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PREFACE 

This study is aimed to investigate the nature, growth trends, developments,

problems and threads, investment climate, opportunities and weaknesses, efficiency

and effectiveness and precaution proposals of Manufacturing Industry in Turkish

Republic ofNorthern Cyprus.

The nature and developments of Manufacturing Industry in TRNC has spread

in two completely different historic periods. Mainly, before and after 1974. Before

1974 it has been observed that only limited opportunities were exist and not much

achievements could be accomplished during this period. Particularly, after 1974 due to

the creation of new conditions and investment opportunities, accelerated the

developments and some progresses in Manufacturing Industry like other sectors.

During this study special efforts had been spent on the problems, threads and

challenges that threatening this sector and some alternative precautions has been

proposed. Also, research conveyed on the present investment climate, opportunities,

the strengths and weaknesses of the existing investments as well.

It was observed that there are considerable degree of unused capacity in

Manufacturing Industry. Also, new investments almost ceased and the existing units

have serious problems for their survivals. These problems are mainly; financial

problems, marketing and competition problems, incapable usage of economies of scale

problems, technological problems, inefficiency and ineffectiveness problems,
•

transportation problems, high-cost input problems and mainly unsolved Cyprus

problem that constitutes the source of most problems.
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But at the same time, the incentives to Manufacturing Industry and

improvements in foreign trade and service sectors( tourism, education, etc.) create a

better environment for manufacturers.

Although industrial production is largely aimed at the domestic market,

the duty-free entry perrnissiori granted by Turkey to a considerable range of

manufactured goods has provided new opportunities and incentives for local

manufacturers.
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INTRODUCTION 

Up to 1963 any industrial activity was not seen among Turkish Cypriots and

started to practice closed and limited economic activities in very narrow regions,

during the period of 1963-1974 when forced-out from the Government of The

Republic of Cyprus while scattered different parts of Island. Only very small Scaled

Industrial activities (such as, ready made clothing, shoes, furniture, food, etc.) were

tried until ·1974 under unfavorable and primitive conditions.

The ratio of manufacturing industry belonging to Turkish Cypriots,

had only 2% in total l ndustrial Sector GNP at 1973. After 1974 considerable

changes have be noted at Industrial Sector belongs to Turkish Cypriots. By this study

developments, investment climate, opportunities, efficiency, problems and difficulties

in industrial sector has been searched and alternative precautions proposed.

1. l. Turkish Republic of Northern Cyprus in brief. 

The Turkish Republic of Northern Cyprus covers the northern part of the

lsland of Cyprus which is situated in the Eastern Mediterranean at a distance of 64 km

to the southern coast of Tur key, 96 km to the east part of Syria, and 400 km to the

north of Egypt. It comprises an area of3,355 square km.

TRNC has been an independent sovereign country since 1983 which is

ituated at the cross-roads of east-west and north-south navigation routes.
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. l. 1. II isıory and International Relations of TRNC.

When Turkish rule came to an end at 1878 in Cyprus, the Island

ecame a British Protectorate with a British High Commissioner and a partly elected

egislative Council. There was also a nominated Executive Council which was

ncluded both Greek and Turkish Cypriots.

In November 19 J 4 it was annexed by Britain, and in 1925 became a

British Crown Colony with a Governor (instead of a High Commissioner).

Under the Cyprus Act, 1960, the island became an independent

overeign republic on 16 August 1960 as the Republic of Cyprus based on the

partnership of the Turkish and Greek peoples of the island was established. This

republic continued until 2 l December 1963 that inter-communal troubles had

tarted and the Turkish Cypriot component was expelled from the executive,

legislative, and judicial organs of the state. This situation continued until 20 July 1974

that Turkey used its Treaty rights, legally intervened in Cyprus to save the Turkish

Cypriots from extermination and to restore and maintain the constitutional order.

Following an exchange of population, Cyprus became separated into a

Turkish North and Greek South. In 1975 a 'Turkish Federated State of Cyprus' was

declared, and in November 1983 a 'Declaration of Statehood' was issued which

proclaimed the establishment of the 'Turkish Republic of Northern Cyprus'.

TRNC is pursuing and developing relations with all countries in the

world and payiııg an active role in efforts aimed at promoting international cooperation

and understanding. Politically, TRNC is not recognized by other Countries except

Turkey.
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1.1.2. Government and Administration 

Turkish Republic of Northern Cyprus' governmental structure is

modeled on Western democratic systems. The state's fully democratic, Pluralistic

system guarantees internal political stability, the respectability of individual rights and

unhindered scope for private initiative. There are fifty deputies in the country's

parliaments. The Council of Ministers is the executive organ of the Republic. A multi-

party democratic system operates in TRNC and free-market economic system is

practiced and Legislative power lies with the parliament, the members of which elected

for a period of five years.

1.1.3. Population, Climate and Environment 

According to the most recent general census conducted in 1996, the

population of N. Cyprus is around 200,000 and Muslim Turkish Cypriots constitute

98 % of the total population.

The official language of the TRNC is Turkish, but English is spoken

widely as a second language.

N. Cyprus has a healthy, pleasant climate with dry summers and mild

winters, enjoying about 300 days of sunshine the year round. The bulk of the rain falls

during tlıe period from November to March. The coldest and hottest mean

temperatures are 6 and 36 degrees C., respectively .
•.

N. Cyprus is beautiful, attractive and picturesque throughout the year.

It is the one of the finest places in the Mediterranean, offering brilliant sunshine,

excellent climatic conditions, beaches of golden sand.
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-· The Economy and Development Policy in TRNC 

The economy of the Turkish Republic of Northern Cyprus, which acquired its

ıonal identity boundaries in 1974, has recovered in couple of years, and tried to

· ·e the rehabilitation of its half of the population displaced from the settlements in

South. ln its infancy years, the Government ofNorthern Cyprus implemented series

· policies to get the economy moving despite the economic embargoes, especially in

-ansports and communication networks.

A statistical data on the macro-economy of Northern Cyprus published

_· the State Planning Organization ( Table 1 ) indicates attained level of

=radual and continuous growth of GNP at an average annual growth rate of 3.9%

uriııg the 1977-1996 period despite high inflation and political difficulties caused by

ack of recognition.

l.2. l. The Economy since 1974 

The TR.NC is small country situated in a very dynamic geographical

location in the Eastern Mediterranean. By virtue of its long historical traditions and its

=eographical location it has a very open economy where total international trade in

goods and services reaches almost fifty percent of its GNP. The leading sector both in

errns of foreign trade as well as domestic output is the services sector.

