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ABSTRACT

INDUSTRIAL FIRM RELOCATION:
THE CASE OF GEBZE ORGANIZED INDUSTRIAL ZONE

Barin, Elcin
M.S., Department of Regional Planning
Supervisor: Prof. Dr. Ali TUREL

September 2009, 207 pages

It is an indisputable fact that cities have experienced a process of economic and spatial
restructuring accompanied by the globalization of economy throughout the world since the
1980s. In line with this process, industrial sector has also witnessed economic and social
restructuring process. Research in regional planning marks this process as a consequence
of emerging industrial dynamics such as new technologies, new markets, and lower labor
costs under new spatial divisions of labor. Such industrial dynamics brought spatial
restructuring as well. Therefore, industrial firms are willing to relocate production
activities to the new areas where they maintain the spatial margins of profitability. In this
respect, today, one of the main discussion arenas of industrial geography is to explain the

reasons of the industrial relocation.

Within this context, this thesis focuses on the main push and pull factors that underlie the
relocation process of industrial activities towards outside of Istanbul as well as beyond the
provincial boundaries. In order to show this, a case study was conducted in Gebze
Organized Industrial Zone (GOIZ) because 1/100.000 scale Environmental Management

Plan of Istanbul has determined GOIZ as the potential area where the firms can relocate.
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The case study covered 37 firms which constitute the total number of firms relocated from
Istanbul. Results of the thesis show that traditional location factors such as transport, site
and premises are the most important factors that motivate firms to relocate from Istanbul
to the GOIZ. However, contemporary factors are not much explanatory in case of the

GOIZ.

Keywords: Firm Industrial Relocation, Push and Pull Relocation Factors, Gebze

Organized Industrial Zone.
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SANAYININ YENIDEN YER SECIiMi:
GEBZE ORGANIZE SANAYi BOLGESiI ORNEGI

Barin, Elcin
Yiiksek Lisans, Bolge Planlama Boliimii

Tez Yoneticisi: Prof. Dr. Ali TUREL

Eyliil 2009, 207 sayfa

1980°1i yillardan beri diinyanin heryerinde ekonomik aktivitelerin kiiresellesmesi ile
birlikte kentlerin ekonomik ve mekansal bir yeniden yapilandirma siireci igerisinde
olduklar tartisilmaz bir gergektir. Bununla birlikte, sanayi sektorii de ekonomik ve sosyal
bir yeniden yapilandirma siireci icerisine girmistir. Bolge planlama literatiirii kapsaminda
yapilan calismalar sanayideki bu yeniden yapilandirma siirecini yeni teknolojiler, yeni
pazarlar ve diisik maliyete dayanan yeni mekansal is boliimii gibi dinamiklere
dayandirmaktadir. Bu dinamikler sanayi sektorii icin mekansal bir yeniden yapilandirmayi
da beraberinde getirmektedir. Bu nedenle, sanayiye dayali aktivitelerin kent disina ¢ikma
egiliminde bulunduklart iddia edilebilir. Bu durum, bugiin sanayi cografyasinin temel
tartisma alanlarindan birisini  olusturmakta ve sanayinin yeniden yer se¢iminin
tanimlanmasina ve bu yer secimin nedenlerini acgiklamaya yonelik pek cok calisma

yapilmaktadir.

Bu kapsamda, tez Istanbul disina ¢ikan sanayiler iizerinde yogunlasacak ve bu sanayilerin
disar1 ¢ikma egilimlerinin altindaki itici ve ¢ekici nedenleri anlamaya ¢alisacaktir. Calisma
alan1 olarak Gebze Organize Sanayi Bolgesine (GOSB) odaklanilacaktir. GOSB’un

secilmesinin arkasindaki temel neden bu bolgenin Istanbul 1/100.000 &lgekli Cevre
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Diizeni Planinda sanayinin potansiyel gelisim alani ve Istanbul’da bulunan firmalarin

faaliyetlerini tagiyabilecekleri bir alan olarak belirlenmesidir.

Bu cercevede, saha arastirmasi Istanbul’dan GOSB’a taginan 37' firmay1 kapsamaktadir.
Bu kapsamda yapilan calismanin sonucunda goriilmektedir ki ulasim, arazi ve bina gibi
geleneksel yer segim faktorleri firmalarin Istanbul’dan GOSB’a taginmalarinda etkin olan
en onemli nedenlerdir. Ancak, ¢agdas yer se¢im kuramlarinin GOSB 6rnegi baglaminda

fazla bir agiklayiciliga sahip olmadigi goriilmektedir.

Anahtar kelimeler: Sanayinin Yeniden Yer Secimi, Itici ve Cekici Yeniden Yer Segim

Faktorleri, Gebze Organize Sanayi Bolgesi

! Bu firma sayis Istanbul’dan GOSB’a taginan biitiin firmalari kapsamaktadur.
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CHAPTERII

INTRODUCTION

This chapter intends to summarize the main points of the research. To this end, the gist of
thesis is formulated by clarifying the aim, research questions, hypotheses and
methodology. Firstly, the aim of the study and research questions will be noted.
Afterwards, the framework of the methodology will be explained. Lastly in order to
provide a brief informative basis for the chapters, the contents of the thesis will be

specified.

1.1 AIM OF THE STUDY AND RESEARCH QUESTIONS

In this study, it is aimed to reveal the industrial firm relocation in the case of Gebze

Organized Industrial Zone (GOIZ) with respect to push and pull reasons to relocate.

In that sense, it is worth clarifying the concept of firm relocation. Firm relocation is
known as a particular form of locational adjustment that implies a spatial reallocation of
economic activities (Pellenbarg et al.2002 cited in Mariotti, 2005, p.14). Although the
concept is not new and has been elaborated from the 1940s, there has been an increasing
emphasis on firm relocation from the mid-1980s onwards. This situation is clearly linked
to the restructuring process of industrial sector that is triggered by the penetration of global
economy into the economy of cities. The restructuring process provides key dynamics for
the transformation and development of industrial structures. In fact, restructuring can be
conceptualized by product and/or process innovations including the creation of new
products, technological improvements and relocation of industry. Among them, relocation

of industry is a crucial aspect of restructuring. Within this context, this study focuses on
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the relocation of industrial activities from Istanbul towards the GOIZ. The case study is
not selected arbitrarily. Istanbul, the economic heart of Turkey, is prone to be affected
from changes that have occurred in economic and political system throughout the world
from the 1980s. In this context, the sectoral composition of the city has gone through
changes that imply a significant increase in the service sector while industrial sector has a
decreasing trend in terms of employment. In line with this trend, planning authorities of
Istanbul put a high emphasis on promoting of service sector that is known as having more
competitive power than the industrial sector in the world market. Therefore, the idea of
substituting the industrial sector with the service sector has increasingly gained prevalence
in Istanbul. Within this context, GOIZ has risen as a region where firms from the inner

parts of Istanbul are desired to relocate. That is why GOIZ is selected as the case study.

The thesis aims at providing an answer to the following three research questions:

e  What are the characteristics of the firms that are relocated in the GOIZ?

¢ Which pull and push factors have led the firms, once located in the inner city of
Istanbul, to relocate in the GOIZ?

e How do the characteristics of the firms contribute to the reasons that push the firms

from their previous locations and pull the firms to Gebze Organized Industrial District?

Questions will be addressed by testing research hypothesis, whose basis is briefly

described below:

Hypothesis 1: Firm’s mobility is expected to decrease with the size of the firm.

Hypothesis 2: Firms that have certain networks with international markets are expected

to be more mobile.

Hypothesis 3: Although ‘contemporary’ factors (i.e. internal, institutional and external
etc.) which have become important by the 1980s seem to have played a more important
role in firm relocation, traditional location oriented relocation factors are expected to be

significantly important determinants in firm relocation.

Hypothesis 4: The reasons that push the relocated firms in GOIZ from the previous
locations and pull the firms to Gebze Organized Industrial Zone are expected to

differentiate according to the firm size, sector and previous locations.
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With the help of these hypotheses, industrial firm relocation from Istanbul to the GOIZ

will be examined in detail.

1.2 METHOD OF THE STUDY

The methodology is designed to explain industrial firm relocation in terms of previously
mentioned research questions and hypotheses. In this context, the first step of this
research is to discuss different approaches on firm relocation in order to properly
formulate a theoretical basis. Thus, the first two chapters constitute an informative
background for industrial firm relocation. Then, a set of hypotheses are put considering

different approaches in firm industrial relocation literature as well as the local context.

At the final stage, compatibility of hypotheses with GOIZ case is tested through research

design scheme demonstrated in Table 1.1.

Table 1.1 Research Design

Research O i Hyp otk Research Approaches Variables Data Gathering/Methods | Data Analysis|
_ I Type of relocation
H1: Firm's maobility is g}fpected Establiehment Vear-
to decrease with the size of the Rel "
What ate the characteristics (firm EICahEmipEnD) D "
of the firm that are refocated Desctriptive Sector Cluestionnaire BECTIPLIE
in GOIZ? H2: Firms that have certain Lahor Statistics
networks with international
markets are expected ta be IMarket characteristics
more mobile Site
H3: Although ‘conternporary’
factors (i e internal, institutional
d external et hich h
Which pull and push factors Zn paeiaetichlbae
ecome important by 19805
have Jed the fims, once seem to have played more Descriptive
located in the inner city of |, piay . Descriptive Push Fartors Questionnaire TP
. important role in firm relocation, Statistics
[stanbul to relocate in the
traditional location ariented
GOIZ?
relocation factors are expected
to be significantly impartant
determinants in firm relocation Pull Factors
H4: The reasons that push the
How the characteristics of  |relocated firms in GOIZ from the
ihe firm contribule to the previous locations and pull the
N Push factors, Pull
reasons that push the firms to Gebze Organized Exulanator factors and Firm Questionnaire Cross
relocated firms from Istanbul|Industrial Zone are expected to P Y characteristics Tahulation
and pull the finms to the differentiate according to the
GOIZ? firm size, sector and previous
locations.

Research Approaches conducted in the study

As illustrated in the research design scheme, first two research questions and related

hypotheses will be conducted by the Descriptive Research Approach. Descriptive
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research, also known as statistical research, is defined as an approach that describes data
and characteristics about the population or phenomenon being studied (Web Center for
Social Research Methods). Descriptive research answers the questions of who, what,
where, when and how. The reason behind the choice of Descriptive Research is to
describe the characteristics of the firms relocated in the GOIZ and to identify reasons to

relocate.

In terms of the last research question and hypothesis, discovering causal relationships is
the key issue. After defining firm characteristics and push and pull reasons to relocate in
GOIZ, the causal relationship between them will be explained. In this context, the factors
determining the attractiveness of a site for firm relocation is defined as pull factors; while
the action from the current location to a new one when the first one is no longer inside the
spatial margins of profitability is defined as push factors. By doing so, the study provides
a comprehensive perspective that is helpful to analyse the relocation process based on
firm characteristics. The research question will be conducted by Explanatory Research

Approach because it is a continuation of descriptive research and discover causal

relations among the variables.

Variables

In terms of the first research question and hypotheses, the variables that describe the

characteristics of firms can be listed as;

¢ type of relocation

e date of foundation and relocation in GOIZ
® sector

e Jabor

® market characteristics

® gite

Moreover, in order to identify reasons to relocate considering second research question
and hypothesis, push and pull factors are introduced based on different relocation

approaches in the literature. In this context, the factors can be listed as;



Table 1.2 Push Factors

PUSH FACTORS

Site and Premises

Market

*Srnallness of the former site

*Entering new geographical markets

=Smallness of the former premise

*Entering new product markets

sLack of choice alternative site or premise

=Far away from customers

*High maintainance cost

*Far away from suppliers

*Premises’ old/outdate/obsolete

*Far away from the firms in the same sector

*Expiration of rental contract

*Far away from sub contractors

*Existing site or premises constrained by planning regulations

*High praduction cost

*High cost of site or premises

Local and Natienal Governments

Factors related to Labor Supply

*Deindustrialization policy

=Shortage of workers

-Puolicies on environmental awareness and protection

=Shortage of skilled workers

Availability of Financial Assistance and Incentives

*High cost of labor

*Tax treatment not favorable to the firm

*Low productivity of labaor

sInefiiciency of public administration

sLow productivity of labar power

=Difficulty in borrowing fram banks credit

Transpertation and Infrastructure

sLack of financial or other incentives

*Transport/congestion problems

Quality of Life

sLack of car parking

=High cost of living in [stanbul

*High cost of services

=High cost of housing in Istanbal

Table 1.3 Pull Factors

PULL FACTORS

Site and Premises

Market & Networking

=Accessibility of site or premises

=Exploiting new or wider markets

sLow cost of site/premises

*Proximity to suppliers

=The tenure of premises

=Proximity to customers

Flexibility (spatial expansion) of the premises

*Proximity to firms in the same sector

Transportation and Infrastructure

*Froximity to the subcaontractor

=izood road link

=Initiating collaboration with foreign firms in GOIZ

=Good rail link

=Relocation of firms that is already collaborated

*Froximity to the Sabiha Gékgen airport

*Existence of GOIZ technopark

*Proximity to the sea port (Gebze-Hereke)

=Mew technology and inforration transfer provided by GOIZ

*More and better car parking

Labor Supply

~Low cost of serices

=Auwailability of labor

*Less transport congestion

=Skills of labar

Local and National Governments

=Low cost of labor compared to lstanbul

*Determination of GOIZ as the proposed area for industrial
development

=Avwailability of labor

*Co-operative attitude of local government

Incentives

= Availability of incentives

The variables are determined based on the empirical studies on relocation of industry®. It
is expected that those variables help to understand characteristics of firms that are

relocated in GOIZ.

%.These studies are Mariotti, I. (2005); Pellenbarg, P. H., Van Wissen, L.J.G, Van Dijk, J. (2002);
Unverdi, L. (2004) and Brouwer A. E., Mariotti I., van Ommeren J. N. (2004)
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Data Gathering Method

Questionnaire is decided as the appropriate tool to gather the data about firm
characteristics, pull and push factors to relocate in GOIZ. The questionnaire which was
made in May, 2009 covered 37 firms that constitute the total number of firms relocated
from Istanbul to the GOIZ and was designed according to the aforementioned research
questions and hypotheses. Considering there are 116 firms in operation within GOIZ, the
interviewed firms (37 firms) constitute nearly one third of all firms in the GOIZ. In order
to scale the variables, Likert Scaling method is used. According to this method, the items

will be rated based on 1-to-3 rating scale where:

1= important
2= rather important

3= not important

Data Analysis

In terms of the first and second research questions and related hypotheses, the gathered
data is handled through descriptive statistics that are used to describe the basic features of
the data in a study. They provide simple summaries about the sample and the measures
and simply describe what is or what the data shows (Friedman, 1998, p.40). Since there
are different variables to analyse the firm characteristics, push and pull factors,
descriptive statistics is an appropriate tool to present quantitative descriptions in a

manageable form and help to analyse large amounts of data in a sensible way.

After analyzing data related to firm characteristics and reasons to relocate (push and pull
factors), Cross Tabulation is used to investigate whether pull and push factors variables
differentiate based on firm characteristics. Thereby, the pull and push factors could be

classified based on firm characteristics.

1.3 CONTENTS

This thesis has been organized around four extensive chapters apart from Introduction and

Conclusion. By the Introduction part of the thesis, it is formulated the gist of the thesis by



clarifying points in terms of research questions, hypotheses and methodology. In the

Conclusion, a general evaluation on the findings of the local survey is realized.

Chapter 2 constitutes conceptual formulation of the research. In this concept, the main
theories about the location and relocation of firms: neo-classical, behavioural, institutional
and evolutionary are explained. Following the theories, a conceptual scheme is outlined in
order to present theoretical points for the thesis. Chapter 3 intends to state an overview
of the studies on firm relocation in two periods comprising the studies between 1945-

1970s and 1980s to the present.

Chapter 4 aims to provide information on historical review of firm relocation in Istanbul
City Region. Therefore, a brief review on industrial development is mentioned through
different plans prepared for Istanbul. Chapter 5 deals with the case study that is Gebze
Organized Industrial Zone (GOIZ) and reports the main findings of the questionnaire. In
this respect, characteristics of relocated firms to the GOIZ and the main reasons to relocate
are explained around major push and pull relocation factors. These explanations enable

thesis to infer conclusive remarks.



CHAPTER 2

THEORETICAL FRAMEWORK

2.1 DEFINING FIRM RELOCATION

In this section, the main aim is to present a review of (re)location theories in order to
layout different approaches about the industrial relocation. It is expected that these
approaches will shed light on and provide a deeper understanding about the relocation
factors of the firms invested in the Gebze Organized Industrial Zone that is the case study

of this reseach.

This thesis focuses on both relocation theories and the theories of location. However, it
should be noted that relocation theories are different from location theories because the
former ones explicitly take account of the fact that one location is substituted for another.
The firm has a history, and this history is likely to have an influence on the locational
outcome of the process. The specific nature of these conditional effects is important for
any theory of firm relocation (Pellenberg, 2000, p.3). Following this distinction, a basic
definition of firm relocation can be introduced as a particular form of locational
adjustment of the firm. On the other hand, there are also extensive definitions that are
based on spatial moves of firms. According to spatial moves of firms, three categories of

firm relocation can be defined: intra-regional, interregional and international

(Pellenberg, et all, 2000, p.98).

The main concern of intra-regional moves is the industrial suburbanization around the
larger urban agglomerations. However, infer-regional relocation occurs as a result of

industrial decentralization from the economic core areas to peripheral and/or development
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areas. The last type of relocation that is international relocation is about utilizing the
locations outside the home country (Mariotti, 2005, p.14). Considering three types of
relocations, it can be said that intra and inter regional relocations were observed in mostly
1950s and 1960s due to the lack of adequate space to grow and labor problems in the core
regions. However, in case of international relocation, it should be highlighted that this
type of relocation is becoming more and more popular with the growing
internationalization process of small and medium sized firms due to the change in the

mode of production after 1970s crisis (Mariotti, 2005, p.14).

In addition to the previous categorization, most studies introduce firm relocation based on
a categorization that comprises two types of relocation namely integral relocation
(complete relocation) and partial relocation (Figure 2.1). The former relocation refers to
the movement of an establishment from one location to another while the latter implies

locating in a new local unit linked with a pre existing unit (Brouwer et all, 2004, p.336).

Tyvpes Spatial scale
INTRA- INTERREGIONAL  INTERNATIONAL
REGIONAL
Integral relocation
: v v v
Partial relocation or delocalisation
(branch movemenr)
v v

(]

Figure 2.1: Types of firm relocation (Source: Adopted from Mariotti, 2005, p.15)

In this thesis, firm relocation will refer to a change of address of a firm from location A
(that is in inner parts of Istanbul) to location B (that is Gebze Organized Industrial Zone).
Moreover, firm relocation process will be analyzed into two sequential steps: first push
factors that motivate to move and second pull factors that motivate the decision to

relocate to Gebze Organized Industrial Zone.

According to the scholars, the (re)location theory has witnessed a proliferation of theories
and approaches in the last two decades, however, none of which seems to dominate the

field at present (Scott, 2000, p.484). Therefore, the main factors that underlie the
9



relocation process of industrial activities towards Gebze OIZ can only be analyzed by
giving an overview of several approaches which seem to be useful to get more insight in
firm relocation. Therefore, following section is allocated to the classification of
(re)location theories on firm relocation in terms of two main groups; traditional and

contemporary approaches (Table 2.1)°.

Table 2.1: Different Approaches on Firm Relocation

TRADITIONAL APPROACH CONTEMPORARY APPROACH
{Neo) Classical (Before 1960s) JEELESTITEINGEFIERERE] Institutional (1970s.) Evolutionary (1990s.)
X ULEETERD LRV (N A fred Weber (19297, Yon Allan Pred (1979; 1969), Caves, Amin, Martin, Camagni (1991), Amin and
known writers Thinen, Lasch, Yemon&Hover, |Townroe, Simon, Cyert&March, |Taylor, Storper Thrift, Storper
Krumme Dicken
Homo-economicuss institutional | Satisfactory, limited information, | Technostructure, strategy, |Path dependence, selection
rationality, perfect infarmation bounded rationality pover
Micro and basic ecanamy Sociology and psychology Management Economic geography
Minimum cost, maximum profit, |Informed, perception, cognitive | Social institutions, Innovation, competition and
perfect competition agp networks, trust and loyalty |routines
Macro, statistics, modelling Micro land studies, behavioural |Firm data bases, explaining |Demographic techniques

matrix and description spatial interaction

Economic person Satisfier person Technostructure, manager |Suboptimal person
Decision making Perfect rationality, information  |Bounded rationality, information |Strateqy, structure, power  [Leaming by doing
capabilities

Minimum costs, maximum profit [Aspiration levels or better Growth, security, profit Eliminating unknown risks

Cost and revenue surfaces Information space, action space |Big business, big labor, big

government Localised knowledye
Automatic, instantaneous Learning process Bargaining process Histaricaly bound

concentration

Adapt/adopt to economic forces |Learn, adapt to economic forces |Political economy and

technology Path dependent
Structural models Interviews and guestionnaire Case studies Quantitative analysis
Main criticism Unrealistic assumptions, over Largely descriptive, exploratory, |Difficult to apply, bad Mot delivered statements
emphasis on guantitative too much attention on internal  |abstractions
technigues and firm as a black  |factors
box acting completely rationale
gy
Current interest Krugman's Mew Econamic Mental maps Cluster externalities,
Geography industrial districts
Increased interest Minor interest Paopular and top Early stage of development

3 The classification is adopted from following the studies of Mariotti (2005), Hayter (1997) ,
Machlup (1967), Pellenberg, Van Wissen and Van Dijk (2000).
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2.2 DIFFERENT APPROACHES ON FIRM (RE)LOCATION

This chapter aims to state different approaches on firm relocation. In this context,
approaches are elaborated under two main headings mainly traditional and contemporary

relocation approaches.

2.2.1 Traditional Approaches

2.2.1.1 Classical and Neo-classical Approaches

The basic idea in classical location theory is cost minimization or profit maximization. In
this respect, classical location theory is defined as a form of economic determinism in
which economic forces dictate the location of firms (Hayter, 1997, p.111). Although,
Isard (1956) provides general principles of the classical location theory, which goes back
to Adam Smith, Von Thunen is regarded as the pioneer of classical location theory. Even
though the Von Thunen model was created in a time before factories, highways, and even
railroads were established, model is accepted as an excellent illustration of the balance
between land cost and transportation costs depending on profit maximization principle
(Pellenberg, et all, 2000, p.3). According to the model, as one gets closer to a city, the
price of land increases and transport costs decrease, and this determines the location
choice. However, the critical thing in that model is that in the real world, the firms are not

located in an abstract space as it is assumed.

The neo-classical industrial location approach, which is derived from standard classical
economic theory, interprets the firm as an Economic Man (Homo Economicus) who has
perfect information and perfect rationality necessary to determine an optimal location
based on cost minimizing and profit maximizing principles (Brouwer, et all, 2004, p.336).
In this respect, Alfred Weber (1929) is accepted as the pioneer in determining the general
principle of industrial location theory. Although Alfred Weber’s Location Triangle is too
well known to require a detailed explanation here, it is appropriate to define the central

features of the model.

First of all, the model is based on a series of assumptions. One of his core assumptions is
that firms will choose a location in view to minimize their costs. In this respect, Weberian

approach states that three main factors influence industrial location; transport costs, labor
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costs and agglomeration economies. A set of simplifications are also considered in the
model. The first is that location takes place in an isolated region composed of one market.
Secondly, space is isotropic which means that there are not variations in transport costs
except a simple function of distance. Finally, markets are located in a specific number of
centers. Apart from the simplifications in the space, the model also assumes perfect
competition and a perfect knowledge of market conditions both for the buyers and

suppliers.

Essentially, Weber uses location triangle to show how the optimum location can be found
in such a simple situation. Figure 2.2 illustrates the issue of minimizing transport costs.
Considering a product w (M) tons to be offered at a single market that is M, w (S1) and w
(S2) tons of materials coming from two different sources that are S1 and S2. Weber states
that the optimal factory location P locates at the least cost location which is the respective

distances of d (M), d (S1) and d (S2).

Figure 2.2: Weber’s Location Triangle (Source: Personal Archieve of Dr. Jean-Paul
Rodrigue, Department of Global Studies and Geography, Hofstra University.)

Following the location triangle, the main finding of the Weber’s model is that activities
having a high level of use of raw materials tend to locate near supply sources; however
activites using ubiquitous raw materials, such as water, tend to locate close to market.

However, Weber’s model only provides a proper basis for the location of heavy
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industries. Therefore, it was popular particularly from the industrial revolution until the

mid twentieth century.

According to Hayter (1997, p.118), Hoover (1948), Greenhut (1952), Moses (1958) and
Beckmann (1968) made contributions to neo-classical location approach similar to
Weberian approach. Among them, Moses’ study (1958) increased theoretical
understanding of optimal location by taking into consideration the possibility of
substitution between input sources. In his study, location is incorporated scale (or size)
and technology. Thus, for a factory of a given size, it is possible to combine (i.e. to
substitute among) the factors of production, in different ways. This argument is

demonstrated in production theory terms (Figure 2.3).

(a) (b)

X X
f - (X is relatively
Substitution f cheaper than Y)
2777 possibilities
S : o \-
g ______ LN g S
S i Isoquant 9: Ccf)n
3 : ] (eg. 100 tonnes of steel) 3 -~
L% i : £
Input Quantity —» Y Input Price > Y
(c) (d)
X X
Isoquant le of fact
(Y is relatively oquant (scale of factory)
cheaper than X) . i
Selected isocost lines
S X ==
Socos,
Y Y* Y

X*, Y* is the optimal
combination of inputs
(defined in terms of lowest cost)

Figure 2.3: Mose’s Selection of Optimal Input Combinations (Source: Hayter, 1997,
p-119.)

The figure comprises of four graphs. The graph (a) implies the situation as related to the
production function of the firm that shows how a factory can utilize different
combinations of two inputs, X and Y, within certain limits of substitution. In other words,
the factory can substitute X for Y and choose the optimal combination revealed by
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isocosts lines which are demonstrated in graph (b) and (c). The slopes of the isocosts lines
vary depending on whether X is relatively cheaper than Y (b) or Y is relatively cheaper
than X (c) (Hayter, 1997, p.118). In this respect, the best combination of inputs for a
given size of factory is defined as the intersection of X* and Y* (Graph d). As a matter of
fact, the approaches discussed so far including classical theory prioritize cost as an

important element in the determination of location.

In addition, the Incubation theory, which is developed as the result of study of Vernon
and Hover (1959), can be introduced in the framework of neo-classical approach. In their
studies, Vernon and Hover analysed the location factors of the firms in New York City
between the years 1899 and 1954. The results of the study provide a basis for Incubation
Theory claiming that firms polarized in the city core have a tendency to relocate their
activities towards outskirts of cities after reaching a satisfactory growth level in order to
upgrade their technology and the means of production as well as to consume a larger
space compared to inner city firms (Scott, 1990). Following this argument, it can be
claimed that the substitution based explanation is extended with contribution of core-

periphery dimension to the relocation.

In terms of early location theory, one of the major criticisms is about its abstraction from
demand. At this point, it is worthwhile to introduce the idea of August Losch (1954). In
his study, he tried to develop a profit oriented perspective that implied the place of
maximum profits instead of determining alternative location (Smith 1981 cited in

Mariotti, 2005, p.27).

Although the well known neo-classical approaches explained so far have an attempt to
explain relocation dynamics of the firms, not too many studies are conducted. The
following neo-classical theories define under which conditions firms prefer to relocate as
substitution of one location by another location. In this respect, it can be stated that neo-
classical contributions are not only about location factors but also about reasons to

relocate the firms.

The first theoretical framework about reasons to relocate of the firms belongs to Krumme
(1969). Krumme elaborates relocation of firms in terms of adaptation and adjustment
possibilities. According to Krumme (1969, p.33), there are three dimensions in

adjustment possibilities of the firms namely space, organization and time.
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In terms of space dimension, fims prefer to adjust their operations in three ways
comprising on site, change them between sites (inter side adjustments) or develop new
sites. Adjustment on site generally refers to location decisions in order to reinforce or
qualify past location decisions. Therefore, the main expectation with on site adjustment is
to expand, modernize the technology, market or input pattern. The second way of
adjustment that is inter site changes occurs when firms reorganize their production among
a set of existing locations. Finally, in terms of new site adjustments firms prefer to
relocate or establish branch plants. It should be said that economic condition has a

deterministic effect on spatial adjustment decision of the firm.

In respect of organizational dimension, Krumme (1969 cited in Hayter, 1997, p.124)
makes a distinction between the small single plant firms and large multi plant firms.
Based on the distinction, the small plant firms have greater discretion in responding to on
site change in comparison to large firms. On the other hand, the multi plant firm has more

tendencies to inter site adjustment which is unavailable to the small firm.

With respect to time dimension, short, medium and long term planning periods are
introduced by Krumme (1969). In the short term period, it is not possible to make spatial
adjustments for single plant firms because there would be deficiences to use plant more
intensively by hiring more labour or using more inputs. However a multi plant firm can
make spatial adjustments among its plants by shifting an order from one plant to another.
The medium term planning period is again more suitable for multi plant firms in order to
make expansion. Finally, long term plans for locational adjustment are dominated by new
site location options that provide large firms to spatially expand their operation (Hayter,

1997, p.124).

Krumme’s study is followed by Nakosteen and Zimmer (1987). The distinction of
Narkosteen and Zimmer is similar to Krumme’s (1969) division in spatial adjustments. If
the firm chooses to relocate, it is not driven by the traditional location factors, but by the
need to adjust to internal dynamics. In this regard, they explain the relationship between
firm relocation and profit (Pellenberg, et all, 2000, p.4). The theory states that firms
continuously monitor their profits relative to a fixed target threshold. As long as a firm
exceeds its profit rate, it will most likely stay at the present location and will not try to

move to the 'optimal’ location, for three reasons (Nakosteen & Zimmer, 1987, p.357):
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First reason is related to the relocation cost. Although relocation cost generally refer to
direct costs of moving, it also comprises indirect costs such as search and information
costs of finding new markets, labour, suppliers and deliverers, etc. However, these types
of indirect costs are generally not taken into consideration in the simple neoclassical
framework because the theory is based on the emphasis of full information and rational

behaviour (Pellenbarg et all, 2000, p.4).

Second, there may be a substantial amount of capital inertia. For instance, in many cases
existing buildings and other equipment at the old location may already be written off, and
still be operational at low costs (Auty, 1975 cited in Pellenberg, et all, 2000, p.5). This

situation enables firms to make a profit at a sub-optimal location.

Third, the cost of any of the location factors is in general low. In other words, locational
choice is often not a decisive factor in determining profit or loss. The firm may choose
between many sites that are almost equally profitable. Only when at another location the
profits are much higher the firm may decide to relocate in spite of the fact that also at the

present location they make a profit (Brouwer, et all, 2004, p.338).

Furthermore, according to Pellenberg et all (2000, p.5), many empirical studies
highlighted the need for expansion as one of the most important factor driving firm
relocation®. It is also possible to state the spatial adjustment process to firm growth is one
of the key factors of firm relocation. However, basis of the neo-classical approach states
that external factors are the results of the internal dynamics of the firm. Nevertheless, it
has not received much attention in the neo-classical location theory with its focus on

external location (pull) factors until the beginning of the nineties.

Since the beginning of the nineties, neo classical approach gained external location

dimension with the new way of thinking in industrial relocation. Mainstream economists

* The empirical studies can be found in the following papers; Louw, E. (1996) Kantoorgebouw en
vestigingsplaats. Stedelijke en regionale verkenningen 12, Delftse Universitaire Pers (PhD thesis
Technical University Delft), Pellenbarg, P.H. (1985) Bedrijfsrelokatie en ruimtelijke kognitie (Firm
relocation and spatial cognition), Sociaal-geografische Reeks 33, FRW/RUG, Groningen. (PhD
thesis University of Groningen) and Pellenbarg, P.H. (1995) Lokale Dynamik in den Niederlanden.
Motive, Urspriinge und Ziele von Firmenwanderungen und deren Beitrag zur Veridnderung der
niederldandischen Wirtschaftslandschaft. In : Jahrbuch 1994/95, Zentrum fiir Niederlande-Studien,
Verlag Regensberg Miinster, p. 263-288.
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have shown a renewed interest on the ‘neo-classical’ approach and labelled it New
Economic Geography (NEG) (Krugman 1995 cited in Brouwer, et all, 2004, p.337; Fujita
et al. 1999).

NEG geography literature shows how the centrifugal and centripetal forces of the
backwards and forwards linkages due to the entry or exit of firms in industries with
increasing returns can lead to agglomeration and concentration of such industries
(Krugman, 1991, p.483). Thus, the crucial element in modelling geographical economic

activities is based on the principle of increasing returns to scale of spatial concentration.
The Basic NEG Model Framework

The basis of the model considers two regions and there are assumed to be two kinds of
sectors; A (agriculture) which is a constant returns sector tied to the land and M
(manufacturing) which is an increasing returns to sector that can be located in either
region. The other factors considered in the model are labor that is specific to each sector,
L, (farmers) and Ly (workers). In terms of production side, total labor force equals to
La+Ly. Other factors considered in the model are transportation cost, wages, regional

income and price.

In terms of demand side, the model introduces the demand for manufactured good,

therefore consumption of a manufactures aggregate is defined as follow;

- E%
M=|Zm,a]

where o is the elasticity of substitution among the products. The equation means that the
cross elasticity of substitution between variants, o, is assumed equal between any two
variant. As a result, it should be larger than 1 as it is assumed that the varieties are

substitutes (Krugman, 1991, p.488).

