an academic in the Department of Management, 

at the Istanbul University even dare to assert that “Denizli has produced a scientist 

who falsified the theories ofNevton(sic) and Einstein” (Karatas 1993:13).

'' Informant DO02 & DO03
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6.5 State incentives and financial credits in Denizli s textile and clothing 

industry

The chairman of Den-Bir also claims that “Denizli has managed to develop by itself

without any state support” (Karatas 1994: 174). Interestingly, this is also the claim

of many medium-sized and large producers I have come across during the fieldwork

in Denizli in the summer 1995. Nevertheless, while they are saying so, many of

them are actually enjoying state incentives. The unpublished data of

Undersecretariat o f  Treasury dated 30th of June 1995 shows that Denizli textile and

clothing producers are holding 64 investment incentives out of 339 in the country or

new investments or modernisation of their establishments. This is the second

highest figure after Istanbul where 83 producers were being supported by the state.

Even Bursa's textile producers had only 50 investment incentive certificates. In a

similar vein, there were over 70 direct textile and clothing exporters in Denizli with

exporter certificates which allowed them to benefit from export incentives in

] 9 9 5 This paradoxical situation can also be found in media stories. The following

example is apparently a total fabrication of the actual situation:

“ ...'In this city  w hatever you see has been m ade by private sector i t s e l f ,  the 
chairman o f  D en izli Cham ber o f  Industry says'...(in  p re-1980) D en iz li's
entrepreneurs did not get any incentive ... thus they all gathered and estab lished  
several firm s in this period, w hich w as a tim e o f  reaction against the state. ...D en izli 
pre-1980 has not got any incentive (either)... W ithout any sin g le  lira o f  state 
incentive or credits they have created a m odel town {PoM’e i\  February 1995).

Apart from this extreme case, there are other examples which show confusion, 

probably stemming from the fast construction of stories in a journalistic fashion. For 

instance, a report on Denizli in a newspaper first repeats the cliche that 'Denizli has 

managed to grow without any support of the state’, yet simultaneously in another 

paragraph it says “state incentives in the 1970s were the main stimulus o f the first 

industrialisation efforts"(Tc/i/ Yuzyil 25 July 1995). Another monthly economy 

magazine publishes an interview with the (current) chairman of the Chamber of 

Industry in which he first says “not only but other producers have not got any 

incentive either” then later on in the same interview he also tells us “we cannot deny

Based on Denizli Chamber o f Commerce, Denizli Exporters Union and Denizli branch o f  
Pamukbank records.
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Ozal’s'°'̂  incentives to exports; without them, we (Denizli) could not have been in 

this situation now” {Capital July 1996). In another issue of the same magazine, 

during an interview with another Denizli tycoon, after this classical negative attitude 

to state supports, he indicates later on that he achieved one o f the highest value 

incentive certificates for investment in 1996 (at 7 trillion TL, approximately 11 

million US dollars) {Capital, March 1996).

Respondents in my interviews seem not to have denied their own individual

situations (when they were asked about their individual situation vis-à-vis

incentives) if they were getting any. Perhaps, this blurred situation may be seen as

another instance of such reconstructing attempts of their local identity and image by

some successful and confident men who want to underline their self-made success.

It was clear during the interviews that these men actually appear not to have

accorded much credit to the state incentives, but more to their own abilities.

“When the state began the export era. They did not come to us and say ‘alright I am 
going to help you to be exporters’. They instead went to the industrial lords of the 
country in Istanbul. Under these circumstances, Denizli created its success by itself. 
When we were at very critical stages there was no support. Then later, when we were 
developing, we were of course getting our share in incentives...The success is 
Denizli's, and Denizli’s talented and hard-working entrepreneurs. ...These incentives 
have been there for people in other provinces as well. They have not used them but 
we have. 1 ' 0"

" I accept what you are saying. 1 have incentives. Right. But they do not change the 
reality. This is the thing we have built for ourselves, not the state for us. If we did not 
get these incentives, what would have happened? I will tell you the answer: we might 
have been only one or two years behind our present wealth.' '

“What has the state done? Have they said, these guys in Denizli are doing well in 
exports, lets make their roads better or construct an airport or modernise their 
customs control with updated equipment. None of them...We have not got any 
special benefits'

Surely Denizli producers have a point. Nobody can deny their extraordinary success 

in export markets. Equally, however, they appear to underestimate state supports. 

Despite their under-achievement until the late 1980s, Denizli, as we have seen in 

chapter three, is one of local textile localities which have benefited most from these

' Turgut Ozal, as we know, who was the main architect o f  the export oriented programme. 
"" Informant DPF03 

informant DO06
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investment incentives, even more than Bursa’s one. During this period, many 

upwardly mobile firms have been likely to take some advantage of them. In Denizli, 

which has been still considered to be not a “developed” but a “normal” province, 

firms, irrespective of where they are located, can benefit from these incentives, 

provided their investment projects meet the criteria of investment schemes. This 

meant that even ambitious relatively small firms in Denizli (unlike their 

counterparts in Bursa) could have taken advantage of a decrease in the minimum 

investment threshold for these certificates in the beginning of the 1990s" \  It is also 

interesting to note that there is high correlation between upgrading of the sector in 

export markets, the construction of new buildings in the OIZ and these incentives, 

off which charges occurred in the 1990s. Similarly, direct exporters have also been 

likely to enjoy export credits especially since the second half of the 1980s, when 

they started to create their own export markets. In the beginning of the 1990s in co

operation with textile producers in other towns they established their trade firm (and 

later on their bank in 1996) which could get subsidised credits at cheaper rates and 

for longer maturity period, using the advantages of economies of scale. During the 

fieldwork, it was reported by several bank managers that Denizli has become one of 

the most important places in the country for using subsidised export credits in 

foreign exchange, associated with intense competition among private banks

6.6 Wages, unions and labour in Denizli’s textile and clothing industry

6.6.1 Statistical overview
According to Appendix II-Table 6A.4 which shows real wages in the form of 

earnings"’’ in Denizli establishments with 10 or more workers, real wages in private 

textile and clothing industry have increased since the mid-1980s. But this increase 

level has been much below those in Bursa’s textiles and the country’s average. For 

instance, in 1988. just before the new campaign of industrial actions which

"■ Informant DPF05
" ’ for instance in 1991 the minimum threshold was about 600,000 US dollars and in 1995 130,000 
US dollars.
"■* Informants DBOl & DB02. This is also reported by the Turkish economy media {Capital July 
1996).

As we have indicated earlier, real wages are in these statistics are in the form o f  earnings, i.e. 
they include wages and overtime bonuses and premiums, social benefits but exclude employer’s 
social security expenditures, severance payments and the contributions o f  employers to some funds.
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unleashed wage increases in the country, real wages in Turkish textile and clothing 

industry exceeded those in Denizli by 46 per cent. This gap widened later, reaching 

96 per cent in 1991. Similarly, real wages in Bursa in 1988 were just 44 per cent 

more than those in Denizli while the ratio jumped to 120 per cent in 1991. Later on 

however these gaps slightly decreased.

This limited wage increase in Denizli’s private textile and clothing industry, 

amounting to 35 per cent between 1988 and 1993, was easily offset by labour 

productivity gains in the form of value added per employee which appear to stem 

from modern machinery investments mostly by large and medium sized firms in the 

same period, as seen earlier. In fact, there was a 60 per cent real labour productivity 

growth between 1988 and 1993 in the industry. When we consider the whole export 

period which started in 1980, we can see that labour productivity gains were even 

more satisfactory for the textile industrialist in Denizli, growing sharply by 113 per 

cent between 1979 and 1993, clearly outpacing the real wage increase which 

accounted only for 25 per cent in the same period. In other words, despite an 

increase in real wages, their share of real value added shrank: In 1993 the share of 

real wages in value added per worker in Bursa’s textile and clothing industry was 45 

per cent higher than that of Denizli.

On the other hand, after a decline in real wages until 1987 there has been 

unsurprisingly a striking development in terms of real wages for the state textile 

factory in Denizli. In 1993 an average employee in this state factory earned nearly 

four times more than an average private textile and clothing worker, thus they have 

become the workers that private counterparts have envied. With these rocketing 

wages, not accompanied by labour productivity growth the state factory were faced 

with the fact that wages per worker exceeded value added per worker in 1993.

Based on the Table 7.2. Appendix 11-Table 6A.2 & Appendix 11-Table 6A.3.
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When considering real wages in the second most important industrial group, 

fabricated metal products, machinery industries (SITC 38)"’, we can see that this 

group of workers have also been pad much less, than their counterparts in Bursa: the 

former could only earn half of the latter’s wages in 1993. It may be noted here that 

real wages in this sector of Denizli seem to have been slightly less than in Bursa’s 

textiles in this period, while they were on average 40 per cent more than Denizli’s 

textiles in the 1980s; and they increased up to 60 per cent in recent years.

6.6.2 A mild climate in industrial relations
Unlike the local textile industry of Bursa, Denizli’s textiles have not had a strong 

tradition of unionism (nor has any other industry in Denizli), although a textile 

union was established as early as in the 1950s just after the foundation o f the state 

textile industry there. Since its setting up, the union indeed has mostly been limited 

to the state factory of Denizli: private textile firms have hardly had any experience 

of it. Furthermore, there has seemed not to be that aggressive competition between 

unions which we have seen in Bursa. Thus the climate in industrial relations has 

usually been as relatively mild as a private textile entrepreneur could wish for.

When its brethren in Bursa were back to business with strong demands, particularly 

in the late 1980s, and later when they have found themselves in intense struggle, the 

only textile union in Denizli (which became a member of TEK-SIF in the early 

1960s) passed these years quietly. With around 300 members, it appears to have 

been too weak to stand up for the rights of Denizli’s workers in the late 1980s. 

Although since then their members have also increased to around 1,000 and tried to 

increase their activity, the situation does not seem to change much. In the face of a 

weak and mild unionisation, (without strikes and industrial actions), Denizli 

employees had no need to resort to massive layoffs, fire and rehire stratagems or 

setting up paper firms to immobilise unions. Nor has any sharp increase in real 

wages (as happened in Bursa's textiles; at least for private textile industry), 

provoked employees to act.

According to the SITC classification, this industry is called manufacture o f  fa b r ica te d  metal 
products, machinery and ecpiipment, transportation vehicles, scientific and  professional measuring  
and controlling ecpiipment. In Denizli however there is no any transport equipment industry
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It should be noted at the beginning of the analysis that there is a certain difference in

terms of the nature of wages in two towns, likely to reflect by their different

experiences in trade union activities. In Bursa, due to the presence of dynamic and

aggressive trade unions for a considerable period, social and fringe benefits

alongside basic wages, have traditionally constituted an important focus of the

industrial conflicts at least for a lot of the firms and workers. By contrast, in Denizli

where there has been a lack of such experience, social wages have rarely appeared

as an issue in industrial relations, while basic wages have been the primary concern

of workers. The chairman of the union said"’:

“...most of the workers think straightforwardly: how much are they getting every 
month? They need one word for this question. That is it. Instead of paying attention
to complicated accounts of other benefits in cash or kinds Even some of them do
not think about very crucial long term things, such as severance pay. When they find 
better job where the monthly (basic) wage is good, they might leave the Job 
immediately. (Thus) they foolishly throw away their severance payments. We want 
to change all these things here. We want to educate and give a bit of consciousness to 
them about these points.”

Who are these workers who may even ignore such important social benefits as 

severance payments?. As we saw in chapter four, Denizli is one of the provinces 

with the highest ratio of female workers. Based on population censuses, we can say 

that while 46 per cent of textile and clothing employees were female in 1980, this 

ratio reached 52 per cent in 1990. when the same ratio for Bursa was only 40 per 

cent. Denizli's women workers have generally been concentrated in medium-size 

and large firms. It is interesting to note that the majority of these female workers 

come from villages around firms which have been located along two main roads and 

in the organised industrial zone outside Denizli. Particularly young girls from these 

villages have constituted a significant number of workers of these firms. Some of 

them just work until they get married, some of them still continue after their 

marriage. Generally these female workers appear to be very docile, mostly unaware

Generally fuel pay, meals, transportation, holiday pay, family, children and education allowances 
and birth, death, marriage allowances in cash or in kind, as well as nursing facilities.
"" Informant DTUOl
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of their legal rights, content with their basic wages and thus highly preferable for 

entrepreneurs.

Clothing production (mostly of bathrobes) has been the main e m p lo y ^  all female 

workers and there they have constituted virtually all the workforce. But there a 

substantial number of female workers even in textile production, although it is still 

slightly male dominated. Unlike Bursa, Denizli entrepreneurs have not had much 

difficulty employing women in the three-shift-work of textiles. First of all, 

particularly female workers from nearby villages are most likely to live with their 

families which help to sort out possible inconvenience created by the 

shift-work. In addition, in a rather homogenous community, husbands, fathers or 

brothers seem to feel more tolerant and to some extent allow their wives, daughters 

and sisters to work at non-social hours in factories they know (they even know their 

bosses individually in some cases), provided the family work is not at risk'"".

In terms of male employees Denizli textiles also stands in a different position from 

Bursa. Very fast social transformation in Denizli hides a clear cut division between 

bosses and workers. Bosses “who have climbed the social ladder have remained 

attached to their past when they themselves were small entrepreneurs or even 

workers" (Isik & Pinarcioglu 1996:68). It is indeed possible to see bosses have their 

meals with workers or even some cases in medium-sized firms working with the 

labourers they have hired. In the eyes of workers, they have become rich but their 

essence has to some extent remained the same. These successful bosses, particularly 

those who used to be workers, also constitute a very good role model especially for 

male workers which have deep ambitions to become at least a small entrepreneurs 

in the thriving businesses of Denizli. This peculiar nature of the industry may block 

the emergence of sharp conflicts between bosses and male workers'"'

Not only male workers but also female workers could be aspiring to upward 

mobility In Denizli. 1 indicated before that In recent years, there has been a move

Informants DEOl, DE02, DE03, DE06, DE07 & E08 
Informants DEO I, DE02, DE03 & DE04
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towards high quality production in which more skilled clothing production (in 

relatively difficult models of bathrobes and other core clothing items) is especially 

important. This transition has brought problems in Denizli's textile and clothing 

production since it has not had substantial working knowledge in clothing apart 

from women's handiwork ability. In such a situation, female workers who can cut 

and sew better have come to the fore: they are well paid and become the main 

source of friction between firms because of their tendency to transfer from firm to 

firm '-\

There seem to be two sorts of entrepreneurs in terms of their attitudes towards 

unionisation. A very small group of medium-sized and large producers do not much 

worry about unionisation in Denizli provided they can co-operate with the union. 

Among them, there is only one large firm which has been already unionised with its 

own consent and workers there have used their right to enter collective bargaining 

agreements'"'. Interestingly, they have appeared to create a rather smooth 

relationship in which both can benefit. Perhaps, the most important benefit of the 

union to the firm has been to minimise the transfer of skilled employees from the 

town to other firms which may be enthusiastic to pay more, since it is the most 

developed clothing firm with some highly skilled clothing workers that the other 

firms envy. In addition, the trade union has appeared to be sensitive to the 

productivity and profitability of the firm. The union’s wage demand has mostly 

been indexed to the productivity and profitability gains. The union has tried to 

motivate workers to work efficiently to increase their wages. Surprisingly, there is 

no big difference between unionised workers in this firm and non-unionised in other 

firms as far as basic wages are concerned. But the former benefit from social wages 

and benefits (i.e. fuel pay during the winter, bonuses and allowances such as for 

marriage and birth).

Despite this reasonable picture, most of the other firms seem to be very sceptical 

and they still believe that this is a new tactic of the union against them. They also

Informants DE06, DE07& DE08 
Informants DPF03
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believe that the best option for them is not to have any relation with the union 

wha t so ev e r ' Wh a t  makes them particularly furious against unionisation in Denizli 

is largely related to the peculiar nature o f unemployment. Unlike Bursa. Denizli’s 

textiles entrepreneurs have not been lucky enough to find a quick turnover of 

workers in their province where there has not been significant unemployment' 

Thanks to the blossoming of new establishments in recent years it is even possible 

to talk about a slight labour shortage. Under these circumstances, if the union is 

successful, they think, it would bring detrimental effects for the industry. The only 

solution when there is such a “problem” would be for them to shut down the main 

part of the production, and continue it through subcontracting. Nevertheless, this is 

not an easy option, particularly for large firms which have been engaged in high 

quality production for some time. It is reported that there are not many small firms 

with which a large firm can sustain such subcontracting relations. Thus, particularly 

large firms which have become seemingly less flexible in-house producers will be 

likely to "defend” themselves against unionisation attempts at any cost.

1 can give a recent example about this which just appeared in 1996 (after my 

fieldwork) when another textile union, Tekstil-Is -an affiliate of DISK), tried to 

enter Denizli's textiles. During the unionisation attempts of the new trade union in 

one of the largest firms in the town, the boss furiously sent a ghastly letter to all 

female employees, threatening them, if they entered the union, that this would be 

the end of their honour and chastity. In a traditionally paternalistic community, 

these are the values that are fatally important for those women and girls. This letter, 

whose original copy and translation given in Appendix I-Q, also intimidates those

Some examples can be give as follows:
“ O f course. 1 do not believe, they have already changed. Three four years ago, they wanted 

astronomical wages that we could not afford. What happened now. ...They changed their strategy, 
showing themselves they become lambs. But there is no way that a w olf cannot turn to be a lamb. 1 
do not buy it" (Informant DPF09 ).

“If the union make Denizli’s textiles unionised, Denizli’s progress would be finished. Look at Bursa 
and Adana, unions destroyed many firms there. We should gather and never allow the union in our 
establishments, if my worker becomes a member o f the union, I would regard this as total betrayal.” 
(Informant DPF13).

According to the population census in 1990, only 1.8 per cent o f the population over 12 years old 
indicated themselves as unemployed, unlike in Bursa where there was 7.4 per cent.
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female workers, drawing a parallel between becoming a union member and a 

vicious terrorist.

As in Bursa, small firms in Denizli have been living in an environment which is 

unaffected by union activity. In small weaving workshops, mainly located in the 

north edge of the town, the workforce are exclusively male and the féminisation of 

labour here is not an issue to which these firms could pay attention because the 

working conditions there are considered to be quite tough for Turkish women to 

take part in. The role of women in the production of textiles in these firms unlike 

Bursa is not in the form of unpaid family workers either since (the town of) Denizli 

does not have much mixed residential and textile property. Unpaid female workers 

have been'"^’ in fact the common practice in artisanal textile districts, the main 

workers who help work at different levels. In these firms the male workforce are 

overwhelmingly uninsured temporary workers mostly composed of new migrants in 

the town who get cash-in hand money. Another uninsured source is small clothing 

firms disseminated in the town where the workforce is exclusively women who 

appear to be mostly migrants learning bathrobe or other clothing production and 

working temporarily there

There were 3,780 unpaid family workers in Bursa’s textiles, 2,450 o f  them were women in 1990 
(S /S  Population Census: Bursa, 1990).

Informants 3TU0I & DE12
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Conclusion

So far we have drawn a picture of substantial socio-spatial changes in the Turkish

textile and clothing industry in general, and in the local sectors o f Bursa and Denizli in

particular. In the retrospective part of the picture, what we have just seen is that the

Turkish state, especially in the beginning, functioned as almost a lone actor in creating

and shaping the industry whose development was urgently needed by the masses in the

country. In the 1950s, the first main step in the development of the private industry

occurred thanks to the support of the state and an increasing domestic demand for

private textile products with much more vivid and attractive colours, compared to the

state factories’ cheap, functional an_̂  dull-coloured textiles. In the beginning of the

1960s. taking advantage of the previous period, some producers as well as merchants

had succeeded in their first substantial capital accumulation. Then, the new period of

the planning-based import substitution offered them new opportunities, supporting

private investments in large capital intensive fibre-yam and dyeing sectors. These were

in accordance with the raison d ’être of the strategy which targeted the national

economy to produce the very manufactures hitherto imported. Conversely, by the same 
c\<?VV\\

logic was not much the target of the state. It was mainly labour intensive industry 

organised in small and medium-sized firms did not appear as an important nor as an 

attractive sector in this period.

