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CHAPTER 1

INTRODUCTION

The definition of the porblem t0 be analyzed
here is: " A comparative study of Irade Channels in the

Textile Industry of Private and State Sectors",

_ It is a comparative treatment of the trade channelqg
used by private and state sectors in the textile industry.
It embodies the institutions in the trade chahnels and their

practises.

Today one of the major policy decisions facing
any manufacturer is that of determininé the channels of
distribution that he will use in marketing his products.
The Channel of distribution problem has become the heart
of marketing. This policy décisioh has t0 be analyzed from
three different aspects. PFirst, in deciding the channel,
the type and/or kind of outlets must be determined. Second,
the number of outlets are important., Third, the cooperation
to be provided to those outlets and to be received from them

should be stated and specified.
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In consideration of these aspects this papetr is

restricted to the manufactﬁrera mainly{since these are
primary problems of manufacturers., So, as to make a con~
parative study Slimerbank Complex is taken as the manufacturer
in the State sector and five private firms from Istanbul are
and two other private firms ffom Adana area are taken to
represent the manufacturers of the private sector. These
are, "Santral Mensucat", "Akfil", "Bozkurt", "Akin Tekstil",
"Altinyildiz" from Istanbul and "Bossa", "Giiney Sanayiiﬁ

from Adana region.

The topic as to ité nature is limited in some - ’
sense. That is only one section of marketing function is
analyzed., It is further limited in the sense that neither
marketing noi its parts as a notion are clearly understood

by most of the Turkish entrepreneurs.

It is unfair to say that theré is no practice or
a development towards it but it is very new. Therefores
it was hard to get detailed information. Another difficulty
arose from the lack of cooperation'on the part of the person
whom you are interviewing. It is by no means an unfriendli-

ness but just a reluctance to talk about their business.

The paper is limited mainly to Istanbul area.
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But information on few Adana manufacturers is included.With
reapect to product, the paper is concerned about textile
manufacture only. The second c¢chapter gives general informa-
tion on the textile-industry. The shares of the market of
private and public sectors are specified. This chapter
includes the cotton, woolen and silk textile manufacture
development in Turkey &t present. In the third chapter

the institutions in the channels that are the wholesalers
and retailers are examined. In the fourth chapter the
private sector manufacturer's policy of trade channels are
examined. Information on the ssles organization and policy
of the firms are given. The fifth chapter contains the
same informetion as in chapter 4 but about the state sector.
In the sixth chapter & seventh chapters general conclusions

and recommenidations as to the subject are given.

The methodology used throughout the work was
mainly interviewing. 1In addition to it both published or
unpublished material on the textile industry by the Chambers
of Commerce & Industry and certain’company reports, govern-
ment reports were used. Very few of the material was in
English. The interpretation of the Turkish data is made by
me. The copies of questionnaires uzed in interviews are

prepared again by me. .




THESIS

ROBERT COLLEGE GRADUATE SCHOOL :
BEBEK, 1STANBUL PAGE 4

Since there was almost no written material on the trade
channels policies, that information is wholly based on
oral data. This work can be counted as a pioneer work in
its limited sense since there was no other study made in

the same context.
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CHAPTER II

GENERAL OUTLOOK OF THE® TURKISH
TEXTILE INDUGSTRY

Present Capacity and Actual Production

In order to understand the situation of the Turkish
Textile Industry, certain figures as to raw materials and

production will be given in this section.

In our country the private textile plants are gathere#
mostly in Adana, Istanbul and Izmir. Very few of these plants
were established according to scientific productivity require-
ments. According to the international productivity standards
those establishments having lesé than the minimum 30,000 spin-
dles and 800 looms are considered far from being economic.
Considering this fact, all of the private textile plants with
the exception of one were established under the minimum Pro-

ductivity measures.

The reason for this fact is that the Government
during the last fifteen years has been very permissive with
respect to the import of industrial equipment. The entrepre~
neurs, encouraged by this attitude , and already under the
influence of high domestic demand have established such plants

without considering the future conditions. In doing so, they
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have also made use of the easy bank credits.

With the influences of inflationary forces in the ecg
nomy the afore-mentioned establishments have increased in numbeq
to 115 and their capacities h®ve reached to the level which are

shown on the table below: (for cotton textiles)

TABLE I:
THREAD Spindles (number)
Publie Private Total
At Present: 212,888 550, 582 7%3,462
Being set up: - 50,41 9,41
Total: 212,888 8,99 822,884
Production capacity (rons)
At Present: 27,675 7%,572 99,250
Being set up: -— 1 12 @,725
Total: 2?,675 79’300 1 )97
TEXTILE Looms {(number)
At Present: 4,660 11,148 15,808
Being set up: 1,02 - 1,927

Production Capacity (Tons)

At Present: 123,100 390,180 553,280
Being set up: %:445 : - 67,445
Total: 250,545 390,160 620,725

Source: T. 1s Bankasi, Iktisadi Arastirmalar MildUuriigi; Tiur-
kive'de Pamuk Ipligi ve Pramuklu Tokuma Sanayii Hakkin-
da Ravor, 1966, p.5

Coming to the actual production: "The 12% of the
thread manufacture of Turkey is used in manufacture of sewing

thread, in carpet weaving and in tricot knitting and the rest
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88% which amounts to 94,138 tons is used in the cotton textile
industry. If we accept on the averzge of 125 gram/meter

leakage (2.5%) the above figure is almost equal to 734,280,000
meters.“l/

The beginning capacity of the weaving plants is
620,725,000 meters and since there is not an excess theead stod
stock in the market, the difference between the thread manu-
facturing capacity and the weaving capacity is used by the
hand-looms. The figures as to cotion textile manufacture in

our country, excluding those woven by the hand looms, are as

follows:é/
Million meters
1957 496.3
1958 67423
1859 763.3

However these figures are not very reliable because
in certain parts double counting have been made, i.e. one kind
of cloth had been measured both at its raw stage and after it

had been exposed to certain treatments.

There is one thing which is certain, that is the
total capacities of present plants are above the normal demand
for cotton textiles. In order to verify this sentence, the esH

timated figures of Natiomml Income and private consumption can

1/ The Union of Chambers' Report, August 1960, Page 4
2/ The Union of Chambers' Report, August 1960, pp. 5=-6
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be made use of.

The average figure gspent for clothing according to

the American and Buropean norms is 14% and the shzare of the coq
ton textile in this amount is 5.1%. According to this calcu-
lation 1,547 million lira of 32.3 billion TL is spent for cot-

ton textile consumption.

Assuming an average retail price of 3.00 TL for one
meter of cotton textile this sum corresponds to 549 million

meters which is 185 million meters less than the above mentione

R —

production figures of 734 million meters. 1In éﬂbther words,
there is an excess capacity in the private sector about 185

million meters.

The Consumption Situation

If we assume that the population of Turkey is around
31 million at present the cotton textile production per head
is about 21.1 meters and the consumption per head is about 18.3

metere:; so we gee a production excess of 2.8 meters. It is

doubtful whether this productive capacity can fully be utilized
by & reduction in prices. Consumption will not increase in the
same proportion that prices are redubed and moreover certain
difficulties will arise due to its application. In reality,
even those plants which are working in accordance with the pro-

ductivity basis are selling at minimum profit rates. Any reduc{

tion in prices will force those firms which are not productive
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to leave the market. Although these will be forced to leave the

market slowly, their sudden withdrawal may not be desirable. I%

geems that

shifted to

The Raw Mat

the production excess of 2.8 meters per head be

export.

erial Condition

our country
TABLE II

Years

1956
1957
1958
1659
1960
1961
1962
1963
1964

Including all the regions, the cotton production in

is ags follows:

Tong Index (1948-1952=100)

165,000

135,000

180,000

190,000 151.1

192,000 159.5

212,000 161.2

245,000 178

246,000 205.7

326,000 200.6

Source: Konjonktiir, Ocak-Arsglik 1965

The cotton export, on the other hand is as follows:

TABLE ITI

Years Tons

1657 60,629
1858 54,468
1659 97,488
1940 80,039
1%6l 89,709
1¢62 104,754
1663 134,934
1064 151,609

Source: Konjonktiir, Ocak-Aralik 1965

The cotton production being in line with the inter-

national standards, and a premium of 6.20 TL being granted to

the cotton

export have stimulated both the export activities
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and raised the domestic prices. On account of this, the cotton
. required as raw material.is bought at higher prices. The cottod
producer takes advantage of this high sellingprices and prefers
to sell on credit basis in order to furtiher increase the price.
Thus, this increases the prices of manufactured goods because
the manufacturer includes thiés high price in his costs. This

is a point which requires close attention.

In our coﬁntry, every year at the time the new crop
is taken, the gotton prices decrease to the level of world
prices. However, on the one hand there is the raw material re-
quirements of the domestic factories which lead to the with-
drawal of cotton in large amounts from the market, and on.the
other hand there is the cotton export. As a result, the price
of cotton increases and export ceases. This is because the
cotton is no longer in the hands.of the manufacturer but in the
hands of the speculators. Under such cifcumstancea,export is
only possible if measures are taken by the Government, to keep
the prices at the level where the cotton first came into the

market.

In order to maintain a reasonable price level, an
‘intervention by the Government may be thought of. Such an in-
tervention can be undertaken by the Agricultural Sales Coope-
ratives. Although the Government may play a regulatory role
in the case, 1t may also present certain unfavorable effects

a8 experienced in the other fields of etatism, Apart from this,
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another remedy can be thought of. For example, imports of low
quality cotton can be undertaken in order to meet the domestic
demand and thus to avoid the price increases. Such low quality
cotton can be used in the manufacture of cotton-flannel and the
like, which are medium-coarse fabriéé. Hence, an import of low

quality cotton wihll enable the country to export "Akala" cotton

and gain foreign exchasnge due to price differences.

Raw ligterial Prices

The capital structure of the private firms are not
very strong. OSince they are not able to make allocations from
their capital structure for working capital, they have to meet
this need by short-term commercial loans at high interest rates.
3ince the cost of capital can be added =mnto the cost of pro-
duction these enterprises do not pay much attention to cost of
financing which effects the selling prices to a large extent.

As a result the goods are introduced at a high price to the

market.

For this industry, May, June and July are not very
active months from the point of sales. The sales agtivity
starts in August and continues to increase until February but

decreases from the end of March and onward.

In Adana Commodity Exchange, the average price of
"Akala I A" cotton is about 5.47 kurus for cash sales and 6.15

irug for credit sales in April. In May, this monthly aversage
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is 5.45 kurug for cash sales and 6.40 kurug for credit sales.
There are certain transactions where the price is about 4.80

kurug.

In izmir Commddity Exchange, the average selling
price of Akala I A in April is about 6.20 kurug for cash
gales and 6.60 kurug for credit sales. Almost the same ave-
rage prices hold for May too. In June there is always a
slight decrease in prices and this continues until the begin-
ning of July. Sometimes in July the average price may go up
as far as 6.05 kuurg for cash sales and 6.10 kurus for credit

sales.

There is one interesting point, however, the export
price does not vary much althowgh there are slight differences
between the prices in the two Exchanges. Usually the CIF
price in lzmir Exchange is sbout 66¢fkg. and FOB price in
Adana Bxchange is =zbout 58£/kg.

After giving a background informsition on the raw
material situation of the cotton textile industry, it will

be easy to examine the actual textile industry.

The following table shows the numberof textile plants

and the number of spindles and looms in various regions:

TABLE IV

No. of PY¥ants ©No. Of spindles No. of loomjg
Istanbul Region 74 152,464 3,972
Cukurova-Hatay 14 181,176 3,100

ige Region 16 81,154 2,045
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No. og Plants No. of gpindles No. of loomgd

Mid-Anatolia 7 26,660 696
Other Regions 8 13,948 636

Source: T. 1s Bankasi, lktisadi Arastirmadlar Midiurligi, TekgL
til Sanayii Hskkinda Rapor, 1965, p. 4

In the public sector these plants in the textile
branch are gathered under the direction of Siimerbank. Sii-
merbank is a State Economic Enterprise whose capital is whol-

1y owned by the state.