Followingly, the price factor is introduced in the model in order to have the true demand

for a variety of the manufactured good.

where P™"=%"p™®
2P
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The equation tells how much it costs to achieve one unit of utility (the ratio between
consumption of agricultural output and elasticity of substitution of manufactured

varieties) with minimum expenditure.

Apart from the demand side, the model also considers the transportation cost that is
thought to be an important factor of relocation. Essentially, there are two strong
assumptions that imply the structure of transportation costs between the two regions
(Krugman, 1991, p.488). First, transportation of agricultural output will be assumed to be
costless’. This assumption ensures that the price of agricultural output and earnings of
each peasant are the same in both regions. Second assumption says that the transportation
costs for manufacturing goods are incurred in the good transported. This assumption is
also known as iceberg transport cost that saves the model from explicitly introducing the
transport sector so transport is assumed to use the same resources as the manufacturing

sector.

With transport costs the true price index of the manufacturing goods offered at location j

is given by:

= =l

[ . 1, 4
P = Zn.,n:p.,T‘,j F] [de.ﬁuﬁ'tT‘yJ_ﬂ]
- .“' [3

where Wy is the price charged by a producer in region k, T is the transportation cost, @ is

the fraction ny of all varieties coming from region k.

According to Krugman (1991, p.490), this equation gives a weighted of the price of all
varieties of manufacturing goods. In addition, the model defines three more equations as

follow;

Aggregate income for location j;

¥, =01- udg + piw,

> Krugman explains the main reason behind the costless exercise of agricultural output as follow;
since agricultural products are assumed to be homogeneous; each region is either exporting or
importing them, never both. But if agricultural goods are costly to transport, this would introduce a
“cliff” at the point at which the two regions have equal numbers of workers and thus at which
neither had to import food. This is evidently an artifact of the two region case: if peasants were
spread uniformly across a featureless plain, there would be no discontinuity.
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Equilibrium nominal wage rates;
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Equilibrium wage rates are those wage rates that make it possible for producers to break
even. Therefore, these nominal wage rates are measured in terms of agricultural goods.
However, workers will be interested in the real wage which also depends on the price of
manufactired goods, thus real wage is introduced in the model. According to NEG model,
the short run situation of relocation can be found by simultaneous solving four equations

above.

Essentially, the real wages differentials between locations decide the incentive for
workers to migrate between these locations. This situation may lead to a concentration of

manufacturing workers in one or more regions.

This concludes the basic model framework of NEG. More recently NEG model has been
adopted international labor mobility studies. In order to show how the NEG can be used
in such issues, it is appropriate to explain price index and home market effects on

manufacturing sector.

Following the explanation of Mikkelsen (2004, p.10), the price index effect on
manufactured goods depends on the size of the manufacturing sector. Therefore, the
region with the larger manufacturing sector will have a lower price index for
manufactured goods. The main reason behind this issue is that the region with large
manufacturing sector bears transport costs on a smaller portion of the manufactired
goods consumed there. In terms of home market effect, it is stated that the region with the

larger demand/home market will have a disproportionately larger manufacturing sector.

Combining the price-index effect of the size of the manufacturing sector with the home-

market effect, two things can be said (Mikkelsen, 2004, p.11);
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® regions with a large demand for manufactures tend to have a larger than proportional
manufacturing sector due to the home market effect.
® regions with large manufacturing sectors tend to have relatively cheap manufacturing

goods due to the price index effect.

To sum up, the effects of price index and home market on manufacturing sector can be
thought as the negotiators of a cumulative process of agglomeration, as in the figure
below. According to the Figure 2.4, the price-index effect is a forward linkage, while the
demand-increase due to both more workers attracted and more firms attracted because
low prices of manufacturing goods represents a backwards linkage. This may eventually
lead to a manufacturing “core” and an agricultural “periphery”. In other words, it can be
said that a firm moves from the current location to a new one when the first is no longer
inside the spatial margins to profitability (push factors) and the second might be a

profitable one (pull factor) (Brouwer, et all, 2004, p.337).
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Figure 2.4: Cumulative Causation (Source: Mikkelsen, 2004, p.12.)

The main contribution of the New Economic Geography literature is about how pecuniary

externalities can influence trade and location of industries.
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Although New Economic Geography introduced a new perspective to understand
relocation of the firms, limitations and shortcomings with the model have been pointed
out by several authors. Neary (2001, p.536) who has the most serious critics on NEG has
the following critics on the approach; The key contribution of the new economic
geography is a framework in which standard building blocks of mainstream economics
(especially rational decision making and simple general equilibrium models) are used to
model the trade between dispersal and centripetal forces. Although mobility of economic
activities is a crucial adjustment mechanism in these models to explain agglomeration,
Neary (2001, pp.549-550) argues that the model has almost nothing to say about
individual firms. Except for the fact that it incorporates increasing returns, the new
economic geography has industrial organisation underpinnings which are very

rudimentary.

Following the critic above, it is clear that no single model can capture the complexities of
a real world situation. Further, it cannot be expected to always find analytical solutions to

descriptions of real world phenomena.

Within the lights of things mentioned above, one may conclude that neo-classical
relocation theory not only focuses on location factors that are well covered in location
theory, and could be denoted as locational pull factors, but also covers the factors
triggering relocation, the push factors. However, changes in firm areas may not be
sufficient in explaining why firms want to move (the push factors). In addition, it would

be necessary to look for internal processes within the firm.

To sum up, the main critic of neo classical approach can be explained. Firstly, as a
common critic, it can be argued that neo-classical relocation theories are growth oriented.
In this respect, the theories explain the relocation of firms with high order abstraction
logic dominated by economic determinants rather than characteristics of the firms.
Therefore, the question of where to relocate is answered in a deductive way. Furthermore,
the simple neo-classical theory is useful to define the “optimal” behaviour of the firm in
economic terms, under the assumptions of rationality and perfect information. However, it
does not take into account the internal dynamics of firms in a context with imperfect
information and uncertainty that are discussed in the framework of contemporary

approaches.
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2.2.2 Contemporary Approaches

2.2.2.1 Behavioral Approach

The behavioural approach explains firm relocation in terms of decision makers’
preferences and focuses on decision making process of a single firm. Contrary to the neo
classical theory, firms do not respond to changes in market condition in the character of
Homo Economicus, but make choices as if a satisfier character who has limited
information and limited rationality therefore collecting, coding and evaluating
information and learning are certainly important in decision making process of satisfier
firm (Hayter, 1997, p.137). Within this context, pioneers of the approach believe that it is
crucial to investigate the decision making process of the firms in order to explain the
relocation of firms (Tekeli, 1991, p.31). From this perspective, behavioural theory can be

defined as more realistic than neoclassical theory.

Simon (1955, 1957) and Cyert and March (1963), who are the pioneers of the theory,
develop a behavioural theory of the firm, which is based on notions of limited information
and bounded rationality (Brouwer, et all, 2004, p.337). In this respect, Simon provided a
realistic idea that replaces traditional Economic Person or Black Box with learning,
estimating, searching and information oriented one (Simon, 1959, p.269). Therefore, it
can be noted that homo economicus is replaced by satisfier behaviour who represents a
character of real world decision maker. In this regard, decision making process of a

satisfier person is expected to include sequential steps below (Hayter, 1997, p.138);

(a) consider a limited number of choices;
(b) search and evaluate alternatives in a strongly sequential way;

(c) choose the first solution that is satisfactory.

Moreover, according to Pellenberg, et all (2000, p.7) the theory explores ‘internal’ factors
(e.g., age and size) that are important in the decision-making process of the firm, and that
lead to a particular location. Behavioural location theories regard the location of
factories as a decision-making process (Hayter, 1997, p.139). Therefore, the behavioural
theory seeks to understand actual behaviour of entrepreneurs and focuses on the decision
making process, that may lead to relocation. In this regard, behavioural theory takes path-

dependency and relocation costs into account different from the neo-classical theory.
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In the context of behavioural theories, Pred (1967, 1969) can be introduced as the one
who successfully introduced the behavioural approach in location theory (Pellenberg, et
all, 2000, p.7). In Pred’s (1967) classic study, a behavioural matrix is developed in order
to represent how firms process information and make locational choices (Figure 2.5).
According to the matrix, the locational choice of firms is based upon interplay between
factors influencing the available information and the capacity to use it. This takes into
consideration that even if information may be available, it may not be necessarily used
properly or could even be analyzed incorrectly. Some decision makers are thus better than
others. This representation assumes that most locational decisions are not optimal, but

acceptable, that is profitable.

The below behavioural matrix is composed of a series of potential outcomes in regard to a
locational decision. Within the context of the matrix, two main polar types of behaviour
can be described. One of these polars covers the firms with high abilities and information.
Therefore, cell Cnn in the matrix is regarded as "Homo economicus" that is a perfectly
informed individual and the locational decisions of such an individual are optimal so can
choice a location that has the highest profit. Second polar is the places of the firms with
poor abilities and information levels (C11). As a result of this situation, the firms are
expected to lie near the spatial margins of the profitability. In summary, decision makers
having good capacity to use and good availability of information (C35 and C54) would
make a locational decision within the margins of profitability. However, unexpected
outcomes can also occur. Thus, another decision maker (C22) could even be "lucky"
because in spite of poor capacity to use and availability of information, the locational

choice turns out to be profitable.
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Figure 2.5: The Behavioural Matrix (Source: Adapted from Pred, 1967, p.92)

Even if Pred's behavioral matrix is almost impossible to apply to the real world, it
underlines the possibility of sub-optimal locational decisions, and therefore it can be
regarded as a good reflection of reality. Even if all the necessary information was at hand,
it is not guaranteed that the chosen location will be profitable. Despite its simplicity and
popularity, it is criticized in the literature because behavioural matrix offers no more than
a conceptual basis for constructing a behavioural location or relocation theory

(McDermott, 1973 cited in Hayter, 1997, p.142).

Another study similar to Pred’s and stresses the behavioural environment of firms is
conducted by Dicken (1971). In his study, Dicken focuses on the relation between firm
and information in order to reveal the process of perceiving, coding and evaluating
information. In this view, environment is accepted as information bed and the links
between firms and environment occur as information flows. Figure 2.6 shows how firm —

environment relations occur in a behavioural landscape.
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Figure 2.6: Firm — Environment Relations in a Behavioural Landscape (Source:
Hayter, 1997, p.119.)

With the help of the figure, Dicken implies that there are two main factors affecting
decision making process namely behavioural environment and locational environment.
While the former concept refers to the various business connections that firms develop
with suppliers, consumers and governments; the latter represents the total sum of
information in the economy and firms receives and sends information flows and signals.
However, it can be criticised that the model is so abstract to explain the variation in
information flows and behavioural environment among small, single plant firms and

multinational firms.

At this point, it can be stated that the behavioural approach is especially comply with firm
relocation. As mentioned above, the key difference between location and relocation
theory is that location theory is more concerned with locational pull factors, whereas
relocation also deals with push-factors: the trigger to moving. Therefore, from the
perspective of behavioural approach, locational pull factors and push factors provide a

simplified description of the decision process of the firm.
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A more detailed explanation about decision process of the firms is developed by Dicken
and Lloyd (1977), Hayter, (1978, 1997) (Pellenberg, et all, 2000, p.7). They suggest the
disaggregation of the decision making process into particular stages. The main reason
behind the stages is to provide an integration of location factors within the overall
investment decision making process. Therefore, decision making process is distinguished

as follows;

(1) the decision whether to move or not;
(2) the search for alternative locations;
(3) the evaluation of alternative locations;

(4) the choice of the new location.

The integration of the decision making process with location factor and investment is
firmly demonstrated in the figure below. As it is understood, there are two types of
approaches to the disaggregation of the decision making stages. The first one is about the
identification of the distinct processes and the second is based on geographic scale
(Hayter, 1997, p.146). The first process comprises analysis in terms of decision stimuli,
search, evaluation and choice processes and the second approach comprises investment go

or not decisions and post locational assessment or learning.
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Figure 2.7: Stages in Locational Decision Making Based on the Decision Process
(Source: Hayter, 1997, p147.)

In view of Schmenner (1982), the decision to move is considered to be one step is a
controversial issue because relocation is one possible outcome of an adjustment to change
process. There may also be other alternatives of adjustment sought in re-organization, or
in other investment strategies. Moreover, spatial adjustments may be in the form of on-
site change, in inter-site re-organization, and opening up of new sites. At this point, it can
be claimed that the decision to relocate is the outcome of a complicated decision process

that may involve more than one stage and feedbacks between the various stages.

There are also relocation studies based on the perception of firms. According to the work
of Pellenberg (1985) and Meester (1999), it is claimed that the firms that prefer to move
will choose more frequently nearer places because they are more familiar or easier to
imagine than distance places (mental maps) (Pellenberg, et all, 2000, p.8). In this respect,
mental maps, the perception of the geographic configuration, are introduced as

appropriate tools what people use in their spatial decision making.
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Behavioural theory also tries to understand how limited information, limited ability,
perception and uncertainty all lead to a spatial bias in relocation decision making. The
bias in decision making is explained in four dimensions. First, more distant locations are
less well known and therefore it is likely that nearer locations are chosen more
frequently. Second, distant locations are more difficult to imagine than nearer places.
Third, there is a strong distance decay in mental maps, which is of course partly related
to the amount of information, but also with the perceived attractiveness of the place.
Finally, firms face uncertainty, not only because they have a knowledge gap or are not
able to digest the available information, but also because investment decisions are based
on anticipated future situations, which are by definition uncertain (Pellenberg, et all,
2000, p.8). Following the biases, the perception based approach in behavioural theory
makes a contribution that considers the effects of uncertainty factor in firm relocation
decision. In this regard, it can be stated that the amount of uncertainty increases as
distance of relocation increases. Therefore, on-site investments are much more certain

than investments in a new site.

As a result of the behavioural approach to firm relocation, it seems that the main aim is to
give detailed reasons for moving, both on the push and the pull sides of the firm
relocation process. In this context, push reasons that are mentioned frequently are
accepted as internal to the firm. The main internal reason that push the firm is related to
firm growth: limited capital stock, limited information about alternative production
spaces, limited labour supply. On the contrary, pull-factors are largely the opposite of the
internal push factors: accessibility to the labour market, and often also locational
amenities, such as the housing market, environmental conditions (Brouwer, et all, 2004,
p-338). Therefore, the behavioural approach is helpful to understand firm relocation

process in a descriptive way.

To sum up, the behavioural approach adds to the neo-classical view in terms of exploring
internal factors that are important in the decision making process of the firm. Moreover,
the approach seeks to understand actual behaviour of entrepreneurs, and focuses on the
relocation decision making process. However, there are some common critics of this
approach. First of all, although the theory provides very valuable information for
understanding and policy making, the results of the studies are largely descriptive and
explorative. Another drawback is that the behavioural approach focuses too much on
sociological, psychological and other soft variables often ignoring the (neo-classical)
economic factors (Scott, 2000, p.490). Therefore, an eclectic combination of the
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behavioural and neo-classical approaches seems to be more meaningful to deal with

relocation issues

2.2.2.2 Institutional Approach

The common view of the neo-classical and the behavioural approach is that the firm is
conceptualized as an active decision making agent in a static environment and has to
choose from a number of alternatives. In doing so, the firm acts as either homo
economicus or satisficer man. In either view, the environment is a surface of location
factors, or a bed of information that is processed by the firm (Hayter, 1997, p.161). In
other words, firms manage relocation decision making process utterly. In the eighties, this
view of locational behaviour of the firm was increasingly being questioned in a number of

new research directions who pioneer the institutional approach®.

Institutional approach clearly points out the affect of structures including rules, norms and
routines as authoritative guidelines on firm relocation (Scott, 2004, p.2). Therefore, the
common belief about the theory is that economic processes in space are mainly shaped by
societies’, state’s institutions and values (Storper and Salais 1997). In other words, taking
into consideration the behaviour of firm as in behavioural approach is not solely enough.
In addition to the behaviour of the firm, one should also consider the upper structures such
as political, social and cultural context in which this behaviour is embedded. This is the

most well known contribution of institutional approach to the relocation literature.

The institutional theory introduces institutional factors as influential in firm relocation
process. Therefore, it is stated that institutional factors such as spatial adjustments
including expansion, merger, acquisition and take-over, but also trust, reciprocity, co-
operation and convention play a key role at all levels in the economy, from the structure
and functions of the firm, through the operation of markets, to the form of state
intervention (Mariotti, 2005, p.30). The main reason behind such a relation is that the
learning process is claimed to be a key component of the institutional approach and this
process can be strengthened through establishing or joining new networks. As a result,

firms relocate in order to facilitate spatial adjustment required by the learning process. By

® For these new research directions, see Thrift and Olds, 1996; see also the ‘geography of

enterprises’ by Krumme 1969 and the ‘industrial district literature’ by Pike et al. 1990; Brusco and
Paba 1997; Becattini 1990; 2002; Amin 2000 cited in Brouwer, et all, 2004, p.337.
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doing so, firms also strengthen innovative capacities that is related to production,
dissemination and application of knowledge. In line with these arguments, there are other
key concepts encouring firms to make spatial adjustments such as network relationships,
trust and loyalty (Fukuyama 1995, Cooke and Morgan 1998) among firms that stresses

the importance of the interaction in learning and innovation.

Following the discussion above, it is possible to claim that one of the main focuses in the
institutional approach is on the interaction between firms instead of individual firms.
Thus, factory relocation is interpreted as an expression of the investment strategies of the
firms that refer to the concept of the geography of enterprise and those strategies are the
outcome of a firm’s negotiation with suppliers, government, labour unions and other
institutions about prices, wages, taxes, subsidies, infrastructure, and other key factors in
the production process of the firm (Hayter, 1997, p.168). Essentially, it is seen that the
main emphasis is placed on interaction between geography of corporate strategies.
According to Hayter (1997, p.161), these strategies are guided by certain factors; one is
internal long term motivations, accumulate expertise and established corporate structure,
the second one comprises the external strategies and structures of other business
organizations, especially rivals, third group is composed of other institutional forms and
interest groups, notably labour organization and governments and lastly, conventions of
dialogue trust and reciprocity, and in some localised cases, a culture of social and civic

solidarity.

At this point, it can be said that firms decide where to relocate based on rules, strategies
and structures determined by different forms of institutions in the society. Therefore, the
levels of interaction among firms determine the behaviour and performance of all agents
relevant in relocation process. This situation implies the process of learning and

innovation in different forms of institutions constituted by firms and other agents.

In the literature, there are studies which explore and conceptualise institutions mentioned
above. In this regard, some terms such as innovative milieu, new industrial spaces,
learning regions, etc were introduced in order to point out the importance of interaction
among firms in the process of learning and innovation. Some examples of the studies can

be listed as below;

e To begin with, one of the most well discussed examples is the industrial district
school (Pyke et al., 1990; Brusco and Paba, 1997; Becattini, 1990; 2002; Amin, 2000).
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Since industrial districts had the dynamic collective learning processes in supporting
innovation and growth within local milieu, the relationships between firms and the local
community play a key role in economic development. Therefore, the richness of
institutional support in a region has a crucial role in facilitating co-operation between

SMESs (Amin, 2000 cited in Mariotti, 2005, p.31).

e According to learning region writings (Morgan, 1997; Cooke and Morgan, 1998),
Cooke and Morgan (1998) emphasise the role of public institutions because these can act
as ‘facilitator’ of local innovation systems. In this context, public institutions identify the
points in the regional economy where knowledge creation and learning process can be
activated and provide the underlying environment or infrastructure which facilitates the
flow of knowledge, ideas and learningand promotes the creation of networks (Cooke and

Morgan, 1998).

¢ In terms of the innovative milieu approach (Aydalot, 1986; GREMI, 1991; Camagni,
1991, 1995), the main focus is on the role of ‘collective learning’ through formal and
informal relationships between firms and other economic actors. Thus, it is stated that
innovative milieu develops from the interaction of numerous players such as businesses,

political decision-makers, institutions and the labor (Strenberg, 2000, p.391).

e According to Scott (2000), regional systems such as Sillicon Valley or Emilia-
Romagna are important contexts for institutional approach because these regions have a
particular favourable entrepreneurial culture, in which key resources such as venture
capital and knowledge are shared through intensive networks. are important centers of

new information, knowledge and ideas in their industries of specialization (Maiotti, 2005,

p-31).

At this point, it is worthwhile to say that corporation and co-operation among different
agents highly depend on the power to influence behaviour and performance of other
agents. In reality, this power is exercised in various ways and for example is evident in
bargaining processes with other firms, labour and goverments. In this context, it is
appropriated to mention the types of corporate strategy, corporate structure & landscape

of counterveiling power and cluster externalities to corporate.
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2.2.2.2.1 Corporate Strategy

Corporate strategy refers to the idea that firms grow by implementing strategies.
Therefore, investment decisions of firms, the allocation of resources and selection of
policies ultimately drive the strategies (Ansoff, 1965, p.35). In this respect, formulation of
strategies can not be thought as independent from notions about the actual behaviour of
other organizations in the economy. This reveals the importance of the corporate strategy

in order to achieve long terms objectives of the firm.

In theory, although there are wide strategic choices for individual firms, these choices are
restricted by accumulated know-how, assets, expertise and by competitive advantages
with respect to production, marketing, technology, access to raw material or financing
(Hayter, 1997, p.162). Thus, each firm’s competitive advantage is firm specific, which is
not shared with other firms. However, joint venture based on corporation is expected to
eliminate such constraines and to provide firms to extend and share their accumulated

know how, resources, skills, power and size.

According to Hayter (1997, p. 163), there are several classification schemes of corporate
strategy. Figure 2.8 is the best well known scheme among classifications and implies the

relationship between the industrial direction of growth and existing activities of firms.

Corporate Strategies

'

Internal / External

[ | | I

Horizontal Horizontal Vertical
Integration Diversification Integration

Conglomerate

I Forwards ” Backwards I

Figure 2.8: Types of Corporate Strategy (Source: Hayter, 1997, p164.)
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With the help of Figure 2.8, one can understand that corporate startegies refer to four
types of integration namely vertical integration which refers to expansion to internalize
inputs and markets respectively, horizontal integration that is the expansion of existing
products to increase market penetration, horizontal diversification which means entry into
new products for the same market and lastly conglomerate growth that is the
simultaneous diversification of the product, markets and technology.

Clearly, the classification of corporate strategies should consider a comprehensive
perspective in order to be sufficient to explain the nature of industrial integration,
technological innovativeness and interaction with other firms. At this point, explanation

of corporate structure will be complemantary for corporate strategies.

2.2.2.2.2 Corporate Structure

In general, Caves (1980, p.65) defines corporate structure as the deployment of corporate
physical and human assets among its various manufacturing plants and offices and the
manner in which these operations are integrated and governed. In reality, corporate
strategies are closely intertwined with corporate structure because strategies emerge from
structures and in turn modify them. The most well known study that explores the
interdependence between structure and strategy is conducted by Chandler (1963). In his
study, the core idea is structure follows strategy thus corporate structures are adapted

following the implementation of corporate strategies (Figure 2.9).
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Corporate strategy (size and complexity) —— >

Corporate structure ——— >

Figure 2.9: The Corporate Structure Follows Strategy Thesis (Source: Hayter, 1997,
ple4.)

Chandler’s study is based on American experience and stresses that if a firm implements
strategies that create larger scale and more complex operations, this in turn will require
changes in the structures of the firm. Therefore, as some firms grow, entrepreneurial
functions are decentralized and individual entrepreneurs are replaced by groups of
specialised managers with supporting departments such as accounting, production,
marketing, design or personnel. In tandem with the decentralization of decision making

functions, firms develop new ways of integrating and coordinating diversified operations.

In summary, one can claim that (re)location decision of the firms is the outcome of the
interaction between structure and strategy of the firms that consider several integrations.
Following the structure and strategies, Hayter defines landscapes of counterveiling power

in order to explain the nature of competition among firms.

2.2.2.2.3 Counterveiling Power

In institutional landscape, (re)location decision of firms is interdependent rather than
independent. Therefore, a counterveiling landscape, dominated by a few big firms, occurs

as a power to dominate investment decisions, product, process innovations, access to new
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markets, resources. Hayter (1997, p.165) defines three model of landscapes of
counterveiling power; the locational overlap model, the exchange of threats model and

the spatial monopoly model.

The locational overlap model

The model is based on equally large rivals among the firms. In such a situation, branch

plant investments are expected to locationally overlap in order to gain a share of each

market or a share of particular natural resources (Figure 2.10).

Competition: the locatonal cwerdap model
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Figure 2.10: Competition: the locational overlap model (Source: Hayter, 1997, p166.)

The locational overlap of the firms can be thought as a response to risk and uncertainty
because firms who do not match the locational initiatives of rivals potentially forfeit sales,
profits in new markets and access to low cost resources in new supply areas (Vernon,

1985, pp.67-70).

The exchange of threats model

The locational overlap model is modified by the exchange of threats thesis (Vernon, 1985,
p-70). The essence of the model is based on the observation that firms in the same
industries but based in different core countires establish branch plants in the other country
(Figure 2.11). This situtiaton occurs when the leading firms in both countries are
threatened by the establishment of foreign owned branch plants in their home market so

firm prefer to establish branch plants in invading firms’ market. To illustrate, US based
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firms that established branch plants in Europe were similar industries to the European

based firms in US. As a consequence of the model, a croos investment occurs.

Competition: the exchange of threals model
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Figure 2.11: Competition: the exchange of threats model (Source: Hayter, 1997,
p166.)

The spatial monopol model

The core of the spatial monopol model is based on the collusion, although many forms of
collusion are illegal and not easy to identify. According to the model, collusion may be
observed in the form of shared participation that is based on the mutual aggreement
between rivals to invest in a region only if they do so together (Hayter, 1997, p.167).
However, in reality this is not the case every time. Therefore, according to Hayter (1997,
p-167), the most obvious examples of spatial collusion occur when firms agree to carve up

markets among themselves to create market cartels and monopolies (Figure 2.12).

Collusion: the spatial monogol model
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Figure 2.12: Competition: the spatial monopol model (Source: Hayter (1997), p166.)
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It should be noted that (re)location choice of the firms, discussed in models above, is not
only based on the bargaining among firms, but also depend on alternative bargains. In this
regard, contracts, or deals with labour, suppliers and consumers, and discuss options with
different levels of government on such matters as infrastructure provision, tariff levels,
taxes, subsidies, zoning, energy supply and environmental impact analysis are other
alternatives that are taken into consideration in bargaining process. At this point, cluster
externalities can be introduced as an example of alternative bargain in collaboration of the

firms.

2.2.2.2.4 Cluster Externalities

One of the most significant developments in economic geography during the past decade
has been the emergence of ‘clusters’ as a focus of academic research and debate
(Harrison, et all, 2003, p. 1045). As one of the focus of the economic geography, there are
some studies conducted to explore the relationship between cluster externalities and
industrial firm relocation’. Industry cluster policies are a current trend in economic
development planning because it regards the focus on enhancing local economic
development initiatives and promoting geographical clustering of firms (Le Veen, J.,

1999, p. 1).

Clusters represent a new way of thinking about national, state, and local economies, and
they necessitate new roles for companies, government, and other institutions in enhancing
competitiveness. The so-called ‘cluster’ concept represents one of the most popular
economic development approaches to addressing the tensions between globalisation and
localization which has emerged in recent years. It is originally articulated in the works of
Porter, Enright and others — though building on older traditions stemming from the work
of Marshall and the ‘innovative miliew’ research by the GREMI group. Porter (2000,
p-254) defines industrial clusters as a geographically proximate group of inter-connected
companies and associated institutions in a particular field, linked by commonalities and

complementarities.

" The recent well known study about cluster externalities and firm relocation is Nijkamp, P.,
Medda, F. and Rietveld, P. (1998), Urban Industrial Relocation: the theory of edge cities, 38th
Congress of the European Regional Science Association.
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The cluster concept has rapidly attracted attention from governments, consultants, and
academics since it was first proposed in 1990 by Michael Porter. Many governments and
industry organizations across the globe have turned to this concept in recent years as a
means to stimulate urban and regional economic growth. In this respect, Porter’s
“Diamond of Advantage” which comprises four factors has been introduced as a tool of
competitive advantage for firms. In the Porter’s diamond model, clusters advance through
four dimensions (1) strong and sophisticated local demand; (2) a local base of related and
supporting industries exist in the local economy to support the export industry; (3)
favorable factor (resource) conditions; (4) a competitive climate driving firm productivity
(Figure 2.13). This diamond determines which firms and industries had competitive

advantages.

Context
far Firm
Strategy

and Rivalry

» Alocal context that
encourages sustained
investment in upgrading

= . Vigorous competition

among locally-based
rivals
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— Physical infrastructura
— Administrative
infrastructure

« A core group of demanding
Related and local customers
Supporting « Unusual local demand in
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can be served globally
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- Information infrastructure » A crtical mass of . anticipate those elsewhere
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infrastucture isolated industries
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Figure 2.13: Porter’s ‘Diamond of Advantage’ (Source: Woodward, D., 2004, pp.8-9)

With its diamond model, Porter has argued that clusters should be central to any
competitiveness agenda, including developing and developed countries and competition is
a driving force behind cluster development. Clustering is a dynamic process, and as one

competitive firm grows, it generates demand for other related industries. In this context,
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cluster provides certain externalities for industrial firms that potentially act as pull factors

of firm relocation (Woodward, p. 2004, p.4).

e Potentially, clusters will enhance local competition, productivity, new business
formation, and innovation - leading to a virtuous cycle of development. Porter claims that
clusters have the potential to affect competition in three ways; by increasing the
productivity of the companies in the cluster, by driving innovation in the field and by

stimulating new businesses in the field.

e Clusters also increase the productivity with which companies can compete in an
increasingly more competitive global market. Clusters are industry led. Key private
industry stakeholders examine the changes and improvements that need to occur within
the cluster and then formulate a strategy that includes industry, government and
educational institutions. The philosophy behind clusters is that large and small companies

in a similar industry achieve more by working together than they would individually.

e Industrial clusters or geographical concentration of firms can generate various
advantages for small firms, from agglomeration economies to joint action benefits. The
cluster model emphasizes internal linkages, whereby cluster gains are furthered by local
firm cooperation, local institutions and local social capital. The growing evidence on
small firm clusters in developing countries competing in local and global markets has

driven much of the policy enthusiasm on promoting clusters.®

e Clusters are also said to be marked by a strong sense of common social identity. This is
often based on shared norms or common notions of community that lie in ethnic,
religious, regional or cultural identities. This can result in local social capital that
strengthens cluster ties, fosters trust between local actors and promotes local cooperation

and support.

In the light of the contemporary relocation theories, cluster externalities provide spatial
interrelationships between firms and provide firms to engage in different kind of bargains

with labour, government, business and technology. Moreover, it is expected that firms

® Industrial Clusters and Poverty Reduction, p.v, Towards A Methodology For Poverty And Social
Impact Assessment Of Cluster Development initiatives, United Nations Industrial Development
Organization Economy Environment Employment, Vienna, 2004
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fully participate in information and research networks, supply chains, firm especially

SME collaboration.

To sum up, it should be highlighted that the softer factors defined by institutional theory
such as networking, collaboration are determined and directed by state implementation
rules. In this respect, norms and rules such as planning regulations or OIZ laws are the
most important tools that are influential in locational choice of local industrial
agglomerations. Thus, from the scope of institutional theory, it can be stated that
relocation decision is externally determined based on the state policy, planning
regulations, incentives or law of industrial zone. Moreover, neoclassical costs saving
relocation factors were substitute by softer factors such as trust, social capital, network and
so on which are advocated by comtemporary approaches such as behavioural, institutional

and evolutionary theories

2.2.2.3 The evolutionary approach

Evolutionary approach has not drawn major attention in economic geography as other
approaches discussed so far because scholars have contextualized evolutionary approach
as the same with institutional approach (Mariotti, 2005, p.31). Moreover, the appliciaton
of evolutionary theory to firm industrial relocation studies is in early stage of
development, therefore this section aims to link between evolutionary approach and

relocation.

Evolutionary approach explains firm relocation based on Darwinian biology which refers
to certain spatial concepts such as variation, selection and path dependence. In this
context, the theory states that path dependence and routines that firms already
experienced have deterrent effects on relocation activity due to the lack of experience in
the field of activities (new products, new techniques and new markets) in new location.

(Brons and Pellenbarg, 2003 cited in Mariotti, 2005).

In line with this argument, it is seen that firms eliminate unknown risks by maintaining
the path on using knowledge and experience acquired in existing markets (Boschma,
Frenken and Lambooy 2002; Brons and Pellenbarg 2003, p. 15). The main reason behind
such an issue is that the knowledge is accumulated through constituted learning (i.e.

learning by doing) that are built within particular environment and in firm’s relationship
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with other firms and other actors (Amin, 2000, p.151). Thus, firms are less willing to
move out of their local context because they compete on the basis of their knowledge,
routines and competencies that are built up in the past (Boschma and Frenken, 2004). As
a result, evolutionary approach explains the reason behind spatial agglomerations of firm
from a historically bound concentration of knowledge rather than individual firm

rationality.

To sum up, although evolutionary approach has not provide certain statements on
relocation yet, it proposes a link between relocation and path dependence; firms are less
willing to relocate because of path dependence and inertia. This is the well known

contribution of the approach to the relocation literature.

2.3 COMPARISONS and CONCLUSIONS

The above-mentioned schools of thought (neo-classical, behavioural, institutional and
evolutionary) on (re)location provide the theoretical background for studies of firm
relocation. Before the 1960s, the neoclassical approach provided a conceptual framework
of the relocation theories. In this respect, the goal of the theory is based on the search for
optimal location based on location factors. However, the approach became less adequate
to explain the growth of large enterprises. Therefore, the rapid growth of new
manufacturing establishments provoked an academic interest based on decision making
process of (re)location. Behavioural location theory, which focuses on the behaviour of
the firm taking into consideration limited knowledge, control of the environment,
irrtationality of perception and behaviour, is the result of such a process. Particularly, in
the 1960s most firm migration studies have used behavioural approach since neoclassical
location theory has been criticised as being unrealistic and not reflecting real world

circumstances (Mariotti, 2005, p.33).