In the period up to 1980, private textiles in Turkey were concentrated in four provinces, 

(Istanbul. Adana, Bursa and Izmir) in terms of the number of establishments, the 

number of employees and value added. In addition to these most developed places in 

the country, the industry however seems to have stirred in some less developed 

provinces thanks to the planning period’s incentives and the direct and indirect effects 

of the state textile factories which had already been established. In fact, the state always 

paid attention to investment in these less developed parts of the country among which it 

mostly selected provinces with important artisanal textile activities or even provinces 

without such a substantial activity but close to the textile centres of the country. We
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have seen that these state factories apparently helped those places develop their private 

industry, providing continuous yam supply, creating a substantial number of key 

managerial, technical staff and skilled workers, many of whom were then recruited by 

private firms. They also transferred their old machinery to private firms.

In this period, Bursa and Denizli had strikingly different experiences. As we have just 

seen, Bursa emerged as an important place in the inward-oriented national economy 

during the period between 1940 and 1980. After the demise of the factory-based and 

export-oriented silk reeling activity, Bursa, with state supports and its heritage of local 

entrepreneurial vigour, quickly adapted itself to new economic conditions. In the late 

1930s, the new Turkish state established two textile factories, (in rayon and wool 

textiles) there in order to meet domestic demand. Particularly, the rayon yarn factory 

laid the base of another major wave of investment in the local economy, providing 

rayon yarns (artificial silk) for small weavers who had used silk yams. The wool factory 

however, did not have the same effect on textile producers of Bursa who never had an 

experience with wool. Additionally there were limited silk textiles and towel 

production on the margin.

With this state support (through machinery and skilled labour and personnel transfer 

and the supply of yarn), Bursa directed itself to a new period with strong inward- 

orientation via Istanbul. Starting from the 1950s, some small producers who managed 

to accumulate enough capital thus began to establish their wholesale or retail units in 

Istanbul and to give subcontracting requests to other small producers. This new set of 

merchant activities seems to have provided those producers with a quicker growth. In 

the meantime, the first Turkish industrial zone was established in Bursa by the state in 

co-ordination with the local Chamber of Commerce and Industry. This zone definitely 

increased the chance of Bursa among other towns to bid for large factories in textiles 

and even other sectors: those which were decided as priorities to meet the demands of 

the society in the import substitution period. Thus, when Turkey approached the 1980s, 

with its textile, automotive and, to a lesser extent, fabricated metal and machinery and
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equipment industries, Bursa was already one of the most industrialised towns of the 

country.

In contrast, Denizli, as an underachiever, witnessed a different experience in its 

traditional cotton-based textile production. The establishment of a state textile factory 

was the first major development. The second step in the development o f Denizli 

happened in the beginning of the 1970s, when Denizli was formally accepted as an 

underdeveloped place, designated as province having priority for industrialisation by 

the state. Through this scheme, the state supported private producers to set up the first 

modem factories in several sectors in the province. In the meantime, multi-partner 

workers (or people's) enterprises started to be established in the country in a scheme 

which aimed initially at the development of the backward regions. But later in the 

1970s it aimed at coping with the problems which Turkish emigrant workers would 

face abroad due to plant closures and job losses by the oil shock. Denizli o f course 

benefited from such enterprises, generally founded by Turkish workers abroad (it 

should be remembered here that important numbers of workers had gone to West 

Europe from Denizli). Although these firms in several sectors were not very successful 

(i.e. most of them were closed down or faced local acquisition), this was a success in 

the sense that they brought new capital stock, technology and know-how to Denizli as 

well as encouraged local entrepreneurialship. It is better to recall that the primary focus 

in all these investments was not textiles but more capital intensive sectors, particularly 

various metal industries. Nevertheless, even the limited investments in textiles were, in 

the years to come, to set up a base for the development of the sector in the later period 

and for the evolution of the labour force.

When approaching the 1980s, Bursa's textile production, mostly synthetic-based 

textiles, already took the shape of an industry with a pyramidal order. At the top of the 

pyramid, were some large polyester and nylon yarn factories, which were established 

starting from the 1960s and provided most of these kinds of yarn production not only of 

the town but of the country. These firms gradually created a de facto cartel and
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controlled the prices of those kinds of yams (which started to replace rayon yams 

whose domestic supply was limited for the town’s growing business during the import 

substitution period). They also promoted the use of those yams by giving 

subcontracting orders to weaving firms to produce fabric for the national market. They 

controlled not only yam prices but also the prices paid to small subcontractors. 

Following these yam firms at a lower level, there were some medium-sized dyeing 

firms, which also played their parts in subcontracting in order to make their factories 

work at better capacity and enjoyed the lucrative trade in finished fabrics. They were 

also accompanied by some merchants who were actively involved in textile trade and 

subcontracting activities between Istanbul and Bursa as well as some relatively better- 

off weavers who could either work for themselves or give subcontracting orders to 

smaller firms. At the bottom of the pyramid, were over a thousand small weaving firms 

which worked as subcontractors.

This spatially clustered and sectorally specified pyramid was apparently a very 

articulated system for the production of fabrics directed to the national market; and this 

seems to have been in the form of a power-based network in which large firms could 

establish their control. Nonetheless, we have seen that these relations might be . 

network-like but not an exact network, recalling that a network is a set of long term 

interdependent relations in which benefits and burdens are shared, and staying in the 

network is better than exiting. In fact, these relations in a cluster might be a long term 

kind and. to some extent, interdependent among some producers at the upper part of the 

pyramid. In contrast, subcontracting relations of the small subcontractors at the bottom 

of the pyramid seem to have been of dependent and coercive kinds in which those with 

barely enough means to live by themselves, improve their subsistence level positions or 

receive support from the rest of the system.

In contrast. Denizli did not a strong hierarchical structure in its textile industry,
jF - '

instead/Experienced co-operative competition among firms. There was no de facto

cartel nor coercive subcontracting relations. There was a instead Q symmetrical
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development accompanied with mutual trust which resulted in several co-operative 

organisations and multi-partner firms set up by workers and producers. But, in the 

meantime there was a much less articulated cluster compared to that o f Bursa. Despite 

some development efforts in the 1970s, Denizli's textile production still appears to 

have been not, more than a loose and underdeveloped cluster of small and family 

weavers, producing a couple of products (mainly various cotton fabrics for clothing, 

some home furnishing products and towels) for the national market through merchants. 

They could hardly improve their positions mostly at the level of subsistence; and their 

co-operation was part of a survival strategy in which the basic aim was not to be 

squeezed out of the market.

Furthermore, while Bursa was a place where the demographic conditions continuously 

changed and became one of the most attractive targets of migration in the country, 

Denizli did not experience important migration from other parts of the country or from 

abroad. Instead, its population remained homogeneous, while it became the source of 

migration to richer provinces in the country (particularly to Istanbul) and abroad. What 

we have seen in this case is that textile and clothing producers in this town were mainly 

from a small and poor district in the province where there was a long tradition of artisan 

weaving. In fact, it seems that the homogeneity and common background in Denizli 

helped the development of this co-operative spirit.

The 1980s witnessed a substantial change in the country and in both towns with the 

introduction of a stabilisation programme to curb domestic demand, reduce trade 

deficits and to improve resource use as a reaction to the severe debt crisis, accompanied 

by a recession in the late 1970s. This programme brought a change in the strategy of the 

state from an inward oriented state-led development to a market-based and an export 

oriented strategy in accordance with the demands of international creditors. In fact, 

measures were taken to reduce the size of the sector including steps towards 

privatisation. Nevertheless, unsuccessful attempts for privatisation and the loss of 

interest of the state in its factories have brought about a severe crisis for state textile
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firms suffering from their technologically outdated structures and mismanagement. In 

contrast, private textiles and clothing have been literally at "take-off thanks to the 

export promotion. One of the most important aspects of this development is that this 

boom in exports has been much more the result of the indigenous development of the 

private textile and clothing industry (through subcontracting activities for wholesalers 

or retailer chains or some firms abroad) than the activities of foreign firms which 

migrated to Turkey. Indeed, as we have seen in Chapter 3, foreign investment in textile 

and clothing in Turkey has been very limited. Another important aspect is a change in 

the relative importance of the subsectors within the industry. In the new period, the 

clothing (not textile) part of production has better comparative advantage, more 

opportunities in subcontracting, and more value-added and thus has appeared as the 

prime part of the sector.

We have also seen that, although the biggest four provinces in terms of textile and 

clothing industry have still been the most important provinces, they have faced a 

decline in their share in the country’s textile and clothing production in terms of 

number of establisliments, employees and value added since the 1980s. In contrast, the 

share of some provinces in the periphery which had stirred in the 1970s has risen. 

Among these provinces. Denizli in the west (Aegean region) and Gaziantep in the 

south-east have appeared as the most successful textile and clothing places or, in other 

words, as most successful of the so-called Anatolian Tigers, escaping the state’s 

tutelage in local development.

Denizli has been the first and most important Anatolian Tiger with its unprecedented 

and spontaneous growth thanks to export activities taking advantage of global and 

national restructuring in the last two decades. At the outset, a few medium sized firms 

in the town, which had faced a moderate growth during the 1970s, entered into 

subcontracting agreements thanks to their entrepreneurial talents (particularly for the 

production of towels and bathrobes). Organising small producers and other medium 

sized firms so as to carry out production according to specifications provided by firms
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offering subcontracting, these firms quickly seized this chance, and initiated an 

unprecedented local development. Struggling to maintain a customer base by cost 

reduction, these firms managed to establish local interfirm linkages by capacity 

subcontracting, engaging in similar work in order to farm out their overflow of work to 

the smaller producers, as well as by specialised subcontracting in different but 

complementary production. The consolidation of mutual trust among the textile 

producers was the crucial factor in producing and reproducing sustained competitive
0|cK  ̂Cv£.

collaboration, thus these linkages through which they succeeded could relatively high 

standards of quality. This helped them to ensure relatively favoured subcontractor status 

with their client firms, based particularly in Europe and the USA.

Bursa's textile and clothing industry which had already been developed in the inward- 

oriented structure up to the 1980s has also made a substantial effort for exports without 

ruling out opportunities that the domestic market has still offered (albeit limited, 

compared to the export markets). These exports were basically yams in the beginning. 

But they have quickly lost their importance against other export categories, which have 

had more comparative advantage, such as finished fabrics and home furnishing and, to 

some extent, garments. This shift has seemed to urge many textile-based firms to 

integrate themselves forward (from yarns towards clothing production). One can argue 

that there would have been another chance for them besides integration: local 

subcontracting relations with small producers. Nevertheless, the very outdated 

technology in these small producers offered little to those firms which wanted to 

upgrade their low value exports. In the meantime, the trade liberalisation has brought a 

sharp increase in raw fabric imports from the Far East or South East Asia at competitive 

prices. Thus, clothing and dyeing firms which have been still dependent on the supply 

of raw fabrics in Bursa and Istanbul have now had more choices. As we saw in Chapter 

5, a decline in subcontracting volumes and subcontracting rates has thus resulted in the 

squeezing of many small weavers from the market.
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The power-based network-like structure in Bursa’s textiles thus started to dissolve in 

this period while large firms (even medium-sized firms depending on their capacity) 

have evolved into semi and fully integrated firms. On the examination of the largest 

firms, there have been recently a low degree of production interdependence in the local 

economies. At a lower level, there have been some other semi-integrated large firms 

that have more subcontracting relations, compared to the fully integrated ones. In both 

groups which have been the main direct exporters of Bursa, the basic strategy is now to 

continue their in-house production as much as possible and follow a passive and limited 

flexibility by simply responding to outside pressures from customers when needed. 

Although the climate in Bursa seems to be in favour of vertical integration, many other 

medium-sized and small firms have had to create local subcontracting relations to 

continue their production. Present subcontracting relations have not been a single type 

as they were until the 1980s. Now they range from extremely power-based, in which 

there is an absolute winner-loser relationship, to a relatively more egalitarian form in 

which subcontractors are also able to search in order to increase their benefits from 

subcontracting or even go beyond the boundaries of subcontracting. Moreover, Bursa’s 

textile and clothing production seems to be in transition from an industry with several 

final products to one with various different products.

What we have seen in Denizli is that the driving force behind the unprecedented 

development in the town's textile and clothing production is highly dynamic small and 

medium-sized firms and their relations based on mutual trust. These relations, which 

had been part of a survival strategy of artisans under the conditions of poor local 

economy in the previous period, have reproduced themselves and become a cement of 

the transformation in Denizli in the new period. In fact, during this period, they have 

succeeded in constituting a co-operative competitive network of small and medium

sized firm mostly for the export markets. Based on these changes, throughout the export 

experiences of Denizli's textiles, however, it is possible to say that the network of 

textiles which has produced this remarkable development, has been in turn reshaped by 

this development itself.
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First of all, economic power distribution in Denizli has been continuously reshaped. 

Although the growth of local textiles, generally speaking, has been attributable to small 

and medium-scale firms, the development process that these firms have been through in 

the town has normally transformed their scale as well. What is important here is that 

this transformation has largely not been a symmetrical one. Depending on the different 

experiences of success, these firms have evolved to different scales. In particular, some 

of them have evolved into very large firms so that the transformation eventually has 

swung to the concentration of economic power in the hands of a few producers who 

took advantage of privileged positions as the initiators of local transformation. It can be 

observed in Denizli at the moment that there has been the emergence of vertical 

integration tendencies as well as a decrease in local subcontracting relations.

What this also implies is that the social basis of Denizli's success has got narrower with 

the diversification of degrees of control over the market particularly for small firms. 

Although the remarkable development in local textiles has also attracted a large number 

of small firms, newcomers to the world of hopes, with daydreams of social climbing by 

trying to seize the opportunities the town offered, their future does not seem to be as 

bright as they think. Furthermore, the current network is not bounded within its locality. 

Large and upper-medium-sized firms in the network which has taken a pyramidal shape 

have a low degree of local dependency now; thus they have connected themselves with 

or more or less equivalent firms in other places, creating another network for 

manufacturing, exports, imports as well as financial matters. There are also signs that 

the population homogeneity of Denizli is under threat with growing migration and a 

substantial number of newcomer producers seem not to have a close social relationship 

with the production network which has owed its success to the very common social and 

cultural backgrounds of producers.

At this point, one should consider a possible change of importance from kinship or 

townsmenship relations to more “conventional” capitalist relations when the second



Chapter Seven 309

generations of successful producers, educated abroad, will come to the management 

positions in the near future. Additionally, as in Bursa (but not at the same level), 

Denizli’s textile and clothing industry has also tried to diversify its product base. In a 

nutshell, the current network is not the close localised circuit of producers with more or 

less equal powers lubricated with their very close social and cultural even kinship ties 

and very high mutual trust, who produce just a couple of products. It is now the 

network which is much more loose and segmented with unequal degrees o f power and 

with rising suspicion among firms; it is a network which is stretching itself beyond its 

local boundaries due to the strategies of larger firms; and simultaneously it is also a 

network trying to diversify its product base.

The comparison between local governments in these two towns shows their similarities 

in the sense of the absence the local economic development in a country where the 

central government has still exhibited its strong tutelage (despite some positive 

development towards creating entrepreneurial local governments in this period). When 

considering Denizli’s case, we have witnessed that there has been not much room for 

this town's municipality with its very limited budget and legal structure to take such an 

active role in matters regarding local economic development, apart from its traditional 

role in the local provision of services in its territory. Bursa’s metropolitan municipality 

however is one of the few privileged municipalities with a better budget and a 

legislation providing more responsibilities and rights, compared to normal 

municipalities in the countr>'. But it is also indicated that this municipality has suffered 

insufficient funds to hinder from taking on an entrepreneurial character and demanded 

larger direct share in the wealth that the town creates, through localy-rasied taxes. One 

of the distinguishing characteristics of Bursa’s local government is that they do not 

want further development in their town which is considered to be already over

developed and unregulated and to create immense environmental problems. The 

municipality has been alarmed by the environmental problems and tried to establish a 

platform to regulate small and medium-sized firms operating in unauthorised conditions 

(particularly dyeing firms bringing intensive pollution with their chemical



Chapter Seven 310

contaminants). As a reaction to this problem, the local government plays to upgrade the 

town towards a supposedly sustainable and better techno-economical system in 

collaboration with other local institutions. In doing so, the local coalition implicitly 

targets many small and medium-sized firms in unauthorised places which are generally 

considered to be the main problem areas. Since it is thought that regulation in these 

areas and thus the implementation of such policies, seem to be very difficult and almost 

impossible, the local government has apparently considered the crisis squeezing out 

many small weavers from the market as ai\advantageous thing for the aim to create 

better environmental conditions in the town. Such an attitude might also hinder possible 

networking relations between large and small firms in the present and the future.

As we saw in Chapter 5, many small and medium-sized firms in Bursa have benefited 

little from central state incentives and received little support from the rest of the local 

system. In the non-co-operative business climate in the town, a new business 

association seems to be gaining importance particularly among these small and 

medium-sized firms. This is a pro-Islamist association, which aims to create national 

and local networks of businessmen on the basis of Islamist principles. It apparently 

pro\ ides strategic guidance and collective service provision in business and social 

terms to its members as well attempts solving their individual problems. This 

association seems to constitute a strong network in which religiously-aligned members 

can highly benefit in business terms among the non-co-operative and fragmented 

climate in the town. In a nutshell, this network organises itself at local, national and 

e\en international levels as well as in different sectors and appears to succeed in 

recruiting more ambitious small and medium-sized firms which do not get much benefit 

from the general system of government, local government and chambers o f commerce 

and industry.

Although the local identity appears to have been already very strong in Denizli, this 

Islamist organisation on the basis of religious identity has also developed there in recent 

years. It is possible to say that they are in a “concentric” form in which the religious
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identity does not challenge the local one. Nevertheless, a deterioration in the local 

identity (due to the increasing trend of power concentration and increasing number of 

discontented and isolated small and medium-sized firms as well as immigration which 

dilutes the local homogeneity) might pave the way for a stronger religious-based 

business network in the near future. It should be indicated of course here that such a 

situation is also related to the future of Islamist ideology in Turkey.

With the introduction of an export promotion strategy, as in many countries, Turkey 

witnessed a new campaign creating anti-labour and anti-trade union sentiment, while 

supporting “talents and abilities” in venture capital particularly in the export markets. 

The military take-over, an offensive against democratic rights in the country to restore 

"the authority of the state”, remove obstacles to such a campaign, banning all strikes 

and outlawing all union activities. Until the end of 1980s, real wages remained very low 

compared to the those in the 1970s, even though the military did not stay in power for 

long. Turkey was back to parliamentary democracy again at the end o f 1983. 

Additionally, real wages in the textiles and clothing industry, particularly the clothing 

industiy', were among the lowest in manufacturing industries in the country.

The change started in 1989 when many workers of state enterprises in the country 

unleashed wage demands, affecting the workers of private firms and opened up the new 

period of labour relations in the country. Although real wages in textile and clothing 

industry did not change relative to other manufacturing industries, they sharply 

increased; with this increase in the beginning of the 1990s, labour costs in the Turkish 

textiles and clothing exceeded the labour cost of many developing countries by a huge 

margin, even approaching those in the NIC. Despite some decline later on in real terms, 

wages have still remained alarming for producers whose main advantage has been low 

cost exports.

What we have seen in Bursa is a clear example of this strategy. As one o f the strongest 

textile-based towns, Bursa, which had a strong tradition of trade union activities.
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entered the 1980s with severe struggles between trade unions and firms. With the 

military take-over, this tradition faced a suspension; trade unions and workers lost all 

democratic rights and became defenceless against the stabilisation programme. Even 

after Turkey reverted to parliamentary rule again, the only remaining union in Bursa 

found itself at sea and constrained to adopt the new conditions, basically hostile to 

union activities. Nevertheless, the new climate in labour and trade union relations in the 

country starting from 1989 also affected Bursa’s textiles. The establishment of other 

unions, and increasing activities of all these trade unions in organising workers for 

collective bargaining put them back in the political equation of the local economy. In 

the face of this unexpected pressure from unions, firms having strong reaction against 

any instability which could jeopardise their success abroad, were urged to make 

concessions. These firms quickly recovered from the first initial shock and adapted 

themselves to new conditions; they actually retaliated heavily, launching a wild 

campaign against the unions and unionised workers through setting up paper firms to 

hinder the unions in getting authorisation for collective bargaining, fire and hire 

policies, not to mention the féminisation of labour. Even in this new process, the 

network of Islamist producers has appeared as a limited network in a sense: it excludes 

workers. The case study shows that two corresponding Islamist organisations (the union 

and the business association) have not created a muslim form of solidarity. Instead, they 

have aggressively attempted to protect their different class interests, even with violence.

