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EVOLUTIONARY MECHANISMS OF IMPRINTING IN BUSINESS
CLUSTERS

SUMMARY

Discussions on regional economic development, specifically on industrial districts and
business clusters, since Marshall’s (1920) seminal work has surged in numbers,
especially after the popularization of cluster studies with Porter (1990), who assigns a
prominent role to clusters in microeconomics of competition and competitive
advantage of regions and nations. On the other hand, the geographic distribution of
resources and potentials for development are shaped by historical factors and regions
can be understood through the mechanisms by which geographical landscape evolves
over time. In this sense ‘Evolutionary turn’ is both promising as a new way of thinking
about uneven geographical development and presenting an opportunity for linking
different concepts and theoretical approaches from different schools of thoughts.

Aim of this thesis is to reveal how clusters evolve and in which conditions
environmental forces leave their mark on the evolution pattern of business clusters.
Instead of employing a nurturist view, this study explores how nature of the cluster
firms and nurturing of the environment interact during the variations observed in
environments and tries to explain the dynamics of the imprinting processes. Even
though spatial evolution of business clusters has been studied in business history and
economic geography domains, coherent and holistic view of the phenomenon is still
far from formulation. Contribution of this study is to bring an evolutionary model by
extending multi-level imprinting theory (MLIT) with a selectionist view and to explain
how particular features of business clusters are acquired under the influences of
environmental forces. The study, in so doing, synthesizes MLIT and General
Darwinism, which are built over analogies between evolutionary biology and
evolutionary economic geography and lay the foundation of the basic evolutionary
engine as variation, selection and retention processes.

The thesis consists of seven sections. In the first section, aim and scope of the thesis is
presented, and the flow of the thesis is framed. In the second section, theoretical
perspectives on location, regional growth and local development are discussed,
theoretical background of business clusters is summarized. In the third section the
importance of ‘Evolutionary turn’ is highlighted, the concepts of evolutionary analysis
within the economic landscape are discussed and imprinting theory is presented. In the
fourth section, the conceptual model, explaining evolutionary mechanisms of
imprinting and how environmental influencers work with evolutionary engine is
described, evidences from the empirical literature are presented. In the fifth section,
research design is explained, selection of sites and how data are collected and analyzed
is justified. In the sixth section, findings related to footwear industry and footwear
production clusters in Izmir and Konya are presented. In the last section findings are
discussed in the light of conceptual model, how evolutionary mechanisms and engine
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explain the imprinting success or failure is presented, and new research opportunities
for developing the model are offered.

The proposed conceptual model aims to contribute to the evolutionary economic
geography by extending MLIT in many ways; (i) exploring influence of heredity
factors governing access to resources and legitimization forces, (ii) defining how
“window of imprintability” works through evolutionary mechanisms, (iii) explaining
emulation of imprints through retention process and the role of secondhand imprinting,
(iv) describing the role of pioneering firms in the creating founder effect and lastly, (v)
clarifying the role of institutional order within group of firms as a constraining factor
with its implications on the imprinting process.

This study follows a historical case study research which is suitable for exploring the
cluster as a contextually bounded system over time. The research setting planned for
this study is footwear clusters which is a traditional industry, geographically
agglomerated and based on apprenticeship. Before preparing the research questions a
preliminary site research is conducted and discussions with highly experienced
professionals are made. This also enabled the researcher to be more informed about
the research sites in Konya and Izmir. Interview questions were determined after the
preliminary site research and compiled in accordance with the conceptual model and
its constructs. Data collected by open-ended interviews are triangulated with other
secondary data sources like sectoral reports, journals, academic papers and studies,
archival records, photograph archives, direct observation and physical artifacts.

In the study, data analysis is conducted in four stages. In the first stage background of
shoe production in Turkey is explained and current context is clarified with historical
facts and figures. In the second stage, sensitive periods related to major economical,
technological and institutional changes are investigated. In the third stage, selected
areas to be analyzed are justified. In the last stage, imprinting process and their action
mechanisms are deeply investigated. Possible imprints on specialization, division of
work and cooperation are analyzed, and findings are interpreted according to the
conceptual approach.

Findings towards specialization showed that the specialization of lzmir footwear
cluster in women shoes was affiliated with Westernization efforts in which shoe
consumption habits were shaped by liberalized clothing, social life and attendance of
women in work life. On the other hand, this WOI did not turn automatically into an
imprint. The environmental fit of producers shaped by the local demand enabled them
to seize this opportunity and retention was mainly characterized by apprenticeship and
spin-offs, which pushed the imprints to stamp a critical mass of the population.

Findings in division of work uncovered three cases for deeper analysis. In the case of
stitcheries, small stitching workshops found to be sustained since the traditional
production era despite the change in the economic conditions. These workshops
persisted and attempts to replace this model failed due to unregistered work practices
and traditionalization forces of within group fitness, characterized by irregular
working hours, seasonality and underdeveloped managerial capacities. These findings
showed the importance of both environmental fitness and within group fitness in the
imprinting process. The case of Sumerbank was an example of Wrightian-drift. During
state led industrialization period, Turkish Republic founded Sumerbank and
consolidated all state production facilities including the shoe factory in Beykoz, which
was a vertical production giant of its time. The favorable selection niche created by
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the government did not breed into new mass production facilities and transform into a
successful imprint on the industry.

The barriers blocking diffusion of vertical production model seems not only to indicate
the lack of capital accumulation of producers but also presence of a parallel fit in the
crossing niche and lack of physical proximity disabling knowledge dissemination.
Moreover, the sensitive period characterized by state led development logic closed in
less than two decades. Therefore, retention mechanism did not work, and imprinting
attempt was failed. On the contrarily, the socialist imprint in Timisoara footwear
cluster which was coeval with the Sumerbank initiative had successfully persisted even
after the firms were privatized. This points attention to the importance of retention
mechanism and reaching a critical threshold for solidification and persistence of the
imprint.

Lastly, findings on the Ottoman guilds and their Akhsim roots, which are mostly
referred in the discussions of collaboration efforts in Konya, showed that both
functions and values possessed by the ancestor of modern collaboration institutions
have been mostly vanished. In this sense three sensitive periods are analyzed,
foundation period, industrialization and mechanization with liberalization. The
evidence supports the view that with the upsurge in competition, individualistic
behavior has intensified, and individual fit became more important than group fit after
the liberalization and mechanization period. Our conceptual model supports us to
propose that liberalization changed the course of social norms and relations and this
may lead to an imprint in the future.