The following table shows the factories manufactur-
ing thread and various textiles which are affiliated with

Stimerbank (1963):

TABLE V
Name of Factory No. of Spindles No. of looms
Kayseri 35,880 1,106
Adana 10,100 322
Malatya 25,200 716
Nazilli 29,2%6 828
izmir 323644 : 864
Denizli 36,584 504
Erzincan 15,080 320
Erezli 24,016 283
o810y 29,160 455
Antalya 21,600 360
Bergama 12,000 144
¥yanise 21,056 2738

*Not wholly owned by Slmerbank '
Source: Tlrkiye'de Pamuk IpliZi ve Pamuklu ‘ensucat Sanayii,
Ticaret ve Sanayi Odslara Birliii, Ankara, 1963, p.44

The following table lists the factories in whose

capital Slmerbank participates:
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TABLE VI

Name of the Factory Share of Siimerbank (%)
Balikesir 19
Aydin 15
Bergama 54
Manisa 65
Antalya 43
iKaraman o8
Jlarag €5
xAdlyaman 92
‘Eskigehir 75
evsehir 75

ot yet'in'operation _
Source: T.C. Malige Bakanligi, Kamu Iktisacéi Tesebbiisle-
rine Ait _Ozel Rapor, Cilt I, 1961, p. 2§§ _

At present in our country, there are 10 factories

in thé Public sector and 104 in the Private sector. The ca-

pacities of each sector is as follows:1l/
Siimerbank and Thread (Tons) Textile (meter)
Participations 26,474 150%589

Private Firms ' 64,0&@ 361,286
TOTAL 90,52 511,885

The following table shows the distribution of the

number of spindles in Turkey in 1963:

1/These figures are of 1964 figures. They have been
obtained during the interviews by the Siimerbank people.
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TABLE VII

No. of No. of Average No.

Spindles Factories  Spindles of spindles %
. l- 5,000 24 52,066 2,170 6.20

5,001-10,000 27 190,968 7,073 - 22378
10,0C€1-15,000 9 G9,428 11,048 11.86
15,001-20,000 5 89,288 17,858 10.64
20,001-25,000 6 129,428 21,571 15.44
25,001-30,000 4 112,116 28,029 13.36
30,001=35,000 3 92,840 30,946 11.08
35,001-40,000 2 72,464 36,232 B8.64

Source: T. Is Bankasi, lktisadi Aragtirmalar MHUdurliiii;
Tiirkiye'de Pamuk igligi ve Pamuklu Dokuma Sanayi
Hakkindsa Rapor, 1966, p.5

The next table shows the distribution of the number

of looms in Turkey by 1963:

TABLE VIII
No. of No. of Average No.
Spincles Pactories Looms of looms %
1- 100 93 2,219 24 11.02
101- 200 19 2,751 145 - 13.656
201- 300 9 2,317 257 11.50
301- 400 10 3,429 343 17.02
401- 500 4 1,845 461 6.16
501~ 500 3 1,688 563 8.3%8
601~ 700 1 819 619 3.08
T01l- 800 l 716 716 %.56
801- @00 3 2,535 845 12.58
901-~1000 1 913 al3 4.54
1001-1100 - - ' - -
1101-1200 1 1,105 1,105 5.48

Source: T. Ig Bankssi, lktisadi Aragtirmalar widirligi,
Tiirkiye'de Famuk Iplizi ve Pamuklu Tokuma Sanayi
Hakkinda Rapor, 1966, p. ©

If the recent statistics of Turkey are examined, it

is possible to observe that there are 3% million sheep: and
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the production of uncleaned wool is around 45-46 thousand
tons/year. The value of this is 222,007,000 TL ( with 1959
production figures) and occupies 10% of the farm sector in
the National Income. More than 90% of the production is

coarse wool. The number of sheep which yield the merino

wool needed for the Kamgarm industry is 450,000. There are
two points to be noticed here:

1) 39-40 thousand tons of coarse wool produced for Streich-
garn industry is consumed in the domestic market. The remain
ning 6-7 thousand tons should be exported under normal condi-
tions.

2) The merinos wool neede for the Kamgarn industry is about
7,500 tons and it is imported. ( F 20,500,000 have been paid

for the import of this amount in 1959.)

The production of wool for the last 12 years both in

our country and in the world is shown in the below two tablesy

TABLE IX
Wool Production in Turkey (Uncleaned)
(Tons)

Years Froduction
1350 30,491
1951 3%,080
1952 35,323
1953 36,916
1954 56,144
1955 36,726
1956 38,508

1957 40,151
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Years Production
1958 41,950
1959 46,445
1960 47,%59
1661 42,000

The World Production (Million Pounds)

Yemrs Turkey World Merino
1934-1938 52 3,788 1,579
1655-1956 a1 4,904 1,900
1956-1957 85 5,102 2,081
1257-1958 B8 5,047 2,042
19581959 92 5,347 2,211
1959~1960 102 5,599 24,328

Source:t T. Ig Bankasi, Iktidadi Aragtirmslar Midiirlizi,
Yapagi Hakkinda “zpor, 1961, pp. 8-9

Turkey comes first among those eountries where the
number of sheep per kilom:uter square is the highest. { 37
sheep/kmz in 1956) However, the yield per sheep is very low
with respect to the other countries due to malnutrition.
Egpecially, after the 8econd World War the yield in some coun-d
tries increased a great deal. Yor example, in Australia,
an increase of 31% has been observed in the number of sheep
and a 57% increase in wool production. These rates for New
Zealand are 40% and 68% and for South Africa 1% and 23% res-
pectively. PFor Turkey these percentages have moved in the re-
verse order. Although the number of sheep increased by 80%

the wool production could only increase by 63%.

In the world wool production there is a 5% increase
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if the two periods of 1958-59 and 1959-60 are considered.
6% of this increase came from the increase in merino wool.
The sources of the increase in the general production are

the increase in Australis and New @Bealand. .

In the recent years, the wool consumption shows a
continous increase. There is a stability in the purchases
of both the private and Siimerbank factories. At present,
there are 5298 looms. 1281 of them are in the factories and
3988 of them are in individual hands. The following table
shows the manufacture of woolen textile from 1950 to 1960:

TABLE X

Woolen Textile Manufacture
Meters (Add 000)

Years Production
1950 ' 6,004
1951 8,842
1952 6,262
1953 5,521
1954 8,021
1955 8,581
1956 T49%4
1957 10,088
1958 ‘ ‘ 12,237
1959 30,000

Source: T. lg Bankasi, Iktisadi Aragtirmalar Midlirligii,
Yapa®i Hekkinda Rapor, 1961, p. 12

524 of the present looms are used in weaving the
rough Streichgarn, 11% in thin Streichgarn and 37% in kamger:
The total capacity of the present looms is 91,000,000 meters
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As can be obgerved from the table the industry is operating
below the capacity. This is especially present in the Kam-

garn industry.

Kamgarn industry is operating at a 3.3% capacity.
On the other hand, Streichgarn is operating nearly at 82%
capacity. Our yearly rough Streichgarn need is around 39
thousand tons since the production is about 45 thousand tons
there is an excess supply of 6-7 thousand tons. This amount

is exported.

Our yearly merino wool production is 400 tons which
is far from meeting the need of the Kamgarn industry which
is 7,500 tons. Therefore, every year merino wool is imported.

The following table shows the amounts imported from 1955 to

1960:
TABLE XI
Years Import (Tons)

1955 2,147%

1956 1,846

1957 : 2,262

1958 34237

1959 7,500

1960 5,528
Source: Odalgr Birligi, Yin Sanax; Hakklnda Rapor, 1961,

pe 5

After 1954, when foreign exchange shortage began
the exact :mount of merino wool could not be imported. Due

to this impossibility a certain kind of rough wool which is
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quite similar to merino wool was started to be used in the
Kamgarn industry. Especially this was the situation in 1957-
58 and had caused the prices to increase very rapidly. This
condition led to the 1959 crisis. In 1959, imports started
again but the producers with a speculatory attitude withheld
their products expecting higher prices. However, the domestic
demand was met by imports and thus the producer was left in

8 bad conditicn.

It is evident that Turkey has to import high quelity
wodl in order to manufacture good quality woolen textiles.
A large portion of the domestic wool production is used in the
manufaédture of blankets, in carpet thread and in the cloth

uged by the armed forces.

On the other hand the import of wool is controlled

gince 1955. The stocks at hand are not enough for the fac-

tories to work at full capacity. Also the import of woolen

textiles and Kamgarn products ~re controlled and limited.

In 1960, merino wool was imported at 91-99 penny/lbs
(1,82-1,98 dollars/1b) Good qualify woolen and the Kamgarn
textiles' retail prices are around 16-17 US Dollar/pound.
These retail prices have no relation to cost of production.

They reflect the market conditions.
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Due to restrictions on wool imports, the market valu
of domestically produced wool gqualities have risen. The
price of domestically produced wool per pound is a triple
of the world prices for wool, i.e. it is 60.- TL/pound.

A lower quality wool is 12.- TL/pound. this is numbered as r
50-56 quality wool. The price of 48-50 quality wool which
makes up 60% of the domestic production is around 14 TL/1b.

In our couniry the only enterprise which produces
synthtic silk is owned by Slimerbank which is named "Simer-

bank Gemlik Sun'i Ipek ve Viskoz Mamulleri Sanayi Milessese-

gi". This factory was established in 1438 in order to satisf
the demand of the time. The factory produced 1 ton of rayon
filament per day. ILater it was observed that the demand

was exceeding supply and thus the capacity of the factory
was doubled in 1949 by adding a complete line of Viscon

machine.

At present , the factory produces 1,5 ton rayon
filament per day, 1,8 ton Viscon-gtaple fiber, 0.7 ton selon

and 1400 kg sulphric carbon per day.

Sulphric carbon is one of the raw materials neceded

for the Gemlik factory therefore the‘factory owns & seperate

plant to produce sulphric carbon. This plant produces 450-
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500 tons of sulphric carbon per day. This amount is adequate
for the need of the Gemlik factory and the surplus is sold

in the market.

Gemlik synthetic silk factory is a small factory.
The machinery and equipment used are very old and they have
been in operation since 1937. The innovations and technicsal
developments in those fields were not adopted by the Gemlik

factory.

The quality of rayon produced does not satisfy the
need of the market. The production is not efficient since
the machinery used requires more workers to be employed which

leads to an increase in costs.

The quantity of rayon produced in Turkey is 0.03%
of the world production and ranks last among the Duropean
countries which produce rayon. The United States ranks first]
Japan second, United Kingdom third in the total rayon and

acetate procduction.

-Since production is very inefficient in Turkey, the
production is not able to satisfy the total demand and the

gap 1s covered by imports.

Those mills which use silk-cocoon are gathered in




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, ISTANBUL PAGE -3

those areas where silk-worms are fed. These areas are in
and around Byrsa. Those cocoons which are produced in other

parts of T,rkey are brought to Bursa.

The plants established around Bursa and Istanbul
to produce natural silk have started using synthtic silk raw
materials since the raw material of natural silk was not

enough to satisfy the demand and was also very expensive.

Since the living standard has increased today, the
demand for gsilk materials has increasedalso. On the other
hand although the present silk production plants cannot
procure the raw materials which will satisfy the demand
have increased in number. As a result, since the import of
machinery and equipment for these plants‘is hard, certsin
machinery and equipment are manufactured domesticslly.
Hence, in Bursa, lstanbul, Gaziantep, Izmir such plants

have been established.

The following table shows the production of silk
textile plants in 1955:
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TABLE XII
Silk Production
No. of No. of Synthetic Natural

City Plants looms silk (Jt.) Silk (ut.)
Bursa 442 - 3860 10,827,854 150,607
Inegsl 8 56 114,951 -———
Istanbul 31 448 997,318 277
Tosya 1 11 12,700 -
Denizli 11 14936 12,800 -——
fzmit 1 17 1,000 -
Aydin 13 1220 - _—
Milés 1 119 - -
Manisa 1l 436 - -—
Kitahya 1 : 4 : - ———
Nardin 1 12 43,200 e
Konya 26 63 ' - -——
Gaziantep 85 2439 - -
Kilis 23 ’ 616 - ——
Uﬁfa . - 205 42,200 -
Diyarbakir -~ = ——= 20,000 -

TOTAL 633 — 12,081,303 ~ 101,428

Source: T. Ticaret Odalari, Sarnayi Odalari ve Ticaret Bor-
salary Birlizi, Tiirkive'de Ipek ve Ipekli Kensucet

Sensyii, 1958, p. 59

The rayon consumption in Turkey has started to in-
crease since 1948. In 1947 the cocoon prices showed consi-
derable increase which could not be attributed to any known
cause. The prices went up to a level which can be stated as
a record. A8 a result of this the difference between natural
gilk prices and rayon prices has incfeased. Thus the situa-

tion led to a depression in silk business and the Bursa fact-

ory stated production of rayon in large scale.