During this process firms have actually forced these unions in textiles to step back. 

Nonetheless, the unions have apparently not been very successful in developing 

alternative strategies for the new conditions. The result has thus been a serious decline 

in unionisation and wage demands, as well as an immense increase in the insecurity of 

work. While this has occurred in medium-sized and large firms in organised or legal 

industrial areas, many small firms in unauthorised and unregulated places have not 

changed much in terms of labour relations, continuing to employ uninsured temporary 

workers or unpaid family workers.
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While there have been very regressive labour relations in Bursa’s textiles, it is not 

possible to say that similar relations have happened in Denizli’s textiles. Most of the 

time, labour relations have been mild in Denizli. Unions have been too weak to stand 

up for the rights of Denizli’s workers. Furthermore, one should consider the fact that 

young and very docile girls from mostly agricultural-based villages near the town have 

constituted a significant part of the labour force in textile and clothing firms in Denizli. 

It also seems that, in contrast to Bursa, very fast social transformation in a short period 

of time in Denizli still hides clear cut divisions and conflicts between bosses (who have 

still remained attached to their past) and workers who have aspired to upward mobility.

Even these relations are mild in Denizli: they are not in the form of a high road to 

restructuring in which labour is considered to be resource rather than cost. In this 

sense, Denizli is not much different from Bursa since producers might possibly react in 

the same way as producers in Bursa if there was a strong unionisation and demand for 

wage increases. It is also possible to say that two towns’ textile and clothing industries 

have also taken a low road, considering their positions vî^ô-vts innovation. Indeed, 

towns’ textile and clothing industries have placed innovation at the centre of their 

strategies. The main innovation is productivity improvements for large and, to some 

extent, medium-sized firms by importing new technology-based machinery, a process 

which has been mostly supported by state incentives and has helped to offset wage 

increases. In contrast, there has not been much chance of importing machinery for many 

small and medium-sized firms and thus they have had to use outdated technologies. 

This process seems to create a technological difference between large and small firms 

in the form of a dual economy which could hinder subcontracting linkages.

If we consider two towns’ textile and clothing industries in terms of entrepreneurialism, 

we can say that Denizli has become the main place of the new market-based system 

since 1980. As we know, the initiators of the local transformation in Denizli were small 

and medium-sized firms seizing abundant opportunities which emerged through 

linkages with international retailer chains, wholesalers or producers. Because of their
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small size, these firms had to construct close local subcontracting relations to carry out 

production according to specifications provided by international firms. In the meantime, 

imitation and competition (without ruling out co-operation among producers who had 

more or less equal powers and very common backgrounds) have contributed to the 

expansion of the entrepreneurial spirit in the local economy. Thus this process has 

seemed to provide a high level of upward mobility for an important proportion of 

producers and has even seemed to attract many new firms which have been so 

determined to repeat the success of the pioneers. It is possible to say that such 

opportunities have been harder for many small firms in Bursa which had made its 

appearance as strong textile town under the tutelage of a few large firms before 1980. In 

fact many small firms have apparently had to focus more on a surviving than an 

entrepreneurial strategy in the sharp hierarchical structure which have also paved the 

way for decreasing subcontracting relations in the export period.

The Turkish state has not seemed successful in giving strategic guidance on a well 

defined strategy to the private sector to be more competitive in the export markets. The 

export promotion strategy basically started without a specific sectoral policy since the 

basic aim in the beginning was to export the surplus of any sort of domestic production 

in the conditions of the serious debt problem of the country. In order to trigger exports, 

it supported large firms especially with generous tax rebates which had developed in 

the import substitution period at the expense of small firms. However, later on there has 

been some improvements with policies for sectoral priorities, albeit continuously 

changed, and for the support of small and medium-sized firms (in order to take 

advantage of their underused export potential). Nevertheless it can be said that during 

this period the state has just focused on direct financial incentives but mostly neglecting 

institutional supports especially labour training and research and development. 

Considering this export period, the fragmented nature of bureaucracy, its devouring red 

tape and the importance of clientelist relations in the allocation of incentives have been 

the main problems for producers.
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It is generally considered that Turkish businessmen often choose to circumvent the 

rules and regulations of the state rather than try to change them, taking advantage of its 

benefits without defying it (Bugra 1991). Although this common observation might be 

true, there appears a new attitude in the business community against the state in recent 

years. The Financial Times in a special edition on Turkish business, in fact, gives an 

example of this new attitude, quoting some very large Istanbul-based business people of 

the country who just started to confront the state directly'. One of these business 

people, highly integrated in the global economy, says “we have discovered that you do 

not need a couple of bureaucrats to export or to import anymore”. Another says ‘we 

have become independent from the incapacity o f the government (...) we have adapted 

ourselves to this situation where the government is no longer relevant.”

What 1 have observed in Bursa during the fieldwork is that large firms which still got a 

substantial part of their profits from the national market seem not to be far away from 

the classical position of Turkish businessmen. They are not forthrightly challenging 

Ankara which has still been important for them to be close to and to benefit from such 

regulations particularly incentives, although the regulatory incapacity of the state and 

overburden of bureaucracy has been despised by all. But, the situation in Denizli, as we 

have seen, is a bit similar to those examples of Istanbul-based businessmen, though the 

former are much less powerful than the latter. In fact, Denizli’s producers have had 

their self-made success abroad and they have felt a part of the global economy rather 

than of the national economy. Additionally, these confident men do not apparently 

accord much credit to the state and its benefits but to their own abilities.

Since the beginning of the thesis I have analysed a polar situation between, in Castells’ 

(1997) terms, “the self and the net” in textile and clothing production and the 

importance of this situation in the structure of local economies. What we have seen is 

that there is no single typology of local economic production in different spatial 

settings, and any such typology in dynamic places can be continuously reshaped in the

' Financial Times, Tuesday, November 22, 1995.
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course of development. In the current global capitalism lubricated by the technological 

revolution which has increased subcontracting relations between economic actors 

world-wide, it is easy to argue that networking forms of social organisation constitute 

the new social morphology of our societies. But this does not mean that these 

networking relations should necessarily be localised. As we have just seen in this study, 

within the dialectic of the “self and the net”, many firms have remained in the global 

textile production network which is highly beneficial in business sense, but decreased 

their local relations when they have come to a level at which they can manage to carry 

out the production by themselves or even find subcontractors in other localities at 

cheaper prices or at higher quality production. In this process, the level of mutual trust 

among agents is highly influential in mediating such relationships in different forms 

between the self and the net. Without trust, of course, it is not possible to constitute 

such relations among producers in the long term, interdependent and mutually 

beneficial, in other words in the form of a network. But, equally, there is no guarantee 

that the high level of mutual trust in a locality will create network relations when the 

economic interest of “the self” has come to the fore. Bursa’s textiles and clothing 

industry' is apparently an example of the former, Denizli’s o f the latter.

In this thesis. 1 would like to underline the importance of a historic-geographical 

approach illuminated with customised theoretical arguments, instead of a snapshot 

study with general theoretical arguments to grasp the dynamic relations between 

economic and social actors during the development of a local economy.

Such research might avoid an important danger stemming from the fact that theoretical 

discussions or some general tendencies could dictate empirical research, rather than 

interact with it. Particularly this dictation problem, possibly leading to a blinkered 

approach in a study, seems important for researchers in developing countries who 

mostly try to follow the discursive initiatives of others in advanced countries. In order 

to clarify this, it is better to give an important example, based on a recent short study on 

Bursa's textile and clothing industry by Eraydin (1992). In this study which basically 

describes what post-Fordism is and questions the extent of post-Fordism in Bursa, she
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indicates that during the 1980s one of the main tendencies in Bursa’s textile and 

clothing industry was vertical disintegration, as happened in many areas in the world 

economy. What is interesting in this assertion is that there is no evidence whatsoever 

apart from a single sentence included in a table which compares the general 

characteristics of post-Fordism with Bursa’s textiles. Thus, it is not possible for me to 

discuss such an argument which completely contradicts the empirical results in my 

thesis; and this seems one of the classical dictation (subordination) problems in Turkish 

social science which perhaps stems from the overwhelming importance of theoretical 

discussions without customisation, at the expense of observation.

During this exercise, several possible questions have arisen for further research; 

particularly three of them seem to be the most important ones.

First, "how can the Turkish state, which already lost its driving seat in the economy and 

faced its growing regulative incapacity respond to the new structures of local 

development?". How can it actually contribute to this process for upgrading these 

localities towards ideal dynamic social and economic systems and provide better 

distribution of wealth particularly for the bottom of the society, instead of just waiting 

for the happy hour for trickle-down mechanism? In such an inquiry for the new roles of 

the state, several entry points may emerge. For me. the most important one is the 

conceptualisation of the state both as a part of global, national and local political and 

economic networks and as an organisation which should take a network structure itself 

(paying attention to the local states and their relations among themselves and the central 

state as well as to their better connections with semi-public and private institutions).

Another possible field of research is to examine how possibly to introduce the model of 

Denizli to other underdeveloped towns in Anatolia not only in textiles but also in 

different sectors. Is this really possible or is it Just a spontaneous development which 

can occur only in some places but not in others, and can local economic policy makers
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hardly interfere in it? This is actually of paramount importance in Turkey where there 

are still more underdeveloped places than high flyer ones.

The other is about analysing the structure and the future of the Islamist business 

network in the country which is organised in almost all sectors and getting enormously 

rich with its banks, television channels, private universities and hundreds of high 

schools established in various countries especially in East Europe and Asia in recent 

years. Can this network having Islam as the organising principle of everyday life and a 

strong community attitude pose a different model in capitalism? Can this network 

challenge the foundations of the republic and the secular business life and communities 

or can it be internalised in a democratic system? And can the Islamist network generate 

a single social solidarity in which Islamist employers groups and Islamist unions 

develop more cohesion than antagonism?

They seem to be important questions whose exploration might perhaps open up fruitful 

answers in a country where the army has appeared recently as the sole guardian of the 

current so-called democracy and a capitalist system which has produced incredible gap 

between winners and losers in the last two decades.
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Appendix I-A
A sample of interview control card and informants list
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Informants List

Local Organisations
Municipality, Chambers and Associations 
Bursa
Informant BOOl : Advisor to the Mayor, Bursa Greater Municipality, Dr. Engin Yenal 
Informant BO02: Research Director in Chamber of Commerce and Industry, Dr. Ahmet 
Ipekyun
Informant BO03: Chairman of Bursa Textile Tradesmen and Artisans’ Association, 
Mr.Erhan Sahinkaya
Informant BO04: Chairman of Bursa Tailors and Clothing Tradesmen and Artisans’ 
Association, Mr. Ismail Vural
Informant BO05: Member of Board o f Directors, Balkan Immigrants’ Society. Mrs. Hatice 
Ahmet
Informant BO06: Member of a Board of Directors o f Independent Industrialists and 
Businessmen Association, Mr.Osman Arici

Denizli
Informant DOOl : Deputy Mayor, Mr.Tuncay Ozturk
Informant DO02: Chairman of Bursa Chamber of Industry, Mr.Feridun Duyguluer 
Informant DO03: General Secretary of Bursa Chamber of Commerce, Ramazan Sozgen 
Infromant DO04: Chairman of Denizli Textile Tradesmen and Artisans Association, Mr. 
Mehmet Gurel
Informant DO05: Member of Board of Directors, Denizli Tailors and Clothing Tradesmen 
and Artisans, Mr. Huzeyin Ozdel
Informant DO06:Chairman, Board of Directors of Independent Industrialists and 
Businessmen Association

Trade Unions 
Bursa
Informant BTUOl ; Chairman of Teksif (an affliate of TURK-IS), Bursa branch, Mr. 
Mehmet Metin
Informant BTU02: Chairman of Tektil-Is (an affiliate o f DISK), Bursa branch, Mr. Ali 
Osman Sen
Informant BTU03: Chairman of Oz-Iplik-Is (an affiliate of HAK-IS), Bursa branch, Mr. 
Nihat Kilicoglu
Informant BTU04, Lawyer of DISK, Mr.Oguz Tuncyurek 
Informant BTU05: Lawyer of TURK-IS, Mr.Sinasi Ozer

Denizli
Informant BTUOl ; Chairman of Teksif (an affiliate o f TURK-IS), Denizli, Mr. Ahmet 
Erdas

Banks
Bursa
Informant BBOl : Marketing Manager o f a private bank, Mr.T.K.
Informant BB02: Branch Manager o f a private bank, Mr.Y.D.
Informant BB03: Manager of Customer Services o f a state bank, Ms.S. A.

Denizli
Informant DBG! : Marketing Manager of a private bank, Mr.M.S.
Informant DB02: Marketing Researcher o f a private bank, Mr.A.B.
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Informant DB03; Manager of Customer Services o f a state bank, Mr. Y.T.

Local Firms
State Textile and Clothing Firms 
Bursa
Informant BSFOl : Director a state wool textile and clothing factory, Mr. Ali Topcu 
D enizli
Informant BSFOl : Director of a state cotton textile factory, Mr. Atilla Erdem

Private Textile and Clothing Firms 
Bursa
Informant BOOl: Director of BUTTIM co-operation, Mr.N.O.
Informant BTF02: Technical Director, Mr.S.G. and Sales Managers, Mr.R.E., o f a large 
yarn firm
Informant BTF03: Financial Manager, Mr.l.Y. and Marketing Director, Mr.T.S., o f a large 
dyeing and clothing firm (part of the same holding firm with BTF02)
Informant BTF04: Assistant General Director , Mr.A.T., of a large cotton-based yarn firm, 
which also has fabric production)
Informant BTF05: Production Manager, Mr.l.C., of large synthetic-based yarn firm, a part 
o f holding firm.
Informant BTF06: Assistant General Director, Mr.l.A., of a large fabric, dyeing and 
clothing firm
Informant BTF07: Assistant General Director, Mr.O.C., o f a large fabric, dyeing and 
clothing firm
Informant BTF08: Production Manager, Mr.M.Y., of a large fabric, dyeing and clothing 
firm
Informant BTF09: Assistant General Director, Mr.M.C., o f a large dyeing and clothing 
firm
Informant BTFIO: General Director, Mr.T.l., of a medium-sized dyeing and clothing firm 
Informant BTFI I : General Director, Mr.O.C., of a large fabric and clothing firm 
Informant BTFI 2: Owner, Mr.A.U., of a medium-sized fabric and clothing firm 
Informant BTFI 3: Owner, Mr.N.C., of a medium-sized fibre preparation, fabric and simple 
clothing production firm
Informant BTFI 4: Assistant Director, Mr.S.O., of a medium-sized dyeing and clothing firm 
Informant BTFI 5: Director, Mr.T.U., o f a medium-sized dyeing and clothing firm 
Informant BTFI 6: Owner, Mr.U.D., of a medium-sized dyeing and clothing firm 
Informant BTFI 7: O w ner, Mr.S.K., of a medium-sized dyeing and fabric firm 
Informant BTFI 8: General Director, Mr.O.K., of a medium-sized dyeing and fabric firm 
Informant BTFI 9: Owner, Mr.G.K., of a medium-sized fabric and clothing firm 
Informant BTF20: Owner, Mr.R.K., of a medium-sized fabric and clothing firm 
Informant BTF21 : Director , Mr.l.U., o f a medium-sized yarn firm 
Informant BTF22: Owner Mr.G.H., of a medium sized dyeing firm 
Informant BTF23: Owner Mr.H.U., of a medium-sized dyeing firm 
Informant BTF24: Owner Mr.A.U., of a medium-sized fabric firm 
Informant BTF25: Owner Mr.U.H., of a medium-sized fabric firm 
Informant BTF26: Ex-owner(father,Mr.K.F.) and new owner (son,Mr.H.F) o f a medium
sized fabric firm
Informant BTF27: Owner, Mr.N.K., of a medium-sized clothing firm 
Informant BTF28: Owner, Mr. O.O., of medium-sized clothing firm 
Informant BTF29: Small fabric producer, Mr. l.H.
Informant BTF30: Small fabric producer, Mr.S.l.
Informant BTF30: Small fabric producer, Mr.E.T.
Informant BTF31 : Small fabric producer, Mr.G.R.
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Informant BTF32: Small fabric producer, Mr.A.B.
Informant BTF33: Small fabric producer, Mr.D.S.
Informant BTF34: Small clothing producer, Mr.Y.K.
Informant BTF35: Small clothing producer, Mr.I.K.
Informant BTF36: Textile merchant, Mr.D.A.
Informant BTF37: Textile merchants Mr.U.K. & Mr.Y.K.
Informant BTF38; Textile merchants Mr.A.C. & Mr.D.A.
Informant BTF39: Textile merchant Mr.S.A.

Denizli
Informant DTFOl: Director, Mr.Y.B., of the Denizli branch of EGS
Informant DTF02: Branch Manager, Mr.N.Y., o f an Istanbul-based foreign trade company
Informant DTF03: Owner, Mr.E.S., of a large dyeing firm (which then started its clothing
production)
Informant DTF04: General Director, Mr.T.K., o f a large towel and bathrobe firm (with 
fabric, dyeing and clothing production)
Informant DTF05: Owner, Mr.A.U., of large towel and bathrobe firm (with fabric, dyeing 
and clothing production)
Informant DTF06: Assistant General Director,Mr.K.K.,(the second generation boss) o f 
large towels and bathrobes firm (with fabric and clothing production)
Informant DTF07; General director, Mr.M.O., of large towel and bathrobe firm (with 
fabric, and clothing production)
Informant DTF08: Owner, Mr.A.O., of a large towel and bathrobe firm (with fabric, and 
clothing production)
Informant DTF09: General Director, Mr.M.K., of a large towel and batrobe firm (with 
yarn, fabric, and clothing production)
Informant DTFI0: Marketing Manager, Mr. A.O., of a large yarn firm 
Informant DTFI 1 : General Director, Mr.I.B., of a large yarn firm 
Informant DTFI2; Finance Manager, Ms.L.K., a medium-sized towel and batrobe 
firm(with fabric, and clothing production)
Informant DTFI 3: Owner, Mr. R.B., of a medium-sized towel and bathrobe firm (with yarn 
prepartion, fabric, and clothing production chain)
Informant DTFI 4: Owner, Mr.G.F., of a medium-sized towel and bathrobe firm(with 
fabric, and clothing production)
Informant DTFI 5; Owner, Mr.A.D., of a medium-sized towel and bathrobe firm (with 
fabric and clothing production)
Informant DTFI 6: Owner, Mr. I.H., of a medium-sized towel and bathrobe (with fabric and 
clothing production)
Informant DTFI 7; Owner, Mr. Y.C.,of a medium-sized fabric and home furnishing (with 
fabric and clothing production chain)
Informant DTFI 8: Owner, Mr.E.E., of a medium-sized dyeing firm 
Informant DTFI 9: Owner, Mr.F.S., of a medium-sized dyeing firm 
Informant DTF20: Owner, Mr.l.R., of a medium-sized fabric firm 
Informant DTF21 : Production Manager, Mr. A.K.,a medium sized clothing firm 
Informant DTF22: Owner, Mr.S.A., of a clothing firm (towels & bathrobes)
Informant DTF23: Owner, Mr. T.B., of a clothing firm (towels & bathrobes)
Informant DTF24; Small fabric producer (towels & bathrobes), Mr. I.U.
Informant DTF25: Small fabric producer (towels & bathrobes), Mr. H.E.
Informant DTF26: Small fabric producer (towels & bathrobes), Mr. H.E.
Informant DTF27: Small fabric producer (towels & bathrobes), Mr.G.S.
Informant DTF28: Small fabric producer (normal fabrics for home furnishing or clothing, 
Mr. M.P.
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Informant DTF29: small fabric producer(normal fabrics for home furnishing or clothing) 
Mr. A.K.
Informant DTF30: Small clothing producer, Mr.O.I.
Informant DTF31: Small clothing producer, Mr.M.E.
Informant DTF32: Small clothing producer, Mr.A,T.
Informant DTF33: Small clothing producer, Mr.Z.K.
Informant DTF34: Textile merchant, Mr, H.B.
Informant DTF35: Textile merchant, Mr. H.K.