These findings contributed to the imprinting theory by highlighting the importance of
the nature of business clusters, incorporation of a selectionist view and evolutionary
mechanisms. The accumulated heredity factors and window of imprintability
operating in the imprinting process are both conceptually and empirically explained.
Sensitive periods do not automatically result in the evolution of a cluster. Instead, the
model affirms that during a sensitive period, the operations in the variation-selection-
retention engine, overcoming the pressures of within group fitness and reaching a
critical mass in the local populations are prerequisites for successful imprinting.
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IS KUMELERINDE ORGUTSEL DAMGALAMANIN EVRIMSEL
MEKANIZMALARI

OZET

Marshall'm (1920) ufuk acan ¢aligmasindan bu yana, Sanayi bolgeleri ve is
kiimelenmeleri basta olmak iizere bolgesel ekonomik kalkinma {izerine yapilan
tartismalar nicel olarak artmis, 6zellikle de rekabet ekonomisinde ve bolgesel rekabet
avantajinda kiimelere onemli bir rol bicilmistir. Ote yandan, kaynaklarin cografi
dagilim1 ve kalkinma potansiyelleri tarihsel faktorlere bagl olarak sekillenmekte ve
ekonomik bolgeler, cevresel faktorlerin tarihsel izdiigsiimlerini yansitmaktadir. Bu
anlamda 'evrimsel yaklagim', hem tarihsel cografi gelisim hakkinda yeni bir diisiinme
yolu vaat etmekte, hem de farkli diisiince okullarindan farkli kavramlar1 ve teorik
yaklagimlar1 birbirine baglamak i¢in bir firsat sunmaktadir.

Bu tezin amaci, is kiimelerinin nasil evrimlestigini ve bu evrim siirecinde ¢evresel
giiclerin nasil ve hangi kosullarda etkin oldugunu ortaya koymaktir. Tam bir ¢evreci
egitsel bakis acist kullanmak yerine, bu caligsma, kiimelenme firmalarinin dogasi ve
cevresel faktorlerin nasil etkilesime girdigini arastirmakta ve damgalama siirecinin
dinamiklerini agiklamaya calismaktadir. Is kiimelerinin mekansal evrimi is tarihi ve
ekonomik cografya yazimi igerisinde incelenmis olmasmna karsm, bu olgu hala
bigimlenmeye devam etmektedir. Bu c¢aligmanin katkisi, ¢ok seviyeli damgalama
teorisinden (MLIT) yola ¢ikarak se¢ilimci bir bakis agisiyla daha kapsamli bir evrimsel
modele ulagmak ve is kiimelerinin belirli 6zelliklerinin ¢evresel giiclerin etkisi altinda
nasil elde edildigini agiklamaktir. Calisma, evrimsel biyoloji ile evrimsel ekonomik
cografya arasindaki analojiler {izerine insa edilmekte, MLIT ve Genel Darwinizm'i
sentezleyerek; evrimsel motorun gesitlenme, segilim ve tutulum siireglerini temel
olarak almaktadir.

Tez yedi boliimden olusmaktadir. Birinci boliimde tezin amact ve kapsami sunulmus,
tezin akis1 cercevelenmistir. Ikinci bélimde mekan, bolgesel bilyiime ve yerel
kalkinmaya iliskin teorik perspektifler tartisilmis, is kiimelerinin teorik arka plani
ozetlenmistir. Uglincii béliimde, evrimsel bakisin dnemi vurgulanmis, ekonomik bolge
igindeki evrimsel analiz kavramlar tartisilmis ve damgalama teorisi sunulmustur.
Dordiincii boliimde, damgalamanin evrimsel mekanizmalari ve gevresel etkileyicilerin
evrimsel siire¢ lizerinde nasil calistigini agiklayan kavramsal model izah edilmis,
gorgiil literatiirden Ornekler verilmistir. Besinci bdoliimde, arastirma tasarimi
aciklanmis, arastirma sahalariin se¢imi ve verilerin nasil toplanip analiz edilecegi
gerekgelendirilmistir. Altinct boliimde, I1zmir ve Konya'daki ayakkabi endiistrisi ve
ayakkabi iiretim kiimelerine iliskin bulgular sunulmaktadir. Son béliimde bulgular
kavramsal model 1s181nda tartisilmis, evrimsel mekanizmalarin damgalama basarisini
veya basarisizligini nasil agikladigi ve modeli gelistirmek i¢in yeni arastirma
firsatlarinin neler olabilecegi tartisilmigtir.
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Onerilen kavramsal model, MLIT'i birgok yénden genisleterek evrimsel ekonomik
cografya yazinina katki saglamayir amaglamaktadir. Bunlar, ilk olarak, kaynaklara
erisim ve mesrulastirma giicleri iizerinde kalitsal faktorlerin etkisini arastirmak,
ikincisi, evrimsel mekanizmalar yoluyla "damgalama penceresinin" nasil galistigini
tanimlamak, liglinciisi, tutulum siirecinin nasil ¢alistigini ve bu siireg i¢erisinde ikinci
el damgalamanin roliinii agiklamak, dordiinciisii, “kurucu etkisi” yaratan Oncii
firmalarin roliinii aragtirmak ve son olarak, damgalama siirecinde bir kisitlayici faktor
olarak kurumsal diizenin roliinii netlestirmektir.

Bu ¢alisma, is kiimesini zaman boyutunu dikkate alarak kesfetmek i¢in uygun bir
yontem olan tarihsel vaka caligmasi yontemini uygulamaktadir. Bu c¢alisma igin
planlanan arastirma ortami, geleneksel, bolgesel olarak kiimelenmis ve ¢irakliga dayali
bir endiistri olan ayakkab1 kiimeleridir. Arastirma sorularini hazirlamadan 6énce hem
bir 6n saha arastirmasi diizenlenmis hem de sektdrde deneyimli profesyonellerle
tartigmalar yapilmigtir. Bu da aym1 zamanda Konya ve lzmir arastirma sahalar
hakkinda daha fazla bilgi sahibi olunmasini saglamistir. Goriisme sorulart 6n saha
arastirmasi sonrasinda belirlenmis ve kavramsal modele ve yapisina uygun olarak
derlenmistir. Ikinci asamada, acik uclu goriismelerle toplanan veriler, sektorel
raporlar, dergiler, akademik makaleler ve arastirmalar, arsiv kayitlari, fotograf
arsivleri, dogrudan gozlem ve fiziksel eserler gibi diger ikincil veri kaynaklar ile
beraber degerlendirilmistir.

Toplanan veriler dort asamada analiz edilerek derlenmistir. Ik asamada Tiirkiye'de
ayakkabi iretiminin arka plani, giincel durum, tarihsel gercekler ve rakamlarla
sunulmustur. Ikinci asamada, biiyiik ekonomik, teknolojik ve kurumsal degisikliklerle
ilgili hassas donemler aktarilmistir. Ugiincii asamada, analiz edilecek konular
gerekgelendirilmis ve son asamada, damgalama siireci ve siirecin etkin mekanizmalari
incelenmis; uzmanlagsma, is bolimii ve is birligi lizerine olas1 damgalama girisimleri
analiz edilerek, bulgular kavramsal yaklasima gore yorumlanmustir.