The economy of the State has the peculiarities of an island economy

·ith limited resources-and long periods of drought cause continuous dependency of

roduction on climatic conditions. Because of this, foreign trade emerge as the major

ctor of ı he TRNC's economy, and it grew dramatically after 1974. The imports of

RNC increased from US $ 31 million in 1975 to US $ 318 million in 1996. On the
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hand, because of its limited natural resources and the economic embargo

ed foreign trade has a chronic deficit, in spite of the considerable increase in

rts after 1974. The total export were US$ IO million in 1975, and reached

70.5 million in 1996. ( Table 2)

Like most developing countries, the TRNC faces difficulties in

·ering budget expenditures by local revenues and is need of foreign aid and loans.

hough local revenues have shown an ascending tendency over the years and reached

-3 % of expenditures in 1996 while it was about 50 % in 1982.( Table 3 )

1.2.2. The Development Policy and Objectives

In accordance with the free-market economic system, the promotion

f the private sector is supplemented by the Government. The States promotes and

maintains favorable investment conditions that will permit entrepreneurs to participate

in the process of economic development. The broad goals of development policy can

be summarized as follows:

• Achievement of high rate of economic growth
• Diversification of the productive base of the economy
• Maintenance of full employment and economic stability
• Promotion of exports and improvement of the balance of payments
• To establish an economically self-sufficient TRNC
• Channeling the necessary finance to the productive sectors of the economy
• More equitable distribution of the economic burdens and the national income

he ultimate national economic goal is the improvement of the quality of the living

tandards and the welfare of the population ..
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Tablo - 2 Dış Ticaret
Table - 2 Foreign Trade

( Million US $ )

Yıllar ithalat ihracat Dış Ticaret ihraca tın ltha la tı
Years Import Export Açığı Karşılama Oranı(%)

foreign Trade Export/Import
Deficit Ratio (%)

1975 . 3!.0 10.4 20.6 33.5
1976 65.0 15.6 49.4 24.0
1977 82.0 23.9 58.1 29.1
1978 84.2 30.8 53.4 36.6
1979 90.8 35.8 55.0 39.4
1980 94.4 44.5 49.9 4 7.1
1981 104.1 36.9 67.2 35.4
1982 119.9 39.5 80.4 32.9
1983 145.3 40.7 104.6 28.0
1984 136.3 38.8 97.5 28.5
1985 143.0 46.3 96.7 32.4
1986 153.2 52.0 101.2 33.9
1987 221.0 55.1 165.9 24.9
1988 218.1 52.4 165.7 24.0
1989 262.5 55.2 207.3 21.0
1990 381 .5 65.5 316.0 17.2
1991 301.1 52.5 248.6 17.4
1992 371.4 54.6 316.8 14.7
1993 363.9 54.5 309.4 15.0
1994 286.6 53.4 233.2 18.6
1995 366.1 67.3 298.8 18.4
1996 318.4 70.5 247.9 22.1

ayrıak : Devlet Planlama ÔrgUtu
ource : State Planning Organization

'....,;



Tablo- 3 Kaıııu Kesimi Genel Dengesi
Table- 3 General 13alaııce of Public Sector

( Current Prices, Million TL)

--
1989 !990 1991 1992 1993 1994 1995 1996

286,859.4 573,648.1 855,055.7 1,263,950.8 2,401,999.'} 6,229,157.8 10,753,633.8 20,673,365.5

162,989.3 331,717.8 430,621.2 737,868.2 1,408,500.4 3,160,404.8 6,300, I 7 8.6 11,647,287.6

84,424.3 166,109.9 248,397.8 401,781.5 743,923.0 1,813,865.8 3,672,222.2 6,595,689.4

78,565.0 165,607.9 182,223.4 336,086.7 664,577.~ 1,346,539.0 2,627,956.4 5,051,598.2

Taxes

Gelırlcr 32,759.4 58, .t.3 107,806.5 11sA22.2 338,361.2 855,053.7 1,982,078.5 3,630,912.5

_ Fon Gclırlerı 91.110.7 183,319.0 316,628.0 350,660.4 655,138.3 2,213,699.3 2,471,376.7 5,395, I 65.4

rom Faclors and funds

77,I 22.9 167,717.1 303,023.7 468,764.1 874,006.4 2,282,638.7 5,787,485.4 9,815,806.1

209,736.5 405,931.0 552,032.0 795,186.7 1,527,993.5 3,946,5 I 9.1 4,966,148.4 10,857,559.4

169,992.7 350,359.4 591,644.5 909,361.0 1,523,275.7 3,944,913.8 8,078,733.9 14,228,783.4

RENT EXPF.tlUITlJllES

39,743.8 • 55,571.6 -39,612.5 -114.174.3 4,717.8 1,605.3 -3,112,585.5 . -3,371,224.0

42,734.5 102,328.4 93,532.3 213,758.2 452,475.2 813,533.6 1,275,418.4 4,160,245.5

38,015.4 91,938.0 84,132.2 157,99U 407,014.0 780,605.1 1,152,616.9 3,786,884.0

4,719.1 10,390.4 9,400.1 55,764.1 45,461.2 32,928.5 122,801.5 373,361.5

2,990.7 46,756.8 133,144.8 327,932.5 447,757.4 811,928.3 4,388,003.9 7,531,469.5

ÖrgOtu

" Planning Or g anlz atlon
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ı :ıl,lc - .l (Continued) General Balance or Public Sedor

( Current Prices, Million TL)

·-··-----··---------- ·-----------------------·
J 9[1, 19R3 t9n~ 1985 l9B6 1987 19~8

----- ··-----·----
1(1\lılll ı:ıılıııı.ııı 6,097.5 12,236.2 20.0~ 9. I 32.192.9 ~9.179.7 9tH68 17B.90.2
l'\1111 IC IIJ:VI 111/1,S

Ve,ı p,ilrt 3.~89 I 6.7 23. I 10,578.7 17,5800 26,329.5 ~B.2~6.9 90,713.0
I. I nxrs

n) fırılJysr1. Veı Rllr.t l,!115.0 2,895.1 5,00~.5 B,592.0 H.496.3 26.22U 47,205.7
n) l!lr er.I 1 nxes
lı) lhılnylr Ver r,llrt l.97~.I 3,828.0 5,57U 8,988.0 11,833.2 22,019.5 43,507.3
lı) lııılirrd l ax o s

'J Vrrr,I Ilı~, 11elirlrı 1,070.0 1,915.7 2.580A 3,916.0 6,951.5 10,76~.o lB.4 70.3
'J lnr.,,ır,r Oilıeı Than 1 axes

rnı<111, vr l on Gellılerl 1.538A 3.59U 6,890.0 10,696.9 15,898.7 35,135.9 69.758.9
:l lıır.tılll'! r,0111 rrıcloıs

;,ııd hııırl~

f!I\N<:r r ııı rn 2,899.0 ~.801.I 7,9357 15,534.8 25,529.7 37,962.5 51,551.6
1111\N~I I 11:.

l'ı\l,tlJ IIAllCl\111\IJILln GELIIII 3,198.5 7,~35.I 12,113A 16,658.1 23,650.0 56,IBU 127,390.6
rı,111 IC lHSl'OSı\01.E INCOME