Employees
Bursa
Informant BEI. Mr.M.K., 45, migrant, works in a large yarn establishment.
Informant BE2: Mr.S.A., 36, migrant, works in a large yarn establishment 
Informant BE3: Mrs.F.A., 32, migrant, works in large yarn establishment 
Informant BE4: Mr.S.C., 32, migrant, works in large fabric establishment 
Informant BE5: Mr.G.K., 24, born in Bursa, works in large fabric establishment 
Informant BE6: Mr.A.E., 26. migrant, works in a medium-sized fabric establishment 
Informant BE7: Mr.T.U., 23, born in Bursa, works in a large dyeing establishment 
Informant BE8: Mr.O.F., 27, migrant, works in a large dyeing establishment 
Informant BE9: Mr.M.B., 26, migrant, works in a medium-sized dyeing establishment 
Informant BEI 0: Mrs.G.T., 25. migrant, works in a large clothing establishment 
Informant BEI 1 : Mrs.S.D., 47, migrant, works in a medium-sized clothing establishment 
Informant BEI 2: Mr.A.N., 16, born in Bursa, works in a small weaving establishment 
(uninsured)
Informant: BEI 3: Mr.N.Y., 19, migrant, works in a small weaving establishment 
(uninsured)
Informant: BEI4: Mr.M.E., 32, migrant, works in a small weaving establishment 
(uninsured)
Informant: BEI 5: Mr. N.G., 33, migrant, unemployed (recently dismissed from a textile 
firm)
Informant El 6: Mr.S.S., 27, migrant, unemployed (recently dismissed from a textile firm) 

Denizli
Informant DEOl : Mr.D.G., 32, born in Denizli, works in a large towel and bathrobe 
establishment (weaving)
Informant DE02: Mr.G.K., 24, born in Denizli, works in large towel and bathrobe 
establishment (weaving)
Informant DE03: Mr.T.A., 25, born in Denizli, works in a medium-sized towel and batrobe 
esatblishment (weaving)
Informant DE04: Mr.F.U., 39, migrant, works in a large towel and batrobe establishment 
(weaving)
Informant DE05; Mr.A.U.21, born in Denizli, works in a medium-sized fabric 
establishment (clothing)
Informant DE06: Mrs.S.I., 31, born in Denizli works in large towel and bathrobe 
establishment (weaving)
Informant DE07: Mss.H.G., 21, born in Denizli, works in large towel and bathrobe 
establishment (weaving)
Informant DE08: Mss.G.B., 22 born in Denizli, works in medium-sized towel and bathrobe 
establishment (clothing)
Informant DE09: Mss. S.P.,15, born in Denizli, works in medium-sized towel and bathrobe 
establishment (clothing)
Informant DE 10: Mss.T.R., 23, born in Denizli, works in medium-sized towel and bathrobe 
establishment (clothing)
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Informant DEI 1: Mss. R.E., 25, bom in Denizli, works in a medium-sized clothing 
establishment (clothing)
Informant DE 12: Mss.E.P.,25, migrant, works in a small clothing establishment
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Appendix I-B.

Turkey has not had a strong tradition of local government. In fact, under strong 

central state tutelage, the local governments in Turkey had been weakly developed 

and central state-dependent institutions had not had an important place in the 

country’s political equation until the mid-1980s (Heper 1987a, 1987b, Tekeli 1992). 

Nevertheless it should be mentioned that in the 1970s, a local government 

movement led by social-democrat municipalities mainly in the biggest cities in the 

country, had become increasingly defiant of the centre and challenged the strong 

control of the central state over themselves (Tekeli 1992). Then the coup 

government between 1980 and 1983 immediately attempted to restore the central 

state’s authority over municipalities, dismissing all mayors from office and 

abolishing municipal assemblies (Erguder 1987). When the country went back to 

parliamentary democracy again, there was a reform which modified the long

standing central state tradition in favour of municipalities, mainly metropolitan 

municipalities of major urban areas.

In order to make an effective control of major urban centres, the military 

government created a metropolitan municipality system which covered small 

municipalities that had emerged around big cities due to the massive immigration 

particularly in the two last two decades. The Motherland Party which won the first 

elections after the military period, modified these very centralised metropolitan 

municipalities to a two-tiered system, establishing district municipalities and 

initiated the delegation of more powers and responsibilities to them as well as 

increasing their budgets. As a result of this, metropolitan municipalities in Turkey 

became the main authority to draw and implement master-plans of their localities 

and obtained chances to attempt “grand projects” related to the infrastructure of 

towns. In the beginning of the period, only Istanbul, Ankara, Izmir and Adana 

became metropolitan municipalities and other upper medium-sized towns such as 

Gaziantep and Bursa were gradually included in the system later on.

With this decision, the central government paved the way for the emergence of 

active local government, mainly for the major cities o f Turkey. The rationale for 

such a change seems to have been the increasing importance of cities in Turkey in
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the previous periods. In 1955 the city population of Turkey was only 28 per cent of 

total population, this ratio reached 53 per cent in 1985. The urbanised population 

was concentrated in a few towns in the country. This transformation in Turkey 

brought, to some extent, a change in the political parties’ strategies. After the 

beginning of the multi-party politics in the mid-1945, right wing parties that had 

governed Turkey for most of the period until 1980s, principally targeted the rural 

population of the country that solid Kemalist ideology had not touched much during 

the single-party period. However, starting from the mid 1980s right wing politics 

started to focus on the urban part of the society: to solve the problems of the major 

towns stemming from rapid urbanisation seems to have needed more active local 

governments. Furthermore, in a market-based economy which basically restricted, 

to some degree, the central state’s manoeuvre area, local governments could play 

their part in local economic development, in particular attracting foreign capital.

In his book published by the lULA (International Union of Local Authorities), 

Tekeli (1992) however warns us about the drawbacks of this system. According to 

his study, to start with, in spite of a substantial increase in municipalities budgets', 

this was mainly done with an increase in transfers from the central state rather than 

locally obtained revenues of municipalities^. In the current system, the state 

distributes some portions of all collected tax revenues to municipalities on the basis 

of their population. Additionally some other important shares of these revenues are 

put in the Bank of Provinces, where all municipalities use this fund for their 

services'- both funds are administered mainly by the Ministry of Public Works and 

Resettlement or to a lesser extent by the Ministry of Interior. The direct payments 

and funds constitute the lion’s share of municipalities budget. According to this 

system, even if municipalities contribute to local economic development, their 

benefits from the increasing wealth in their cities are limited because their 

individual shares of the state revenues are mainly determined according to their 

population. Additionally, through the funds being under the management of some

 ̂ W hile the sh are of m unicipalities in national budget w a s 8 .8  per cent in 1975, it reach ed  
17.7  per cen t in 1986  (Tekeli 1992: 102).
 ̂ In the new  system , the b asic local resou rce h as b eco m e  the real e s ta te  tax. A ccording to 

Tekeli, th e se  tax reven u es constitute just sm all am ount of m unicipalities budget. He



Appendix 327

ministries, the central state has still the direct right to control an important part of 

the budget of the municipalities. Furthermore, Tekeli states that these reforms have 

hardly created active local governments but mayors by constituting a strong 

presidential system in municipalities where entrepreneurial drive has come from the 

mayors’ personality^. The bureaucracy of municipalities which had been 

established earlier (in order to carry out the pre-defined tasks rather than create new 

projects) has not been changed.

In the fieldwork of the thesis, one of the advisors to the Bursa Metropolitan Mayor 

of Motherland Party was interviewed. The advisor also stated that the most 

important problems of the Bursa Metropolitan Municipality are the central state’s 

control of the municipality’s budget and the lack of financial resources and the 

pressure of attempting grand projects:

“Basically, our budget is completely insufficient to run a Metropolitan Municipality. 
Around 70 per cent of it goes to personnel’s expenses and we do not even have 
enough money to give service for basic needs o f the city. At the moment, only 20 per 
cent of our budget comes from local resources . The rest is our central government’s 
revenues. OK, the Motherland Party'’ did an important job in the beginning when 
they created the new system. But later on they and the successive coalition 
governments' have not transformed the system in favour of municipalities although 
they may have seen the problems. Municipalities should be much more financially 
independent from the central state. At the moment we can’t get much benefit from 
local development in our city. In order to help the city’s problems and its economic 
development we should get a larger and direct share from the wealth that the city 
creates, not the government's almost standardised loans. Another problem is that all 
municipalities funds in the Bank of Provinces are controlled by the state. Especially 
if you are from a different party, the central government most o f the time creates 
problem for the use of these resources.. Quite frankly, in my opinion no Turkish 
government has shown any sign to implement this decentralisation because they 
want to help the municipalities from their parties but try to punish opposite parties’ 
ones.

indicates that the central governm ent h as transferred the least fruitful tax -yet n e e d e d  m uch  
bureaucratic work to collect them - to local governm ents (Tekeli 1992: 102).
 ̂ For instance, in a praise of Motherland Party and its sy stem  in m unicipalities, a Turkish 

scholar writes: “ Especially at the municipality level, very en ergetic  MR m ayors have  
em erged , creating an im age of getting things d o n e’ and listening and being resp o n siv e  to 
the d em an d s and problem s of citizens, and taking a pride in their locality. T hey are trying to 
hard to ch an ge the fa ce  of so m e  cities. “(Erguder 1987; 23)
It should  be noted here that w hether they actually ach ieved  it or just created  this im age on 
the su rface is alw ays a very controversial is su e  in Turkish politics.
^ T he current m ayor is a lso  from the sa m e  party.
 ̂ B etw een  the right-wing True Path Party and Social D em ocrat Populist Party from 1991 to 

1995.
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....On the other hand, metropolitan mayors are under public pressure to produce 
grand projects. If you do not have enough money, the onl> alternative, you should 
get some credits particularly from international credit agencies but it is also difficult 
to find credits at convenient prices from them either. In the previous mayor’s period 
in Bursa, they decided to construct an underground system and a central coach 
station. The total cost of these projects for instance, is about around 300 million 
dollars. We did’nt get enough money and thus cancelled out these projects.
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Appendix 1-C 
Copies of t>vo dismissals documents issued to workers in Bursa

; ' r - r v .  , .1

korteks
MENSUCAT SANAYl Vf TiCAfln A ?

Bursa: 15.02.1995  

Savi : 95 /0:4

Pay: Sal ih  Sahin

HUdavendigar >îh.D.Kaldirirr. Cd, 

1. Lale Sok.NO:15/2

P u r 3 a

Vapnakla odevi 1 -':duf" nuz i s l e c i  isver'Sn r.araf:ndan 
iinti rlar^ " ..aide yapmadigitii c , tiedju. soruidui'ainda e l  kol haroket lcr i

vaaarak v p  nr i ldanarak  hakaret c t t i ÿ i n i z d e n  d o l a y i , 1475 s a y i l i  i s  kanunanaii 
aaddesi  l i e  7 : 5 . nin 59/C-9 rzadcrsi geregince i s  akdiniz 1 3 . 0 2 . 19'’5 

:arihlnde b i ld lr lT . s i z  ve r,az:rT'.ina':siz olarak f e s ' h  e d i l m l s r i r .

Tebl ib olunur.

WDlWA' UMYI w nUAClÀtkorteffc^
T

Translation into English I'S'OZ
^'our contract is cancelled without se\ erance pa>/since \ ou answered your 
sLiper\ isor w ho asked w hy you were not doing what he had said, by using your 
hands and arms and insultine him bv mutterimz under vour breath.
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korteks
MENSUCAT SANAyI v e  TiCARET A.Ç.

imiAHtM GÜRSOY

I ' c th  i y c  Mah.
r Sok  . No . 3 2o  

B n K C A

330

T a r i h :  2 3 / O B / 19 9 5

c

T E B L Î ■ G A T

_  .  k i l . t l i  t u t u l a n  v e  v a e a k i . n a r ,

, „       .

e  'U 1 i  in V Ç I- j >

Translation into English ^
\  our contract is cancelled w ithout severance pay since you answered disrespectfully 
and impudenth the chairman o f  the board w ho saw you using the door that you 
were not supposed to do
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Appendix I-D 
Copy of a letter issued by a firm in Denizli to women w orkers

■cm ; SEHTP ijc  BOL.PLAN. BOL.ODTU. PHGtlE Me. : 9 0  3 1 2  2 1 0 1 2 5 0  Ju n .  12  I 9 9 ~  2 : - f c . '

disk

O v - i  : -GS,07.

r    l . i M l v n d t - n  l ; f » r i  c s l ' f n i o k t  j S m i r . .  C / l n j  U i i n i t i ' . ’ d c n  b u p ü r . e  k ^ u c ' . '

c o iu g 'n  u . ii'.-ii ' vurci(irdul(. Ku c?'ijiV irilor<ja b iz lp fd fn  ç o k  fOPllcr hPf kc'^'u-J o

in','rT>M\!n L ^ r x i / l !  u ib ’ f k i n t i t i  ( e k i lc n  h ir  v e i ( j f  b ij^ lm lc  q a lis ^ n ^ v : lu j'.in

d i . ' .U /n e i ' 'c v d ii ' ' '  C i " 'v j  ci<- i>3..t U im a  korku.'iu,'. vnk olduC,L'nu billYC’ i'ii?..

ç . l i n m y  h r N ^ S ;  t C r e r k e o  kC i(l< r i c n l a a d ç f i  i ç t n  $ ; T i n  a < ; i k ! ? l  i n i ^ g y n  b '

■ C-C- v-s-.n- .,«v,  lu . .vl!rrn,.:  . ,ln-a .  D r n i / I ,  ), .fndikalr^lirm.ik  Glci A,nan;,z bir çol .{rva Irln...
r e *

0 - . r d " v n . . c  ' v / h . k ' r r  k p d ' n  vc; e ^k v ; k l - M h e r  v r  h e r  o k ; ? m  c v i e r u n r n  , . , 6 n d e r , p  . e n d . ! : ;  o ,

k . i h l m n v ,  , k n a  r t ' T P ^  U "  e a ' i ^ r ' . o r l a . M B u  { a ; , c m , i l a , : M d n  SIZ,  s e n d r k a  U y g ; ,  v a p a c a k l a r .

^ r l a c . ^ K.  i k r a m . v T  a i a c r k l a , .  o d u  '. K o - r i r r  v e r d ' r e c c k l e ,  v ; .  g i h i  i w f a l l p r  a n l a h y o r l p r .  H c p r n r z  ç g k  ,v;
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Translation into English
This text has been given by a Denizli firm to its employee when a trade union concentrate their 
activities to get the authorisation there. It has been obtained from Mr. Ahmet Asena, the director o f  
Training Centre, the Confederation o f  Unions o f  Revolutionary Workers, through Dr. Oguz Isik o f  
METU. 1 am indebted to them for their kindly support.

The text is not written in “standard” Turkish. Almost every sentence o f  this text is with grammar 
mistakes and peculiarities. Some statements are even hardly comprehensible. Thus I in the first place, 
attempt to translate this text with regard to its meaning. Nonetheless, 1 also attempt to translate the 
wording o f  the text as much as possible. All emphasis and parentheses are mine.

D ear em p loyee .

S in c e  you  have been w ork ing in our firm . D uring this tim e w e have been w ork ing in
harm ony in accordance w ith the current con d itions. I f  you  have not be contented  in all 
asp ects o f  your work m ore than w e have so far, you  w ould  not ever think to w ork w ith us. 
T his is b ecause we know that you do not have any fear for being unemployed in 
Denizli.

A s this harm onious brotherly and sisterly  w ork has been continu ing, som e (u n ion ists) have 
eagerly  attem pted to u n ion ise D en izli for their sake o f  interests and for getting  share in 
your d aily  w ages. T hey have been eagerly w orking to  con v in ce  you  to jo in  them  by send ing  
h ire d  m ilita n t m en  a n d  w o m en  to your h ouses every  hour and every day . W ith these  
attem pts, they are te llin g  stories: they are go in g  to m ake you u n ion ised , then your salaries  
are go in g  to increase, even  they m ake sure you  are g o in g  to get bonu ses, they m ake us g ive  
you b onuses, firew ood  and coa ls (as benefits in kind) etc. etc ... Y ou  know  very w ell that 
nobody can g ive  som ething for no reason. W e are already in the m ost costly  production  
am ong other firm s in D en izli. This is because all workers’ wages -even in official 
holidays when you do not work-, insurance and taxes are paid; girls who get 
married, are instantly getting their severance payments; our firm with its own 
resources gives better medical treatment than the social security does. A fter all these, 
under the pressure o f  the union, i f  K u c u k e r  produces a bathrobe at 150 ,000  TL, w h ile  
everyb ody e lse  m akes it at 100 ,0 0 0  TL, there w ill be on ly  one w ay out; this way is the 
closing down of the factory. Sam e problem s already happened in the B ursa’s O zd ile k  and 
A dan a’s T eksa  tow el factories; they shut dow n the unionised  section s o f  the factory and 
continued  their busin ess with subcontracting orders; and thus their co sts  decreased .

C onsequ en tly , thousands o f  workers em ployed  by these factories lost both their jo b s  and 
their severance paym ents. W hen they regretted what they had done and w anted to com e  
back to their jo b s  again, their factories did not w ant them  in turn though. Sam e thing  
happened in D en izli T um teks. T hey instantly d ischarged 25 0  w orkers. T he things w ritten so  
far is the on ly  the first part o f  the danger, the second  part is even  w orse. T h is is sp ec ia lly  
for our girls and w om en  in the factory. W hy; they com e to your hom e and try to talk to  
you, i f  you  do not want to talk to them , they threaten you by saying that they m ay beat or 
do ev il to you . W hen you  are scared and talk to them , they m ake you  sign  a docum ent to be 
a m em ber o f  the union. W hen you sign this, they now  use you  to m islead  your friends. It is 
sam e like bom ber (terrorist) girls o f  the P K K . I f  you  reject them  at th is point, oh, alas, pity  
you. T h is tim e you are insulted and threatened in extrem ity. In these threats which are 
different for girls and women using all sort of slandering statements, they blackmail 
your brothers and fathers for girls and your husbands for women. C onsequ en tly , they

’ the Kurdistan Workers Party, in Kurdish acronym.
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use you  for all ev il th ings like the w om an w ho com m ited  su ic id e w ith  the bom b on her 
body*

It is not im portant to w ork for us or not. But for your honour and for your chastity, you  
m ust not be d ece ived  by them . In front o f  your parents and husbands do not stay in d ifficu lt  
p osition s b ecause o f  them . W e encountered this kind o f  situations three tim es in the past, 
and our personnel w ho realised the p ossib le  danger cold-shouldered  them  and then kicked  
them  out.

P lease read this inform ation repeatedly. N ob od y  g iv es som ething w ithout any return. T hey  
do not w ork for the sake o f  charity (or love). A ll they w ant is to  get som e share in your  
salaries. There is no d ifferen ce in w ages am ong firm s in D en izli like the sam e bread prices  
am ong
sm all shops. P lease do not m ake a m istake and do not b low  up your peace, com fort, 
chastity- and your past work o therw ise w e  w ould  be sorry to see  you  in tears.

W ith love and best w ish es.

