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THE REGIONAL PERFORMANCE OF
MANUFACTURING INDUSTRIES IN TURKEY
In order to tackle the subject, this report will provide an overview of the industrial topography of
Turkey with a focus on the regional performance of the manufacturing industries. The first
section of the report will focus on the human resources available to the use of the local
industries. The second section aims to document the ongoing trends concerning regional
development and regional disparities. The following section outlines the related developments
concerning industrial activities with a focus on the evolving hierarchy among the cities in
Turkey.

HOW ARE REGIONS DEFINED IN TURKEY?
Administrative and Statistical Units
Turkey has seven geographical regions, eighty-one provinces and 919 provincial districts that
stand as the basic units for administrative purposes. The regional categories by policymakers are
designed in compliance with these three levels of spatial units. In rural areas, there are 1,977
townships and 34,340 villages. Per the latest amendments in 2012, the Metropolitan Municipality
Law numbered 8901 defines thirty provinces as metropolitan areas and incorporates the villages
in these provinces to the metropolitan centers. Accordingly, approximately ten million people
residing in villages began to receive the related public services from the metropolitan
municipalities. In the remaining fifty-one provinces, 6.8 million people reside in villages.1 In
2012, 63.7 million people live in areas under the jurisdiction of municipal governments. This
accounts for 84.3 percent of the total population in Turkey.2 This latest legislative amendment
decreased the number of non-metropolitan provincial municipalities, non-metropolitan provincial
district municipalities, township municipalities, and villages. Respectively, the number of
metropolitan municipalities and metropolitan provincial district municipalities increased as well
as the population residing in municipal areas.
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Table 1: Changes in the Administrative Structure in Turkey 2006-2014

All Municipalities
Provincial Districts
Villages
Population in Municipal Areas (in Thousand)
Metropolitan Municipalities
Metropolitan Provincial District Municipalities
Non-Metropolitan Provincial Municipalities
Non-Metropolitan Provincial District Municipalities
Township Municipalities
Source: Tenth Development Plan, p. 152

2006

2012-2013

3225
850
34406
58582
-

2950
918
34340
63743
16
143
65
749
1977

2014 (After the amendment in the
Law numbered 8901 takes effect)
1395
919
18214
30
519
51
400
395

Even though the amendment in 2012 led to a sea change in the administrative structure, the table
illustrates that this was only the last step of a tendency since 2006 to centralize the local
administrations. Even though it is early to contemplate the actual consequences of this reform, it
is possible to argue that the decrease in the number of the municipal units is a retreat from the
principle of democratic local governance.3
Until the 2000s, regional development plans had taken ‘the province’ as its unit of analysis for
two reasons. First, ‘province’ is legislatively the core administrative unit in Turkey. Second,
provinces and their districts have intact administrative organizations theoretically amenable to
the implementation of the regional development plans. However, the National Strategy of
Regional Development, 2014-2023, which is the latest and most comprehensive policy
document by Ministry of Development with regard to the regional development strategy,
argues that “these [provincial] plans could not be conducted within an integrated institutional
framework and failed to find their right place in the overall structure of planning and
financing”.4 Accordingly, alternatives began to be sought for in order to establish a coherent
spatial framework for the ensuing development projects and plans in Turkey.
As a result of the related debates since the 1990s, the strategic documents of the related regional
plans in Turkey define the socio-economic regions in accordance with two sets of criteria in
order to set the policy goals attuned for individual groups of regions (Kalkınma Bakanlığı 2013:
41).
First, the formational categorization of the regions is the nomenclature of territorial units for
statistics (NUTS).

Adopted in 2002, the actual implementation of this system in policy
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documents began in 2007. The following table enlists the NUTS regions at three consecutive
level.
Table 2: Regions in Turkey according to the NUTS system
Level
(Codes)
TR1
TR2

1

Level 1 (Regions)

Level 2 (Code)

Provinces within the Regions at the Level 2 (Level 3)

İstanbul
Batı Marmara

TR10
TR21
TR22
TR31
TR32
TR33
TR41
TR42
TR51
TR52
TR61
TR62
TR63
TR71
TR72
TR81
TR82
TR83
TR90
TRA1
TRA2
TRB1
TRB2
TRC1
TRC2
TRC3

İstanbul
Tekirdağ, Edirne, Kırklareli
Balıkesir, Çanakkale
İzmir
Aydın, Denizli, Muğla
Manisa, Afyonkarahisar, Kütahya, Uşak
Bursa, Eskişehir, Bilecik
Kocaeli, Sakarya, Düzce, Bolu, Yalova
Ankara
Konya, Karaman
Antalya, Isparta, Burdur
Adana, Mersin
Hatay, Kahramanmaraş, Osmaniye
Kırıkkale, Aksaray, Niğde, Nevşehir, Kırşehir
Kayseri, Sivas, Yozgat
Zonguldak, Karabük, Bartın
Kastamonu, Çankırı, Sinop
Samsun, Tokat, Çorum, Amasya
Trabzon, Ordu, Giresun, Rize, Artvin, Gümüşhane
Erzurum, Erzincan, Bayburt
Ağrı, Kars, Iğdır, Ardahan
Malatya, Elazığ, Bingöl, Tunceli
Van, Muş, Bitlis, Hakkâri
Gaziantep, Adıyaman, Kilis
Şanlıurfa, Diyarbakır
Mardin, Batman, Şırnak, Siirt

TR3

Ege

TR4

Doğu Marmara

TR5

Batı Anadolu

TR6

Akdeniz

TR7

Orta Anadolu

TR8

Batı Karadeniz

TR9
TRA

Doğu Karadeniz
Kuzeydoğu
Anadolu
Ortadoğu Anadolu

TRB
TRC

Güneydoğu
Anadolu

(Kalkınma Bakanlığı 2013: 42)
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Map 1: NUTSII Regions in Turkey

(Kalkınma Bakanlığı 2013: 43)
The second method to define the regions particularly for the regional development plans in
progress is to identify the regions that particularly suffer from low development and regionspecific problems. The process of classification takes the official definition of the geographical
regions as well as the administrative borders among the provinces into account. Within this
context, four regional development projects were established to pursue region-specific policies in
the eastern parts of Turkey. The Southeastern Anatolia Project was initiated in 1989 that covers
nine provinces in the Southeastern Anatolia. The other three projects took off in 2001 that
covered altogether twenty-six provinces.
Table 3: Provinces covered in Regional Development Projects
Regional Development Project
Southeastern Anatolia Project

Provinces
Adıyaman, Batman, Diyarbakır, Gaziantep, Kilis,
Mardin, Siirt, Şanlıurfa, Şırnak
Artvin, Bayburt, Giresun, Gümüşhane, Ordu, Rize,
Samsun ve Trabzon
Aksaray, Karaman, Konya, Niğde
Ağrı, Ardahan, Bingöl, Bitlis, Elazığ, Erzincan,
Erzurum, Hakkari, Iğdır, Kars, Malatya, Muş,
Tunceli, Van

Eastern Black Sea Project
Konya Valley Project
Eastern Anatolia Project
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Map 2: Regional Development Projects in Turkey

Red: Southeastern Anatolia Project
Green: Eastern Black Sea Project
Blue: Konya Valley Project
Amber: Eastern Anatolia Project

The largest and oldest of these projects is the Southeastern Anatolia Project. The web-age of the
Project Regional Development Administration reads, “[u]pon the completion of the project,
facilities on the Euphrates and the Tigris will bring 28% of the total water potential of Turkey
under control, introduce irrigated farming to a land extending over 1.7 million hectares and
annually produce 27 billion kWh hydraulic energy with an installed capacity of 7476
megawatt… The total cost of the GAP is estimated as 32 billion US dollars, which makes it the
largest regional development effort ever launched in Turkey. As of 2003, about 16.6 billion US
dollars have already been spent for the project”.5
Turkey is 78 million hectares in geographical size and 28 million of its territory is amenable to
agricultural activities. The total area to be potentially irrigated is 8.5 million hectares in size. Of
this area, 5.5 million hectares is currently irrigated.6 Accordingly, this project alone accounts for
twenty percent of the total area of irrigable cultivation.
Konya Valley Project is similar to the Southeastern Anatolia Project in that the policy focus is
the irrigation projects for Konya Valley, whose underground water resources are near to
depletion due to the arid climate of the region.7 Eastern Anatolia Project and Eastern Black Sea
Project are composite initiatives that intend to intensify the connectivity among the target
provinces with a focus on agricultural, industrial and service-based projects.8 In overall terms,
these latter projects lack policy focus unlike the former two and target multiple problems ranging
from the low school enrolment to low soil fertility within one policy framework.
7

CATEGORIES OF LOCALITIES IN TURKEY
Using the data in the Socio-Economic Development Ranking Study of Districts of 20119, the
National Strategy of Regional Development, 2014-2023 categorizes urban localities and
provincial centers in the following six classes. 10

Categories of Urban Localities and Provincial Centers:
1. Metropolitan areas: İstanbul, Ankara ve İzmir
2. Provincial centers with a close and daily relationship with the metropolitan areas:
İzmit, Tekirdağ ve Manisa
3. Industrial growth centers: Konya, Antalya, Gaziantep, Denizli, Kayseri
4. Regional growth poles: Sivas, Erzurum, Van, Trabzon, Şanlıurfa, Diyarbakır
5. Provinces of structural transformation:
a. Secondary industrial provinces: Zonguldak, Kahramanmaraş, Kırklareli, Bilecik,
Osmaniye, Düzce, Kütahya, Yalova, Uşak, Karabük, Ordu, Çorum, Rize, Kırıkkale,
Bolu, [Aydın], [Muğla], [Afyonkarahisar], [Balıkesir], [Çanakkale].
b. Provinces with a growing industrial base: Aksaray, Edirne, Karaman, Bartın, Sinop,
Burdur, [Mardin], Adıyaman, Isparta, Batman, Bolu.
c. Provinces with an industrial core: Niğde, Kırşehir, Kastamonu, Yozgat, Tokat,
Giresun, Artvin, Amasya, Çankırı, Gümüşhane, Erzincan, Kilis, [Nevşehir].
6. Provinces of priority in development policies: Kars, Iğdır, Ardahan, Bingöl, Bitlis, Siirt,
Şırnak, Ağrı, Hakkari, Muş, Tunceli, Bayburt. Most of these provinces are located in the
eastern and southeastern regions of the country.

In fact, Gaziantep, Denizli, and Kayseri are the outstanding and promising cases for industrial
development and their performance concerning industrial activities is not attributed to their
physical proximity to the metropolitan areas. Per the same document, provinces are categorized
in the four following classes according to the population dynamics in their rural localities.
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1. Group 1 (Dynamic): These provinces have the capacity to keep their population within
their boundaries and enjoy some population increase in their rural areas. Provinces that
have metropolitan areas and regional centers are among these localities. Most of these
provinces have a metropolitan municipality.
2. Group 2 (Stagnant): These provinces have the potential to keep their population within
their boundaries, even though they lose their rural population. Provincial centers in the
developed regions of the country are among these localities.
3. Group 3 (Dynamic): Despite their low capacity to keep their population within their
boundaries, these provinces have a population increase in their rural localities. Provinces
with high birthrates and provinces that enjoy reverse migration are among these
localities.
4. Group 4 (Stagnant): These provinces have a low potential to keep their population within
their boundaries and their rural population decreases.

This detailed categorization of the localities by guidance of the Socio-Economic Development
Ranking Study of Districts of 2011 provides a more elaborate picture of the regional
disparities in Turkey. The following map categorizes the NUTSII regions according to four
thresholds. The first threshold illustrates the regions with a GDP per capita above the national
average. The second category has a below-average GDP per capita, while the related value is
larger than 75% of the GDP per capita. The third group of provinces has a GDP per capita
between 50 and 75% of the national value. The last category is comprised of the provinces
with a GDP per capita lower than 50% of the national value.

9

Map 3: NUTSII Regions by GDP per Capita

Source: Kalkınma Bakanlığı 2013

The above-cited study uses sixty-one indicators to ascertain the level of socio-economic
development of NUTSII regions and individual provinces (NUTSIII level).
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Map 4: Socio-Economic Development Ranking of the NUTSII Regions

Map 5: Socio-Economic Development Ranking of the NUTSIII Regions

Kalkınma Bakanlığı 2013

The following map illustrates the capacity of individual provinces to keep their rural population
with their administrative boundaries. The disparity between eastern and western parts of the
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country is visible as with regard to the parameters illustrated in the previous maps. In other
words, the socio-economic advantages of the western part of the country are not limited to the
industrial and service activities in urban areas. Notwithstanding this general pattern, the map is
more heterogeneous than the previous maps focusing on the socio-economic factors. A reason
for the higher heterogeneity is the local resources utilized in rural areas. For instance, Mardin
and Şırnak emerged as major hubs for the international trade with Iraq in the 2000s. Similarly,
Malatya in Eastern Anatolia is a major producer of some highly priced agricultural commodities
such as apricots. The local conditions of trade and agriculture accounts for the differentiation
among the cities in terms of their capacity to keep their rural population within their boundaries.

Map 6: Capacity to Keep the Rural Population within Provincial Borders

Source: National Strategy of Regional Development 2014-2018. 2013: 128

These four maps in unison provide the following conclusions

1. According to the categorization by GDP per capita, Denizli is assigned the second highest
rank, while Gaziantep and Kayseri have the third rank in the hierarchy.
2. According to the ranking of the NUTSII regions per socio-economic development,
Kayseri and Denizli rank in the second highest category, while Gaziantep’s NUTSII
region ranks in the third.
12

3. According to the ranking of the NUTSIII regions (i.e. individual provinces) per socioeconomic development, Kayseri and Denizli rank in the second highest category, while
Gaziantep’s NUTSII region ranks in the third.
4. Denizli ranks higher than Gaziantep and Kayseri in terms of its capacity to keep its rural
population within its provincial borders.
5. In terms of the development level of the provinces in the same NUTSII regions as
Denizli, Gaziantep, and Kayseri, Denizli is located in the most developed regions, while
Kayseri follows Denizli. Gaziantep is in this regard the most disadvantageous one.