Uzmanlagmaya yonelik bulgular, lzmir ayakkabi kiimesinin kadin ayakkabisinda
uzmanlagsmasinin, ayakkabi tiiketim aliskanliklarindaki degisim ve kadinlarin sosyal
hayattaki rolii ile baglantili oldugunu gostermistir. Ote yandan, bu konudaki
damgalama penceresinin otomatik olarak damgaya doniismedigi, iireticilerin yerel
talep ve gegmisten gelen birikimleri ile bu firsat1 yakaladiklar1 goriilmiistiir. Usta-¢irak
iliskisi ve yeni sirket kurulumu, tutulum siirecini giiglendirmis, kritik esigi asacak
sekilde damganin yayilmasini saglamistir.

Is boliimiine yénelik bulgular ise daha derin analiz gerektiren ii¢ vakaya isaret etmistir.
Oncelikle, sayacilar ile ilgili vakada, ekonomik kosullardaki degisime ragmen
geleneksel iiretim doneminden bu yana kiiciik saya atdlyelerinin devam ettigi
gOriilmiistir.
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Bu kiigiik atolyelerin devamliligi ve bu modeli degistirme girisimlerinin basarisiz
kalmasinin, kayit dis1 ¢alismanin yaninda diizensiz ¢alisma saatleri, mevsimsellik, az
gelismis yonetim kapasiteleri ile karakterize olan geleneksellestirme giigleri nedeniyle
oldugu anlasilmistir. Bu bulgular, damgalama siirecinde hem ¢evresel uygunlugun
hem de grup i¢i uygunlugun 6nemine isaret etmektedir. Stimerbank olay1 ise Wright’c1
bir siirliklenmenin bir Ornegi olarak ©One ¢ikmaktadir. Devlet onciliigiindeki
sanayilesme doneminde, Tiirkiye Cumhuriyeti, Stimerbank't kurmus ve déonemin dikey
iretim devi Beykoz'daki ayakkabi fabrikasi dahil tiim devlet {iretim tesislerini
Stimerbank altinda birlestirmistir. Lakin, hiikiimet tarafindan yaratilan bu elverisli
secilim ortamu, seri tiretim tesislerine doniismemis ve sektorde basarili bir iz (damga)
birakmamistir. Siimerbank da 1990'larin sonunda kapanmistir. Dikey tretim
modelinin yayilmasmi engelleyen bariyerler, iireticilerin sermaye birikiminden
yoksun olmasinin yaninda, kesigen nis igerisinde paralel bir ¢evresel uyumun varligi
ve emme kapasitesindeki diisiikliik ile bilginin yayilamamas: olarak bulunmustur.
Dahasi, devlet Onciiliigiindeki kalkinma mantiiyla karakterize edilen bu hassas
dénem, yirmi yildan daha kisa bir siire sonra kapanmis, bu nedenle, tutulum
mekanizmasi islevini gorememis ve damgalama girisiminin basarisiz oldugu
goriilmiistiir. Aksine, Siimerbank girisimi ile benzer donemde kurulan Timisoara
ayakkabi kiimesi treticilerindeki sosyalist damgalama, firmalar 6zellestirildikten
sonra bile basaril1 bir sekilde devam etmis, bu da tutulum mekanizmasinin énemini ve
damgalamanin saglamligi ve kalicilig1 igin kritik esigin 6nemini gostermistir.

Son olarak, Konya'daki is birligi ¢abalar1 tartismalarinda daha ¢ok atifta bulunulan
Osmanli loncalar1 ve onlarin Ahilik kokenlerine iliskin bulgular, modern is birligi
kurumlarmin atalarinin sahip oldugu hem islevlerin hem de degerlerin biiyiik 6l¢iide
ortadan kalktigin1 gostermistir. Bu anlamda ii¢ hassas donem; sirasiyla, kurulus
donemi, sanayilesme donemi, serbestlesme ile makinelesme donemi incelenmistir.
Kanitlar, rekabetin, bireysel davranislarin yogunlastigt ve bireysel uyumun
liberallesme ve makinelesme déneminden sonra grup uyumundan daha 6nemli hale
geldigi goriisiinii desteklemektedir. Kavramsal model de liberallesmenin, sosyal
normlara iligkin Seyri degistirdigini ve bunun bir damgalamaya yol agabilecegi
hususunu desteklemektedir.

Bu bulgular, is kiimelerinin dogasinin, segilimci goriisiin ve evrimsel mekanizmalarin
onemini vurgulayarak damgalama teorisine katkida bulunmaktadir. Damgalama
stirecinde rol oynayan birikimli kalitsal faktorler ve damgalama penceresi hem
kavramsal hem de gorgiil olarak agiklanmigtir. Hassas donemlerin otomatik olarak bir
kiimenin evrimine yol agmadigi, hassas donem boyunca ¢esitlenme-segilim-tutulum
stirecinin yaninda, grup i¢i uyum bariyerini agsmanin ve kritik kiitleye ulasmanin
basarili bir damgalamanin 6n kosulu oldugu gosterilmistir.
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1. INTRODUCTION

How do business clusters evolve? Over the past three decades, key theoretical
developments have pushed the analysis of regional economic change and evolution to
the center stage in the field of economic geography (Martin and Sunley, 2015).
Particularly, economic geographers have moved away from the static interpretation of
locational economic analysis and discovered insights from more dynamic forms
outside the mainstream economics (Martin and Sunley, 2001, 2017; Bathelt and
Gliickler, 2003).

Since Alfred Marshall (1890) economic geographers explore how space and location
play in economic development, and how the economic landscape changes over time.
The most popular theories of agglomerations are based on increasing returns on scale.
Krugman (1991a) explain the formation of a large variety of economic agglomeration
in geographical space through the presence of a range of scale economies not only
internal but also external to the firm. These economies either arising from such external
factors as knowledge spillovers and the utilization of specialized skill market and
machinery or internal factors as increased subdivision of labor, increased
specialization of the managerial function, increased creativeness in the organizational
and mechanical aspects of production and it is expected that firms in agglomerated
areas operate at the minimum point of an average cost curve (Hart, 1996). Despite the
incentive to locate close to each other as a consequence of lowering costs, empirical
literature shows some opposite results. In the analysis of factors affecting evolution
of the geographic structure of the Television Receiver and Automobile Industries,
Klepper (2003) showed that television receiver industry which was initially
concentrated regionally became more scattered over time and contrarily the
automobile industry was dispersed initially but became heavily concentrated around
one city Detroit. These examples show that initial conditions matter on economic

agglomeration.