Hence 1948 is the beginning of a new era in rayon
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consumption. Since 1948 the consumption of rayon is increas

ing.

When the table below is examined it is possible to
gee that the silk consumption per head is below the woolen

end cotton textile consumption per head.

TABLE XIII
Textile Consumption per Head  (Xg)

1950 1951 1952 1953 1954 1955

Cotton Textile 2,10 2,40 2,50 8,68 2,77 2,86
Thick Woolen 0,92 1,04 1,07 3,17 1,15 1,02
Thin Woolen 0,17 0,18 0,13 0,28 0,28 0,09
Synthetic Silk 0,06 0,08 0,08 0,10 0,10 0,10

Source: T. Ticaret Odalari, Sanayi Odaelari ve Ticaret Borsa-
lar:y B,rligi, Mirkive'de Ipek ve Ipekli iensucat
Sangyii, 1958, p. 90

In order to protect domestic natural silk produc-
tion and the Gemlik factory, the Government had taken some
precautionary measures. These . measures had certain unfavor-"
able effecte rather than favorable effects which hindered

the development of gilk industry.

In summary we can say thét, there are 20 private

firms engaged in natural silk production in our country.

w0 A AN

SERAIGI BRIVEREEY" 555 0 BOGAZIG) ONIVERSITES] KUTUPHANES|
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These factories are in istanbul, Bursa, B*lecik and Adapazari
In 1955, 104,058 kg. natural silk was produced by these
plants and 445,138 kg. synthetic silk was produced in Gemlik
factory which is wholly owned by the state. The synthetie
8ilk factory is inadequate in producing the raw materisl

for silk industry. Althouch the production of natural silk
is possible the rise in price of cocoon in recent years has
led produces to be expensive and thus the natural silk fab-

rics are no more consumption goods.

It is not possible to make a sound demand projection

in our country for silk. The quantities domestically produce

i

and imported can give only an idea about the consumption.
We can roughly say that those looms which weave silk, the -
stocking plants and the tricot plnats need 5000 ton synthe-
tie silk annually if we say they work 8 hours/day and

300 days/year.
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CHAPTER II1I
INSTITUTIONS IN THE CHANNEL

Nature of the Institutions in the Channel and the
Channel Alternatives

There are two major groups of middlemen operating
in the textile channel of distribution. These are whole-
salers and the retailers. Mostly these middlemen take title
to the goods they handle. So, in general, & statement can
be made as to most of the middlemen operating in this
channel are "merchant middlemen"., Both the wholesalers
and the retailers in the channel can be listed under this

heading .

The wholesalers in the channel have an organized
association by the name of "Wholesalers' Association". At
present, there are about 1006 wholesalers in the market.
This number includes all the wholesalers working in the
different channels of distribution. But only 300 of them
are registered at the Wholesalers' Association. Therefore,
it is hard to get an exact figure for these wholesalers
who are operating in the textile channel of distribution.
It is said that they are about two-hundered.
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Although the aim in establishing the Wholesalers'
Apsociation was to help them in every respect such as
carrying on market researches, giving financial aid,
helping with trangportation and some other similar functionsq
their aim had not been reaslized fully. This is due to the
lack of interest on the wholesalers' part and the lack of
fundes on the Associations' part. However, it is only =a
newly organized association so there is still hope that it
will get better in the coming years.

At present, the Association hag a Market Research
Department. This Department tries to gather information
and related numerical data both about the wholesale market
covering Turkey and also about the Anatolian wholesalers.
S50, whenever a wholesaler wants to do business with an
Anatolian wholesaler, he can consult the Department about
his financial position, his selling territory, promptness
of payment and about some other gimilar things. It is the
only Department which is functioning properly. It seems
that thies function is one of the most important functions
8o, in the coming years it will be better and the Associ-~
ation will give better aid. This is being worked on. 1In
this Department all the information on the wholesalers and

all the records are confidential so anyone doing a research
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can not get exact data from them about the wholesalers.

The wholesalers are also registered at the Chamber
of Commerce. The Chamber of Cogmerce had classified the
wholesalers with respect t¢o their annual sales. There are
four classes. The first class, the second class, the third
class and the fourth one is the one above the first which

is named the "extraordinary class".

The retailers, on the other hand, do not have an
organized association. They are only registered at the
Chamber of Commerce. There are, at the present 19271 re-
tailers operating in the textile market, 242 of them are
in the woolen textile market and the rest in the cotton and
8ilk texfilea markets. The retailers are also classified
by the Chamber with respect to their registered capitals.

Their clagsification is same as the wholesalers'.

The textile market consists of mainly these two
middlemen., There are also manufacturers' agents who act
like a travelling salesman trying to introduce their

textiles to the wholessalers and retailers.

la/ The figures are given by the Industiry Department of

the Chamber of Commerce.
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'These agents are very few in number. These agents even,
sometimes, go to individual customers. This is discuased

in chapter II in more detail.

The textile channel of distribution is the one
which is referred as customary channel for consumers' goods.
The goods follow the route of Producer to Wholesaler to

Retailer to Comsumer.

Now the institutions will be discussed individu-
ally .

Wholesalers

Wholesalers are those institutions who buy from
the manufacturer for the purpose of resale. As in every
channel of distributipn, the wholesaler in the textile
industry, too, is an essential middleman between the

manufacturer and the retailer.

Nowdays the wholesaling function is losing itse
importance with respect to the earlier times. This has two
reasons., First, now the textile plants started to sell
directly to the reteilers and secondly, they have established

their own retail stores. This point can be considered in
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favor of the ultimate coneumers since it will cost less
for the consumer becsuse the cost of wholesaling is elimi-
nated. ILooking it from snother point of view, thus in the
distribution channel of textile industry the retailers are
agsuming more of a responsibility and probably in the near
future will hold more important position than the

wholesalers.

However this is ohly the present tendency in the -
channel and it is important to note the fact that it is not
of a strong trend yet, It can be considered as a beginning
of a new phase in the development process of distribution
channels. Furthermore, it is only a point to ahoﬁ differ-

ence between the past and the present.

Another interesting point which is also in
relation to the above one is that no more the Anatolian
merchant comes to Istanbul to buy goods. It was a tra-
ditional activity that the Anatolian merchant coming to the
big cities which are Adanas, lzmir and Istanbul and dbuying
their needs. These three cities are the market centers
for textile industries. Kow, instead, the Anatolian
merchant places orders to the textile plants themselves.

At the time the market ig open which is at the beginning of
August, thelir demand is directly fulfilled by the manu-

facturer. Only small-scale merchants from Anstolia who




THESIS

ROBERT COLLEGE GRADUATE SCHOOL ;
BEBEK, 1STANBUL PAGE 32

have lesser amount of demand come to the big cities. The
manufacturers fill only those orders which are of sub-
stantial amount., This point will be referred more detailly
in the next chapter where the activities of manufacturers

will be discussed.

" Therefore; it is seen that this also reduces the acti-
vities of the wholesalers. In the past the channel eonsiate&
of more members as the following: Manufacturer __ Largé
Wholesaler (Istanbul) __  Anatolian Wholesaler __ Retailer

Consumer., At present, fof the sales to Anatolia, the
large wholesgaler is almost excluded from the channel.
Even in some cases the Anatolian wholesaler is eliminated
because there are retail establishment of large size which
perform both the wholesaling and the retailing functions.
This is an exceptional case because such a retail outlet
requires large amount of capital but these are specific

cases which exist today.

In general, it is possible to distinguish between
two kinds of wholessalers in the textile distribution
channel. One, are those who only carry on wholesaling
function. That is buying from the manufacturer for the

purpose of resale.
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These further can be subdivided into two and one will de
those carrying on retail function and the other those who

do not. The second type of wholesalers are those who also
do manufacturing. These in the channel are called in
Turkish "&mil"t,

This group, t0o, cen be divided into two. Ome will be
those whose manufacturing & wholesaiing functions are
carried by two different organizations or companies but
owned by the same person or by the same group of people.

The other is that both the manufacturing and the wholesaling
functions are carried by one company., Such a distinction is
necessary to make because the reason of estahlishing two
companies by the same group of people is due to tax
regulation. When the companies' functions are enlarged,
they are included in a higher tax bracket. In order to
evade it the remedy was to establish two seperate companies.
Prom the legal point of view these two companies are perfect-
iy two legal entities but, financially they are not very

different from each other.

1_/ There is not an exact translation for the word. Later

in the chapter their function will be explained and the
word will have a clear meaning.
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Geographical disperéion of the wholesale insti-
tutions show us_that almost all of them are gathered at the
same loecality in Istanbul. This is Sultanhamam. This place
is the market place for the wholesalers of the textile
industry. However, the retail institutions do not show us
the same pattern. They are well dispersed over the city.
Morebver, this pattern dées not hold true when the country
as a whole is considered. Because in the large Anatolian
cities there are not more than two or three wholesalers. In
those citles where there 1is a textile plant, the wholesaler
@oes not have much of function because retailer can directly
buy from the factory. The wholesalers in those areas work
as to sell to the region. They do not have much business
in their own cities. They are sometimes called the

"regional wholasalers“l.

Most of the wholesale institutions are established
as general partnerships. They are usually family companies.
Ronfamily partnerships are rare. ihey are either "The Father
and Sons" or "The Brothers ....". In case of "The Father and
Sons" the largest share of the cepital is owned by the fatherJ
In the other case it depends.

1_/ They are known as the "Sectional Wholesalers" in the

Western countries.
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It does not fdllow a definite pattern, either one partner
has the largest share or they all have equal shares, As it
is known in the general partnership type of companies at
least two partners are required by law to esteblish that

company .

Some of the wholesalers operate in accordance
with supply and demand and some do not. However in most .
~cases BUpply and demand are not in equilibrium. There is
always an excess of supply and a shortage of demand , This
forces the wholesalers to keep their stocks. The textile
market 1s one of those which is quite uncertain and effected
by the economic and political instabilities. Those group
of wholesalers who only carry on wholesaling function watch
nore closely the forces of demand and supply. The demand

is calculated according to the needs of the retailers.

Thoee wholesalers who only carry on the wholesaling
function are sent cztalogs by the textile factories which |
contain samples of cloths that they'manufacture. The
wholesaler send these catalogs to the retailers who have
before asked for certain kind or had orders. Afterwards
the orders are placed by the retailer to the wholesaler and
then to the manufacturer. Apart from this, sometimes the

retailers can have special orders.
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In such cases the wholesaler communicates the order to the
manutacturer and asks for specifications. If both the

retaller and the wholesaler donfirm the specifications the
order is placed.

In cases of where the wholesaler is also a
manufacturer which can be referred as "integrated
wholesalers"l, those cloths manufactured by themselves are
80ld by themselves only. It is better to call those who
have established one company for both the mangtacturing and
for the wholesaling functiona,.an “integrated‘wholesaler"
since the other kind which has two seperate companies
established, act just like a manufacturers' sales branch,
Because an individual customer can come up to these siores

and place orders as well as retailers.

Thege "integrated wholesalers" are usually large-
scale wholesalers and they have no retail sales. Some of
these do not have their own weaving looms but they either
rent or let others who have looms do the fahfic for thenm.

This way the weaving costs less than when they do themselves.

L_/ "integrated wholesalers": it is a phrase which hag been

recommended by me in order to differentiate the two typesp
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Thie is because these people who own looms do not pay either
income or corporations taxes due to being classified as not
professionals. Secondly,rtheir working hours are not
limited. They do not have to work for eight hours per day.
At the same time they work on it themselves, it is a kind

of family business., It is possible to see either the father
or the son weaving. Thirdly, these people charge price per
meter which is inexpensive. Also, there is the fact that

if they charge a high price, they know that they will not
be able to do business any more because the competition

among these small crafismen is fierce.

Low cost is one reason why manufacturers prefer
these individual weavers. Another reason is that during
certain months of the year, the work is dense so they have

to hire additional looms.

In modt cases, these integrated wholesalers go
further and have the finishing for the material done at
some other place. So, it is seen that wholesalers who do
not own a manufacturing plant can also go into manufacturing
business by either hiring loome or having the cloth woven
and have the finishing made at different places. In this
cage they only have the thread made by themgelves.
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These wholesalers have the trouble of not
adjusting the supply and demand. Most of the time the
demand is uncertain and can not be forecasted. If demand
is less than supply the supply has to be adjusted e.g. by
lay-offs in the manufacturing department in order teo
dacreaée costs and production. However, this become to be
& more expensive operation since there is not an
unemployment insurance. The employer has to pay a compen-
sation for the worker who is laid-off. This leads to higher
costs which decreases the compettive and hence the profit
decreases which is not surely wanted by any of them. Also
there is snother problem, & 1laid-off employee is likely to

be a candidate for recruitment by another employer.