STATUS OF REGIONS AND REGIONAL DEVELOPMENT
CHANGES IN THE HIERARCHY OF REGIONS

Units for Policymaking Purposes
NUTSII regions are divided in two broad categories for practical policymaking purposes in
compliance with the related policy documents, namely Strategic Coherence Framework 20072013 and Multi-Annual Indicative Planning Document 2011-201311: the NUTSII Regions having
a per capita income below 75% of the Turkish national average according to purchasing power
parity are regarded as the immediate focus of the related policy documents. All of the twelve
NUTSII regions having a per capita income below 75% of Turkish national average are located
in the eastern part of the country. This meta-region will be called in this and following research
material “Priority I Regions”. The rest of the country, which is located in the west of the Priority
I regions, will be called “Priority II Regions”. Region 2 accounts for approximately 37 percent of
Turkey’s population.12 The four above-mentioned regional development projects cover most of
these provinces partially excluding the following NUTSII regions: TR82, TR72, TR83, and
TR63. Two of the three cities to be studied in this project are located in this region of the
country, namely Gaziantep and Kayseri. The Priority I Regions are marked with yellow and Priority II
Regions are marked with grey in the below map of Turkey.
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Map 7: Priority I and Priority II Regions

Source: HRDOP, p. 11
The Strategic Coherence Framework 2007-2013, which “is a strategic document [that]
provides a "frame of
development

reference"

for

the

operational

programmes

under

regional

and human resources development components of the IPA” (Instrument for

Pre-accession Assistance), suggests the adoption of the ‘growth centers’ approach in order to
tackle the geographical disparities in the country13. Accordingly, fifteen growth centers (poles)
are enlisted as the provincial centers of the first priority in their NUTSII region for
development projects in accordance with 32 variables used by the Socio-Economic
Development Ranking Study of Districts (2004)14: in order for a provincial center to be
regarded as a growth center, it should be among the first 60 in central district ranking in this
study.15 The fifteen growth centers cover approximately 19.9 percent of the total population.16

Map 8: 15 Growth
Centers and 12 NUTS Regions
15 Growth Centres and 12 NUTS Regions
TR
TR
TR
TR
TR
TR
TR
TR
TR
TR
TR
TR

CI
B1
83
90
C3
A1
A2
B2
82
C2
63
72

15 Growth Centres

Source: Regional Development Operational Programme, p. 69
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Table 4 : Eligible Nuts II Regions and Growth Centers

NUTSTHEII PROVINCES (NUTS III UNITS) IN THE
REGION
REGION
TRA2
Ağrı, Kars, Iğdır, Ardahan
TRB2
Van, Muş, Bitlis, Hakkari
TRC3
Mardin, Batman, Şırnak, Siirt
TRA1
Erzurum, Erzincan, Bayburt
TRC2
Şanlıurfa, Diyarbakır
TRC1
Gaziantep, Adıyaman, Kilis
TR72
Kayseri, Sivas, Yozgat
TR90
Trabzon, Ordu, Giresun, Rize, Artvin, Gümüşhane
TRB1
Malatya, Elazığ, Bingöl, Tunceli
TR82
Kastamonu, Çankırı,Sinop
TR83
Samsun, Tokat, Çorum, Amasya
TR63
Hatay, Kahramanmaraş, Osmaniye
Source: SCF, p. 39

GROWTH CENTERS
Kars
Van
Batman
Erzurum
Diyarbakır, Şanlıurfa
Gaziantep
Kayseri, Sivas
Trabzon
Malatya, Elazığ
Kastamonu
Samsun
Kahramanmaraş

According to the same document, these growth centers are the cities in regions “where both
intra and interregional convergence need is higher. These centers are supposed to have high
growth potential, economies of scale and external economies derived from agglomeration
economies”. Among the growth centers, those, which meet particular criteria such as having
better accessibility and strong transportation networks as well as a well-established university
campus, are identified as “supra-regional growth centers”. Four of the twelve underdeveloped
NUTSII regions have no supra-regional growth center. The following eleven out of fifteen
growth centers are assigned this status. 17

•

Eastern Anatolia Region : Malatya, Elazığ, Erzurum, Van

•

Southeast Anatolia Region: Gaziantep, Diyarbakır, Şanlıurfa

•

Black Sea Region: Samsun, Trabzon

•

Central Anatolia Region : Kayseri, Sivas

The ‘growth centers’ approach is not only a policy tool but also illustrative of the regional
disparities within the NUTSII regions. Particular growth centers (Samsun, Elazığ and Kayseri)
15

have GDP per capita above the 75% of the Turkish average, even though their NUTSII region is
below that threshold.18

The Regional Composition and Distribution of the Gross Value Added

As for the regional disparity concerning the GDP per capita, the regional distribution of the gross
value added illustrates a large gap between western and eastern regions of the country. In 2008,
the first five NUTSII regions in the list accounted for 55.5 percent of the total value added of the
domestic economy, while the last five regions’ contribution was limited to 4.4 percent. The
difference between the NUTSII region with the highest GDP per capita and the NUTSII region
with the lowest figure was a factor 4.3 the same year.19

Map???: Gross Value Added by Region, 2012

Source: (Kalkınma Bakanlığı 2013)
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The composition of the activities illustrates the significance of services in every NUTSII region
without exception. It should be noted that the disparity of the eastern and southeastern regions
with the rest of the country is partially accounted for by the high share of the young population
below working age.

Table 5: Non-Adult Population by Region

GDP per capita (NUTSII Regions)
Above 75% of Domestic GDP per capita

Number of Children (0-14)/Total Population (%)
22

Below 75% of Domestic GDP per capita

29.6

Below 50% of Domestic GDP per capita

37.6

Source: TurkStat, http://tuik.gov.tr/PreIstatistikTablo.do?istab_id=945, accessed on 5.3.2014

In particular, the NUTSII regions having GDP per capital below 75 percent of the national
average have children below the age of 15 approximately 58 percent higher than the regions with
an income above 75% of the national average. The demographic transformation in Turkey may
be used to overcome the regional disparities in the coming years if effective policies are
implemented.

Entrepreneurial Activities
Export Performance

The 12 NUTSII regions exported a value of $6.175 billion in 2006; 7.2% of the total exports.
In the 2000s, these regions outperformed the rest of the country in terms of the pace of the
increase in their export volume. However, the disparities in export performance continue
among the NUTSII regions with higher and lower income per capita. The 12 NUTSII regions
with a GDP per capital below 75% of the national average accounted for 7.2 percent of the
national exports in 2006, while their share in the total population is 37 percent. Three
NUTSII regions (TR63, TR90, and TRC1) had an export capacity over 1 percent the same
year. The Regional Competitiveness Operational Programme concludes that “their relatively
17

good export and import performance stems from their logistic superiorities but not from their
indigenous potential. Existence of ports having developed export and import infrastructure in
TR-63 and TR-90 has led to especially different export figures of these regions”.20

Competitiveness

The above-mentioned factors have their impact on the competitiveness of individual NUTSII
regions in Turkey. The Regional Competitiveness Operational Programme provides a
competitiveness map for Turkey in order to determine the priorities for policy intervention.

Map 9: Competitiveness Map of Turkey

Basic infrastructure, entrepreneurship and start-up consultancy and financial supports, inter-regional
and inter-institutional partnership, tourism
Basic infrastructure, entrepreneurship and start-up supports and consultancy, diversified financial support
mechanism, interregional and regional partnership, inter-sectoral synergy, tourism
Training on export, productivity and product development, institutionalisation and ICT usage, technology
transfer and upgrading, certification and standardisation, credit guarantee system, , tourism,
Clustering, new technologies, venture capital and credit guarantee system, certification and standardisation
R&D and ICT usage, IPR,

R&D, Innovation, ICT infrastructure, international and interregional synergy and partnership and IPR

Source: RCDOP, p. 79
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This map distinguishes among the NUTSII regions that require more and less immediate
intervention. The document redefines the 12 NUTSII regions with low GDP per capita in three
categories.

Table 5 The NUTSII Regions having GDP per capita lower than 75% of the national average according to their
competitiveness
Low Competitiveness (red)

TR-A1, TR-A2, TR-B2, TR-C2, TR-C3

Medium Competitiveness (green)

TR-B1, TR-82, TR-83, TR-90

High Competitiveness (blue)

TR-C1, TR-63, TR-72

Map 10: Target Regions for Policy Intervention

Source: RCDOP, p. 80

Entrepreneurship Performance

Unsurprisingly, the entrepreneurship performance is higher in metropolitan areas. Ankara and
Istanbul have the highest number of enterprises established per ten thousand people, while Izmir
is above average. TR61 (Antalya,Isparta, Burdur) and TR32 (Aydın, Denizli, Muğla) enjoy
similar figures. One of the outstanding trends illustrated by the figure below is that every single
NUTSII region has witnessed an increase in the number of established enterprises between 2002
and 2010 that is far beyond the population increase. This can be taken as a clue for the
19

strengthening entrepreneurship culture in the country. Another noteworthy fact is the absence of
the relationship between the level of competitiveness and the number of (established and
terminated) enterprises per 1,000 people in the twelve NUTSII regions with low GPD per
capita. Regions that are regarded to have a low competitive profile (i.e. TR-A1, TR-A2, TR-B2,
TR-C2, TR-C3) have similar values as highly competitive regions (i.e. TR-C1, TR-63, TR-72).

Figure 1: Established and Terminated Enterprises by NUTSII Regions

Source: (Kalkınma Bakanlığı 2013: 93)
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Clusters

In order to motivate the small- and medium-sized enterprises (SMEs) to establish clusters, the
Money-Credit and Coordination Council circulated a communication entitled “The
Communication on the Support for International Competitiveness” in 2010. This communication
outlines the financial supports for the projects by the SMEs that intend to establish clusters in
their region or sector. Supports include assessment of the feasibility of the project, training,
international marketing, employment of the staff to run the administrative tasks, and
counseling.21

Location
TR
TR
TR
TR
TR
TR
Adıyaman
Amasya
Ankara
Ankara
Ankara
Ankara
Ankara
Ankara
Ankara
Bursa
Erzurum
Erzurum
Eskişehir
Eskişehir
İzmir
İzmir
İzmir
İzmir
İzmir
İzmir
Konya
Konya
Konya
Mersin
Mersin
Sakarya
Samsun
Trabzon
Uşak

NUTSII
NA
NA
NA
NA
NA
NA
TRC1
TR83
TR51
TR51
TR51
TR51
TR51
TR51
TR51
TR41
TRA1
TRA1
TR41
TR41
TR31
TR31
TR31
TR31
TR31
TR31
TR52
TR52
TR52
TR62
TR62
TR42
TR83
TR90
TR33

Table 6: The Clusters Receiving Government Subsidies, 2012
GDP per Capita Below 75% of the National
Average
Sector
NA
Floral Industry
NA
Motor Vehicles
NA
Furniture
NA
Ceramic
NA
Textile and Fashion
NA
Defense
Yes
Textile and Fashion
Yes
Furniture and Appliances
No
Ready-Made Garment
No
Software
No
Defense
No
Construction Equipment and
Vehicles
No
Medical Supplies
No
Medical Supplies
No
Energy
No
Furniture
Yes
Tourism
Yes
Beekeeping
No
Aerospace
No
Locomotive
No
Refrigeration
No
Processed Vegetables and Fruits
No
Organic Food
No
Aerospace
No
Foundry
No
Biomedical
No
Automotive Supplies
No
Foundry
No
Shoewear
No
Fresh Vegetables and Fruits
No
Logistics
No
Machinery
Yes
Medical Supplies
Yes
Shipbuilding
No
Textile Recycling

Source: http://www.smenetworking.gov.tr/userfiles/pdf/KOBI-

%C4%B0%C5%9Fbirli%C4%9FiveK%C3%BCmelenmeProjesiOrtakRekabetAlanlar%C4%B1%20Strateji%20Raporu.pdf, p. 74-90, accessed on 5.4.2014.
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Level of Maturity
Initial Phase
Maturity
Development Phase
Development Phase
Development Phase
Maturity
Initial Phase
Initial Phase
Development Phase
Maturity
Development Phase
Development Phase
Development Phase
Initial Phase
Development Phase
Initial Phase
Initial Phase
Initial Phase
Initial Phase
Initial Phase
Development Phase
Initial Phase
Development Phase
Development Phase
Initial Phase
Development Phase
Development Phase
Initial Phase
Initial Phase
Initial Phase
Development Phase
Initial Phase
Initial Phase
Initial Phase
Initial Phase

According to a mapping initiative by the Ministry of Economy conducted in 2012, thirty-five
clusters were active at different phases of development. These clusters used one or more of the
above-mentioned subsidies and as the table above shares the figures, they operated in in twentyseven sectors. The map below illustrates the geographical distribution of the clusters benefitting
from the above-mentioned communication.
Map 11: The Geographical Distribution of the Formally Recognized and Subsidized
Clusters in Turkey, 201222

Foreign Direct Investment
The volume of the foreign direct investment (FDI) has been on the rise within the last decade.
According to the Central Bank’s figures, the annual FDI inflow between 1995 and 2002 was
approximately $10 billion, while the figure rose to $20 billion in 2006 and $22 billion in 2007,
which was the record value for the Turkish history. The 2008 crisis hit the inflow volume back to
$9 billion, while the figure for 2012 was $12 billion. The sector composition of the FDI marks
the manufacturing industries and financial companies followed by investment in the construction
sector (Kalkınma Bakanlığı 2013: 94).
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Map 12: International Companies Registered per Province, 1954-2013

Source: Kalkınma Bakanlığı 2013: 94

The regional distribution of the FDI takes a heterogeneous character. The document entitled
National Strategy of Regional Development, 2014-2023 by the Ministry of Development
presents the data gathered for the period between 1954 and 2013: Istanbul within this 60-year
period attracted 59 percent of all foreign companies for their regional offices. Furthermore, the
top ten provinces altogether received 91 percent of the international firm offices. The figure for
Gümüşhane, Bayburt, Bingöl, Bitlis ve Siirt is zero. In other words, no international company
opened an office in these cities since the 1950s. This trend goes unabated in recent years as well.
For instance, the number of the international companies established in Istanbul accounted for 70
percent for the total number for Turkey in 2012 (Kalkınma Bakanlığı 2013: 94). The map above
illustrates the uneven distribution of the FDI in a clear-cut manner. Provinces with a strong
industrial basis (the three largest metropolitan areas and cities surrounding Istanbul) are the
major recipients of the business activity by international companies. The exceptions are Aydın,
Muğla, Mersin, and Antalya: provinces with significant investment in tourism.