In the 1970s-1980s, rules, norms, society’s cultural institutions (trust, social capital),
value system and innovation have become the rising concepts which constitute the main
elements of the institutional approach. In this regard, the approach stated that the
relocation decision of the firms is the result of the firm negotiations with a variety of

actors in terms of local, regional, national or international.
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In the 1990s, with the changing economic and political structure, regions and cities have
become the key arenas for economic growth. The dominant approach on firm relocation
studies in this era is based on evolutionary theory. The theory comes up with the idea that
implies the affect of the routine behaviour of the firms on the decision making process of
relocation. This theory has shown that firms are unwilling to to change location because
they compete on the basis of their past experiences in terms of knowledge, routines and

competencies (Mariotti, 2005, p.34).

After reviewing the (re)location theories, it might be possible to argue that neoclassical,
behavioural, institutional and evolutionary approaches complement each other rather than
exclude each other. This leads to a tendency to combine different approaches to explain a
phenomenon. In this respect, a multidimensional approach can be introduced to explain
the firm relocation phenomenon in GOIZ. In literature, there are empirical studies on firm
migration, particulary conducted in Netherlands’, which explains the firm relocation with
such a perspective. The stated preference of firms with regard to migration in those

studies is related to a set of variables according to the subdivision in four categories:

(i) location factors (site and situation);
(i1) internal factors (information, abilities, labor);
(iii) institutional factors (network, policy, trust)

(iv) external factors (path dependence, routine).

The suggestion above is a combination of four school of thought that provide four main
categories of factors influencing firm relocation that constitute the basis of a

comprehensive approach.

Those main categories of factors influencing firm migration has been broadening by
adding the pull and push factors classification to the study. In this context, the factors
determining the attractiveness of a site for firm relocation is defined as pull factors; while
the action from the current location to a new one when the first is no longer inside the
spatial margins to profitability is defined as push factors. By doing so, the study provides

a comprehensive perspective that is helpful to analyze the relocation process of the firms

? The studies are conducted by P.H.Pellenberg, L.G van Wessen and L.van Dijk (2000) from
University of Groningen, I. Mariotti (2005) from University of Groningen and Pen (2003).
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Table 2.2: Firm’s factor influencing relocation

Theoretical Framework Key concepts/factors Variables

Neoclassical Theory

Market situation, cost-reduction

(Location factars)

Firm size, Cwnership pattern, Additional
space to grow, Accessibility, Parking lot,
Space quality, Cost of production, Rent
contract, Maintainance cost

Behavioural Theory

Infarmationdabilitiesdperceptiondimages

{Internal factars)

Firm decision on organization of
production space, Information on
alternative production spaces,
Acquisition,Labor, Capital stock

Institutional Theory

Metworks, rules, trust, social capital

(Institutional factors)

The location of supplier of raw
material customer, firms in the same
sector, Metworks, State policy on

Evolutionary Theory

Path dependence, routine

(External factors)

Proxy of knowledge spillover, entry and
exit ofthe firms in a new market, age
and parent campany
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CHAPTER 3

A HISTORICAL REVIEW ON FIRM RELOCATION
STUDIES

3.1 INTRODUCTION

In this chapter, the main aim is to review studies on firm relocation from the end of Word
War 1II to the present. Studies on firm relocation can be explained based on two major
periods; from 1945s to the 1980s and from 1980s to the present. In the former period, the
studies on relocation of economic activities provided significant dimensions in the
Northern and Western Europe and in the USA. In most of the studies, the analyses of
locational processes and decentralization of production activities are matched with the
analyses of industrial location policies (Ciciotti, 1998 cited in Mariotti, p.48, 2005).
Therefore, the core interest of the research in this period can be summarized as to
examine the impact of firm relocation processes on local and regional economic structures

and the possible influence of local and regional policy instrument on firm relocation.

Different from the former one, the period from the 1980s to the present was characterized
by a reduction of core-periphery relocation and by a diminishing interest in the role of
regional policy on this phenomenon. Studies on core periphery relocation were substituted
by international relocation because firms seeking to reduce production costs relocate

activities to low-wage countries.

The present chapter deals with the processes of industrial decentralization and sub-
urbanization in the period spanning 1945 to the 1970s, and firm migration literature from

the 1980s to the present. Besides, new research interests are presented.
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3.2 STUDIES BETWEEN YEARS 1945 -1970s

The first study on firm migration was published in 1949 by McLaughlin and Robock
entitled Why industry moves South. The main focus of the book is on the movement of
American manufacturing firms from the north-east to the southeastern states in the mid-
century due to the low cost of labor and existence of less active trade unions in the
southeastern states (Pellenbarg et al., p. 11, 2002). In this respect, this study highlights the
influence of high labor cost and militancy on firm relocation in the USA. Followingly,
Garwood (1953) conducted a study that investigates influence of factors such as markets
and materials on firm relocation to Colorado and Utah. There are also studies emphasising
the importance of internal factors in firm migration. Those studies were undertaken by
Mueller et al. (1961) in the state of Michigan, and the UK studies of Luttrell (1962),
Cameron and Clarke (1966), Keeble (1968), Howard (1968) and Townroe (1972).

During the 1950s and 1960s, firm migration literature mainly refers to the USA and Great
Britain. However, after 1970s other European countries entered firm migration literature
such as Germany (Bade, 1983), the Netherlands (Molle, 1977, 1983; Kruyt, 1979;
Pellenbarg, 1976; 1985), France (Aydalot, 1978; 1983), Italy, with a particular focus on
the Mezzogiorno (Saraceno, 1980; Camagni, 1983), Sweden (Soderman, 1975) and
Denmark (Christiansen, 1978).

Although the firm migration studies became more internationalized than previous periods,
in the 1970s most international publications on firm migration still are UK based.
According to Armstrong and Taylor (2000, p.370), the main reason of the UK dominance
in the literature is about the regional policy in the 1960s and 1970s since UK regional
policy relied heavily on steering manufacturing industry into assisted areas using the
instruments of location controls, capital subsidies and labour subsidies. In fact, the British
firm relocation studies are just part of the numerous studies in this period which attempted

to estimate the effect of such policy instruments on the economy of the assisted areas.

In the 1980s, the book Industrial mobility and migration in the European Community by
Klaassen and Molle (1983) presenting a collection of studies on firm migration in Europe
in the period 1955-1975, including Belgium, Greece and Ireland was the milestone of
firm migration studies. Through this book, firm migration is described for each country
together with the influence of regional policy on firm migration. An interesting outcome

of this European comparison is that all countries present the same bi-partition of firm
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migration: “industrial decentralization” (long-distance moves, often involving the opening
of new branches — partial relocation) and “industrial suburbanisation” around the larger
urban agglomerations (short-distance moves, mostly total relocation). Figure 3.1
demonstrates the study’s generalized impression of the long distance decentralization

processes in Europe (Pellenbarg et al., 2002, p.15).

Figure 3.1: Industrial Migration Patterns in the European Community in 1955-1975
(Source: Klaassen and Molle, 1983)

Industrial decentralisation and suburbanisation are indeed the results of two regional
policies, adopted in most of the European countries from 1945 to the 1970s (Mariotti,
2005, p. 49). While the industrial decentralisation policy supported the redirection of
growth from the central to peripheral regions that were lagging behind, the industrial
suburbanization policy promoted urban renewal and firm relocation to the outer zones of
the cities and beyond in order to cope with the rapid demographic and economic growth

of the core areas. To sum up, in this period transfer work and prosperity to lagging
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regions, easing congestion, labor market and space capacity problems were the main

driving forces behind the firm relocation processes (Pellenbarg et al., 2002, p.16).

It should be noted that the research projects on firm migration in this period are mostly
concentrated on manufacturing industry since it is the most mobile sector and the main
target sector for regional development. However, from the point of Mariotti (2005, p.49)
those studies published have pointed out the lack of data on long-distance movements and
the authors Klaassen and Molle complain about the absence of firm migration registration
systems. The only countries owning firm migration databases at that time were the

Netherlands and the UK, which allowed them to analyse long-distance moves.

3.2.1 Industrial decentralisation

As mentioned in the previous paragraphs, industrial decentralisation and suburbanisation
are two regional policies that constitute the considerable research of that period. The core
studies on industrial decentralization, mainly in the UK, can basically be listed as
Howard, 1968; Keeble, 1971, 1972; Spooner, 1972, 1974; Sant, 1975; Moore et al., 1977,
1982, 1986; Townroe, 1979; Nunn, 1980; Forthergill and Guy, 1990 (Mariotti, 2005, p.
50). Actually, the presence of two databases managed by the Department of Industry-
Board of Trade (later the Department of Industry and now the Department of Trade and
Industry): Record of Movement (ROM) and Register of Openings and Closures (ROC)
made those researches possible. While the former data provides the industrial movements
(partial and complete) in the UK in the period 1945-1965, the latter, the more
sophisticated one, was able to examine the vital issue of closure and survival to maturity

based on its more comprehensive data in the period 1966-1980.

ROM and ROC series data were used in the following studies (Mariotti, 2005, p.50);

e Moore et al. (1977, 1982, 1986) which used movement data to explore the
effectiveness of various forms of regional policy in creating employment.

e The work of Keeble (1971, 1972, 1976, 1978) was based to the debate on industrial
movement during the 1970s. In one of his works (1976), Keeble distinguished between
the movement patterns of small and large firms, with the former moving much shorter

distances than the latter — the so-called “dual population” hypothesis.
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e  Sant (1975) explore the characteristic features of origins and destinations by using the
data.

e Spooner (1972, 1974) showed that in peripheral regions such as Cornwall, Devon
and Wales more than a quarter of total employment in manufacturing was to be found in

firms which immigrated there in the first post-war decades.

Although the ROM and ROC series were influential in most of the researches conducted
in that period, there were also the shortcomings; it seriously tend to under-record short-
distance moves and moves of small plants (Townroe, 1983). Lloyd and Mason (1979)

demonstrated this shortcoming in their own studies for North-West England.

Different from the previous studies, in the studies of Townroe (1973, 1975), Cooper
(1975) and Luttrell (1962) the main focus was on the decision-making processes of
manufacturing relocation activities. The most important contribution of those studies is
the exploration of push and pull factors in the decision to move and in the choice of

location.

Another research may be considered as florescence of industrial decentralisation research
is conducted in the Netherlands. The research, SISWO Report, was published rather early
(1967) but very comprehensive industrial migration report based on the company records
of the provincial economic technological institutes. The report primarily focuses on the
firm characteristics that migrate with more than 10 employees in the period 1950-1962.
The most considerable result of the report is about the motivation behind the firm
migration; industrial decentralisation was promoted by regional policy and physical

planning (Mariotti, 2005, p.50).

Following the previous studies, Camagni and others (1976, 1983) published results of
firm migration research in Italy. In the studies, the main aim was to describe the
decentralization of large state-owned plants from the centre-north to the Mezzogiorno, the
main target area for Italian regional policy, on the basis of the Cassa per il Mezzogiorno

Reports and CESAN47 (1978) (Pellenbarg, 2002, p. 15).

To sum up, industrial decentralization in this period is mainly the result of the regional
policies that aim to encourage new industrial settements. Therefore, the studies mentioned

above focused on the location choice of plants.
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3.2.2 Industrial suburbanisation

In industrial suburbanization studies, the main focus is on short distance migration. The
underlying causes can be related to the process of sub-urbanisation of firms, propelled by
space shortage and increasing land prices in large cities, parking problems, and growing

congestion on city roads and beltways.

The studies on industrial suburbanization are mainly conducted in the UK, the
Netherlands and Italy. In industrial suburbanization studies, the dominance of the British
studies is observed. The factor that explains the situation is the availability of complete
and reliable data on firm relocation on a national basis. The most well known industrial
suburbanization studies in UK can be listed as Keeble, 1968, 1978; Gripaios, 1977;
Wood, 1974 for London; Cameron and Johnson, 1969 and Cameron, 1973 for Glasgow;
Lloyd and Mason, 1978 for Manchester; Elias and Keogh, 1982; Forthegill and Gudgin,
1982; Forthegill et al., 1985 for the inner city areas of Great Britain (Mariotti, 2005,
p-51). These studis mainly deal with service activites and smaller firms. According to
Mariotti (2005, p.52), there are mainly three groups of studies explaining suburbanization

in UK.

The studies in the first group have a concern on general employment growth of the
service sector across almost all cities and regions. The main reason behind this issue is the
expansion of public sector consumer services while there is the decline in manufacturing

employment.

In the second group, the studies focused on factors that motivate service sector location

such as the decentralisation within urban regions.

Finally, studies in the third group focus on the decentralisation of offices out of Central

London subsidised by the Government in order to overcome London’s problem of
shortage of office space (Hall, 1972; Daniels, 1969; Manner and Morris, 1986 cited in
Mariotti, 2005, p.52).

To sum up, the studies conducted in UK find that migration of offices can be categorized
as short distance spillover from the key conurbations and there is observed scarcely any

movement towards other regions.

49



In the Netherlands, as mentioned previously the SISWO report (1967) can be regarded as
the basis of firm moves from urban centres to municipalities or to rural places. Moreover,
there are also studies based on macroeconomic analysis on the migration data and
industrial overspill around some of the large urban agglomerations (Molle, 1977, 1983;
Pellenbarg, 1985). Finally, Pellenberg (1976, 1985) provide a more realistic picture about
industrial suburbanization and argued that the gradual rise of income and education levels
in the 1960s and 1970s, especially in the more peripheral parts of the country, effectively
diminished the potential of such regions to attract industrial branch plants, many of
which are routine production facilities looking for cheap and low skilled labour locations.
Following this statement, it can be stated that in the course of 1970s the importance of the
labour market motive for long distance movements decreased. Due to the economic

recession labour shortages rapidly disappeared around the world.

In Italy, on the other hand, Mariotti claims that industrial suburbanization has
characterised most of the moves in Italy in the period 1945-1970s too. As Camagni
(1983) stated, “in the Italian experience, industrial migration has mainly been a short-
distance phenomenon, being confined in most cases within a municipality or a
metropolitan area, or a radial pattern”. Other studies concern the metropolitan areas of
Turin region (D’ Agostini and Lisciandra, 1984) with a particular focus on the influence of
local land use policy on industrial mobility. According to Pen (1999), those studies stands
out because they combine government influence on firm relocation in the context of
regional policy and other policy types such as environmental policy, urban renewal policy

and local development policy in order to describe industrial suburbanization.

3.3 STUDIES FROM THE 1980s TO THE PRESENT

In the 1980s, firm relocation studies concentrate more heavily on the urban level rather
than focusing on the balance between central and peripheral regions in a national context.
Therefore, one can claim that there is a shift from the regional to the urban level in firm
relocation studies in that period. Furthermore, the core urban regions were viewed as the
engine of economic growth and less attention was given to redistribution policies

(Pellenbarg et al., 2002, p.19).

In the period covering 1980 to the 1990s, the literature mainly refers to the policies such

as urban renewal policy which promoted the short-medium relocation of offices from the
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large metropolitan areas (i.e. London and Amsterdam). In Pellenbarg’s statements, the
main reason behind the popular urban renewal policy is related to the outplacement of old
industrial plants that motivate to create new space for urban development (2002, p.20).
On the other hand, the research on international firm migration seems to substitute the
core periphery literature. Moreover, as Mariotti (2005, p.53) classified, other two research
interests were common in 1990s, one focusing on the relocation decision-making process,
the other testing the hypotheses derived from the location theories with the help of

statistical methods.

3.3.1 Intra-regional moves

Intra regional moves conducted in the period between 1983 and 1992 mainly focus on the
decentralization of offices from Central London (Jones et al., 1990); the South-East
region and London area (Murray, 1988; Prism Research and Liverpool University, 1992)
and Amsterdam and Rotterdam (Ebels, 1997). The main finding of these reports is that
short distance moves are the main character of office based intra regional moves

(Mariotti, 2005, p.53).

In 1990, the public policy that gave priority to an even distribution of employment
changed the pattern of office movements in London and as a result of the policy there was
a decrease in office moves to the outer London while increase in relocation of government

departments.

Apart from London, there are also studies conducted in the Netherlands and Italian
countries. In case of the Netherlands, the study conducted by Ebels (1997) showed that
urban renewal policy matters in terms of the firm migration in the cities of Amsterdam
and Rotterdam. Moreover, a study that focused on relocation of the firms in Randstad
showed that the main reasons behind relocations of the firms in study were mainly related
to physical constraints on the establishment’s development (such as lack of space, better

premises) rather than to deficiencies in the area (Mariotti, 2005, p.53).

As another study, Milan metropolitan area and Central Veneto region are the cases where
Bramezza and Gorla (1995) conducted their study about competitiveness. The main result
of the study is that the relocation tendency differentiates based on the competitive power

of the region. Milan where foreign firms which aim to penetrate the Italian market are
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more likely to choose as their first location for their subsidiary is regarded as much more
attractive high order business functions while firms located in Central Veneto region that
has local firms are more willing to leave the area (Bramezza and Gorla, 1995 cited in

Mariotti, 2005, p.53).

3.3.2 International moves

Core periphery relocation studies have been substituted by the studies focused on the
internationalization strategies of SMEs and integration to the global market strategies of

local production system in the last decade.

In this part, international relocation studies will be explained based on the classification of
the study by Mariotti. According to the author, the existing studies on international

relocalisation can be grouped into the following three main categories:

(i) studies which present a description of the process with reference to the sectors

involved and analyses the internationalization strategies;

The other groups mainly focus on foreign direct investment and multinational enterprises.
Moreover, analyses the affects of such foreign based investments on home and host

countries.

(ii) studies investigating the effects of the internationalisation process on the home
country;

(iii) studies investigating the effects on the host country.

(i) Studies in first group mainly focus on the globally integration strategies developed by
the firms in Europe. In terms of the firms in the Netherlands, the main motivation behind
the cross border migration is cost oriented'’. Similarly, an enquiry in Germany in 2003
brought up that the cost saving issue is the substantial factor of the international relocation

of the firms.

10 For further information about the firm relocation in the Netherlands; Deloitte & Touche (2002,
2003, 2004) Industry Group Manufacturing I, II, Il Made in Holland.
Pellenbarg and Van Steen, 2003, Spatial perspectives on firm dynamics in the Netheralnds.
Tijdschrift Voor Economische en Sociale Geografie 94 (5), pp.620-630.
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(ii) Studies in the second group firmly analyses the affects of foreign based investments

on the local production system, or the industrial district. In this aspect, following issues

are concerned in the studies (Mariotti, 2005, p. 55);

® whether production by foreign affiliates of a home country’s firm is a substitute or a
complement to home-country production by the parent firm or by other home-country
firms (i.e. Blomstrom and Kokko, 2000; Lipsey, 1994);

® the impact of foreign activities on domestic employment structure and on the wage
differentials (i.e. Slaughter, 2000, Head and Ries, 2002; Brainard and Riker, 1997);

® the impact of foreign activities on the labour intensity of home production (i.e.

Blomstrom et al., 1997; Fors and Kokko, 1999; Lipsey, 1999; Mariotti et al., 2003).

As main results of the studies mentioned above, there are certain labor oriented
differences between investing in less developed and advanced countries. According to
Mariotti (2005, p.56), while firms prefer to invest in less developed countries tend to
reduce the labor intensity of the home production because labour intensity activites are
relocated abroad; firms invest in advanced countries expect to increase highly skilled

workers in its production system.

(iii) Finally, the studies in the third group focus on the affects of FDI on the host
countries. In this context, the main concern is to analyse whether there is a change in
welfare in the host economies as a result of the introduction of new technologies and
innovation, new managerial techniques, skills (Caves, 1974; Perez, 1997), capitals, new
jobs created/safeguarded and the establishment of local industrial sectors (Haddad and
Harrison, 1993; Markusen and Venables, 1999) (Mariotti et al., 2003).

3.3.3 New research interests

In the nineties, the interest in firm relocation as a panacea for regional development has
faded and instead, it is now felt that regions should create the conditions for innovation
and creation of new economic activities (Pellenberg, 2002, p.20). In other words, firms
are expected to develop their endogeneous potential that refer the contemporary tools of
regional development such as regional agglomeration effects, endogenous growth,
regional knowledge networks, and learning regions. In this process, developing
endogenous potential in maturity or new and small firms to larger corporations is
considered as a locational strategy for removing restrictions to firm growth.
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The new viewpoints in relocation policy coincide with a new research theme which
emerged in 1990s. The research in this period has focused on the process of firm decision
making (Pellenbarg, 2002, p.23). Studies on decision making process of the firms
investigate how relocation decisions are really made. Therefore, several stages in decision

making process are described in the studies.

The first study that considers how decision processes regarding firm migration develop in
detail is conducted by Townroe in 1970s. In chapter two, it is already indicated that the
investigation on decision making process of the firms springs from the behavioural
approach. Townroe, representing this approach, developed a model consisting of five
successive decision stages: a) stimulus; b) problem definition; c) search; d) formulation
and comparison of alternatives; and e) choice and action. The choice stage was further
divided into eight subsequent steps (Townroe, 1973 cited in Pellenbarg, 2002, p.24).
However, the knowledge about relocation decision process stayed descriptive and

difficult to apply the empirical research.

A more practical application of decision making process of the firms is developed by
Louw (1996) in his PhD thesis. In the thesis, Louw focused on the relocational choice of
migrating firms in the Netherlands by dividing the process in three phases namely an
orientation phase, a selection phase and a negotiation phase (Mariotti, 2005, p.56). The
spatial factors (geographical position, accessibility, parking possibilities, proximity of
facilities and public transport and the quality of the environment) play an important role
on the first two phases of the decision making process (orientation and selection), whereas

financial and contractual factors are getting more important in the third phase (Table 3.1)

Table 3.1: Factors in the location search process, mentioned by managers

Phase: orientation selection negotiation total
Factor:

Building factors 15.3 123 7.1 11.9
Functional factors 194 18.4 71 16.1
Technical factors 31 4.2 20 34
Financial factors 22 4.2
Location factors 12.1 323
Other factors . . 19.2 13.8
Total 100% 100% 100% 100%

Source: Louw (1996) in Pellenbarg, 2005, p.25.
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Pen (1999, 2000, 2002) who followed the approach of Louw conducted an extensive
enquiry in order to apply a more comprehensive factor analysis. The main result of his
study is that the relocation process is triggered by a combination of firm internal and
external developments and not in the first place by lack of space for expansion and
accessibility per se (Pellenbarg, 2002, p.26). However, similar to the previous studies
mentioned above, this study also uses the tools of descriptive methods therefore the

studies are criticised in terms of its descriptive nature.

The recent studies have a different character compared to the previous ones in terms of
methodological issues. The studies by Van Dijk and Pellenbarg (2000) and Brouwer et al.
(2004) use the tool of statistical methods. In their study, the affects of firms’ factors,
namely internal, external and location, on the probability to relocate by using data on firm

relocation are investigated (Mariotti, 2005, p.57).

The main result of the study by Van Dijk and Pellenbarg (2000) is that the relocation
decision of a firm is mainly determined by firm’s internal factors (i.e. economic sector,
firm size and previous migration behaviour) and to a lesser extent by site-related factors

(i.e. location, accessibility levels, ownership of the building).

Another study worthwhile to be mentioned concerns the research carried out by Brouwer
et al. (2004). The result of the study stated that the relocation factors can be linked to the
neoclassical, behavioural and institutional theories. In terms of neoclassical theory that
implies the affect of location factors on firm relocation, the study find that location factors
such as market size and region of location play a role in the decision to relocate.

Therefore, firms that serve larger markets are more likely to relocate.

From the perspective of behavioural theory, the result shows that relocation propensities
decrease with the firm's size and maybe also with the age of the firm. According to
Mariotti (2005, p.56), this result is plausible because larger firms have to incur higher

sunk costs whereas older firms are more embedded in their spatial environment.

Finally, in line with institutional theory and firm demography literature, results of the
study states that changes in the number of employees, either positive or negative
encourage firms to relocate. Moreover, findings of the study also imply the influence of

external factors that is linked to evolutionary theory in firm relocation. In this respect, the
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study states that firms that are involved in a merger or an acquisition activity are much

more likely to relocate than other firms.
To sum up, the new research interest in the last decade has shifted from focusing on

solely one relocation approach to promoting research based on eclectic perspective that

comprises traditional and contemporary relocation approaches.

3.4 CONCLUSIONS

One can conclude from the firm relocation studies literature that the core interest in firm
relocation studies differentiate based on the periods. It is possible to define three periods

whose core interest of the relocation study differentiates (Table 3.2).

Table 3.2: Core Interest in Relocation Studies in Different Periods

- 19455-1970s 1980s 1990s-2000s

Relocation decision making

The causes of firm process by using comprehensive
Migration of the
(010 XV @1/ [l migration in terms of methods (a combination of
firms at the urban
interest core periphery level relocation approaches),
eve
relations international scale of firm

migration studies.

The first period comprises the period between 1945 and the 1970s. The main interest of
the studies in this period is based on analysing the causes of firm migration in terms of
core periphery relations. In this respect, the studies investigate which push and pull
factors impact firm migration. As mentioned previously, there is UK dominance in firm
migration studies in this period because of the fact that British regional policy relied
heavily on steering the manufacturing industry into assisted areas using the instruments of
location controls, capital subsidies, and labour (Armstrong and Taylor, 2000 cited in

Mariotti, 2005, p.57).
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In the second period which refers to the 1980s, the interest shifted from core periphery
relocation studis to the studies concentrated more heavily on urban agglomerations. The
main reason behind the change interest is about the change in the type of relocated firms.
In the 1980s, firms that are relocated mainly perform in service sectors because of the
business expansion in urban areas. Identifying the pull and puch factors behind the

relocation motivation of service firms is the core issue in that period.

Different from the core interest in the previous periods, in the 1990s-2000s, the new
research interest has focused on the analysis and investigation of relocation decision-
making process; and additionally a deductive method that is based on testing hypothesis

derived from literature.

Particulary, Pellenbarg (2002) and Mariotti (2005) conducted deductive method based
studies and the results of their studies revealed the fact that firm’s decision making
process can be explained comprehensively by focusing on the factors that are supported
by different schools of relocation thought. Apart from decision making process,
international scale of firm migration is another issue that keeps the attention of the
authors. In this respect, the fact that the gradual replacement of domestic service firms
with foreign ones coincides with the transfer of production activites abroad brings the
questions to the minds; what will be the economic and social consequences of this
replacement in the countries of origin and destination and whether it is a threat or an

opportunity for the local production systems.

3.5 CONCLUDING HYPOTHESES

In this section, hypotheses related to the firm’s relocation decision are proposed on the
basis of the theoretical firm relocation literature reviewed in the previous sections. The
hypotheses are derived from the theories mentioned above and refer to specific observed
variables influencing firm relocation which can be grouped into four categories: internal,
external, institutional and location factors. These variables have been adopted in the

empirical section.
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Hypothesis 1: Firm’s mobility is expected to decrease with the size of the firm.

This hypothesis is formulated based on the arguments of behavioural theory, which states
that firm size is influential in firm relocation decision making process. The main reason
behind such an argument is that small size firms have a higher tendency to relocate
compared to the large size firms because the cost of relocation is higher for large firms
while in case of small size firms it is vice versa. The reasons of low relocation cost for

small size firms can be listed as (Mason, 1980 cited in Brouwer et all, 2004, p.338):

(1) they have less demanding premise requirements and less capital investment to write
off:

(2) small firms make a series of small locational adjustments and select the first minimum
requirement site which they find, while large firms make infrequent large locational
changes;

(3) small firms are much more affected by redevelopment;

(4) large firms have more flexibility in accommodating expansion (Mason 1980).

Furthermore, as the ‘incubator theory’ shows, in the first stage of their life, small firms
tend to locate in the inner city of the metropolitan areas to benefit of the agglomeration
economies (Hoover, Vernon, 1959; Lichtberg, 1960; Vernon, 1960). However, as they
grow and need more space to expand their production, they tend to move out of the
center, because of the increased cost of the central location (land and congestion costs)

(Ciciotti, 1998).

Hypothesis 2: Firms that have certain networks with international markets are

expected to be more mobile.

Firms may experience structural changes in their life that can lead to firm relocation.
Firms that experience either growth or decline need to find new premises. Changes such
as merger, acquisition and takeover can modify company’s structure and management. In
particular, acquisition or merger with foreign firms and joining international networks are
alternatives to new site location decisions because they provide for faster, large-scale and
less-risky growth (Hayter 1997). In particular, the acquisition of foreign firms is the main

strategy adopted by firms willing to relocate activities.

58



Hypothesis 3: Although ‘contemporary’ factors (i.e. internal, institutional and external
etc.) which have become important by the 1980s seem to have played more important
role in firm relocation, traditional location oriented relocation factors are expected to

be significantly important determinants in firm relocation.

The traditional approach advocates cost-related measures (i.e. regional incentives) to
speed the development of the depressed areas by inducing core-periphery relocation. As a
consequence, the neoclassical location factors are mainly cost oriented (i.e. transportation
cost, labour cost and market). Instead, the contemporary approach focuses on integrated
development plans and strategies designed to and delivered by a partnership between
regional and local players. It favours soft measures aiming to improve regional
competitiveness and the business environment and those measures provide certain
externalities that facilitate the clustering of firms based on complementarity rule focusing

on different regimes such as technical similarity or geographical proximity.

The contemporary approach refers to behavioural, institutional and evolutionary theories
according to which firm’s relocation determinants are associated to ‘internal’ (i.e.
perception and images), ‘institutional’ (i.e. networks) and ‘external’ (i.e. path

dependence) factors, respectively.

However, empirical evidence shows that boundaries between the traditional and the
contemporary approaches are not so well defined and that the legacy of the old framework
still survives. Even in contemporary-approach oriented factors, in fact, some of the tools

typically labeled as “traditional”, such as land cost, are widely used.

Hypothesis 4: The reasons that push the relocated firms in GOIZ from the previous
locations and pull the firms to Gebze Organized Industrial Zone are expected to

differentiate according to the firm size, sector and previous locations.

With the hypothesis, it is expected that there are causal relationships between firm
characteristics and pull/push factors to relocate. In this context, the factors determining
the attractiveness of a site for firm relocation is defined as pull factors; while the action
from the current location to a new one when the first is no longer inside the spatial
margins to profitability is defined as push factors. By doing so, the study provide a
comprehensive perspective that is helpful to analyze the relocation process based on firm
characteristics.
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CHAPTER 4

THE RELOCATION OF INDUSTRY IN THE
CONTEXT OF ISTANBUL CITY REGION

4.1 INTRODUCTION

Istanbul, as one of the major dynamic cities both in urbanization and industrialization
processes in Turkey has been living a rapid transformation and change in economic and
social structure. Especially, during the last decade planning authorities of Istanbul put a
high emphasis on the integration of Istanbul into the world market in order to facilitate the
progress serving international financial service. In this respect, Istanbul has witnessed the
flow of social and cultural movements, economic restructuring etc. In economic terms,
the idea of substituting the industrial sector with the service sector has increasingly gained

prevalence.

The relocation of industry to the peripherial areas of Istanbul, particularly to Gebze, Corlu
and Cerkezkoy which are defined within the city region of Istanbul'', has led to the
reshaping of not only Istanbul but also several cities and regions within the city-region of
Istanbul (Figure 4.1). At this point, it is vital to examine the main factors which promote
the relocation of the firms from Istanbul to the peripherial areas, namely in the study

Gebze Organised Industrial Zone in order to understand and explain the industrial firm

" Istanbul City Region has been defined on the basis of global and regional potential of the city at
the central government level in the 8th Five-Year National Development Plan: Regional
Development Report and The Greater Municipality of Istanbul set spatial development strategies
based on this definition. In this context, Istanbul City Region is defined based on socio economic
interdependencies and production-consumption linkages. Therefore, city region includes Kocaeli,
Tekirdag, Bursa, Yalova and Sakarya Provinces.
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migration in a rational way. Before analysing the factors of firm relocation, this chapter
presents a brief historical review on industrial development in Istanbul and in which
context GOIZ has emerged as a new industrial development centre. Therefore, this
chapter will remain as introductry for the case study and aims to shed light on industrial

relocation in a historical context.

E IL arini
E ILGE shaR
Iil IL mERxER
Iil LgEMERKEE
D METEOROLITEM BOLGE
- METROPOLITEN ALAN

Figure 4.1: Istanbul Metropolitan Area and Istanbul City Region (Source: Istanbul
Metropolitan Planning Regional Planning Report, 2006, p.91)

4.2 A BRIEF HISTORICAL REVIEW OF INDUSTRIAL DEVELOPMENT
IN ISTANBUL AND ITS CITY CENTER

4.2.1 Industrial Development in Istanbul City Center

In this part, a brief history on the location of industrial sector in the Istanbul city center

and how firms have relocated towards the peripherial parts of Istanbul city will be

explained.
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To start with, it is known that industrial sector was firstly concentrated in Historical
Peninsula in 1930s-1940s when Istanbul has not witnessed the rapid urban development
(Cengiz, 2005, p.2). In the following periods, firms in the industrial sector spread towards
Eminonii and Fatih. However, in 1940s—1960s, the industry oriented character of
Eminonii and Fatih have been transformed into a service sector oriented one. According
to Yiizer (2002, p. 88), the main reasons behind the transformation are the increase in

working places, easy transportation network and accessibility of the area to market.