In order to remedy this unstable demand and supply
‘conditions the wholesalers pile up stock with respect to
their financial power. If demand is less, they bear the
logs and if the demand is more than expected then they have

goods ready at hand.

Although this action does not seem to be a'very
pcientific attitude it cen be justified as long as no
forecast is possible about the future. However, this should

not migslead the reader that no forecast had been undertaken

by the wholesalers.
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The method used was to project the past patterns. However,
it is hard to find two successive years which show similar
patterns when their sales record is asnalyzed. This is espe-
cially true for the years after 1954-55. Another factor
which had effects on the supply side and made forecasting
hard was the inflationary forces. As a result of inflation
in the country the textile plénts increased in number and
the capacities of the existing ones were expanded. As it
was previously mentioned in Chapter II, the total capacity
of all textile plants in our country is in excess of the
demand. The condition especielly holds true for the
menufacture of cotton fabrics.

The wholesale aaleel are dense between August and
December for the woolen téxtiles and fbr some cotton
textiles such as cotton-flannel, cloth used in tapestry,
¢loth for underwear, poplinfor raincoats and some others.
For the cotton textiles used in summer ¢lothing the sales

are dense between February and June. Of course, the market

for thread opens earlier than for textilee.

Wholesalers do not prefer to be engaged by

contracts to customers or to the retailers.

1_/ There are no statistics to show the trend of sales.
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Only in cases where the retailer demands quite a sube-
stantial amount,of g£00ds they go under such undertakings,

The reason why they do not want to be engaged is that the
retailer in such cases wanta to have his own trademark put

on the goods. This is neither preferred by the manufacturers
nor by the wholesalers. Manufacturers then prefer to have
their own sales branch or office rather than giving the

goods to a retailer. Another point to be noticed here is
that if the retailer breake the engagement then the manu-
facturer has to spend additional effort to make his brand

name known in the market.

Sometimes, the manufacturers who establish sales
branches and the integrated wholesalers make sales to other
wholesalers too. In the case of manufacturers' sales branch
these sales consist of only thread not the textile itaself.
In the case of the latter one, both the textile and the

thread can be s0ld to other wholesalers.

One more point which reqﬁires attention in the
operations of the manufacturers' sales branch and of
integrated wholesalers is that they are now able to enter
government adjudications. These are sales to public
institutions such as to the army. In the past, the govern-
ment used to buy its needs only from Sllmerbank but now
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they open an adjudication and everyone including Siimerbank
can bid a price. It can be said that thus Silmerbank has
lost the advantage'of being a monopolist in thie case which

is of course a credit to the private sector.

When the costs and profite of the wholesalers are
analyzed, it will be seen that very little can be said about
them since expense figures are not available and profit
figures are secret. A very general outlook can be derived

with average figures.

Todéy in the textile wholesale market there are
almost no sales and purchases with down payment. About
904 of the sales and purchases are on credit basie. The
purchases are done by securities of 4-6 monthe of maturity.
Sometimes securities with a maturity date of 8 months are
also transacted. The invoice is prepared on credit basgis.
In case of advance payment a discount is given to the

wholesaler which varies between 6-10%.

The sales to the retailer are also on credit basis,
The maturity varies between 4-6 months but there are
éecurities with 7-10 months of maturities. A discount is

given to the retailer if the payment is done in advance,
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The most important expense item for wholesaler is
transportation. The manufacturer gquotes thé prices excluding
transportation. The responeibility and costs of the
manufacturer end at his factory. The transportation expense
varies between 5-10 krg. per meter and the profit margin i=s
added on it thus the selling price is reached. The profit
margin is about 2-5 4 for goods on credit vasisl.

‘The goods are delivered at the wholesalers' store
to the retailer. The transportation cost is to be borne by

the retailer.

The wholessalers in most cases can be said to act
as the retailers' buying agent. In the first place they
buy in larger lots than a retailer would, this helps the
retailer as a reductions of cost of transportation.
Secondly, since the wholesalers buy different kinds of

textiles, they secure a more quicker delivery to the retailer|

Wholesalers send the catalogs which are sent to
him bj the manufacturer to the retailer so that the orders
are placed by having better access to all kinds of textiles
that the wholesalers handle.

1/ All figures are derived from personal interviews.
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In this respect as well as helping the retailer, the

wholesalers also aid the manufacturers by making their goods
known in the market,

Wholesalers help the retailers by extending credit.
Thie is the only financial aid offered by the wholesalers.

It is obvious that the wholesaler does not give
much aid to the retailer. However, ii{ is widely beleived
by the wholesalers that the competition among themselves is
fierce. Therefore, it seems that one wholesaler with better
service and more aid willf}ikely to draw more customers,
As it is known price is nof the only tool with which you
can pley for competition. For instance, market research

can be undertaken no matter how hard is to get information

and statistical data.

There are few problems in the textile wholesale
market which are common almos to all. First of all the
wholesalers agree that a better commercial control is

required over the manufacturers because although there is

an-excess of supply, the price still goes up every day.
If the supply is in excess of demand, is it not possible

to look for ways to export finished or semifiniged materiale?
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Another problem area is that the wholesalers can
not solve their own problems with the Ministry of Commerce
due to beuracracy and not being well lmown. There are
certain people who act as a kind of middlemsn and they can

solve the problems with Ankara but charge quite a sum of

money.

It seems that the problems can be solved by having
better managerial control over the operations of both the

wholesalers and the manufacturers,

Retallers

Retailers are those institutions in the channel
which sell directly to the ultimate consumers. Retailing

institutions have developed and increased in number and size

after the estadblishment of the Republic. Since there is not
an orgenlized association of retailers in Turkey, it is not
possible to get any statistical data as to the development
of these 1nsfitutions.

In contrary to the wholesalers losing their impore

tance, the retailers sre gaining importance.
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There are two main reasons for their growth and taking over
the wholesaling function. One, Direct sales minimizes the
financial burden on the manufacturer, and therefore, the
manufacturer prefers it. Second, the retailer is able to
obtain the textile at a cheaper price so the retailer prefers

it. Also there is one more reason that is certain large-

scale retail stores place special orders directly tothe
manufacturers. The retailer in such cases uses its own
brand name in selling the fabrie. "Vakko" is an example

of such a retail store. In addition to special orders, this
type of retail stores uaualiy buy directly from the manu-
facturer., However, the number of large scale textile
retailer is few in the market. The majority is classified
as "first-class" retailers whereas the above mentioned type

is an " extraordinary class" retailer.

There is one more factor which neede consideration

in reviewing the importance .of the retailer. That is, the

manufacturers' sales branches are getting numerous. This

also helps the expansion of the textile retail market.

In the retail textile market, yet, there are not
many large-scale retailers, such as department stores,
ochain stores, supermarkets. Therefore, in the textile

market the retailers are individual independent retailers.
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This type can be compared with those of the West called

the "Limited-Line Stores". That is, the limited-line stores
handle only one kind of merchandise. Of course there are
exceptions. For example, "Vakko", "Lion" and "Atalar" are

retailers who are trying to establish the idea of a department

store in the market.

There is one more interesting point to note in
the textile retall market. Some of the retailers today
have a tendency to sell women's and men's ready-to-wear.
This fact is justified by the retailler as adjustment to
the customer demands. But, yet, there is not a developed
ready-to-wear market. However the development in the last

three years is worih mentioningl.

| Geographical dispersion of the textile retail
stores show almost a unformity in Istanbul. Unlike the
wholesale market the reteil stores are not gathered at a
certain locality. But l1ike the wholesale market this

pattern changes when the country as whole is considered.

If the large cities are excluded, there are not specific

1_/ Sales figures are confidential. Therefore, it was
not possible to get figures for ready-to-wears.
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retail stores which are only selling cloth and fabries. A
typical -retail outlet in a esmall Anatolian town sells many
'different goods. This makes hard to find out the exact
number of textile retailers over the country. However, it
is possible to make a census of the textile retailers in
the big cities and & census of those stores which sell a
variety of merchandise and this seems possible only if an

organized retailers' association is established.

The organizatibn type of the retailers is
parfnershipa. They are like the wholesalers' organizations,
family companies. The operation of the retailers is simple.
They place their orders to the wholesalers after going over
the catalogs. For the fabriés which are bousht for every-
day use, like cloth for underwear and pyjemas, no catalog
is required. Apart from this, retailers can place any
special order either to the wholesaler or directly to the

manufacturer.

They make purchases on credit basis. The maturity
time is between 4-6 months. Certain retailers first
negotiate the sales specifications, payment type before

placing any order to a wholesaler. Some retailers are

applying sales on credit basis methods.
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This action is taken in order to reach these customers
with lower purchasing power and secondly, certain co-oper-
atives were established during the last two or three years
which sell inexpensive fabrics and ready-to-wear to their
members. An aexample to such a co-operative is the Military
Consumption Co-operative", These co-operatives make
purchases directly from the manufacturer at discounts and
therefore afford to sell at lower prices. Another reason
why they can afford to mell at lower prices is that they
are financed by the organization with which they are
affiliasted. For instance, the Military Consumption Co-
operative" is financed from the general budget of the army.
S0, the retailers' efforts to sell on credit basis is to
meet the competition. Some retailers still go further

and offer discounts to civil servants and military people.

‘Like the wholesalers the retailers do not want to
be engaged to any wholesaler. This is because in certain
years the sales are not much but no matter what the sales
are they have to purchase the specified amount in the
contract. This they do not want. They prefer to be more

independent.

The retailers take delivery at the wholesalers'

gstores.
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They bear the itransportation expenses. The responeibility

of the wholesaler ends at his store.

The aid to the retailer from the wholesaler is
very limited as mentioned before. They only make payments
on installement basis. The retailers prefer those whole-
salers who show credit easiness and those who buy the

textiles which are favored by the consumers.

This is the general outlook of the institutions
in the distribution channel of the textile industry.
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CHAPTER IV
TRADE CEAXNEL POLICIES OF
PRIVATE SECTOR

In this chapter the Trade Channel policies of
the Turkish privete textile manufacturers will be studied.
The Chapter in general, will consist of four basic sectione,
ﬁamely, first, policy makers and factors playing a role in
policy decisions. Second, selection of tﬁe type of outlets
which includes the extent éf market analysis review of
existing channels and appraisal of the cost and profit-
ability of the channels. Third, deciding on the number of
ocutlets which includes policy decision on either execlusive,
or selective dietribution. TLastly, the coordination and

the control of the channel members.

Ap stated in the first chapter of this paper
the information is based upon the findings of interviews
with several large textile manufacturers. In addition to

oral data several publiéhed materials were utilieed.

The carding factories and the thread manufactur-
ers procure their raw materials either from the producers

or they themselves indulge in raw material production.
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This case is especially true for eotton textile manufactur-
ers. In purchases made directly from raw material pro-
ducers, the manufacturers pay in advance and make a

commitment prior to harvest time.

In cotton thread manufacture, the thread manu-
factured is either partly or wholly used by the same manu~
facturer in weaving or is so0ld to other weaving factories.
If the thread manufactured is a final good, it is trans-
ferred to wholesaler for distribution to the rest of the

channel.

The wholesalers can either buy on cash or on
credit basis from the factories., The sales' specifications
and whether the market is going to be a buyers' or sellers’

market depend upon several factors.

- For wool producers the picture is a little bit
different. The shearing sesson of goats is May. During
the first weeks of May the shearihg starts. Those who do
goat-breeding get edvances as cash or in kind from the |
mohair wholesalers before starting shearing. After shearing
ig finished, since there are no warehouses to store the

mohair the storege is done in the homes of the breeder.
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If he is not involved in any commitment with the wholesaler,
he takes his goods to the nearest market place which is
usually the nesrest town. He receives either cash or

- exchanges for other goods. Thus, the mohair is transferred
from the producer %o the first hand merchant. From him 1t
is transferred to the second-hand merchant who is the
exporter. Sometimes the exporter himself comes to these
market places or sends a member of his firm and can do the
purchasing without using any other middlemen. But the
common practise is that a commission men is the middle man
for the mohair before it passes to the exporter. If the
producer is not sure of himself that he can readily sell
hig goods, than he sends thé mohair to a city commission
man and gete an advance. The producer is paid the balance
after the goodes are sold. In this kind of transactions the
role played by commission man is completely dominated by
demand & supply. When the demand is in excess of supply,
the goods are sold completely and the price rises. When

the demand is low Just the opposife happens.