Outstanding Historical Tendencies about Regional Disparities

The regional income disparities grew between 1975 and 1990, while the period of 1995-2010
witnessed some amelioration of the disparities. The Central Black Sea region lost its position in
the ranking for the regional Gross Value-Added the most between 2004 and 2010. In other
23

words, this NUTSII region did not benefit from the general improvement of the regional income
distribution in this decade. 23

In term of purchasing power parity, the NUTSII regions in the Eastern and Southern Anatolia
regions grew faster than the national average between 2004 and 2010. TRC3 (Mardin, Batman,
Şırnak and Siirt) had the fastest growth rate, while the NUTSII region with the lowest growth
rate was TR81 (Zonguldak, Karabük, Bartın) in the same period. The following table illustrates
the data about the change of the gross domestic product ranking of the individual NUTSII
regions in relation to their position with respect the national average. 24
Table 7: Growth of Local GDP by Region, 2004-2010

Ranking for 2004- Local GDP growing faster than the national average
201025
Regions with GDP TR21 (Tekirdağ, Edirne, Kırklareli)
higher
than
the
national average

Regions with GDP TR22
lower
than
the TR33
national average
TR52
TR62
TR63
TR71
TR72
TR83
TR90
TRA1
TRA2
TRB1
TRB2
TRC1
TRC2
TRC3

(Balıkesir, Çanakkale)
(Manisa, Afyonkarahisar, Kütahya, Uşak)
(Konya, Karaman)
(Adana, Mersin)
(Hatay, Kahramanmaraş, Osmaniye)
(Kırıkkale, Aksaray, Niğde, Nevşehir, Kırşehir)
(Kayseri, Sivas, Yozgat)
(Samsun, Tokat, Çorum, Amasya)
(Trabzon, Ordu, Giresun, Rize, Artvin, Gümüşhane)
(Erzurum, Erzincan, Bayburt)
(Ağrı, Kars, Iğdır, Ardahan)
(Malatya, Elazığ, Bingöl, Tunceli)
(Van, Muş, Bitlis, Hakkâri)
(Gaziantep, Adıyaman, Kilis)
(Şanlıurfa, Diyarbakır)
(Mardin, Batman, Şırnak, Siirt)
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Local GDP growing slower than the
national average
Ankara
İstanbul
İzmir
TR61 (Antalya, Isparta, Burdur)
TR41 (Bursa, Eskişehir, Bilecik)
TR42 (Kocaeli, Sakarya, Düzce,
Bolu, Yalova)
TR81 (Zonguldak, Karabük, Bartın)
TR82 (Kastamonu, Çankırı, Sinop)
TR32 (Aydın, Denizli, Muğla)

TRANSFORMATION OF THE HUMAN RESOURCES AND
LABOR MARKET IN TURKEY
Social Capital
The National Strategy of Regional Development, 2014-2023 uses the data in Nurettin Tüysüz’s
study conducted in 2011 in order to measure the social capital in NUTSII regions. Following the
findings of the same study, values in the social capital index for 2010 illustrates a picture
compatible with the previously presented data about regional disparities in Turkey: the western
and eastern regions receive overwhelmingly disparate scores according to this index.

Table 8: Social Capital Index Values for 2010
NUTSII Regions with Lowest Scores
NUTSII Regions with Highest Scores
TRC3 (Mardin, Batman, Şırnak, Siirt)
TR31 (İzmir)
TRC2 (Şanlıurfa, Diyarbakır)
TR51 (Ankara)
TRB2 (Van Muş, Bitlis, Hakkari)
TR32 (Aydın, Muğla, Denizli)
TRA2 (Ağrı, Kars, Iğdır, Ardahan)
TR41 (Bursa, Eskişehir, Bilecik)
Source: Nurettin Tüysüz, Sosyal Sermayenin Ekonomik Gelişme Açısından Önemi ve Sosyal Sermaye Endeksinin
Hesaplanması, Kalkınma Bakanlığı Uzmanlık Tezi, 2011, Ankara, p. 114.

However, when the change in the index values between 2000 and 2010 is taken into account, the
differences reveal two relatively surprising results. First, the three largest metropolitan areas
(Ankara, Istanbul and Izmir) receive lower scores than the majority of regions. In fact, only
Istanbul is capable of marking the average score, while Izmir actually lost some of its social
capita. In the case of Ankara, the situation is rather alarming: After the two poorest NUTSII
regions (TRA2 and TRB2), Ankara has the lowest score for the period. Similarly, TR42, which
has the industrial provinces such as Kocaeli, is among those, whose social capital degraded in the
2000s. Second, some of the NUTSII regions with lower GDP per capita than national average
significantly improved their rank in the social capital index. TR72, TR63, and TRA1 are among
those regions. In contrast to these changes, the negative change in the position of TRC3, TRA2,
and TRB2 is particularly alarming, because these are among the poorest regions in Turkey.
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Figure 2: Change in Social Capital Index Values, 2000-2010
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Source: Nurettin Tüysüz, Sosyal Sermayenin Ekonomik Gelişme Açısından Önemi ve Sosyal Sermaye Endeksinin
Hesaplanması, Kalkınma Bakanlığı Uzmanlık Tezi, 2011, Ankara, p. 122.

General Trends

The population of Turkey is 76.6 million according to the TurkStat’s records for 2013.26 As of
2012, the fertility rate decreased to 2.08, which is below the level for reproductive replacement
(i.e. 2.1). The rate drops as low as 1.02 among the groups with higher income and education
level. The life expectancy at birth was 76.9 years in 2013. According to the estimates by
TurkStat, the population of Turkey will 84.2 million in 2023, 93.5 million in 2050, and 89.2
million in 2075. Ceteris paribus, the working-age population (15 to 64) will begin to decrease by
2038 and the total population in 2050.27

The unemployment rate in Turkey in recent years is low in comparison to the OECD countries.
The Tenth Development Plan emphasizes that Turkey is the most successful country among the
OECD members in terms of its capacity to reduce the employment after the financial crisis of
2008: between 2007 and 2012, 4.4 million new jobs were generated in the economy and the rate
26

of informal employment particularly in the non-agricultural sectors has been reduced from 47
percent in 2006 to 39 percent in 2012. The Plan regards the increase of the share of part-time
employment from 7.6 percent in 2006 to 11.7 percent in 2011 as a sign of success. Moreover, the
wages of the government employees as well as the minimum wage increased in real terms. 28 The
values for the basic indicators about the labor market are reflected in the table below.

Table 9: Basic Parameters about the Labor Market in Turkey (%)

2006 2012
Unemployment Rate
Labor Force Participation Rate
Employment Rate
Female Labor Force Participation Rate
Youth Unemployment
Rate of Waged Employment
Rate of Informal Employment
Rate of the Individuals with High School Degree or Above
Share of the Long-Term Unemployed in the Total Unemployed
Population
Replacement Rate of the Unemployed Registered at the National
Employment Services Agency (ISKUR)
Source: Tenth Development Plan, p. 51

10.2
46.3
41.5
23.6
19.1
58.9
47.0
35.2

9.2
50.0
45.4
29.5
17.5
63.0
39.0
38.5

2013
9.2
51.1
46.4
30.9
16.5
64.0
37.5
39.2

2018
7.2
53.8
49.9
34.9
13.0
70.0
30.0
42.0

35.8

24.8

24.0

18.0

12.3

23.5

35.0

50.0

In order to put these figures into a perspective, the main axes of the transformation of the Turkish
labor force within the last two decades should be summarized. The shift from rural activities to
the urban-based sectors marks the single most important dynamic of the changing structure of the
human resources and labor market in Turkey.
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Figure 3: Total Employment in Rural and Urban Areas, 2000-2013
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18,000

16,000
14,000
12,000
Rural
10,000

Urban

8,000
6,000
4,000
2,000
0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: TurkStat, http://tuikapp.tuik.gov.tr/isgucuapp/isgucu.zul, accessed on 5.4.2014.

As the graph above illustrates, the nominal figures for employment in rural and urban areas were
relatively close in the first years of the 2000s. The financial crisis of 2003 led to a sharp decrease
in rural employment partially compensated by the employment in urban areas. The rural
employment has remained stagnant since then. In fact, the job creation capacity is now mostly
accounted for by the urban areas. Despite the decline in the share of the agriculture in the total
employment, the employment rate in 2010 was approximately 43 percent in urban areas and
54.4% in rural areas. The difference is accounted for by the dominance of self-employed
agricultural practices in rural areas.29 Most of the women employed in agriculture are unpaid
family workers.30 Nevertheless, this spatial/geographical transformation put its mark on the
employment composition of the individual sectors in the domestic economy.

Service sectors unsurprisingly continued to grow in terms their job creation capacity, as this
decade’s experience was merely the continuation of the same trend since the 1980s. The share of
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the service sectors in total employment was 32 percent, while it now accounts for 52 percent of
the total employment.
Figure 4: Shares of the Sectors in Total Employment (%), 1988-2014
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Source: TurkStat, http://tuik.gov.tr/PreIstatistikTablo.do?istab_id=546;
http://tuik.gov.tr/PreIstatistikTablo.do?istab_id=573;
http://tuik.gov.tr/PreIstatistikTablo.do?istab_id=1185, accessed on 5.4.2014.

The figure above illustrates that the transformation in the labor market since the 2000s takes the
form of “switching” between agriculture and services. Nevertheless, another noteworthy trend is
the slow but steady increase in the employment capacity by the industrial sectors. Between 1988
and 1996, the share of the industrial employment was stuck at 16 percent, while the share of the
industry in total employment increased in the following years to a new threshold of 20 percent.
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Figure 5: Employment by Sectors, 1988-2014 (1988:100)
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Source: TurkStat, http://tuik.gov.tr/PreIstatistikTablo.do?istab_id=546;
http://tuik.gov.tr/PreIstatistikTablo.do?istab_id=573;
http://tuik.gov.tr/PreIstatistikTablo.do?istab_id=1185, accessed on 5.4.2014.

When the nominal figures are illustrated by an index taking 1988 as the base year, the job
creation capacity of the industrial sectors in general and the manufacturing sector in particular
can be compared to other sectors’. Particularly, the manufacturing sector stands out as the most
rapidly expanding sector concerning the employment capacity. Given the reciprocal trends about
the employment in agriculture and services after 2000, this noteworthy dynamic challenges the
centrality of the services in the transformation of the Turkish economy. It is true that the share of
the services has been expanding in the total employment, yet this expansion takes place at the
expense of the decrease of employment in agriculture rather than industry. Industrial sectors have
their own growth dynamics that is comparable to the growth of employment in services.
Hypothetically speaking, if the rural-to-urban migration had taken a slower pace in the 2000s,
industry’s job creation capacity would have been much closer to the service sectors. From a
standpoint of employment relations, Turkey expands its industrial base unlike the industrial
countries in North Atlantic and more specifically in EU.
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UNEMPLOYMENT AND EMPLOYMENT

These spatial and sector-related changes in recent years reshaped the workforce in Turkey and its
modes of participation to the labor force. The Human Resources Operational Programme
(HRDOP) points out the following features that characterize the labor market in Turkey.

First, the low labor force participation is of a chronic character in Turkey. The labor force
surveys for the period of 1988-2010 an increase of the working-age population by 55 percent,
while the rate of employment increased by 27 percent. In other words, approximately 47 percent
of the individuals, who joined the working –age population, could or did not participate to the
labor force.

Second, the first problem is interconnected with the limited job creation capacity of the domestic
economy. The relatively high growth rates during the 2000s did not ameliorate the problem.
Even though the GDP grew by 45 percent in total between 2001 and 2010, the employed
population grew by 15 percent only. The HRDOP draws an alarming picture: the number of net
jobs created between 2002 and 2010 is 1.5 million, while the working-age population rose by 3.5
million and the labor force by 2 million. In other words, the 2000s witnessed a drop in the labor
force participation rate.

Third, albeit at a slower pace than the previous decades, the 2000s was a decade of the
continuing rural-to-urban migration as well as a decade of the shift of the workforce from
agriculture to non-agricultural sectors.

The third feature of the labour market is the transformation in the economy and consequently in
employment away from agriculture. The decreasing share of agriculture in the economy and
migration from rural to urban areas shape the labour market in urban areas. Unqualified labour
force out of agriculture sector and migration towards cities causes especially women to leave the
labour force.31
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According to another strategic document, the Regional Competitiveness Operational Programme,
“the major problems of Turkish labour market are structural unemployment, low labour force
participation rate especially low female labour force participation and the low level of
educational attainment”.32 The Human Resources Operational Programme (HRDOP) points to
the secular decrease in the employment rates since 1999. According to the Programme, the
employment rate had remained steadily around 50 percent since 1988, yet the rate dropped to
44.6 percent in 2006 followed by a slight improvement in 2010 when the figure rose to 46.3
percent.