* referring to a devastating PKK suicide bomber attack in Hizboullah style, which happened in 
Turkey in 1996.
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Supplementary statistics
Table 3A.1 Activity of Turkish manufacturing industry (ISTC code 3), 1950-1991, 
( 1968 prices, thousand TL)*

State industry Private industry
year number o f  number o f  

establishments employees
value added 
1968 prices 

thousand TL

number o f  
establishments

number o f  
employees

value addec 
1968 price: 

thousand Tl
1950 103 76,033 1,632,086 2,515 86,826 1,150,74^
1951 111 83,871 1,791,987 2,636 90,959 1.233,14(
1952 115 82,115 2,376,528 2,911 99,741 1,497,90.‘
1953 149 86,331 2,608,039 3,355 120,879 2,068,65.'
1954 146 86,161 2,351,068 3,704 139,160 2,299,781
1955 156 94,473 2,604,181 4,106 139,729 2,589,331
1956 167 105,520 2,441,044 4,443 136,058 2,749,221
1957 183 110,799 2,627,063 4,449 153,136 3,280,58(
1958 195 117,852 2,929,433 4,926 172.689 3,567,67^
1959 214 120,144 4,143,744 5,205 178.491 3,481,661
I960 219 127,988 4,266,210 5,284 168,001 3,331,511
1961 226 126,225 4,260,876 6,638 190,614 4,065,79(
1962 231 128,028 4,640,682 3,795 196,248 4,174,69(
1963 238 134,383 4,361,656 2,774 164,582 3,913.48:
1964 251 147,391 5,183,193 2,876 193,630 4,868,24(
1965 299 157,288 6,847,494 2,944 204.875 5.986,29:
1966 304 170,160 7,569,736 2,963 216.694 6,586,85(
1967 289 177,597 10,139,635 3,039 238.867 7,262,96:
1968 296 184,402 11,618,125 3,127 257.270 8,139,43:
1970 254 185.444 13,298,574 4,566 318,610 11,205,37^
1971 330 198,264 15,557,910 4,601 321,019 12.216,23(
1972 371 212,375 15.446,216 5,148 361,997 14,318,85(
1973 371 217.456 13,229,430 5.442 427,934 15,208,37(
1974 389 231,139 15.154.410 5.501 440,232 15,009,39:
1975 392 239,805 17,354.249 5.676 438,775 16,976,58:
1976 342 255,599 13.919.480 5.712 440.406 25 .248 ,61(
1977 379 282,030 16.858.405 6,143 480,768 25,399,62:
1978 381 282.357 14,178,354 6,753 484,782 28,268,82'
1979 395 294.013 12,463,519 7,046 483,913 25,146,05'
1980 408 287,189 16.141,542 8,302 499,806 23,805,55:
1981 412 271.474 22,298,294 8,781 526,668 26,438,691
1982 409 265,859 23,089,983 9.047 562,262 30,478,78(
1983 411 278,903 22,757,831 8,855 583,349 31,266,811
1984 383 279,164 19,388,428 8,396 611,864 32,507,12'
1985 392 276,019 22,146,213 10.255 651,577 3 6 ,091,37(
1986 398 270,594 31,738,035 9.366 673,403 48,067,25:
1987 410 267,821 26.075,635 9.004 705,714 57,129,131
1988 417 262,148 32,785,589 8,905 747,344 63,612,53:
1989 417 254,474 34,063,483 9,028 776,965 63,100,02(
1990 410 249,762 34,045,089 8.461 773,907 74 ,071,66(
1991 413 237,127 38,385,843 7.843 705,566 82,957,28(

*The data on private establishments cover only those with 10 or more employees.
Source; SIS  Statistical Indicators, 1923-1992
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Appendix II 
Table 3A.2. Activity of Turkish state textile and clothing industry (ISTC code 32), 
1950-1992 (1968 prices, thousand TL)

year number o f  
establishments

number o f  
employees

value added 1968 
prices thousand TL

gross fixed capital 
formation ,1 9 6 8  

prices, thousand TL
1950 18 25,111 422,197 78,471
1951 16 25,221 453,371 101,897
1952 17 24,975 500,871 29,115
1953 22 25,058 730,322 116,383
1954 22 27,301 733,682 146,564
1955 25 28,091 631,637 106,261
1956 25 27,671 538,590 96,937
1957 25 28,176 451,626 87,863
1958 23 30,392 484,310 30,850
1959 23 30,764 662,976 34,076
1960 23 31,113 586,207 23,962
1961 23 29,884 541,362 35,795
1962 24 29,255 592,559 30,253
1963 25 32,531 577,379 36,485
1964 26 32,849 733,026 113,400
1965 27 33,157 699,732 32,229
1966 29 34,660 718,881 40,898
1967 28 35,131 691,453 95,356
1968 31 35,722 707,564 67,217
1970 30 31,956 775,136 63,147
1971 33 33,749 905,633 45,947
1972 45 34,047 881,220 66,872
1973 45 35,373 802,740 99,339
1974 46 36,314 941,308 155,136
1975 47 39,593 1,003,825 180,114
1976 41 33,956 1,199,498 50,176
1977 47 34,715 975,770 77,607
1978 46 35,953 931,845 256,696
1979 48 36,548 946,127 77,560
1980 45 35,395 859,517 76,893
1981 34 32,283 785,124 157,485
1982 34 33,108 878,440 142,160
1983 36 35,268 895,256 181,547
1984 31 35,767 950,352 174,908
1985 31 34,013 809,767 282,671
1986 34 36,736 1,154,884 382,045
1987 34 36,211 1,199,435 149,090
1988 36 35,214 1,129,422 64,315
1989 37 33,050 1,074,173 33,583
1990 36 32,501 1,123,573 58,493
1991 36 30,960 1,156,090 64,819
1992 35 28,332 1,165,699 52,889

Sonrcf. SIS  M anufacturing Industry, 1950-1990, S IS  Annual M anufacturing Statistics, 1991, 1992
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Table 3A.3. Activity of Turkish private textile and clothing industry (ISTC code
32),

year number o f  
establishments

number o f  
employees

value added gross fixed capital 
1968 prices formation , 1968 

thousand TL prices, thousand
TL

1950 508 33,348 356,598 59,146
1951 548 31,852 452,071 92,103
1952 599 38,470 605,789 112,991
1953 672 43,720 835,551 203,275
1954 774 48,999 905,265 165,379
1955 929 51,976 1,048,221 234,345
1956 946 54,290 1,094,280 254,480
1957 966 65,272 1,498,711 160,949
1958 1,079 73,884 1,549,552 150,152
1959 1,151 76,032 1,363,539 112,783
1960 1,200 72,337 1,221,111 117,078
1961 1,296 76,977 1,391,290 90,135
1962 962 79,398 1,444,746 108,753
1963 783 69,170 1,329,536 214,232
1964 760 77,435 1,570,275 319,413
1965 756 74,287 1,692,223 308,408
1966 780 78,175 1,937,314 343,865
1967 784 85,071 1,990,584 404,444
1968 807 88,224 2,104,804 412,544
1970 1,100 106,765 2,786,289 336,359
1971 1,049 104,348 3,216,199 742,935
1972 1,133 113,349 3,749,860 501,980
1973 1,201 119,960 3,718,095 1,146,786
1974 1,173 117,107 3,217,789 1,301,015
1975 1,196 130,997 3,240,978 1,325,623
1976 1,156 132,234 5,944,724 769,729
1977 1,249 145,496 6,008,398 944,216
1978 1,390 148,351 6,337,791 968,697
1979 1,400 143,616 5,965,992 1,030,017
1980 1,643 150,412 5,228,666 551,797
1981 1,833 161,323 5,700,603 573,310
1982 1,895 170,660 6,340,413 782,801
1983 1,889 181,837 7,025,728 984,677
1984 1,816 190,285 7,291,184 1,184,963
1985 2,519 201,535 7,756,305 3,077,076
1986 2,118 201,151 8,808,065 1,902,232
1987 2,125 219,988 12,204,210 2,282,173
1988 2,220 243,530 13,181,486 4,083,725
1989 2,266 259,813 13,462,847 2,713,718
1990 2,297 263,618 15,037,064 2,920,926
1991 2,190 230,983 15,980,635 2,357,978

*The data on private establishments cover only those with 10 or more employees.
Source: S IS  M anufacturing lindustry, 1950-1990, S IS  A nnual M anufacturing Statistics, 1991, 1992
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Table 3A.4 Activity of Turkish state textile and clothing industry (ISTC codes 321

years number o f  
establishments

number o f  
employees

value added, 
1968 prices, 

thousand TL

gross fixed capital 
formation, 1968 

prices, thousand TL
1964 25 30,736 695,843 95,788
1965 25 30,952 656,289 29,691
1966 25 32,432 659,980 29,111
1967 25 32,903 651,359 94,256
1968 25 33,340 687,926 56,762
1970 28 31,956 775,136 63,147
1971 31 33,749 905,633 45,947
1972 42 34,047 881,220 66,872
1973 43 33,530 765,775 93,288
1974 43 34,744 897,614 152,856
1975 46 37,589 1,019,038 188,500
1976 40 31,926 1,206,547 51,235
1977 45 32,529 965,526 80,097
1978 44 33,762 961,035 280,430
1979 47 34,471 1,059,397 91,093
1980 43 33,281 884,476 84,150
1981 33 30,287 815,387 171,917
1982 33 31,174 950,339 163,334
1983 33 32,462 934,841 204,858
1984 27 32,772 995,417 199,171
1985 27 31,063 826,027 309,040
1986 30 33,686 1,124,102 404,950
1987 30 33,280 1,152,253 155,074
1988 32 32,323 1,025,383 60,888
1989 33 30,336 1,000,694 32,451
1990 32 29,757 991,652 56,312
1991 32 28,260 915,115 58,611
1992 31 25,859 924,071 52,518

Source: SIS  M anufacturing Industry- 1950-1990, S IS  Annual M anufacturing Statistics 19 9 1, 1992
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Table 3A.5 Activity of Turkish private textile and clothing industry (ISTC codes 
321 & 322), 1964-1992 (1968 prices, thousand TL)

year number o f  
establishments

number o f  
employees

value added, 
1968 prices, 

thousand TL

gross fixed capital 
formation , 1968 

prices, thousand TL
1964 752 76,780 1,949,515 303,733
1965 747 76,801 1,962,928 340,917
1966 770 73,653 2,120,181 497,723
1967 771 77,496 2,036,043 1,138,196
1968 796 84,346 2,096,677 1,285,861
1970 1,008 102,666 2,717,087 303,733
1971 957 99,273 3,092,111 340,917
1972 1,041 109,200 3,671,396 497,723
1973 1,072 114,502 3,641,620 1,138,196
1974 1,034 111,001 3,122,850 1,285,861
1975 1,049 123,792 2,912,754 1,308,387
1976 1,015 125,050 5,786,796 735,760
1977 1,074 137,710 5,849,622 911,272
1978 1,209 140,813 6,184,471 953,058
1979 1,222 136,181 5,815,777 1,020,511
1980 1,428 142,261 5,082,059 544,090
1981 1,554 151,214 5,448,097 561,861
1982 1,611 159,991 6,075,874 753,825
1983 1,608 170,726 6,750,598 964,381
1984 1,551 180,052 7,028,820 1,204,331
1985 2,179 189,107 7,421,906 3,051,704
1986 1,824 189,577 8,423,867 1,860,453
1987 1,848 208,483 11,768,048 2,228,088
1988 1,972 234,397 12,890,339 4,047,612
1989 2,043 250,163 12,978,747 2,678,216
1990 2,080 253,395 14,606,237 2,860,309
1991 2,010 221,983 15,370,301 2,230,442
1992 2,993 248,881 20,217,700 n/a

Source: SIS  M anufacturing Industry 1950-1990, S IS  Annual M anufacturing Statistic 1991, 1992
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T a b l e  3 A . 6 .  A c t i v i t y  o f  T u r k i s h  p r i v a t e  t e x t i l e  i n d u s t r y  a n d  c l o t h i n g  i n d u s t r y  ( S I l ' C  c o d e  3 2 ) ,  

1 9 5 0 - 1 9 9 2  ( 1 9 6 8  p r i c e s ,  t h o u s a n d  T L ) *
textile industry clothing industry

year number o f  number o f  
establishments employees

value added, gross fixed capital 
1968 prices, formation, 1968 

thousand TL prices, thousand TL

number o f number o f  
establishments employees

value added, 
1968 prices, 

thousand TL

gross fixed 
capital 

formation, 1968 
prices, thousand 

TL
1970 899 99.55 1 2,648,847 291,587 109 3,115 68,240 12,145
1971 842 94.760 2,987,507 330,210 115 4,513 104,604 10,707
1972 919 102,836 3,527,614 482,107 122 6,364 143,783 15,616
1973 972 107,781 3,483,341 1,095.983 100 6,721 158,279 42,214
1974 929 103,808 2,925,444 1,262,989 105 7,193 197,407 22,872
1975 939 115,363 2,912,580 1,285,222 no 8,429 174,325 23,166
1976 906 1 17,202 5,555,647 680.996 109 7,848 231,150 54,764
1977 906 128,092 5,141,042 882,506 168 9,618 708,580 28,766
1978 1000 130,714 5,915,812 897,798 209 10,099 268,659 55,260
1979 1002 125,834 5,438,126 1,010,732 220 10,347 377,651 9,779
1980 1143 131,962 4,862,936 536,353 285 10,299 219,122 7,737
1981 1217 137.751 5,082,829 536,555 337 13,463 365,268 25,306
1982 1223 141,812 5,588,400 708,985 388 18,179 487,474 44,840
1983 1200 148,184 5,914,288 899,112 408 22,542 836,310 65,269
1984 1136 155,482 6,013,805 1,143,884 415 24,570 1,015,015 60,447
1985 1343 153,110 6,474,025 2,908,378 836 35,997 947,880 143,326
1986 1182 152,616 7,200,842 1,748,663 642 36,961 1,223,025 111,790
1987 1117 159,888 9,615,981 2,042,942 731 48,595 2,152,067 185,146
1988 1101 170,779 10,044,823 2,516,072 871 63,618 2,845,516 1,531,540
1989 1076 176,308 9,827,991 2,412,111 967 73,855 3150,756 266,106
1990 1071 176,411 10,994,789 2,61 1,078 1,009 76,984 3,611,448 249,230
1991 1009 145,088 11,828,203 1,921,459 1,001 76,895 3,942,098 308,983
1992 1471 164,404 14,320,401 n/a 1,522 83,397 5,897,279 n/a

*The data on private establishments cover 
Source; SIS  M anufacturing industry, 1950

only those with 10 or more employees.
-1990, SIS  Annual M anufacturing Statistics 1991,

t

u>U)
VO

1992
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Appendix II 
Table 3A.7. Total Visible Exports and Share of Main 
Sectors in Total, 1965-1994 (million US dollars, per

years Total Exports Agriculture Mining Industry
1965 463.7 75.9% 4.5% 19.6%
1970 588.5 75.3% 7.7% 17.0%
1975 1401.1 56.6% 7.6% 35.8%
1976 1960.2 64.0% 5.6% 30.4%
1977 1,753.0 59.4& 7.2% 33.4%
1978 2,288.0 67.4& 5.4% 27.2%
1979 2261.2 59.4% 5.8% 34.7%
1980 2910.1 57.5% 6.6% 36.0%
1981 4702.9 47.2% 4.1% 48.7%
1982 5746.0 37.3% 3.0% 59.7%
1983 5727.8 32.8% 3.3% 63.9%
1984 7133.6 24.5% 3.4% 72.1%
1985 7958.0 21.6% 3.1% 75.3%
1986 7456.7 25.3% 3.3% 71.4%
1987 10190.0 18.2% 2.7% 79.1%
1988 11662.0 20.1% 3.2% 76.7%
1989 11624.7 18.3% 3.6% 78.2%
1990 12959.3 18.4% 2.6% 79.0%
1991 13593.5 20.1% 2.1% 77.8%
1992 14714.6 15.4% 1.8% 82.9%
1993 15345.1 15.4% 1.6% 83.0%
1994 18106.1 13.6% 1.5% 84.9%

Source: Various issues o f  SIS  Foreign Trade Statistics,
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Appendix II
(million US dollars, per cent)

years industrial
exports

T&C
exports

T&C
exports/

Total
exports

T&C
exports/

industrial
exports

Textile Clothing 
exports/ exports/1 nd 

industrial ustrial 
exports exports

Textile
exports/

T&C
exports

Clothing
exports/

T&C
exports

1965 91.0 4.5 1.0% 4.9% 4.8% 0.1% 97.5% 2.5%
1970 100.1 29.6 5.0% 29.6% 25.4% 4.3% 85.6% 14.4%
1975 502.0 191.6 13.7% 38.2% 21.8% 16.4% 57.2% 42.8%
1976 596.1 325.0 16.6% 54.5% 37.1% 17.4% 68.0% 32.0%
1977 586.0 311.6 18.5% 55.5% 35.7% 17.0% 67.2% 32.8%
1978 621.0 112.4 13.6% 50.2% 4.2% 16.1% 23.4% 76.6%
1979 785.1 420.5 18.6% 53.6% 40.9% 12.6% 76.5% 23.5%
1980 1,047.0 473.5 16.3% 45.2% 32.7% 12.5% 72.3% 27.7%
1981 2.290.0 882.8 18.8% 38.6% 24.9% 13.7% 64.5% 35.5%
1982 3.430.0 1,165.6 20.3% 34.0% 22.4% 11.6% 65.8% 34.2%
1983 3,657.9 1,489.3 26.0% 40.7% 23.0% 17.7% 56.5% 43.5%
1984 5.144.7 2.271.4 31.8% 44.1% 19.5% 24.6% 44.2% 55.8%
1985 5.995.0 2.254.9 28.3% 37.6% 17.5% 20.2% 46.4% 53.6%
1986 5.323.8 2,181.4 29.3% 41.0% 17.6% 23.4% 42.9% 57.1%
1987 8.065.0 3,405.4 33.4% 42.2% 15.0% 27.2% 35.5% 64.5%
1988 8,944.0 3,696.1 31.7% 41.3% 15.4% 26.0% 37.2% 62.8%
1989 9.085.8 4.070.1 35.0% 44.8% 14.6% 30.1% 32.7% 67.3%
1990 10.240.2 4.771.1 36.8% 46.6% 14.1% 32.5% 30.2% 69.8%
1991 10.581.4 4,907.3 36.1% 46.4% 13.5% 32.9% 29.1% 70.9%

1992 12.191.7 5,268.1 35.8% 43.2% 10.3% 32.9% 23.9% 76.1%
1993 12.736.4 5,420.8 35.3% 42.6% 9.9% 32.6% 23.3% 76.7%
1994 15,372.1 6.286.4 34.7% 40.9% 11.4% 29.5% 27.8% 72.2%

Source: Until 1992 V arious issues o f  S IS  F o re ig n  T rade S ta tis tic s:  then SPO  (1 9 9 5 . 1996).
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Table 3A.9 Provincial breakdown of textile and clothing establishments employing 
more than 10 workers, 1979 (current TL, thousand TL)

provinces number o f  number o f  annual wages 
establishments employees thousand TL

gross fixed 
capital 

formation 
thousand TL

value added 
thousand TL

Adana 14 215 4,637,886 1,920,518 19,638,522
Agri 1 - - - -

Afyon 3 74 975,692 80,000 3,060,288
Ankara 8 106 1,620,996 1,430,449 18,382,716
Antalya 2 - - - -
Aydin 15 211 3,276,272 1,384,741 31,459,636
Balikesir 3 61 879,414 569,275 1,520,926
Bilecik 1 - - - -
Bolu 1 35 619,286 226,851 963,180
Burdur 1 - - - -
Bursa 41 551 8,862,899 6,315,901 29,786,389
Corum 1 - - - -
Denizli 25 335 4,693,249 1,349,358 21,594,753
Diyarbakir 2 - - - -
Edime 1 - - - -
Erzincan 1 - - - -
Gaziantep 26 322 5,028,197 689,900 32,104,690
Hakkari 1 - - - -
Hatay 10 149 2,138,162 522,621 19,219,872
Isparta 13 171 2,323,741 66,584 4,541,627
Ice! 4 57 2,233,939 171,600 5,261,132
Istanbul 222 3,556 68,223,490 46,364,629 338,723,796
Izmir 35 508 8,502,074 3,118,645 52,421,783
Kayseri 6 119 1,880,076 306,678 15,513,003
Kirklareli 1 - - - -
Kocaeli 2 - - - -
Konya 4 48 628,253 128,689 778,213
Kutahya 3 42 635,060 - 1,054,355
Malatya 3 55 964,704 856,760 4,722,232
Manisa 24 300 5,364,499 699,808 43,833,042
K.mras 5 70 913,281 1,041,257 6,709,624
Mugla 1 - - - -
Sakarya 3 48 796,200 234,000 2,181,739
Samsun 5 63 827,139 3,401,987 8,896,417
Tekirdag 2 - - - -
Trabzon 1 - - - -
Usak 44 531 9,098,799 1,059,030 20,344,030