There are different sales specifications for each

manufacturer. These specifications include a number of

provisions. Among them are: credit sales, cash sales, trade

discounts, packaging, how & where the goods will be delivered,




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, 1STANBUL PAGES3

insurance, transportation fees and some others. All these
provisions vary from one manufacturer to another. In gener-
al credit sales are wide spread and for short term credits
and in case of downpsyment discounts are grahted. 1In
conclusion, it is possible to state that the afore-mentioned

sale provisions change in accordance with the market con-
ditions.

In 19641, in the private textile industry 79,738
poeple weré ernployed. The number of workers was 72,063,
42,226 of these are men (58.6%) and 29,837 are women (41.4%).
From the rest of the personnel 3,336 are either foremen or
supervisors, 368 are technicans i?l are engineers and 3,800

are administrative personnel.

At the beginning of 1964, 85,745 people were
employed in the cotton textlle industry and at the end of
the year the number was decreased to 79,738. Thus the

labor turnover is like the following:

85,745 — 79,738

X 100 = 7.3%
85,745 — 79 |738

1_/ Sanayii Dergisi 1964, tetanbul Sanayi Odasi, 1964
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When the statisties of the Ministry of Industry
are examined, it is seen that in 709 establishments, the
average work day was 304.6 in one year. 50.1% of the 709
establishments work by one shift, 29.9% work in two shifts
and 20% work in three shifts.

The sales organization of & typical private textile

plant is as follows:

General Manager

Sales Menager

! R ]
Salesman Salesmen Salesman Acétg.

Since the private textile factories are not very large and
are of small capacity when compared to those in the public
gsector, their organization is also of small scale.
Usually, there is one sales manager who hasp technical
knowledge as well as ‘being commercially trained. He ie
responsible to the general manager of the enterprise. He
manages the eale of all kinds of gdods. The salesmen who
are responsible directly to the sales manager are always
in the market. They have a close contract with the
wholesalers. Some of the salesmen are technically trained
for sales. In enterprises where the sales organization

chart is as explained, the sales manager also assumes the
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responsibility for advertising and publicity. _

-Naturally there are exceptions to this common type
of organization. As an example to the exceptional cases we
can site the organization of "Santral Mensucat", First of
all this enterprise has seperated the sales and marketing
departments and each department is directly responsible to
8 Vice-President. Under the Vice-President there are the
department managers. The following is the organization of

the Sales Depawtment:
~Vice-Presi§ent, Sales

, . - gles lanager
Salesmen  Industrial Sales Area Managers

fzmir 1istanbul Adana Kaygerﬂ

Accounting T _
Salesmen -—-—-J Accgunting Accounti g[ l

Salesmkn
Salebmen

As can be seen from the sales organization chart
the sales department is solely responsible for only sales.

The following is the organization chart for marketing dept.

Vice~President, Marketing

Marketing ilanager

Production Pevelopment Advertising

|}
Technician Engineer Statistics TCesign
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This department on the other hand is responsibdle

of those functions which help the development of sales, such

as advertising.

The policy mekers in most of the private textile
plants are the genersl manager, and the works manager. The
sales policy of the companies in most cases is set by the
general manager. This fact is attributable to companies
being of small scales and family corporations. Naturally,
the general manager when deciding upon a set of policy
consults the related peraonnél. This personnel being the
Sales manager and the finaﬁcial manager. Often criticisems
and recommendations are welcomed by the general manager.

However, the final decision and the pattern are done by him.

Like in the case of the sales organization there
- are variations from this classical pattern. For example,
in Altiny:ldiz Woolen Textile Plant, the sales policy of
the company is determined by the Works Manager. It is more
or less done in a practical way. There is a commission man
who is directly responsible to the Works Manager and he
explores the market and finds the customers. Their policy
ig designed in this manner because the company manufactures

textiles only upon order by the customers. This also in




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, 1STANBUL PAGE 57

some sense implies a market oriented approach to poliey
meking. Although it is in no way in line with a scientific
market research, it yields an idea about the market. As it
is expressed by them, the company does not carry on any
systematic market research., Another variation from the
typical pattern is seen in the case of Santral Mensucat.
This type of policy determination is very new in textile
business. The people at the Vice-Presidential level in -
Santral Mensucat have formed a "Sales Committee™ whose sole
responsibility is to determipe the sales policy. The chair-
man of the committee is the Sales Manager. The committee
does not have regular meeting times but they meet at the
beginning of every fiscal year and hold meeting during the
year when they feel necessary. The Salesmen of the company
‘and the research department bring the necessary data to the
meeting. Along with the sales policy the price policy is

determined also.

In summary, it is possible to say that the general
thene in policy making is that either the Sales Manager or
the General Manager are the sales policy makers in private
textile indusiry. There are modifications of this model.

A more developed model is the committee form.
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The factors considered in determining the sales
pblicy are the economic factors and the consumer demand.
For this reason some of the private textile plants carry on
formal research., This work can not be considered a market

or a marketing research. It is only an investigation among

wholesalers.

Pew of the'ﬁrivate textile plants have their own
;retail stores. Most of them directly sell to the wholesalers)

If a channel is to be drawn it will be like the
following:

Istanbul Wholesaler

Manufacturer Large Wholesaler

—
~—

Anadolu Wholesaler

This model is again a claesical model. In most cases the
large wholesaler is shipped and the sales are directly done
t0 Anatolian Wholesaler and to Istanbul Wholesaler.
Manufacturers are reluctant to sell directly to retailers.
The reason is that the retailers are many in number and
thus their demands are varied., It is hard to satisfy all
of them. However this does not mean that no sales are made
to retailers. Most of the retail sales are done to those
gtores which also handle ready-to-wears. In such cases

these retailers place special orders with the manufacturers.,
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Generally manufacturers do not do business on orders. But
there are exceptions. For example Altinyildiz Woolen Textile
Plant operates only on the bases of orders. These orders are
taken by the salesmen of the company. Beside this kind of
operation, also industrial sales are wholly based upon orders.
These indusfrial gales include sales to public sector, i.e.

to army, police force and etc.

Although most of the private textile companies do
not have their own retail stores, they have sstablished sales
represantatives, In order to do so, first of all, Turkey
was divided into several regions. TFrequently the division
is as follows: Ege, Gdney Anadolu, Orta Anadolu. In every
region there is one city in which a heaﬁ-office for the
region is located. Usually, in Ege it is Izmir, in South it
i Adsna and in Middle Anatolia it is Kayséri. In these
cities warehouses are located as well as one or two stores
which handle the wholesale saies for the region. There are
travelling salesmen in these regions. The Salesmen travel
through their region once in every month and take orders if
there are any. Beslide a flat salary, these salesmen receive
a commission whiech is a certain percentage of regional sales.
Thegse centers are especially important for displays and

advertising.
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It is hard to convey a message by print-media in Anatolia.
A more effective medium is either the radio or the display

areas in theose retail stores.

Manufacturers keep stocks in these centers. If
the factory is located in Adana as is the case for Bosse

and Giney Sanayii, a center is established in Istanbul.

The classical channel type which is being used by

most of the private textile ménufacturers is as follows:

",Anatolian WS ~Retaller—~LCons

Manufacturer— Lerge Wholesaler _ Istanbul WS.~Retailer—C

But at present this type can be modified as the following:

Manufacturer

Large Wholesaler

o |
Anztolian WS | ‘ Ietanbul Retailer
l Istanbul WS
Consumer Retailer | Consumer
| Rﬁtailer‘
Consumer
Consumer

This channel type iz used for the final goods,
i.e. the processed materiasl. However, the semi-processed

or raw cloth is also offered to the market.
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Such a schema of the cotton thread & cotton textile manu~

facture will be something like the following.

Cotton
(in Bales)

CQtt?n-dressing‘

Carding

Tape

Raking
]

Combined Tape

Thread
Market— ' A
Dyeing ]
Market Cotton Sheeting
Weaving
Cleth S
r
Colored Cloth Raw Cloth
£ 2 Merket
Finishing Bleaching
rket 1
Merk TJpa White
Mercerized Dyeing Clo?h
Market Market
Dy?ing Mercerized
- FiniFhing White Cloth
Market

Cotton Fextile

During this development process at four different stages
either the thread or the Traw cloth is offered to the market.
At those stages since the material is not completed yet,

Market
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the goods are semi-procéssed called industrial goods. These
industrial goods are either bought by the wholesalers of
those or by the manufacturers. Therefore at these points
there is a complete transfer of title of goods. Either the
wholesaler or the manufacturer takes title to the goods

before the process of manufacture is completed.

It has almost become a tradition to use the
afore-mentioned channel types. No significant change was
observed in them for the last 10 or 15 years. Manufacturers
prefer to sell to wholesaleré rather than directly to
retaileras. Therefore; in this context, there is no change
for the wholesalers losing their significance in the channel,
It is only that in older times direct sales to retailers
were almost non-existent. Recently, this kind of sales
increased. Just because of this the wholesaler has & fear

that he will lose his importance.

When the price structure‘used in the channels is
obaerved, it is seen that most of the sales are based on
credit terms. 1In general, the private sector textile sales
is 85% by oredit and the rest by cash, However this situ-
ation may vary according to the market conditione. If the

market condition is not very favorable and if there is a
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shortage of money, payment made in = month is considered as
& cagh sale. But under normasl market conditions downpay-

ments are made in ten days.

The maturity of credits extended by manufacturers
is between 4-8 montha. A 6 month maturity is considered
normal. But recently after 1966 there seems to be shortening
in the periods of maturity . Until January '66 a 4 month
maturity was not observed frequently but after that it has

become to be used more often.

Fach private textile manufacturing concern pre-
pares a salee specification on which the prices, credit
terms and other provisions are explicitly stated. These
gpecifications are fixed by the time the sales policies are
determined. Furthermore, they are at any time subject to
change and modification. Such a specification can be seen
in Appendix I. This sales specification belongs to Bozkurt
Mensucat Sansyii A. §. On the front page, information as
to the central bureaﬁ and a8 to the branch offices are given.
On the second page the factory is giving information ahout
the new branch office opened at Adana and adding to it that
the transportation charges will be borne by the manufacturer

up to the branch office.
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On the 3rd. pp. & price list is given which in-
cludes all kinds of fabrice menufactured by them. Lastly,

on the last page, conditions of sale are listed.

At the same time this specification is listed in

the "Commerce" newspaper it is put into inforcement.

In Appendix II, 2 more of those sales conditions
issued in the "Commerce" paper are given. The complete

translation of the first is below:

Glilney Sanayl Fab. Mamulleri (Adena)
1. Our prices have a 121 days maturity term.
2. If the bill is paid within 35 days, a 7% discount
will be granted.
3. Goods are delivered at the factory. If wanted by
the customer goods will be insured on delivery.

4. At sales made from Istanbul office, the transportatio

[~

charge from Adana to Istenbul will be paid by the customer,
5. Any stamp duties will be borne by the customer.
6. Our prices are guarsnted for 1 month. Our rights
are reserved sbout any change in theese conditions without

notification.
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Most of the time prices are paid before their
due dates or on the maturity dates. The attestation by a
public notary of an unpaid bill of exchange is very rare.
The percantage is about 1%.

A8 can be seen from the sales conditions the
goods are delivered fob factory. The transportation
charges are borne by the wholesalers. But if the purchase
is made from a branch office, than the transportation fee

up to the branch office is borne by the manufacturer.

The price is determined by the market forces. It
has no relation to the costs of production. There are no
differential prices. The pricés applied by the private
textile manufacturers are like monopoly prices, This case
is especially true in the woolen & Silk textile manu-
facture. Very rarely, it is possible to see a differential
price policy in cotton textile manufacture. 1In sales to
Anstolia, differential prices are applied in cotton textilea*
The reason for this is the purchasing power of the Anatolian
*villages. But, here it is worth noticing that the quality
of the cloth sold to the Anatolian villages, is also not
very high . If a factories' lines of production are so
drawn up that it includes large sales to Anatolia, the

tastes of the villager is surely very important.
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Those goods designed to be s0ld over the Anatolian market
are not very much in demend in Istanbul, Ankara, Izmir and
other large cities' markets. Therefore, in a way it is not
e differential price policy which is applied. Just a very
few kinds of textiles are both demanded in Anatolia and in
those large rural areas., In that case there is not a big

price difference.