Since the early- to mid-1990s well known economist Paul Krugman and his followers

formalized elegant economic growth models and labelled them as ‘New Economic
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Geography’, which explains the location choices of firms through dynamics and
competitiveness of the economy. At the same time, as an influential business
economist, Michael Porter, manifested his well-known ‘diamond model’ to capture the
impact of spatial facets on the productivity of firms in order to explain the competitive
dynamics of the economy. Since their interest has been on the process of spatial
agglomeration of economic activities as a source of increasing returns, they both
neglect the importance of history in the economic landscape. On the contrary, the
geographic distribution of resources and potentials for development are shaped by
historical factors (Capello, 2011), concentrating the research attention on the
mechanisms by which geographical landscape evolves over time.

Moreover, neither local development theories like ‘The growth pole theory’ (Perroux,
1955); ‘Milieux innovateurs’ (Camagni, 1991; Maillat et al., 1993), Learning region
(Lundvall, 1992) nor growth theories like ‘New economic geography’ (Krugman,
1991), ‘Endogenous growth model’ (Lucas, 1988; Romer, 1986) suffice to represent
complex evolutionary dynamics of regional clusters. Until last decades scholars did
not show much attention to the evolution of regions through time and numerous studies

have been criticized as being ahistorical in character (Usdiken and Kieser, 2004).

Since then, the field of evolutionary studies has been developing and establishing its
basic principles. ‘Evolutionary turn’ is both promising a new way of thinking about
uneven geographical development and presenting an opportunity for linking different
concepts and theoretical approaches from different school of thoughts. As a
consequence of ‘evolutionary turn’, evolutionary approaches in economic geography
have gathered increasing support and evolutionary concepts such as path-dependence,
imprinting, variety/selection and complexity theory have become increasingly popular
among economic geographers (Boschma and Van der Knaap, 1997; Rigby and
Essletzbichler, 1997, 2006; Storper, 1997; Amin, 1999; Essletzbichler and Righby,
2005a, 2005b; Martin and Sunley, 2006; Boschma and Frenken, 2006; Marquis and
Tilcsik, 2013).

Evolutionary economic geography not only complements neoclassical and
institutional works of analysis in the economic geography but also explains the spatial
evolution of firms, industries and regions through a variety of approaches (Boschma
and Frenken, 2006). Boschma and Martin (2010) identify Generalized Darwinism,
complexity theory and path dependence as main approaches of the EEG. Most of the
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EEG literature use ideas and concepts taken from biology, physics, ecology and other
such fields of enquiry. Although, path dependency is the most referred concept in the
evolutionary economic geography field, it does not incorporate an equilibrium
framework. For path dependency geographical economic landscape is an open system,
which evolves in paths rather than moving towards an equilibrium state. Even though
the initial events triggering the path formation is mostly characterized as “small”
(Arthur, 1994), triggering events are not likely to be not so random, or “small” (Pinch
& Henry, 1999; Bathelt and Boggs, 2003). Furthermore, even in path dependence, the
very point of early path developments is acknowledged as contingent in character
(Sydow et al., 2009). On the other hand, the use of the nurturing view to understand
this early period is very fruitful. In his work titled “Social Structure and Organizations”
Stinchcombe (1965) explained external environmental forces in shaping firms’ initial

structures and the persistence of these patterns over time.

In the existing work in EEG while some studies highlight the endogenous factors of
evolution (i.e. building organizational routines, endogenous creation of novelty)
(Nelson and Winter, 1982), some claim that novelty can only be triggered by
exogenous environmental shocks (Foster, 2000). Controversially, Vromen (2001)
claims that evolutionary theory does not preclude the endogenous creation of novelty.
There is a need of theoretical approach that can bring these two strains of view together
to understand the interaction between individual firms and their ‘environment’ within
which they evolve. For example, what evolutionary processes enable environment to
shape emergent properties of organizational collectives and what mechanism allow

these properties to persist and how they dissolve?

In this context, there is a great considerable scope and potential for combining
elements of multi-level imprinting theory and general Darwinism to model how
hereditary factors and environmental influencers interact to render regional evolution
patterns. This might be the reason why in spite of the surge in the number of studies in
economic geography, which take an evolutionary perspective, researchers are still far
from formulating a coherent and holistic view of the phenomenon (Essletzbichler and
Rigby, 2007).



1.1 Aim and the Scope of Thesis

This study aims to contribute to the debate on the evolution of regional clusters by
advancing ecological frameworks, which build over analogies between evolutionary
biology and evolutionary economics. In this vein, the study not only extends the main
debates offered by multi-level imprinting theory (MLIT) to model how regional
clusters emerge, establish and perish based on environmental changes occurred in
historical time (Marquis and Tilcsik, 2013), but also contributes to the drawing of an
evolutionary model of economic dynamics. The convergence of MLIT and other
evolutionary concepts, which are clearly defined in evolutionary biology, may
significantly enhance our theoretical lenses to address the extant gaps in existing

theoretical arguments.

Much of the distinctiveness of the approach derives not just from giving primary
emphasis to the ‘historical unfolding’ of the economic landscape, but also from the
deliberate exploration and use of explicitly evolutionary concepts, analogies and
metaphors inspired by evolutionary ideas, developed in biology, physics, ecology and

related fields of enquiry.

Accordingly, the study focuses on clarifying mechanisms that mediate the success of
imprinting process, thereby opening up the black box of how clusters of firms become
receptive or immune to certain variations in their environments. In the vicinity of the
nature versus nurture debate, the study reveals how heredity factors (nature)
incorporate with environmental influencers (nurture) and introduces the main concepts
and mechanisms of General Darwinism (GD) to lay out the foundation of the basic

evolutionary engine: variation, selection and retention processes.

The study, in so doing, presents MLIT and its proposed stamping mechanisms to
introduce the dynamics of discontinuous change processes built over sensitive periods.
The extensions to the MLIT, mainly, explains how the logic of MILT incorporates
with evolutionary mechanisms to stamp clusters of firms and retention mechanisms,
which enable perpetuation of the imprints. To substantiate its theoretical arguments,
the study also references other case studies (Pinch and Henry, 1999; Bathelt and
Boggs, 2003; Lounsbury, 2007) to help readers digest how environmental triggers
affect or fail to affect clusters, and how changes in each cluster are reproduced or

dropped.



The study continues with historical case study of two shoe clusters in Turkey. As one
of the most traditional industries of Turkey, the footwear industry, represents a
historical co-localized formation and possess knowledge through apprenticeship and
learning from master. Moreover, literature on regional studies provides highly cited
empirical researches on footwear clusters, therefore the research setting planned for
this study was selected as footwear clusters. Clusters located in Izmir and Konya are
selected for the case study. These two clusters are specialized in different ways, have
different histories of formation, represent different capital-space dialectics and provide

different insights on evolutionary mechanisms.