In 2000s, those areas exhibit a Central Business District (CBD) character with the
concentration of retail and commercial activites rather than an industrial one. Table 4.1
demonstrates how the industrial workplaces have reduced by half with the CBD oriented

development of Historical Peninsula between the years 1987-2002.

Table 4.1: The share of industrial workplaces in the CBD according to the years in

Istanbul

31 | 32 | 33 | 34 | 35 | 36 | 37 | 38

7.6 12,7 3,2 31,1 10,3 6,7 2,2 37
2002 (%) 6,1 & 1,3 7.7 5,2 1.4 1 3.4
Fatih

2,9 28 1.6 23 2.3 33 0,5 1.6
1987 (%) ! ! ! , ! : ) ;
Fatih

1.4 0,6 0,6 0,3 0,5 1.4 0 0,5
2002 (%) ’

(31: manufacturing of food, beverages and tobacco, 32: textile apparel and leather industries, 33:
manufacture of wood and wood products including furniture, 34: manufacture of paper and paper
products including printing and publishing, 35: manufacture of chemicals and chemical petroleum
coal rubber and plastic products, 36: manufacture of nonmetallic organic products, 37: basic metal
industries, 38: manufacture of fabricated metal products, machinery and equipment)

Source: Yiizer, A. S., 2002, p: 146.

In 1980s, the development of industry in the CBD of Istanbul can be analysed with
reference of the 1/50.000 scale Istanbul Metropolitan Area Plan which was approved in
1980. The plan proposed vital decisions for the industrial firms which have already
relocated in the inner side of the city. In this context, the plan defines three hierarchical
centers, namely 1% 2™ and 3™ degree centers, which differentiate in terms of division of

functions and land uses.
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The location of 1* degree sub centers were specified as Bakirkdy and Kadikdy in the plan
and those centers were expected to be speciliased in the service sector. Therefore, large
industrial firms located in Kadikdy and Bakirkdy were proposed to decentralize
(Yiizer&Giritlioglu, 2003, p.120). Table 4.2 shows that although there are significant
increases in some sectors, the share of industrial workplaces have a tendency to decline

between the years 1987-2002, except the textile and paper products sectors in Bakirkoy.

Table 4.2: Share of number of industrial workplaces in the 1% degree centers
according to the years in Istanbul

31 | 32 | 33 | 34 | 35 | 36 | 37 | 38 |

17 18,8 18 20,2 142 124 159 13,5
12 31,1 6,3 234 12,3 6,7 5,1 22
3.4 2.4 48 1.9 1,2 3.9 28 2.6
Eahkiy
- 54 1,6 6,3 1,7 3,1 6.3 2 3,6
2002 (%a) i i i ? i i i

(31: manufacturing of food, beverages and tobacco, 32: textile apparel and leather industries, 33:
manufacture of wood and wood products including furniture, 34: manufacture of paper and paper
products including printing and publishing, 35: manufacture of chemicals and chemical petroleum
coal rubber and plastic products, 36: manufacture of nonmetallic organic products, 37: basic metal
industries, 38: manufacture of fabricated metal products, machinery and equipment)

Source: Yiizer, A., S., 2002, p. 147.

For the location of the 2" degree centers, the plan specified Kartal and Uskiidar on the
Eastern side and Avcilar on the Western side. Among those centers, Uskiidar could be
identified with its historical background while Kartal and Avcilar were the areas
developed after 1950s with rapid migration. These settlements gained central
characteristics with the location of industrial firms in the area and then the residential
development was catalysed with the development of industry. The main reasons behind
the location of large firms in Avcilar and Kartal can be listed as the transportation

networks, availability of land and employment opportunities (BINPB, 1980).

Moreoever, it should be noted that the plan determined these areas as commercial and
retail based centers rather than industrial development areas. However the figures in
Table 4.3 prove that the shares of the number of industrial workplaces between the years

1987-2002 show significant increases (Yiizer, 2002, p.150).
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Table 4.3: Share of number of industrial workplaces in the 2"! degree centers
according to the years in Istanbul

31 32 | 335 | 34 | 35 | 3% | 37 | 3 |

f;:,‘,'::: ) 21 12 53 0 19 33 31 26
E;lﬂ".‘-‘ [:: ) 7.5 3.7 16,5 37 47 9,5 14,3 10,3
Il{;'%_ﬁ) 10,2 16 13,8 48 5,7 158 | 142 | 123
f;;?%) 12,2 42 15,2 7,4 15 165 | 184 17
Avcilar

4 4 51 37 2,5 14 0 1.9

(31: manufacturing of food, beverages and tobacco, 32: textile apparel and leather industries, 33:
manufacture of wood and wood products including furniture, 34: manufacture of paper and paper
products including printing and publishing, 35: manufacture of chemicals and chemical petroleum
coal rubber and plastic products, 36: manufacture of nonmetallic organic products, 37: basic metal
industries, 38: manufacture of fabricated metal products, machinery and equipment)

Source: Yiizer, A., S., p. 150.

3" degree centers were specified to be located in Maltepe, Kartal, Pendik and Umraniye
on the Anatolian side, Bagcilar and Biiyiikcekmece on European side. It is understood
that these areas were settleded parallel to industrial developments in time. For example,
Umraniye has developed after 1970s with the increase of industries and residential areas.
Maltepe and Pendik also have developed similarly. Bagcilar on the western part can be
characterized with its labor-intensive industry; and in Biiyiikcekmece existence of
machine and labor-intensive large scale industries make this area a 3" degree center (Ak,

2008, p.49).

To sum up, it can be stated that the industrial development which started in the Historical
Peninsula in the 1930s has a relocational shift towards the 3™ degree city centers of
Istanbul. Therefore, it should be said that industry leaves city centers and relocate towards
the peripherial areas of Istanbul and its city region. In the next part this process will be

discussed in detail.
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4.2.2 Development and Relocation of the Industry in Different Planning

Periods

Development and relocation of industry in Istanbul and in its city region can be
understood by examining planning decisions in each peorid. Therefore, in this part five
different planning periods will be introduced in terms of proposals for industrial
development. Before explaining plans, it will be appropriate to give very brief
information about the periods that led to the both development and relocation of industry

in Istanbul.

Between the years 1940s-1980s, there were certain factors that have promoted the
expansion of industrial firms. According to Yiizer (2002, p.155), in 1940s, the adoption of
“highway oriented transportation” policies with American aids right after the 2" world
war was the first initiator of the industrial development. In this regard, as industry and
transportation have a close relationship, the new transportation network within the city
had a great impact on locational decisions of industries. In the 1960s, under these
circumstances, industries could locate and disperse over wide areas rather than locating
near the rail stations or around the ports. For this reason industrial areas were out of the
plan boundaries. At the end of 1960s, Istanbul has grown towards the east and located in
Maltepe, Kartal, Pendik and Gebze and this growth has continued in 1980s as well and

affected the industrial geography that had eastern oriented locational shifts in this period.

Giiveng’s study also supports the locational shift between the years 1960s-1980s. The
study on movements of firm taken place in the industrial geography of Istanbul
Metropolitan Area emphasised that the rapid industrial development on the Anatolian
Side led Istanbul and Beyoglu sides to loose their importance in industrial production
factors (Giiveng et al, p.120, 1992). The figures also demonstrates that there is a decrease
down to 49.8% in the year 1987 from %62 in 1961 in industrial capital and a dramatic
decrease down to %52.8 in 1987 from %66 in 1961 in industrial employment on the
European side. In other words, the major part of employment and capital that had
concentrated on the European side and Beyoglu sides is found to be located on the

Anatolian side. Figure 4.1 and 4.2 show this locational shift between the years 1961-1987.
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Figure 4.2: Locational Shifts of the Centers of Gravity of Industrial Capital,
Employment and of the number of Plants in the Period 1961-1987 (Source: Giivenc,
M., 1992, p.121)

Figure 4.3: Movement of One firm in the Period 1969-1987 (Source: Giivenc, M.,
1992, p.125)

In 1990s, while the planning authorities dedicated efforts in order to transform the heart
of the city which is desired to be a safer, more attractive and an ordered space; the
peripherial parts of the city sustained the growth in an uncontrolled way. Particularly, the
new infrastructure investments like TEM and E-5 Highway have had great effects on the

uncontrolled growth of the city and unplanned development of industrial areas in the
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periphery of Istanbul because the investments facilitated to reach to the cheap land (Yiizer

&Giritlioglu, 2003, p.122).

In 2000s, large scale industries are forced to decentralize from the inner side of the city.
The reasons behind this are that the city center has been subjected to the some new
regulations, to market condition and also to developers’ demand that is based on
maximum return to the investments. Therefore, the shaping up the built environment in
the form of mixed uses comprising housing, as well as culture, recreation and service
oriented establishments has become a much more preferable approach than setting up

industrial areas (IBB, 2007).

As a result of this phenomenon, a relocation process of industrial firms towards the
peripherial parts of the city as well as outside the borders of Istanbul has been observed.
In general, Eminénii, Kadikdy, Beyoglu, Mecidiyekoy, Sisli and Maslak were defined as
the areas where there is a high concentration of the administration units whereas Gebze,
Corlu, Cerkezkdy, Ikitelli, Cayirova and Izmit band are designed as the new areas where

industrial firms are expected to relocate (IBB, 2007).

4.2.2.1 1933-1960 Planning Period and Industry

The first planning study on Istanbul City was conducted by a team headed by Prof. Henry
Prost in 1933. The team prepared different plans for the Historical Peninsula, Beyoglu
and Anatolia. As a common point, the plans proposed a monocentric macroform
developed around Historical Peninsula. This plan proposed the development of industry

along Hali¢ while restricting the industry in Bosphorus (see Appendix B, Figure B.1).
In 1951, the plan on “Istanbul Sanayi Bolgeleri” was prepared and the main aim of the

plan was to increase the industry investment in the region and create new areas for the

industrial development (Figure 4.3).

67



KARA BENIZ

Figure 4.4: 1933-1966 period, Industrial areas in Istanbul (Source: Yiizer, A., S,
2002, p. 136)

However, industrial plans failed to be implemented properly in that period. Yiizer (2002)
explains the reasons behind the failure as related to the rapid industrialization, important
rates of migrations fostered by fast urbanization and as a result uncontrolled expansion of
the city. Figure 4.4 demonstrates the urbanization and industrialization patterns. In that
period, 65 % of industry was small scale and mostly frail consumption goods and it can
be stated that industries located through motorways, anywhere in the city randomly and

city expanded through these areas (Yiizer, A., 2002, p 76).
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.._ . INDUSTRIAL AND HOUSING DEVELOPMENT BEFORE 1950

Figure 4.5: Industry and urban development in Istanbul Metropolitan Area before
1950s (Source: Ak, B., 2008, p.52)

The last plan in that period is Piccinato Master Plan prepared in 1960. Different from the
previous ones, this plan aimed to solve the problems in regional scale. In terms of
industry, the plan proposed the deindustrialization towards eastern side of Istanbul
comprising Gebze, izmit, Gemlik and Adapazari. By doing so, Istanbul was desired as
culture and administration center (see Appendix B, Figure B.2). Actually, it is seen that
the origin of deindustrialization policy is based on 1960s due to the rapid industrialization
in Istanbul. However, this plan also failed to be implemented since it did not be approved

by the planning authority.

4.2.2.2 The 1966 Industry Master Plan

In 1960s, there were certain changes in the industrial sector. Particulary, the boom in
textile industry in that period is worthwhile to mention since it gave an impetus to the
decentralization of industry as a result of relocation decisions of large scale textile
industrial establishments in the peripherial areas of the city. However, small scale

industry still stayed within the city (Ak, 2008, p.50).
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In that period, the relocation process of the industrial sector towards the peripherial areas
of the city has been one of the main determinants of the expansion of the city towards
East-West direction. According to Yapici (1995), relocation of the industry in that period
was very influential to determine new subcenters by decentralizing some urban functions
and enlarging CBD functions towards residential areas. Apart from relocation of the
industry, the provision of transportation networks (e.g. building of Bosphorus bridges),
technological developments, employment and services can be listed as the other factors

which affected the city macroform.

The Industry Development Plan, approved in 1966, was introduced as a result of the
planning need of the rapid industrial development in inner as well as outer parts of the
city. The main proposal of the plan was that the outer parts of the metropolitan area like
East-Marmara together with Trakya district should have the priority for industrial
development rather than focusing on the metropolitan area (Zaimoglu, 1971, p.180) (see

Appendix B, Figure B.3).

In general terms, The Industry Master Plan had an aim to provide a direction for the
Istanbul manufacturing industry through the development strategies below

(Yiizer&Giritlioglu, 2003, p.121);

¢ In order to provide a balanced spatial development of the industry, the plan supports

the industrial development in izmit and Bursa at the regional level; on the other hand it
promotes the establishment of new organised industrial districts to control the

concentration tendency of industry on the Eastern side of the city.

e The plan proposed to control the industrial development on the Western side of the
city in the network of industrial centres based on the complementary physical

infrastructure;

e The plan envisioned a faster industrial development on the Eastern side when
compared to the Western side of the city. In order to balance the industrial development
between those sides, a second ring road on the West-East axis was proposed and it was
also expected that the road would facilitate decentralization of industry towards Eastern

Marmara.
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¢ The plan also suggested a new spatial functional form for Istanbul Metropolitan Area.
In this manner, industrialization of the peripherial areas with more favorable structure in
terms of new industrial districts as well as using vacant araeas in existing industrial

districts was proposed (Table 4.4).

Table 4.4: Areas allocated for the industrial development in 1966 Industry Master
Plan

Districts Area (ha) [Vacant Area (ha) |Total Area of Industry (ha)

167 2105
147 2053
225 2689
37 a0
15 216
45 92
285 285
J B3 B3
Total Area 885 11405

Source: Yiizer&Giritlioglu, 2003, p.121

To sum up, it can be stated that the 1966 Industrial Master Plan implied a balanced spatial
development of industry. Therefore, it focused on developing new organised industrial
districts at peripherial location of the Istanbul Metropolitan Area. However, in following
periods, the plan failed to control the over projected development of industry and the
developments occurred independent from the proposals of the plan. As a result, industrial
areas developed in the areas that pose a threat both to the environmental and to the

economical sustainability of the city.

In 1980s-1990s, planning authorities of Istanbul made an attempt to take under control the
development of the city. Taking into consideration the necessity of such a control for the
purpose of more efficient, better quality and more equal development of Istanbul as a
whole; two important plans have been prepared; the 1980 and the 1995 master plans. In

the following sections, those two plans will be explained in detail.
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4.2.2.3 1980 Metropolitan Master Plan and Industrial Decentralization

The 1/50.000 scale Metropolitan Master Plan, approved in 29.07.1980 and covers 1980-
1995 periods. It aimed to control negative effects of rapid industrialization and

urbanization on the city by setting strategic priorities.

The main points implied in the plan can be listed as; cultural and natural heritage
preservation, water zone protection, energy efficiency and industrial decentralization.
Essentially, in terms of industrial development, the plan proposed relocation of the
industry from the inner areas of Istanbul and expects the substitution of large scale and
polluting factories that were located at Hali¢, Bogazi¢i and coastal areas of the Marmara

Sea with technology intensive ones (BINPB, 1980).

In lines with this plan, it is understood that the priority is to activate industrial relocation,
to promote deindustrialization of the inner parts of the city, due to negative effects of
rapid industrialization on the city. According to Cengiz (2005), one of the main reasons
behind the deindustrialization policy is about the boom in number of factories in the
previous period. The problem has risen from the fact that the rapid increase in factories
located inside residential areas as well as on water catchment areas of reservoirs caused

environmental problems, such as water pollution, air pollution and soil pollution.

For the purpose of deindustrialization, the plan proposed industrial development in the
peripherial parts of Istanbul such as Umraniye, Kartal, Gebze, Bakirkoy, Catalca and
Silivri and additional 2990 ha in those areas were allocated for the development of

industry (see Appendix B, Figure B.4 and Table 4.5).
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Table 4.5: Areas Allocated for the Industrial Development in the 1980 istanbul

Metropoliten Master Plan

Districts Vacant Area (ha) |Type of Industrial Area

L 3 Concemned OID
Indusgtrial Agglameration

Concemned Q1D

Indusgtrial Agglameration
Indusgtrial Agglameration
Indusgtrial Agglameration
) Industrial Agglameration
Total Area 2990 ha

Source: Yiizer, A., S., 2002 p. 139.

In accordance with the plan, it should be pointed out that Gebze Industrial District is the
only area located beyond the borders of Istanbul Province. In this sense, it is necessary to
emphasise that Gebze has become gradually taken part in the deindustrialization process

of Istanbul and intensified its cooperation in economic terms with Istanbul.

4.2.2.4 The 1995 Istanbul Metropolitan Sub-Region Master Plan and Urban

Transformation

The 1/50.000 scale Istanbul Metropolitan Sub-Region Master Plan, approved in 1995, and
covers the borders of the Istanbul Province in the West and the Gebze district in the East.
The major task of the plan is dealing with strengthening the metropolitan character and
prioritized sectors, such as culture, history, trade, service and high technology industry
(Yiizer&Giritlioglu, 2003, p.122). In this way, coherence in the development and
integration of Istanbul with other metropoles in the world is expected outcomes of the

plan.

On the other hand, the task of the plan is aimed at optimum use of valuable resources,
values and potentials included in the territorial whole of the City. In this regard, the plan
suggests linear and polycentric macroform so that the territorial assets and unused

potentials could be used in an optimal manner (Cakilcioglu, 2004).

Since the basic general strategic goal of the plan is to improve the position of Istanbul

Metropolitan Area in the world, the plan implies the necessity to improve general,

73



structural and spatial performances (characteristics) of its economy. In this respect, the
basic goal is defined as to increase the value added generated in the city, which will call
for increased investments in development, research, new knowledge creation, new
technologies and new forms of business-making. At this point, the plan proposes certain
changes in the industrial sector; rehabilitation, transformation and deindustrialization of
industrial areas can be listed as strategies for industrial development (Yiizer&Giritlioglu,
2003, p.122). The aforementioned decisions of industrial development would be achieved
through the following areas; 2901ha on the western side and 1791ha on the eastern side,
totally 4692ha industrial areas were allocated for industrial development (see Appendix

B, Figure B.5 and Table 4.6).

Table 4.6: Areas Allocated for the Industrial Development in the 1995 Istanbul
Metropolitan Sub-Region Master Plan

Western Side (ha) Eastern Side {ha}

Biyiukgekmece 205]Kurtkiy 555
Esenyurt 156 Tepedren 594
Firuzkiay 101]|Tuzla ODSE G542
Avcilar 274

Kirag 175

ikitalli 7E5

Hogdere 825

Ortakidy 400

Total 2901]Total 1791
Istanbul total | 4692

Source: Planning History of Istanbul Report, 2006, p.51

According to Ak (2008, p.52), in 1995 plan, the dominant three sectors namely ‘“Textile”,
“Metal fabrication” and “Chemicals” were decided to be decentralized. While “Textile”
industry was expected to relocate towards west side that is near to its market area, “Metal

fabrication” and “chemicals” were expected to relocate to eastern direction.

Particularly, Gebze in east direction was determined as an important industrial centre in
the broader regional setting. In this respect, it can be stated that production activities are
expected to shift to the periphery. In this sense, the small and medium scale firms already
located in the inner side of the city are expected to relocate in the organized industrial
areas such as those located in Tuzla Tepedren, Pendik Kurtkdy in East; Hosdere, Avcilar

in West (Cakilcioglu, 2004).
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On the other hand, rehabilitation and transformation by promoting technological based
industry, management and control activities to locate in the inner areas of the city is a
complementary proposal of the plan. In the context of transformation, Tuzla, Maltepe,
Kartal and Pendik on the Eastern side; Bahgelievler, Bayrampasa, Zeytinburnu and
Bakirkoy on the Western side are determined as the areas which transform its industry
oriented structure into service oriented ones. Moreover, transformation of Eminénii into a
district equipped with high-capacity trade, services, hotels, restaurants and recreational
facilities is another principle of the plan (Yiizer&Giritlioglu, 2003, p.123). Another
decision of the plan was to decentralize the industries which were located in the city
center or in the water catchment areas having polluting potential and exceeding 10000m*

floor space of 500 employees.

To sum up, considering the plan decisions for industry of last two plans, it is clearly
understood that plans promoted service sector and technology based qualified jobs while

labour sense and standard technology used industries were aimed to be decentralized.

4.3 PERSPECTIVES ON INDUSTRIAL DEVELOPMENT AND
RELOCATION IN 1/100.000 SCALE ISTANBUL ENVIRONMENTAL
MANAGEMENT PLAN: INDUSTRIAL DECENTRALIZATION -
PERIPHERIAL INDUSTRIALIZATION

This part presents key economic trends, the structure of the industrial sector and its
restructuring in Istanbul. It will start by discussing Istanbul’s economy from a functional
perspective and explore the drives behind Istanbul’s influence within Turkey and
Marmara Region as the economic heart of the country and the largest concentration of the
value added production. Then, the structural specialization of industrial sector is
addressed. Finally, the part concludes with 1/100.000 Scale Istanbul Environmental
Management Plan that provides possibilities of spatial restructuring for the firms and

deindustrialization in Istanbul.

4.3.1 Evaluating Istanbul Economy

Istanbul, economic heart of Turkey, is going through a phase of enormous transformation
characterized by significant changes in its economy. The changes were first triggered in
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the 1980s with implication of more open and export oriented macroeconomic framework
undertaken at the national level. Subsequently, liberalization and structural reforms
continued and today deepened. As a result of such changes in the economy, Istanbul, that
is likely to be mostly affected from ongoing economic reforms in the country, is
designated as the core of value added activities in order to strengthen its economic
position in the international arena. Considering that such changes are likely to be
concentrated in Istanbul, the economic trends and assesses of Istanbul both in Marmara

Region and Turkey is evaluated in this part.

Istanbul’s economic position is scrutinized in terms of certain variables reflecting
population, employment, GDP, export and sectoral distribution. To begin with, the
variables of population and employment are investigated in order to explain the position
of Istanbul in Marmara and Turkey. As illustrated in Table 4.7, it is seen that Istanbul
represents nearly 21 % of Turkey’s urban population and in term of Marmara Region this
share increases to nearly 32%. Additionally, Istanbul is a big population magnet in the
level of Marmara Region since 60% of urban population and 66% of total population of
the region agglomerate in Istanbul. As a matter of such figures, Istanbul is the

demographic heart of the country with respect to population density.

In addition to population, Istanbul is also pioneer city in terms of employment as 13.4%
of total employment of Turkey works in Istanbul. On the other hand, in term of Marmara
Region, it is seen that Istanbul is the primary city that is serving the whole region in terms
of economic activity since Istanbul comprises 51% of the total employment in the
Marmara Region. In detail, service sector in Istanbul engages 21.2% employees in
national level and 63.7% employees in regional level while industrial sector comprises
33.1 % of total employment in the nation and 64.6 % of total employment in the region
(Table 4.7). Therefore, it can be stated that Istanbul has a dominant position in service and

industrial sectors both in national and regional levels.
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Table 4.7: Comparisons of population and employment indicators in year 2000
between Turkey, Marmara Region and Istanbul.

anb 3 arad

Area (m?) 5313 74 581 785 347
Population 10.018.735[ 17 679.293[ 67.803.927
Urhan population 8.085.599[13.861.554[ 44.005.274
Employment 3.471.400[ 6.8065.927 [ 25997 141

Employment in service sector | 1.851.030[ 2.904.289] B.719.693
Employment in industry sector | 1116126 1726492 3374325
Labor Force 3877 241 7 560.458] 28544 359

Source: Istanbul Metropolitan Planning Center Analysis Report, 2006, p.21

Another indicator that points to the economic position of Istanbul is Gross Domestic
Product (GDP). Although there are vulnerabilities in some years, in general Istanbul
achieves an increasing trend in the share of GDP values both in national and regional
level. The increase in GDP shares is evident regarding the change in the shares from 20.7
% GDP in 1987 to 21.48 % GDP in 2001 in national level and 35.26 % GDP in 1987 to
37.23 % GDP in 2001 in regional level (Table 4.8). However, based on the data that
presents the GDP per capita growth (Figure 4.5), it is obvious that whilst GDP per capita
growth exceeds the Turkey’s average by 70% in 1987, after the year 1989 this growth has

slowed down due to the economic vulnerabilities.

Table 4.8: Istanbul’s share in GDP values of Marmara Region and Turkey

1987 1988 1989 1990 1991 1992 1993 1994 1995 199 1997 1998 1999 2000 2001
In Turkey 07 2024 2088 2074 W0F 2099 A4 w2l A7E AF 249 X9l 2130 22 248
In Marmara
Region BE 3| F/BE EH| B3I FIF| BH4| I}wEI| FA 7B @/ 78 FF FEE| A

Source: Ak, B., 2008, p.39.
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Figure 4.6: Evolution of GDP per capita in Istanbul and the Marmara Region (1987-
2001) (Source: OECD, Territorial Review, p.48)

In addition to the previously mentioned indicators, the export and import values are also
two of the indicators showing the economic growth of Istanbul. In year 2008, it is obvious
that Istanbul achieves more than half of the total export and import in the national level
(Table 4.9). However, it should be noted that in the last decade export rate is in an
increasing trend while import rate has been decreasing. Thus, it supports the statement

that Istanbul is integrating with global trade in recent years (Ak, 2008, p.37).

Table 4.9: Indicators of Foreign Trade in Istanbul and Turkey (Million Dollars)

. B :
EXPORT IMPORT EXPORT IMPORT EXPORT IMPORT
1995 21.637 35.709 10,305 13.733 47,6 385
1996 23.224 43,627 10.745 17.132 46,3 39,3
1997 26.245 458.585 11.679 18.383 44,5 378
1998 26.974 45921 12.054 18.517 447 40,3
1999 26.588 40.691 11.551 16.561 43,4 40,7
2000 27775 54.503 13.596 22.608 49,0 41.5
2001 31.334 41.339 14.781 16.821 47,2 40,7
2002 36.059 51.554 20,970 28.928 58,2 561
2003 47.252 59.339 27.599 41.401 58,4 59.7
2004 E2167 97.530 36234 E0.216 522 62,4
2005 T3 476 116774 41716 JO136 56,8 [y
2006 85 534 139576 47012 81.264 56,0 58,2
2007 107271 170.062 50278 98 538 56,3 7.9
2008 132001 201 960 73127 111.270 56,4 56,1

Source: Gathered from Turkish Statistical Institute, http://www.turkstat.gov.tr/, last
accessed data: 14" June, 2009.

Apart from the main indicators reflecting economic position of Istanbul, it is appropriate to
focus on sectoral analysis in terms of income and employment. Firstly, if the change of
sectors’ contribution to Turkey is taken into consideration, sectors namely finance, trade

and industry come to the fore. However, it should be noted that the change in the
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contribution of industrial sector is from 26% to 25 % that is quite stable, while there is a
considerably significant change in the contribution of service sector. In detail, between the
years 1995 and 2004, the share of finance sector has changed from 40.4 % to 45 % and in
the case of trade there is a rise in its share from 28.7 to 35.5 (Table 4.10 and Figure 4.6).
Following the result, it might be possible to argue that there is a structural change in the
economy of Istanbul. Although industrial sector has still significant values compared to
other sectors and achieves more GDP than the national average, service sector develops at
a fast pace in Istanbul. Thus, it is important to question whether Istanbul leaves its

industrial oriented character and give way to service sector or not.

Table 4.10: Sectoral GDP contributions to Istanbul’s economy

1995 1999 2001 2004

Agriculture 18 0a 12 1
Industry 262 264 24 25
Construction 163 186 17 1 158
Trade 287 348 341 355
C nication and Transport 229 228 211 21
Finance 40 4 A7 B A5 45
Housing ownership 308 327 Ei= 32
Self employed 393 414 41 41
Banking 488 533 499 50
Total 219 233 22 4 24

Source: Ak, B., 2008, p.38
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Figure 4.7: Sectoral composition of GDP in year 2000 (Source: OECD, p.53)

In addition to contribution of the sectors to the economy, the change in employment based
on sectors gives a clue about the structure of economy in Istanbul. As Table 4.11 shows,
between the years 1980-2006, service sector has engaged more than half of the total
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employment and has had an increasing trend. However, in terms of industry, there is a
decreasing trend in terms of employment, except for the year 2006, due to the fact that

construction is included in the employment of industry.

Table 4.11: Sectoral employment change between the years 1980-2006 in Istanbul

1980 19585 1950 2000

Count % Count % Count % Count % Count %
Agriculture 85,730 55| 97439 52 130322 51 282317 8.1 19.000 05
Industry 535,440 344| B52.044 348 853625 336[1.116.126 322|1.539.0007 419
Construction 111.690 1 1225936 BE| 224126 85| 215525 62
Services 800,930 512 973118 51.9[1.289.447 50,8[1.851.030 53,3[2.119.000 57 6
Others 27.148 17 28060 15 42443 17 5.002 02
TOTAL 1.563.939 100,0{ 1.873.597 100,0{ 2.539.963 100,0{ 3.471.400 100,0{ 3.677.000 100,0

*Construction is included

Source: Gathered from Istanbul Metropolitan Planning Center, 1/100.000 Plan Report,
2006, p68; TurkStat, Turkey’s Statistical Yearbook, 2008, p.168

To sum up, it is obvious that the industrial sector that formerly generated the main
economic contribution for the country is not the dominant sector in recent years since
Istanbul has increased its service sector’s share in its industrial mix. In line with this
result, scholars stated that this is a typical trend occurred in large metropolitan areas
which tend to have a more diversified economic basis (OECD, 2008, p.52). However, in
case of Istanbul the industrial sector still has important shares in economic composition.
Therefore, at this point, it is important to analyze the trend in industrial sector in detail in

order to investigate whether there is a structural change in sub sectoral level.

4.3.2 Evaluating Existing Industrial Sector of Istanbul

Beyond recent macroeconomic trends, industrial sector is analyzed based on sub sectoral
characteristics. In this regard, the share, value added and employment of sub sectors are
determined as indicators in order to understand the structure of industrial sector in
Istanbul. After those analyses, the technological context of sub sectors is evaluated to
reveal whether there is an ongoing shift towards a higher value added and more service
oriented structure and the external factors such as competition with the world trade system

has had an impact on industry of Istanbul or not.
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First of all, if shares of industrial sub sectors are examined, from 1970s onwards, a
significant increase in the shares of Metal Industry and Textile Industry is observed.
However, between the period 1961 and 1970, the dominant sub sectors differentiated from
the existing situation since machine, rubber & plastic and metal fabrication had the highest
shares (Figure 4.7). Here, it should be noted that the expressed sub sectoral trends in

industrial development point to the development of directions.

1960-2006 Sub Sectoral Analysis of Industry (%)
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‘—0—1961-1970 1971-1980 1981-1990 1991-2000 —@—2001-2006 ‘

1 food products and beverages 5 Chemicals and chermical products
2 Wood 9 Machine tools and accessories
3 Metal fabrication 10 Mon-metal products and minerals
4 MNon-clasified 11 Rubber and plastic product manufacturing
5 Leather and products 12 Textile industry
b Electrical equipment 13 Transporation
7 Media, press, paper production

Figure 4.8: Sub-sectoral analysis of industry in Istanbul between the years 1961 and
2006 (Source: Ak, B., 2008, p.42).

In terms of employment and value added values in industrial sub sectors of Istanbul, a
decreasing trend that is illustrated in Table 4.12 is apparent since the 1980s. Although, the
decrease in those values is not so sharp that supports a deindustrialization scenario, it is

worthwhile to examine those variables in detail.
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Table 4.12: Changing ratio of “industrial workers of Istanbul / Turkey” and
“value added of Istanbul /Turkey” between the years 1980-2002

Emplovment Value added
Years Istanbul/ Turkey Istanbul/ Turkey
1980 30 27
1900 30 27
2002 27 23

Source: Ak, B., 2008, p.44

Firstly, if the change in employment of industrial sub sectors is taken into consideration, it
is seen that textile and machinery industries have significantly highest employment shares
that do not change in time between the years 1980 and 2001 (Figure 4.8). Especially,
textile industry has a dominant position that might be related with its labor intensive
structure since apparel and knitted fabrics, which intensively use low technologies, need
large employment. However, the sector does not have the same trend achieved in
employment regarding the figure of value added per worker. As it is demonstrated in
Figure 4.9, although there are fluctuations in value added due to the investment or
economic crisis, food, beverages & tobacco industry and metal industry have the highest

ratios of value added per worker that is above the Turkey’s average.
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The change in share of employment in sub sectors (%)
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Figure 4.9: The change in the share of employment in sub sectors'? (Source: Turkish
Statistical Institute, http://www.turkstat.gov.tr/, last accessed data: 14™ June, 2009).

The ratio of value added per worker in Istanbul to Turkey (Turkey=100)
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Figure 4.10: The ratio of value added per worker in Istanbul to Turkey
(Turkey=100)13 (Source: Turkish Statistical Institute, http://www.turkstat.gov.tr/,

last accessed data: 14™ June, 2009).

12 For the values, see Appendix A, Table A.1.
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Following the expressed trends in industrial sub sectors, it should be highlighted that metal
fabrication and food, beverages & tobacco achieving highest ratio of value added per
worker (Istanbul/Turkey) and textile industry having the highest employment share are the
sectors that come to the fore. Besides, it is important to notice that metal fabrication and
textile industry differentiate from each other based on their structures. While the former is
capital intensive and use the technology intensively, the latter is labor intensive and use
generally low technology. Thus, it is required to analyze dominant sub sectors based on

technology use differentiation.