In other words, unemployment as such is not regarded as a major problem, because the labor
force participation rate is already unacceptably low. The HRDOP underlines the fact that “when
compared with EU27 (64, 1%), employment rate in Turkey is much lower (43 %). This is due to
two main reasons which are high number of people who are not in labour force, particularly
women, and high level of unregistered employment”.33

The table below provides the related figures for the last decade in a comparison between Turkey
and EU27. Turkey has had slightly lower unemployment figures than the EU27’s. However,
these figures lose most of their meaning when the labor force participation and the employment
figures are taken into account. Per the simple formula to measure the convergence/divergence
between EU27 and Turkey, two values are obtained and presented in the table. “β” signifies the
duration of convergence of Turkey’s value to the EU27’s value in 2012. “σ” illustrates the
duration of convergence between the two entities ceteris paribus. As the figures reveal, no
tendency to convergence between EU27 and Turkey is observed for the period 2003-2012 with
regard to the labor force participation and employment.
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Table 10: Employment, Labor Force Participation and Unemployment Rates in EU27 (15-64) and Turkey (15 +), 2003-2012
β
σ (year)
Coefficient
2003
2004
2005
2006
2007
2008
(year)
for Annual
Change
Labor Force
90.03
Divergenc
EU27
1.0045
68.9
69.3
69.7
70.2
70.4
70.8
Participation
e
Turkey
1.00402
48.3
46.3
46.4
46.3
46.2
46.9
Rate %
Employment
70.34
123.2
EU27
1.002
67
67.4
68
69
69.9
70.3
Rate %
Turkey
1.005
43.2
41.3
41.5
41.5
41.5
41.7
Unemployment
Rate %

NA

NA

EU27
Turkey

1.02
0.99

9.1
10.5

9.3
10.8

9
10.6

8.3
10.2

7.2
10.3

7.1
11

2009

2010

2011

2012

70.9
47.9

71.0
48.8

71.2
49.9

71.8
50

69
41.2

68.5
43

68.6
45

68.5
45.4

9
14

9.7
11.9

9.7
9.8

10.5
9.2

Source: http://appsso.eurostat.ec.europa.eu/nui/setupDownloads.do; http://appsso.eurostat.ec.europa.eu/nui/submitViewTableAction.do;
http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_unemployment_lfs/data/database#;
http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_unemployment_lfs/data/main_tables;
http://epp.eurostat.ec.europa.eu/tgm/download.do;jsessionid=9ea7d07e30e680cdf93f7f6e4cce9330b3375fbfc741.e34OaN8Pc3mMc40Lc3aMaNyTb3iTe0?tab=tabl
e&plugin=1&language=en&pcode=tsdec420; http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tsdec420&plugin=1;
http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tsdec450&plugin=1; http://tuikapp.tuik.gov.tr/isgucuapp/isgucu.zul;
accessed on 1.12.2014.
Retrieved from Balaban U., Social Inclusion Practices in Turkey and the European Union in the 2000s: A Comparative Assessment. Mulkiye Dergisi, 38(1), 2014

According to the HRDOP, a major reason for low participation rate is the women’s low
participation in the labor force. Approximately twelve million housewives constitute the largest
employment category among women and account for 15 percent of the total population. 34 It may
be useful to note that the labor force in Turkey was composed of 28.2 million people in 2013.35
Even though the figure rose from 23.6 percent in 2006 to 29.5 percent in 2012, the pace of
increase is insufficient to make a significant change in the total participation rate. Furthermore,
the unemployment rate for women is significantly higher than for men (20.2 percent and 13.2
percent in 2010 respectively).

In addition to the problems about the labor force participation and employment of women, the
skill mismatch is regarded in the HRDOP as another major reason for unemployment in Turkey.
This problem leads to high youth unemployment: “the youth unemployment rate is nearly twice
as high as average unemployment rates (21.7% and 12.1% respectively in 2010)”. 36 The skill
mismatches are regarded in this document as a consequence of the problems in the vocational
education and training system in Turkey. Five major problems are specified:37
1. Absence of collaboration between private sector and vocational schools
2. Lack of vocational and career guidance services
3. Lack of flexibility that would provide learning opportunities across various levels and
programs
33

4. Low quality of human resources at the teaching facilities, particularly teachers and
school guidance counselors
5. Lack of post-graduate programs for the vocational and technical school graduates

Turkish Industrial Strategy Document 2011-2014 summarizes these problems in the following
passage:38

1.

Labor market rigidity has an important role in preventing unemployment

rates from falling to reasonable levels. According to the ranking index of labor
market activity, Turkey is 125th out of 134 countries.
2.

Low level of skills in the labor force poses serious barriers to increasing

competitiveness of the private sector as the rigidities in the labor force markets.
3.

Recent studies conducted in this field, have demonstrated the negative

effect of problems in the Turkish education system on labor force ability
levels and, therefore, the competitiveness of the private sector.
4.

Assessments made by the private sector show that young people fresh out

of technical schools have skills that fall far short of what is needed. That
new graduates from technical schools and ordinary high schools have the same
real wage and level of unemployment supports this notion. Nevertheless, in
2006, expenditures student in technical schools reached 1.8 times those of
ordinary school students.
5.

Growth in industry and service sectors is not enough to employ the

unemployed people displaced by a decline in the importance of the
agricultural sector in the economy, and the number of the young which joins
joining the labor force resulting from the rapid growth of the working age
population.

The HRDOP outlines the following problems pertinent to the dynamics of employment in
Turkey:39

34



Limited job creation capacity of the economy despite high growth rates



Low labour force participation rate particularly for women formerly
employed in agriculture



Low employment rate particularly for women



High disparities in labour force participation between cities and rural areas



High unemployment rate particularly for women in urban areas



High unemployment rate of young particularly for young with higher
educational attainment



Unemployment caused by agricultural dissolution



High rate of unregistered employment particularly for the agriculture sector



Low educational attainment of the labour force



Inadequate institutional capacities of public service providers, especially in
local level



Prevalence of precarious work

The Strategic Coherence Framework 2007-2013 provides the following SWOT analysis with
regard to the Human Resources as a general framework:40

Table 11: SWOT Analysis in the Strategic Coherence Framework 2007-2013 for Human Resources
Development
Strength
Weakness
• Young and dynamic population
• Efforts in harmonisation of Turkish Labour
Legislation to the EU Acquis
• Entrepreneurship capacity
• Culture of social solidarity
• Increasing enrolment rates at all education levels
• Increasing coverage of social security

Opportunity
• Demographic window of opportunity
• Increasing access to information
• EU accession process
• Increasing demand to qualified work force
• Increasing FDI
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• Low labour force participation rate of woman
• Insufficient public and private employment
services
• Lack of adaptability to technological changes
• The weak link between education and labour
market
• Inadequacy of vocational education
• Low level of educational attainment
• High level of undeclared employment
• Low participation level in life long learning
• Imbalance in income distribution
Threat
• Migration of labour force
• Low level of investment for human resources
• Rapid dissolution of agricultural sector

REGIONAL DISPARITIES IN HUMAN RESOURCES AND LABOR MOBILITY

One of the most significant results of the regional disparities in Turkey is the domestic migration
since the 1950s.41 The patterns of domestic migration have been changing within the last four
decades.

Figure 6: Domestic Migration, 1975-2000
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Figure 7: Types of Domestic Migration, 1975-2000
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The figures above illustrate that the urban-to-urban migration has accounted for the most
prevalent form since 1975. The second most important form is the rural-to-urban migration in
the same period. The rural-to-rural migration rate has declined the most in recent years.

The current period witnesses a number of outstanding regional migration patterns. Istanbul, the
largest city in the country, both receives and sends migrants from/to different parts of the
country. The city received net migration from every region between 2007 and 2012 but Eastern
and Western Marmara. These two regions are located around Istanbul and some of the industrial
activities have been moved to these regions in recent years. In fact, population in Istanbul
follows the industrial facilities relocated in different regions.
A number of cities in the Aegean region such as İzmir, Aydın, and Muğla host a variety of
sectors and play an important role to keep the migrants of the neighboring cities within the
region. Nevertheless, the share of the migrants from within the region in the total number of
migrants to the region is relatively small.

In a similar manner, Adana, Mersin and Hatay account for the destination points for most of the
migrants of the Mediterranean Region. The second departure point for the migrants to the region
is the Southeast Anatolia.

On one hand, the Western Anatolia sends most of its migrants to Central Anatolia. On the other
hand, Central Anatolia receives most of its migrants from Istanbul and Western Anatolia as well
as from within the region. The region sends most of its migrants to the same regions, while
Western Anatolia receives the largest share.

Eastern Marmara receives a large number of migrants from Istanbul as well as from within the
region. A smaller portion of the migrants come from Eastern Black Sea region. Out-migrants
move mostly to Istanbul, the Aegean region, and other cities of the same region. Kocaeli, Bursa,
and Sakarya are the prominent destination points for migrants.
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Western Marmara receives most of its migrants from and sends to Istanbul. The Western Black
Sea sends most of its migrants to Istanbul, while it also receives migrants from the same city.
Similar trends apply to East Black Sea as well.

As one of the economic centers of the region, Gaziantep is major destination point for the
Southeast Anatolian migrants. The two other important destination points for the Southeast
Anatolian migrants are Istanbul and the Mediterranean region.

Istanbul is the major destination and departure point for the Middle-eastern Anatolia and
Northeastern Anatolia. Migration within these two regions is at a negligible level.42

These patterns of migration are in alignment with the longer trends about urbanization in
Turkey.

Figure 8 and Figure 9: Urban and Rural Population, 1927-2013
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The first two figures about the historical trends of urbanization illustrate an unabated increase in
the urban population from 1955 on. Between 1927, the year for the first census of modern
Turkey, and 1955, the pace of the increase in the population in both rural and urban areas was
roughly the same. Even though the increase in urban population gained a momentum after 1955,
it was not until 1985 that the urban population outnumbered the rural one.

Figure 10: Difference between Urban and Rural Population, 1927-2013
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In fact, even though the 1955-1980 period witnessed a fast increase in urban population, the gap
between rural and urban areas in terms of the population size had not narrowed down until the
1980s.

Figure 11: Change in the Difference between Urban and Rural Population, 1927-2013
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In terms of the changes in the difference between rural and urban population for the successive
periods, the rural population increased at the expense of the urban population until 1955. In
other words, the rural population between 1927 and 1955 was not only larger than the urban
population but also the increase in the rural population in this period was faster than the urban
population. Even though the trend was reversed after 1955, the growth in urban population was
still too slow to transform the general locational composition of the population between 1955
40

and 1980. The urban population in Turkey was increasing in this period, yet Turkey was not
urbanizing.

The most dramatic change in the human topography of the country took place between 1980 and
1985. Within these five years, not only the urban population became larger than the rural
population but also the change in the difference between urban and rural population had the
largest ratio to the total population in the entire Turkish history.43 Between the 1981-1985 period
and the 1976-1980 period, the difference between urban and rural population grew by 8.5
million people (roughly 17 percent of the population) in favor of the urban areas. This wave of
migration was the dynamo behind the industrialization of Turkey in the new period.

The HRDOP points to the categorical difference between urban and rural areas in terms of the
form of compensation for the employees. The majority of the workers in rural areas are unpaid
family workers and the minority of these workers is covered by the social security system. Even
though most of the employees in urban areas are wage-workers, causal work is widespread and
this segment of the labor force is particularly vulnerable to social exclusion and poverty.
Informal employment is particularly widespread in such sectors as ready-made garment
production and construction that are the largest ones in terms of their employment capacity. In
fact, a common feature of the labor force for both rural and urban areas is informal
employment.44
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Map 13: Labor Force Participation Rate by Province, 2011

Source: BGUS 2014-2018, p. 54 and TurkStat
Map 14: Unemployment Rate by Province, 2011

Source: BGUS 2014-2018, p. 55 and TurkStat

The two maps above illustrate the labor force participation rate and unemployment by province
for 2011. As for the above-mentioned parameters of regional development, these two indicators
reveal the disparities between Priority I and Priority II regions in Turkey.
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Table 12: Coefficient of variation of employment rates at NUTS 2 level
The Most Poorly Performing EU
EU20 (***)
Turkey
EU 27
Member as of 2011 (Italy) (**)
Regional
Regional
Regional
Regional
Cohesion at
Cohesion at
Cohesion at
Regional
Cohesion at
NUTS 2 Level
NUTS 2 Level
Employment NUTS 2
Employment
Cohesion at
Employment
NUTS 2 Level
(TUIK)
(EuroStat) (*)
Rate (%)
Level
Rate (%)
NUTS 2 Level Rate (%)
2004
18.2
41.3
12.1
63.0
15.6
57.6
6
2005
17.5
41.5
11.9
63.4
16
57.6
5.9
2006
17.7
15.4
41.5
11.4
64.4
16
58.4
5.7
2007
17.1
13.1
41.5
11.1
65.3
16.3
58.7
5.6
2008
18.2
15.5
41.7
11.3
65.8
17
58.7
5.7
2009
17
15.5
41.2
11.8
64.5
17.4
57.5
5.9
2010
13.2
12.3
43.0
11.9
64.1
17.8
56.9
5.9
2011
13.8
45.0
64.3
56.9
5.9
2012
14.5
45.4
56.8
6.1
(*) EuroStat and TUIK data do not overlap. TUIK data shows a larger gap between Turkey and EU 27.
(**) No other EU member has lower scores than Turkey.
(***) Figures are compiled for the following twenty EU members with available data for 2004-2012: Belgium, Bulgaria, Czech Republic, Germany,
Greece, Spain, France, Italy, Hungary, the Netherlands, Austria, Poland, Portugal, Romania, Slovakia, Finland, Sweden, United Kingdom, Norway, and
Sweden
Source: TUIK; EuroStat;
http://epp.eurostat.ec.europa.eu/tgm/download.do;jsessionid=9ea7d07d30e78b2ace06c3274628bafc9f0c9eb3c845.e34OaN8PchaTby0Lc3aNchuMc3yMe0
?tab=table&plugin=0&language=en&pcode=tsdec440 ; accessed on 1/3/2014.
http://epp.eurostat.ec.europa.eu/portal/page/portal/product_details/dataset?p_product_code=TSDEC44045
Retrieved from Balaban U., Social Inclusion Practices in Turkey and the European Union in the 2000s: A Comparative Assessment. Mulkiye Dergisi, 38(1),
2014

In terms of the coefficient of variation of employment rates at NUTSII level, some progress was
achieved within the last few years. However, the comparative assessment in the table above
reveals the gap between Turkey and the European Union. All of the Member States but Italy
have lower coefficients than Turkey. Moreover, Turkey is unable to catch up even with the
Union’s average that is a composite figure for all Member States combined. When the average
of individual countries’ scores is compared to the values for Turkey, the gap becomes more
visible.