In Appendix III, which is another issue of
"Commerce" paper, ll private textile factories and five

Stimerbank factoriesl

have pubiishbd their prices. It is
anly possible to observe that only one private firm has
made & discrimination among its goods as "K8y1d Divitin"
(for peasents) whose price ies not very different than those
of the same kind of material. Thereforé, it is possible to
reach the conclusion that the textile prices in the private
sector is more or less like monopoly prices, although there

may be few variances.

There is very limited cooperation among the channel

members from the point of manufactureras. The only aid given

is financial. That is, credit sales are very wide spread.

Y7 S@merbank factories are underlined with red line.
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One: other help which is given is to extend the credit limits
,of wholesalers in case the money market is tight. Some manu-
facturer also give aid as to display equipment to retailers

when trying then goods to get known‘in the market. As an
examﬁle, it is possible to cite the Bossa Factory which
distributed little dolls wearing the new kind of poplin
c¢loth and having a bandage across their chest as " Migs
Bossa". Some manufacturers have published calenders and
distribute them among their customers. Very rarely co-ordi-
nated advertiging is undertaken by the manufacturers and
wholesalers. Théy advertise the goods with the name of
certain whole saler or retailer. This kind of advertising

programs are undertaken by Akfil Textile Factory.

In selecting the types of outlét a very limited
market research is done by the manufacturers. They consider
the information on general market conditions prepared by
the Chember of Commeirce and Business Indicators study done

by the Planning Office.

On principle there is no limit to the number of-
wholesalers with which they will carry on their business.
Normally a factory such as Santral Mensucat works with
800-900 wholesalers. In addition to these they have their

own retail stores.
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The principle lying behind is: the more you work with the
more you will sell. However, since the wholesalers are
registered by an organization, it is possible to get infor-
mation about them. This informetion is mostly about their
financial gituation. Those who are not financially sound
are eliminated. 1In Selling to wholesaler they do not bind
themselves. The agreements are made only for one year,

In addition the manufacturers' rights are reserved about -
whenever he wante to drop a certain wholesaler from the

channel he can 4o so within due course.
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CHAPTER V¥
TRADE CHANNEL POLICIES OF
PUBLIC SECTOR

This chapter wili deeal with the marketing oper-
ations of Silmerbank with special emphasis on the trade
chennel policies. The chapter will cover general infopr-
mation on Slimerbank in the first section. The following

gections will deal with only‘marketing operations.

Slimerbank was founded in 1933 by the law No. 2262
replacing Industrial Credit Bank and State Credit Department.
It is =8 State Economic Enterprise and one of the largest of
those. It owns 23 factories and employs %2 thousand person-
nel. 11 of these factories manufacture woolen textiles,

6 cotton textiles and worsted yarn-Kamgarnm and 1 rayon.
This mekes 18 out of 23 factories dealing with textile
manufacture. Rest of the factories deal with other business

such as cement production, brick mamnufacture , ceramic, etec.

Stimerbank is responsible to undertake the follow-
ing duties:
w— To establish new industrial units besides those which

it took over from the State Industrial Chamber.
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To prepare the required plans & prdjects for the establish-
ments of the new‘units;;/

- To participate in the capital stocks of those establish-
ments which are essential for the development of the country'ls
economy and to give all the available techinical help needed
by these establishments. L

~— To extend credits to industrial enterprises.
= To indulge in banking operations.

- To train all the personnel employed by Siimerbank facto-
ries and give scholarships to the engineers in order to

recruit them after their education is completed.

The initial capital of Siimerbank in 1933 was
TL. 20.000.000 but now it has reached to TL. 500.000.000.

The sales in 1962 was TL. 916.153.0002{ T7% of
these sales figure which amounts to TL. 705.105.441.~ comes
from the textile manufacture section. The textile section
of Stimerbank has the very best means of manufacture but the
efficiency is very low. They can hardly meet the sales and
the Siimerbank's share in the national textile market is

decreasing continously.

1/ In App. IV it is possible to see the factories owned g
.- roperated by SB.
5_/ 1962 Profit and Loses statement of Stmerbank.
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Appendix V includes the general organization chart
of SB. As can be observed, there is a Board of Directors
and the President. The two Vice-Presidents, one being
technical & the other administrative are restricted in
number to two by law. This law applies to all state Eco-
nomic Enterprises. Textile manufacture departments are
under the technical Vice-President., The Purchasing
Department is aleo directly responsible to the Vice-Presi-
dent. However, the Sales Department is under the responsi-

bility of the Administrative Vice-President.

Stimerbank has established the Purchase & Sale
Directory which has the sole authority and responesibility
in purchases of raw materials and all sales. This
Directory is in a way an autonomous body but its autonomy
is no more than the autonomy of Siimerbank. There is always
& requirement of consultation in policy determinations with

the related people in the General Directory.

Appendix VI gives a simplified chart showing the
existing orgenization of Alimsatim, which has evolved over
the years to its preseﬁt state. It is a unique type of
company in that it handles only itwo of the major functions
of a2 business -- purchasing & sales of SB's textile mills.
In reality, some of the textile mills buy raw materials
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through another purchasing group in Istanbul, while other
factorieas sell directly to retail outlets.

As can be observed from the organization chart
(App. VI) of Alimsatim responsibilities are not clearly
within the control of one man. The three assistant directors
share the responsibilities. In reality the sa}es function
of Alimsatim is more important than burchase function but
on the orgenization chart the Salés Department has only tﬁree
regionel directors. it seems that the sales all over Turkey

are administered by these three directors.

In Appendix VII, it is possible to see a proposed
organization chart for Alimsatim prepared by a marketing

consultant group.

The Sales policies are determined by & written
Sales Regulation, This sales Regulatioﬁ indicates the‘
responsibilities & duties of Alimsatim. ' For example in the
third article of thé Regulation the‘sales authority of Alim-

satim is stated as follows:

Article 3 - The Purchase & Sales Directory undertakes
the sale of every kind of thread & textile
(raw, finished, tailored, ready-to-wear)
manufactured by the textile industrial

enterprises upon an agreement made by the
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Purchase & Sales Directory and the sales
of all by-products demanded by the
Purchase & Sales Directoryéd

The Alimsatim has the power to make sales to the
governmental Departments, regional Administrations, State
Economic Enterprises. The miscellanecus needs of these
Enterprises are procured through the retail outlets for
which conditions are set by the Alimsatim. The Alimsatim

has also the power to deal in export business.

As it is obvious from this Regulation & the re-
sponsibilities of Alimsatim, the operations at SB are
centralized., This plays a role in policy determinations
and creates red tape. The authorities delegated to Regional

Directors and Store manageré are very limited.

To sum up it is possible to say that the policies
are established by the Generallnirectory in Ankera. The
factors playing a role in policy determinations are manyfold

some of which are not outspoken but easy to guess.

1_/ Translated from Siimerbank Alim ve Setim Niessesesi ile
Tekstil Sanayii Miesseseleri Satag YOneimeliZi
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Before going into the details of sales made
through Alimsatim it will be wise to have & look at the
duties & résponsibilities of the Sales Menager whose place
is indicated on the Organization chart (App. V). The princi-
pal duty of the Sgles Manager is to fi- the domestic sales
pelicy, export policy and the official sales policy in
compliance with the general aims and policies of SB. He
makes the plané & programs and applies them after they are

approved.,

Also he has to coordinate the Sales promotion
activities related to export sales. In addition he carries

on formal and informal research.

In App. VIII, there ie a complete & formal job
description for the sales manager including his uthorities,
& responsibilities & powers. This also is fized by the
‘General Regulation set for all State Economic Enterprises.
Neturally the sales activities are modified in accordance

with the related company's field of operation.

The sales manager has also the duty of carrying

on the price policy.

After defining the duties and responsibilities

of the Alimsatim and the Sales Manager, the sales
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specifications used by SB in general will be discussed.

For official sales the orders are put on the mills
through Alimsat:m. The payment is done to Alimsatim. For
gsuch ordere an agreement is made which is usuﬁlly written
and signed by both parties. The contents of such an |
agreement would include, the delivery date & place, the
price, __ cash or credit sale & etc. The delivery usually
is either made at Alimsatim's Wharehouses or at a specified

plece.

For séles made accofding to a written agreement
the delivery takes place at the factory. If the goods are
loaded on a truck or like and ﬁhen delivered, the expenses
incurred is either included in the selling price or taken

from the customer upon delivery.

For goods such as raw materials auxiliary materials
gent to Alimsetim, the Alimsatim takes delivery at the State
Railway cars or at the transportation vehicle. Thereafter
the full responsibility of the goods are upon Alimsatim
including insurance expenses and risks. When the raw materi-
als are sent to the Alimsatim, an inventory control man is

sent there for control purposes from Alimsatim.

The Taw materials can only be sent upon the

instructions of Alimsatim.
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If any goods are sent without the directions of Alimsatim,
the transportation expenses and risks are borne by the

producer,and Alimsatim may either accept or reject goods.

The producer prepares four copies of bill of
lading for every shipment. Such a bill of lading includes,
the quality & the kind of the goods, the weight (net&Gross)
of the goods. One copy of the bill of lading with the invoicp
is given to Alimsatim, another copy is sent to the party
“who will make the shipment and another copy is put in the

bales with a "x" mark & sent with the goods.

" Upon delivery of goods to Alimsatim control is
made of the weight, quality of package. If there are any
damages or deficiencies it is payed by the sender or the

producer.

As can be clesrly seen from the above facts the
purchases.for any SB factory are made by Alimsatim. The
purchase organization of Alimsatim is composed of seven
different groups which are formed according to the kinds of
materials to be purchased and a customs & Transportation
Directory and a Laboratory. The purchase by this organiza-
tion are made in compliance with the Articles of the Sales

Regulation.
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The following table gives an idea of the purchases

and the smources of purchases made by Alimsatim in 1964.

TABLE XIV

SOURCES TL. %
Domestic market 25,944,408.24 38,44
Foreign market 20,678,015.42 30,64
Others | 1%,235.42 0,02
Transportation&customs 20,851,918.11 30,90
TOTAL BT, 487,511.19 100,00

R e

Source: Bagbakanlik Yiiksek Denetleme Kurulu p.30 SB Alim
ve Satim Miessesesi 1964 Yili Raporu.

The table below shows the orders of enterprise
compared to the purchases in 1964.

TABLE XV

Estimate Actual

The Enterprise Groups: TL. '
[} 4-, [ B ,3 ;9 9038 ’

Totton Textile Pactories

%

Woolen " : " 7,413,800.~- 10,154,3%19.00 13%6,96
Gemlik, Beykoz 8,351,500, 8,060,071.45 96,51
Hempen Fibre 1,378,000.- 208,847,75 15,15
Cement, Ceramic, Filyos 3,598,500.,~ 4,522,284.05 125,67
General Directory . 169,383%.07
The Istanbul Branch o 125,127.06 L
Participations 9,921,900,- 22,868,575.,10 230,48
TOTAL 59,858,200,~ 67,487,577.19 112,74

Sources: Ibid, p.31
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The purchaaeé made from foreign merkets are
composed ofjdyea, chemical stuff and wool. Any purchase
from the outside market is subject to quota and liberation
list. In sddition to purchases listed above, naturally
some machinery and equipment are also bought from outside.
In 1964, & 8.1 mil. goods were drawn from the customs and
sent to the proper places. ¥ 2.4 mil. of this ¥ 8.1 mil.
belongs to the Purchase QOrganization itself, # 2.5. mil. to
the SB factories and g 2.2 mil. to the General Directory.

The following figﬁres give an idea of distribution
of foreign purchases in 1964,

Merinos Factory 3,385,%81.22
General Directory 2,204,383%.41

Sivas 101,071.62

d Defterdar 17,700.00
Purchase Org. 2,418,1%5,3%6
8,126,671.61

TOTAL

When wool purchases are made from the foreign
market a group of experts from the Ankare Branch of Alim-
sstim supervise the operation. If the purchase is made
from the domestic market either the same experts group
from Ankara supervise the purchase or a group from the

factory performs the job.




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, ISTANBUL PAGE /9

Cotton purchases actually are done by the Adana
branch on behalf of Alimsetim. Alsc Izmir branch can make
purchases. The one thing lacking in raw material purchases
is the control of standardization. Although the gquality is
checked upon, no one cares very much whether the goods are
standardized or not. Thus, this leads to the manufacture

of goods inferior to those produced by private firms.,

Among the woolen textile factories, Merinos
Pactory uses foreign wool but Isparta & Diyarbakir facto-

ries use domestic wool.