From a technology use perspective, the economic performance of sub sectors is scrutinized
based on the classification adopted by the OECD. The activities are classified according to
the intensity with which technology is used such as high tech sectors, medium high tech
sectors, medium low tech sectors and low tech sectors. The economic performance of
those groups reveals that the most technologically advanced sectors in Istanbul account for
more than 18% of the total value added whilst medium-high technology sectors account
for only about 11%. Thus, high-tech activities have emerged as promising sectors with the
highest increase both in the share of employment and in specialization. On the other hand,
low tech activities are the most important clusters in terms of the share of value added in
2000, accounting for 26, 46 % of Istanbul's total value added. Furthermore, regarding the
percentage of imports (52 %), the activity in this group can be characterized as relatively
self sufficient compared to the activities in other groups (Table 4.13). This result shows
that Istanbul maintains a sizeable manufacturing sector, specialized in relatively labor-
intensive, low technology activities, i.e., mainly in the textile cluster rather than in high

tech sectors such as metal fabrication or electronics.

Table 4.13: Specializations of the manufacturing industry in Istanbul (2000)

High-tech sectors (electronics, chemical
and medical) 18,25 100 348 8,75
Medium-high tech sectors (machine

building, metal equiipment and other

electronics) 11,28 340 546 2522
Medium-low tech sectors (other machine

building and metal equipment) 545 3599 452 G472
Low-tech sectors (textile) 25 46 1524 7596 52,39

Source: OECD, Territorial Review, 2008, pp. 56, 57 & 58

13 For the values, see Appendix A, Table A.2.
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To sum up, the expressed trends in Istanbul’s economy point out that the service sector
continually grows in recent years while the activities of the production sector are
consequently continue to drop. Such trends are accompanied by the changes in the
employees’ structure especially in the industrial sector. However, as mentioned previously
the industrial sector has still a significant share in Istanbul’s economy. Thus, it is
important to understand the character of industry in Istanbul. Particularly, it is seen that
although there is a decreasing trend in the share of the sector, industrial structure of
Istanbul does not fully represent a restructuring process, since the textile sector which
intensively use low technologies, still displays largest share of employment in Istanbul. On
the other hand, technology intensive sectors such as metal fabrication or food have also
significant shares in value added figures. As a matter of fact, policy makers expect a
gradual restructuring (supporting activities having high value added production while
implying the upgrade of the textile and related labor intensive sectors) and shrinking of the
industrial sector and support relocation of industry towards peripheral areas of Istanbul
while supporting service oriented activities in the core city. In the next part, the policies
and spatial strategies based on relocation of the industrial sector are explained in detail in

the framework of the latest macro plan in Istanbul.

4.3.3 1/100.000 Scale Istanbul Environmental Management Plan and

Industrial Relocation

In the last part of this section, the concrete priorities established for the industrial sector
are identified based on the 1/100.000 scale Istanbul Environmental Management Plan that
is approved in 22.08.2006 by the Greater Municipality of Istanbul. Development trends
expressed through globalization lead to investing in sectors that can easily adapt to global
markets such as knowledge & technology intensive industries, leisure & creative sectors,
finance etc. and these trends have notable effects on Istanbul within the national context.
Therefore, certain policy makers adopt such externally motivated urban policy agendas
and desire to modify the role of Istanbul through supporting restructuring that can

strengthen the position and role of Istanbul in global markets.
In line with this argument, the Istanbul Environmental Management Plan determined

main guidelines of Istanbul for achievement a “world city vision” by 2023. The vision of

the plan is to transform the city into a global central node for finance, logistics and
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tourism and culture between Europe, Asia, the Middle East and the former East European

countries (IMP Plan Report, 2006, p.19).

In this sense, the main policy of the plan is reducing high share of the industrial sector in
its economy by promoting restructuring and relocation of industrial firms towards
peripherial parts of Istanbul in favour of strengthening the service sector in inner parts of
the city. In detail, innovation and knowledge based activities generating high value added
are given priority in order to create a more dynamic economy to compete with other
metropolitan areas in the world. The proposed shares of the sectors in the economy of
Istanbul aim to support this policy; the decrease in production activities is accompanied by
the decreasing role of industry in the city from about 31% to about 15-20% share in
employment while the share for service sector is proposed to increase from 59% to 80-
85% between the years 2006-2023 (Table 4.14). As a result of this situation, it is clearly

seen that the plan highly prioritized the growth of the service sector.

Table 4.14: The share of industrial and service sector in 2006 and 2023 in total

employment

2006 2023
Industry Sector 3% 15-20%
Service Sector 59%) B80-85%

Source: IMP, 1/100.000 Environment Plan Report, p.95.

At this point, it is appropriate to explain the suggestions of the plan for industrial
development in detail. According to the plan, the strategic goal of industrial development
is based on deindustrialization policy that supports relocation of the firms towards outer
zones of Istanbul and to neighbouring cities. In this respect, relocation is proposed
particularly for the firms having labour intense production (clothing industry, yarn and
textile industry) in inner district of the city. On the other hand, plan promotes
restructuring towards higher technology and value added content of industry in order to

foster competitiveness of the sector (Baz, 2008, p.9)

Achievement of the stated goal for the industrial sector implies following spatial

development strategies (IMP Plan Report, p.16);
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1. Rehabilitation of industry

2. Transformation of industry

3. Utilization of the potential and capacities of existing organized industrial zones located
within the Istanbul provincial border.

4. Utilization of the potential and capacities of existing organized industrial zones located

in nearby cities.

With above mentioned spatial strategies for industrial development, total employment in
the sector is proposed as 1.710.100 by 2023. Moreover, it is seen that additional 374.000
employments proposed is expected to work in organized industrial zones located in
Gebze, Corlu and Cerkezkdy. On the other hand, the plan does not propose any additional
employment within the provincial borders of Istanbul (Table 4.15). This is obviously
related to deindustrialization policies since the plan promotes industries to relocate in

peripherial districts such as Gebze, Corlu and Cerkezkdoy.

Table 4.15: Spatial strategies for industrial development and employment in 2006
and 2023.

006 (Add onal emplo p ota plo = 1

Areas proposed to be rehabilitated
(Dudullu, Kirag, Bahgegehir, ¥
Girpinar, Biyikegekmece) 854,900 854.900
Areas proposed to be transformed
(lkitelli, Zeytinhurnu, Bayrampaga,
Kartal, Samandira, Sangazi,
Sultanbeyli, Silivri,
Gaziosmanpaga, Maltepe,
Kadikiy) 223.000
Crganized Industrial Zones (015
whose potential capacities are
utililized in pravincial border (ikitelli
QIZ, Tuzla QIZ, Dudullu QIZ,
Beylikdizi OIZ, Tekstilkent) 172.100 223.000 355.100

COrganized Industrial Zones (D1
whose potential capacities are
utililized located in close provinces
(Gebze, Corlu, Gerkezkiy) 96,100 374.000 450.100

Source: IMP, Plan Report, 2006, p.22

Now, it is important to examine spatial strategies for industrial development in detail. In

the first group of strategies, the main aim is to rehabilitate the areas that are subject to
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pollution due to the process of industrialization. Particularly areas located in the water
basin such as Umraniye-Dudullu and Hadimkoy (see Appendix B, Figure B.6) are the
environmentally most jeopardised areas since great concentrations of population and
industry caused pollution of water. Thus, industrial development in those areas is

restricted in the plan (IMP, Plan Report, p.23).

Apart from environmental concerns, the plan also considers transformation of certain
areas from industry to mainly service sector. Thus, the second group of strategies focus on
mainly inner city areas where the inherited industry has been located from earlier periods
(see Appendix B, Figure B.6). In detail, Kagithane, Eyiip, Bayrampasa, Giingéren,
Zeytinburnu and Sariyer in Western Side; Kadikoy, Maltepe and Kartal in Eastern Side
are the districts that are expected to transform into service sector (see Appendix B,
Figures B.7 & B.8).As a matter of fact, the firms in those areas occupy the most attractive
locations and development of production activities is not sustainable due to environmental
and spatial issues. In this regard, relocation becomes an important concept for industry.
This process may be regarded as dislocating production from those areas and change of
the use and function of such units into the service sector. The plan also proposes that the
firms dislocated from those areas would relocate in existing organised industrial zones in

Istanbul.

Finally, different from the previous ones, the last two groups of strategies point to the
development of additional employment in the industrial sector. In this sense, utilization of
existing capacities of organized industrial zones is the main aim regarding potentials of
the industrial zones located in Gebze, Corlu and Cerkezkoy (see Appendix B, Figure B.6).
If the existing capacities of the zones are fully utilized, total employment figures are
worthwhile to say; as 41.000 employment in Gebze Organized Industrial Zone (GOIZ),
7.000 employment in Corlu Organized Industrial Zone and 70.000 employments in
Cerkezkoy Organized Industrial Zone (IMP, Plan Report, p.22).

Following the last strategy, it is clearly seen that in the spatial functional structure of
Istanbul, industrial activities are expected to relocate to organized industrial zones. In
terms of site and development potentials, Gebze and Corlu OIZs are the most prominent
ones to where 111.000 of the industrial employment would be transferred. As a result,
such a process implies industrialization of peripherial areas with more favourable

structure and factors in terms of location and development.
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In conclusion, it is obvious that the main priority of the 1/100.000 Istanbul Environment
Plan for industrial development is to shrink this sector as a result of relocation to
organized industrial zones mainly to industrial zones in the Istanbul Province and in
nearby provinces. In this respect, Gebze OIZ rises as one of the most important area
where firms located in Istanbul can relocate their activities. However, it is still a question
mark that any firms located in Istanbul would like to relocate their activities in GOIZ.
Actually, in order to evaluate the proposition of the plan in a rational way and investigate
whether GOIZ is the most attractive location encouraging further relocation activities, the
next part focuses on relocated firms to GOIZ in order to identify characteristics of the

firm and the reasons to relocate to GOIZ.
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CHAPTER 5

CASE STUDY: RELOCATION OF INDUSTRY IN
GEBZE ORGANIZED INDUSTRIAL ZONE

This section aims to investigate the role of push and pull factors in promoting core-
periphery relocation through a micro-analysis of relocated firms that were invested in the

Gebze Organized Industrial Zone (GOIZ).

Before micro analysis, brief information about Gebze Organized Industrial Zone (GOIZ) is
given in the first section. Then, the results of the analysis are discussed in following

sections.

The empirical analysis presented in this chapter focuses on the results of a survey on firms
that were invested in the GOIZ. The survey was conducted via questionnaire '* (see
Appendix). The universe included 37 firms. Of those, 28 already relocated in GOIZ, while
9 of them will relocate in near future. The questions aimed to investigate the following
patterns: (i) type of relocation (integral relocation or partial relocation) and the activities
that have been transferred; (ii) establishment year and relocation period; (iii)
characteristics of the market, sector, labor and site; (iv) push and pull factors driving firm

relocation to GOIZ; (v) obstacles encountered in GOIZ.

The outcomes are quite informative to understand the firm rationality. However, it is

important to emphasize that the sample is partially biased because it is made up of firms

14 The execution of interviews were undertaken by ‘Veri-Arastirma A.S.’, on contract with the
Scientific Research Projects (BAP) of coordination unit of METU.
90



who have actually invested. Their opinion may sound as a justification ex-post of their

decision. This is a typical response rationalizing decisions afterwards.

5.1 GEBZE ORGANIZED INDUSTRIAL ZONE (GOIZ)

Gebze Organized Industrial Zone (GOIZ) that is the case of this research is located in the
Kocaeli Province and close to the border of Istanbul Province (see Appendix B, Figure
B.9). Since its close location to Istanbul, as mentioned in Chapter 4, the zone is
determined as one of the areas where firms in Istanbul are expected to relocate their
activities. The main reason behind such a deindustrialization policy is that the zone
represents several advantages such as qualified personnel, raw material supply, proximity
to market, easy transportation, convenient infrastructure including treatment of industrial

waste and technopark that are attractive for the firms.

GOIZ that was established in 1986 to prevent environmental pollution due to uncontrolled
industrial development is an example of industrial zone developed through public and
private cooperation. In this respect, GOIZ is known as the first zone without using credits
but financed completely by participations Do not expect every thing from government ’’

principle (About GOIZ, GOIZ Home Page).

Besides, it should be mentioned that there are 116 plants making production on 200 plots
of land in the zone. Apart from plants in production, there are also plants in
construction and some firms are in the analysis process to decide investment (see
Appendix B, Figure B.10). In this respect, it can be claimed that GOIZ is an
appropriate case to analyze industrial firm relocation. Additionally, there are 35
foreign companies in GOIZ where approximately 13.000 employees are employed.
Although at the beginning the planned area was 2.300.000 m” in the first stage, the
current total area of GOIZ is 10.620.000 m* after two expansions as a result of firm

migrations or new establishments in the zone (About GOIZ, GOIZ Home Page).

Production at GOIZ is mainly in the fields of machinery-chemistry-automotive and metal
industries; as well as optics-electricity-plastics; industrial and medical gases; food and
packaging industries and in information technology at the GOIZ Technopark. Except for
the industrial lots there are also complementary facilities such as technopark, sports, school

and park fields in the zone (Figure 5.1).
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Figure 5.1: The share of facilities in GOIZ (Source: GOIZ Presentation prepared by
GOIZ Administration).

Gebze Organized Industrial Zone is considered as a “role model” by many national and
international enterprises due to its attempts to establish an industrial district abroad and to
sell know-how and offer professional counseling to Industrial Parks in Turkey (GOIZ
Technopark, GOIZ Home Page). Moreover, it is stated that GOIZ differentiate from other
industrial zones in terms of its financing model, infrastructure services which comply with

the standards of developed countries.

Furthermore, it should be pointed out that GOIZ is also known as the first Industrial Zone
to establish a technopark within itself. It was founded in 2002 as a Technology
Development Zone (GOSB Technopark Home Page); however the idea on the
establishment of the Gebze OIZ Techno Park is based on the years 1995-96, even before
the Technology Development District Law. The main motivation behind foundation of
such a technopark is to encourage Research and Development (R&D) activities in Turkey

(GOIZ Technopark, Kocaeli Chamber of Industry Home Page).

In the process of foundation of GOIZ Techno Park, combined efforts of foreign capital
private enterprises, chambers, universities and industries have been witnessed. In detail,
Sabanci University, Kocaeli Chamber of Industry, Gebze Chamber of Commerce and
Kocaeli University are the main partners who are responsible for the administration of the

zone.
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Besides, GOIZ technopark has certain founding objectives that are similar to the examples
in other parts of the world. Among the objectives, it is important to highlight that
supporting the development and production of internationally competitive, high value
added, advanced technology based goods and services by promoting cooperation and
coordination with universities and industry is the prioritized one (GOIZ Technopark Home
Page). In this respect, GOIZ provides certain externalities that firms can benefit in their

production and marketing facilities.

5.2 GENERAL CHARACTERISTICS OF THE RELOCATED FIRMS IN
GOIZ

This part of the study aims to give brief information about firms relocated in GOIZ. In this
regard, the main focus is to evaluate characteristics of the firms with respect to the type of

relocation, their sectors, firm size and market characteristics.

5.2.1 Type of Relocation and Business

The first aspect analyzed was the type of relocation the firm chose. Dominantly, it is seen
that nearly 70% of the firms relocated their activities in GOIZ by closing operations in
Istanbul. On the other hand, rest of the firms relocated in GOIZ by either establishing a

new branch or operation (Figure 5.2).

In line with the analyses, it is clear that integral relocation is the most preferred type of
relocation in GOIZ. As mentioned in Chapter 2, this type of relocation is generally
adopted by single site firms. Therefore, it is possible to say that firms relocated in GOIZ
have a tendency to execute near Istanbul in order to keep their workforce and suppliers.
However, for the rest of firms, a partial relocation is observed. Since this type of
relocation concerns the opening of a new branch or operation, the main aim of these firms

is to differentiate their production in GOIZ.
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How did the Firm Relocated?*
2;7%
7;25%
19; 68%
o Closure of operations | bul B Establishing a new operation
@ Establishing a new branch

(*) First number denotes the count of the firms

Figure 5.2: The type of relocation of firms

Another issue raised in this part is whether firms transferred administrative functions to
GOIZ in relocation process or not. Figure 5.3 demonstrates that the vast majority of the
firms (75 %) transferred their administrative functions to GOIZ. This means that firms did
not concern to keep the advantages of their previous locations. In addition, if description
of the business is considered, it is seen that among total number of the firms, 18 of them
are the production units having head office elsewhere, while 15 firms defined themselves

as single site location firms with no other establishments (Figure 5.4).

Transferring residual management/administrative
functions to GOIZ
25%

O Yes
® No

75%

Figure 5.3: Transferring residual management/administrative functions to GOIZ
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Description of the business at GOIZ
4;11%

T

18;48%

O Single site location with no other establishment

m Factory is at the GOIZ but head office, main, regional or divisional office are|

elsewhere
B Other

Figure 5.4: Description of the business at GOIZ

In brief, it is clearly seen that firms preferred to adopt integral relocation strategies in
order to take certain advantages of GOIZ without taking into consideration to sustain

locational advantages of their previous locations.
The last issue that has been addressed concerns the partnership with foreign firms. There

are 14 firms having foreign partnership and more than half of those firms are foreign firms

with Turkish partners.

Table 5.1: The partnership with foreign firms

Does the firm has a The share of capital of

. the foreign partner Count
artnership with a
rnreign firrl:l? LS E e
Lount o 26-50 % 2 143
Yes 14 37 8] 51-899 % 2 14,3
Mo 23 G2 ,2] 100% g 571
TOTAL 37 100,0] TOTAL 14 100,0

5.2.2 Establishment Year and Relocation Period

As far as the relocation period of the firms is analyzed, it is revealed that 77% of the
firms in GOIZ have relocated by the year after 2000 (Figure 5.5). This result might be
related to the year of establishment of GOIZ, which is 1985. Another explanation of this

result could be about changing economic composition of Istanbul.
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During this decade, the economic composition of Istanbul has been changing from
industrial domination to service sector domination therefore, it can be said that

relocation towards peripheral parts of Istanbul including GOIZ has accelerated.

The period of relocation in GOIZ
6;17%

2;6%

27;77%

0 1989-1995 1996-1999 | 2000-2014

Figure 5.5: Period of relocation in GOIZ

Now, information is given about the age of the firms relocated in GOIZ. As illustrated
in Figure 5.6, among 37 firms, 20 of them were established after 1980, which indicates
young firm profile of the industrial zone. In addition to the age of the firms, if
relationship between establishment year and firm size is investigated, it is worthwhile to
say that firms established after 1980 are dominantly small or medium size enterprises
(Figure 5.7). This result is not surprising because it coincides with the change in the
mode of production, which is associated with vertical disintegration through which

SMEs found opportunities to integrate industrial production processes after 1980.

The Year Established in

12
10

QNN ®

1950-1969 1970-1979  1980-1989  1990-2000

Figure 5.6: The year established in
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Size of the firms based on establishment year (%)

60,0
50,0
40,01
30,0+
20,0
10,0+

0,0+

1950-1969 1970-1979 1980-1989 1990-2000

‘ O small size % B medium size % B large firms %

Figure 5.7: The relationship between establishment year and firm size

After analyzing the age of the firms, it is time to investigate the period spent after
establishment in previous locations. Considering the institutional location theory pointing
out that older firms are more embedded in the spatial environment; they are embedded in
networks that are established through long term trust-based relations which are likely to
be facilitated by spatial proximity (see among others, Granovetter 1973; Putnam 1993) it
is expected that firms that are older are less mobile. The outcome partially supports the

argument since more than half of the relocated firms are up to 20 years old (Figure 5.8).

However, actually 43% of the firms relocated after staying more than 20 years in their
previous locations. In line with this result, it can be said that relocation process for older
firms might be a compulsive result due to the unavailable space to grow in previous

locations.

r The period firm has relocated after being established
(%)

0
30 -

251

20,
15+
101

0-10 Year 11-20 21-30 30++ Missing

Year Year '

Figure 5.8: Time periods that firms have relocated after being established
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Another indicator for the firm characteristics is the variable showing previous migration.
As underlined in the study conducted by Pellenbarg et all. (2000), a move in the past may
reduce the necessity to move again, but this does not imply that the longer a firm is at a
location the higher the need to move. This research provides similar result with the study
conducted by scholars. As it is seen from the figure below, the firms that have been

relocated before moving to GOIZ constitute a very small part of the total (Figure 5.9).

How many times relocated?
1;3%
8;22%

S

0O Relocated once Relocated 2 times B Relocated 3 times

Figure 5.9: How many times relocated?

To sum up, it is possible to say that integral relocation activity dominated the relocation
scenario of the firms, because they closed their previous premises after relocation. Such
relocation might be necessary for the firms to overcome the diseconomies of Istanbul and
they did not tend to keep their previous location so it can be speculated that they were not

embedded in their previous spatial environment in Istanbul.

5.2.3 Sector

Since the research focused on the all firms relocated in GOIZ, there was no chance to
choose sectors equally. Therefore, the business activities do not concern various sectors.
Chemical and machinery sectors that are the dominant ones in the questionnaire have the

highest ratios within the whole firms as can be seen in Figure 5.10.
Considering sectoral distribution of the firms in Eastern and Western side of Istanbul, the

higher ratio of capital intensive sectors compared to labor intensive ones such as textile is

not an unexpected result for the GOIZ case.
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Sectoral distribution of the firms in GOIZ (%9

O
- 1; 2,7% 1; 2,7% 1; 2,7%]
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and tobacco
32: textile
apparel and
leather
industries
paper and
paper
products
including
35: 9
chemical
petroleum coal
organic
products
37: basic
metal
industries

34
manufacture of
chemicals and

rubber and

36
manufacture of

nonmetallic

manufacture of

31
manufacturing

Figure 5.10: Sectoral distribution of the relocated firms in GOIZ (%)

5.2.4 Labor

As far as the characteristics of firms are concerned, one of the most important figures is
firm size. In tandem with the numerical results, it is obvious that none of the firm size is
dominant (Figure 5.11). This result is contradictory with the study conducted in Holland
and England"”, since it is found out that small firms, particularly having 10 or less

employees, have a more tendency to relocate compared to other size firms.

However, it should be noted that there might be contextual reasons behind such a result in
GOIZ, since firms located in Istanbul are forced to relocate their activities in peripheral

parts of Istanbul under the name of deindustrialization policies.

> The result of the study is in Pellenbarg et. all (2000), Firm Relocation: state of the art and
research prospects, SOM-theme D: Regional Science.
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Size of the firms (%)

0-49 (small firms) 0O 50-199 (medium firms) B 199+ (large firms)

Figure 5.11: The share of the relocated firms according to sizes (%)

If the firm sizes are analyzed based on sectors, small firms are dominantly in sector 38
(manufacture of fabricated metal products, machinery and equipment) and sector 37 (basic
metal industries). The medium size firms account for nearly % 46 of the total firms in
sector 35 (manufacture of chemicals and chemical petroleum coal rubber and plastic
products). In case of large firms, they constitute the smallest share of total number of firms

regardless of sectoral differentiation (Figure 5.12).

Firm size based on sectors (%)

50.0
45.0
40.0
35.0
30.0
25.0
20.0
15.0+
10.0+

5.0¢

0.0

Sector 35 Sector 37 Sector 38
‘D Small Firm (0-49) % & Medium Firm (50-199) % B Large Firm (199+) %

Figure 5.12: Firm size based on sectors (%)

5.2.5 Market Characteristics

The market characteristics of the firms are eliminated based on input and output
dimensions. The interviewed firms get more than half of their inputs from foreign

markets, while 97.3 % of the firms indicated that none of their inputs are provided by
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other firms in GOIZ (Table 5.2 and Figure 5.13). As far as the results are concerned, it
can be stated that firms did not take into consideration the spatial proximity to input

supplier firms in relocation decision making process.

Table 5.2: The share of locations where the input is provided

Count

(cle]V4

Kocaeli and its
surrounding

Istanbul

Other Provinces in
Turkey

Foreign Countries

The location where the input is provided (%)

100.0+
90.0+
80.0
70.0+
60.0+
50.0

40.0 I29

30.0
20.0+
10.0] -7
| — =

0.0

GOIZz National Market Foreign Market

‘ 00% % m1-25% % 0O 26-50% % B 51-75% % B 76-100% %

Figure 5.13: The location where the input is provided (%)

Another perspective about market characteristics is the locations where the firms sell their
outputs. As it is demonstrated in Table 5.3 and Figure 5.14, firms are more willing to serve
to the national market compared to GOIZ and Foreign market because there are significant
number of firms that do not sell their outputs to other firms in GOIZ or to foreign markets.

In this regard, it is seen that outputs of the firms mainly serve to the national market.

101



Table 5.3: The share of locations where the output is sold

Kocaeli and its
surrounding

Istanbul

Other Provinces in
Turkey

Foreign Countries
EU Countries

The location where the firm sells the output(%)

GOIZz National Market Foreign Market

‘DO%% m1-25% % 026-50% % ®51-75% % B76-100% %

Figure 5.14: The location where the firm sells the output (%)

Finally, the last question asked to the firms to be answered is to indicate type of relations
with other firms in different locations, as well as with universities and GOIZ technopark.
The survey allowed one to interpret that relocated firms in GOIZ mostly have relationships
with other firms based on input and trade regardless of locations (Figure 5.15). In detail,
the highest share of relationship based on trade is apparent with the firms located in
Turkey, while input based relationship is dominant with international firms. This result is

parallel with the empirical data illustrated in Figure 5.13.

Moreover, it is necessary to point out that GOIZ technopark, universities and the firms in
GOIZ have high shares concerning no relationship answers. This is important because
firms did not take into consideration the networks opportunities with universities and

technopark in GOIZ although it would be an advantage to have close relationships in
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decision making process. Therefore, it is possible to say that firms are more willing to
keep their existing networks with universities and technopark. Figure 5.16 supports this
argument since more than half of the services including R&D, software, design..etc. are

met internally.

Type of Relationship among Firms(%)

Goiz Istanbul,Kocaeli Other Provinces ininternational Firms  Universities GOIZ Technopark
and its Turkey
surrounding

0O Input B Trade & Technology B Finance 8 R&D/Education ® No Relation ‘

Figure 5.15: Type of relationships among firms

Where do the firms that provide specific services
(engineering, software, R&D, design, accounting, etc.) to
your firm locate (internally provided)(%g_ 19%

; 19%

8;31%
2; 8%

3;12%
8; 30%

‘ @0% 0 1-50% | 51-70% @ 71-99% @ 100%

Figure 5.16: Share of the specific services that are internally provided

As a result, in terms of market characteristic of the firms, it is obvious that majority of
the inputs are provided from foreign markets while national market dominates the
output relations. As concerns the type of relationship, the effect of the knowledge based
institutions such as universities and technopark is the weakest. However, this result

might be subject to biases if it is interpreted as relocated firms do not take into
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consideration innovation or networking because such services are already provided

internally.

5.2.6 Site

The last investigated characteristic of the firm in this part is the site comprising ownership

pattern, availability of space to expand and previous locations.

To begin with, the previous and current ownership patterns of the relocated firms are
concerned. In the literature, the expectation is that owners of premises are less likely to
move to another location than firms that are renters, because the cost of vacating the
present building is much higher for owners. However, in case of GOIZ, this argument is
not confirmed since a vast majority of the firms relocated in GOIZ were previously single
proprietors (Figure 5.17). On the other hand, if the relationship between previous and
current ownership is analyzed, it is seen that all previously tenant firms became single

proprietor after relocated in GOIZ (Figure 5.18).

Previous Ownership Pattern (%) Present Ownership Pattern (%)

154%

‘ M Single proprietor O Half proprietor half tenant @ Tenant ‘ mSingle proprietor @Half proprietor half tenant  mTenant

Figure 5.17: Previous and present ownership pattern of the firms
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The relationship between previous and current ownership pattern (%)

%

Single proprietor Half proprietor half tenant Tenant
‘ O Previously single proprietor @ Previously half proprietor half tenant B Previously tenant ‘

Figure 5.18: The relationship between previous and current ownership pattern

Another point to be raised related to site is the availability to expand in current location of
the firm. This question is important in order to reveal the relocation tendency of the firms
in the future. About 54% of the firms consider that there is not much space to expand in
their current location, while the rest has just indicated as vice versa (Figure 5.19). The
result represents the tendency of the firms to relocate one more in the future as a result of

additional space required due to a change in the production capacity.

Availability of site to expand spatially (%)

13; 46%

15; 54%'

[ ves 5]

Figure 5.19: Availability of site to expand spatially

Lastly, previous locations of the firms are described. Figure 5.20 gives the result of the
previous locations which are dominantly in the districts of Eastern side. Considering the
location of GOIZ, it is normal for the firms to decide to relocate at GOIZ which is the

closest industrial zone to their previous locations.
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Previous Locations (%)

20,0
18,0

16,0

14,0+

12,01

10,0+
8,04
6,0
4,01
2,0
0,0-

6,3(2)

6,3(2)

Location Location Location Location Location Location Location Location Location Location Location
1 2 3 4 5 6 7 8 9 10 1

Location 1 Kartal Tuzla
Location 2 Maltepe_Pendik
Location 3 Kadikay

Location 4 [Uskodar_Urranive
Location 5 Sigli_Besikta
Location 6 Bahcelievler_Zeytinburnu
Location 7 Eminéni
Location § Beyogu

Location 9 Sile

Location 10 [Gebze

Location 11 [Cerkezkiy

Figure 5.20: Previous locations of the firms

As a result, the common firm characteristics in terms of site is that vast majority of firms
are single proprietor, however, more than half of those firms found their current location as
inadequate to expand spatially. Thus, regardless of being single proprietor those firms

might desire to relocate one more in the future.

After describing the general characteristics of the firms, it is time to explain push and pull
factors generating firm relocation and to reveal the relationship between those factors and

firm characteristics which constitute the next part of this chapter.

5.3 PUSH and PULL FACTORS GENERATING RELOCATION of FIRMS

This section is allocated to identify the main push factors that make firms move from
Istanbul to GOIZ and pull factors that promote firms to relocate their activities in GOIZ.
Therefore, the factors promoting Istanbul-GOIZ relocation are investigated in detail under

two main sections.

106



5.3.1 Push Factors

In the questionnaire, firms were asked to tell which following reasons prompted them to
move their operations away from their former site through likert scale. The reasons are

classified under 7 headings that constitute sub-headings of this section.

5.3.1.1 Site and Premises

The first factor analyzed in the questionnaire is the site and premises that are introduced in
Chapter 2 as the component of location factors. In order to reveal the role of site and

premises on moving firms from Istanbul, eight questions were asked to the firms.

To begin with, the first question is about the affect of premise’s small size on leaving the
former site. 76 % of the firms found premise’s small size as an important push factor;
while 5.4 % of the firms stated as rather important and 16.2 % of the firms defined as
unimportant factor in leaving previous locations. Similar to the first question, the role of
small size of site in moving from Istanbul was asked to the firms as the second question. A
very high percent of the firms, which is approximately 80% of them, indicated this factor
as important; while 13.5 % of them found site size as an unimportant push factor (Figure

5.21).

Premises too small Site too small
6;16% 1:8% 5:14% 1;3%

+ 59
2;5% %5%

28;76% 29;78%

OImportant O Rather Important ® Not Important 0ON.a OImportant O Rather Important ® Not Important O N.a

Figure 5.21: The effect of smallness of the former premise and site on their move
from the original location

Now, it is important to discuss whether there is a differentiation among the firms who
consider site and premises as an important push factor based on sector and firm size.

Actually, there is no a significant sectoral difference among the firms since a high
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percentage of the firms in each sector indicated that small premise’s size played an
important role for relocation decision. Similarly, most of the firms in each sector found

site’s small size as an important factor that push their activities from their original location

(Figure 5.22 & 5.23).

The affect of smallness of the former premises based on sectors (%)

80.0-
70.0+

60.0-

50.0-

40.0+

30.0+

20.0+

10.0

0.0 ' : ' '
Sector 35 Sector 37 Sector 38

‘ O Important %M Rather Important % M Unimportant "4

Figure 5.22: The effect of smallness of the former premises on their move from the
original location based on sectors (%)

The affect of smallness of the former site based on sectors (%)

90.0+
80.0+
70.0+
60.0 ¢
50.01
40.01
30.01
20.01
10.0+

0.0

Sector 35 Sector 37 Sector 38
‘ OImportant %  m Rather Important % B Unimportant %

Figure 5.23: The effect of smallness of the former site on their move from the original
location based on sectors (%)
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Different from the previous result, in terms of firm’s size it is revealed that a high
percentage of the small size firms found site and premise’s small size as unimportant

factor in moving from core to the periphery (Figure 5.24 & 5.25).

The affect of smallness of the former premises based on firm sizes* (%)
83,3 (5)
90.0
80.0
70.0
60.0+ | 42,9 (12)
50.0 32,1(9)
40.0- P 25(7)
30.04 Il ‘ 16,7(1) |
20.0 i}
10.0+ i o
0.0
% % %
Small size (1-49) Medium Size (50-199) Large Firms (199+)
Olmportant ® Unimportaﬂ

* Horizontal summations of each category is equal to 100%

Figure 5.24: The effect of smallness of the former premise on their move from the
original location based on firm size (%)

The affect of smallness of the former site based on firm sizes* (%)
80 (4)
80.0
70.0
60.0
50.0 34,5(10) 37,9 (11)
40.0 27,6(8)
30.01 i
20.04 ’
10.0 g 0
0.0
% % %
Small size (1-49) Medium Size (50-199 Large Firms (199+)

* Horizontal summations of each category is equal to 100%

Figure 5.25: The effect of smallness of the former site on their move from the original
location based on firm size (%)

The reasons behind classification of insufficient size of site and premises as important
push factor might be related to a technological shift in production process or growth in

firm capacity.
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Related to the size of site and premises, as the third factor, lack of choice of alternative
sites or premises was asked in order to understand whether it is an important factor in
relocation. About 62% of the firms stated that lack of alternative site or premises played an
important role in their relocation decision (Figure 5.26). In this respect, it is understood

that previous locations of the firms were an influential obstacle that firms faced.