Zonguldak 1 - - - -
Aksary 2 - - - -

*Data abaout one or two private sector establishments are not given also due to the code o f  
confidentiality implemented by law.
Source: SIS, Manufacturing Statistics records.
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Appendix II 
Table 3A.10

years profit (loss) 
constant million TL 

(1968 prices)

exports
current million dollars

1976 48.63 20.35
1977 93.73 8.9
1978 147.15 11.73
1979 186.16 25.65
1980 108.55 19.25
1981 16.71 9.45
1982 (65.2) 30.49
1983 (2.62) 37.58
1984 222.88 26.96
1985 75.39 25.21
1986 137.14 42.3
1987 54.94 63.98
1988 (357.47) 63.64
1989 (541.82) 71.31
1990 (754.51) n/a
1991 (1,047.76) 50.84
1992 n/a 48.92
1993 a/a 82.92

Source: Compiled from Toprak (1989) and Sumerbank data records

Appendix II
Table 3A. 11 Machinery imports in textile and clothing industry, 1982-1994

years machinery for machinery o f auxiliary machines machnery clothing
fibre & yarn for fabric in fibre and fabric for machines

production production production million finishing million US
million US million US US dollars million US dollars

dollars dollars dollars
1982 47.20 35.299 12.731 18.722 6.823
1983 67.36 39.026 18.033 23.69 12.179
1984 114.33 58.135 21.971 23.594 16.479
1985 107.60 49.438 30.658 39.19 27.427
1986 166.91 71.508 32.419 42.909 29.775
1987 140.79 81.142 33.631 49.599 45.708
1988 117.47 105.845 34.79 60.82 34.197
1989 130.38 133.138 33.829 59.765 49.101
1990 287.45 275.071 63.403 154.728 94.853
1991 215.08 159.846 53.32 138.631 67.169
1992 291.00 246.241 75.269 149.158 68.183
1993 440.24 302.308 74.663 139.613 72.13
1994 265.89 172.924 57.635 n/a n/a

Source: SIS, Foreign Trade Statistics
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Appendix II
Table 3A.12 Provincial breakdown of textile and clothing establishments employing between 10 and 
24 ,workers 1992 (current thousand TL)

provinces number o f  
establishments

number o f  
employees

annual wages 
thousand TL

gross fixed 
capital 

formation 
thousand TL

value added 
thousand TL

Adana 14 215 4,637,886 1,920,518 19,638,522
Agri 1 - - - -
Afyon 3 74 975,692 80,000 3,060,288
Ankara 8 106 1,620,996 1,430,449 18,382,716
Antalya 2 - - - -
Aydin 15 211 3,276,272 1,384,741 31,459,636

. Balikesir 3 61 879,414 569,275 1,520,926
Bilecik 1 - - - -
Bolu 1 35 619,286 226,851 963,180
Burdur 1 - - - -
Bursa 41 551 8,862,899 6,315,901 29,786,389
Corum 1 - - - -
Denizli 25 335 4,693,249 1,349,358 21,594,753
Diyarbakir 2 - - - -
Edime 1 - - - -
Erzincan 1 - - - -
Gaziantep 26 322 5,028,197 689,900 32,104,690
Hakkari I - - - -
Hatay 10 149 2,138,162 522,621 19,219,872
Isparta 13 171 2,323,741 66,584 4 ,5 4 1 ,6 2 7

Icel 4 57 2,233,939 171,600 5,261,132
Istanbul 222 3,556 68,223,490 46,364,629 338,723,796
Izmir 35 508 8,502,074 3,118,645 52,421,783
Kayseri 6 119 1,880,076 306,678 15,513,003
Kirklareli 1 - - - -
Kocaeli 2 - - - -
Konya 4 48 628,253 128,689 778,213
Kutahya 3 42 635,060 - 1,054,355
Malatya 3 55 964,704 856,760 4,722,232
Manisa 24 300 5,364,499 699,808 43,833,042
K.mras 5 70 913,281 1,041,257 6,709,624
Mugla 1 - - - -
Sakarya 3 48 796,200 234,000 2,181,739
Samsun 5 63 827,139 3,401,987 8,896,417
Tekirdag 2 - - - -
T rabzon 1 - - - -
Usak 44 531 9,098,799 1,059,030 20,344,030

Zonguldak 1 - - - -
Aksary 2 - - - -

*Data abaout one or two private sector establishments in provinces are not given due to the code o f  
confidentiality implemented by law.
Source; Unpublished S'/S' , M a n u f a c t u r i n g  Statistics .
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Table 3 A. 13 Provincial breakdown o f textile and clothing establishments employing more than 25 
workers in 1992 (current TL, thousand TL)*

provinces Private number number o f  
(P) or o f  employees 

State (S) establish 
establish ments 

ments

annual wages 
thousand TL

gross fixed capital 
formation 

thousand TL

value added thousa

Adana S 3 4,467 225,526,397 - 291,485,3
P 27 15,993 891,917,667 10,636,521 2,408,277,0

Adiyaman S 1 654 37,471,684 196,168 88,967,1
P (* )2 1,066 32,815,431 24,476,602 348,117,5

Afyon S
P

1
0

53 2,261,411 20,800 9,403,6

Amasya S 0 - - -
P (*)2 203 4,289,148 44,715 26.872,4

Ankara s 0 - - -
p 26 2,625 80,104,311 77,448.624 369,590,3

Antalya s 1 658 43,999,968 3,669,133 49,443,9
p 4 2,196 76,336,409 584.351 198,911,3

Aydin s 1 1,515 92,245,333 5,744,610 60,186,7
p 14 2,446 97,464,795 21,357,641 384,265.8

Balikesir s 0 - - -
p 4 419 15,759,750 1,814,950 46,673,1

Bilecik s 0 - - -
p (*)1 384 17,183,497 1,585,309 80,206,1

Burdur s 0 - - -
p (*)2 99 1,705,089 - 1,259,4

Bursa s 1 2.436 105,218,138 41,427,228 252.159.8
p 158 28.631 1,054,057,083 3,393,881,506 5,122,476,0

Canakkale s 0 - - -
p (*)1 74 1,203,540 865,353 5,680,7

Corum s 0 - - -
p (*)] 147 2,525,540 1.400 8,541,7

Denizli s 1 642 47,813,196 10,858,364 45,177,1
p 49 7.878 156,086,777 145,100,193 945,671,3

Diyabakir s
p 0

827 52,831,326 183,357 50,549,4

Edime s 0 - - -
p 6 1,798 71,585,956 690,522 405,462,1

Elazig s 0 - - -
p (*)2 131 3,229,821 329,997 4,306,5

Malatya s
p

2

0
897 45,507,378 96,783 21,281,5

Eskisehir s I 786 52,805,171 1,844,346 43,486,3
p 8 1,676 37,309,794 5,789,999 90,911,9

Gsziantep s 0 - • -
p 62 8,721 183,523,744 278,955,185 831,618,0

Hatay s 0 - - -
p (*)2 562 7,169,845 - 11,477,5

Isparta s 1 283 19,469,661 - 972,4
p 11 741 13,884,874 1,717,393 49,203,0

Icel s 0 - - -
p 9 3,548 173,095,715 28,947,252 594,183,9
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Istanbul S 3 2,970 187,995,037 318,249 157,686,8
P 1035 105,356 3,029,135,550 1,666,090,577 15,369,490.5

Izmir S 2 2,792 191,295,285 18,292,219 154,881,6
P 220 19,161 464,407,851 63,267,463 1,756,675,9

Kars s 1 323 26,310,785 - 34,319,1
p 0 - - -

Kastamonu s 1 271 14,928,403 - 28,859,6
p 3 86 1,334,796 238,481 3,055,7

Kayseri s 2 1,740 116,771,140 - 69,400,8
p 18 6,929 262,938,306 225,187,846 988,408.3

Kirklareli s 0 - - -
p 5 1,425 51,550,193 21,907,414 450,870,0

Kocaeli s 2 601 37,087,072 3,275,522 61,423,8
p 6 1,605 131,312,070 43,409,599 524,468.6

Konya s 1 1,083 64,353,884 118,422 245,220.7
p (*)2 56 792,124 423,805 6,459,5

Kutahya s 0 - - -
p (*)2 552 15,659,017 - 55,327,9

Malatya s 1 1,863 119,706,291 709,374 151,584,0
p 5 1,133 37,022,629 19,904,243 107,980,1

Manisa s 1 953 67,416,445 - 106,557,9
p 12 2,764 72,860,117 9,127,406 283,465,1

K.Maras s 1 927 49,388,630 - 77,267,2
p 11 2,086 49,485,411 138,122,784 343,825.5

Mugla s 0 - - -
p 3 133 8,946,941 474,696 15,218,5

Nevsehir s ] 304 19,006,405 9,449,448 25,434,6
p (*)2 174 2,376,016 1,195,223 7,188,2

Nigde s 0 - - -
p (*)l 1,250 39,732,161 32,721,520 238,432,4

Samsun s 0 - - -
p 10 772 12,699,776 6,140,385 35,237,5

Sinop s 0 - - -
p (*)1 422 9,573,871 - 13,574,8

Sivas s I 146 6,132,257 - 653,7
p 0 - - -

Tekirdag s 0 - - -
p 46 11,150 445,551,882 213,085,186 2,369,031,1

Tokat s 0 - - -
p 3 411 10,097,560 17,944,905 84,569,8

Trabzon s 0 - - -
p (*)1 28 333,500 - 461,3

S.Urfa p 1 42 3,391,118 - 442,4
s (*)I 331 7,983,836 345,000 20,952,0

Usak p 0 - - -

s 29 2,172 31,881,552 33,675,405 125,216,4
Van p 1 331 24,091,562 342,576 33,740,3

s 0 - - -
Karaman p 1 768 47,394,593 176,736 63,444,7

s 0 - - -

*Data abaout one or two private sector establishments in provinces are not given due to the code o f  
confidentiality implemented by law.
Source: Unpublished 5 /5  Annual M anufacturing Statistics.
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Appendix II, 
Table 3A.14 Activity of major non-textiles industries in Turkey,

ISTC code number o f  
establishments

number o f  value added 
employees thousand TL 

1968 prices
1980 31 1,636 71,975 3,329,223

35 983 53,118 4,512,585
37 481 24,632 1,489,710
38 2,233 125,524 5,846,373

381 779 33,251 1,359,505
382 597 33,896 1,458,050
383 409 28,093 1,652,958
384 396 28,882 1,348,184

1985 31 2,071 95,438 4,963,598
35 994 63,897 5,899,046
37 478 31,562 2,861,126
38 2,512 162,335 9,318,604

381 882 42,057 1,441,123
382 694 40,656 2,089,618
383 419 35,576 2,717,637
384 428 46,667 2,614,306

1990 31 1,679 106,120 9,485,054
35 792 75,766 13,121,316
37 369 35,689 4,903,642
38 1,962 186,182 19,831,833

381 694 42,252 3,330,297
382 543 42,157 4,766,003
383 365 46,667 5,456,535
384 301 51,445 6,029,226

31 ;Food, bevarage and tobacco industries
35;Chemicai and petroleum, coal, rubber and plastic industries
37:Basic metal industries
38:Manufacture fabricated metal products, machinery and equipment and transport vehicle industries 
381 : Manufacture o f fabricated metal products 
3 8 2 :M a n u f a c tu r e  o f  m a c h in e r} ' ( e x c e p t  e le c tr ic a l)
3 8 3 :M a n u f a c tu r e  e le c tr ic a l  m a c h in e ry  a n d  a p p a ra tu s ,  a p l l ia n c e s  a m d  a p p a r a tu s
3 8 4 :m a n u fa c tu re  o f  t r a n s p o r t  e q u ip m e n t
S o u rc e ; SIS Annual M anufucturinglindustry Statistics
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years total value o f total number o f  
IICs for private IICs for private 

sector to total sector to total 
value o f  l i e  number o f  IIC 

(per cent) (per cent)

total value o f  
textile IICs for 

private sector to 
total value o f  

textile IICs 
(per cent)

total number o f  
textile IICs for 

private sector to 
total number o f  

textile IICs 
(per cent)

1980 89.7% 97.9% 99.5% 96.8%
1981 82.2% 99.3% 55.6% 93.6%
1982 82.6% 98.5% 100.0% 100.0%
1983 92.9% 95.5% 100.0% 100.0%
1984 80.1% 89.8% 100.0% 99.4%
1985 48.4% 87.3% 100.0% 100.0%
1986 62.0% 87.8% 97.0% 99.4%
1987 76.9% 93.6% 99.7% 99.7%
1988 77.1% 94.3% 99.8% 99.1%
1989 87.0% 96.6% 99.9% 99.2%
1990 99.5% 99.5% 100.0% 100.0%
1991 76.1% 93.5% 100.0% 100.0%
1992 91.6% 95.2% 100.0% 99.7%
1993 92.7% 96.2% 99.8% 99.6%
1994 90.2% 96.7% 99.3% 99.4%

S o u rc e ; Vndersecretariat o f  Treasury d a ta  re c o rd s
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Table 3 A I 6 .  Types of investment incentive certificates in textile and clothing and total sectors (numbers-per cent)

new
investments in 

total sectors

modernization and 
renovation 

investments in 
total sectors

integration R&D. 
investments in enviromentall 

total sectors y friendly 
projects in 

total sectors

others new 
(for unfinished investments in 

projects and textile sector 
financial 

bottlenecks) in 
total sectors

modernization integration 
and investments in 

renovation textile sector 
investments in 

textile sector

others 
(for unfinished 

projects and 
financial 

bottlenecks) in 
textile sector

1980 82.5% 12.4% 0.2% 0.0% 4.9% 48.4% 29.0% 3.2% 19.4%
1981 92.4% 4.9% 0.2% 0.0% 2.5% 33.0% 44.7% 0.0% 22.3%
1982 83.7% 12.0% 0.8% 0.0% 3.5% 59.4% 30.2% 3.8% 6.6%
1983 70.6% 20.8% 1.6% 0.0% 7.0% 46.1% 47.1% 1.0% 5.9%
1984 67.0% 23.9% 1.3% 0.0% 7.8% 45.8% 44.0% 2.4% 7.8%
1985 62.5% 28.7% 2.2% 0.0% 6.6% 38.6% 48.2% 5.6% 7.6%
1986 63.4% 27.4% 2.9% 0.0% 6.3% 45.5% 36.5% 9.0% 9.0%
1987 66.7% 26.3% 1.3% 0.0% 5.7% 54.1% 34.1% 5.4% 6.5%
1988 66.0% 26.5% 1.6% 0.0% 5.9% 54.8% 33.9% 6.1% 5.2%
1989 75.0% 19.6% 1.7% 0.0% 3.7% 64.7% 28.1% 4.6% 2.6%
1990 86.8% 11.3% 0.5% 0.0% 1.4% 63.5% 31.6% 2.8% 2.1%
1991 71.9% 23.4% 0.7% 0.0% 4.0% 66.0% 29.2% 0.8% 4.0%
1992 52.3% 40.2% 1.7% 0.0% 5.8% 40.4% 52.8% 3.0% 3.9%
1993 53.5% 42.2% 0.6% 0.1% 3.6% 50.8% 46.8% 1.2% 1.2%
1994 61.2% 34.4% 0.6% 0.1% 3.7% 53.6% 43.4% 0.9% 2.0%

I

Source: Undersecretariat o f  Treasury data records
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Appendix II 
Table 3&17 Investment Incentive Certificates of Total Sectors in Normal and Priority

year lA IB IIA IIB IIIA IIIB
1980 11.2% 88.8% 4.3% 95.7% 19.2% 80.8%
1981 10.0% 90.0% 7.1% 92.9% 8.7% 91.3%
1982 8.5% 91.5% 4.4% 95.6% 9.0% 91.0%
1983 9.2% 90.8% 26.8% 73.2% 14.1% 85.9%
1984 11.9% 88.1% 7.8% 92.2% 11.2% 88.8%
1985 14.4% 85.6% 9.9% 90.1% 15.1% 84.9%
1986 16.0% 84.0% 15.7% 84.3% 15.5% 84.5%
1987 14.5% 85.5% 5.3% 94.7% 13.7% 86.3%
1988 15.7% 84.3% 7.5% 92.5% 7.6% 92.4%
1989 30.9% 69.1% 14.0% 86.0% 17.0% 83.0%
1990 75.5% 24.5% 42.1% 57.9% 39.2% 60.8%
1991 39.2% 60.8% 24.6% 75.4% 37.5% 62.5%
1992 13.2% 86.8% 12.2% 87.8% 16.5% 83.5%
1993 12.3% 87.7% 12.8% 87.2% 13.2% 86.8%
1994 12.5% 87.5% 14.8% 85.2% 15.7% 84.3%

A : th e  s h a re  o f  th e  p la c e s  h a v in g  p r io r i ty  fo r  d e v e lo p m e n t  in to ta l  n u m b e r  o f  IIC  
IB ; th e  s h a r e  o f  th e  o th e r  p la c e s  in  to ta l  n u m b e r  o f  IIC
IIA ith e  s h a re  o f  th e  p la c e s  h a v in g  p r io r i ty  in  to ta l  v a lu e  o f  in v e s tm e n t  h o ld in g  IIC  
IIB : th e  s h a r e  o f  th e  o th e r  p la c e s  in  to ta l v a lu e  o f  in v e s tm e n t  h o ld in g  IIC
I l lA i th e  s h a re  o f  th e  p la c e s  h a v in g  p r io r i ty  fo r  d e v e lo p m e n t  in  to ta l  n u m b e r  o f  e m p lo y e e s  o f  th e  in v e s tm e n ts  
h o ld in g  l i e
I I IB :th e  s h a r e  o f  th e  o th e r  p la c e s  to ta l  n u m b e r  o f  e m p lo y e e s  o f  th e  in v e s tm e n ts  h o ld in g  IIC  
S o u rc e : U ndersecretariat o f  Treasury d a ta  re c o rd s .

