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Experiences in Fsteblishing "Sub-contracting

Exchnge" in Turkey
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I. General application of subeconiracting in Turkey

Sub-contracting, in bhroad terms, ig 2 weuns applied by
the industry - in «n inorguresad forn - for o long period in
Turkey. Due to its funciieoning without o osoveeified planning
the chance of obtuining fruitiul resudts coull not be cxpected.
Although an excepticn, it ia possible Lo puiatl out succeususful
enterprises in truck and trocvor 2scombly iadusiry thet purchase
wost of thelr porio in oubenssonbicd state foom vhe i 07 worke
shops producing purts under o suwv-coniractiaing plun,

Our experience with the cmnll ucole industry as exists
in Turkey showo us that 1L we leave those workeghops to their
rnormal raote of devolopmert, treir progrece und curvival will be
endangered in a cheor. term. The mo.n roa-on being thelr
incapability to follow up the rather fast techmicul developrent
taking place in the technologicully develored courtries.

Consequently, Lhe chence of receiving oraers from the
glant enterprisec will be decreasing continually. hie tencancy
for large concerns to instal unite that oceo depliestions of the
¢xisting small scale work-~uhops within their own ostablishwaents
ig dJue 0 the above~etateu reanoning, 1.e. technicolly

ndevelopecd omall scele industry.

The worlk-vhops of lesc thzn ten wovlers aad uring less
than 10 HP (wniek constitute were than 20 per cent of the %total
industry in nwusber) cennot provide air ¢ifice equipped Vo ancower
the technical oad corrmereiel auesticns cormuns Lrom tol dorge
indussrial concerns in comuuetion with job given or part o be
manufacturcd, Tn certvain cases, 26 T pointed out zbove, where
sub-contracting plarning functions, the tecraiciang and the
economiste of the sub-convractor help tioe cwidl andusiry enter-
prise to provide the imow-how accessury to manuiaciurce uhe part
requested and Yo celculate the co3t price in orucr L€ give an
offer to the sube-contractor,

The recently developing two heavy inaustry braaches,
nemely the ship-building and the truck, tractor production
industry could be tie initiavcrs of a sub-cintracting exchange
by means of which thc under capacity functaicning small industry
could be organisea to specceialise antt 80 1ind Joos in order %o
survive.

This org.aisation - subecentraciing excnange - would help
in two waye to the industrialisation of Turkoy:

- Firstly oy -ontrolling the mnew investmints planacd to
those 1ieluc that do not exict or arse iunctioning over
capaciivy.

- Secondly, the exicting small industry would automatically
specialise in their vroduction,
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- I believe, by solving these two broblens common to all
under-developed countries, the neced of Toreign exchange necessary
t0 make now investments will be Giminished and the existing
investnents would be re-evaluated and gained to the country.

To better illustrate ny point, the below-named industrial
investments in metalurgical and metal woriting industry have not
been Buccessfully established because specialisation in a Lranch
of production hag not beecn possible in Turkey:

- Die and patiern making,

- Die casting,

«-Different quality pig iron casting,
= Non-ferrous alloy casting,

- Porging and stanping,

= Small parts manufac buring wi th automatic screw machinas,

-

. Existing metal working industry today has either one of
the foll-wing formations:

&) Self-sufficient or self-supporting cnicrprises where
it is possidle to fing same cf the above-sitated
8pecialised functions being done in one concern.

This reduces the productivitvy ot the plant, at the
: : same timc the technicians will be unable to follow up
o the new techniques in all of these branches of
metalurgical and metal workinz industry,

(b) Too small work-shops - usually comprising of .a lathe
end/or & Shaper or g cupula furnace without any
casting technoloygy or a quality centrol apparatus to
completely finish a part according to requested
design anc 8pccification,

IX. Rarly oxperiences in Qrzanising sub-contracting:

= Co-operation of AID/AUSA and the liinistry of Education in
préparation oi a Suo~coniracting project.