Lack of Choice of Alternative Sites or Premises
1;3%
9;24%

4:11% 23;62%

‘ O Important O Rather Important ® Not Important O N.a‘

Figure 5.26: The effect of lack of choice of alternative sites or premises on their move
from the original location

Another factor is the high maintenance cost at the previous location that 51% of the firms
indicated as unimportant factor driving them to relocate from Istanbul (Figure 5.27). As
concerns the firms finding this factor as important, it is revealed that sectoral
differentiation does not play a significant role for indicating high maintenance cost as a
push factor (Figure 5.28). However, in order of importance, the firm size based ranking
shows that while the vast majority of small size firms defined high maintenance cost as
unimportant in their relocation decisions, medium and large firms indicated as important
this factor. Regarding maintenance cost typically includes the cost of labor and parts to
perform repairs, the importance for high maintenance cost are expected to be low for small
firms. The outcomes confirm this argument since more than half of the firms found this

factor as unimportant is small firms (Figure 5.29).
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High Maintenance Cost
1;3%
11;30%

19;51%
6;16%

‘ OImportant O Rather Important ® Not Important O N.a

Figure 5.27: The effect of high maintenance cost on their move from the original
location

The affect of high maintenance cost as important push factor (%)

70.0

60.0+

50.0+

40.0¢

30.0¢

20.0

10.0

Sector 35 Sector 37 Sector 38
‘ Olmportant % W Rather Important % B Unimportant %

Figure 5.28: The effect of high maintenance cost on their move from the original
location based on sectors (%)

The affect of high maintanence cost based on firm sizes* (%)

60.0- 0
45.5 (5)
50.0+
40.0- 31.6(6)
30.0
20.0+ H
10.0¢ H
0.0
% % %
Small size (1-49) Medium Size (50-199) Large Firms (199+)
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* Horizontal summations of each category is equal to 100%

Figure 5.29: The effect of high maintenance cost on their move from the original
location based on firm size (%)
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Another factor that can be evaluated in relation with maintenance cost is premises
old/outdate/obsolete. Considering order of importance demonstrated in Figure 5.30, this
factor seem not important for the relocation of the firms since 62% of them found
premises old/outdate or obsolete situation as unimportant. In terms of firm size, there is a
significant difference that is large firms considered premises old as important however
small firms found it as unimportant. It is also worth to mention that the vast majority of
the firms (71%) indicated as important this factor is large firms (Figure 5.31). Considering
the relationship between times spent in the previous location and the firm size, importance
of old or obsolete situation of the premises is expected to be an important push factor for
large firms. Figure 5.32 supports the argument since 50% of the firms spending more than

30 years in their previous location are large firms.

Premises old/outdate/obsolete
1;3%

7;19%

6;16%

23;62%

‘Dlmportant O Rather Important B Not Important DN.a‘

Figure 5.30: The effect of premises’ old/outdate/obsolete on their move from the
original location

The affect of premises old/outdate/obsolete on moving out from original location
based on firm size*

80.0
70.01
60.0 1
50.01
40.01
30.01
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* Horizontal summations of each category is equal to 100%

Figure 5.31: The effect of premises’ old/outdate/obsolete on their move from the
original location based on firm size
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Distribution of firms size based on period spent in previous location (%)
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Figure 5.32: The relationship between firm size and period spent in previous location

Apart from physical factors, expiration of rental contract is another factor asked to the
firms. Actually, observing that 86% of the firms are single proprietors (Figure 5.17),
majority of the firms are expected to find expiration of rental contract as unimportant in
their relocation decision. The outcome confirms this argument since 92% of the firms

stated expiration of rental contract as unimportant factor (Figure 5.33).

Expiration of rental contract
2;5% 1; 3°/<b_ 0%

34; 92%

‘ OImportant O Rather Important B Not Important O N.a‘

Figure 5.33: The effect of expiration of rental contract on their move from the
original location

When it is asked to rank the importance of restrictive planning regulation on their existing
site or premises, 67% of the firms mentioned that it is an unimportant push factor (Figure
5.34). As concerns the firms founding planning restrictions as important in their relocation

decision, it is revealed that Kartal, Tuzla, Kadikoy, Bahgelievler and Zeytinburnu were the
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previous locations of such firms (Figure 5.35). The reason behind this result could be

identified on the basis of deindustrialization policies in those districts.

Existing Site or Premises Constrained by Planning
Regulations

1:3% 7;19%

4;11%
25;67%
‘ O Important O Rather Important B Not Important O N.a ‘

Figure 5.34: The effect of existing site or premises constrained by planning
regulations on their move from the original location

The affect of existing site or premises constrained by planning regulations on moving out from original
location based on locations *(%)
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Figure 5.35: The effect of existing site or premises constrained by planning
regulations on their move from the original location

The last push factor in this category is high cost of site or premises. More than half of the

respondents (54%) reported high cost of site or premises as unimportant push factor while
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24% of them indicated this factor as important (Figure 5.36). The outcome can also be
evaluated in relation to sectoral distribution. As Figure 5.37 demonstrates, although
sectors in general found this factor as unimportant, more than half of the firms (%56) in
chemical sector stated that high cost of site or premises played a key role in driving

relocation from Istanbul.

Difficulty in choosing appropriate site owing to environmental and toxicological concerns,
additional site requirement for both storage facilities of non environmental materials and
diverse niche businesses can be listed as reasons that drive firms in chemical sector from

Istanbul to GOIZ where land development cost is comparably lower.

High Cost of Site or Premises
3;8%

9;24%

5;14%
20;54%

‘ OImportant O Rather Important B Not Important O N.a‘

Figure 5.36: The effect of high cost of site or premises on their move from the
original location

The affect of high cost of site or premises based on sectors (%)
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Figure 5.37: The effect of high cost of site or premises on their move from the
original location based on sectors
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As a result, it is clear that a large part of the firms concerned the inadequate size of site or
premises as important push factors in their relocation decision (Figure 5.38). In other
words, the most important push factors indicated by firms put forward physical limitations
in Istanbul. In this respect, it is understood that important factors behind moving from
Istanbul is similar to those described in classical incubation theory. Scott (1990) clearly
explains that after reaching a satisfactory growth level firms need to upgrade their
technology and means of production. Therefore, consuming a larger space compared to

inner city rises as a dominant factor in firm relocation.

Push Factors / Site and Premises (%)

100%+
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40%-+
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@ Important % @ Rather Important % B Not Important %

Factor 1 |Premizes too small

Factor 2 | Site too small

Factor 3 |High maintainance cost

Factor 4 |Premises' lease expired

Factor 3 |Premizes old/outdate/obsgolete

Factor 6 |Existing site or premises constrained by planning regulations
Factor 7 |Lack of choice of alternative sites or premises

Factor 8 |High cost of site or premises

Figure 5.38: The effect of factors related to site and premises on their move from the
original location

The possible contribution of such a result to the planning for industrial sector in Istanbul is
that spatial pattern and size of industry should be taken into consideration in the process of
deciding potential areas where industrial development might occur. Otherwise, the
ongoing growth need of the firms might cause an uncontrolled spatial development that

poses certain drawbacks in the future.
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5.3.1.2 Market

The second group of questions that were asked to rank in order of importance as pushing
factor is market conditions. As discusses earlier, the factors related to market conditions
are defined in the framework of institutional and evolutionary theories. Therefore, in this
section the importance of soft factors such as entering a new market or proximity to other
firms as pushing factors are investigated. Under this group, seven factors are classified that

is explained in detail.

The first two push factors are entering new geographical and product markets that are
described as external factors in the literature. 57% of the firms found entering new
geographical markets as unimportant, while 35% of the firms indicated as important
(Figure 5.39). Similar to the previous results, entering new product markets were stated as
unimportant by 45% of the firms and for 38% of them, this factor played a key role in their

relocation activities (Figure 5.40).

Entering New Geographical Markets
1;3%

13;35%

21;57%
2; 5%

‘ O Important O Rather Important B Not Important O N.a‘

Figure 5.39: The effect of entering new geographical markets on their move from the
original location

Entering New Product Markets
1;3%

q 14;38%
17;45%

5;14%

‘ O Important O Rather Important B Not Important ON. a

Figure 5.40: The effect of entering new product markets on their move from the
original location
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In addition to the frequency analysis, it is important to investigate whether there is an
evident relationship between those two push factors and firm characteristics. Indeed,
analysis shows that there is a relationship between entering new product markets and
sectors. %64 of the firms in chemical sector found the factor as important in their
relocation decision. For the rest of the sectors, there is not a certain differentiation in the

importance ranking of the factor (Figure 5.41).

Different from previous results, in terms of entering new geographical market, it is
obvious that there is not any sector based differentiation between the firms indicated the
factor as important (Figure 5.42). As a result of sector based analysis, it is clear that firms
except in chemical sector are unwilling to enter new product or geographical markets. For
that reason, it can be stated that chemical sector have a tendency to develop new economic

activities and new product-market combinations.

The affect of entering new product market (%)
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Figure 5.41: The effect of entering new product markets on their move from the
original location based on sectors
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The affect of entering new geographical market (%)
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Figure 5.42: The effect of entering new geographical markets on their move from the
original location based on sectors

Furthermore, the outcomes based on firm’s size shows that entering new product or
geographical market is comparatively more important push factor for small size firms
(Figure 5.43 & 5.44). For medium and large firms, it is seen that entering new markets did
not play a relevant role in their relocation decision. The main reason behind this result
might be related to possible business risks of venturing into new territories and new
markets which are often not under the control of the firm. At this point, compared to
medium and large firms, small size firms are more adaptive to new market conditions.
That means relocation decision of small size firms is motivated by participation in new

markets that is expected to provide new networks fostering product innovation.

The affect of entering new geographical market on moving out from original
location based on firm size
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Figure 5.43: The effect of entering new geographical markets on their move from the
original location based on firm size
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The affect of entering new product market on moving out from original location
based on firm size
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Figure 5.44: The effect of entering new product markets on their move from the
original location based on firm size

After analyzing the effects of external factors on driving firms from Istanbul, institutional
factors related to the market conditions are discussed. Four factors were asked to the
respondents to be ranked in order of importance. The first factor is being far away from
customers. As demonstrated in Figure 5.45, 59% of the firms indicated the first factor as
unimportant, while 27% of them found it as important. Secondly, as a complementary
question the importance of being away from suppliers in driving activities from Istanbul
was asked. Similar to the previous result, a vast majority of the firms (67%) found this

factor unimportant (Figure 5.46).

Apart from being far away from market and raw material, being far away from the firms in
the same sector and sub contractors were also investigated in order to reveal the affect on
relocation decision of the firms. The outcomes reveal that those two factors seem not

important for the firms (Figure 5.47 & 5.48).

Too Far Away from Customers

1;3%

10;27%

22;59% 4;11%

OImportant O Rather Important B Not Important ON.a

Figure 5.45: The effect of being far away from customers on their move from the
original location
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Too Far Away from Suppliers

153% 6;16%

5;14%

25;67%

‘Dlmportant O Rather Important ® Not Important I:lN.a‘

Figure 5.46: The effect of being far away from suppliers on their move from the
original location

Too Far Away from the Firmsin the Same Sector
1;3% 5;14%

4;11%
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Figure 5.47: The effect of being far away from the firms in the same sector on their
move from the original location

Too Far Away from Sub Contractors
1;3% 3;8%

4;11%

29;78%

‘ OImportant O Rather Important B Not Important O N.a ‘

Figure 5.48: The effect of being far away from sub contractors in the same sector on
their move from the original location

To sum up, it is clear that firms seem to not have many problems due to being far away
from customer, supplier, and firms in the same sector and sub contractor. This result might
be interpreted as contradicting with the institutional theory literature that put a high

emphasis on spatial agglomeration of firms and relationships between firms in the forms

121



of industrial district, learning region or cluster (Pyke et al., 1990; Brusco and Paba, 1997;
Becattini, 1990; 2002; Amin, 2000). In this respect, it can be concluded that in previous
locations of the firms, there was not agglomerations that provide certain externalities
facilitating learning, innovation, collaboration in production or marketing process. At this
point, it is important to ask that whether benefitting from cluster externalities have affect

on deciding GOIZ to relocate for the firms. In next part, this question will be examined.

The last factor investigated in this group is high production cost. For 54% of the firms
high production cost is important and for 22% this factor is important (Figure 5.49). That
means high cost of production has not become a major impediment to the growth of
industry except from the firms previously located in the central districts of Istanbul.
Regarding the major elements of cost which are high raw material cost, labor and
overheads are high in central districts and sub centers, therefore it is expected that
previous locations of the firms indicating high production cost as important factor were in
central and sub central districts in Istanbul. The outcome confirms the argument since
previous location of the firms were the districts having relatively high rate of commercial
activities such as Uskiidar, Umraniye, Sisli, Besiktas, Kadikoy, Bahcelievler and
Zeytinburnu (Figure 5.50).

High Production Cost
2;5%

8;22%

20;54% 7;19%

‘ Olmportant O Rather Important B Not Important O N.a‘

Figure 5.49: The effect of high production cost on their move from the original
location
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The affect of high production cost on moving out from original location based on locations * (%)
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* Horizontal summations of each category is equal to 100%

Figure 5.50: The effect of high production cost on their move from the original
location based on previous locations

In brief, it is obvious that although entering new markets is comparatively more important
than the other factors including institutional ones, in general firms except in chemical
sector and small size ones are unwilling to develop new market networks (Figure 5.51).
From the evolutionary theory perspective, it rises from path dependence and routines since
they cause unwillingness of entrepreneurs to enter new fields of activities (new products,
new techniques, and new markets) in which they lack experience (Brons and Pellenbarg,

2003 cited in Mariotti, 2005).
Besides, it is also apparent that institutional factors were found as unimportant push factor

in driving firms from Istanbul. As mentioned earlier, it is seen that proximity did not

matter in relocation process of the firms.
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Factor 1 |Entering new geographical markets
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Factor 3 [Too far away from customers

Factor 4 |Too far away from suppliers

Factor 5 [Too far away from the firms in the same sector
Factor 6 |Too far away from sub contractors

Factor 7 [High production cost

Figure 5.51: The effect of factors related to market on their move from the original
location

5.3.1.3 Labor Supply

In this section, the questions addressed to the respondents concerning push factors are on
labor supply. As discussed in Chapter 2, labor is considered as one of the internal factors
defined in the framework of behavioral theory. In order to reveal the affect of internal

factors on relocation decision of the firms, four questions were asked to the firms.

To begin with, the first factor is the shortage of workers. About 60% of the firms defined
this factor as unimportant and if one puts answers important and rather important together,
for 38% of the firm this factor played a role in driving them from Istanbul (Figure 5.52). In
addition to this, it is also observable that the firms that found this push factor as important
operate in the basic metal industry (Figure 5.53). It might be related to that basic metal
industry requires more skilled labor force in the production process that includes cutting

and molding in order to produce minute spare parts of larger equipments.
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Shortage of Workers
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8;22%
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Figure 5.52: The effect of shortage of workers on their move from the original
location
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Figure 5.53: The effect of shortage of workers on their move from the original
location based on sectors

Similar to the previous question, shortage of skilled workers is another factor that was
asked to the respondents. For 67% of the firms, the factor is not considered to be
important while making relocation decision (Figure 5.54). The rest two analyses,
comprising the factors of high cost of labor and low productivity of labor force, also reveal
similar results with previously mentioned factors. Actually, in accordance with the
ranking, for the vast majority of the firms those two factors did not play a role in their
relocation decision (Figure 5.55 & 5.56). These results are not surprising since labor is still

supplied within Istanbul city region.
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Shortage of skilled workers
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Figure 5.54: The effect of shortage of skilled workers on their move from the original
location

Labor too Costly
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Figure 5.55: The effect of high cost of labor on their move from the original location

Low productivity of labor force
1;3%

10;27%

- 80
23;62% 3;8%

‘ O Important O Rather Important B Not Important O N.a‘

Figure 5.56: The effect of low productivity of labor force on their move from the
original location

Now it is important to investigate whether there is a significant sectoral difference
between the firms which found any labor oriented factors as important in their relocation
decision making process. Indeed, a significant sectoral differentiation is only observed
between the firms who found high cost of labor as important factor. As illustrated in
Figure 5.57, more than half of the firms in the basic metal industry considered the factor as

influential in leaving Istanbul.
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The affect of high cost of labor (%)
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Figure 5.57: The effect of high cost of labor on their move from the original location
based on sector

As a result, it is clear that none of the factors related to labor are not decisive in relocation
decisions of the firms (Figure 5.58). This is important since firms have not considered
labor as an obstacle to the relocation decision. On the contrary, firms might think that it is
easier to hire employees in GOIZ rather than making employees move there. Moreover,
such an outcome may partly be explained by the characteristics of the firms relocated to
GOIZ. Since it is determined that relocated firms are capital intensive and large scale firms
in sectors such as machine and chemical industry, it is expected that they have little

dependence on labour availability.

Push Factors / Labor (%)
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Factor 1 |Shortage of workers

Factor 2 |Shortage of suitability skilled workers
Factor 3 |Labour too costly

Factor 4 |Low productivity of labor force

Figure 5.58: The effect of labor oriented factors on their move from the original
location
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5.3.1.4 Transport and Infrastructure

In this section, the factors related to transport and infrastructures are investigated in order
to reveal the importance in firm relocation. The factors in this group can also be defined as
location factors since they are related to the firm’s site and situation. Under this group,

three factors were asked to the respondents to be ranked in order of importance.

The first factor is transport and congestion problems in previous location. Nearly half of
the firms, classifying important and rather important together, mentioned that this factor is
important, while 48% of the respondents asserted that transport problems is not affective
in their relocation decision (Figure 5.59). Additionally, in terms of sectoral differentiation,
more than half of the firms in chemical industry mentioned transport problems as an
important push factor which can be related as the previous locations of the firms (Figure
5.60). Such an outcome is confirmed with the help of Figure 5.61 that demonstrates
previous locations of the firms. Since more than half of the firms previously located in
central districts of Istanbul such as Kadikdy, Uskiidar, Umraniye and Eminonii, definition

of congestion problem as a push factor is an expected result.

Transport/Congestion Problems
1;3%

q 14;38%
18;48%

4;11%
O Important O Rather Important ® Not Important O Na

Figure 5.59: The effect of transport/congestion problems on their move from the
original location
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The affect of transport/congestion problems (%)
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Figure 5.60: The effect of transport/congestion problems on their move from the
original location based on sectors
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Figure 5.61: The effect of transport/congestion problems on their move from the
original location based on previous locations

The second push factor asked to the respondents is lack of car parking. For 46% of the
firms this factor is influential in their relocation decision making process, while other
firms comprising nearly half of the all firms mentioned that lack of car parking did not
play a key role in driving their activities from Istanbul to GOIZ (Figure 5.62). Considering
the comparatively high ratio of the factor in order of importance, it is expected that the
previous location of the firms was in central districts of Istanbul where congestion

problem is known as to be high. The Figure 5.63 support the argument since previous
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locations of the firms that found lack of car parking as important push factor are in central

districts of Istanbul such as Kadikoy, Uskiidar, Umraniye, Sisli and Besiktas.

Lack of Car Parking
1;3%

17;46%

18;48%

1;3%
‘D Important O Rather Important ® Not Important O N.a‘

Figure 5.62: The effect of lack of car parking on their move from the original
location
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Figure 5.63: The effect of lack of car parking on their move from the original
location based on previous locations

The last factor determined in this group is high cost of services including water, electricity,
gas etc. Putting important and rather important together, about 55% of the firms pointed
out that high cost of services mattered in driving firm relocation. On the other hand, for
439% of the firms, this factor seems not important (Figure 5.64). If the result is evaluated

taking into consideration the previous locations, it is expected that firms indicated the high
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cost of service as unimportant located in central district of Istanbul since they had the
advantage to benefit from infrastructure facilities in a minimum cost compared to
peripheral areas of the city. However, the outcome does not confirm the argument since
previous locations of the firms indicated the factor as unimportant did not differentiate

based on characteristics of the districts (Figure 5.65).

Services Cost (i.e. water, electricity, gas)
1;3%

14;38%
16;43%

6;16%

‘ O Important O Rather Important B Not Important O N.a‘

Figure 5.64: The effect of high cost of services on their move from the original
location
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Figure 5.65: The effect of high cost of service on their move from the original location
based on previous location

In brief, factors related to transport and infrastructures were considered as influential. In

particular, for the firms previously located in central districts in Istanbul, transportation
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based factors had much more impact on their relocation decision. In short, considering the
fact that about 90% of the transportation in Istanbul is made up of highway traffic that

causes congestion, determination of transportation problem as push factor is an expected

outcome.
Push Factors / Transport&Infrastructure (%)
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Factor 1 |Transportf congestion problems
Factor 2 |Lack of car parking
Factor 3 |Serices cost (i.e. water, electricity, gas)

Figure 5.66: The effect of transportation and infrastructure on their move from the
original location

5.3.1.5 Local and National Government

In this part of questions, the research took into account local and national government
policies. Four factors including deindustrialization decision of local authority,
environmental awareness and protection, tax treatment not favorable to the firm and

inefficiency of public administration were asked to the firms to be answered.

To begin with, the first factor investigated is deindustrialization decision of local and
national authority. Regarding that particularly the Greater Istanbul Municipality has aimed
to discourage location of industry in Istanbul in order to achieve a service sector oriented
character of the city and creates environmental awareness and protection, the firms are
expected to be stimulated to move to other locations where plans proposed suitable

conditions for industrial development. The empirical result shows that in the case of
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deindustrialization decision, while %51 of the firms found this factor as unimportant, 41%
of them stated that this factor played a key role in their relocation. Similarly, in the case of
environmental awareness and protection, the results present that this factor is dominantly

found as unimportant (Figure 5.67).

Deindustrialization decision of local and national Environmental awareness and protection

authorities .
2;5% 1;3%

12;32%
15; 1%

19; 51% 21;57% 8%

3 3%

O Important O Rather Important Not Important O Na O Important O Rather Important Not Important O Na

Figure 5.67: The effect of deindustrialization decision of local and national
authorities and policies on environmental awareness and protection on their move
from the original location

Now, it is appropriate to analyze the firms, constituting 41% of the total, which indicated
the deindustrialization decision as important in relocation process. As mentioned at the
beginning of this chapter, there are 9 firms that are still in Istanbul but will relocate in
coming years. For those firms, it is expected that deindustrialization decision is much
more influential in relocation decision making process than the other firms already
relocated in GOIZ. However, the figure below demonstrates that for 67% of the firms that
have not relocated in GOIZ this factor is not important in driving their activities from the
present locations to GOIZ. At this point, it is seen that firms already relocated in GOIZ

have a positive opinion about local government policy.
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Share of the firms found deindustrialization decision as important push factor
based on relocation situation (%)
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Figure 5.68: The share of the firms found deindustrialization decision as important
push factor based on relocation situation

Furthermore, two more factors namely tax treatment not favorable to the firm and
inefficiency of public administration related to this group were asked to the firms. Based
on the results, it can be said that a vast majority of the firms stated that these factors were
not important at all (Figure 5.69). The entrepreneurs do not seem so convinced about the

relevance of government subsidies.

Tax treatment not favourable to the firm Inefficiency of public administration

2;5%

6:16%  5.co, 1;3% 7;19%

3;8%

27:74% 26;70%

‘ O Important O Rather Important ® Not Important O N.a‘ ‘ O Important O Rather Important ® Not Important O N.a‘

Figure 5.69: The effect of tax treatment not favorable to the firm and inefficiency of
public administration on their move from the original location

5.3.1.6 Availability of Financial Assistance and Incentives

Availability of financial assistance and incentives is described under the framework of
institutional factors in the literature as mentioned in Chapter 2. In some of the studies, for

example the case of firms invested in Mezzogiorno in Italy conducted by Mariotti (2005),
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it is found that for the vast majority of the firms incentives played a key role in the
relocation decision so that respondents stated that without incentives they would never

have relocated.

In line with this research, factors related to incentives were asked to the firms in order to
understand their affects on relocation. In case of GOIZ, the result is differentiating totally
from Italian case since vast majority of the firms defined the factors as unimportant
(Figure 5.70). In other words, incentives did not play a key role in the relocation decision.
Thus, without incentives they have relocated. This result might be related to that firms
relocated GOIZ has established with self financing without loans, embracing the “not to

expect everything from the government” principle.

Difficulty in Taking Up Bank Credit Lack of Financial or Other Incentives

2;5% 2;5%

2;5% ;3% 5;14%
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Figure 5.70: The effect of difficulty in borrowing from banks credit and lack of
financial or other incentives on their move from the original location

5.3.1.7 Quality of Life

The scholars underlined that quality of life is one the soft factors promoting firm
relocation. As clearly stated by Mariotti (2005, p.175), quality of life (housing and
environment), image of places are shown to be as ‘relevant’ in several studies on firm
relocation choices. In line with the literature and studies, it is expected that the push
factors related to the quality of life are important for the firms. However, when examined
the results of two factors namely high cost of living and housing in Istanbul related to the
quality of life, it is revealed that the factors are not important determinants of the
propensity to move (Figure 5.71). In detail, this result is not surprising considering the
share of the labors that changed their address after relocation of the firms. Since the

respondents stated that there was not a change in the address of more than half of the
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labors regardless of skill level after relocation, the labors are still in the same location

which makes two factors as neutral for them (see Appendix A, Figures 1, 2 and 3).

High cost of living in Istanbul High cost of housing in Istanbul
1;3% 1;3%
8;22% 9;24%
1;3%
5 14%
22;59%
27;72%
‘ OlImportant O Rather Important ® Not Important O N.a‘ ‘ O Important O Rather Important ® Not Important O N.a‘

Figure 5.71: The effect of high cost of living and housing in Istanbul on their move
from the original location based on previous location

In summary, if the all push factors are compared based on ranking in order of importance,
the factors related to site, premises, transport and infrastructure were found significantly
more important for the relocation decision process than the other ones. Additionally, the
empirical results for the factors describing driving reasons of firms from Istanbul indicate
that infrastructure and transportation variables which reflect the transport, congestion
problems and lack of car parking turned out to be the most significant ones at conventional
level. This outcome is not surprising because accessibility and car parking problems are
considered to be important push factors, driving firms to relocate from the core areas to the

periphery in many studies.'®

The factors related to government policies are in the third rank in the order of importance.
Since local authority has made strict rules in spatial planning of industry and with regard
to, for instance, environmental limits and decentralization policies, firms are stimulated to

move from Istanbul.

18 For current study on micro level analysis of firm relocation, see: Pellenbarg, P. H., Van Wissen,
L.J.G, & Van Dijk, J. (2002), Firm Relocation: State of the Art and Reseacrh Prospects, SOM-
theme D: Regional Science. Mariotti, I. (2005) Firm Relocation and Regional Policy: A focus on
Italy, the Netherlands and the United Kingdom, Netherlands Geographical Studies 331, University
of Groningen, Faculty of Spatial Sciences, The Netherlands
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Table 5.4: The share of push factors in order of importance

Push Factors Important | Rather Important | Not Important N.a TOTAL (%)
Site and Premises 3B 98 A7 B 37 100
Market 228 120 G2 2 31 100
Labor 223 122 G248 27 100
Transpornt&Infrastructure 405 98 45 2 27 100
Financial Assistance 54 54 538 54 100
Incentives 135 135 703 27 100
Local and National Authority 270 6.1 5248 4.1 100
Guality of Life 230 g1 G52 27 100

Importance of Push Factors in Firm Relocation (%)
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Factor 7 |Local and Mational Authaority
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Figure 5.72: The share of push factors in the order of importance

To conclude, there are different reasons of relocation that stem from the structural factors
of industries or environmental factors such as the absence of infrastructural facilities,
agglomerations facilities, locational externalities, monetary problems etc. However, what
is common to all firms is to make their profits maximum. Therefore, they relocated to

GOIZ where they can be successful in this objective.

5.3.2 Pull Factors

In the process of relocation, certainly there are many different reasons behind the

preference for the new location that might stem from the location factors, sufficient
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infrastructural facilities or institutional factors such as agglomeration facilities or
locational externalities. Thus, in the second section, the main aim is to investigate which
pull factors have led the firms to relocate in Gebze Organized Industrial Zone (GOIZ). In
this respect, the attractiveness of GOIZ for firm relocation was analyzed through six main

factors including:

1. Site and premises

Market and networking

Labor power

Transportation and infrastructure

Incentives

A

Policies of national and local government

5.3.2.1 Site and Premises

The first group of questions under the heading of site and premises comprises the basic
locational factors, based on the relocation theories in Chapter 2, such as accessibility of the
site or premises, low cost of the site, ownership pattern and spatial expansion flexibility of
the site. Before analyzing the data, it should be noted that those factors are also important

to understand the suitability of the present location in terms of physical attributes.

First of all, accessibility of the site or premises as a pull factor was asked to the
respondents to be ranked in order of importance. The empirical result shows that more
than half of the firms (70%) found this factor as important in promoting relocation (Figure
5.73). This high ratio is not surprising because accessibility is considered to be an

important location characteristic in relocation studies (Pellenbarg et all, 2002).
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Accessibility of site or premises
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Figure 5.73: The effect of accessibility of site or premises on the reasons of preference
for GOIZ

Furthermore, it might be said that accessibility appears to be a problem in previous
locations of the firms. In order to reveal that, it can be analyzed whether there is a
relationship between accessibility problem and previous location. When the accessibility
problem and previous location in question, it is worth mentioning that there is not any
significant differentiation among previous locations of firms considering this factor as
important, however, in terms of unimportance ranking, it is seen that previous locations of
the firms were dominantly in the districts closer to the peripheral parts of Istanbul since

those districts have less congestion problems compared to the inner districts (Figure 5.74).

The affect of ibility of site or premises on the p reasons of GOIZ
based on previous locations (%)

% %

Location 1 Location 2 Location 3 Location 4 Location 5
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Location 4|Uskiidar Umraniye
Location 5| Sisli_Besiktas
Location 6|Bahcelievier_Zeytinburny
Location 7|Emindni

Location 8] Bevyoglu

Figure 5.74: The effect of accessibility of site or premises on the reasons of preference
for GOIZ based on previous locations
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Following factor is low cost of the site or premises that is expected to be crucial in
relocation process. Regarding acquisition cost of site is one of the direct cost of relocation
process and is much higher in inner districts of Istanbul, it is expected that the places that
provide cheaper site are much more suitable for firm relocation. As illustrated in the figure
below, this argument is partially true in GOIZ case since for nearly half of the firms low
cost of site or premises is an important pull factor. According to the Law 4562, about
Organized Industrial Zones, industrial zones are the places where certain goods and
services based on production zones are provided by supplying land parcels. Regarding this
fact, it is clearly seen that provision of land at a low cost is one the main advantages of the
organized industrial zones. Thus, indication this factor as important by the firms is not a

surprising fact.

Low cost of site/premises

1;3%

18;48%

5;14%
‘ O Important O Rather Important Not Important O N.a‘

Figure 5.75: The effect of low cost of site/premises on the reasons of preference for
GOIZ

The third factor supporting the move is the tenure of premises (leasehold/freehold). The
outcome shows that 70% of the firms indicated the ownership pattern as an important pull
factor, in other words firms dominantly took into consideration this factor (Figure 5.76).
The fact can be explained as the vast majority of the firms are the single proprietor in
GOIZ. Another explanation would be that the cost of getting rid of the previous building is
less than owning a new one in GOIZ. Furthermore, based on the result of cross tabulation
comprising this factor and sectors, it is found that there is not any sectoral differentiation

among the firms who indicated the factor as important or unimportant (Figure 5.77).
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The tenure of premises (leasehold/freehold)
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Figure 5.76: The effect of the tenure of premises on the reasons of preference for
GOIZ
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Figure 5.77: The effect of the tenure of premises on the preference reasons of GOIZ
based on sectors

The last pull factor under site and premises is the flexibility (spatial expansion) of the
premises. As a matter of fact that firms reaching satisfactory growth level in inner districts
of the city are willing to consume a larger space, therefore the spatial expansion possibility
of the site is expected to be crucial in deciding where to relocate activities. Indeed, the
outcome reveals that an important percentage of the firms (73%) preferred GOIZ because

of the spatial expansion opportunities provided by the industrial zone (Figure 5.78).
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The flexibility (spatial expansion) of the premises or
site package offered
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Figure 5.78: The effect of the flexibility (spatial expansion) of the premises on the
preference reasons of GOIZ

To sum up, when all factors are compared in order of importance, it is revealed that spatial
expansion opportunity, accessibility and ownership have nearly equal impacts on firm’s
decision about choosing GOIZ to relocate their activities (Figure 5.79). In particular, low
price of land plays the most important role. All of these reasons can correspond to the
absence of industries’ locational needs in their previous locations. Indeed, regarding the
previous locations of the firms, which are dominantly at central districts of Istanbul,
indication of those factors as important is not surprising due to the high cost of site and

ownership and congestion problems reducing accessibility of the site in previous location.

Pull Factors / Site and Premises (%)

Factor 1 Factor 2 Factor 3 Factor 4

‘ @ Important % @ Rather Important % B Not Important %

Factor 1 |Accessihility of site of premizes

Factor 2 |Low cost of site/premises

Factor 3 |The tenure of premises (leasehold/freehold)

Factor 4 |The flexibility (spatial expansion) of the premises or site package offered

Figure 5.79: The effect of site and premises on the preference reasons of GOIZ
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5.3.2.2 Market & Networking

The second group comprises the pull factors related to market and networking. As
discussed in Chapter 2, market and networking oriented factors are described in the
framework of evolutionary and institutional theory. Following the arguments of both
theories, it is aimed to investigate to what extent market conditions are influential in
promoting firms to relocate and whether cluster externalities that are expected to be
provided by organized industrial zones played an important role in relocation of firms. In
order to answer such questions, eleven factors were asked to the respondents to be ranked

in order of importance.