I.II I r:tılll t:llJFIILElll 7.7 22.0 9,451.3 16,157.9 26,3 72A 4 l.136.l 59,710.8 95,975.7
ııııuc t:I IIIIIFrl I

•l'l"IIIJI 11 ııır S 

"'il 1ı\':l\111111rıı -~.523.5 -2,016.2 -~.0~4.5 -9,7 lt3 -17,486.I -3,526.5 31.~H.9
fıt Ir: :./ıVll·I(;~

.HJ YAlll?IMI 1,679.8 3.766.8 6,065.7 8,365.4 12,583.5 23,032.1 21,653.1
ıııı ır: ıııvı ~ ıMrııı s
r: -ılıil '~ "' ıır:ıyrı 1,745.8 3,203.7 5,095.6 7,626A 10,913.9 21,707.2 17,462.8
I ;•rıl ('••ı•llal
0ıol: fr<•(!l:,iıııl -66.0 563.l 970.I 739.0 1,669.6 1.324.9 4.190.3
'h;ı,ı,:P~ lıı ~lor:hr;

"'" ı llll\11':r.ıArı ı;ı ııri~I 6,203.3 5,783.0 JO.I 10.2 18,079.7 30,069.6 26,558.6 -9,761.8
'"''': ı•ııwıı

..
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_ l\lı\NUFACTURING INDUSTRY

Definition and Limits of Manufacturing Industry in General

Any industry that makes products from raw materials by use of manual

or machinery and that is usually carried out systematically with a division of

r In a more limited sense, manufacturing denotes the fabrication or assembly of

voncnts into finished goods on a fairly large scale.

The word manufacture comes from the Latin words manus (hand) and

c (lo ıııake). But today, manufacturing means; making articles by machinery as

as by hand. Manufacturing is essentially a conversion process; that is converting

e material into some good by mechanical or chemical means. The resultant good is

cted to have and increased utility. The resultant good may be ready for

urnpıion or may in turn become an input to some other conversion process.

luıiou iıı manufacturing has obviously been toward increased efficiency, which is

cally measured as the output per unit input or labor.

ln Manufacturing Industry, so-called Secondary Industries can be

ined as:
Takes the raw materials supplied by primary industries and processes them into
consumer goods
Further process goods that other secondary industries have transformed into
products
Builds capital goods used to manufacture consumer and non consumer goods.

Manufacturing Industry can be divided into two major categories;
- I leavy or large-scale Industry

__ Liglıt or small-scale Industry

arge-scale industry generally requires heavy capital investment in plants and

·ıclıincry, serves a large and diverse market including other manufacturing industries
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a complex industrial organization frequently a skilled specialized labor force and

-~ ..erates a large volume of output

;ht or small-scale industry, may be characterized by the non durability of

nufactured products and a smaller capital investment in plants and equipment and it

y involve nonstandard products, such as customized or craft work. The labor force

y be either low skilled, as in textile and clothing manufacture, food processing, and

tics manufacture, or highly skilled, as in electronics and computer hardware

nufacture, precision instrument manufacture and craft work.
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l'Iıe Sub-Sectors of Manufacturing Industry.

rnational Standard Industrial Classifıcation ( ISIC, Rev. 2)

MANUFACTURING INDUSTRY

Manufacture of food, beverages and tobacco
Food Manufacturing
Slaughtering, preparing and preserving meat

_ Manufacture of dairy products
~ Canning and preserving of fruits and vegetables

. Canning, preserving and processing of fish, crustacean and similar foods
- Manufacture of vegetable and animal oils and fats

Grain mill products
- Manufacture of bakery products

. Sugar factories and refineries
1_ Manufacture of cocoa, chocolate and sugar confectionery

Other food manufacturing
_ I. Manufacture of food products not elsewhere classified
_ 2. Manufacture of prepared animal feeds

Beverage Industries
I. Distilling, rectifying and blending spirits
__ Wine industries
J. Malt liquors and malt
-L Non-alcoholic beverages, carbonated fruit juice, natural mineral waters and
ource origin water

~. Tobacco manufactures

Textile, Wearing Apparel and Leather Industries
1. Manufacture of textiles

I. Spinning, wearing and finishing textiles
_ 2. Maııufacture of made-up textile goods except wearing apparel

3. Knitting mills
_ . 4. Manufacture of carpet and rugs
_ I 5. Cordage, rope and twine industries
_ 1.6. Manufacture of textile not elsewhere classified
_.ı Manufacture of wearing apparel, except footwear
_ 2.1. Manufacture of fur and leather products
_ 2.2. Manufacture of made-up wearing apparels except fur and leather
_,3. Manufacture of leather and products of leather, leather substitutes and fur,

rcpt footwear and wearing apparel.
= l. I. Tanneries and leather finishing

1.2. Fur dressing and dyeing industries
:u. Manufacture uf products of leather and leather substitutes, except footwear and

wearing apparel
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. :\1:ınııfoclure of footwear
I. Manufacture of all kinds of footwear, except vulcanized or molded rubber or

plastic footwear

M aııufacture of Wood and Wood products, including Furniture
I. Manufactııre of wood, wood and cork products, except furniture
I. Sawmills, planing and other wood mills
__ Manufacture of wooden and cane containers and small cane ware
3. Manufacture of wood and cork products not elsewhere classified

_ Manufacture of furniture and fixtures, except primarily of metal

. .lanufacture of paper and paper products, Printing and
publishing

I. Manufacture of paper and paper products
I. Manufacture of pulp, paper and paperboard
__ Manufacture of containers and boxes of paper and paperboard
3. Manufacture of pulp, paper and paperboard articles not elsewhere classified

_ Printing, publishing and allied industries

Manufacture of chemicals and of chemical, petroleum, coal,
ılıber and plastic products

- ı. Manufacture of industrial chemicals
I I. Manufacture of basic industrial chemicals except fertilizers

2. Manufacture of fertilizers and pesticides
- · 3. Maııu lacture of synthetic resins, plastic materials and man-made fibers except

glass
- .... Manufacture of other chemical products
• 2 I. Manufacture of paints, varnishes and lacquers
· 2.2. Manufacture of drugs and medicines, including veterinary medicine
- 2.3. Manufacture of soap cleaning preparations, perfumes, cosmetics and other toilet

preparations
· 2 4. Manufacture of chemical products not elsewhere classified

Petroleum refineries
-..t Manufacture of miscellaneous products of petroleum and coal
- ..ı I. Manufacture of asphalt paving and roofing materials
· -l.Z. Manufacture of coke and concrete blocks
- ..ı.3. Compounded and lender lubricating oils and greases
· 4.4. Liquid petroleum gas tubing