According to the HRDOP, half of the Priority I regions have labor force participation rates
below the national average. Similarly, most of the Priority I regions have below-average
employment rates. The low unemployment rates in some portions of the Priority I regions is
related to the low labor force participation rates. The share of agricultural employment is higher
than the national average in all Priority I regions except for TRC1 that has Gaziantep,
Adıyaman, and Kilis. The same situation pertains to industrial employment as well. The two
exceptions are once again TRC1 and TR72 that encompasses Kayseri, Sivas, and Yozgat. TRC1
also has an above-average employment share in services as well as TRC3 that has Mardin,
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Batman, Şırnak, and Siirt. In fact, Gaziantep and its neighbors in the same NUTSII region have
an employment structure that is close to the average in Turkey.46

The table below illustrates that except for Istanbul, the non-agricultural unemployment rate is
higher than the general unemployment rate in all NUTSII regions. Priority II regions have on
average higher labor force participation and employment rates and lower unemployment as well
as non-agricultural unemployment rates than the Priority I regions. The gap between Priority I
and Priority II regions in non-agricultural unemployment rate is larger than in the total
unemployment rate. Given the weight of the agricultural employment in the Priority I regions,
this difference acts to narrow down the gap with the Priority II regions in terms of the total
unemployment rate. Nevertheless, unemployment rates are heterogeneously distributed among
the Priority I regions.
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Table 13: Basic Labor Force Indicators for NUTSII Regions, 2011

Regions
TR-TÜRKİYE
TR10 (İstanbul)
TR21 (Tekirdağ, Edirne, Kırklareli)
TR22 (Balıkesir, Çanakkale)
TR31 (İzmir)
TR32 (Aydın, Denizli, Muğla)
TR33 (Manisa, Afyonkarahisar, Kütahya, Uşak)
TR41 (Bursa, Eskişehir, Bilecik)
TR42 (Kocaeli, Sakarya, Düzce, Bolu, Yalova)
TR51 (Ankara)
TR52 (Konya, Karaman)
TR61 (Antalya, Isparta, Burdur)
TR62 (Adana, Mersin)
TR71 (Kırıkkale, Aksaray, Niğde, Nevşehir, Kırşehir)
TR81 (Zonguldak, Karabük, Bartın)
TR63 (Hatay, Kahramanmaraş, Osmaniye)
TR72 (Kayseri, Sivas, Yozgat)
TR82 (Kastamonu, Çankırı, Sinop)
TR83 (Samsun, Tokat, Çorum, Amasya)
TR90 (Trabzon, Ordu, Giresun, Rize, Artvin, Gümüşhane)
TRA1 (Erzurum, Erzincan, Bayburt)
TRA2 (Ağrı, Kars, Iğdır, Ardahan)
TRB1 (Malatya, Elazığ, Bingöl, Tunceli)
TRB2 (Van, Muş, Bitlis, Hakkâri)
TRC1 (Gaziantep, Adıyaman, Kilis)
TRC2 (Şanlıurfa, Diyarbakır)
TRC3 (Mardin, Batman, Şırnak, Siirt)
Priority II Regions
Priority I Regions
Pink: Priority I Regions; Green: Priority II Regions
Source: HRDOP, p. 46-48 and TurkStat 2011

Non-Institutional
Population (15 years
and over)
53,593
9,773
1,252
1,289
3,099
2,188
2,123
2,753
2,511
3,590
1,608
1,964
2,675
1,110
793
2,050
1,661
579
2,004
1,930
689
704
1,203
1,197
1,592
2,022
1,234
36,728
16,865

Labor
Force
(Thousands)
26,725
4,773
693
607
1,653
1,190
1,119
1,339
1,373
1,706
796
1,138
1,390
515
451
1,010
832
344
1,052
1,107
348
383
578
566
679
663
419
18,743
7,981

Population
not in Labor
Force
26,867
5,000
559
682
1,446
998
1,004
1,414
1,138
1,884
812
826
1,285
595
342
1,040
829
235
953
823
341
321
624
630
914
1,359
815
Total
17,985
8,884
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Employed
(Thousands)
24,110
4,211
632
575
1,410
1,088
1,066
1,237
1,210
1,545
742
1,032
1,241
474
417
889
743
324
996
1,036
326
344
519
497
581
608
365

Unemployed
(Thousands)
2,615
562
61
32
243
102
53
102
163
161
54
106
149
41
34
121
89
20
56
71
22
39
59
69
98
55
53

Labor Force
Participation
Rate (%)
49.9
48.8
55.4
47.1
53.4
54.4
52.7
48.6
54.7
47.5
49.5
57.9
52.0
46.4
56.9
49.3
50.1
59.5
52.5
57.4
50.5
54.4
48.1
47.3
42.6
32.8
33.9

16,880
7228

1863
752

51.68
48.20

Employment
Rate (%)

47.01
43.71

45
43.1
50.5
44.6
45.5
49.8
50.2
44.9
48.2
43
46.1
52.6
46.4
42.7
52.6
43.4
44.7
56
49.7
53.7
47.3
48.8
43.2
41.5
36.5
30.1
29.6

Unemployment
Rate (%)
9.8
11.8
8.8
5.3
14.7
8.5
4.7
7.6
11.9
9.4
6.8
9.3
10.7
8.0
7.6
12.0
10.7
5.7
5.3
6.4
6.3
10.2
10.2
12.3
14.4
8.4
12.7
Average
8.99
9.55

NonAgricultural
Unemployment
Rate (%)
12.0
11.8
10.4
8.1
16.2
12.4
8.0
8.5
14.5
9.8
9.7
12.5
14.2
11.1
12.6
15.7
16.4
11.5
9.2
12.7
11.5
19.8
15.2
18.9
16.2
9.6
14.3
11.45
14.25

The comparison of the nominal figures reveals a distribution of regions by employment rate and
labor force participation rate around the national average. The outliers (TRC2, TRC3, TRC1 and
TR82) are all Priority I regions.

Figure 12: NUTS II Regions by Employment Rate and Labor Force Participation Rate
NUTSII Regions by Employment Rate and Labor Force Participation Rate, 2011
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In alignment with the graph above, the National Strategy of Regional Development 2014-2018
highlights the following facts about the regional disparities concerning the labor force participation
(LFP):47

1. The LFP rate is particularly low in the Southeastern Anatolia.
2. The geographical distribution of the LFP in other regions has a heterogeneous character.
3. The meta-region located between Ankara and Istanbul has a labor force primarily
employed in industrial and service activities. In other provinces, agriculture replaces the
industry in terms of the share of the total employment in individual regions.

As the graph below illustrates, the non-agricultural unemployment accounts for most of the
difference in total unemployment between Priority I and Priority II regions. Priority I regions
have a higher rate of employment in agriculture: the outstanding regions in this regard are TRA2
(55,8%), TR82 (53,6%), and TR90 (53,6%).48 The strop between Adana and Mardin in Southern Turkey
as well as the three major metropolitan areas (Istanbul, Ankara, and Izmir) have above-average
unemployment rates.49
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Figure 13: NUTS II Regions by Non-Agricultural Unemployment Rate and Unemployment
Rate, 2011
NUTSII Regions by Non-Agricultural Unemployment Rate and Unemployment Rate, 2011 (%)
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Population Projections for 2023

The National Strategy of Regional Development 2014-2018 makes the following projections about the
geographical distribution of population for 2023:50
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1. Two meta-regions will keep attracting migrants and increase its population: provinces
located between Istanbul and Ankara as well as coastal provinces on the Mediterranean
shore between Izmir and Hatay.
2. Konya and Kayseri will likewise increase their population thanks to their domestic
economic and demographic dynamics.
3. Southeastern Anatolia will increase its population due to the relatively high birth rates.
4. Black Sea Region and the northeastern part of Central Anatolia will potentially lose their
population.

Population-Income Nexus for the Regions of Turkey

The National Strategy of Regional Development 2014-2018 shares the following conclusions
about the population-income nexus for the metropolitan areas:51

1. The three largest metropolitan areas (Istanbul, Ankara, and Izmir) increased their share
in total population between 1965 and 2000. Istanbul witnessed the fastest increase, while
Ankara and Izmir had proportionally similar rates of increase. Istanbul’s share in total
income could not catch up with its population increase in this period. Whereas Istanbul’s
share in total population increased from 7.3 percent to 14.9 percent between 1965 and
2000, its share in GDP rose from 21.2 percent to 22.6 percent only. Ankara similarly
witnessed an increase in its population in contrast to the contraction in its share in the
total income. Izmir, however, was able to increase its share in both population and
income.
2. Istanbul’s hinterland provinces (Kocaeli, Tekirdağ, Bursa and Sakarya) increased their share in
GDP at a substantial rate thanks to the decentralization of the industrial activities out of Istanbul.

3. A similar relationship obtains between Izmir and its major hinterland province, Manisa. Even
though its share in total population decreased, Manisa’s share in GDP increased at the expense of
the industrial activities in Izmir.
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4. Ankara failed to generate a comparable boost for its neighbors. One of the reasons for
Ankara’s unique position in this sense is the weight of the public services in the city’s
economy. Accordingly, service sectors historically prevailed in Ankara. The three
hinterland provinces of Ankara (namely, Çankırı, Kırşehir, and Yozgat), thus, lost some of
their share both in population and GDP.

The following provinces have had the worst performance in terms of their share both in
population and income between 1965 and 2000: Tunceli, Kars, Gümüşhane, Sivas, Çankırı,
Kastamonu and Sinop. TRC3 (Mardin, Batman, Şırnak, and Siirt) had the highest increase in the share of
the GDP in comparison to other NUTSII regions between 2004 and 2010.52 The population/income

relationship for other NUTSII regions is illustrated in the table below that takes the data in
National Strategy of Regional Development 2014-2018 as the reference:53

Table 14: Change in the Share in Total Population and GDP, 2004-2010

Change in the Share
in Total Population
and GDP, 200454
2010
Increase in the
Share in the Total
Population

Decrease in the
Share in the Total
Population

Increase in the Share in the Total Income

Decrease in the Share in the Total Income

TR61 (Antalya, Isparta, Burdur)
TRC2 (Şanlıurfa, Diyarbakır)
TRC1 (Gaziantep, Adıyaman, Kilis)
TRC3 (Mardin, Batman, Şırnak, and Siirt)
TR42 (Kocaeli, Sakarya, Düzce, Bolu, Yalova)
TR51 (Ankara),
TR63 (Hatay, Kahramanmaraş, Osmaniye)
TR21 (Tekirdağ, Edirne, Kırklareli)
TR22 (Balıkesir, Çanakkale)
TR90 (Trabzon, Ordu, Giresun, Rize, Artvin,
Gümüşhane)
TR33 (Manisa, Afyon, Kütahya, Uşak)
TRA2 (Ağrı, Kars, Iğdır, Ardahan)
TRB2 (Van, Muş, Bitlis, Hakkari)
TRC3 (Mardin, Batman, Şırnak, Siirt)

İzmir
İstanbul
TR41 (Bursa, Eskişehir, Bilecik)
TR32 (Aydın, Denizli, Muğla)
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TR81 (Zonguldak, Karabük, Bartın)
TR82 (Kastamonu, Çankırı, Sinop)
TR83 (Samsun, Tokat, Çorum, Amasya)
TR71
(Kırıkkale,
Aksaray,
Niğde,
Nevşehir, Kırşehir)
TR52 (Konya, Karaman)
TRA1 (Erzurum, Erzincan, Bayburt)

INDUSTRIAL POLICIES
General Assessment

Turkish economy has been going through a major transformation since the Second World War.
The general tendency of this transformation is the increasing importance of the industrial and
service activities at the expense of the agricultural activities. The graph below illustrates the
related shifts in the major sectors of production.

Figure 14: Share of the Sectors in GDP, 1968-2013
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Source: TurkStat, http://tuik.gov.tr/PreIstatistikTablo.do?istab_id=1503, accessed on 5.11.2014.
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Except for construction, all major sectors have increased their share in the GDP since 1968 at the
expense of agriculture. Industry, construction, and transportation, storage and communication
together accounted for 47.7 percent of the GDP in 2013.

Figure 15: Share of the Sectors in GDP (1968: 100), 1968-2013
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Source: TurkStat, http://tuik.gov.tr/PreIstatistikTablo.do?istab_id=1503, accessed on 5.11.2014.

When the same figures are illustrated by taking 1968 as the base year, which is the beginning of
the related TurkStat series, the following conclusions stand as noteworthy.

1. Industrial activities grew at the expense of agriculture.
2. Manufacturing accounts for a predominant portion of the overall industrial activities.
3. Activities in the domain of transportation, storage, and communication increased their share in
the GDP at a fast pace since 1998. This trend possibly points to the emergence of the new
industrial centers in Turkey along with new country-wide supply chains.
4. The share of construction kept a steady pace with the average of these sectors altogether. In other
words, construction sector has not increased its share in GDP in a noticeable manner.
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5. Service sectors increased its share in the economy from 1997. The magnitude of the decline of
the non-service sectors within the last three decades is approximately 8.9 percent.55
6. However, the proportional increase in the share of services (other than transportation, storage,
and communication) has been smaller industry.
Per the primary subject of this project, when we focus on the recent developments in industrial
sectors, we see the predominance of the manufacturing activities in the industrial topography of
Turkey. Within the last two decades, the industrial output has grown in US Dollar terms by a
factor of 2.18.

Figure 16: Industry, Value Added (% of GDP)
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Source: World Bank, http://data.worldbank.org/indicator/NV.IND.TOTL.ZS, accessed on
5.13.2014

According to the World Bank data, the value added of the industry increased its share in the GDP
of Turkey between 1963 and 1998. The former year points to the initiation of the importsubstituting industrialization policies. The share of industry’s value added increased
53

uninterruptedly between 1963 and 1972, the year after the first OPEC crisis. The second fastest
increase took place between 1984 and 1988. In the early years of the 1980s, Turkey quit the
import-substituting industrialization strategy in favor of export-led growth policies.56 In fact,
each major change in the growth strategy brought about gains in the share of the value added of
industry in the GDP.

In the 2000s, however, the share of the industry dropped back roughly to the value for 1984. In a
comparison to the changes in the world average, figures illustrate a gradual convergence between
1963 and 1988. Between 1993 and 2002, Turkey’s values are higher than the world average.
Since 2002, Turkey has had roughly the same value as the world average.

Figure 17: Industrial Sectors and Manufacturing, 1996-2013 in USD (1,000)
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This remarkable growth in the output took place despite the financial turmoil between the
financial crises of 1995 and 2001. As the table above illustrates, the first crisis is reflected in an
actual decrease in the output, while the second crisis is followed by a dramatic increase in
industrial output. The relationship between manufacturing and industry, however, kept its former
status in the 2000s: the ups and downs of the manufacturing activities practically account for the
largest portion of the industrial output of the country.