1.2 Methodology and Flow of the Thesis

In the study our main concern is not to reach an independent and generalized outcome
through statistical analysis but reach a deep understanding of the phenomena on few
cases, therefore a qualitative inquiry approach is followed. In order to make
comparisons between cases to demonstrate the trajectory of the cluster and the
causality between changes in economic and social landscape over time, historical-
comparative analysis is used. To understand the spatial behavior of clusters through
the lenses of the conceptual model, multiple sources, mostly secondary, but also,
primary ones are collected and analyzed. Along with the documents published by
governmental bodies, cluster associations, archival records, previous literature on shoe
production and footwear clusters, on-site interviews are conducted in both regions,

through incorporating multiple data sources, validity of the study is increased.

The paper is organized as follows. The following section provides the literature review
on location, regional growth and development theories, presents cluster definition,
dimensions, externalities related to being a cluster and highlights the importance of the
historical analysis on clusters. In the third section, the concept of ‘Evolutionary turn’
is introduced, contribution of the evolutionary concepts within the evolutionary
economic geography (EEG) is unveiled and research opportunities related to the
imprinting theory are summarized. Fourth section begins with discussing the link
between environmental influencers and the evolutionary process, after that, a
conceptual model explaining evolutionary mechanisms is described. In the following
subsections, three cases from the empirical literature are revisited and evidence from

the cases is used to identify evolutionary mechanisms. Results of the secondary



analysis are discussed, and conclusion is presented for applicability of the conceptual
model at the end of the section. In the fifth section research design is defined, selection
of the research type and research sites are justified, data collection and analysis steps
are explained. In sixth section findings are presented in three subsections, starting with
describing the shoe production in Turkey, continuing with the analysis of historical
influencers, then making preliminary assessment of cases and lastly deeper analysis of

possible imprints on Izmir and Konya.

The study concludes by discussing the contributions made to the evolutionary
economic geography approach to clusters through its dialogue with evolutionary
theories developed in biology with reference to the MLIT framework.



2. LITERATURE REVIEW

2.1 Location, Regional Growth and Local Development Theories

“How do regions develop, prosper, decline or change?” “Why do some regions grow
more rapidly than others?” “Why are differences in directions of specialization, levels
of social welfare between regions occur and why are these persistent?”” Many scholars
have been trying to find answers to these questions for more than fifty years. These
issues not only attracted attention of economists or geographers, but also many
researchers from other social science disciplines like sociologists, business historians,
political scientist etc. These questions are fundamental to the regional economic
activity and received a great interest from scholars in the field due to the recognition
that national economic growth is fundamentally spatial in nature, shortly “space
matters” (Dawkins, 2003).

As economic activity arises, grows and develops in space, space influences the way an
economic system works. It could be either a source of economic advantage or
disadvantage, space enhance or diminish returns on production factors by determining
accessibility of markets, information, endowment of raw materials or generates
economies that reduce transaction costs. In this sense the problem of factor allocation
appears to be a complex phenomenon and requires a dynamic approach rather than a
static and purely allocative approach which is capable of linking allocative decisions

to processes of development (Capello, 2011).

Regional economics as a branch of economics, embodies the dimension ‘space’ into
analysis of the workings of the market by including space in logical schemes, laws and
models which regulate the formation of prices, demand, productive capacity, levels of
output and development, growth rates, and the distribution of factor conditions etc.

and emerged from several different intellectual traditions (Capello, 2011).

According to Capello (2011) there are two large groups of theories, which make up
regional economics: (1) Location theories, the oldest branch which was first developed

in the early 20th century and involves the investigation of location choices of firms
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and households and spatial distribution of activities; (2) Regional growth (and
development) theories, which focuses on spatial aspects of economic growth and deals
with territorial micro-foundations of macroeconomics. However, Capello (2011)
identifies two major branches of regional economics, she recognizes cross-
fertilizations between branches and divides theories of regional economics in four

groups, presented in the table 2.1, considering different conceptual approaches used

for space and growth / development

Table 2.1 : Theories of regional economics (Capello, 2011).

Location theories

Regional growth
theories

Local development
theories

Local growth
theories

Conception of
space

Conception of
growth /
development

Aim of the theories

Major theories and
main authors

Physical-metric

N/A

Identification of
demand and
production areas

Industrial location
choice theories
(Weber, 1929;

Hoover, 1933; Losch,

1954)

Industrial and
residential location
choice theories (von
Thiinen, 1826;
Alonso, 1960; Fujita,
1989)

Urban hierarchy
(Christaller, 1933;
Losch, 1954)

Uniform- abstract

Growth as increased
employment
and wellbeing

Identification of
regional growth
determinants

Keynesian regional
growth theories
(North, 1955)
Neoclassical regional
growth theories
(Borts and Stein,
1960)

Diversified-
relational

Development as
increased territorial
competitiveness

Identification of
local development
determinants

Exogenous theories
The growth pole
theory (Perroux,
1955);

the role of
multinationals
(Lipietz, 1980;
Blomstrom and
Kokko, 1988)
innovation diffusion
(Hégerstrand, 1952)
Endogenous theories
Industrial district
theories (Becattini,
1979) Milieux
innovateurs
(Camagni, 1991;
Maillat et al., 1993)
Learning region
(Lundvall, 1992)

Diversified-stylized

Growth as increased
territorial
competitiveness

Identification of
local growth
determinants

Cumulative
causation model
(Myrdal, 1955 and
Kaldor, 1970)
New economic
geography
(Krugman, 1991)
Endogenous growth
model

(Lucas, 1988;
Romer, 1986)

2.1.1 Location theories

One of the oldest disciplines trying to explain the concept of space in spatial economics
is accepted as the theory of location. Location theory; having great attention since 19th
century constituted the foundations of the economic geography. The theory explains
firms' location decision process and distribution of economic activities in general
perspective. It deals mainly with distance and space. Location theory addresses the

questions of what economic activities are located where and why. The theory began
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with studying spatial aspects of economy with reference to market, production and
distance where the transport costs representing the role of the distance affect both the
market prices and the location of the production units (Blaug, 1985). In these models
all geographical features that might be related to the territorial concentration of
activities are removed, space is deemed to be perfectly homogenous infrastructural
endowment. These models explain existence of agglomerations just by calculation of
transportation costs and agglomeration economies. The models differ according to
their assumptions on demand and supply, for example if final and raw materials
markets are points on the space then choice of location is calculated transportation cost
minimization (minimum-cost location), main reference for these models are Alfred
Weber and Melvin Greenhut. If the demand is assumed evenly distributed across the
territory then location problem is turned to be a profit maximization whereby each
producer controls its own market area (profit-maximizing location); the main reference
for market area models are August Losch and Harold Hotelling (Hotelling, 1929;
Losch, 1954).