Appendix II 
Table 3418 Investment Incentive Certificates of Textiles in Normal and Priority

year lA IB IIA IIB lllA IllA
1980 16.1% 83.9% 3 j% 96.5% 46.8% 53.2%
1981 5J% 94.7% 1.7% 98.3% 7.1% 92.9%
1982 0.9% 99.1% 0.1% 99.9% 0.5% 99.5%
1983 5.9% 94.1% 12.1% 87.9% 6.3% 93.8%
1984 6.0% 94.0% 1 1.9% 88.1% 18.9% 81.1%
1985 3.6% 96.4% 3.8% 96.2% 19.0% 81.0%
1986 5.1% 94.9% 13.0% 87.0% 11.3% 88.7%
1987 7.6% 92.4% 6.8% 93.2% 27.4% 72.6%
1988 11.3% 88.7% 14.6% 85.4% 15.1% 84.9%
1989 14.8% 85.2% 29.0% 71.0% 35.8% 64.2%
1990 45.7% 54.3% 58.2% 41.8% 49.7% 50.3%
1991 43.9% 56.1% 65.1% 34.9% 35.8% 64.2%
1992 8.0% 92.0% 11.9% 88.1% 27.2% 72.8%
1993 12.3% 87.7% 19.9% 80.1% 13.3% 86.7%
1994 14.3% 85.7% 37.1% 62.9% 12.1% 87.9%

I A : th e  s h a re  o f  th e  p la c e s  h a v in g  p r io r i ty  fo r  d e v e lo p m e n t  in to ta l  n u m b e r  o f  IIC  fo r  te x t i le  a n d  c lo th in g  
IB : th e  s h a re  o f  th e  o th e r  p la c e s  in  to ta l n u m b e r  o f  IIC  fo r  te x t i le  a n d  c lo th in g
I IA :th e  s h a re  o f  th e  p la c e s  h a v in g  p r io r i ty  in to ta l  v a lu e  o f  in v e s tm e n t  h o ld in g  IIC  fo r  te x t i le  a n d  c lo th in g  

IIB : th e  s h a re  o f  th e  o th e r  p la c e s  in  to ta l v a lu e  o f  in v e s tm e n t  h o ld in g  IIC  fo r  te x t i le  a n d  c lo th in g  
I I IA :th e  s h a r e  o f  th e  p la c e s  h a v in g  p r io r i ty  fo r  d e v e lo p m e n t  in to ta l  n u m b e r  o f  e m p lo y e e s  o f  th e  in v e s tm e n ts  
h o ld in g  IIC  fo r  te x t i le  a n d  c lo th in g
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I I IB ;th e  s h a re  o f  th e  o th e r  p la c e s  to ta l n u m b e r  o f  e m p lo y e e s  o f  th e  in v e s tm e n ts  h o ld in g  IIC  fo r  te x t i le  a n d  
c lo th in g
S o u rc e : Undersecretariat o f  Treasury  d a ta  re c o rd s .
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Appendix II 
Table 34.19 Provincial distribution o f ‘Investment Incentive Certificates’ (IICs),

Provinces Number o f  
IICs on textiles 

and clothing 
1980-1989

Number o f  
IICs 

on textiles 
and clothing 
1980-1995*

Value o f  
IICs on textile 

and clothing 
1968 prices 
million TL 
1980-1989

Value o f  
IICs on 

textile and 
clothing 

1968 prices 
million TL 

1990-1995*
Adana 96 39 4,273.1 98,951.3
Adiyaman 18 40 2,965.0 2,078.3
Afyon 3 2 48.7 31.4
Agri 0 1 - 0.7
Amasya 3 3 314.7 525.2
Ankara 15 22 727.6 944.0
Antalya 4 4 396.8 340.7
Artvin 0 1 - 6.7
Aydin 24 16 735.4 657.4
Balikesir 3 2 10.2 239.1
Bilecik 13 4 410.8 17.9
Bingo! 1 0 1.3 -
Bitlis 2 5 10.7 6.4
Bolu 2 1 8.8 479.5
Burdur 1 3 16.5 78.6
Bursa 442 267 20,019.1 28,493.3
Canakkale 3 1 168.7 5.5
Cankiri 2 23 24.7 2,044.7
Corum 7 1 84.2 2,077.7
Denizli 109 155 2,893.3 58,082.3
Diyarbakir 15 30 179.8 2,026.0
Edirne 20 6 1,513.6 1,866.1
Elazig 6 0 284.5 228.3
Erzincan 1 3 19.1 68.5
Erzurum 4 1 185.5 88.4
Eskisehir 6 8 103.0 592.5
Gaziantep 128 80 10,559.9 25,937.4
Giresun 1 0 23.1 -
Gumushane 1 0 19.3 -
Hakkari 1 0 17.0 -
Hatay 9 5 356.0 6,815.2
Ispaarta 21 11 705.3 1,698.1
Ice! 19 12 758.3 628.9
Istanbul 792 576 16,197.9 33,003.3
Izmir 109 76 3,191.5 4,835.0
Kars 2 2 258.4 6.1
Kastamonu 2 12 6.9 18.8
Kayseri 62 32 3,994.3 3,304.3
Kirklareli 15 22 918.2 3,460.3
Kirsehir 0 1 - 7.2
Kocaeli 14 6 1,910.5 1,601.1
Konya 3 1 17.3 4,996.6
Kutahya 8 1 259.9 550.9
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Malatya 15 51 6,893.3 20,573.1
Manisa 35 9 1,132.7 503.5
Maras 65 138 2,882.3 46,919.0
Mardin 9 7 39.3 14.5
Mugla 1 1 2.2 15.7
Mus 0 1 - 0.3
Nevsehir 2 2 22.9 1,103.7
Nigde 10 7 377.6 300.2
Sakarya 12 1 33.8 6,523.5
Smasun 4 2 37.1 171.3
Siirt 13 9 17.4 -
Sinop 3 6 48.9 192.6
Sivas 4 9 30.7 321.7
Tekirdag 91 172 12,462.5 37,867.9
Tokat 8 13 72.1 2,428.3
Tunceli 1 0 32.7 -
San 11 urfa 12 10 548.1 1,372.9
Usak 94 27 916.6 4,183.7
Van 2 1 21.9 3.3
Yozgat 1 5 25.0 16.2
Zonguldak 1 19 1.2 5,343.3
Bayburt 0 1 - 2.2
Karaman 0 1 - 75.9
Batman 0 24 - 219.7
Bart in 9 - 1,917.7

* Until the May 1, 1995
Source; Undersecretariat o f Treasury data records.
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years total
imports

textile
imports

textile
imports/total

imports
1965 572.0 17.3 3.0%
1970 947.6 17.6 1.9%
1975 4,738.6 66.3 1.4%
1976 5,128.6 58.4 1.1%
1977 5,796.3 50.5 0.9%
1978 4,599.0 49.7 1.1%
1979 5,069.4 45.7 0.9%
1980 7,909.4 79.5 1.0%
1981 8,933.4 78.1 0.9%
1982 8,842.7 103.3 1.2%
1983 9,235.0 97.9 1.1%
1984 10,756.9 116.8 1.1%
1985 11,343.4 145.0 1.3%
1986 11,104.8 159.4 1.4%
1987 14,157.8 202.0 1.4%
1988 14,335.4 258.0 1.8%
1989 15,792.1 289.8 1.8%
1990 22,302.1 565.2 Z5%o
1991 21,047.0 538.2 2.6%
1992 22,871.1 554.7 2.4%
1993 29,428.4 849.0 2.9%
1994 23.270.0 968.1 4.2%

Source: Foreign Trade statistics
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I able 3 A.2 1. 1 urkish textile imports by regions and countries ol'origin, 1982, 1987, 1993- percen t

I
Years Regions o f origin Share ol regions Principal Countries o f Origin and Their Shares
1982 IX  (10) 39.6% West Ciermany 17.9 %, Italy 8.8 %, UK 4.1%, France 3.6%, Netherlands 3.2%

Central Asia and Far 
Fast

7 .l°o Bangladesh 3.0%, Taiwan 2.6%, Japan 0.5%, India 0.3

USA-Canada l9.4«'o USA l8.8"/o
Australia-New Zealand 8.3% Australia 7.6%
Others 25.6"/o Austria 7.6%, Switzerland 7.1%, Yugoslavia 4.2%, Uruguay 1.7%, Spain 0.9%

1987 EC (12) 29.9% West Germany 9.9%, Italy 8.6%, Greece 4.5%, UK 2.5%, France 1.9%
Central Asia and Far 
East

19.3‘îo China 10.2%, India 4.1%, Bangladesh 1.8%, Taiwan 1.2% , Japan 0.7%

USA-Canada 15.1% USA 15.1%
Australia-New Zealand 13.6% Australia 11.2%
Others 22.1% Austria 3.1%, Romania 2.3%, USSR 1.7%, Ivory Coast 1.5, Egypt 1.5%

1993 EC (12) 32.0% Germany 12.6%, Italy 10.2%, UK 1.9%, France 1.9%, Belgium-Lux 1.6%, Netherlands 1.5%
Central Asia and Far 
East

42.4% Pakistan 6.7%, S.Korea 5.5%, China 5.5%, Turkmenistan 4.3%, India 4.1%, Taiwan 3.8, 
Indonesia 2.2%, Uzbekhistan 1.8%, Azarbejan 1.5%

USA-Canada 4.7% USA 4.6%
Australia-New Zealand 4.7% Australia 3.6%
Others 15.4% Russia 4.3%, Romania 1.5% Egypt 1.3, Austria 1.2%, Switzerland 1.1%

Source; Calculated from SIS  Foreign Trade Statistics 1982, 1987 and 1993.
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Appendix II

Table 4A.1 Strikes in Turkey: 1965-1994

number o f  strikes number o f  workers involved in 
strikes

days lost in strikes

year private state private state private stat(
1963 6 1 1,156 218 8767 3.48!
1964 75 6 6,226 382 181,354 11.48!
1965 38 5 5,049 524 225,088 15.46<
1966 34 5 9,110 1,291 380,095 29,71'
1967 51 40 2,896 5,266 137,771 54.42.'
1968 50 9 6,160 1,978 66.477 137.30:
1969 60 22 7,848 15,342 235,321 122.47!
1970 61 50 6,941 19,022 139,633 120,70.'
1971 67 30 13,493 6,533 195,100 100,85(
1972 10 4 4,226 2,932 129,594 17.991
1973 15 7 7,105 5,179 264,470 215.381
1974 23 22 5,656 15.390 213,996 256.08:
1975 77 13 19,542 5,847 871.634 231,04!
1976 83 22 20,198 12,701 1,368.735 399.46(
1977 138 29 41,510 18,379 4,461,879 1,316,32(
1978 148 27 24,202 3,006 1,445,427 253,47!
1979 144 46 18,044 21.857 1,502,922 714,42.'
1980 197 30 34,564 1,652 4,054.024 1,354,59'
1981 - - - - -
1982 - - - - -
1983 - - - - -

1984 1 3 35 526 2.695 2.25:
1985 21 - 2,410 - 194.296
1986 21 - 7,926 - 234.940
1987 303 4 21.808 6.490 1,620.580 341.36(
1988 147 9 17.207 12.850 838.566 1,054.08‘
1989 164 7 9.282 30.153 652,774 2 ,258,63.-
1990 438 20 107.690 58.616 2,102,700 1,363,85(
1991 376 22 102.440 62.528 2,619,926 1.189,42!
1992 50 48 4.725 57.464 391,949 761,62(
1993 40 49 4,719 2,189 499,273 75,46!
1994 24 12 2.064 2.718 212.036 30,55:

Source: Ministry o f  Labour and Social Security, Labour statistics , various issues.
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Table 4A.2 Real wages in state and private sector, 1981-1992 
(index 1981=100)
years real wages in state 

sector
real wages in 
private sector

1981 100 100
1982 89 96
1983 86 88
1984 74 83
1985 62 78
1986 54 76
1987 55 86
1988 46 81
1989 64 107
1990 83 124
1991* 109 186
1992** 119 190
Source: OECD ( 1993:61 ) based on the data o f  Turkish Confederation o f  Employers Association
and  o f  the Supreme Auditing Board o f  Turkey
*Provisional
**Estimate

Appendix 11 
Table 4A.3 The Supreme Audition Board (SAB) data on real wages in state 
entreprises 1981-1989 (index 1981 = 100. constant TL/ monthly based on 1968 
prices)

years real wages 
index. 1981 = 100

real wages, tl 
monthly 

1968 prices
1981 100.00 1052
1982 1 18.58 1248
1983 1 14.34 1203
1984 89.94 946
1985 76.46 805
1986 78.78 829
1987 84.89 893
1988 85.62 901
1989 94.15 991

Source: Bulutay (1992:52)
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Appendix II
Table 4A.4 wages of workers registered at the Social Insurance Organisation (SIC), 
1975-1994 (current TL/daily, constant TL/daily based on 1968 prices and index 
1975=100)___________________________________________

years average daily real daily insured real insured labour
insured labour labour wages wages

wages constant tl/daily 1975=100

1975 86 34 100.00
1976 115 • 39 115.80
1977 147 39 115.01
1978 208 37 110.87
1979 294 34 100.07
1980 427 23 67.34
1981 544 22 64.05
1982 691 22 66.76
1983 944 23 69.44
1984 1,307 22 64.76
1985 n/a n/a n/a
1986 n/a n/a n/a
1987 n/a n/a n/a
1988 802,5 28 84.49
1989 15,707 34 101.28
1990 28.585 39 114.99
1991 55,692 46 136.77
1992 80,585 38 113.32
1993 130,063 38 111.55
1994 185,270 26 77.03

Source; Calculated based on State Institute o f Statistics, Statistical Yearbook o f  Turkey (1983, 1987, 
1993;
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I able 4A.5 Real wages in stale and private nianufacturing industry.

Years Real monthly 
wages in total 

manufacturing 
industry per 

head 1968 prices

Real wages in Real monthly Real monthly wages 
total wages in state in private 

manufacturing manufacturing manufacturing 
industi) industry per industry per head 

1975 100 head 1968 1968 prices 
prices

Wages in state 
manufacturing 

industry/ wages in 
private 

manufacturing 
industry

Real wages in Real wages in 
state private 

manufacturing manufacturing 
industry industry 

1975-100 1975=100

1975 1.354 100 1,567 1,245 1.26 100 100
1976 1.720 127.0 2,092 1,567 1.38 133.5 121.8
1977 1,807 133.5 2,138 1,627 1.31 136.45 130.7
1978 1,829 135.1 2,136 1,660 1.29 136.3 133.3
1979 1.876 138.5 2,202 1,650 1.33 140.5 132.5
1980 1,438 106.2 1,837 1,194 1.54 117.2 96.0
1981 1,525 1 12.6 2,019 1,281 1.58 128.8 103.0
1982 1,556 1 14.9 2,391 1,362 1.75 152.6 109.4
1983 1.472 108.7 2,278 1,314 1.73 145.4 105.6
1984 1,303 96.2 2,040 1,210 1.69 130.2 97.2
1985 1,240 91.6 1,410 1,193 1.18 90.0 95.9
1986 1,202 88.8 1,358 1,163 1.17 86.7 93.4
1987 1,288 95.16 1,463 1,247 1.17 93. 100.1
1988 1,216 89.8 1,362 1,187 1.15 86.9 95.4
1989 1,525 1 12.6 2,023 1,388 1.46 129.1 11 1.5
1990 1,844 136.2 2,404 1,697 1.42 153.4 136.3
1991 2,396 177.0 3,399 2,104 1.62 216.9 169.0
1992 2,274 167.9 3.522 1,941 1.81 224.7 155.9

I

* The data cover only private establishments with 
Source: Calculated based on various issus o f  State

10 or more workers whereas all state establishments are included in these data, 
institute o f Statistics, Annual m anufacturing statistics
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Appendix II 
Table 4A.6 Inflation rate based on consumer price index (cpi), and year-on-year 
change in exchange rate in US dollars 1975-1995

years cpi exchange rate 
index 1965=100 US dollarsTL

inflation rate 
per cent

year-on-year change in 
exchange rate 

per cent
1974 179.0 14.1 - -

1975 254.3 14.6 42.1% 4.0%
1976 296.0 16.2 16.4% 11.0%
1977 378.7 18.1 28.0% 12.0%
1978 557.5 24.6 47.2% 36.0%
1979 874.2 35.2 56.8% 43.0%
1980 1,884.8 76.0 115.6% 116.0%
1981 2,523.9 110.2 33.9% 45.0%
1982 3,076.9 160.9 21.9% 46.0%
1983 4,042.7 224.0 31.4% 39^%
1984 5,999.4 364.9 48.4% 63.0%
1985 8,696.2 518.3 45.0% 42.0%
1986 11,706.8 669.4 34.6% 29.0%
1987 16,254.9 855.7 38.8% 28.0%
1988 28,234.7 1,420.8 73.7% 66.0%
1989 46,098.8 2,120.8 63.3% 49.0%
1990 73,896.3 2,607.6 60.3% 23.0%
1991 121,036.5 4,169.9 63.894 60.0%
1992 211,382.2 6,868.7 74.6% 65.0%
1993 346,576.4 10,986.0 64.0% 60.0%
1994 714,987.1 29,704.3 106.3% 170.0%
1995 1.384,215.0 45,705.4 9T6% 54.0%

Source; SIS. Statistical Indicators 1923-1992, and unpublished SIS data
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Appendix II
Table 4A.7 Real wages in state and private textile and clothing industry 
(1968 prices. Index 1975=100)___________________________________

year real monthly 
wages in 

textile and 
clothing 
industry 
per head 

1968 prices

real monthly 
wages in state 

textile industry 
per head 1968 

prices

real monthly 
wages in 

private textile 
and clothing 
industry per 
head 1968 

prices

real wages in 
textile and 

clothing 
industry 

1975=100

real 
monthly 
wages in 

state 
textile and 

clothing 
industry 

1975=100

real monthly 
wages in 
private 

textile and 
clothing 
industry 

1975=100

1975 1,141 1,347 1,079 100.0 100.0 100.0
1976 1,130 1,396 1,063 99.0 103.6 98.5
1977 1,311 1,525 1,260 114,8 113.2 116.8
1978 1,330 1,417 1,309 116.6 105.2 121.4
1979 1.333 1,403 1,315 116.8 104.2 121.9
1980 1,033 1,239 985 90.6 92.0 91.3
1981 1,097 1,386 1,039 96.2 102.9 96.4
1982 1.147 1,564 1,066 100.5 116.1 98.8
1983 1.134 1,396 1,085 99.4 103.6 100.6
1984 1.019 1.206 985 89.3 89.6 91.3
1985 957 1,103 933 83.8 81.9 86.5
1986 969 1,082 949 85.0 80.3 88.0
1987 1.011 1,219 978 88.6 90.5 90.6
1988 1,000 1,357 951 87.6 100.8 88.2
1989 1.097 1.694 1,025 96.1 125.8 95.0
1990 1.181 1.833 1,104 103.5 136.1 102.4
1991 1.692 2.616 1,567 148.3 194.3 145.3
1992 1.417 2,352 1,310 124.2 174.6 121.5

* The data cover only private estalishments with 10 or more workerswhereas all state establishments 
are included in these data.
Source: Calculated based on various issues o iS IS , Annual M anufacturing Statistics
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Appendix II 
Table 4A. 8 The comparison of monthly real wages in private textile and clothing 
industries
1 0 7 ^  =  1 0 0 0  /^ r^ rvn ctc in t T T  r\rv 1 O A Q

year real wages In private 
textile industry (constant 

tl/monthly)

real wages in private 
clothing industry 

(constant tl/monthly)

1975 1,095 859
1976 1,078 836
1977 1,286 915
1978 1,340 920
1979 1,356 930
1980 1,014 631
1981 1,084 595
1982 1,109 735
1983 1,136 752
1984 1,034 682
1985 1,016 585
1986 1,015 680
1987 1,059 713
1988 1,045 700
1989 1.129 776
1990 1.220 841
1991 1.815 1,012
1992 1,489 9.08

* The data cover only private establishments with 10 or more workers whereas all state 
establishments are included in these data.
Source: Calculated based on various issues o f  SIS, Annual M anufacturing Statistics
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Figure 4A.9 Current wages in textile and clothing industry in US dollars, 1975-1992 
(current US dollars/ daily)

years current real wages in 
textile industry 

current US 
dollars/monthly

current real wages in 
clothing industry 

current US dollars/daily

1975 6.64 5.04
1976 6.89 5.20
1977 9.17 6.59
1978 10.07 7.25
1979 11.14 7.08
1980 8.63 5.37
1981 8.56 4.61
1982 7.48 4.70
1983 7.01 4.52
1984 5.75 3.71
1985 5.68 3.25
1986 5.91 3.92
1987 6.78 4.46
1988 7.15 4.69
1989 8.66 5.66
1990 12.11 8.17
1991 18.78 10.19
1992 16.02 9.45

Source:Calculated based on A ppendix II-Table 4A.8
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Table 4A.10 Strikes in Textile and Clothing

Year Num ber of Num ber of N um bers of d ays
strikes strikers lost in strikes

1987 2 39 3 ,5 6 5
1988 2 545 4 ,5 5 0
1989 1 47 9 2 5 ,3 8 7
1990 3 519 2 5 ,8 7 3
1991 8 12,720 4 6 ,9 6 2
1992 - - -

1993 - - -

1994 - - -

1995* 8 11,868 300,241
*For ]. 
Source:

.1995 and 30.6.1995
Various issues o f  Labour Statistics, M inistry o f  Labour and  Social Security,

Appendix II,

state textiles and clothing private textiles and clothing
years annual 

value added 
per worker 

(constant 
TL 1968 

prices)

value added 
per worker, 

index 
1975=100

the share o f  
real wages in 

value added 
per worker 

(per cent)

value added value added 
per worker in per worker, 
(constant TL, index 

1968 prices) 1975=100

the share o f  
real wages 

in value 
added per 

worker 
(per cent)

1975 2.71 10 100 59.60% 2,6628 100 48.60%
1976 3.7792 181.71 44.30% 4,9453 185.72 25.80%
1977 2,9682 164.58 61.60% 4,4796 168.23 33.80%
1978 2.8465 176.51 59.70% 4,8153 180.83 32.60%
1979 3,0733 185.72 54.80% 5,0617 190.09 31.20%
1980 2,6576 143.58 56.00% 3,9017 146.52 30.30%
1981 2.6922 149.01 61.80% 3,9815 149.52 31.30%
1982 3.0485 162.58 61.60% 4,3557 163.58 29.40%
1983 2.8798 166.69 58.20% 4,4778 168.16 29.10%
1984 3,0374 165.35 47.70% 4,4564 167.36 26.50%
1985 2,6592 163.17 49.80% 4,3653 163.93 25.60%
1986 3,3370 176.04 38.90% 4,7069 176.76 24.20%
1987 3,4623 218.53 42.20% 5,8912 221.24 19.90%
1988 3,1723 199.58 51.30% 5,4402 204.3 21.00%
1989 3.2987 195.17 61.60% 5,2603 197.54 23.40%
1990 3,3325 204.44 66.00% 5,5518 208.49 23.90%
1991 3,2382 236.3 97.00% 6,6064 248.1 28.50%
1992 3,5735 256.3 79.00% 7,1654 269.09 21.90%

* The data cover only private establishments with 10 or more workers whereas all state
establishments are included in these data.
Source: Calculated based on various issues o f  SiS, A nnual M anufacturing Statistics
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Appendix II
Table 4A.12 Labour productivity in private textile and clothing industry

private textile industry private clothing industr
years value added per value added the share o f value added value added the share o f n

worker(constant tl, per worker, real wages per worker per worker. wages in val
1968 prices) index in value in(constant tl. index added p

1975=100 added per 
worker 

(per cent)

1968 prices) 1975=100 worker(per cei

1975 269.97 100 48.70% 216.84 100 47.6C
1976 507.13 187.85 25.50% 309.65 142.8 32.4C
1977 423.83 156.99 36.40% 763.13 351.94 14.4C
1978 497.05 184.11 32.40% 285.34 131.59 38.7C
1979 513.05 190.04 31.70% 424.27 195.66 23.5C
1980 403.29 149.38 30.20% 226.58 104.49 33.4C
1981 408.46 151.3 31.80% 294.66 135.89 24.2C
1982 452.77 167.71 29.40% 303.47 139.95 29.1C
1983 452.78 167.72 30.10% 415.34 191.54 21.7C
1984 442.14 163.78 28.10% 467.58 215.63 I7.5C
1985 472.29 174.94 25.80% 287.71 132.68 24.4C
1986 500.84 185.52 24.30% 347.5 160.26 23.5C
1987 628.82 232.92 20.20% 459.51 211.91 18.6C
1988 582.58 215.8 21.50% 440.97 203.37 19.1C
1989 565.76 209.56 23.90% 431.51 199.0 21.6C
1990 600.79 222.54 24.40% 450.96 207.97 22.4C
1991 717.82 265.89 30.30% 532.39 245.52 22.8C
1992 776.78 287.73 23.00% 580.75 267.83 18.8C

* The data cover only private establishments with 10 or more workers whereas all state 
establishments are included in these data.
Source: Calculated based on various issues o f  SIS, Annua! M anufacturing Statistics
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State Textile and Clothing Private Textile and Clothing Private 1 extile Private Clothing|
year Cl C l 1968 prices, 

(thousand)
CJI CI' per 

worker 
1968 prices 
(thousand)

1 he share 
o f Cl C l in 

value 
added per 
worker" o

Cil Cl 1968 
prices 

(thousand)

Cl Cl per 
workerTI, 

1968 prices 
(thousand)

The share 
of Cl Cl in 

value 
added per 
workei96

Cl Cl 1968 Cl CPpcr 
prices worker 11. 