Figure 18: Total Industrial Output and Industrial Exports, 1996-2013 in USD (1,000)
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The increase in industrial output was mostly oriented to export activities. In 2013, 92.4 percent
of the industrial output was exported. This ratio was only 29.1 percent in 1996, while it increased
significantly in the second half of the 1990s and the 2001 financial crisis in this regard signifies
the domination of the export-oriented activities in the Turkish industry. The close
synchronization points to the reorientation of the industrial activities with the general goal of
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exporting. For the purposes related to this assessment, another practical conclusion is that the
data about export activities can be conveniently used to outline the general trends in Turkish
industry in the current context.

Figure 19: Total Manufacturing Output and Manufacturing Exports in USD (1,000)
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A similar relationship obtains for the manufacturing output as well: the gap between the total
output and the exported portion of it is much smaller than the aggregate industrial output. A
possibly confusing trend in the last few years is that the value of manufacturing exports grew
larger than the total output. This may be a problem related to the accounts, while another strong
possibility is the weight of the informal production activities in the Turkish economy. As exports
are recorded in a more systematic manner than the actual manufacturing output, it is in a sense
not surprising that the former exceeds the latter however this goes against the intuitions. No
matter what the actual difference is, the two indicators illustrate the synchrony between
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manufacturing output and manufacturing exports. The export activities account for the driving
force for the manufacturing output in general.

Figure 20: Total Exports and Industrial Exports, 1996-2013 in USD (1,000)

Total Exports and Industrial Exports, 1996-2013 in USD (1,000)
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The same relationship pertains to the industrial exports as well: between 1996 and 2012,
industrial products on average accounted for 94.1 percent of the total export volume. Thus, the
following conclusions are noteworthy:

1. Together with construction and transportation-related sectors, industrial activities accounts for
roughly half of the GDP.
2. Manufacturing by itself accounts for more than 80 percent of all industrial output. Furthermore,
manufacturing output and the output of other industrial sectors have a synchrony in their volume.
Accordingly, manufacturing sector reflects the industrial topography of the country.
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3. Most of the industrial output is sold in overseas markets. The share of the domestic consumption
has been losing its share in the total industrial product.
4. In a similar manner, most of the exports come from the industrial activities. As of now, more
than 90 percent of the value exported is the manufacturing output.
5. With regard to the data about the dominance of the manufacturing, another conclusion is that
manufacturing exports accounted for 93.1 percent of the total exports in 2013. The same year,
manufacturing output accounted for 15.4 percent of the GDP in Turkish currency and
manufacturing exports accounted for 17.2 percent of the GDP in US Dollars.57

General Assessment in the Strategic Documents

The Turkish Industrial Strategy Document 2011-2014 with regard to the current situation of the
industrial development point to the integration of the industrial activities with the global markets.
The following is a summary of the general assessment of the Document about the transformation
of the industrial relations within the last decade in Turkey.

The rapid growth after the crisis in 2001 did not help Turkey to upgrade its position in the world
with respect to global competitiveness, which is now even more critical for the Turkish economy
in caparison to the pre-2001 period. In this regard, competition by the low-income economies
such as China and India makes it impossible for Turkey to continue a “race to the bottom”
strategy for viable growth. Nevertheless, “With efficient implementation of a skillfully designed
industrial strategy, the added value of manufacturing in Turkey can be increased”.58 Service
industry needs to take part in the design of the industrial policies.
European Union’s current industrial policies provide a framework for Turkey’s sought-for
strategy in terms of content and methodology. In this regard, policies to increase the productivity
and competitiveness of the regions take part in the general strategy in compliance with the
industrial priorities of the Union. Similarly, the competitiveness of private sector should be a
major component of the strategy.
58

With regard to the competitiveness of manufacturing, the performance is seen as the composite
consequence in a variety of areas such as design, logistics, and distribution. These sectors are
regarded as ‘service areas’ in the document. An integrated approach should be developed that
takes the value chains in their entirety and incorporates service and support activities. The
economic development of the East Asian counties is given as the proof for the significance of the
integrated industrial strategies. Japan and South Korea among these countries, according to the
Document, adopted the ‘infant industries’ approach. Thereby, they “set export targets on a
company, product and market basis, rewarded well-performing companies, and adopted an
export-oriented industrial strategy. They did not emphasize gaining foreign licenses and direct
foreign capital for technological development”.59 This model is argued to have failed to meet the
challenges during the 1997 Asian Crisis as well as the new WTO regulations that restrict the
government intervention in the markets.

According to the Document, the alternative approach is the one of the ASEAN4 (Malaysia,
Thailand, Indonesia, and the Philippines): these countries base their industrial strategy on
activities and legislation to attract foreign direct investment (FDI) as well as tariffs to protect the
critical sectors and to motivate the foreign companies to operate within their borders. The
Document argues that “in this way, the externality of the direct capital and their positive
contribution to the local industries has been fully exploited”.60 In fact, the Document implicitly
favors the ASEAN4’s strategy vis-à-vis the path taken by Japan and South Korea. Regardless of
the academic merit of this position, it is obvious that ASEAN4 has similar resources and GDP
per capita as Turkey. Accordingly, these “model countries” stand as at least more realistic cases
for comparison for the assessment of the success of the industrial strategy of Turkey.

With regard to the sector-orientations of the industrial strategy, the Document takes a clear
stance in favor of horizontal policies:
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Industrial policies of the past, which were based on the principle of selecting certain
sectors and supporting them, had very limited effects… Today many nations adopt
industrial policies that do not simply target certain sectors and support them, but rather
also improve competitiveness of the companies through horizontal policies… Such
policies also reduce regional inequalities.61

To recapitulate, the Turkish Industrial Strategy Document 2011-2014 emphasizes the following
policy orientations in the sought-for strategy about industrial development in Turkey.

1. Turkey has not done well enough to catch up with the global industrial growth of the last decade.
Thus, a new industrial strategy is needed.
2. Growth via a “race to the bottom” strategy is no longer viable for Turkey given the competition
by the low-income economies in the world.
3. A key element in the sought-for strategy is to develop a holistic perspective that incorporates the
non-industrial sectors including logistics, design, and other service-related areas into the core of
the strategy. An integrated approach has the potential to contribute to the manufacturing
performance of Turkey. In fact, manufacturing is unsurprisingly regarded as the focus of the
strategy, while other non-manufacturing sectors are taken into account as auxiliary components
to boost the manufacturing output and to decrease the unit prices in manufacturing.
4. The Union’s overall framework about industrial development is by and large accepted as the
basis of the sought-for strategy for Turkey.
5. Two ideal-typical models are assessed in the document to pick a reference point for the outcomes
of the industrial policies and to assess those outcomes accordingly. The Japan/South Korea
model is dismissed, while the ASEAN4 model is favored.
6. In alignment with the dismissal of the Japan/South Korea model, strategies that aim to
selectively subsidize particular industrial sectors (as ‘infant industries’) are argued to prove
unsuccessful. Instead, horizontal strategies are preferred to the sector-based initiatives. The
expectation is that such an orientation is not only immune to the generic problems of the sectorbased strategies, some of which were already put in practice in the past in Turkey, but also
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capable of reducing the regional disparities. The basic idea is that horizontal policies will both
increase the competitiveness of Turkey in manufacturing and ameliorate the regional disparities.

The assessment of the conditions of the Turkey’s industrial competitiveness in the Document
points to Turkey’s strong international connections including the Customs Union. The emerging
East Asian economies turned Turkey’s location into an asset, Turkey potentially links East Asia
to Europe. In the long-run, “the most important sector linking Turkey to the global economy is
manufacturing”.62 However, employment lags behind the economic growth, mostly because the
share of agricultural employment has been dropping without being compensated by industrial
employment. The relatively weak employment capacity of the industrial sectors derives from the
fact that growth in these sectors is overall driven by productivity increases.

According to the Competitiveness Index of 2009 by the World Economic Forum, Turkey scored
better than twelve new members of the European Union. Turkey outscored these countries with
regard to the business sophistication, innovation, institutional infrastructure in the public
industry, and performance in institutional governance in private sectors. However, Turkey failed
to catch up with these Member States with regard to the intellectual property rights, railway
network quality, port quality, and the quality and scope of the use of ICT.

The recent years witnessed a shift in the composition of the manufacturing output in Turkey.
Automotive, appliances, machinery, electronics, petroleum, and rubber-plastics products
increased their share, while the garments, textile products, and food lost their former share in the
total manufacturing output. TV production increased substantially between 2004 and 2005, while
the sales dropped swiftly after 2006.

A noticeable trend in the composition of the foreign trade of Turkey is the rising share of the
imports of the intermediate goods in the manufacturing sector (excluding oil and natural gas).
This is partially due to the revaluation of the Turkish currency in recent years. Similarly, the
above-mentioned changes in the sector composition of the manufacturing sector rendered the
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imports of intermediate goods necessary, because the recently emerging sectors are yet to create
their domestic backward linkages.63

High-Technology

Medium-technology products have been increasing their share in the total export volume since
2001, while this has not been the case for the high-technological products. The Turkish Industrial
Strategy Document 2011-2014 attributes this problem to the insufficient local clustering in these
areas and the increasing dependence on imports in intermediate input.64

Nevertheless, the increasing output of the medium-technology products had a positive impact on
the total research and development (R&D) expenditure. As of 2008, R&D expenditure accounted
for 0.73 percent of the GDP, much lower than the Lisbon objective of 3 percent. In 2008, Turkey
applied for 367 international patents. There is a significant imbalance between Priority 1 and
Priority 2 NUTSII Regions in terms of the patent applications. 65 Practically, all domestic patent
applications are made by foreign applicants.66

In order to overcome the handicaps concerning the R&D, 22 Technology Development Zones
(TDZs) were established in Turkey. These zones host companies that primarily pursue R&D
activities. Four of the TDZs are located in Priority 1 NUTSII regions. Approximately 3,500
R&D personnel were employed at the TDZs in 2007 and 18 patents were obtained between 2003
and 2007. RCOP emphasizes that “these TDZs are not operational due to lack of physical
infrastructure and financial constraints in acquiring adequate technological infrastructure”.67
University campuses host Technology Development Centers (TDCs) that assist SMEs’ projects
on R&D, innovation and new product designs. Three out of eighteen of the TDCs are located in
the Priority 1 NUTSII regions. A supplementary practice is “incubators without walls”: eleven
incubators were operational in 2007 and eight of them were located in organized industrial
zones.68 SAN-TEZ is another program. This program by the Ministry of Industry and Trade
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aims to strengthen the collaboration between universities and businesses, to commercialize the
academic knowledge, and to support the research-oriented SMEs. The Technology Development
Foundation of Turkey (TTGV) is another important player. This non-governmental and nonprofit organization provided financial support of $165 million between 2000 and 2007 for 473
technology development projects.69

It is planned to increase the share of R&D in GDP to 2% and raise the number of full-time
researchers to 80,000 by 2013.70

The executing agencies for R&D are the universities, TUBITAK, the Ministry of Science,
Industry, and Technology as well as the Ministry of Development. Among these agencies,
TUBITAK pursue the following programs in order to strengthen the cooperation among the other
agencies:

-

“Supporting the Initiatives of Establishing Scientific and Technological Cooperation
Networks and Platforms Program (ISBAP)”,

-

“EUREKA R&D Network Support for the Industry Program”

-

“Support Program For R&D Projects Market Platform”

-

“Support for the Industry R&D Projects Program”: This program covers small and
medium size enterprises (SMEs) as well as large companies.

-

“R&D Start-up Support Program for SMEs”

-

The “Support for the Technology and Innovation Focused Enterprises Programme
(TEKNOGIRISIM)”.71

RCOP enlists the following as the major problems of Turkey in the field of R&D and innovation:

-

Inadequate number of enterprises,

institution/agencies/research centres

universities carrying out R&D, innovation and technology based activities.
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and

-

Low cooperation level between universities and enterprises. Usually universities
and other scientific institutions intensify their studies on theoretical sjects and
this situation makes industry far from those researches.

-

Low participation level to the Community Programs such as 6th FP because of the
lack of R&D infrastructure and quantity and quality of researchers and low interest of
SMEs in R&D and innovation.

-

The universities in the regions having a per capita income below 75% of Turkish
national average have insufficient infrastructure which is necessary for a successful
R&D and, also the universities, research centres and sophisticated laboratories which
have the high capability of R&D, are located in the west part of the Turkey.

-

Most of R&D infrastructure is established in universities and plic research
institutions, consequently most of R&D activities are performed by universities
and plic research institutions. There is not enough number of SMEs carrying hightechnology based activities and the number of SMEs capable of involving in such
high-tech projects is quite low, while the existing ones need strong infrastructure and
other types of support in order to carry out such projects.

-

Lack of human resources on R&D and Innovation.72

Companies

The ten companies in Turkish economy with the largest annual revenue now concentrate on a
limited number of activities including automotive, appliances, electronics, food, and construction
materials.73

In terms of the sectors, service enterprises outnumber the manufacturing enterprises by a factor
of 3.5, yet the job-creation capacities of both are the same. The 12 Priority I NUTSII regions host
approximately one quarter of all enterprises in Turkey, while the 15 Growth Centers host 14
percent. The figures for major sectors do not significantly diverge from these values:
approximately 21 percent of the manufacturing enterprises were located in those Priority I
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regions in the 2000s, while the Growth Centers hosted approximately 12 percent of all
manufacturing enterprises in the same decade. Manufacturing enterprises in the Priority I regions
and in the Growth Centers employed approximately 21 percent and 8 percent of the total
workforce in manufacturing respectively. Among the Growth Centers, Gaziantep has the highest
number of employees in manufacturing with its 2.6 percent share in the total employment of this
sector.74

European Union
In 2009, 46 percent of Turkey’s exports were shipped to the EU. Forty percent of the Turkey’s
imports were purchased from the Union the same year. The Union also accounted for 72 percent
pf the FDI between 2003 and 2007. The total amount in these years was $47 billion. The annual
market share of Turkish products in the EU’s manufacturing industry increased from 3.8 percent
in 2003 to 4.7 percent in 2007. Per medium-technology products, Turkey increased its market
share by 2.5 times between 1999 and 2004. The change for the low-technology products in the
same period was relatively mediocre: from 6.3 percent to 7.9 percent.75

Responses to the Economic Crisis

The Turkish Industrial Strategy Document 2011-2014 regards the financial crisis of 2008 as a
vital factor that retarded the increase of the manufacturing output in Turkey. The following
precautions followed the crisis.