Manufncture uf rubber products
- 5. 1. Tire and tube industries
• ,.. .2. Manufacture of rubber products not elsewhere classified
- 6. Manufncture of plastic products not elsewhere classified
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Manufacture of non-metallic mineral products, except products
~trolcum and coal
,1:ınufacture of pottery, china and earthenware
Manufacture of glass and glass products
Manufacture of other non-metallic mineral product
Manufacture of structural clay products

: Manufacture of cement, lime and plaster
, . Manufacture of non-metallic mineral products not elsewhere classified

Basic metal industry
Iron and steel basic industries
Non-ferrous metal basic industries
Manufacture of fabricated metal products, machinery and

ipment
. Manufacture of fabricated metal products, except machinery and equipment
I. Manufacture of cutlery, hand tools and general hardware
2. Manufacture of furniture and fixtures primarily of metal

I 3. Manufacture of structural metal products
-L Manufacture of fabricated metal products except machinery and equipment not
elsewhere classified

-· Manufacture of machinery except electrical
__ I. Manufacture of engines and turbines
___ Manufacture of agricultural machinery and equipment and repairing
_ 3. Manufacture of metal and wood working machinery and repairing
"2 .ı. Manufacture of special industrial machinery and equipment except metal and

wood working machinery
_ 5. Manufacture of office, computing and accounting machinery
_ 6. Machinery and equipment except electrical not elsewhere classified

Manufacture of electrical machinery apparatus, appliances and supplies
, I. Manufacture of electrical industrial machinery and apparatus
, 2. Manufacture of radio, television and communication equipment and apparatus
"' 3. M anu factu re of electrical appliances and house wares
, 4. Manufacture of electrical apparatus and supplies not elsewhere classified
-L Manufacture of transport equipment
..ı. I. Ship building and repairing
4.2. Manufacture of railroad equipment
4 .3. Manufacture of motor vehicles
4.4. Manufacture of motorcycles and bicycles
..ı.s Manufacture of aircraft
4.6. Manufacture of transport equipment not elsewhere classified

· .5. Manufacture of professional and scientific, measuring and controlling
qııipıııcııt not elsewhere classified and of photographic and optical goods
5.1. Manufacture of professional and scientific, measuring and controlling equipment

not elsewhere classified
5.2. I\ lanulacıure of photographic and optical goods

_<;_1_ ~ lanulacture of watches and clocks
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Other manufacturing industries
vlnnufacıure of jewelry and related articles
lanufachırc of musical instruments

vlnnulacture of sporting and athletic goods
\laııufactııriııg industries not elsewhere classified

ABBREVIATLONS

Industrial sub-sectors that has been classified at manufacturing industry in TRNC)

Food, Beverages and Tobacco Industries
Textile, Wearing Apparels, and Leather Industries
Wood, Wood Products and Furniture Industries
Paper, Paper Products, printing and Publishing Industries

hemicals, Petroleum, Rubber and Plastic Industries
on-metallic Mineral Products Industries

Basic Metal Industry
Electrical, Fabricated Metal Products and Equipment Industries

ı her Manufacturing Industries
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. History of Manufacturing Industry at TRNC in Brief

Uııt il I 960's manufacturing was almost unknown and impossible field

ıe Turkish Cypriot people. The Turkish Cypriots had no availability and suitable

litious for ıııaııufacturing investments. Due to that time, no capital accumulation,

-aıısportation facilities, no incentives, and in general, can be said no investment

ale were present. In fact, only primitive manufacturing activities started at 1940's

among other communities at the island. Because of Turkish Community was only

ed just enough amount for their survivals from agriculture and trade earning

ital accumulations, were belong to other communities.

During the period of 1960-1974, Greek Community used the

ernrnent opportunities, foreign aids and loans and technical assistance, and

ceded to upgraded made innovation of their manufacturing industries. But Turkish

ıııııuııity was neglected and considered as secondary position in this development

rts period. So, the gap between two communities enlarged against Turkish

ııııuııity. By 1974, Turkish Community owned only small weak industrial

erprises such as food, wearing apparel, and metal industries, that was incomparable

developed Greek's industry.

According to the" Turkish Cypriots Industrial Activities Research

ıoı t " conveyed at 1970; the ratio of Turkish industrial production in total industrial

duction or Cyprus was only 2%. Also," An Industrial Production Research"
ricd

t by the Cyprus Government in 1970 revealed that:

No. of Turks employed in industry were 2,549, while Greeks were 35,339.
No. or industrial enterprises employing over 5 people owned by Turks were 9,
while owned by Greeks were 138.
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Aller 1974, when all Turkish Cypriots got together in the North, and

ir own seaport & airport and freedom to move in and out of Cyprus, economic

es lıad started in real meaning. The first thing the Turkish Cypriot businessmen

was foreign trade. Especially at this period of time, due to closed economic

application at Turkey, created high demand of European and Far Eastern goods

d led Turkish Cypriot businessmen to increase their imports for Turkey market.

The accumulation of capital and know-how, and founded industrial

3", initiated investments of manufacturing sector. The enlargement of

unities, also accelerated the growth of manufacturing sector in TRNC.

At 1998, the contribution of industrial production to total GNP is

'0% and creates about 12000 employment in TRNC.
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I'he Role of Manufacturing Industry in the Economic Development of
tlıcrn Cyprus

To believe that, there can be no Manufacturing Industry in a small

I like Cyprus, and should be looked solely to other sectors for economic

lopınent is completely false. Because, the industrial sector in the TRNC carries the

-acterisıics of an island economy and make contribution to National Income to

extent. The characteristics of island economy and some features ofTRNC's

It is mainly light industry
It is made up of small scale units- mostly family owned businesses
Its raw materials are mostly imported from abroad
It caters for a small home market and is over dependent on foreign markets

The contribution to National Economy of manufacturing industry can

ımmarized as follows:

ontribution to employment . Creates over I 0,000 jobs.
oııtribution to balance of payments. Industrial export figures is over 70 million $
'nntribution to GNP. Total GNP (1997 figures) was 608,823.7 million TL and
12.6 % came from industry.

ontribution to other economic sectors. Such as agriculture, tourism, etc.

So, manufacturing industry should be supported for increasing its pay-

nd contribution to National Economy.
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-·='· Developments at Manufacturing Industry in TRNC 

During the period of 1975-1996 the contribution of industrial sector

ıanufacıuring industry) to Gross National Product has increased by 282.4% at

ııstanl prices of 1977. The GNP which was 2,742.0 million TL in 1975 rose to

- · 73.4 million TL in 1996 at constant prices of 1977. The industrial sector

uıtribuıion to GNP was 213.3 million TL in 1975 and rose to 815.7 million TL in

96 al constant prices of 1977.