Coming to the selling function of Alimsatim, it
is seen that the goods are marketed both by the retail
stores of their own and by the independent private retail
stores. Alimsatim sells the goods through a cost-plus-
pricing policy. The margin added on the cost of production
is determined beforehand by the management Committee of
Alimsatim. These pricing principles are also fixed by the
Seles Regulation. Alimsatim is empowered to make the
necessary price changes when the market conditions require
it. In case a sale is made at a loss, Alimsatim can do it
and £ix a price which mey be 20% below the cost of proe .

duction.
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The factory prices are fixed again on the basis
of cost-plus-pricing. The margin on factory prices is also
determined by Alimsatim. For sales which are to mede at
factory prices, Alimsatim can add a proper margin for

transportation and insurance.

The wholesale prices too are fixed by Alimsatim,
These are found by adding insurance & transportation on
the cost at factory and reached to cost at store. Onto
this & certain wholesaler profit margin is added and
wholesale prices are reached. 1In order to reach the retail
pricés&gllmsatlm adds on a certain retail profit margin on

the wholesale prices.

The principle behind these policies is to reach
at & price level which is acceptable by the market and
reasonable for the consumer. In order to provide this the
market demand and the competitor's prices are taken into
consideration. Witk this principle in mind, first of all,
the wholesale prices are determined & thereafter taking
into consideration the transportation & insurance charges
and the necessary margins; the retail prices and the

factory selling prices are determined.

In general, Alimsatim undertakes th. ;e kinds of

pales; free sales, contract sales and consignment sales.
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The free sales are composed of those sales made at facto-
ries, and at stores. From the astores either wholesale or
retail sales can be masde, The contract sales are among

the related enterprise & Alimsatim. Sometimes it can Ve

t0 mop up the idle capacity at the factories. In such
cases, the buyer places an order of which the characteristig
are specified by the buyer upon a factory which hae idle
capacity. |

The sales of those factories in whose'capital
SB participates by more than 50% are made on consignment

baaia at the Alimsatim retail stores.

Other than these three kinds of sales, there is
also the official sales made to Government regional Adminis<
trations, to State Economic Enterprises and to Charitable
Societies. The pfices for these sales are fixed according
to0 a protocol made between Alimsatim and the Official
Department. It is usually sbmewhere between the factory

& wholessale prices.

Alimsatim may also engage in export sales. The
goods which are to be exported are fixed by the General
Directory. at Ankara.

In fixing export prices, the world market prices

are considered.
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The invoices of such sales are prepared directly by Alim-

satim.

The table below shows the export sales of SBE from 1958

to 1961:

TABLE XVI

Years Meters

1958 Woolens Cottons
1958 42 13,200
1959 ¢ 2,019,270
1960 209 : 13,004,710
1961 7149 | 3,450,740

Source: A survey of Marketing Problems of SB,
Daniel F. Nugent, Jr.

Alimsatim is also empowered to apply certain
measures for wholesales & retall sales. For example for
wholesales, different premium systems, credit sales, payment
convenience, differentlal prices are exercised. TFor retail
sales; installement sales, discounts, premium sales are

exercised.

Alimsatim owns about 200 rétail stores. The
Appendix IX shows the distribution of retail stores & facto-~

ries of SB over Turkey. The retail stores can undertske

béth wholesale & retail sales.
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The table below shows the 1964 sales of SB:
T TABLE XVII

Sales Yalue TL. %
O0fficial Sales 161,071,300,~ 21,5
Sales through Central Office 78,83%2,500.- 10,5
Wholesale from Retail outlets ,5q oey g00.- 34,6
Retail Sales 250,073%,500,~ 33,4
Miscellaneous 253,500,- —

TOTAL ’ 749’292'700." 100.-

Source: ibid p. 19

The sales volume in 1964 was TL. 749,3 million.
fn 1963 it was TL. 723,1 million.

In 1964 The Cotton Textile sales were about
L. 402,4 million. 58% of this sale was wholesale, 24%
wag retail sales, 15% official sales. The woolen textile

sales amounted to TL. 221,6 million.

As cdn be observed fromJthese ratios wholesale.
covers a larger portion of SB sales. However, this is
against the spirit ﬁith which this institution was founded.
The principle set for SB its commercial operations was to
provide high quality goods to the Turkish consumer and

while doing it create a sound competition in favor of
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consumers by inereasing retail sales volume. In general,
this aim was reached but in recent years a tendency is
seen in SB sales which is a trend towards more wholesale.
business. The wholesaling is encouraged by means of
discounts and premium sales. Alimsatim'e sales volumes to
wholesalers in 1961 were TL. 110 million in cotton goods
and 35 million TL. in woolen goods. These yielded far less

profit than the retail sales.

Alimsatim owned 211 retail outlets at the
beginning of 1960 but during the year, 61 of those stores
were closed because they were unprofitable. Today, there

are 156 retail outlets, 54 of which are still unprofitable.

The number of persoﬁnel ig quite many in SB and
it is sfill inecreasing at preaent. In order to cover the
expenses of these, the saleé volume has to increase. It's
generally beleived that closing more retail stores will
inerease the expenses and will more rapidly lead to

liquidation of SB's textile branch.

It will be useful to talk about the character-
i1gtics of retail outlets of SB here. First of all, there
are mofe people who are not directly involved in selling
~at retail stores. This, naturally, causes high'store

expenses. Secondly, the annual sales of a retail store
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are not very high to cover the personnel expenses.

Generally, at a retail store there ares

1) A manager

2) A controller (in 70%)
3) A cashier

4) A packaging-man
'5) A janitor

"A typical retail store around Ankara region has
an annual sales turnover of 0,24-2,45 (wWholesale&retail)
and 2,4-1%,5 retail sales turnover. SB, in wholesale &

retail sales must show a sales turnover of 81/

”

At a typical retail outlet a customer spends
more time waiting for the receipts to be completed than

the actual buying time.

In Anatolian retail stores, the sales show very
high seasonal fluctuations which leads to creation of
excess capacity since the nﬁmber of store personnel stays
the same during slack seasons. During the year & 7 months

time is considered a slack period.

1_/ SB, Marketing Galigmalari tik D8nem Raporu., Milletler-
aras1 Kalkinma Tegkilati, Ankara, Turkey.
Haziran 1963. pp. 16-17
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The retail outlets in large rural areas show
other characteristics. Until August the sales are under
normal but very regular. After August the sales start to

go up and during October & November constitute 11% of the

total sales.

At Alimsatim there is not a scientific market or
marketing research carried on. The ones made can be called
investigations., However, SB people is very much willing to

form a marketing Research Depariment.

Alimsetim does not involve in ready-to-wear
manufacture although mﬁny suggestions were made which would
also help to increaaewsales. -However, Alimsatim management
beleives that previous attempts proved unsuccesful in
Eastern Turkey & most of the consumers will not buy reumdy-
to-wear clothing. On the contrary there is a present
trend toward ready-to-wear industry, especially in Istan-
bul area. A consumer research on this context may disprove
the management's contention. These finished goods may
represent a substantial portion of Alimsatim's sales volume.
Similiar opportunities exist in creating new products like
nylon reincoats or worsteds containing blends of polyesther
fibers which have been found succeesful by some private

textile manufacturing firms.
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In the field of research, each month a large report
‘is issued by the Cotton Department, comsisting of many statisty-
cal tables and review of competitive conditions, which covees

prices & sales conditions through Turkey.

SB carries on adve:tising and display programs. It
is handled partly in Ankara under the Publications group and
partly in Istanbul under the direction of Alimsatim, They
have displays in store interiors and windows. 1In Istanbul
there is a group of five girls and one men ap a supervisor,
whose duty is to create displays and change them on regular
schedule which.is maintained by the Director of Istanbul

region.

Beside domestic sales.promotion activities SB .
carries on export promotion Operations.' Most of the export
business came from Germany, but, regretedly, this was lost
in late 1960 when the Hamburg Office was closed for political
reagsons. Some mail-orders continue and a very few rugs sare
now sold to Germany through a German firm. There is a tenden-
cy for SB & Alimsatim officials to look on foreign trade
primarily as an opportunity to reduce stocks. This approach

is based upon dumping strategy.

Within the recent monthe two trips have been

sponsored by the Turkish Government to different African
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nations in an effort to spread good-will & to examine
trade potential. It is expected that Alimsatim will persue

the initial contacts made by its two represantitives on such

tours.

Alimsatim uses salesmen for sales done to inde-
pendent private retailers or to wholesalers. However, this
salesmen group require some technicél knowledge. These people
&0 around and ask the needs and demands of wholesalers&retéilerr
and the result of their investigation is used in material
designe, color and style. In order to give technical knowledge
tothe salesmen, a training program is devised but the motion
of training is new in Siimerbank & Alimsatim. The training
course includes also retail oclerks. Opinions vary on the
quality of the course or its presentation. Another program is
contemplated which will enable personnel from Alimsatim &
other units to attend local or foreign universities & business

seminars.

There is very little cooperation or almost none with
the channel members. Since Slimerbank gives more emphasis to
its own retail stofes, they somewhat neglect the independent
retailer or wholessler. Unlike the private textile manufactu-
rer, Alamsatim is not in a position to give much financial

aid to the channel members. Very limited discounts is exercisefl,
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If the c¢redit sales are considered a c¢onvenience, they exercisq
it quite excessively. This can be seen when the Balance sheet
is analyzed. If the Customer's Account is looked at, it is
geen that, there is a figure of 123%,329.635.41 (1964)1(

It ie composed of:

A, Official Departments:

Etibank 50,277 =

Emniyet Gn. Md. 210,000.-
Air Porce . 1,457,931.20

Ist. LevEzm AmirliZi - 18,200.-

Army 12,190,411.61

Jeker Sigorta 3,141,885.63%

Others ' 6,163,344.28

) 24'359’919-72

B. Cooperatives & Pension Punds ' 56,464.07
C. Domestic Market Customers 41,964,468.12
D. Foreign " n ' 23%,427.06

66,404,278.97

So, it is seen fhat Accounts Recelvable is quite loaded. The

1_/ Bagbakanlik Yllksek Murakebe Heyeti,Simerbank Alim ve Satim
Miiessesesi 1964 y3ll Raporu, PP 42-43.,
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Article "C" which is the domestic Market Customers is mostly

composed of independent wholesalers & retailers.

In conclusion, if a channel of distribution is to

be drawn for Slimerbank goods it will be something like the

following:
Raw Material Producer
Textile Mills Alimsatim
Purcgase Dept.
Alimsatim :
Indep. Ret. Official Dept. Alimsatim
Retail Qutlets
Indep.Wsaler: Regional AdmL
Retailer Customers
Customers )
Customers

This channel type is generally for finished textiles.
Naturally, at different stages of manufacture, the goods are
offered tothe market like it ia the case in the private textild
manufacture. {Ch. IVi p.62)
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CHAPTER VI

CONCLUSIORN

In this chapter conclusione and the findings of
chapters, II, III, IV and V will be analyzed. It will be
more like in the form of a summary of the chapters. The
findings will be given point by point and any recommen-
dation will be done in the next chapter which will corre-
spond to the fingins listed in this chapter.

As it is understood from the first chapter, the
textile industry is one of fhe largest promising sectors
in Turkey. ZEspecially cotton textile industry, from the
point of capital, number of employed and production volume
is one of the largest lndustries. After the second world
war a sharp development was observed in this sector and
thereafter Turkey ceased to import cotton thread & cotton

textile. Efen export business started.

The table below gives a comparative picture of
both the private & public sectors' cotton and woolen

production: e ey =
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TABLE XVIII
Tons Production

| 1962 1963 1964
Cotton Thread ~ Tons 94,124 95,767 100,076
Public . ' " 28,124 28,835 29,859
Private n 66,000 66,932 70,217

otton Textile Weter ; ) 79
Public L 158,208 164,494 169,011
Private o 375,000 382,993 385,988
Wool Yarn Tons 19,936 20,094 20,415
Public " 3,199 3,094 2,951 .
Private | " 16,737 17,000 17,464
Woolen Textile Meters(000) 23,020 2%,647 23,931
Public o 4,640 4,447 4,446
Private " 18,380 19,200 19,485

Source: THrkiye'de Pamuk Ipliji ve Pamuklu Dokuma Saneayii
Hakkinda Rapor T. I3 Bankasi A. §., June 1966, p.8,

This table gives a clear idea of the shares of public)

. and private sectors in Cotton & Woolen textile industries.