As I pointed out before, the small scale industry as exist-~
in Turlkey corpriges of shops having one to five workers and
possessing a wiiverszl machine tool orp two with nmotive force from
5 to 10 1P, The woirliers and the owners of {hece shops in most
c&ses have learned to operate the wachine toolg from their ex-
patrons or chiefs without o teclhmical bacliground, Consequently,

it is impossivle for the pcople of tho Suall industry to manu-
facture mechanical parts according to a technical drawing.
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Although the number of graduates from the State-owned
teohnical schools is increasing steadily, it is a fact that we
have to educate technicians on job in order to compensate the
existing gap for these men in industry. .

Realising this fact the Department of Professional and
Technical Education of the Ninistry of Education, in co-operation
with AID of the United States of America, have prepared & pro-
gramme for the education of small industry owners and workers
entering into tihe above definition of smell scale industry.

Pilot industrial zones have been gslected to find out whai 1is
lacking and the type of cducation to be followed for these semi.
skilled workers., The two cities chosen for the application of
this pilot programme were Kaysori and Gaziantep since middle
range industriel formation exists Lere.

During the summer months of 1963, under the supervision
of an American professional educetion concultent a seminar took
place in Keyseri to which the teaching staff of the professional
techn’ical schools from the cencerned cities were invited.
during tie seminar the exisiing teaching possibilities were com-
parcd a.tl the needs and the lacking aspects of the conceimed
puople and a teaching programmne under these criteiia was
preparec.,

Alco, during the seminai» a group of the ovners of these
shope were invited tc hear a lecture about the functioning of a
sub-contracting exchange. I+ was pointed out that large
industrial enterprises were euger to collaborate with dependable
small shops to give orders for the manufacture of partis or sub-
assemblies in their productions. ‘

To illustratc the working principle oi a sub-contracting
oxchange a demonstration was made with the help of a tractor
production plant and a refrigeratcr manuiactiuring concern. The
part to be mznufactured with its detailed technical drawings
was presented by the teachers of the technical schools to the
emall industry worli-shop owners ari they were requested to mak
the same parts according to the tolerances of the drawings.

Thi: was a very satisfactory cemonstration of the probtlem in two
aspects; as to functioning of the exchange office and to show
the routine t~ be {ollowea in the menufacture of a pars according
to a technical drawing.

As decided curing the seminar, the llinistry of Education
introduced a programme of night courses during the school terns
of 1963/1964 for these semi-skilled workers covering tihe following
subjects:




= technical drawing, ‘
.= quality control,

- marketing,

machine tool operation, :
8implified cost price calculation,

These courscs attracted the interests of the group since
the subjects selecteq suited their exact needs, Grace to the
riority given for financial aid to the successful candidates
Ey the Peoples Banl - a State banli - and orders placed Ly large
enterprises, the number of night course graduates have increased
in great numbers,

, The linistry of Education accepted extra payments to be
- made to the staff of the professional technical schools for
training on job and solving the specific prodblems arising from
the new orders received due to sub-contracting.

Under the above explained education programnie, a series of

booklet~ have been published during the sane year. The names
0f the published series arc:

b

- Cost price calculation, o . A
‘ Marketing,
= Technical drawing, _
-« Lathe operation, '
= How to use carpenters’ hand tcols,
Practical oxygen and arc welding,
« Co-operatives for small scale industrialists,

' Ten thousana copies of each of the above booklets have

been distributed to the pecople concerned and close interest has
been transmitted,

' The application of this pregramme has attracted close
attention of the Ministry of Industry and the State Planning
Office. These 2uthorities have accepted in principle to
encourage and foresee the studies and applications to be made
on the subject in the second Five-Year Plan.

As outlined in the preceding paragraphs, the idea and the
principles of orzaniced fub-contracting has ¥1dely spread and
accepted in industrialist circles and seme forms of incentives
have been originated by the goverument authorities and large
enterprises,
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The AID consultant, bheving great difficully in responding
the questions and requirements of the aub-contractors, oifered
o the Union of Chambers of Commerce, Industry and Commodity
Exchanges, and requested a reorganisation similar to those
functioning in Europc. .