2.5.1. The Production and Export Capacity of Manufacturing Industry.

The TRNC has only a small number of export manufacturing products

ecause or its limited natural resources, economic embargo imposed on it in foreign

ınrkeıs and most importantly not renewed and upgraded technology and deficiencies

ı marketing efforts and applied policies. But, even though the percentage of industrial

""rocluctsexportation in total exports increased steadily. The total export figures and

'he manufacturing products exports is as following:

Total ExQort Manufacturing Products ExQort Ratio(%)
(million US$) ( million US$)

24.45 2.31 9.44%

39.15 6.63 14.38%

46.81 8.64 18.45%

54.40 21.38 39.22%

65.50 35.20 53.70%

54.50 29.85 55.30%

52.88 27.20 51 .40%

66.93 38.88 58.10%

70 :50 38.28 54.00%

1977
1981
1985
1987
1990
1993
1994
1995
19()6 

As can be seen in the table above, the total exports were US$ 24.45

million and oııly US$ 2.31 million were from industrial products exportation that

const it uıcs 0 l'-1% of it. While the share of industrial products reached 54.00 % in the
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.al exports of tlıe TRNC in 1996. The main export industrial products are; clothing,

ııy products. beverages, pharmaceutical products, citrus concentrates, etc.

The Major Export Products of the TRNC
Value: US$ 1000

CJDUÇ{S 1993 1994 1995 1996

othing 19545 18153 23707 21665

trus 16514 15813 22043 22584

trus Concentrates 5254 3329 4764 1693

iry Products 1094 1797 3383 4599

armaceuıical products 318 407 1222 521

taıoes 1241 636 1381 870

erages 921 852 2747 4689

·hers 9072 11885 7674 12490

Ready-made clothing and dairy products are subsidizing by the

rvernnıcnt after the 'European Court Decision' against the TRNC export products,

· tlıc exports to EC Countries declining after 1995. After this decision, the border

de agreement between Turkey and TR.NC was signed, and there was a considerable

ıcase iıı tlıc TRNC's exports to Turkey and newly established Turkish Republics in

sıa.

E:xport bv Countries: ( %

untry 1976 1980 1985 1990 1995 1996

ırkey 29.50 13.70 11.70 12.10 30.00 48.30

Countries 65.40 77.50 75.80 77.90 53.60 35.20

· hers 5.10 8.80 12.50 10.00 16.40 16.50
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Developments of Manufacturing Industry in Gross National Product:
Current Prices, Million TL)

1975 1980 1985 1990 1996

otal GNP 1,867.2 17,541.5 126,874.2 1,547,793.0 63,576,940.3

lanufacturing 155.4 2,280.8 10,096 O 163,038.5 4,952,157.2
·ıdustry

aıio ( % ) 8% 13.0% 8.0% 10.5% 7.8%

As it is seen, the contribution ratio of manufacturing industry to

.iross National Product didn't change at all. In other words, it kept its position and

rııportaııce, relatively in GNP as in 1975. So, the growth of manufacturing industry

goes parallel with other sectors.

In fact, the production capacity of manufacturing industry increased

bout four times comparing to 1977, but only 20-25% of that capacity can be used

reseııtly, due to marketing problems.
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5.2.2. The Competitiveness or Manufacturing Industry

ı\s mentioned before, manufacturing activities started after 1974 in real

sense at TR.NC. The so called founded factories at 1974 and the established ones after

then;
Possessing old technologies today; so, these enterprises have difficulties to

compete ıeclınologically in global market. They should be upgraded technologically.

Secondly, they are small scaled enterprises and their capacities are relatively

low. So. for them to benefit of economies of scale and create competitive

advantageous at global market is difficult.

The other important handicap is the high cost raw-material inputs that cause

expensive products relative to competitors' prices. This is the matter of high

transportation cost and raw-material inventory cost.

Aııoılıer important difficulty on competition is the political issues. The

entrepreneurs can not benefit of the advantages of international and regional trade

associations and blocks, such as European Union, due to of the case of TRNC. So,

lnternational trade encumbered by restrictive measures (i.e. Tariffs, Quotas, etc.)

ı\lso, ınany businesses suffering from insufficient and ineffective

management problem. Because, these industrial businesses are mainly family owned

and managed. So, professional managers are not employed at these enterprises.

These problems create obstacles to manufacturing industry in TRNC for

obtaining competitive-advantage in global market. Many of them have serious

compel it inn problem and this problem should be overcome for their survival and

growth
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2.5.3. The Enterprises and Employment in Manufacturing Industry

Tlıe number of establishments in manufacturing industry during the

period of 1975-1997 is as follows:

I ndusujes No of Establishments

1975 1983 1985 1990 1994 1995 1997*

I. rood, beverages and tobacco 49 73 124 153 207 203 183

2. Textile, wearing apparel and leather 38 71 82 115 158 140 120

.., . Furniture, forest products and fixtures 15 28 46 70 90 85 76

-L Paper and paper products 12 21 28 38 46 41 38

... Chemicals, petroleum and plastics 20 37 53 52 72 64 62

Non metallic mineral products 37 30 38 47 66 65 66

.,_ Basic metal industries - - - 3 2 2 3

Electrical machinery and appliances 53 32 48 53 70 67 59

Other manufacturing industries 6 36 41 44 58 59 63

TOT/\L 230 328 460 575 767 726 670

* Estimate Figures

ı\s it is observed, the growth in manufacturing industry reached peak­

ıint at I t)<J,ı and declining started after then and still continuing. The main reason for

I c decline is tlıc European Court Decision against N. Cyprus products which was

. meted iıı end of 1994. Also the crisis in Middle East and economic crisis in Turkey at
•

94 effected N. Cyprus manufacturing industry and whole economy negatively.
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The Classification of Industrial Establishments according to the number of
employment Created ( by 1997)

No of
Establishment

Employment
1-9 10-19 20-49 50-99 l 00-

I. Food,beveragesandtobacco 183 142 19 11 6 5

-· Textile, wearing apparel and leather 120 22 36 43 14 15

~. Furniture, forest products and fixtures 76 63 8 5

4. Paper and paper products 38 23 9 3 1 2

5. Chemicals, petroleum and plastics 62 38 20 4

1. Noıı ıneıallic mineral products 66 29 28 6 2

Basic metal industries 3 - - 3

. Electrical machinery and appliances 59 42 13 4

9. Other manufacturing industries 63 34 23 5

TOTAL 670 393 146 84 24 23

Analyzing the above table, it is quite clear that:

* 58% of the enterprises' employment capacities are only between 1-9,
22%, of them I 0-19,
12% of them 20-49, and only
8% of tlıe enterprises have 50 or more employment capacity.