Von Thiinen was a Prussian landowner and he studied the agricultural landscape to
understand relationships between markets, production, and distance. In his analysis,
Von Thiinen aimed to explain the structure of agricultural activities around many cities
in Germany before industrialization in the early 19th century where railroad was not
developed. He suggested that the relative costs of transporting different agricultural
commodities to the central market determined the land use around a city. He
envisioned a single market surrounded by farmland, situated on homogenous space so
called isolated town. Von Thiinen tried to explain the characteristics of agricultural
land use around a central town, taking into account geographical distance,
transportation costs and land prices. His model has some basic assumptions which
reflects conditions around a city of its time. His model suggests that accessibility to
the market (town) can create a complete system of agricultural land use. In the 1960s
studies of Walter Isard, Martin Beckmann and Lowdon Wingo staged the ground for
Alonso’s formulation of von Thiinen’s historical model applied to an urban context
(Isard, 1956, Beckmann, 1969; Wingo, 1961). Alonso’s (1964) model focuses on size
and density of cities and identification of the particular pattern of land costs at differing
distances from the city that guarantees achievement of a location equilibrium rather

than decisions by individual firms or households (Capello, 2011). By their work, the



model of the monocentric city soon became a free-standing school of thought and
labelled as ‘new urban economics’ and location problem replaced by size and density

calculations.

However, these models resolve the competition among activities on the basis of a strict
economic principle of rents and assume a single city center by which rents are
calculated. Moreover, they are unable to explain the location choices of economic
activities among alternative urban centers and why there are cities of different sizes
and performing different functions. The diversity of city sizes are explained under the
“central place theory” founded by geographer Walter Christaller and the economist
August Losch. These studies were the first attempts to formulate models in order to
explain the urban hierarchy not only by the size and frequency of urban centers but

also geographical distribution of all the urban centers (Capello, 2011).

2.1.2 Regional growth theories

Regional growth studies have been dominated by two major and contrasting group of
theories: ‘neoclassical regional growth theory’ and ‘Keynesian regional growth
theories’. Both theories conceptualize growth as a region’s output or per capita income.
The previous conceptualization enables building mathematical models, but requires
some assumptions of uniform-abstract spaces where factor endowments and demand
conditions are uniform and can be expressed with vectors (Capello, 2011). According
to the neoclassical approach, market forces will lead to a pattern general convergence
towards a unique level of per-capita incomes across space and time, thus models
predict that disparities in per-capita incomes across regions are unlikely to occur. On
the contrary, ‘Keynesian approach’ suggests that regional disparities in per-capita
incomes are permanent and self-perpetuating and most likely outcomes of the models

show a divergence in per-capita.

Keynesian models accept demand as external to the space and the engine of growth,
as regions are small geographical areas, in most cases those goods that are produced
frequently exceed local demand and are sold to other regions or international markets
(i.e. automobile clusters, furniture clusters etc.). Therefore, the growth of a region
depends on the extent to which its productive structure specializes in goods demanded

by consumers where it can reach. This approach lacks a long period view, because it
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assumes the competitiveness of only current production system which is sustainable

only in the short period (Capello, 2011).

On the other hand, neoclassical group of theories focus on factor components to
explain long-period regional dynamics. These theories do not only view exports as the
engine of growth but also elaborate it by determining the factors responsible for the
greater export capacity, and therefore the competitiveness, of a regional economic
system. Moreover, the neoclassical theories on interregional trade apply the
comparative advantage to determine the specialization of the region. These models
suggest that products that has a cost advantage (is gained through different levels of
productivities of the factors) among other products are exported by the region and

determines the specialization.

2.1.3 Local development theories

Conception of space is different in local development theories. These theories identify
space as diversified rather than homogenous and uniform, as assumed by growth
theories. This approach enables to envisage a complex view of the region with a
structure covering not only economic activities but also social relations and different
sets of resources. These polarities, in turn, enable a cumulative process of territorial

agglomeration and a development cycle (Capello, 2011).

Theories of local development focus on factor endowments and try to determine the
factors which decrease the production costs. There are two group of factors: exogenous
to local context which is transferred from outside of the local context (i.e. local
presence of a multinational company, global pipelines etc.) and endogenous to local
context which is drawn on local sources of development (i.e. local entrepreneurial
ability, local resources for production such as labor and capital, collective decision-
making capacity etc.). These factors, whether they are being assumed as exogenous or
endogenous, explain regional organization of entities and strengthen local knowledge
processes and learning, networks of economic and social relations which support more
efficient and less costly transactions and foster proximity among economic actors
(Capello, 2011).

The group of theories, which view development as endogenous in origin, define the
success of the local economy through local factors, which enable regions to sustainably

produce goods with a competitive advantage and maintain that over time by
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innovating, and to attract new resources from outside (Capello, 2011). This group also
has two distinct sub groups: neo-Marshallian notion and Neo-Schumpeterian notion.
Neo-Marshallian inquiry views regional development as a consequence of externalities
within the region enhancing efficiency of firms. The first systematic theory of neo-
Marshallian notion was developed by Giacomo Becattini with his seminal study on the
‘Marshallian industrial district’ published in the mid-1970s. In this study Becattini not
only conceptualizes external economies of agglomeration as sources of regional
competitiveness, but also defines socio-cultural system as the driver of self-reinforcing

mechanisms of development.

2.1.4 Local growth theories

During the 1980s, as a result of analytical inquiries in the qualitative behavior of non-
linear dynamic systems (bifurcation, catastrophe, and chaos theory) and conditions of
imperfect competition (i.e Avinash Dixit and Joseph Stiglitz’s formalized model),
increasing returns became the key component in determining the regional growth. The
main theories of regional growth are referred as “new economic geography’ of Paul
Krugman (Krugman, 1991; Krugman and Venables, 1996) and ‘endogenous growth
theories’ (Romer 1986, 1987, 1990; Lucas, 1988; Barro, 1990; Rebelo, 1991). One of
the most important features of these more formalized theories is that while they utilize
traditional tools of economic theory, they introduce agglomeration economies, in the

form of increasing returns, as determinants of regional growth.

Romer (1994) suggests that technology is product of intentional and deliberate
activities of economic agents. Endogenous growth models present a traditional
neoclassical production function in which production of knowledge is embodied in
broad capital, and in this way, long term efficiency depends on decisions of firms

rather than exogenous improvements in technology.

According to Arrow’s (1962) vintage model of capital, technological improvements
are sequential periods and with each new period, new vintages are created via
improved knowledge, thus technological progress is endogenized as ‘learning by
doing’ and by knowledge spillovers. By this way technological progress becomes not
only an outcome of the growth process but also diffuses through reinforcing activities.
Additionally, Romer (1986) interprets these activities as investments in capital stock

and treat them as endogenous factors in the growth process. Knowledge can be
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transferred from old to new industries, for example, via spin-offs or mobility of
qualified labor.

Moreover, these models also include uncertainty and multiple equilibriums. Models
reach multiple equilibria associated with not only diverse initial conditions, but also
with diverse values of the parameters of the structural relations of development,
therefore different trajectories (convergent or divergent, explosive or implosive, stable
or unstable) through both positive cumulativeness (agglomeration economies) and as

well negative feedbacks become possible (Capello, 2011).