III. Union of Chambers of Commerce, Tndustry and Commodity
Yxchanges efforts in cobablishing & S L-contracting
Txchange in Lwo _pilot (Tombars of commerce and Tnaustry,
nemely RKayseri and LSK1SCLLY

The first step taken by the UNION wes during 1964 when &
French consultant was invited %o Turkey to make an investigation
and & short term research to find out the possibility of forming
an organised sub-contracting exchange office. The expert, after
examining the metal working industry as concentrated i+ Istanbul,
Ankara and Izmir, had foreseen the sctablishment of onc in either
one of these centres of industrialisation of Turkey.

The UNION then decided to train and gpeciulise technicians
end economists by sending them to France to observe the runctioning
of sub-contracting bureaus in the different localities. This
programme was completed by the beginning of 196G,  uring 1966
two consultants from CERTES were Invited bo worl with the UNION
experts to make studies in two cmaller zones where anall indusitry
is located, namely Koyseri and Eslisechir. vigits made to the
typical small industry enterprises made it possible to obscrve the
typz of jobs they were performing. The TFronch consultants after
the meeting held in the local Chanbers of Comaerce and Iandustry,
in which members of the small industry nad a chance to point out
their views about the subject, nanded questionnaires to be filled=-
in by the UNION experts in cowordination with the local Chanber.

These quecstionnaires were further evaluated to determine
whether the megnitude of the small industry in that particular
gzone made it practical and ecconomically feasible to operale &
sub-contracting exchange. Unfortunately, the result was
negative in the sense ftnat sub-contracting in these two cities
would not function since all these small industrial enterprisce
were sut-contractors while large manufacturers that would give
orders were situated in Izmir, Istanbul end Ankara with a minimum
distance of 30U km, away from the two tovms concerned. Cone-
sequently, the orders and production of parts woculd be in one
direction only, i.e. from industrialised zones to these citices,
while the competition of the ancillary part producing small
industry exists.

The selection of these less industrialised zones was due
o the fact that it would be an easy case to start with and
preliminary studies, as explained in Section II of the report,
had taken place in one of these towns, the people of which were
very eager to posscss such a sodern institution that would help
fast development of their town.
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Personel contacts have been wmace betveen adninistrators
of Chanber of Inlustry and the Chaaber of Corvierce oi Istanbul
and the censultants e i0rm a sub-contraciliz excharse harean
within the Chamnbers, fhie was secepted L principle by hoth
parties, It wag then cecided thot experb: Troa the DFINC bLe
invited and a fund to cover the wxpenses o: tlheen ex-opris to
make o rescarch on the zub octl for the final Geecision, An
acceptance rag been recezved 1ron the corcoroed Jeoporimomt of
the ULIIDC that a proicct nogs been feorccern with viae, 0 bean of
two consultonus vl o visitirg Lo UNTOD pocently o Cur Jinoe
lising the formetion of 2 sub.comiracting exebanes o.ficc in
Istaabul,

IV. Centre of Produsiiviiy’'s experiences iR cub-contractirg

Centre of 2roductiviiy has gelceted th2 cities of Burse
and Iznir siace atter exaniaing th: industrial structure of
these cities they have found out that sub-contracting relations
are very poor in these citied.

Prelininary svucies as to the nunher of small industry
work-shops are almosl cormleted. The tro now aulosotive pro.-
Quection plants 111 be sitanted ncar Burasa. Thererore, there
is a grest poseibnilidy bLhot the emzll industrs 5a this city will
be planncl to worl as on oacillary narts nroduction ohon Jor
the autonotive proluction plants. )

Their programae is to study and apply the sane procedure
to Iznir wince the second is & larger tovn: and hae wore Ccopli-
cated indusirial strocture. '

Vie hope to collaberate the studiece nndl the erforts wmade by
the UNTCE with the experiuents of the Centre or Productivity seo
a8 not to duplicate the worl:.