Tlıis implies that most of the establishments are very small scaled and self-employment

indusıı ial l;ııııily businesses.
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The number of employment created in manufacturing industry

uring the period of 1975-1997 is as follows:

Industries Employment created

1975 1983 1985 1990 1994 1995 1997*

Food, beverages and tobacco 421 2793 2916 2660 3140 2425 2062

_ Textile, wearing apparel and leather 747 1480 1980 3885 5630 5001 4250

~ Furniture, forest products and fixtures 250 325 365 611 685 643 540

Paper and paper products 90 253 450 594 740 510 460

- Chemicals, petroleum and plastics 54 584 673 533 640 626 546

. Non metallic mineral products 88 528 534 774 960 928 935

-. Basic metal industries - - - 65 19 40 67

Electrical machinery and appliances 466 557 542 567 650 603 642

Other manufacturing industries 32 67 393 511 605 616 585

TOTAL I 148 6587 7853 10200 13069 11392 9987
....... ............. ········ ········ ..................... ······ ······· ········ ········ ········ ......

Sectoral Distribution of Labor Force in TRNC

_ectors 1975 1983 1985 1990 1994 1995 1997*

l-ıdustry I 148 6587 7853 10200 13069 11392 9987

thers 43647 52255 53646 61325 62741 65062 70968
----------------------------------------------------------------------------------- 
TOTAL 44795 58842 61499 71525 75810 76454 80955

•ıo in total; 2.5% 1'1.0% 12.8% 14.2% . 17.2% 14.9% 12.3%

Presently, about 12.3% of the employment created by industrial sector. But,

sit is seen from the table, after 1995 the contribution to employment of industrial

sector has been declining.
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Tl-IE INVESTMENT CLIMATE IN TRNC

3.1. Encouragement of the Manufacturing Industry

Turkish Republic of Northern Cyprus governments encourage free

enterprise and foreign investment and business. Especially in the form of new projects

complementing the capabilities and experience of domestic entrepreneurs.

Most of the infra-structural investment, in the fields of communication,

transportation and energy, have been completed, and are ready for the benefit of

poıenıial investors and businessmen.

3.1.1. Opportunities, Incentives and Related Regulations

Attracting foreign investment is among the primary objectives of the

country's development policy. So, N. Cyprus offers numerous advantages and

incentives lo t lıe local and foreign investors.

The authorities ready grant approval for investment provided that the

project concerned satisfies any of the following flexible criteria:

• Production or a manufactured product is either not produced in N. Cyprus or not
produced in sufficient quantities for the needs of the domestic market
Promotion of the export orientation of the economy with development of existing
and new markets
Transfer of modern technology, know-how and new management techniques
Improvement either of the productive structure of the economy or of the quality of
exist iııg products
Complimentary impact on existing production units or activities

N. Cyprus can be used as a base for foreigners for their activities and as.
arı ecoııoıııic bridge between Europe, Middle East And North Africa. In the light of

radical clı;ıngr.;; iıı tlıe world economy resulting from a global trend towards free

ına: I Pt ,,ı·ııııoıııics. liberalization of capital flows, and the encouragement of
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entrepreneur-ship, Northern Cyprus is approaching the turn of the millennium with a

commitment to the spirit of global economic integration.

Recently, the Government in Northern Cyprus is stimulating business

activity through a variety of measures including a comprehensive privatization program

aimed at reducing government involvement in the production of goods and services.

Sectors that were traditionally in the public sector are today wide open for private

investment, both domestic and foreign.

The incentives combined with the strategic location, educated labour

force, low cost of living, as well as the other advantages of the area, create a unique

business environment. The manufacturing is one of the potential area of expansion.

A liberal trade policy, practically no import restrictions, no foreign exchange controls

and no limits on the repatriation of profits; making TRNC an ideal place for investors.

3. l. l. 1. Faınagusta Free Port and Zone

The Famagusta Free Port and Zone is in Famagusta, which is in the

Country's principal port. So, it is on the location at the crossroads of east-west and

north-south navigation routes. The Famagusta Free Port and Zone is spread over an

ama of 487,000 ma and has land for expansion. The Free Port and Zone Directorate is

responsible for the implementation of the rules and regulations related to the Zone.

The Free Port and Zone Law states that only" Approved Enterprises" are entitled to

operate and erect concerns in the Free Port and Zone area. An "Approved Enterprises"

is defined as one which has received approval from the tree Port and Zone Council to

function in the Zone. Applications for "Approved Enterprise" status have to be

submitted to the directorate using the forms supplied by this body.
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The Free Port and Zone was established in 1977 and commenced

functioning in mid-1978. It offers excellent opportunities to the investors who intend

to engage in all kinds of manufacturing and commercial activities.

The incentives and facilities provided for investors:

* Corporate and income tax; All income derived from activities and operations

undertaken by investors in the Free Port and Zone is totally exempt from corporate and

income taxes. This exemption does not apply to the exportation of goods services not

manufactured in the Zone that are directed to the TRNC.

* Şxemption from customs duties and indirect taxes; Famagusta Free Port and Zone is

outside the customs boundary of the TRNC. All production inputs can be transported

from foreign locations to the area without being subject to any taxes or duties.

* Transfer of profit and capital; there is no limitation on repatriation of profit and

capital earned in the Zone.

* Fees, Charges, Tariffs; Fees for the facilities and services provided are at reasonable

prices. Some of the prices are listed below.

- Annual rents for factory building sites vary from US$ 2.00-2.50 per m2.

Areas of available sites vary from 800-8,000 m2. The leasing agreements initially are

made for 21 years and may be renewed for an additional two terms, 21 years each.

Business offices can also be leased for seven years and may be renewed for an

additional two terms.

- Storage charges (Per ton or partthereof, per day or part thereof), for cargoes

in store and/or in. warehouse: general cargo US$ 0.20.

- For cargoes in open stacking area: general cargo US$ 0.10,

bulk cargo: US$ O.OS
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- Containers (per container, per day part thereof) empty: US$ 0.25; Full: US O. 75

- Area rented for short periods (per m2 per day or part thereof): US$ O.OS

The first 7 days are exempted from storage charges. First 30 days for

the empty container and first 15 days for the full container are exempted from storage

charges. Also the port, offers sufficient covered storage area, experienced stevedoring

and security services.

3.1.1.2.Organized Industrial Zones

For encouraging new investments and gathering the scattered

manufacturing units in a specific region, organized industrial zones have been

established. At these zones the infrastructure (roads, water, electricity, telephone, etc.)

is made ready for the use of the investors. So, suitable plots for factory buildings on

these industrial estates with long term lease at low rates of rent are available.

Annual rents for factory building sites vary from 46,000-57,000

TL/year m2 ( This is 1998 figures). Also, the contribution to general and administrative

expenses of the zone vary from 23,000-25,000 TL/year m2.

Areas of available sites vary from 350- 2,500 m2. The leasing

agreements initially are made for 33 years and may be renewed for an additional two

terms, 33 years each. The investors have also the right; to sell, to rent, to show as a

guarantee for loan, of the building they have established.

There are six different industrial estates in TRNC that is subject to

'Organized lndustrial Zones Law':

ı- Lefkoşa Organized Industrial Zone

Lefkoşa Organized Industrial Zone was established in 1977 and

commenced functioning in 1978. This Industrial Zone is spread over an area of
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519,000 m2 and situated at 3. 5 km North from city center of Lefkoşa. There are

450 factory building sides in the zone.