Krugman (1991a) argues that growth is endogenously determined due to the presence
of a range of scale economies, internal and external to the firm. It is also demonstrated
that in an economy with a backward and an advanced sector, characterized by
substantial scale economies, two possible equilibria exist depending on the output
concentration in each sector. Marshall (1890)’s forces of industrial agglomeration as
vertical (input — output) linkages driving specialization and labor market pooling are
reinterpreted by Krugman (1991) based on Dixit_Stiglitz (1977) modelling framework
in which he focused on increasing returns, pecuniary externalities and transport costs.
Krugman’s model explain specialization and exhibits a general equilibrium depending
on initial point of departure (McCann, 2005). This analysis suggest that regional
economic activity depends on initial conditions which are results of historical
accidents. For example, a region with a differentiated production structure with
matching new demands of the market at point of time will be attractive for the new
industry and therefore may reinforce its position.

Martin and Sunley (1998) describe this process as “Temporary conditions, and shocks,
as well as historical ‘accidents’, may have permanent effects as patterns of
specialization, of economic success or economic backwardness, become ‘locked in’

through external and self-reinforcing effects” (p. 211).

There are several studies in external economies indicating more than one long-run
equilibria. Krugman (1991) discusses multiple equilibriums and their originating
sources. Multiple equilibrium approach puts ‘history matters’ proposition front in
economic analysis. When there are multiple equilibriums with equal factor returns are
possible, then the outcome depends on initial conditions (tastes, technology, factor

endowments etc.) (Krugman, 1991).
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Not only economical but also institutional literature realize the plurality of
equilibriums. Paleo-biologists Gould and Eldredge’s (1972) landmark work on
punctuated equilibrium (or ‘homeostatic equilibria as they call it) shows that the
evolution occurs in rapid steps in a short period rather than a slow transformation. In
this periodical evolution process major external shocks forces system changes in a
quick and dramatic way. From institutional perspective institutional change means
going from one state of common parameter values (like salient patters of social
interactions, shared beliefs) associated with a particular equilibrium to another
equilibrium (Aoki, 2000).

2.1.5 Direction for new studies

New growth theories provide a valuable foundation for including space as a factor of
economic model. On the other hand, the new economic geography still lacks
appropriate microeconomic dynamics, which explain growth with space related
endogenous factors that reflect the business environment. A synthesis representing
cross-fertilization among regional theories can enhance our understanding towards
regional success or failures, therefore, a convincing ‘model’ which explains the micro-
territorial behaviors and intangible elements of the development process is needed
(Capello, 2011).

A move to build this synthetic model needs to link endogenous factors, effects of
cumulative spatial development patterns, self-reinforcing processes and collective
behaviors associated with multiple equilibrium. The inevitable consequence of such
an approach is to work on persistent local conditions which determine the
competitiveness of a local production system over time and fuse theories of evolution

in the field of regional science to build an exploratory conceptual model.

2.2 Clusters

2.2.1 Definition of cluster

There is a growing popularity of the cluster concept and intensifying efforts to forge a
common definition of cluster to have a better understanding of the phenomena and
drive a practical use out of it. While the field develops and re-structures itself, many
definitions of clusters and similar concepts have emerged in the literature. Researchers

and practitioners may utilize different definitions and elements of clusters depending
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on their preferences and subject of research. Clustering is widely believed to be an
important factor for economic development. For this reason, however, definitions are
mostly context-based, and they are driven by the author’s purpose, which are mainly
from an economic point of view. The economic point of view of the clusters aims to
better understand the drivers of competitiveness and growth. However, other
definitions may be useful for providing a legal framework for funding or a reference
model for statistical measurement. For example (Swan and Prezer, 1996) use a more
location based definition as “Clusters are here defined as groups of firms within one
industry based in one geographical area” to easily analyze the data in their study of
computing and biotechnology. Some authors prefer to treat the concept of cluster and
other related phenomena like agglomeration as similar from an economic point of

view. Most popular definition of the concept is made by Michael Porter (1998):

Clusters are a geographically proximate group of interconnected companies
and associated institutions in a particular field linked by commonalities and
complementarities. Clusters encompass an array of linked industries and other
entities important to competition . . . including governmental and other
institutions — such as universities, standard setting agencies, think tanks,
vocational training providers and trade associations (p. 4).

OECD (2002) defines clusters as “clusters are networks of production of strongly
interdependent firms, knowledge producing agents (universities, research institutes,
engineering companies) bringing institutions (brokers, consultants) and customers,
linked to each other in a value adding production chain. Comparing Porter’s definition
with the OECD, it becomes clearer that his definition recognizes the operating space
within localized geographical areas but does not stress the spatial proximity. It rather
emphasizes frequently localized, but open nature of clusters and interaction with larger
systems at the regional, national and international level. In this study, we will stick to
the OECD’s (2002) definition of clusters, since our empirical focus will be on shoe

production clusters in different regions of Turkey.

2.2.2 Dimensions of cluster

Clusters are idiosyncratic in nature, and as mentioned above, scholars have not yet
created a consensus over a single definition about them. Although, there are different

factors that determine the growth and operation of clusters, the concept of cluster
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generally comprises of four important dimensions: Geographical concentration,
Specialization, Multiple actors and Competition with co-operation.

Firstly, geographical concentration has been the core of the concept since its
emergence. Even though there is a growing body of literature against the importance
of physical aspects of the phenomena, unique local assets, facilitation of labor, capital,
or technology sources, opportunities for lowering transaction costs, are points that

explain why geographical proximity remains at the core of the cluster concept.

Secondly, a cluster where participating actors are linked together via a core activity
which provides direction towards emphasis on similar markets or processes is
traditionally treated as a specialized entity. Individuals are also part of the
specialization of cluster. Individuals with similar backgrounds and shared experiences
with formal (professional) and informal bonds takes part in formal and informal
exchanges, in some ways they mimic each other, and in turn, contribute to the
specialization of clusters. Continuous multidimensional interactions and routine
business activities potentially reinforce the processes of mutual learning,
experimentation, and innovation. Since a cluster may not be limited to a given product
or industry category, effective clusters are likely to possess a strong element of
complementary specialization between actors who focus on core business coupled
with formal and informal linkages, and capture synergies in learning processes with

the interaction of multiple actors of the cluster (Audretch, 1995; Dunning, 2000).

Thirdly, clusters are functional organizations that serve a range of different services
by specific group of actors, such as the provision of infrastructure, specific business
support services, training etc. Cluster organizations facilitate or provide access to these
services or infrastructure. According to Solvell (2008) there are six main actors of

cluster exits:

1) Upstream and downstream firms: These are the firms on the value chain,
competitors, suppliers of goods (e.g. machinery and input components) and

services (e.g. consulting, legal and business services), buyers
2) Financial institutions: Banks, venture capital or private equity firms etc.
3) Public actors: National ministries, regional units of national bodies, involved

4) Academic actors: Universities, research institutes, technology offices
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5) Private and public-private organizations: NGOs, chambers of commerce,

formal networks, cluster organizations etc.
6) Media: Actors creating “stories” around the cluster and building a regional brand.