The Economic Coordination Council (EKK) took the leading role to take the necessary measures
in the financial sector. New regulations allowed exchanging the foreign currency of a higher
volume as the foreign exchange tenders by the Central Bank were suspended. Banks were also
given the Central Bank Liquidity Support Credits. The foreign exchange compulsory reserve rate
was dropped. Interest on the foreign exchange compulsory reserves was put on hold. The interest
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rate of Turkish currency compulsory reserves was increased. The dividends paid by banks were
restricted.

In order to boost the real investment and reduce the unemployment, the stoppage tax was
reduced to 5 percent in particular sectors. In order to encourage the mergers among the SMEs,
corporate tax exemption and application of discounted corporate tax were set for the
SMEs. Low and zero interest credit support was provided for SMEs within the scope of
Production and Export Supports. A credit guarantee mechanism was initiated to ease the access
of the SMEs to financing. KOSGEB’s budget increased by 48 percent in 2009. Organized
Industry Zones began to be provided cheaper credit with lower bank commissions. Eximbank
began to loan higher amounts to even smaller companies. A “registry amnesty” was passed to
annul the bad checks and protested bills. In the meantime, the unemployment allowance was
extended from 3 to 6 months.76

REGIONAL COMPETITIVENESS OP

The latest Regional Competitiveness Operational Programme (RCOP) prepared in 2007 points
out that the Turkish economy “is mostly based on low technology usage and cheap labour
force”.77
The RCOP point out the following problems with respect to the industrial dynamics in Turkey:78

-

Macro-economic balances, which have significant effects on the development
and the competitiveness of the industry, have been developed independently from the
priorities of the industry.

-

Investors do no possess sufficient information on target markets, investment
areas and production selection to participate in the value chain due to the weakness
in the information production in the plic-private sector and in the communication
mechanisms.
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-

Rival economies create competition pressure on the sectors which are the driving
forces of the export and employment of Turkey and constitute the competitiveness
advantage of the some regions.

-

Imbalances in the spatial distribution of the manufacturing industry enterprises affect
regional development disparities, it is necessary to support the factors which create
the competitiveness in each region by mobilising their indigenous potential.

-

Imported raw material demand of the production structure is increasing;
technological progress and productivity increases based on the innovation have not
been spread.

-

Positive externality relationship does not represent a common structure in the
integration of the main-supply industry, positive correlation has not been ensured
between the production increases and the employment.

-

Institutionalisation and cooperation networks have not been used at the level of firms
in order to exploit economies of scale.

-

There are deficiencies in the physical and social infrastructure which are the main
instrument of the regional development and creation of the competitiveness.

-

Productivity and the value added produced by the SMEs are low compared to the EU
member countries, the number of SMEs providing qualified goods and services in
compliance with the standards and using modern marketing tools is insufficient.

-

There is insufficient infrastructure, personnel and capital in terms of the R&D,
innovation and high tech usage of the plic and the private sector.

-

The usage of financial instruments among SMEs is very low and there is an urgent
need for the development and strengthening of the financing instruments towards
SMEs.

-

SMEs, which can/cannot compete, have not been supported sufficiently taking into
account their regions, sector and conditions, supports to the starts-up are insufficient.

-

Clusters aiming at the development of cooperation networks among SMEs and
between SMEs and large firms have not been broaden.
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-

Enterprises have difficulty in compliance with the environment, work safety, and
hygiene rules of the EU.

-

Usage of ICT can not be supported sufficiently to increase the economic development
and competitiveness of the SMEs.

-

In order to contribute to the participation of the SMEs to the global markets, ebusiness and e- commerce practices have not been highly introduced to the
enterprises and awareness in this field has not been developed.

-

Insufficient protection, enhancement and commercialisation of natural and historical
heritage.

-

Lack of adequate infrastructure for diversification and geographical expansion in
tourism and economic benefits of tourism have not spread to all regions.

-

Lack of effective promotion and marketing activities in the tourism sector.

-

Tourism SMEs and facilities have difficulty in meeting the needs of their
infrastructure.

10TH DEVELOPMENT PLAN

Fixed Capital Investment

Between 2007 and 2012, the fixed capital investment by private enterprises grew (slower than
GDP growth) by 2 percent annually and the fixed capital investment stock in GDP dropped from
18.9 percent in 2006 to 16.4 percent in 2012. In the same period, Turkey attracted FDI worth
$73.3 billion. The tenth Development Plan sets the goal for the fixed capital investment stock’s
share in GDP as 19.3 percent by 2018.

The share of the R&D expenditures in GDP increased from 0.6 percent in 2006 to 0.86 in 2011.
Accordingly, the Ninth Plan’s objective to reach 2 percent by 2011 was not met. Similarly, the
number of full-time researchers was 72,000, below the Plan’s objective 80,000.79 The following
is the goals set by the 10th Development Plan concerning the R&D activities for 2018.
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Table 15: Basic Trends and Projections about R&D, 2006-2018

Projections about R&D Personnel
2006 2011 2013
2018
R&D Expenditures/GDP (%)
0.60
0.86
0.92
1.80
The Share of the Private Sector in the Total R&D
Expenditures
37.0
43.2
46.0
60.0
54,44 92,80 100,00 220,00
Number of of Full-Time R&D Staff
4
1
0
0
42,66 72,10
176,00
Number of Full-Time Researchers
3
9
80,000 0
The Share of the Private Sectors in the Total Employment
of the R&D Staff (%)
33.1
48.9
52.0
60.0
2006 2012 2013
2018
Domestic Patent Applications
1,090 4,543 5,600
16,000
Share of the Domestic Patent Applications in the Total
Patent Applications
21
39
42
55
International and Regional Patent Applications Originated
from Turkey
605
1,130 1,260
2,140
Source: Data for 2006 and 2011 by TurkStat. Projections for 2013 and 2018 by the Ministry of
Development. Data about the Patent Applications by the Turkish Patent Institute. 80
Transformation of the Manufacturing Industries

Between 2007 and 2012, the output of the manufacturing industries rose on average by 3.7
percent annually, while the employment by these industries annually expanded by 1.5 percent
within the same period. In 2012, the share of the manufacturing industries in the GDP was 15.6
percent. The nominal value of the manufacturing exports on average increased by 8.5 percent
annually. The respective imports increased by 8 percent within the same period.81
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Table 16: Projections about the Manufacturing Output

2006

2012

2013

2018

Manufacturing Industries/GDP (Current, %)

17.2

15.6

15.5

16.5

Export Volume by Manufacturing Industries ($ Billion)
The Share of High Technology Manufacturing Sectors in Total Manufacturing
Exports (%)
The Share of Above-Average Technology Manufacturing Sectors in Total
Manufacturing Exports (%)

79.6

129.9

144.1

257.1

5.6

3.7

3.7

5.5

30.8

31.4

31.4

32.1

Number of Triadic Patent Applications

14

35

63

167

Annual Change in the Total Factor Efficiency in Industrial Sectors

1.2

-0.9

-0.8

1.9

Source: Data for 2006 and 2011 by TurkStat. Projections for 2013 and 2018 by the Ministry of Development.

Energy

The primary energy consumption increased annually by 2.8 percent on average between 2007
and 2011. The electricity consumption increased by 5.6 percent between 2007 and 2012. The
private sector is now the major procurer of electricity in Turkey: its share in the electricity
generation capacity increased from 41.5 percent in 2006 to 56.6 percent in 2012. The share of the
private sector in electricity generation increased from 51.9 percent to 62 percent in the same
period. As of 2012, 72 out of 81 provinces receive natural gas by the national network of
pipelines with a total length of 12,290 kilometers. Two nuclear plants plan to be built in the
coming years with a total capacity of 80 billion kWh. Turkey’s electricity consumption as of
2012 was 242 billion kWh.82
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Table 17: Projections about the Energy Production and Consumption

2006
Primary Energy Demand (BTEP)
Demand for Electricity (GWh)
Primary Energy Consumption per Person (PetroleumEquivalent Tons/Person)
Electricity Consumption per Person (GWh)
Share of Natural Gas in Electricity Production (%)
Share of Renewable Resources in Electricity Production (%)
Installed Electricity Capacity (MW)
Source: Data for 2006 and 2012 by the Ministry of Energy.
Ministry of Development 83

99,642
174,63
7

2012
119,30
2
241,94
9

2013
123,60
0
255,00
0

2018
154,00
0
341,00
0

1.44
1.59
1.62
1.92
2,517
3,231
3,351
4,241
45.8
43.2
43
41
25.3
27
27.7
29
40,565 57,058 58,500 78,000
Projections for 2013 and 2018 by the

Mining

Mining increased its share in the GDP from 1.2 percent to 1.5 percent between 2006 and 2012.
The value of the sector’s exports rose from $1.1 billion in 2006 to $3.2 billion in 2012. Natural
stones, copper, zinc, chrome, feldspar, and boron account for most of the exports. The total
imports similarly increased at a fast pace from $22 billion in 2006 to $42.2 billion in 2012.
Crude oil and natural gas accounted for $39.5 billion of the total mineral imports. Another $1.1
billion was spent on coke and iron for each.84

Table 18: Projections about the Mining Industries

2006
2012
Mining Industries/GDP (Current, %)
1.2
1.5
Export Volume by Mining Industries ($ Billion)
1.1
3.2
Export Volume of Boron ($ Billion)
0.4
0.8
Current Reserves for Lignite (Billion Tons)
500
1,000
Source: Data for 2006 and 2012 by TurkStat and Ministry of Energy and
Projections for 2013 and 2018 by the Ministry of Development.85
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2013
2018
1.5
1.5
3.8
7
0.9
1.5
1,300
3,000
Natural Resources.

Logistics and Transportation

Logistics is one of the fastest growing sectors in Turkey. The pace of development of this sector
illustrates the expansion of the domestic supply chains within the country. The 10th Development
Plan shares the data by the Logistics Performance Index ranking 155 countries in terms of their
infrastructure and other amenities in this sector. Turkey ranked 34th in 2007 and 27th in 2012.86
Road transportation accounted for 87.4 percent of the total transportation for goods in 2012. In
fact, the weight of the railways is relatively low in the total transportation capacity. As of 2012,
the length of the roads available for heavyweight traffic was 15,386 kilometers.87

Table 19: Projections about Logistics

2006
2012
2013
2018
Roads with Divided Lanes (km)
8,735
20,017 21,067 25,272
Highways (km)
2,025
2,236
2,256 4,000
Roads for Heavyweight Traffic (km)
8,855
15,386 18,486 39,552
Traffic (Billion Vehicles-km)
65
94
98
119
Passenger Transportation (Billion Passengers-km)
188
259
276
321
Goods Transportation (Billion Tons-km)
177
216
232
294
Highway Network Density (km/1,000 sq. km)
2.6
2.85
2.88
5.11
Source: Data for 2006 and 2012 by TurkStat and Ministry of Transportation, Maritime Affairs,
and Communications. Projections for 2013 and 2018 by the Ministry of Development. 88
NATIONAL STRATEGY OF REGIONAL DEVELOPMENT 2014-2018

Istanbul, Izmir, and the NUTSII Region TR42 (Kocaeli, Sakarya, Düzce, Bolu, Yalova) are the
regions of the highest industrial concentration. In each of these regions/cities, the share of the
industry had dropped in favor of the services for the last decade. The other NUTSII region
(Ankara) that follows these three regions in terms of the industrial output, however, witnessed a
dramatic increase in the share of its industrial output within its total output from 15 percent in
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1995 to 25 percent in 2010.89 The table below illustrates the share of the main sectors in the
local gross value-added of the individual NUTSII regions.

Figure 21: Share of the Sectors in NUTSII Regions, 2011

Share of the Sectors in NUTSII Regions, 2011
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TR82
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TRC2
TRB2
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TR61

0%

Source: TurkStat,

http://tuikapp.tuik.gov.tr/ulusalhesapapp/bolgeselgskd.zul, accessed on

5.24.2014.

According to the National Strategy of Regional Development 2014-2015, the recent trends in
the manufacturing industries are as follows: 90

1. The number of manufacturing enterprises and the number of employees in
manufacturing enterprises have increased by a factor of 100 and 10 respectively within
the last fifty years.
2. TR4 (Eastern Marmara Region) is the fastest growing region in terms of manufacturing
output.
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3. Western Marmara region has had a growth rate in manufacturing output larger than the
national average within the last decade.
4. The Aegean Region, a major industrial center of the country, has had a growth rate in
manufacturing output close to the national average.
5. Western Anatolia’s share of the number of manufacturing enterprises has not increased
within the total number of enterprises in recent years.
6. Eastern Black Sea, Northeastern Anatolia, and Middle East Anatolia have had
historically lowest figures in terms of the number of manufacturing employees and
enterprises.
7. The Southeast Anatolia have increased the number of its manufacturing enterprises and
employees faster than the national average.
8. Between 1964 and 2001, Istanbul’ share in the total manufacturing output contracted the
fastest, while Aegean Region, East Marmara, Western Anatolia, Middle Anatolia, and
Southeastern Anatolia increased their share. In fact, the regional development of the
manufacturing industries stands as a history of the relative redistribution of the activities
from Istanbul to the rest of the country.
9. A similar relationship obtains for the same period (1964-2001) in terms of the share of
the individual regions in manufacturing employment. In particular, Eastern Marmara and
Middle Anatolia increased their share fastest after 1981.