ıı- Famagusta Small-scaled Industrial Estate

Famagusta Small-Scaled Industrial Estate was established in 1986 and

situated at 1.5 km from city center of Faınagusta. The area covered is about 99,549 ın2

There are 75 factory building sides in the Estate.

111- Famagusta Organized Industrial Zone

Famagusta Organized Industrial Zone was established in 1992 and

situated at 3-5 km from city center of Faınagusta. The area covered is about 241,472

m2 with availability of land for expansion. There are 195 factory building sides in zone

ıv. Haspolat Industrial Estate

lt is the Industrial Estate that passed to Turkish Cypriots after 1974

and situated 11 km east to Lefkoşa. The area covered is about 224,157 m2. There are

56 factory building sides in the estate.

v. Karaoğlanoğlu Industrial Estate

Karaoğlanoğlu Industrial Estate was established in 1989 and situated

8 km west to city center of Girne. The area covered is about 23,338 m2 . There are

34 factory building sides in the estate.

vı- Alayköy Organized Industrial Zone

Projects related with Alayköy Organized Industrial Zone has been

prepared and put forward. It is planned to. be ready for the use of investors in 1999.

The zone will be situated on the main-road way to Lefkoşa-Güzelyurt at Alayköy

Cross-section.
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3. 1. 1.3. Investment Incentives in Manufacturing Industry 

The law for encouragement of industrial investments, enacted in 1984,

contains the following incentives:

• Long-term lease of government owned land and buildings at low rates, up to 99
years;

• Duty-free import of all machinery and equipment;
• 50% additional investments allowances on initial fixed investment expenditures;
• Government loans or interest rebates on loans secured from financial institutions in

the TRNC;
• Transfer of foreign currency without any restrictions;
• Permission to employ foreign personnel;

It is aimed to promote and stimulate the industrial investments in

TR.NC through the "Law of Encouragement of Industrial Investments". The projects

should be approved by the related ministry of industry, to get benefit of the incentives.

Projects Evaluation and Approval; 

Ones proposing to invest in industry, should apply to the ministry

related with industry, for 'Investment Permission'. After submitting the feasibility

report of the planned investment, the project appraised and evaluated by the Ministry

for its viability. lf the project is found viable, the investor receives investment

permission and incentive document.

3. l. t .4. Export .Promotion Law 

Export promotion is one of the main objectives of the Government

program, thus several measures have been taken in this respect. The Export Promotion

Law was enacted in •1977 and contains the following incentives:

• Giving credits to export-oriented investments
• Duty-free import of all machinery and equipment
• Duty-free import of all raw materials and auxiliary materials
II Premium to export products;

Aids for marketing expenses at abroad
• Long-term lease of government owned lands and buildings at low rates
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3.1.2. Other Provisions about Investments

• The corporation tax reduced from 45% to 25%;
• A deduction from the chargeable income of an amount equal to 20% of the foreign

exchange imported into the Republic and derived from the exportation of all locally
manufactured products;

• Duty-free import of all inputs for industrial production;
• Temporary import permission to all inputs for export purposes;
• Free entry and exit of foreign capital.

3.2. International Fair and Exhibition Site

The International Trade and Exhibition area is about 5 km north to city

center of Lefkoşa. lt is located on about 200,000 m2 area and only 1/3 has been infra-

structured. Three exhibition buildings have been completed and they have about 1000

m2 closed area each. It is also possible to use 2000 m2 of the open area. There are also

recreational facilities in the Fair Area.

Ones a year an international fair and exhibition performed in the area

and many other specific exhibitions take place in different times.

The fairs and exhibitions aimed to promote international trading

relations and exhibit locally manufactured products.

3.3. Privatization in TRNC

The free-market economic system requires minimum involvement by

the public sector in industrial and commercial activities. The recent Economic

cooperation Protocol signed between the Turkish and the TRNC Governments

includes the speeding-up of the privatization process. For this purpose a Privatization

Committee has been formed in February 1997. This committee is in charge of the

privatization of the state-owned enterprises in the TRNC and will cooperate with the

Privatization Administration of Turkey whenever necessary.
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PROBLEMS AND DIFFICULTIES

4. l. Political Issues

Up to 1974, Turkish Cypriots lived under unpleasant conditions and

they couldn't conduct any economic activities in real sense. After 1974 they got the

opportunity to make business and experienced a rapid change at a reasonable growth

rate. But still, TRNC has the political difficulties caused by lack of recognition, that the

whole world, except Turkey, does not recognize the Turkish Cypriot state.

A political fair solution to the Cyprus problem is one of the main factor

that will stimulate rapid growth and huge investments in TRNC. Unsolved Cyprus

problem creates handicaps to investors in many aspects. Both the Government and

individual investors have difficulties to establish international trading relations and

joint-ventures. Also, due to the lack of recognition Turkish Cypriots can not receive

any International aid related with development and/or social purposed expenditures .• 

On the other hand, both domestic and foreign investors looking for

political and economical stability in a country for investing their money on fixed assets.

4.2. Productivity, Efficiency and Effectiveness Issues.

Productivity; is the relative measure of output per labor or machine

hour, often expressed as a ratio of output to input in a production process. So, the

greater the productivity ratio means, one gets more output while keeping input

constant or decreasing input while keeping output constant; and this implies that the

operating system is more efficient.

Efficiency; is a measure that shows the relationship between the use of

resources (input) and the resulting output.
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Effectiveness; is a measure of how well an organization accomplishes

its goals and objectives. So, an organization to be productive, must be both efficient

and effective in production.

The present 'Government Retirement Scheme' has encouraged the mis-

allocation of professional and technical personnel in Government. The concentration

of labor force in the Government sector has created insufficient and unqualified labor

force in manufacturing industry. As a result inefficiency and ineffectiveness has been

observing in this sector. So, improvements in productivity requires efficient utilization

of human resources, that has become crucial case in TRNC.

The other important factor is the not renewed technologies and systems

of the founded factories at 1974 and still continuing to produce with old fashion

methods. Also, it is preferred by the investors to buy mostly reconditioned machinery

that is inexpensive for new investments. This technological impact creates very low

productivity, costly production and incapability to compete both in domestic and

foreign markets on the base of price and quality.

This important aspect of the marketing problem resulting very high

unused production capacity and/or high inventory levels in the manufacturing industry.

lt is estimated that there is 70-75% unused idle manufacturing capacity. So, the

factories are generally operated under break-even-points which results with loss.

The other important cause for ineffectiveness is the type of ownership.