The first pull factor is to try and exploit new or wider market. The results show that 62%
of the respondents, putting important and rather important together, indicated that
providing new market opportunities is an important pull factor in deciding to relocate to
Gebze Organized Industrial Zone (GOIZ) (Figure 5.80). When sectoral differentiation is
taken into consideration, it is revealed that the firms in chemical industry defined this
factor relatively more important in relocating their activities in GOIZ (Figure 5.81). At this
point, it can be said that those firms are in a process of product differentiation or want to

benefit from the networking advantages provided by the organized industrial zone.

To try and exploit new or wider markets

1;3%

13;35%

18;48%

B-1A9
‘ O Important O Rather Important B Not Important O N.a‘

Figure 5.80: The effect of exploiting new or wider markets on the preference reasons
of GOIZ
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The affect of exploiting new or wider markets (%)
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Figure 5.81: The effect of exploiting new or wider markets on the preference reasons
of GOIZ based on sectoral distribution

The next pull factors related to the market are proximity to suppliers and customers. More
than half of the firms found it as unimportant (Figure 5.82). Indeed, this outcome is not
surprising since firms in GOIZ provide more than 25% of raw material from foreign
markets and sells more than 25% of their product to national market (Figures 5.13 & 5.14).

Therefore, these two factors do not lead to decision to relocate.

Proximity to suppliers Proximity to customers

0;0% 1;3%
10;27%

14;38%

22;59% 21:56%
1;3%

O Important © Rather Important ® Not Important O Na O Important O Rather Important ® Not Important O Na

Figure 5.82: The effect of proximity to suppliers and customers on the preference
reasons of GOIZ

In terms of sectoral differentiation, the outcome reveals that chemical and basic metal
industries are the sectors dominantly stated proximity to customer and suppliers as
important pull factors (Figure 5.83 & 5.84). This result can be explained with the sectoral
characteristics. Those sectors depend on mutual relation of output and input markets and

their distribution in Istanbul Metropolitan Area which are concentrated in Kartal and Tuzla
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that are very close to GOIZ (see Appendix B, Figure B.11 & B.12). Thus, it can be

claimed that those firms preferred GOIZ as very close to Kartal and Tuzla.

Sectoral distribution of the firms found proximity to suppliers
as important pull factor (%)

70,0 60,0
60,0 o
50,0
40,0
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10,0
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Figure 5.83: The effect of proximity to suppliers on the preference reasons of GOIZ
based on sectoral distribution

Sectoral distribution of the firms found proximity to customers as important pull
factor (%)

Sector 35 Sector 37 Sector 38
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Figure 5.84: The effect of proximity to customers on the preference reasons of GOIZ
based on sectoral distribution

A different kind of variables in the category ‘market and networking’ are the category of
factors that reflect to what extent firms thought to benefit from externalities provided by
GOIZ. Since, in the literature, it is clearly explained that in the last 10-15 years there is a

shift to soft factors such as the availability of research networks, knowledge infrastructure,
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and information technologies, defined as cluster externalities, that motive firms to relocate
(Pellenbarg et al, 2002), it is expected that the factors reflecting cluster externalities were
defined as important pull factors in firm relocation. However, this argument is indeed not

confirmed in the empirical analysis of this research.

Considering the results of the four factors namely proximity to the firms in the same
sectors, proximity to sub contractor, to initiate collaboration with foreign firms in GOIZ
and relocation of firms that are already collaborated were asked to be ranked in order of
importance, it is observed that a vast majority of the firms did not find cluster oriented

factors as important determinants of relocating in GOIZ (Figure 5.85 & 5.86).

Proximity to firmsin the same sector Proximity to sub contractor

133% 1;3% -19%
9;24% 7;19%

1;3%

'5514%
22;59%

28;75%
‘ OlImportant O Rather Important ® Not Important O N.a‘ ‘ O Important © Rather Important ® Not Important O Na

Figure 5.85: The effect of proximity to firms in the same sector and subcontractor on
the preference reasons of GOIZ

To initiate collaboration with foreign firms in GOIZ Relocation of firms that is already collabotared

1;3% 5;14%
;3% 6;16%

6;16%
5;14%

25;67% 25;67%

‘ O Important O Rather Important ® Not Important O N.a‘ OlImportant O Rather Important B Not Important 0O N.a

Figure 5.86: The effect of initiating collaboration with foreign firms in GOIZ and
relocation of firms that is already collaborated on the preference reasons of GOIZ

Now it is important to discuss whether there is a sectoral differentiation among the firms
that found cluster oriented factors as influential in relocating their activities to GOIZ.

Actually, the cross tabulations demonstrates that except two factors namely proximity to
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suppliers and customers, firms, which indicated cluster oriented factors as important pull

factors, are not differentiated based on sectors.

Sectoral distribution of the firms found proximity to the firms in the same sectors
as important pull factor (%)

68,8
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Figure 5.87: The effect of proximity to firms in the same sector on the preference
reasons of GOIZ based on sectoral distribution

Sectoral distribution of the firms found proximity to sub contractor
as important pull factor (%)
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Figure 5.88: The effect of proximity to sub contractor on the preference reasons of
GOIZ based on sectoral distribution
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Sectoral distribution of the firms found relocation of firms that is already
collaborated as important pull factor (%)
00,0

0,0 § 0,0

Sector 35 Sector 37 Sector 38

| glmportant® & Rather Important % a Unimportant % ‘

Figure 5.89: The effect of relocation of the firms that are already collaborated on the
preference reasons of GOIZ based on sectoral distribution

Sectoral distribution of the firms found initiating collaboration with foreign firms in
GOIZ as important pull factor (%)
20,0
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Figure 5.90: The effect of initiating collaboration with foreign firms in GOIZ on the
preference reasons based on sectoral distribution

Apart from proximity oriented factors, firms were also asked to indicate whether existence
of technopark was an attractive factor behind the choice of GOIZ to relocate. Since
competitiveness literature puts a high emphasis on R&D in order to be able to attain
international production, knowledge and business networks, it is expected that firms see

GOIZ technopark as an attractive factor in choosing GOIZ to relocate their activities.

However, this is not fully supported in GOIZ case since more than half of the firms (54%)
indicated that GOIZ technopark did not play an important role in determining to move to

GOIZ, on the other hand when putting important and rather important together it is

148



observed that for 41% of the firms this factor is important, which means GOIZ technopark
can be regarded as not a very irrelevant factor in decision making process of the firms
(Figure 5.91). Additionally, it should be noted that 72% of the firms that found this factor
as important are in machinery industry (Figure 5.92). In line with such a result, it might be
said that machinery sector has much more relationship with GOIZ technopark than the
others. However, this result is not enough to say that other sectors do not engage in
research and development activities because firms in other sectors may have their own

research unit or their research unit may be in other countries.

GOIZ technopark

2;5%

10;27%

;14%

‘ O Important O Rather Important B Not Important O N.a‘

Figure 5.91: The effect of existence of GOIZ technopark on the preference reasons of
GOIZ

Sectoral distribution of the firms found GOIZ
technopark as important pull factor
1; 14%

1;14%

5; 72%

‘ O Sector 35 O Sector 37 | Sector 38 ‘

Figure 5.92: The effect of existence of GOIZ technopark on the preference reasons of
GOIZ based on sectors

Lastly, in order to understand whether cluster externalities are influential in firm relocation
process, it was asked if GOIZ is regarded as the place that enables new technology and
information transfer. Porter (2000) clearly defines that cluster externalities provide

different kind of bargains with labour, government, business and technology with fully
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participation in information and research networks. As a result of such participation, new

technology and information transfer are the most important opportunities.

Following Porter’s argument, it is expected that firms consider the organized industrial
zone as the place where new technology and information transfer is provided. When the
result is considered, it appeared that nearly 60% of the firms did not indicate this factor as
important in their preference reason of GOIZ (Figure 5.93). However, if the firms are
taken into consideration based on sectoral differentiation, it is revealed that particularly,
the firms in chemical sector claimed that provision of new technology and information
transfer played a key role in relocation decision making process (Figure 5.94). In other
words, the firms in chemical sector have a higher tendency to be in the process of sharing
of skills, knowledge, technologies, methods of manufacturing, samples of manufacturing

and facilities with other institutions to ensure scientific and technological developments.

Provision of new technology and information
transfer

1;3%

8;22%

6; 16%
22; 59%

‘ O Important O Rather Important ® Not Important I:lN.a‘

Figure 5.93: The effect of new technology and information transfer provided by
GOIZ on the preference reasons of GOIZ

Sectoral distribution of the firms found new technelegy and information transfer
provided by GOIZ as important pull factor (%)
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Figure 5.94: The effect of new technology and information transfer provided by
GOIZ on the preference reasons of GOIZ based on sectors
150



In brief, the outcome of this research lead to the conclusion that factor 1, trying and
exploiting new or wider markets, was perceived as the most relevant determinant to
relocate compared to the ratios of other factors in order of importance. In other words,
firm relocation activity is motivated by the market oriented reasons rather than cluster or
networking ones. In fact, the factors related to cluster or networking were dominantly
indicated as unimportant by the firms. Thus, it is possible to say that most firms did not
really care about benefits of agglomeration facilities. This is a contradictory situation in

terms of ““cluster literature” inclinations.

Pull Factors / Market & Networking (%)
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Factor 1 |To try and exploit new orwider markets

Factor 2 |Proximity to suppliers

Factor 3 |Proximity to customers

Factor 4 |Reduced delivery times

Factor 5 |Proximity to firms in the same sector

Factor 6 |Proximity to sub contractor

Factor 7 _|Low cost of production

Factor 8 |GOIZ technopark

Factor 9 |To initiate collaboration with foreign firms in GOIZ
Factor 10|Felocation of firms that is already collabotared
Factor 11|Provision of new technology and infarmation transfer

Figure 5.95: The effect of market and networking on the preference reasons of GOIZ

5.3.2.3 Labor Supply

With regard to the labor force as a pull factor, it can be mentioned that identification of the
factors in order of importance is not so clear. In particular, if the three factors including
availability of labor, skills of labor and low cost of labor that were asked to the
respondents to be ranked the empirical results are taken into consideration, it is revealed

that for nearly half of the firms indicated those factors are unimportant, the remaining
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found the factors as important in relocation decision making process (Figures 5.96, 5.97

and 5.98).

Regarding the facts that more than half of the labor did not change their residential
location after relocation the firms in GOIZ and they densely located in Gebze, Tuzla,
Kartal and Pendik, which are probably why for the respondents considered these factors
are neutral (See Appendix A, Figure A.1, Figure A.2, Figure A.3 & Figure A.4).

Availability of labour

1;3%

\

‘ O Important+Rather important B Not Important 0O Na ‘

19;51%

17;46%

Figure 5.96: The effect of availability of labor on the preference reasons of GOIZ

Skills of labour

1;3%
q 18;48%

‘ O Important+Rather important Not Important O N.a‘

18;49%

Figure 5.97: The effect of skills of labor on the preference reasons of GOIZ
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Low cost of labour compared to Istanbul

2;5%

18;49%

17;46%

‘ O Important+Rather important Not Important O N.a‘

Figure 5.98: The effect of low cost of labor compared to Istanbul on the preference
reasons of GOIZ

In summary, although approximately half of the firms indicated the labor oriented factors
as important, none of them are very dominant as pull factors. Therefore, it is possible to
say that this result seems to contradict with the studies that emphasis the importance of

internal factors in promoting firms to relocate in GOIZ.

Pull Factors / Labor (%)
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Factor 1 |2vailability of labour
Factor 2 | Skills of labour
Factor 3 |Low cost of labour compared to Istanbul

Figure 5.99: The effect of labor supply on the preference reasons of GOIZ

5.3.2.4 Transport and Infrastructure

Based on transport and infrastructure, two types of infrastructure facilities regarding both

long- and short-distance infrastructures were asked to the firms to be ranked in order of
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importance. While long-distance infrastructures are roads, motorways, airports, ports,
railways; short-distance infrastructures includes basic infrastructures including the streets
linking the firm to the main road, car parking, telephone and basic services such as

electricity and water connections.

In terms of long distance infrastructures, four factors namely good road links, good rail
links, proximity to Sabiha Gokgen and proximity to sea ports (Gebze-Hereke) are
investigated in order to reveal the affect on determining GOIZ to relocate. Among the four
factors, the most important pull factor is good road links that 75% of the firms, counting
important and rather important together, found as an important pull factor. The second pull
factor is the proximity to sea ports. Proximity to the Sabiha Gokgen airport is the third
factor in order of importance and the least important factor is good rail links (Figures
5.100 & 5.101). This ranking shows that the existence of good road links of GOIZ highly

induced firms to relocate.

Good road links Good rail links
. 1;3% 1;3% 6;16%
8;22% 3;8%
20;53%
8;22% 27;73%
O lmportant 0 Rather Important ® Not Important O Na O Important O Rather Important ® Not Important O Na

Figure 5.100: The effect of good road and rail links on the preference reasons of
GOIZ

Proximity to the Sabiha Gokcen airport Proximity to sea ports (Gebze-Hereke)

1;3% 0;0%
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Figure 5.101: The effect of proximity to the Sabiha Gokcen airport and sea ports
(Gebze-Hereke) on the preference reasons of GOIZ
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When the most important pull factor, good road links, is examined based on sectoral
differentiation, it is found out that there is not a significant sectoral differentiation among
the firms (Figure 5.102). Thus, it is obvious that regardless of sectors, good road links
provided by GOIZ encourage firms to invest in the organized industrial zone. However, in
terms of secondly important factor that is proximity to sea ports, a sectoral differentiation
is apparent. In detail, sector 35 (chemical industry) and sector 37 (basic metal industries)
are significantly found the factor as important (Figure 5.103). The result might be related
to the sectoral requirements since port services are vital for industries such as food

process, petroleum, chemicals, and basic metal industries.

Sectoral distribution of the firms found good road links as important pull factor (%)
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Figure 5.102: The effect of good road links on the preference reasons of GOIZ based
on sectors

Sectoral distribution of the firms found proximity to sea ports (Gebze-Hereke) as
important pull factor (%)
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Figure 5.103: The effect of proximity to sea ports on the preference reasons of GOIZ
based on sectors

155



Furthermore, the previous studies on firm relocation stated that as the size of industries get
higher, the ratios of long distance infrastructure factors increase too. This can be due to the
need for better transportation facilities in order to get easy accessibility to sectors, markets
and raw materials. Thus, it is expected that dominantly large firms stated that the first
ranked pull factor, good road link, played a key role in relocation process. However, the
empirical evidence did not support the argument since there is not a significant firm size

based differentiation among the firms (Figure 5.104).

The share of the firms that found good road links as importance pull factor based on
firm size (%)

60,0

50,0
40,0
30,0

20,0

10,04

0,0

: :
small size medium size large firms

‘ O Important+Rather Important % B Unimportant %

Figure 5.104: The effect of good road links on the preference reasons of GOIZ based
on firm size

After analyzing long distance infrastructure factors, the affect of short distance
infrastructure on deciding GOIZ to relocate is analyzed. This heading comprises three pull
factors that are less transport congestion in GOIZ, more or better car parking and low cost
of services. To begin with, the majority of the respondents pointed out that more or better
car parking was a key determinant having impact on the preference reasons of GOIZ.
Secondly, low cost of services was ranked in order of importance and the least important
short distance pull factor compared to the other is less transport congestion in GOIZ
(Figures 5.105, 5.106 and 5.107). As mentioned in preceding section, those results imply
that particularly car parking problem in previous location of the firms encouraged them to

relocate to where car parking facilities are available.
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More or better car parking
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Figure 5.105: The effect of more and better car parking on the preference reasons of
GOIZ

Low services cost (i.e. water, electricity, gas)
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Figure 5.106: The effect of low cost of services on the preference reasons of GOIZ

Less transport congestion in new location
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16;43%

10:27%
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Figure 5.107: The effect of less transport congestion in GOIZ on the preference
reasons of GOIZ

As a result, based on the classification of interviewees, it is revealed that more and better
car parking is the most important pull factor among short distance infrastructure factors;
while in terms of long distance infrastructure factors, good road links ranked first in order

of importance (Figure 5.108).
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Figure 5.108: The effect of transport and infrastructure on the preference reasons of
GOIZ

Considering the lack of transport links between inner districts in Istanbul, it is not
abnormal that firms prioritized good road links while deciding where to relocate. In
addition, the absence of car parking in inner districts induces firms to invest in GOIZ

where parking facilities are provided.

5.3.2.5 Local and National Government

In the preceding chapters, it is mentioned that the scholars underlined the growing
relevance of government policy in firm relocation choice. As suggested by Pellenberg et
all (2002), besides location factors that are traditionally used for the explanation of firm
relocation, it is argued that also institutional factors like government policy may contribute
significantly to the explanation of firm relocation. Thus, it is expected that the local
government strategic spatial decision, which is based on determination of GOIZ as the
proposed are for industrial development, is indicated as important pull factor by the firms.
Indeed, the result demonstrates that majority of the firms (71%), counting important and
rather important together, stated that plan decisions of the local government played a

crucial role in the relocation decision (Figure 5.109). With regard to the result, it can be
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said that the plan of Greater Istanbul Municipality is thougth to be influential in facilitating

or inhibiting locational choices of firms.

Determination of GOIZ as the proposed area for
industrial development
2;5%

20;55%

6;16%
‘ O Important O Rather Important Not Important O N.a‘

Figure 5.109: The effect of determination of GOIZ as the proposed area for
industrial development on the preference reasons of GOIZ

5.3.2.6 Incentives

In the last part, the questions related to incentives were asked to the firms to investigate
the impact on preference reasons of GOIZ. As stated in Chapter 2, incentives are relatively
important for a firm which has already decided to invest in a peripheral area. Firms decide
to make an investment (expansion or new plant) and subsequently in choosing an area
they also take into account government incentives that are offered (Louw, 1996). Thus, it
can be stated that government subsidies play a relevant role in the last phase (the

‘negotiation’ phase) of relocation decision-making process.

In terms of firms relocated in GOIZ, it is clear that availability of incentives is not a
dominant factor that motive firms to relocate in GOIZ since more than half of the firms
indicated this factor as unimportant. Similarly, when the affect of the co-operative attitude
of local government on relocation was asked to the firms, exactly the same number of
firms, constituting 32 %, found this factor as important (Figure 5.110). This result might
be related to that incentives and co-operative attitude of local government could be
opening minority of firms up to some positive new opportunities that encourage firms to
relocate. However, it should be kept in mind that the answers of the firms did not provide

a clear base to understand the affect of incentives or attitude of local government on
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relocation. Thus, only thing that can be claimed is that incentives and attitude of local

government is neither important nor unimportant in relocation process.

Moreover, it is important to highlight that organized industrial zone is already a type of
incentive for the firms because the land parcels whose borders are registered, with the
necessary infrastructure services and the social facilities are provided by these zones.

Therefore, firms in the GOIZ may not need other type of incentives in relocation process.

20;54%

Availability of incentives

0;0%
12;32%

18;49%

Co-operative attitude of local government

1;3%

q 12;32%

5;14% ;16%
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Figure 5.110: The effect of incentives and co-operative attitude of local government
on the preference reasons of GOIZ

In brief, the outcome of this research based on investigating pull factors leading to
relocation of firms in GOIZ revealed that the factors related site and premises are the most
important determinant of relocation in GOIZ. In this respect, it is possible to say that firms
expected to benefit from locational advantages provided by GOIZ in relocation decision
making process. Those externalities reflect firm’s logic on choosing optimal location that

prioritized cost and physical oriented reasons in this research.

Apart from the factors related to site and premises, decisions of local and national
authorities were indicated as influential for the firms relocated in GOIZ. Since Greater
Municipality of Istanbul determined GOIZ as potential area for industrial development
with an expectation of relocation of manufacturing industry located in the core city, it is
normal that relocation decision of the firms is mainly determined by policy oriented

factors.

Furthermore, as illustrated in the below figure, “transportation facilities” is another pull
factor considered as important by the firms. This result can be related to that better

transportation facilities mean the decreasing costs for industries. Thus, as it is supported
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by the research, proximity to motorways played the most important role for the industry
development orientation to GOIZ. It should be also noted that firms preferred GOIZ in
order to get rid of insufficient transportation facilities including lack of car parking and
congestion problems that arose with rapid urbanization of the city and increasing

population.

Thus, it can be claimed that the locational and institutional factors depending on the
structures of industries and government policies are more effective on firms rather than the
behavioral and external factors. In other words, physical and policy oriented interests and

needs are the main guidance of their relocation tendencies.

Table 5.5: The share of pull factors in order of importance

Pull Factors Important | Rather Important | Not Important N.a TOTAL (%)
Site and Premises G55 115 223 0.7 100
Market 2548 15 597 24 100
Labor 297 198 46,8 36 100
Transport&Infrastructure 40 5 16 G 40,2 27 100
Incentives 37 .3 195 47 3 0,0 100
Local and National Authority 541 16,2 243 a4 100

Importance of Pull Factors in Firm Relocation (%)

Factor 1 Factor 2 Factor 3 Factor 4 Factor 5 Factor 6
‘ O Important Not Important ‘

Figure 5.111: The share of pull factors in order of importance

5.4 OBSTACLES ENCOUNTERED IN GOIZ

The last question of the questionnaire that was asked to the firms to be explained is the

obstacles encountered in GOIZ. Surprisingly, vast majority of the firms, constituting
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85%, seemed to have any problems. Only 4 firms mentioned obstacles such as labor
shortage, low building density and accessibility problems (Figure 5.112). This is
important since there is not a main barrier to the location of firms in GOIZ. Thus, firms

relocated to GOIZ can be interpreted as satisfied with their situation.

Obstacles encountered in GOIZ

1;4% :
°FBT% 4

24;85%

O Labour glabor shortage) O Accessibility problem
B Low building density (emsal) O No obstacles

Figure 5.112: Obstacles encountered in GOIZ

5.5 A GENERAL EVALUATION & HYPOTHESIS

To sum up, it is appropriate to question the validity of the previously stated hypotheses

for the firm relocation in GOIZ. It is important to remind the hypotheses which state that:

Hypothesis 1: Firm’s mobility is expected to decrease with the size of the firm.

With regard to the size of the firms, it is expected that small firms can move more easily
to another location than large firms. As mentioned earlier, in the literature Brouwer
(2004) clearly explains that small size firms have a higher tendency to relocate
compared to the large size firms because the cost of moving for small firms are

expected to be much less than for the large sizes.

Considering the size of the firms relocated in GOIZ, it is observable that there is not a
significant differentiation among the firm’s sizes. Since the share of the medium (38%)
and large (24%) firms relocated to GOIZ are almost the same with the share of small
size firms, this outcome of the research does not lead to the same conclusion as for the

results of many studies. Thus, the hypothesis is not fully acceptable for the GOIZ case.
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Size of the firms (%)
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Figure 5.113: Size of the firms

Hypothesis 2: Firms that have certain networks with international firms are expected

to be more mobile.

In the literature, it is expected that firms with a larger relationship with international
firms have a higher chance of relocating. In line with the hypothesis, it is seen that the
vast majority of the firms relocated in GOIZ indicated that they have relations with
international firms, while only 10 firms indicated that they had no relations with

international firms (Table 5.8).
Moreover, if the relationship between times of relocation and having relationship with

international firms is considered, it is clear that relocation is higher for firms that belong

to international networks. Consequently, Hypothesis 2 can be accepted.

Table 5.6: Type of Relation with International Firms

Type of Relation with

Ranking International Firms GLCEEELE )
1 [nput 43
2 Trade 44
3 Technology 39
4 Finance 18
o Mo Relation 10
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The relationship between having international networks and relocation (%)

%

Frms having international Firms having any international
networks networks

‘ O Relocated one times B Relocated two times @ Relocated three times ‘

Figure 5.114: The relationship between having international networks and relocation
(%)

Hypothesis 3: Although ‘contemporary’ factors (i.e. internal, institutional and external
etc.) which have become important by 1980s seem to have played more important role
in firm relocation, traditional location oriented relocation factors are expected to be

significantly important determinants in firm relocation.

Since in the literature it is explained that boundaries between the traditional and the
contemporary approaches are not so well defined and that the legacy of the old framework
still survives. Even in contemporary-approach oriented factors, in fact, some of the tools
typically labeled as “traditional”, such as land cost, are widely used. Therefore, traditional

location factors are still to be important in relocation decision making process.

On the basis of the present analysis it can be drawn such a conclusion supporting the view
that the relocation decision of a firm is still determined by location factors including both
push and pull factors, and to a lesser extent by contemporary factors such as external push
factors and institutional pull factors. In this respect, hypothesis is partially acceptable for

GOIZ case because location factors are the most dominant in firm relocation process
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Table 5.7: The share of push factors in order of importance

Push Factors Important Rather Important | Not Important N.a TOTAL (%)

Location Factors 378 10F 4810 48,0 a0
Internal Factors 223 122 523 ] 100
Institutional Factors 18,5 105 G771 G771 1ao
External Factors a7 aa 588 8.8 100

Importance of Push Factors in Firm Relocation (%)

70,0

60,0

50,0+
40,0+
30,0+
20,0+

10,0

0,0

Location Factors

Internal Factors Institutional Factors

‘ O Important ® Not Important ‘

External Factors

Figure 5.115: The share of push factors in order of importance

Table 5.8: The share of pull factors in order of importance

Pull Factors

Important | Rather Important | Not Important

N.a |TOTAL (%)

Location Factors AT 7 146 354 23 100
Internal Factors 287 198 46 8 3k 100
Institutional Factors 303 123 55 4 20 100
External Factors 27 135 53,2 3k 100

Importance of Pull Factors in Firm Relocation (%)

Location Factors

Internal Factors Institutional Factors

‘ O Important & Not Important ‘

External Factors

Figure 5.116: The share of pull factors in order of importance
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Moreover, the research also showed that relocation process in GOIZ is triggered by a
combination of firm locational, external and institutional developments, therefore
determination of factors drive from different relocation theories is an appropriate way to

make an analysis.

Finally, it can be concluded that the importance of location factors seems to be most

influential in firm relocation process rather than internal, external and institutional ones.

Hypothesis 4: The reasons that push the relocated firms in GOIZ from the previous
locations and pull the firms to Gebze Organized Industrial Zone are expected to

differentiate according to the firm size, sector and previous locations.

This hypothesis is handled under three headings namely firm size, sector and previous
location. As discussed previously, the firms relocated in GOIZ have differentiated
characteristics particularly in terms of size, sector or previous locations, therefore it is
important to reveal whether there is a relationship between firm characteristics and push

& pull factors generating relocation.

Firm size

The reasons that push the firms from previous locations and pull them to GOIZ are
examined due to firm sizes. In terms of push factors, the outcome presents that site and
premises is the most important push factor for large firms; in addition to site and premises
in case of medium firms transport and infrastructure has equal importance as a push
factor. For small firms, the most important push factor is transport and infrastructure
(Figure 5.115). At this point, it should be noted that those factors are two common
prominent reasons that push firms from previous locations. However, it is observed that
as the size of firm increases, the share of site and premises among other push factors
increases too. This can be due to need for more additional space to grow for large firms
compared to small and medium ones and there are not appropriate locations that provide

spatial expansion for large firms in Istanbul.
Apart from site and premises and transportation & infrastructure, policies of local and

national authorities are the common secondly important push factors regardless of firm

size. In this respect, planning decisions and environmental limitations of local and
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national authorities seemed to have played important roles in relocation of firms in

general.

In the same way, financial support and incentives are more important for small scale firms
compared to large and medium scale ones since for large scale firms this factor is not
important at all and medium scale firms stated this factor as the least important one in
relocation. This situation can arise from having more self financing ability of medium and

large firms than small ones.

To sum up, it is clear that although there is not a sharp differentiation in the most
important push factors based on firm sizes, it is observed that there is a partial
differentiation in the shares and order of important factors based on firm size. Therefore,

the hypothesis is partially accepted in case of push factors.

Push Factors based on Firm Sizes (%) - -
H Site & premises

O Market

Labor

m Transport &
infrastructure

Financial support
& incentives

O Local & national
authority

@ Quality of life

small size (1-49) medium size (50-199) large firms (199+)

Figure 5.117: Push factors based on firm size (%)

Apart from push factors, if pull factors are examined due to firm size, it is seen that for all
firm sizes, site and premises is the common most important reason that pull firms to
GOIZ (Figure 5.116) . Similar to the previous result, the share of this factor increases as
firm size increases too. This result is not surprising because large scale firms require
much more additional space to grow than small and medium scale ones. However, for

small and medium scale firms it is comparatively easier to locate within the Istanbul.
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In addition to site and premises, transport and infrastructure is more important for small
scale firms. Behind such a result, it might be that small scale firms located within inner
city much more than medium and large scale firms. Therefore, it is normal for small firms

to prioritize less congestion or better car parking in relocation decision making process.

As far as factors are concerned in order of importance, it is seen that policies of local and
national authorities, focusing on determination of GOIZ as the proposed area for
industrial development, come fore in terms of medium and large scale firms. Such an
analysis presents that medium and large firms are more eager to take into consideration

the alternative sites proposed by 1/100.000 scale Environment Plan of Istanbul.

On the other hand, it is obvious that market and networking have very low shares for all
sized firms which may be partly explained on the ground of relocation priorities putting a

high emphasis on location pull factors.

Pull Factors based on Firm Sizes (%)

W Site & premises

O Market &
Networking

Labor

Transport &
infrastructure

B Incentives

O Local & national
authority

small size (1-49) medium size (50-199) large firms (199+)

Figure 5.118: Pull factors based on firm size (%)

To sum up, it is revealed that push factors are partly differentiated based on firms sizes.
However, there is not a significant differentiation in pull factors based on firm sizes.

Thus, hypothesis 2 is partly accepted in case of this research.
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Sector

In terms of sectoral differentiation, the push factors are investigated in order to reveal
whether the factors differentiate based on sectors. However, when considering the most
common important push factors that are site & premises and transport & infrastructure, it
is obvious that those factors are common for all sectors. Thus, it can be stated that
location factors played a key role in driving activities from Istanbul regardless of sectoral
differentiation. This situation is related to the lack of additional space to grow, congestion

and inadequate parking area which are common problems that all firms faced in Istanbul.

In addition to location factors, market and labor has the highest shares for sector 37 (basic
metal industries). Shortage of labor and being far away from market based activities
(customer, supplier and other firms) are very influential in relocation decision of sector
37. However, this factor is the least important one for sector 38 (manufacture of
fabricated metal products, machinery and equipment). It is understood that firms in sector

38 did not have severe problems related to the market that force them to relocate.

Furthermore, it is observed that policies of local and national authorities concerning
deindustrialization and environmental limitations are more important for sector 38 in
relocation. In other words, it is possible to say that firms in sector 38 took into
consideration policies of local and national authorities much more compared to other

sectors.

Push Factors based on Sectors (%) m Site & premises

O Market

Labor

m Transport &
infrastructure

B Financial support &
incentives

O Local & national
authority

@ Quality of life

Figure 5.119: Push factors based on sectors (%)
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In case of pull factors, similar to the previous result, it is seen that site and premises is the
common most important pull factor regardless of sectoral differentiation. This result is

due to common need of the firms about additional space to grow.

There are sectoral differentiating pull factors as well. Firstly, transport and infrastructure,
including the factors dominantly related to proximity to the different modes of transport,
has higher values for sector 35 (manufacture of chemicals and chemical petroleum coal
rubber and plastic products). It is a rational result since sector 35 is more dependent on

waterfront or port facilities.

Secondly, labor has higher value for sector 37 and thirdly, determination of GOIZ as
proposed area for industrial development is more important for sector 38. As explained in
the former analysis planning decision have much more affect on sector 38 compared to

the others.

The last differentiation is apparent in the factor of incentives. While for sector 38,
incentives played an important role in promoting relocation, in terms of sectors 35 and 37,

this factor is the least important one in the process.

In summary, it is seen that location push or pull factors are the most influential ones
regardless of firm size. However, other factors differentiate based on firm sizes.

Therefore, hypothesis can be partially accepted in case of firm size.

Pull Factors based on Sectors (%)

B Site & premises

O Market &
Networking

Labor
m Transport &
infrastructure

B Incentives

O Local & national
authority

Figure 5.120: Pull factors based on sectors (%)
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Previous Location

Lastly, push and pull factors are examined based on previous locations of the firms in
Istanbul. Regarding push factors, as illustrated in Figure 5.119, there is a differentiation
based on previous locations of the firms. To begin with, site and premises are
significantly most important push factors for Location 3 (Kadikdy) and 8 (Beyoglu).
Considering the high density of central business activities and housing in those districts, it

is not surprising for the firms located here to suffer from inadequate space to grow.

Apart from site and premises, transportation and infrastructure has significantly highest
share for the firms located in Emin6nii (Location 7). Most probably this result is related to
the fact that retailers, manufacturers, and shippers have to adjust their operating practices
to compensate for time wasted in traffic congestion in Eminonii. Because of congestion,
transporting goods and services to their destinations takes longer. Thus, transport

problems cause severe disadvantages for the firms in Eminonii.

Furthermore, deindustrialization policies and environmental limitations of local and
national authorities are other push factors that are significantly important for the firms
located in Maltepe and Pendik (Location 2). It is a matter of fact that Maltepe is one of
the focused districts that Greater Municipality of Istanbul desire to transform industrial
activities into service oriented ones and in case of Pendik, local authority is restrictive
against industrial activities in order to protect Omerli dam from pollution. Lastly, it is
seen that lack of financial support and incentives have much more affect on relocation for

the firms in Location 7 (Emindnii) compared to the other locations.