In the textile industry, the private firms are

smaller in scale with respect to public sector firms.

The export business especially in cotton textile
" ghould be fostered. In order to solve the export problem,
the raw material prices should be more stable and should be

more in compliance with the world market prices.
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Both the public and private sector procure their
raw materials either from the producers or from the whole-
salers. Mostly, S8@merbank factories purchase their raw
material from'producers. Their purchase usually is done by
Alim Satim branch offices in certain regions. The private
firms too buy their raw material through their branch
offices or they send a represantative from the head-office

to make the purchase.

In raw material purchases, private firms mske use
of & commission man but this is not so for Stimerbank facto-
ries, Therefore, this part of the channel is somewhat

different for public & private firms.

The orgenization of sales departments for private
& public firms are completely different., SHmerbank has
established an autohomous body - Alim Satim - for purchases
& sales. However, in private firms the sales are conducted
either by a department or by a sales manager. There are
cases in the private sector where a marketing department is

also organized,

Boih the private firms and Stmerbank have divided
furkey into certain regions where they have a branch office.

Most of the private firms have offices in Izmir, Adana and
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Kayseri whereas SB has only Istanbul, lzmir & Ankara offices.

Pew of the private firms work on only special
orderg buy Stmerbank menufactures textile on order basis

only for contract sales made to Official Departments.

Privete Firms use wholesaler and retailer in order
to offer their goods to the consumer. Few of them have their
own retail outlets. However SB with its retail stores can
sell at lower prices to the consumer. They do not need to
use a wholesaler or a retailer because their retail outlets
are very widespread. Therefore, at this point too, the
channels of distribution the two sectors are completely

different.

Private Firms prepare their own sales specifi-
cations whereas SUmerbank's sales specification is fixed

by a Sales Regulation.

The price policies of both sectors are also
different from each other. The private sector firms de-
termine their prices by taking into account market forces.
SB price policy is cost-plus-pricing where a certain margin
is added onto the cost of production. Stmerbank can sell
at & lose & permitted to do so by the Sales Regulation but
private firms very seldomly sell at & loss.
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Both the private firms and Stimerbank factories do
export business. But the valume of export sales in private

sector is not very large and the volume St#merbank export

sales hae recently decreased.

Slimerbank undertakes more sales to Offical De-
partments, to Regional Administrations. The private firms

only enter adjudications.,

Credit sales are very wide spread both in the

private and public sectors.

Few of the rpivate firms carry on formal resesarch.
The rest & Silimerbank carry on some informal investigations

by means of their salesmen.

Private firms put more emphasis on advertising

and sales promotion than Stimerbank. The sales promotion

activities carried by Siimerbank are very limited indeed.

Both the private firms and Siimerbank pay little

attention to training the sales personnel.

Stimerbank being a state economic enterprise is
less efficient and has more red tape than the private sector
firms. It must be added that Siimerbank is a very large
concern and it is not very pioper to make a comparison of

its operations with the private sector firms which are
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smaller in sigze & employ less people.

In conclusion, it is possible to say that although
Sllmerbenk has & better mesans of reaching the consumer, it
is not selling as much as the private firms. It is not as

profitable as the private firms. The thing lacking is the

_efficiency on the part of Siimerbank. Although the SB have

the retail outlets, they have become a nuisance due to being

very costly. The store expenses are high becuase overhead

expenses are high.

Wholesalers in the trade channels have an associ-
ation which has the aim of carrying on market researchesg

giving financial aid, helping with transportation, & etc.

The retallers on the other hénd do not have an

organized association.

Wholesgalers can also indulge in manufacturing

business. Then they would be named "Amil",

Although the wholesalers fear that they are losing
their importance in the channel, it is not true. Because
manufacturers still prefer to do business with wholesalers

rather than directly with retailers.
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It seems private sector has more business with
the institutione in the channel since they unlike Stimerbank
do not have their own retail outlets. This does not mean
that the volume of business done by Siimerbank is an amount
to be neglected. As stated in the fifth chapter, in recent
years there is.a tendency on the part of Sllmerbank to do

more wholesaling.
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! factories have to be established at the optimum capacity.

CEAPTER VII
RECOMMENDATIONS

In this chapter various recommendations with re-

spect to the subject will be given.

1. In order for the textile industry to be more productive,

Those which are under the optimum should be tried to be
brought up to the optimum. Along with this, the workers'
productivity must be increased and the cost of production
must be lowered. However, the lowering of costs of pro-
duction should in no way lead to lowering of quality.
Raising the quality is required for increasing the export
possibilities.

5. In order to increase the vocational skills and abilities
of the workers, thus increasing labor productivity either
permenant or temporary training programs should be establis-

ed.

3, The Wholesalers' Association must be reorganized so that

it can extend more help to all wholesalers.

4. Wholesalers of different jndustries must be grouped
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together in the Association so that the specific problems

pertaining to each group can be specified.

5. A better registration system at the Wholesalers' Associ-

ation is required.

6. The Markeit Research Department of the Wholesalers' As-

sociation must be revised so that it can carry on scientifie

e

market & consumer surveys.

7. Retailers, too, may set up an organized form of associ-

ation among themselves.

8. The individual private firms must look for new channels
in introducing a new product. That is a channel study has

to be under taken as well as markel surveys.

9. The private firms must give more aid to wholesalers such
as coordinated advertisements, helping with store displays,

financial aid.

10. There seems to be in the Stimerbank complex a shortage of
marketing experts. Therefore,a marketing director should
be recruited & placed either as an independent menager or

can be tied to the sales department.

11. In the retail stores, more emphasis should be placed on
the ready-to-wear. Hence the overhead will be dicreased to

gome extent which will help the stores to be more profitable.
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12.

13.

14.

15-

AER—
[t S

Since the distribution channels are not very efficient for
Stimerbenk, theshare of Simerbank in the textile industry

is decreasing. Therefore, SB should give more emphasis on

retail trade.

Since the unprofitability of the some SB retail stores is
due to too much personnel employed in these stores, the

number of extra store personnel should be reduced.

Stimerbank should undertake a more vigorous attitude
towards advertising which in tum will push the goods

into market in a faster way.

Last, but not least, a more dynamic approach is imperative
for increased profits & better sales results. The public
should be given foremost attention in an effort to measure

their wants, reactions & demands.
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3,051
Madde 22-

Unvanl @ Satig Mudiiri

TEMEL GUREVI:

Tegekkiilin genel gaye ve politikasina uygun olarak, ig piyasa
gatiglari, ihracat ve resmi satiglar konularinda takip edilecek po -
litikayi tesbit eder; Pl&n ve programlar yapar; Onaylanan politika,
plén ve programi uygular. | |

ihracatla ilgili biitlin faaliyetleri etkili bir gekilde ydnetir,
tegekkiil mamlllerini dig piyasalarda tanitmak ve siirlminil saglamak

igin biitlin tedbirleri alir.

Resni satiglarla ilgili faaliyetleri satls organi milesseselsr
adina yonetir.

Ibracat ve resmi satiglarla ilgili etiidler meyaninda, ilgili mii~
diirliiklerle de igbirliZi yaparak Slmerbank'in igtigal konularina giren
- Sanayi kollari igin ekonomik etild ve aragtirmalar yapar.

KURULUs I¢INDEKI YERI

Direktif alacagl makam + Tlrirliukieki Org. Semasinda gbsteril -
migtir, |
Direktif verecefi personel t Midiir Yardimcilar:
Pamuklu Satig Jefi
Yiinll Satig $§fi
Diger MamQiller Satig Jefdi
Sergiler Jefi
Resmi Satiglar Jefil
‘thracat Sefi
tstatistik Gefi
Biiro Bag Mawmuru

i3 MUNASEBETLERI

Rekl&m ve Propaganda kurulunun asli lyesidir.

Tegakkﬁl manillerinin drs piyasalara siirim ve satigl konularin-
da Milletlerarasl Ticaret Odalari BirliZi ve benzeri tegekkiiller ve
firmalarla, resmi daire ve tegekkiillere yapilan satiglarin Tegekkiilin

iyi hizmet gayelerine uygunlugu bakimindan, Resmi Daireler ve diger

of s



3.052
Deviet Tegekkiilleri temsilcileri ile, fiat politikasinin tegekkiil

gayelerine uygunlugunu saglamak ig¢in ilgili miiessese fabrika ve gu-
be miidiirleri ile, ig programlarinin hazirlanmasi safhasinda ilgili
iinitelerle, miigteri gikfyet ve dileklerinin halli koﬁular1nda ilgi-
1i gubelerle, saiicl miisssese ve imaldt initeleri, Satig Jubesi biit-
gesinin tanzimi ve uygulanmasi konularinda Gensl Muhasebe Miidiirt ile,
personel temini ve efitimi konularinda perscnel ve eZitim wmildiirleri
ile mikl bir igbirligi ktfirar.

GOREV_VE SORUMLULUKLARI

1. Bu yonetmeligin 3.cii maddesinde aglklanmlg bulunan "Amir Mevkiinde
Bulunanlarin Genel Gorev ve Sorumluluklari®™ hususlarini uygulamsk.

2. Tegekkiiliin genel gaye ve politikasi cergevesinde kendi bdliimiiniin
politika, plén, program ve kKadrolarini teklif etmek, onaylanan po-

litika, pl&n, program ve kadroyu uygulamak.

3. Kontrolil altindaki faaliyet alanlarinin ig verimini arttiracak ge-
kilde birbirleri ile ve diger ilgili faaliyet alanlari ile olan
iligkilerini koordine ve kontrol etmek.

4. Resmi satiglar ve ihracat bakimindan yépmlg oldugu piyasa etiidle -
rine dayanarak imalftin miktar ve kalitesine ve sitok durumuna yon
vermek lizere bu konuda ilgili iiniteler nezdinde tegebbiiste bulun -
mak, .

5. Ihracet ve resmi satiglarda miigterilar itibari ile satig kayirtla -
r1 tutmak sureti ile, milgteri sipariglerini takip etmek, zamanin -
da ve gartlara uygun olarak yerine getirilmesi igin gerekli tedbir-
leri almak.

6o ManGller itibar: ile satig faaliyetlerini takip etmek ve gelecek
devrelerdeki imalft faaliyetlerine 1gik tutacak istatistiki bilgi-
leri hazir bulundurmak.

7. Ihracat ve resmi daireler mﬁgtorilﬁrindcn fabrikalarin kapasitele—
rine uygun siparigler temin etmek, piigterilerle tegekkill arasinda-
ki satig iligkilerini diizenlemek, sipariglerin gzamanlnda yerine ge-

tirilmesi igin gerekli tedbirleri almak.

of
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3.053

Mamllleri tanitmak ve reklim ve propagandasini yapmak maksadlyla
yurt igi ve yurt digi fuar ve sergilere katilmak.

¢ ve dig piyasa fiat hareketlerini satly organi milesseselerle
de ig birligi yapmak suretiyle izlemek, #ild ve analiz ettirmek,
Tegekkiilin mamQl fiatlari ile mukayesesini yapmak ve alinacak
sonuglara 36ro teklif ve tavsiyelerde bulunmak,

Rakip firmalarin kalite standardlarini, fiat politikalarini, si -
rim ve satig stratejilerini tesbit etmek ve tegekkiil bakimlndan
alinacak tedbirleri teklif etmek.

Kredili satig imk&nlarini etiid etmek ve bu hususun uygulanmasi
igin teklif ve tavsiyelerde bulunmak,

Hareket gtrmiyen mamQl stéklarlnln elden gikarilmasi igin gerek -

1i etlid ve aragtirmalarl yapmak ve resml daire ve tegekkiillerle

.daig piyasalar nezdinde gerekli tegebbilislerde bulunmak.

Kendi gubesine ait faaliyetlerin verimli bir gekilde yirdtilme -
sini safliyacak plah, program Ve kadro tekliflofini hazirlamak,
Genel Miidiirliie sunmak ve tasdikini miteakip uygulamak.,
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Sdrnerbarkvr Yurda Dagdist

J Stdirnerbarik fabrikalart

Sdimerbarnkim (slettigl Sirket
Jabrikalart i 2

() Genel Midintik ve Ankara subesi
Barka Subeleri ) Ana Magazalar.
Satts Magazalart

Kindura ve Saraciye Magazalart

o Perselers ve Halt Magazalart |
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