(thousand) 1968 prices 
(thousand)

1 he share 
o l d  CP in 

value 
added per 
worker%

CFCFI968 GFCFpcr 
prices worker IL 

(thousand) 1968 prices 
(thousand)

1 he share 
ofCFCF in 

value 
added per 
worker%

1975 188.499.8 5.0 l7.9"o 1.399.043.2 1 1.3 42.496 1,374,272.5 1 1.9 44.1% 24,770.7 2.9 13.3%
1976 51.235.2 1.6 4.2" « 787.142.8 6.3 12.7% 728,554.0 6.2 12.3% 58,588.8 7.3 23.7%
1977 80.096.9 2.5 8.0" 0 962,308.1 7.0 15.6% 931,931.6 7.3 17.2% 30,376.5 3.1 4.1%
1978 280.429.8 8.3 27.6" 0 1.046.724.6 7.4 15.4% 986,033.3 7.5 15.2% 60,691.3 5.9 20.6%
1979 91.092.7 2.6 8.2% 1.21 1.514.9 8.9 17.5% 1,199,905.5 9.5 18.6% 11,609.4 l.l 2.6%
1980 84.150.4 2.5 9 096 595.432.0 4.2 10.7% 586,975.2 4.4 11.0% 8,456.8 0.8 3.5%
1981 I7I.9I7 .4 5.7 20.1% 621.962.1 4.1 10.3% 593,949.7 4.3 10.6% 28,012.4 2.0 6.9%
1982 163,334.1 5.2 16.2% 866,106.5 5.4 12.4% 814,587.3 5.7 12.7% 51,519.2 2.8 9.2%
1983 204.858.4 6.3 20.3% 1,094.052.8 6.4 14.3% 1,020,007.3 6.9 15.2% 74,045.5 3.2 7.8%
1984 199,170.7 6.1 18.4% 1.376.704.0 7.6 17.1% 1,307,604.9 8.4 19.0% 69,099.1 2.8 6.0%
1985 309.040.0 9.9 34.9% 3.408.654.6 17.9 41.1% 3,248,571.3 21.2 44.9% 160,083.3 4.4 15.1%
1986 404.949.9 12.0 33.196 1.974.850.7 10.4 22.1% 1,856,186.7 12.2 24.3% 118,664.0 3.2 9.1%
1987 155.073.5 4.7 12.596 2.329.604.8 1 1.2 18.9% 2,136,023.5 13.4 21.3% 193,581.3 4.0 8.6%
1988 60,888.2 1.9 5.7% 4.009,099.1 17.1 31.4% 2,492,131.9 14.6 25.1% 1,516,967.2 23.7 53.8%
1989 32,450.9 1.1 3.196 2.718,21 l .l 10.9 20.6% 2,448,131.7 13.9 24.5% 270,079.4 3.6 8.5%
1990 56,312.3 1.9 5.2% 2.757.238.1 10.9 19.696 2,516,988.6 14.3 23.8% 240,249.5 3.1 6.9%
1991 58,611.1 2.1 5.896 1,781,324.5 8.5 12.9% 1,505,006.6 10.4 13.4% 276,317.9 4.3 7.4%

I

Source: various Annual m anufacturing statislics,S\S>. 1991 is for establishment with more than 25 workers, the rest are for estblihments more than 10 workers

Os
Os



Appendix 367

Appendix II 
Table.4.14 Minumum monthly wages, 1974-1995 current TL. constant TL (1968 
prices ). US dollars

years monthly 
(between two gross

monthly
gross

monthly
gross

Validity date validity dates) wages current TL wages 1968 prices wages US $
1.07.1974 1,200.00

1974 5.65 85.35
1975 4.72 82.42
1976 4.05 74.21

1.06.1976 1,800.00
1976 6.08 1 1 1.32
1977 3.23 99.50

1.01.1978 3,300.00
1978 5.92 133.98
1979 3.77 93.72

1.05.1979 5.400.00
1979 6.18 153.37
1980 2.87 71.05
1981 2.14 48.98

1.05.1981 10.000.00
1981 3.96 90.71
1982 3.25 62.13

1.01.1983 16.200.00
1983 4.01 72.31
1984 2.70 44.40

1.04.1984 24.525.00
1984 4.09 67.22
1985 2.82 47.31

1.10.1985 41.400.00
1985 4.76 79.87
1986 3.54 61.85
1987 2.55 48.38

1.07.1987 74.250.00
1987 4.57 86.77
1988 2.63 52.26

1.07.1988 126.000.00
1988 4.46 88.68
1989 2.73 59.41

1.08.1989 225.000.00
1989 4.88 106.09
1990 3.04 86.29

1.08.1990 414,000.00
1990 5.60 158.77
1991 3.42 99.28

1.08.1991 801.000.00
1991 6.62 192.09
1992 3.79 116.62

1.08.1992 1.449,000.00
1992 6.85 210.96
1993 4.18 131.90

1.08.1993 2.497,500.00
1993 7.21 227.34
1994 3.49 84.08

1.09.1994 4,173,750.00
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1994 5.84 140.51
1.09.1995 8,460.000.00

1995 6.11 185.10
Source: M inistry o f  Labour, Working Life Statistics
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I able 5A. I The Population o f  Bursa: the town, district and prov ince , 1935-1990

Years Population Population Population Rate o f
o f Bursa o f the o f  the change in

Bursa Province the
District* population

of the 
lîursa 

5 \ears

Rate o f Rate of
change in change in

the the
population population 

o f Bursa o f the
District Province
5 years____________

Population o f  
lurkey

Urban 
population in 

I iirkey

Rate o f  
change in 

1 urkey 
5 years

* Bursa district covers the town o f  Bursa and surrounding villages and sub-districts 
Source: Various SIS, Population censuses o f  Bursa

Rate o f  
change in 

urban 
Population 

5 years

1935 72.187 140,944 442.760 17.5% 10.9% 10.7% 16,158,018 3,802,642 18.4% 15.0%
1940 77.598 149.008 461.648 7.5% 5.7% 4.3% 17,820,950 4,346,249 10.3% 14.3%
1945 85.919 161.047 491.899 10.7"! 6 8.1% 6.6% 18,790,174 4,687,102 5.4% 7.8%
1950 103,812 183,742 545,919 20.8" 0 14.1% 1 1.0% 20,947,188 5,244,337 1 1.5% 11.9%
1955 128,875 212,008 598,898 24.1% 15.4% 9.7% 24,064,763 6,927,343 14.9% 32.1%
I960 153,866 266,884 693,894 19.4% 25.9% 15.9% 27,754,820 8,859,731 15.3% 27.9%
1965 211,644 *320.527 755,504 37.6% 20.1% 8.9% 31,391,421 10,805,817 13.1% 22.0%
1970 275,593 379,484 847,884 30.2% 15.6% 12.2% 35,605,176 13,691,101 13.4% 26.7%
1975 346,103 465,657 961,639 25.6% 22.7% 13.4% 40,347,719 16,869,069 13.3% 23.2%
1980 445,113 607,221 1,148,492 28.6% 30.4% 19.4% 44,736,957 19,645,007 10.9% 16.5%
1985 612,510 748,358 1,324,015 37.6% 23.2% 15.3% 50,664,458 26,865,757 13.2% 36.8%
1990 834,578 901,840 1,603,137 36.3% 20.5% 21.1% 56,473,035 33,326,351 11.5% 24.0%

ÎI

w
On
NO
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T a b i c  5 . A . 2 A c t i v i t y  ol  s t a l e  t e x t i l e  a n d  c l o t h i n g  in d u s t r y  in i k i r s a .  1 9 7 7 - 1 9 9 3 ,  196 8  p r i c e s  ( t i io i i sa n J  I L)  a

year N um ber Ciross V alue Cjl'C I /V A  (d  CI per VA per R"
ol' fixed added (V A ). em p U n ess em p loyee
em p lo \e e s  capital (thousand

lorm atiou I I )
( ( i l  l  I )
(thousand
IT)

1977 Wool textile& rayon 6.112 9.894.70 89.428.40 11.10% 1.62 14.63
factories

1978 Wool textile& ra\on 4.203 5.788.20 135.170.20 4.30% 1.38 32.16
factories

1979 Wool textile& ra\oii 4.149 66,562.00 101.320.00 65.70% 16.04 24.42
factories

1983 Wool textile factory 3.623 680.4 88,999.40 0.80% 0.19 24.57
1984 Wool textile factory 3.619 455.0 86,126.40 0.50% 0.13 23.80
1985 Wool textile factory 3.501 431.0 110.529.30 0.40% 0.12 31.57
1986 Wool textile factory 3.371 175.9 97,499.80 0.20% 0.05 28.92
1987 Wool textile factory 3.197 947.7 126,196.70 0.80% 0.3 39.47
1988 Wool textile factory 3,025 1,917.40 79.836.50 2.40% 0.63 26.39
1989 Wool textile factory 2.905 1,409.40 147,765.90 1.00% 0.49 50.87
1990 Wool textile factory 2.880 795.6 150,792.90 0.50% 0.28 52.36
1991 Wool textile factory 2,750 28,394.30 156,200.80 13.10% 10.33 57.62
1992 Wool textile factory 2,436 22,735.90 138,388.90 16.40% 9.33 56.81
1993 Wool textile factory 3,218 8,258.80 114,706.00 7.20% 2.57 35.65

Source: SIS  Annual M anufacturing Statistics, Unpublished data.

U)
o
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Appendix II.
Table 5A.3 Activity of fabricated metal, machinery and automotive industries in
Bursa. ( 1968 prices, thousand TL)_______________________________________

ISTC Number o f Number o f Gross fixed capaital Value added
(Industry establishments employees formation thousand TL

_________________ codes)______________________________________thousand TL_________________
1981

1985

1992

381 8 161 278.25 3,847.88
382 41 1,535 9,143.88 54,584.70
383 6 1,081 7,947.71 162,455.64
384 27 6,218 49,500.02 381,540.07

38 82 8,995 66,869.86 602,428.29
381 23 789 3,360.49 18,026.40
382 40 1,611 8,306.66 50,758.92
383 10 1,966 384,461.34 156,244.78
384 40 8,046 165,316.88 742,745.61

38 114 12,437 561,445.37 967,775.70
381 37 1,763 13,664.93 150,958.50
382 37 1,343 13,938.24 109,611.38
383 13 2,562 47,262.24 521,377.41
384 54 17,674 732,662.68 3,662.730.02

38 141 23,342 807,528.09 4.444.677.32
381 : Manufcature o f fabricated metal products.
382: Manufacture o f machinery except electrical.
383: Manufacture o f  electrical machinery apparatus, appliances and supplies.
384: Manufacture o f transport equipment
Source: SIS  M onufuciurinp Siatisiics. Unpublished data.

Appendix II 
Table 5A.4 Monthly real wages in Bursa. 1968 prices 
(thousand TL)

Private
textile

Private
clothinu

State
textiles

FMPMA*

1.978 0.96 n a 1.05 2.15
1.979 1.13 n a 0.78 2.26
1.980 n a n a na n/a
1.981 0.99 n a 2.01 1.80
1.982 1.03 n a 1.78 1.84
1.983 1.04 n a 1.89 1.76
1.984 1.01 n a 1.22 1.83
1.985 0.97 n a 1.02 1.21
1.986 0.97 0.41 1.02 1.58
1.987 1.01 0.40 0.79 1.48
1.988 0.94 0.46 1.17 1.45
1.989 1.03 0.58 1.57 1.75
1.990 1.26 0.54 1.69 2.39
1.991 1.90 0.83 2.54 2.95
1.992 1.52 0.92 2.42 2.93
1.993 1.53 0.67 2.43 2.96

*FMFA: (ISTC 38:) Manufacture fabricated metal products, machinery and equipment 
and transport vehicle industries
Source: SIS. unpublsihed Annual M anufacturing Statistics,



Appendix II
Table 6A.I The Population of Denizli, the town, distriet and province (thousands) ÎIP o p u l i i t i o n  o f  P o p u l a t i o n  o f  P o p u l a t i o n  o f  R a t e  o f  c h a n g e  R a t e  o l  c h a n g e

D e n i z l i t h e  D e n i z l i  

t ) i s t r i c t *

t h e  P r o v i n c e in t h e  in t h e  p o p u l a t i o n  

p o p u l a t i o n  o f  o f  t h e  D e n i z l i

D e n i z l i  

5 \  e a r s

D i s t r i c t

R a t e  o f  c h a n g e  

in t h e  p o p u l a t i o n  

o f  t h e  P r o v i n c e  

5 y e a r s

P o p u l a t i o n  o f  

t u r k e y

Urban 
Population In 

Turkey

Rate o f Change 
in the population 

o f Turkey 
5 years

Rate o f  Change 
in Urban 

Population in 
Turkey

1935 17,345 56,234 285,918 10.4 35.5 14.3 16,158,018 3,802,642 18.4% 15.0%
1940 19,461 58,274 285,225 12.2% 3.6% -0.2% 17,820,950 4,346,249 10.3% 14.3%
1945 20,162 65,424 315,934 3.6% 12.3% 10.8% 18,790,174 4,687,102 5.4% 7.8%
1950 22,017 72,935 340,277 9.2% 1 1.5% 7.7% 20,947,188 5,244,337 11.5% 11.9%
1955 29,909 84,965 368,294 35.8% 16.5% 8.2% 24,064,763 6,927,343 14.9% 32.1%
I960 48,925 96,826 425,449 63.6% 14.0% 15.5% 27,754,820 8,859,731 15.3% 27.9%
1965 64,331 120,818 463,369 31.5% 23.9% 8.9% 31,391,421 10,805,817 13.1% 22.0%
1970 82,372 143,362 511,160 28.0% 19.5% 10.3% 35,605,176 13,691,101 13.4% 26.7%
1975 106,902 171,521 560,916 29.8% 19.6% 9.7% 40,347,719 16,869,069 13.3% 23.2%
1980 135,373 206,561 603,338 26.6% 20.4% 7.6% 44,736,957 19,645,007 10.9% 16.5%
1985 169,130 251,418 667,478 24.9'»/o 21.7% 10.6% 50,664,458 26,865,757 13.2% 36.8%
1990 204.118 271,346 750,852 20.7% 7.9% 12.5% 56,473,035 33,326,351 11.5% 24.0%

* Denizli district covers the town o f Denizli and surrounding villages and sub-districts 
Source: Various SIS the censuses ojpopulation, province: Denizii.
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Table 6 /SA cli\ i t ie s  o f  slate textile and clothing factory in Denizli, 1968 prices 
thousand I L

N i i n i b e r  o f  

e m p l o y e s

G r o s s  l l x e i i  

c a p i t a l  

f o r m a i  i o n  

( G l  C l  ) 

t h o u s a n d  11.

V a l u e  a d d e d  

( V A )  

t h o u s a n d  11,

G 1 C 1 7 V A

I V 7 9 1 , 15 1 2 5 . 2 3 7 8 2 9 . 6 0 . 1 %

1981 9 7 5 1 3 1 . 3 3 2 9 0 2 . 3 0 . 4 T 6

1 9 8 3 1 . 1 7 5 4 . 9 6 4 . 9 4 2 6 2 5 . 6 1 1 . 6 %

1 9 8 5 1 . 0 9 6 2 3 . 0 4 7 . 6 3 1 9 9 1 . 3 7 2 . 0 %

1 9 8 8 9 4 8 1 4 . 9 7 7 . 7 2 2 0 7 8 . 2 6 7 . 8 %

1 9 9 2 6 4 2 5 . 9 5 9 . 2 2 4 7 9 3 . 9 2 4 . 0 %

1 9 9 3 5 8 1 6 9 8 . 1 2 1 7 9 9 . 1 3 . 2 %

Source; Unpuliiishecl S /S  M aniifaclurinf’ Siaiistics

Appendix II 
1 able 6A.3 Activities of basic metal industry and fabricated metal industry in Denizli, 1968 prices

I

Industry number o f  
establishments

number o f  
employees

average 
employee per 

establishment
s

gross fixed 
capital 

formation 
(GFCF), 

thousand TL

value added GFCF/VA 
(VA), 

thousand TL

GFCF per 
establishment

VA per 
establsihment

basic metal 1981 25 595 24 2,244.70 13,097.0 17.1% 89.8 523.9
industry 1985 20 668 33 2,849.85 28.541.2 10.0% 1,427.1 1,427.1

s u  e  381 1992 17 809 48 23,164.10 83,803.5 27.6% 1,362.6 4,929.6

fabricated metal 1981 18 1.521 85 8,395.80 71,432.6 11.8% 466.4 3,968.5
industry 1985 18 2.325 129 14,493.90 106,231.6 13.6% 805.2 5,901.8

SITC 382 1992 21 1,114 53 5,453.20 137,921.5 4.0% 259.7 6,567.7
Source: SIS  llnpuhlished M anufacturing Slalislics

Ui
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Appendix II
Table 6A.4 Monthly real wages in Denizli, 1968 prices 
(thousand TL)

year private
textile
&clothing

state
textiles

FMPMA

1979 0.79 1.60 0.94
1980 n/a n/a n/a
1981 0.70 1.54 0.86
1982 0.66 1.51 0.74
1983 0.74 1.42 0.90
1984 0.68 1.17 0.86
1985 0.48 1.23 0.80
1986 0.56 1.20 0.90
1987 0.64 1.24 0.96
1988 0.65 1.53 0.90
1989 0.71 1.88 1.08
1990 0.86 1.94 1.38
1991 0.85 3.33 2.04
1992 0.81 2.97 1.89
1993 0.88 3.34 1.41

and transport vehicle industries
Source; SIS. unpublsihed /In n W  M anufacturing Statistics,
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