Due to that most of the organizations are .family-owned and small-scaled enterprises,

professional managers are not or can not be employed and new managerial techniques

are not applied. So, these enterprises suffering from improper management problems

and face with inefficiency and ineffectiveness.
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4.3. Marketing Issues , ~

~/
We live in a border-less global economic system today. So, in this

consumer-dominated economic system, meeting and exceeding the customer's

requirements is a prerequisite for survival. ln a global market it is Crucial to produce

cheaper and/or higher quality products to supply customers in order to be able to

compete with your competitors successfully and survival of organizations.

ln the case of The Turkish Republic of Northern Cyprus the

manufacturing industry should be modernized to receive competitive advantage over

its competitors. The modem and industrialized countries challenges particularly to

small countries like TRNC which does not have the advantage of a large international

market and therefore may not benefit from the economies of scale available to larger

countries. The local market is very small and the manufacturers should look for export

for their survival. But, TRNC has only a small number of export products because of

its limited natural resources and the economic embargo imposed on it in foreign

markets. The main export market was European Community Countries up to 1994.

But, alter 1994 exportation to European Countries has been decreasing because of the

European Court Decision against the export products of the TRNC. To overcome this

unfavorable situation 'The Border trade Agreement' between the TRNC and The

Republic of Turkey was signed to create a potential market with duty-free entry of the

TRNC's export products to Turkey .
•. 

Nowadays, manufacturers have huge and serious marketing problems,

originating from the embargo and competition problems. This situation threatening

their survival.



-32-

4.4. Transportation Issues

The growth of manufacturing industry is only possible by being able to

sell what is produced. The small domestic market and scarce raw material, makes

foreign markets crucial. But, the transportation is still a problem for exporting

products and importing necessary raw materials; because it is very expensive and

insufficient for diversifying exports both by product and by destination.

It is a reality that transporting on time with reasonable cost is very

important in global market for rational competition. But, due to the lack of recognition

of TRNC, to get benefit and advantages of international navigation and airline services,

except Turkey is not possible. For an island like TRNC, any economic activity like

manufacturing industry can only be flourished with sufficient transportation facilities

with reasonable cost.

4.5. Inflation and Money

Inflation has become a perennial economic illness of North Cyprus.

This is basically attributed to the use of the Turkish Lira as a legal tender since 1974.

Ever since the steady depreciation of the Turkish Lira, inflation in North Cyprus has

been an 'imported' mechanism which could not be manipulated by the Central Bank of

North Cyprus. But, the strength of economy, the condition of Government budget,

balance of payments and other economic indicators via political instability make it very

difficult to judge drat this inflation problem can be solved by supplying TRNC's own

'Money'.

Due to the inflation, the cost of money for investors increase and

makes production expensive. The money goes to the interest instead of investments.
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4.6. Other Problems 

Lack of master plan of industry: 

The lack of master plan of industry, hardening to make effective strategic

plans for the growth of industrial sector. Also, directing the potential investors to the

adequate flourish-able areas is very difficult.

Lack of the Institute of Standards 

There are problems of quality controls on both locally produced goods

and imported ones, because lack of the Institutes of Standards. This creates unfair and

unjust competition between enterprises on quality and price base.
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RECOMMENDATIONS & PRECAUTIONS PROPOSALS

The government should promote and maintain favourable investment

conditions that will permit entrepreneurs to participate directly in the process of

economic development.

For the achievement of growth in manufacturing industry, the

following course of actions would be taken:

* Restructuring and modernizing the economy through the creation of appropriate

institutions for upgrading technology, facilitating foreign investment and improving

existing methods of production, organization and marketing

* Enhancing the export orientation of the economy through the creation of an

appropriate institutional structure, the differentiation of export markets, the production

and marketing of new products, the improvement of product quality and the promotion

of N. Cyprus as a centre for the export of products

* J ncreasing productivity through the enhanced utilization and upgrading of existing

resources and promotion of capital intensive and high technology projects

* Channeling the necessary funds to the productive projects is an important aspect

of the promotion of manufacturing industry and overall economy

* Promoting the production of a manufactured product which is either not

produced in N. Cyprus or not produced in sufficient quantities for the needs of the

domestic market, and more emphases should be devoted on industrial production that
' 

supporting and feeding tourism

* Promoting the transfer of modern technology, know-how and new management

techniques would help upgrading the technologies of existing establishments
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* Promoting the complimentary impact on existing production units or activities 

* To overcome of the handicap of transportation, the creation network of 

air routes connecting N. Cyprus with Europe, Middle East, Turkish Republics at 

Russia and N. Africa is very essential. Besides air routes, for cargo distribution 

shipping lines should be attracted. 

* The Master Plan of Industry should be prepared, in order to direct investments 

accordingly and effectively 

* The production of electricity in N. Cyprus is at a critical juncture. Existing 

capacity is stretched and additional productive capacity to meet increasing 

demand should be constructed. Also, the old electrical network system should be 

replaced with more reliable and secure of power supply system. 

* Establishment of Sectoral Export Companies will make enterprises 

to benefit economies of scale, particularly in procurement of materials and export in 

large quantities 

* Standardization and quality control mechanism should be maintain and strengthen 

in an effort to improve product quality and consumer protection 

* Flexible production technologies should be preferred for being able to produce 

more than one product with high efficiency and easily adoption to new technological 

changes 

* Political stability will contribute rapid growth of manufacturing sector as well as 

other complementary productive sectors 
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CONCLUSION 

Over the past 24 years N. Cyprus has been in the process of reconstructing 

its economy and society. Much has been achieved but much remains to be done, for 

developing N. Cyprus and manufacturing industry. 

lt is extremely difficult for TRNC to break all the problems and compete 

in the fast developing world. Not all but most of the economic problems would be 

solved, if it were a politically more stable and recognized State. In that occasion, the 

inflow of international aids, grants, loans, foreign direct investments, etc. would be 

realized and accelerated much easier. 

However, the status of being not recognized may prolong. This leaves the 

community of TRNC to be more courageous and hard-working and developing its 

economic and friendly diplomatic relations with foreign countries and special care 

should be devoted for free trading relations with Turkey without any formalities. This 

will stimulate investments, exports and growth; because as economic welfare increases 

and the economy is in a better status, then TRNC may be more effective in solving the 

Cyprus-problem. 

The small size of the domestic market and limited resource base of the 

island economy of North Cyprus, necessitates the promotion of export-oriented 

specialized industries. Also, for easing and gaining advantage on export of present 

organizations; establishing sectoral export companies would be very helpful. 

The manufacturing sector, if not proposed as a leading sector, it should be 

in a balanced model for the TRNC's development efforts. 
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Finally, it would be concluded that manufacturing industry needs to 

overcome a lot of disadvantages in order to become a leading sector and contribute 

uppermost to the State's Economy. The unavailability of consistent markets and 

optimum market sizes for the optimum output of manufacturing industry, economic 

embargo and disadvantages of lack of recognition of the TRNC are the main obstacles 

facing manufacturing sector. To overcome these disadvantages and flourishing 

manufacturing industry, counter actions should be taken and comparative advantages 

would be created for growth of this sector. 
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