In brief, it is clear that push factors differentiate based on previous locations. Thus, this

hypothesis is accepted in terms of previous locations.
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If the pull factors are examined based on differentiation in previous locations, the data
allow that site and premises, mean the availability to expand, are significantly important
reasons for the firms previously located in Kadikdy (Location 3), Eminonii (Location 7)
and Beyoglu (Location 8). As explained previously, this result is related to the

characteristics of those districts reflecting CBD character.

Moreover, parallel to the results in terms of push factors affected the firms in Eminonii,
proximity to different mode of transport, availability of parking area and incentives have
again the most significant affects on the firms previously located in Eminonii. Besides, as
for the firms previously located in Eminonii, policies of local and national authority based
on determination of GOIZ as proposed area for industrial development played a much
more role in preference reasons of GOIZ compared to the firms previously located in other

districts.

In terms of the least important pull factors, the market and networking factor has the
lowest share in general regardless of previous locations. This result shows that firms did
not have any problems about market and networking to force them to relocate and firms

did not imagine GOIZ as a provider of new opportunities based on market and networking.

To conclude, as far as these results are concerned, it might be a common view that pull

factors differentiate based on previous locations.
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Pull Factors based on Previous Location (%)

174

- = =EEEEEEE
a ] ® 212212121222
3 [ Q. [
— = n-m 2
£ B2 o0 B
[ T _—_2 ¢
5 62 ®E 2
- Q_= - O o3 =
o [ = 0o (SN T) _‘6
X o c o [
[} = o c© © O.C
= (] ] SE €= o5 m[=r[mw({o[ryo]o
7] = | FE K 4Jdw %thﬁmoﬁ
| ] O N m B [} o T
=
3
E]
]
c
LN .2
c L=
o | E
= c
S | |
= K
o
]
~ @ e e m
c [l — | — [ =f (w0 [co| oo | oo | =t
.9 NN!— — | |—
= £
] c
e E
- B
o
°|E
S H
2 B
S | E
S E
1]
c
w | H
s | [
o
H\HHHHHHHIHH\IHHHIH\HI\_E\H\Q\IMI\I\\@\\IE[\IM\IW N EEEEEERE
— 9 Eﬁﬁﬁﬁ?}ﬁﬁ
= | i
H]
=
<« H
B = "E
e T2  E
rl_&\\\\\\\\\\\\\\\\\\\\\\\\\\\\\ s ﬂé
|
o
4 H
1]
c
o |
= |
] Loy 00 P (O B 67
'-og O =r|=f|—|w|o|a|=r
3 === |=|=|=| " [=
o
|
B I e i L
': — I T L g =] =i
s | H
© | B
=
o a
il - B R e e e e ! E
F oo | — (oo e || oo | 0| a3 12
o el Sl e e fo o |E
c H - 2| |El&7
q| = —_ =5
. | ® M Hld| ==
- o R EEEEEE
S| E mEE e R
il mgg_ﬁ._ﬁEu}?
)P P ) P ) e e e, L R
=| =[ =[ =[ =] =| 2| =]=[n|m|t[w]|e(~|e=
AEEEEEEEEEEHEHEEEE
= EE E E E EE
8|8|S| 5|83 S| 5|55 5 5|5 55|15
oo i)y o o)y e e ] e e e e

Figure 5.122: Pull factors based on previous locations



Based on this analysis, it can be claimed that there are causal relationships between firm
characteristics and pull/push factors to relocate. In this context, the factors determining
the attractiveness of a site for firm relocation and the action from the current location to
a new one when the first is no longer inside the spatial margins of profitability quietly
differentiate based on firm sizes, sectors and previous locations except from location

factors. Thus, hypothesis can be accepted.

To conclude, it can be argued that the facts support the validity of the hypotheses in
general except from the relationship between firm size and mobility. The findings of the
case study showed that firms have certain reasons to relocate and those reasons
differentiate based on firm characteristics such as firm size, sector and previous

locations.
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CHAPTER 6

CONCLUSION

It is a global fact that since the 1980s cities have experienced a restructuring process
triggered by the globalization of economy throughout the world. In this restructuring
process, the sectoral composition of cities has severely been affected. For example, some
sectors such as finance, culture, logistics and tourism, which are more adaptable to the
global economy, have been promoted to strengthen in the economy of cities; while the
industrial sector has gone through economical, social and spatial restructuring process
through various ways, including organization of production, supply chain management,
marketing and relocation of firms in order to make progress in terms of process and
product innovation within the activities of industrial production. Within this context, this
thesis focuses on the spatial restructuring of industrial activity that is defined as industrial

Jirm relocation in the literature.

Although the concept is not new and has been discussed from the 1945s onwards, the
main motivation behind the focus on industrial firm relocation is to explain and
understand the main reasons behind the relocation of firms from Istanbul to Gebze
Organized Industrial Zone (GOIZ). In detail, during the last decade planning authorities
of Istanbul put a high emphasis on the strengthening competitive power of Istanbul in the
world market and desire to see Istanbul as a finance, logistics, tourism and culture center.
Therefore, the idea of substituting the industrial sector with the service sector has
increasingly gained prevalence. As a result of such a framework defined for Istanbul,
relocation of industry to the peripheral areas of Istanbul such as Corlu, Cerkezkoy and

GOIZ has become a very popular spatial strategy. Among three locations, GOIZ provides
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a clear example of industrial firm relocation due to the mix sectoral composition and

incorporating firms relocated from Istanbul.

Therefore, the research object of this study is to define characteristics of firms that are
relocated in GOIZ, to explain push factors and pull factors have led the firms once located
in the inner city of Istanbul to relocate in GOIZ and investigate whether there is a
differentiation in reasons of relocation in terms of firms size, sector and previous
locations. In this regard, in order to deal with this research objective in a comprehensive
way, four different approaches to firm relocation are introduced namely neoclassical,
behavioral, institutional and evolutionary. Each of them introduces different factors of

relocation that constitute the empirical research of this study.

According to the neo-classical theory, a firm decides to move to another location when
the former is not inside the spatial margins of profitability and considers the maximization
its profit (homo economicus). In line with this argument, the theory defines location
Jactors, which comprises physical assets and market situation of the firms, as influential

in firm relocation.

In terms of behavioral theory, which implies the satisfier person states that the firm
decides where to relocate based on conflicting goals and limited levels of knowledge.
Therefore, the theory sees firm relocation as an activity depending on the firm’s internal

Jactors.

Another theory is institutional approach which puts a high emphasis on norms and rules in
the society, considers firm relocation as a result of firm’s negotiations with a variety of
local and national players. In this respect, institutional factors such as state policy,

incentives and network play a prominent role in firm relocation.

The last theory which is evolutionary approach is introduced recently and main argument
is that firm relocation can be explained within the context of firm’s routines, path
dependence and competencies. Therefore, the theory introduces external factors such as

entry and exit of the firms as relevant in firm relocation.

Factors defined in the four relocation theories allowed to state four hypotheses which are
compatible to the research objective. The hypotheses state that traditional location oriented
relocation factors are expected to be still important determinants in firm relocation,
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although ‘contemporary’ factors (i.e. internal, institutional and external) which have
become important by 1970s seem to have played more important role in firm relocation.
Moreover, the reasons that push the relocated firms in GOIZ from the previous locations
and pull the firms to GOIZ are expected to differentiate according to the firm size, sector
and previous locations. Apart from these, firm’s mobility is expected to decrease with the
size of the firm and firms that have certain networks with international firms are expected

to be more mobile.

In order to investigate hypotheses, a questionnaire was carried out in GOIZ at a firm
rationality level. In this survey, 37 relocated firms, of those 28 already relocated in GOIZ,
while 9 of them will relocate in the near future, constitute universe of the study and

particular questions were asked to test the validity of previously mentioned hypotheses.

The findings of the questionnaire indicate that in terms of reasons pushing firms from
Istanbul, traditional location factors such as transport, infrastructure, site and premises are
the most influential in firm relocation. In addition to location factors, policies of local and
national authorities which are defined under the institutional factor is affective in driving
firms from Istanbul. However, institutional, internal and external factors do not play a

significantly important role in pushing firms from Istanbul.

When reasons that pull the firms to GOIZ are investigated, it is found out that site and
premises and policies of national and local governments are the most important factors
that motivate firms to relocate in GOIZ. In other words, relocated firms also took into
consideration the decisions of the local and national authorities who promoted
deindustrialization policy and determined GOIZ as a potential area for industrial
development in 1/100.000 scale Environment Plan. Therefore, the plan decisions coincide
with the interest of the firms in case of GOIZ. However, it should be noted that
deindustrialization policy is not new since it has a long background dating back to 1960s
with Piccinato Master Plan. Therefore, relocation of firms to the GOIZ is not a success of
only the recent plan, independent from previous ones. Furthermore, similar to the
previously mentioned result, apart from policies of local and national authorities,
contemporary factors such as institutional, internal and external are not significantly

important in pulling firm to GOIZ.

In line with those results, from perspective of firm rationality, it is clear that firms
expected to benefit from locational advantages provided by GOIZ. Thus, they prioritized
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cost and physical oriented reasons (site and premises) rather than internal, institutional and
evolutionary reasons in relocation process. Actually, this result has not been reported in
other countries in the literature where contemporary factors are found to be significantly

important in firm relocation studies.

In addition to the micro level explanations, the dominance of location factors in firm
relocation in the case of GOIZ can be explained from a macro level perspective
considering real estate market in Istanbul. Real estate market plays an important role in the
spatial distribution of sectors. In this respect, the land in inner districts of the city is
allocated to the sector which offers the highest rent in order to get the greatest return. For
example, compared to industrial activities, banks and headquarter offices have much
higher capital-land ratios in inner districts of Istanbul. Thus the landowners are subjected
to a trade-off between industrial and service sector activity. As a result, they trade off
relocation cost for higher rent generated by the service sector for their sites. In such a
situation, landowners prefer to relocate industrial activities to the organized industrial
zones because these places provide certain advantages such as land and infrastructure
provisions that facilitate relocation process and make relocation as if a costless exercise.
That is why the factor related to site and premises has the highest ratio among push and

pull factors that motive firms to relocate to the GOIZ.

When regarding the differentiation in the reasons to relocate according to the firm size,
sector and previous locations, it is worthwhile to say that as the size of firm increases, the
share of the push and pull factors related to site and premises increase too. This is due to
need for additional space to grow for large firms compared to small and medium ones.

Therefore, a relation is apparent between reason to relocate and firm size.

Moreover, there is not a significant relation between relocation reasons and sectoral
differentiation since location push and pull are the most influential ones regardless of
sectoral differentiation. The main reason behind such a result is that additional space to
grow is the common need of firms. On the other hand, it should be highlighted that the
pull factor related to transport and infrastructure are more important for sector 35
(manufacture of chemicals) since the firms in this sector are more dependent on waterfront
or port activities. Furthermore, policies of national and local authorities concerning
determination of GOIZ as potential for industrial development are more important for

sector 38 (manufacture of fabricated metal products) than other sectors. Although location
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factors constitute a common reason to relocate, sectoral differentiation is apparent in terms

of other reasons.

In terms of previous location of the firms, findings confirm the differentiation in the
reasons to relocate. Location push and pull factors such as site & premises and
transportation & infrastructure are the most influential for the firms previously located in
Kadikdy, Beyoglu and Eminonii. Considering high densities of central business activities,
housing and congestion in those districts, this result is not surprising. On the other hand,
institutional push factors comprising deindustrialization polices and environmental
constraints imposed by local and national authorities are significantly important for the
firms previously located in Maltepe and Pendik. Particularly, Maltepe is one of the
districts that Greater Istanbul Municipality desires to transform its industrial oriented

structure to service oriented one.

Another point that should be mentioned here is the relationship between firm mobility and
firm size. The shares of small (38%), medium (38%) and large firms (24%) are not greatly
differentiated. This result does not coincide with the many studies in the literature. At this
point, it should be noted that relocated firms to GOIZ do not have certain characteristics in

terms of firm size.

Moreover, relocation activity is in parallel to the existence of international networks of the
firms. A multinational network has a positive impact on the relocation decision. When a
firm is part of a global network, production can easily be shifted within its network. Thus,
the findings, which vast majority of relocated firms in GOIZ has international networks,

confirm the impact of international networks on firm relocation.

Obviously, except from hypothesis investigating the relationship between firm mobility
and firm size, the findings are compatible with the before-mentioned hypotheses and quite

explanatory to portray the reasons that motivate firms to relocate from Istanbul to GOIZ.

One of the most relevant findings of this study is that location factors constitute the most
influential reason to drive firms from Istanbul and promote them to relocate to the GOIZ.
Moreover, reasons to relocate differentiate based on firm characteristics including firm
size, sector and previous locations. However, different from the firm relocation studies
explained in the literature, contemporary location factors are not much influential in
relocation. Particularly, in case of the GOIZ, it was expected that the factors reflecting
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availability of research networks, knowledge infrastructure, and information technologies,
defined as externalities provided by the GOIZ were defined as important pull factors in
firm relocation. However, this argument is indeed not confirmed in this research. The main
reason is probably related to that relocated firms do not prioritize the networking
externalities provided by the GOIZ because as mentioned previously other externalities

such as land and infrastructure provision are prioritized in relocation.

The findings of the study provide certain contribution to the plans prepared for Istanbul.
First of all, the plan decisions based on industrial development can be handled in a more
rational way that take into consideration reasons to relocate and differentiation in reasons
based on firm characteristics. By doing so, a spatial strategy for industrial development
can be determined based on sector analysis. Moreover, information about reasons to leave
Istanbul and relocate to GOIZ will shed light on forward looking plan decisions for located

firms in inner districts of Istanbul.

In order to reach to a more comprehensive conclusion, similar studies have to be
undertaken in other peripherial areas of the city, most notably in Corlu and Cerkezkoy,
which are determined as potential areas for industrial development in recent plans of
Istanbul. Such a comprehensive study covering relocated firms in peripheral areas of
Istanbul can provide a comparative framework for reasons to relocate and to investigate
whether the existing relocation trend is compatible with the planning decisions of the local

authority.
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APPENDIX A

TABLES & FIGURES

Table A.1: The change in employment in sub sectors

1980 1985 1990 1995 2000 2001

Sector 31 28710 25259 25600 19435 16677 16529
Sector 32 B5333 g9507) 118931 1235700  130122] 135487
Sector 33 4439 4118 3309 2936 3280 3051
Sector 34 10776 141358 145649 14352 12384 11944
Sector 35 2729 32415 35787 27922 33948 34634
Sector 36 13858 14395 12952 8113 9971 8672
Sector 37 11381 10287 12147 3846 TE13 G655
Sector 38 80461 87157 86110 70780 79857 76323
Sector 39 2478 4267 4298 4956 7312 7533
TOTAL 245225| 284944| 314.693| 280900| 301164 300882
: 35: manufacture of
menutecturng | woo [0S e o basic metal
N products inchuding incustries

beverages and coal rubker and

furniture

tobacco plastic products
. 38: manutacture of
32: textile 34 manufacture of
apparel and aper and paper 36: manufacture of |fabricated metal
L [l [ = nonmetalic organic |products|
leather procducts inciuding Aduct hi o
incustries primting and publishing Procucts machinery an

ecuipment

Source: Turkish Statistical Institute, http://www.turkstat.gov.tr/, last accessed data: 14" June, 2009.

Table A.2: The ratio of value added per worker in Istanbul to Turkey
(Turkey=100)

1980 1985 1990 1995 2000 2001

Sector 3 89,7 97 .43 895 82 5 I BS 83 51
Sector 31 1334 196 5 162 4 15156 1613 145 2
Sector 32 M4 97 F 1005 945 941 Nne
Sector 33 85,1 a0z 957 G4 B Bl 5 554
Sector 34 950 1008 1140 914 1275 1285
Sector 35 457 553 521 a07 7 B B0 .4
Sector 36 1088 1040 8a 2 109 2 1024 8583
Sector 37 928 1045 1248 1330 1164 1720
Sector 38 1116 109 65 103 .2 97 B 1015 104 7

31: 35: manufacture of

Toma fodana wed (SIS a7 basie mete

beveraées E=1al=] z:ro:rru?n: (=T coal _rubber ard (= A

tokacco plastic products

32: textile 34 manufacture of 38: manuiscturs of

36: manutacture of |fabricated metal
nonmetallic organic |products,
products machinery and

apparel and paper and paper
leather products including
industries printing and publishing

equipment

Source: Turkish Statistical Institute, http://www.turkstat.gov.tr/, last accessed data: 14" June, 2009.
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What is the share of the high skilled labors that change
their address after relocation? (%)
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Figure A.1: The share of the high skilled labors that change their address after
relocation

What is the share of the medium skilled labors that
change their address after relocation? (%)
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Figure A.2: The share of the medium skilled labors that change their address after
relocation

What is the share of the low skilled labors that change
their address after relocation? (%)
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Figure A.3: The share of the low skilled labors that change their address after
relocation
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APPENDIX B
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Figure B.1: Prost Plan (1939) (Source: Planning History Report, 2006, p.5).
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Figure B.2: Piccinato Plan (1960) (Source: Planning History Report, 2006, p.16).
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Figure B.3: The 1966 Industry Master Plan (Source: Planning History Report, 2006,
p-20).

192



Figure B.4: 1980 Metropolitan Master Plan (Source: Planning History Report, 2006,
p.36).
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Figure B.6: Spatial Development Strategies for Industry (Source: IMP, Plan Report,

2006, p.265)
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Figure B.10: The spatial distribution of companies (Source: Archieve of GOIZ
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Figure B.11: The distribution of raw materials in Istanbul Metropolitan Area
(Source: Ak, B., 2008, p.107).
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Figure B.12: The distribution of markets in Istanbul Metropolitan Area (Source: Ak,
B., 2008, p.106).
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APPENDIX C

A SAMPLE OF QUESTIONNAIRE

SANAYININ GEBZE ORGANIZE SANAYiI BOLGESI’NDE YENIDEN

YERSECIM NEDENLERININ TESPIiTiNE YONELIiK ANKET

Boliim 1: Firma Kimligi

Firma tinvani N

Firma adresi TP

Firmanin ana faaliyet Kolu ...

Tel N

E-mail RN

Web adresi E S
GOSB ‘a TASINAN FIRMA (.....)

GOSB’a TASINACAK FIRMA (......)

Boliim 2: Firmanmin Faalivet Konusu

S1. Firmanin kurulus yili  [X-4]
S2. Firma daha 6nce baska bir yerde faaliyet gosterdi mi? [X-5]
1( ) Evet 2 () Hayrr

S3.2 GOSB’a taginma yili/taginacagn yil [X-8]: ......oviuiieiniiiiiiiiiiii e,
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(Yer degistirme sayisi 1’den fazlaysa tiim adresler ve yer degistirme yillart belirtilecek)

L AIES X o e

Adresi Degistirme Y1ili:[X-10] ..........cceneeeee.

N =] ;G 5 1 R

Adresi Degistirme Yili:[X-12]...................

3 AAIES: [X ] i e

Adresi Degistirme Yili:[X-14] ......................

(4-5-6 ve 7 Numarali Sorular Gebze Organize Sanayi Bolgesi’ne TASINMIS
FIRMALARA Sorulacak

S4. Onceki yerinizde miilkiyet durumunuz neydi? [X-16]
1 ( ) Miilk sahibi
2 ( ) Kiraci
3 ( ) Diger (liitfen tanimlayimiz) .........................

SS5. Firma bu adrese asagidaki nedenlerden hangisi ile geldi? [X-17] Yanit “firma
kapatarak” ise SORU 6 ya gecilecek

1 ( ) Firmay1 kapatarak 2 ( ) Yeni bir iiretim kolu acarak 3 () Yeni bir sube
acarak

S6. Eger cevap yeni bir iiretim kolu acarak/yeni bir sube acarak ise

11.1 Ana firmanin ad1 [X-18]

11.3 Ana firmanin adresi  [X-20]
11.4 Ana firmanin faaliyet gosterdigi semt [X-

S7. Firma bu adrese tasinirken yonetim birimlerini de tasidi m1? [X-22] Yamt Hayir ise;

soru 7.1 ve 7.2 yi sormalisin
1( ) Evet _2 ( ) Hayir
(Hayirsa) 7.1 Idari birimlerin adresi[X-
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S8. Firmanin bu faaliyet disinda bagka bir faaliyet alan1 var mi? [X-25] Yanit Evet ise;
faaliyet alan1 ve adresini 6greniniz.

1 () Evet 2 () Hayrr

8.1 Faaliyet kolu/kollari: [X-26]........cc.evueiriniiniiniiniininnan..
8.2 Adresler: [X-27]....oooiiii e

S9. Firmanin bir bagka yerli firma ile ortaklig1 var m1? [X-28] Yamt Evet ise 14.1 ve 14.2
sorularim sorunuz

1 () Evet 2 () Hayrr

(Evetse) 9.1 Yerli firmanin sermaye yiizdesi: [X-
(Evetse) 9.2 Yerli firmanin tiretim kolu: [X-

S10 . Firmanin bir bagka yabanci firma ile ortaklig1 var mi? [X-31]
1 ( )Evet 2 () Hayir
(Evetse) 10.1. Yabanci firmanin sermaye yiizdesi: [X-

(Evetse) 10.2 Yabanci firmanin iilkesi: [X-

S11. Bu adresteki isiniz asagidakilerden hangisi ile tanimlanabilir? [X-34] (birden fazla
isaretlenebilir)
1. ( ) Yalnizca bu adreste yonetim ve iiretim birimi olan
2. () Uretim birimi burada ama baska yerde ana ofis veya bolge ofisi olan
3. ( ) Buradaki tiretim biriminin yani sira Tiirkiye’de bagka iiretim birimleri de
bulunan
4. () Buradaki tiretim biriminin yani sira yurtdisinda iiretim birimleri bulunan
5. ( ) Diger (liitfen tanimlayiniz...........cceceevieniinieniiniinienie st

Boliim 3: isgiicii Ozellikleri

S12.Bu adreste kag kisi calisiyor?

Isgiicii  [X-36] Calisan Sayis1
Ust diizey (Yonetici, mithendis) [X-37]
Orta diizey (Teknisyen, idari personel) [X-38]
Alt diizey (Diiz isci ve ustabasi[X-39]
Toplam Calisan Sayis1
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S13. Personelinizin oturdugu yerleri en yogundan en az yoguna dogru siralar misiniz?
Anketor ! (1: yogun, 2: orta yogun, 3: az yogun, 4: oturan yok)

Semtler L 2]3] 4
Gebze [X-40] O1OTO]O)
Tuzla, Pendik, Kartal — [X-41] OO O]10O)
Yakin koyler  [X-42] O1OTO10O)
Istanbul’un diger ilceleri X-43] ...(belirtiniz)...... X-441 | ()| ()| CH] ()
Kocaeli’nin diger ilgeleri  [X-45] ()OO O)

S14. Personeliniz GOSB’a gelmek icin kullandig1 ulasim tiirtinii en ¢ok kullanilandan en

az kullanilana dogru siralar misiniz ?
(1: yogun, 2: orta yogun, 3: az yogun, 4: kullanan yok)

Ulagim Tiirleri 1 2 3 4
Personel servisi  X-46] () [C) ) | O)
Ozel arag [X-47] O 1O 1O 1O
Rayli sistem, tren  [X-48] () | () () | ()
Otobiis, dolmus  [X-49] () [ () () | O)
Diger  [X-50] ) 1O 1O [1O)

S15. Firma ile birlikte iiretim birimi  personelinden  kag
degistirmistir/degistirecektir?

Ulasim Tiirleri % yiizde
Ust diizey  [X-51]
Orta diizey  [X-52]
Alt diizey [X-53]

Boliim 4: Uretim ve Pazar Kosullar

S16. Firma iiretimde en ¢ok kullandig1 mali/mallari nelerden sagliyor?

Ulasim Tiirleri % yiizde

GOSB’daki diger firmalardan  [X-54]

Kocaeli ve hemen yakin ¢evresi [X-55]

Istanbul [X-56]

Tiirkiye’deki diger illerden  [X-57]

Yurt disindan [X-58]
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S17 .Firma en ¢ok tirettigi mali/mallar1 hangi bolgelere satiyor?

Bolgeler % ylizde
GOSB’daki diger firmalara [X-60]

Istanbul  [X-61]
Kocaeli ve hemen yakin cevresi  [X-62]

AB iilkelerine [X-63]
Yurt disina [X-64]
Tiirkiye pazarina [X-65]

S18. Firmanin asagidaki kurum/kuruluslardan hangisi ile ne tiir iliskisi vardir?

o . | Diger S
Kurum / Kuruluslar Girdi Ticaret | Teknoloji | Finansal Belirtiniz Ilisigi yok

Ayni1 bolgedeki diger firmalar
[X-66]

Istanbul,Kocaeli ici ve
cevresindeki
yerel firmalar [X-67]

Tiirkiye’deki diger firmalar
[X-68

AB iiyesi iilkelerdeki
yabanci firmalar  [X-69]

Uluslar arasi1 firmalar
[X-70]

Universiteler[X-71]

GOSB teknopark [X-72]

Diger...[X-73]. Belirtiniz

Boliim 5: Arazi ve Bina Ozellikleri [EIINOITT D SIS L R e Rt DIIe

S19. Isyerinin kapladig1 alan ne kadardir?
24.1 Acikalan.................... m’[X-75]
24.2 Kapalialan.................... mz[X-76]

S20. Miilkiyet durumu agagidakilerden hangisine uygundur? [X-77]
1 ( ). Tamamina sahip
2 (). Kismen sahip — Kismen kiraci
3 (). Tamamen kiraci

S21. Firmanin parselde yayilma (mekansal biiyiime) olanagi mevcut mudur? [X-78]
1( )Evet 2 () Hayrr
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Boliim 6: Firmalar arasi ag ve iliskiler (I331BR0)0T1i0 S B0 Q) BV R0 0001
firmalara sorulacak

S22. Uriinlerinizi/ciktilariniz1 siirekli satin alarak kendi iiretiminde kullanan firmalar
nerelerde yer secgiyor?

% yiizde

GOSB igerisinde [X-79]
Kocaeli, Bursa, Sakarya [X-80]
Istanbul, Trakya [X-81]

Ulke ici [X-82]

Ulke disinda [X-83]

S23. Sizin tiretiminizde kullandiginiz girdileri tireten fabrikalar nerelerdedir?

_ % yiizde

GOSB igerisinde  [X-85]
Kocaeli, Bursa, Sakarya  [X-86]
Istanbul,Trakya [X-87]

Ulke ici [X-88]

Ulke disinda [X-89]

S24. Fabrikaniz icin ihtisaslasmis hizmet gereksinimi (miihendislik/bilgisayar
programi/yazilim, ar-ge, tasarim, finans, muhasebe v.b) varsa bunu karsiladiginiz firmalar
nerelerde bulunmaktadir?

% yiizde

Kendi firmasi igerisinde  [X-90]
GOSB igerisinde diger firmalar [X-91]
Kocaeli, Bursa, Sakarya [X-92]
Istanbul, Trakya [X-93]

Ulkeigi [X-94]

Ulke disinda [X-95]
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Boliim _7:  Uretiminizi__Daha _Onceki _ Yerinden _Tasmnmasinda/Tasimnmayi
Diisiinmesinde Asagidaki Faktorlerden Hangileri Etkili Olmustur?

Kismen
Onemli |[Onemli |Onemsiz
Arazi ve Bina 1 2 3

1 |Birimlerin kigaklogo  [E-97] 1 2 3

2 |Arazinin kigiklogno  [X-98] 1 2 3

3 |Birimlerin bakim ve kullanim maliyetinin ylkseklidi  [X-99] 1 2 3

4 |Kiralama sidresinin bitmesi  [E-100] 1 2 3

5 |Birimlerin ekonomik émrind doldurmasifeski olugy  [E-101] 1 2 3
Alanin imar plan veya yonetmeliding aykin bir durumou olmas

6 |E102] 1 2 3

7 |Alternatif alan weya binalann yoklugu  [E-103] 1 2 3

8 |Fabrika ve arazisinin fiyatlannin yiksek olusu  [X-104] 1 2 3
Pazar 1 2 3

1 |¥eni cofrafi pazarlara girme [X-105] 1 2 3

2 |Yeni bir (rin pazanna grime [X-106] 1 2 3

3 |Alcilara uzaklk [X-107] 1 2 3

4 |Hamrmadde tedarikcilerine uzakhk  [X-108] 1 2 3

5 |Ayr faaliyet kolundaki difer firmalara uzaklk [E-109] 1 2 3

6 |Fason firmaya uzaklk [X-110] 1 2 3

7 |Yiksek dretim maliyetleri [X-111] 1 2 3
Isgiicii 1 2 3

1 |lggicinidn yetersizligi [-112] 1 2 3

2 |lze uygun nitelikli isgicinin yetersizligi  [113] 1 2 3

3 |lsgich malivetinin ylkseklidi  [E-114] 1 2 3

4 |lggicd verimliliginin digik olmas [X-115] 1 2 3
Ulagim ve Altyap 1 2 5|

1 |Ulagim ve trafik yoQunludu problemlen  [X-116] 1 2 3

2 |Otopark alanlarnin olmayig [E117] 1 2 3

3 |Altyap maliyetlerinin yiksek olusuy [X-118] 1 2 3
Finansal Destek 1 2 3

1 |Banka kredisi alma goglidi [(X-119] 1 2 3
Kamusal Tesvik 1 2 &)
Finansal yada diger tegviklerin yetersizlidi(kredi,muafiyet wergi v.b)

1 |E-1200 2 3
Yerel ve Merkezi Yénetim 1 2 3
Yerel yanetimin Cevre Dizeni Planinda sanayinin Istanbal il sinin

1 |digina gikanlmasi ile ilgili karan EC121] 1 2 3
Su kirlilidi hava kirlilidi vb. cevresel konularda duyarlilk ve koruma

2 listedi  [X-122] 1 2 3

3 |Firmalan zor durumda birakan vergilendirme sistemi [X-123] 1 2 3

4 |Kamu yonetiminin yetersizli§i  [X-124] 1 2 3
Yasam Kalitesi 1 2 3

1 |lstanbul'da yagama maliyetinin yiksek olmas  [X-125] 1 2 3

2 |Konut maliyetlerinin yiksek olmas  [-126] 1 2 3
Diger (Liitfen tammlayimz) [X-127] 1 2 3

1

2
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Boliim 8: Asagidakilerden Faktorlerden Hangileri GOSB’da Yer Secme Kararmmz
Almamzda Etkili Olmustur?

Onemli JKismen Gnemli |Onemsiz
Arazi ve Bina 1 2 3
1 |Arazinin veiveya binaya erigebilirlik olanaklan [X-129] 1 2 3
2 |Digik arazithing maliyetler [X-130] 1 2 3
3 IMulkivet durormudsahiplidi (kiradeasing/sahiplilik) [X-131] 1 2 3
4 |Arzanin veya binanin fiziksel genigleme olanaklan [X-132] 1 2 3
Pazar 1 2 3
1 [¥enive daha genig pazarlara girme [X-133] 1 2 3
2 |Harmmadde sadlayicilanna yakinlik [E-134] 1 2 3
3 [Ahcilara yakinlik [X-135] 1 2 3
4 |Malin sevk siresinde kisalik [%-1346] 1 2 3
5 |Ayni faalivet kolundaki difer firmalara yakinlik [E-137] 1 2 3
6 |Fason firmaya yakinlk [X-138] 1 2 3
7 |Dugik Oretirm maliyetlen [E-139] 1 2 3
8 |GOSE teknoparkinin var olmasi [X-140] 1 2 3
GOSBYa yver segmigfsegecek yabanc sermayeli firmalarla birlikte galigma
9 Jistedi [X-141] 1 2 3
10 |Is iligkisinde oldufunuz firmalann GO5E'a taginmasitaginacak almas K 1 2 3
Diger firmalarla kurulacak iligkinin yeni bilgi ve teknolaji transferlering imkan
11 |vermesi [E-143] 1 2 3
Isqiicii 1 2 3
1 |ls goci olanaklannm varh@l [E-144] 1 2 3
2 |lggicanan nitelii [E-145] 1 2 3
3 |lsgich maliyvetinin Istanbul'a gare digik olmast  [E-146] 1 2 3
Ulagim ve Altyapi 1 2 3
1 |Gigld karayolu badlantisr [E-147] 1 2 3
2 |Gigli demiryolu badlantisi  [X-148] 1 2 3
3 |Sabiha Gikgen's yakin olmas  [EX-149] 1 2 3
4 |Limanlara yakinhk (Gebze-Hereke) [X-150] 1 2 3
5 |Trafik yodunludunon digik olmas [X-151] 1 2 3
6 |Daha iyi park olanaklan [E-152] 1 2 3
7 |Digik altyap maliyetleri (su elektrik dofalgaz)  [X-153] 1 2 3
Kamusal Tesvik 1 2 3
1 |Finansal yada diger tegviklerin varhdi(kredi muafiyet vergiv.b)  [-154] 1 2 3
2 |¥erel yanetimin ighiriki davrarniglan [E-155] 1 2 3
3 |GOSE yanetiminin sadladif tegvikler [X-156] 1 2 3
Yerel ve Merkezi Yénetim 1 2 3
Gebze'nin Istanbul Gevre Dizeni Plar kapsarninda sanayinin desentralize
1 |edilecefi bir alan olarak belirlenmesi [X-157] 1 2 3
Diger (Liitfen tammlayimiz) [X-158] 1 2 3
1 1 2 3
2 1 2 3

Burada faalivet giostermenin /GOSB’a tasinmanin olumsuz yonleri varsa
nelerdir? /kisaca siralar misiniz? [T WENITNBIls (BB e IO 0l Bl [X-

159]

207