Organized Industrial Zones

As of November 2013, 270 Organized Industrial Zones (OID) operate in Turkey. These districts
are altogether located on an area of 78,437 hectares. The number of OIZs increased at a
substantial pace between 2003 and 2013: in 2003, there were 70 OIZs, while 200 new OIZs have
been completed since then. The OIZs house 70,641workplaces and 55,750 of them were
allocated to the entrepreneurs. These 55,750 workplaces employ approximately 1.3 million
workers. Seventy percent of the available space was in use as of November 2013. Per the decree
of the cabinet numbered 2012/3305, enterprises are provided additional subsidies provided that
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they operate on an OID. Kayseri and Gaziantep are among the ten provinces with the largest
OIZs in terms of the size of the occupied space.91

In addition to the OIZs, Small Scaled Industrial Estates (SSIEs), Technology Development
Zones (TDZs), and Free Zones host manufacturing enterprises with a number of subsidies such
as tax breaks and cheaper electricity. SSIEs have been operation since 1965 and 448 of them
were operational as of 2012. The SSIEs hosted 93,104 manufacturing workplaces that employed
approximately 466 thousand workers in 2012. The TDZs became operational in 2001 and 37 of
them served manufacturing and technology companies as of July 2013. In total, there were 52
TDZs the same year. Free Zones began their activities in 1985 and there were thirteen of them as
of November 2013. In the Free Zones, 3,221 firms operated in 2013 with a total trade volume of
$23 billion.92

According to the RCOP, the Priority I NUTSII regions as well as the Growth Centers in these
regions have a sufficient number of OIZs and SSIEs that provide the sought-for infrastructure
facilities for the SMEs. However,

The main problem in those regions for on going OIZ and SSIE projects is the completion
of the infrastructure constructions and reaching the optimum occupancy rates of these
zones by attracting the interest of investors and creating new entrepreneurs. Otherwise,
those zones and estates would be idle and the transferred scarce public resources to build
these zones can not be exploited for the fullest.Therefore, the promotion of new
investments and entrepreneurship in the 12 NUTS II Regions and in the 15 Growth
Centres is important to make profitable investments in the OIZs and SSIEs and increase
their occupancy rates.93
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Regional Trends about R&D Expenditures

In recent years, the scope of the various forms of intellectual property has been expanding in
Turkey. The number of patent applications increased from 320 to 3,453 between 2000 and 2012.
In the same period, the number of trademark application rose from 21,156 to 97,311 and the
number of industrial designs from 2,194 to 7,864.

Between 2001 and 2012, the R&D expenditures increased by 907 percent and reached 13 billion
TL. Within the same period, commercial sectors increased their share in the total R&D
expenditure for Turkey from 33.7 percent to 45.1 percent. The following three NUTSII regions
accounted for 69 percent of all R&D expenditures in Turkey as of 2012: Western Anatolia (28.4
percent), Eastern Marmara (20.6 percent), Istanbul (19.9 percent). Eastern Black Sea,
Northeastern Anatolia, and Middle Eastern Anatolia have the lowest share in R&D spending
(1.4, 1.6, ad 2.1 percent respectively).94

With regard to the high-technology sectors, Ankara is the fastest growing city/region, which is
followed by TR33 (Afyonkarahisar, Kütahya, Manisa, and Uşak), Izmir, Istanbul, and TR83
(Samsun, Tokat, Amasya, and Çorum). İzmir, TR41 (Bursa, Eskişehir, and Bilecik), TR42
(Kocaeli, Sakarya, Düzce, Bolu, and Yalova) grow their employment in medium-technology
sectors the fastest.95

Sectors and Regions

Approximately 50 percent of manufacturing facilities and the related jobs are located in
Marmara Region. Istanbul, as a city in Marmara Region, hosted 32.8 percent of the
manufacturing facilities as well as 27.7 of the workforce in this sector in 2001. The respective
figures for 1964 are 43.3 percent and 36.3. In fact, within the last half century, Istanbul lost
some of its primary position in manufacturing industry. This is because of the aforementioned
geographical shift of the industrial facilities to the cities neighboring Istanbul. Unsurprisingly,
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TR42 (Kocaeli, Sakarya, Düzce, Bolu, Yalova), the NUTSII region located in the east of
Istanbul, increased its share in total manufacturing employment from 5.5 percent to 7.6 percent.
The following table illustrates the ranking of the NUTSII regions with the highest and lowest
gross income per employee.96 The measure is used as a proxy for labor productivity.

Table 20: Income per Employee by Region, 2012

Regions with the highest gross income per employee

Regions with the lowest gross income per employee

1.
2.
3.
4.
5.
6.

TR42 (Kocaeli, Sakarya, Düzce, Bolu, Yalova),
TR22 (Balıkesir, Çanakkale),
İzmir,
TR81 (Zonguldak, Karabük, Bartın),
TR63 (Hatay, Karamanmaraş, Osmaniye),
TR62 (Adana, Mersin),
7. TR21 (Tekirdağ, Edirne, Kırklareli)

1.
2.
3.
4.
5.

TRA2 (Ağrı, Kars, Iğdır, Ardahan),
TRA1 (Erzurum, Erzincan, Bayburt),
TRB2 (Van, Muş, Bitlis, Hakkari),
TRB1 (Malatya, Elazığ, Bingöl, Tunceli),
TR82 (Kastamonu, Çankırı, Sinop)

The values for Herfindahl Index illustrate the level of heterogeneity for individual sectors.
Tobacco products lost its value because of the discontinued state operations. Recycling began to
prevail in different provinces thanks to the EU regulations. The most homogeneously distributed
sectors are food and beverage, non-metallic mineral goods, and wooden products (except
furniture).
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Figure 22: Changes in Herfindahl Index by Sector, 2003 and 2009

Source: National Strategy of Regional Development 2014-2018, p. 73.
The values for the index per the NUTSII regions reveal that TR42 is the most diverse industrial
zone of the country having a lower value even than the country average. TRA1, TR90, TRC1,
and TRA2 are the worst performers. However, except for TRA2, the other three regions took
progressive steps during the 2000s. Unlike the regions, in which Denizli and Kayseri are located,
Gaziantep’s NUTSII region (TRC1) has the second highest

97

scores. In other words, TRC1’s

industrial diversity is quite low in comparison to the rest of 24 NUTSII regions. Given
Gaziantep’s industrial diversity, this score illustrates the lack of a well-established industrial
basis of the two other cities in the same NUTSII region, namely Adıyaman and Kilis.
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Figure 23: Changes in Herfindahl Index by Region, 2003 and 2009

Source: National Strategy of Regional Development 2014-2018, p. 74.

SMALL- AND MEDIUM-SIZED ENTERPRISES

The small- and medium-sized enterprises (SMEs) are given a priority in the strategic documents.
The Regional Competitiveness Operational Programme provides the following data for 2002:

In 2002, 25.7 percent of the SMEs (0-250 employees) in Turkey were located in the Priority I regions.
These enterprises employed approximately 1.2 million people, which corresponds to 22.1 percent of the
total employment by the SMEs in Turkey. The 15 Growth Centers hosted 12.5 percent of the SMEs and
11.8 percent of the total employment by the SMEs in Turkey. Food processing, machinery and textile
were the main sectors of operation for the SMEs the same year.98 In 2007,



About 98 % of the enterprises in the manufacturing industry are small scale enterprises
which employ 1-49 workers.



Small and medium sized enterprises constitute 99.6 %,



Medium scale enterprises constitute 1.6 % and
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Large scale enterprises constitute 0.4 % of the manufacturing industry.



76.7 % of total employment and also 26.5 % of total added value are created by SMEs in
the country.



The shares of SMEs in total export are on average 10 %.



SMEs in EU produce 2 times greater added value than Turkey.



According to the Field Study conducted by KOSGEB, which covers 50,000 companies
throughout the country, only 35% of SMEs in Turkey can export99



Seventy-six percent of the SMEs’ export was made to the six following countries in 2007
in the respective order of magnitude: Germany, the United Kingdom, France, Greece, the
Netherlands, and Italy. 23,769 SMEs made exports that year and 18,077 of those
enterprises exported to the above-mentioned six countries.100



The share taken by SMEs in total credit in Turkey is approximately 24 % whereas it
reaches up to 35-40 % in EU.



Accordingly, competition with the European SMEs is rather difficult for Turkish SMEs
with their current capital structure.101

As of 2012, the SMEs accounted for 99.9 percent of all enterprises, 54 percent of the total value added in
the economy, 54 percent of the new investment, 60 percent of the total exports, and 56 percent of the total
production. The SMEs employed 76 percent of the wageworkers.102

The strategic documents emphasize the obstacles for the SMEs in accessing finance. The
collateral requirements, high interest rates, and burdensome bureaucratic procedures to complete
the loan procedures lead to a low level of bank credit utilization rate by the SMEs. Only two
venture capital investment trusts exist in Turkey as of 2014. The utilization of venture capital by
SMEs was 2 percent as of 2007. There is no micro-loan mechanism in Turkey.103 Under these
circumstances, equity capital appears as the major form of investment financing and the use of
more sophisticated financial instruments remains limited.104 As of 2012, the SMEs used 25
percent of the bank loans.105 The following factors limit the SMEs’ access to such financial
instruments:106
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Problems arising from the balance sheet structure and size of the banking sector



Insufficient development of the capital market



SMEs’ organizational structure



Administrative and legal issues

The underdevelopment of the capital markets in Turkey stands as a major reason for the limited
availability of bank credit for the private sector in general and for the SMEs in particular. In the
2000s, private sector loans increased in number by approximately 15 percent and gradually
replaced the government debt securities. However, most of the portfolio users turned out to be
the consumers, rather than private enterprises. The expansive use of credit by the consumers
renders the access to loans more expensive for the SMEs. Thus, the number of loans used by
SMEs increased by 10 percent in the same period.107 One particular reason for the reluctance of
the SMEs to use bank loans is high collaterals that are hundred percent for the small-sized
enterprises and 91 percent for medium-sized enterprises. In response to such problems, Small and
Medium Industry Development Organization (KOSGEB), a government agency that assists the SMEs,
signed a protocol with Vakıfbank (a semi-public bank) in 2003 to finance the support credits for SMEs.
In its first four years of the program, credit worthy of approximately 6.4 billion TL (ca. $3 billion as of
April 2014) was allocated to the SMEs.108

The Turkish Industrial Strategy Document 2011-2014 enlists the following as the primary weaknesses of
the SMEs in Turkey:109



lack of operating capital,



risks caused by dependence on one person (founder/entrepreneur),



insufficient guarantees,



inadequate management skills,



absence of corporate governance,



cultural problems caused by family-owned enterprise structures and
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non-strategic management processes



high cost of SME loans

The Regional Competitiveness Operational Programme emphasizes the following problems with regard
to the economic performance of the SMEs:110

-

The SME share in the 12 NUTS II regions and 15 Growth Centers is low, equally the share of
employment creation by SMEs in these regions is also low,

-

Manufacturing industry enterprises are mostly small and medium sized enterprises. This
structure brings with itself some problems such as lack of institutionalization, low
productivity and difficulties of the plic administration in making long term sectoral policies.

-

Micro scale enterprises which have to operate under free market conditions lack information
regarding the production processes and demand giving rise to the withdrawal of too many
enterprises from the market.

-

Micro-scale enterprises concentrate in low value added sectors where the global competition
intensified rapidly with negative effects on their profitability. From this perspective, low
profitability restricts the firms’ capacity in terms of increasing their business and investment
capital on one hand and hinders long term survival of the enterprises.

-

The productivity, technology level and export capacities of the small scale enterprises are
very low.

-

Total demand is below the internal production capacity in macro level and that competition
becomes destructive due to the fact that total supply is above the total demand in some
specific sectors.

-

Enterprises tend to meet demand which is below the production cost which does not give rise
to additional employment opportunities to micro-scale enterprises.

-

The high level of imported input dependency in most of the sectors prevents the increase of
added value to an expected level.

-

OIZs and SSIEs are the most appropriate areas for investments of SMEs; however, the
occupancy rate of these zones and estates differs according to the development rates of the
regions they belong to.
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-

A more urgent need of enterprises is access to consultancy and support services through
Enterprise Development Centres (IGEMs) and Business Development Centres (ISGEM),
indicators or common usage laboratories and workshops rather than establishment of new
OIZs and SSIEs infrastructures.

-

A more effective cooperation between public and private sector has to be ensured and SMEs
should be trained and guided by experienced personnel. Similarly, it is necessary to develop
the dialog among enterprises, private and public institutions and to provide guidance and
consultancy to the enterprises through public institutions.

-

It is necessary to support enterprises through convenient advisory and training activities from
their establishment to development phase in order to increase their competitiveness.

-

The number of registered patent and utility model in 12 NUTS II Regions are 8 and
199 respectively which corresponds to 6.5% and 12% of the total patent and utility model
registered in Turkey.

-

The number of enterprises having the required certificates for exporting, and to reach
the international standards and quality is very low. It’s known that SMEs have low capacity
in skilled labour force.

-

Only 35% of SMEs in Turkey can export. Deficiency of source and lack of information are
the main barriers for exporting.

The objectives set by the 10th Development Plan for the SMEs are summarized in the table
below:111
Table 21: Projections about SMEs

2006
2012
2013
2018
New Enterprises (Thousand)
53
39
50
75
Share of SMEs in the Total Number of Enterprises
1.7
2.4
3
4
Enterprises Operating in the OIZs
35,000 41,000
45,000
65,000
OIZs Completed
130
153
160
200
Export Volume by SMEs ($Billion)
50
90
100
150
Exporting SMEs (Thousand)
44
50
52
60
Share of SMEs in R&D Expenditure (%)
10
14.9
17
20
Source: TurkStat, Ministry of Science, Industry and Technology, The Union of Chambers and
Commodity Exchanges of Turkey. Projection for 2013 and 2018 by the Tenth Development Plan.
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APPENDIX: CALCULATION OF THE DURATION OF CONVERGENCE

I.

1

The annual rate of change for Turkey: [1 + (𝑛 ∑𝑛𝑖=1
1
𝑛

The annual rate of change for EU27: [1 + ( ∑𝑛𝑖=1

𝑥𝑖+1 −𝑥𝑖
𝑥𝑖

𝑦𝑖+1 −𝑦𝑖
)]
𝑦𝑖

)] = 𝑝

=𝑞

(x: The value for a given year; n: The number of years for the time series)

II.

The value for Turkey for the last year when comparative data is available: t
The value for EU27 for the last year when comparative data is available: z

III.

The duration of convergence for Turkey to the value for EU27 for the last year when
comparative data is available on the basis of the ratio between the values of EU27 and

Turkey in that year: k

𝑘 = log 𝑝

IV.

𝑧
𝑡

The duration of convergence between Turkey and EU27 on the basis of the ratio between
the values of EU27 and Turkey in ast year when comparative data is available: m

𝑧
𝑞𝑡

𝑚 = log 𝑝⁄
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