Lastly, clusters facilitate both intense competition and close cooperation. In a cluster
competition and cooperation take place at the same time, the former mostly present in
horizontal dimension where the latter is located generally in the horizontal one. The
logic behind competition is about rational self-interests which detains individuals not
to participate in a collective action and individuals compete against each other to
maximize their own self-interests (Bengtsson and Kock, 2000). On the other hand,
cooperation is a much more complex action which is determined by social structure,
creating a win—win relationship, that surrounds individuals (Axelrod, 1984). In
cooperative relationship, maximization of total value created is the ultimate goal rather
than value maximization of each individual. Actors involved in cooperative
relationships all contribute to the total value created and are satisfied with a smaller
share of the profit to maintain the relationship (Bengtsson and Kock, 2000). Clusters
possess complex relationships and represent a combination of competition and
cooperation. Nalebuff and Brandenburger (1996) even showed that cooperation and
competition can be existed in the same relationship, and they also use the concept

“coopetition” to describe such a relationship.

2.2.3 Externalities related to clusters

Agglomeration economies are economies resulting from the concentration of
production at a given location, either on the part of the individual firm or by firms in
general. Agglomeration economies could be seen as deriving from economies which
are internal to the firm, as well as and from externalities (Parr, 2002). Besides,
agglomeration economies could be classified in two folds as deriving from economies
which are internal to the firm, as well as and from externalities (Parr, 2002). These
externalities are beyond the control of the individual firm and typically result from the

presence and/or collective action of other firms.

Agglomeration economies is one of the most studied subjects of urban, regional and
international economics. Agglomeration economies related to location decision

(Wheeler and Mody, 1992) are defined as the effects of individuals and firms, resulting
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in aggregation of economic activities in a specific geographical area, and a reduction
in costs (Nakamura, 1985).

Agglomeration economies reflect benefits that have been achieved by reducing costs
as a result of increased production. In other words, agglomeration economies
constitute the source of productivity gains that underpin long-running competitive
capability in the clusters (Fagan, 2000).

Agglomeration economies differ from traditional trade theories. According to the
Traditional Trade Theory, firms are established in places where production factors are
abundant and holds competitive advantage through products produced with the said
factors. On the contrary agglomeration economies are the result of that (Fagan, 2000),

which causes the industry, or a particular region, to move beyond what it has.

According to Marshall's definition, in figure 2.1, agglomeration economies are based
on monetary and non-monetary externalities. Monetary externalities include non-trade
local inputs (distance sensitive inputs) and local qualification labor supply. The firm's
expertise in input supply or proximity to specialized labor supply can ensure that inputs
are obtained at a lower price. For this reason, the phenomena described are defined as
monetary externality. On the other hand, the third source of positive effects from
agglomerations is information spillovers which has a non-monetary nature. The
presence of information at the time of accumulation brings unalterable gains at any
price. This definition of Marshall has a fairly large set of theoretical points of the
agglomeration economics. This definition provides an explanation for the origin of
agglomeration economies within an individual industry (Karlsson et al., 2006).

Agglomeration economies

v v v
. Local production factors
Nou-traded local glputs including skilled-labor Information Spillover
related to location supply

Figure 2.1 : Agglomeration economies in Marshallian framework.
2.2.4 Porter’s diamond model

Porter (1990) formulated a microeconomic theory of regional, state, and local
competition at the industrial level in the global economy in The Competitive
Advantage of Nations. Clusters are the key of his theory as they are a representation
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of the diamond framework; in fact, "clusters are one facet of the diamond (related and
supporting industries), but they are better seen as with the diamond frame.

He sets that “much of competitive advantage lies outside a given company or even
outside its industry, residing instead in the locations of its business units” (Porter,
1998, p. 198). Moreover, he also suggests that organizations, governments, and
different establishments should take new steps to improve competitiveness.

Porter (1990) builds upon the four fundamental factors that he calls the “"diamond
model” when determining clustering and competition relations, as in figure 2.2. These
factors include local-regional conditions of cluster actors. By developing this
approach, Porter reveals the competitive advantage of countries, regions and sectors.

Competitiveness of clusters depends on the interaction of these factors.

Context for
Firm Strategy
and Rivalry

Demand

Factor (Input)
Conditions

Conditions

Related and
Supporting
Industries

Figure 2.2 : Porter’s diamond model (Porter, 1990).

Factor Conditions: It refers to the high quality and specialized inputs that the country
has (labor force, capital, physical infrastructure, information infrastructure,
institutional infrastructure, science-technology infrastructure, suppliers, intermediate

goods, raw materials, etc.)

Demand Conditions: The nature of main-market is determinant of competitive
advantage (Porter, 1990). Porter asserted that the strength of demand condition should
be seen as the size of the home market and the maturity level buyers. That is, if the
scope of the home market is large, firms will invest to reap economies of scale.
Sophistication in local customer will force firms to meet high standards and to upgrade

to respond to severe challenges

Context for Firm Strategy and Rivalry: This dimension is the formation and

management structure of companies and competition conditions. Porter suggests that
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an advanced economy requires vigorous local rivalry which advocates total costs over
low wages, differentiation over cost leadership, innovation over imitation, high
investment over low investment with not only physical assets but also intangibles (e.qg.,

skills, technology)

Relevant and supporting organizations: Contains the subsidiary industries and
related sectors with international competitiveness. High competitive supplier and
related industries are important for promoting innovation and upgrading technology.
Moreover, intensive relation with related industries provides a faster adaptation to
market changes (Singh et al., 2009).

Government and Chance: The contribution of government and chance events have
been introduced as new determinants of Porter's diamond model. According to Porter,
governments have new roles to play and clusters shall be integral part of their industry
policy. Government should focus on competitive advantage and specialization of
clusters. He added that sometimes a chance event creates some advantageous context
that, in turn, fosters cluster development but he did not discuss when this new context

fosters the new path

2.2.5 Birth, Evolution, and Decline of Clusters

In an example, new industries emerged in regions where other industries supplying
related knowledge and skills necessary to develop a new technology enjoy this know-
how through different channels of information replication and diffusion including
labor mobility (e.g. coach building for car chassis design). In this sense knowledge

spillover from an old industry increased fitness advantage of firms in the new industry.

The emergence of a cluster in a particular location may have different explanations.
Although a group of explanation mostly depend on advantages related to local inputs
or locational production factors another group refers to ‘historical accidents’ related to
ruptures in environmental conditions or pioneering entrepreneurs who created a
locational attraction. There are examples where prior existence of related industries
acted as an incubator for the new industries. Car chassis production, for example, grew
on the coach building industry, golf equipment cluster has roots in southern
California’s aerospace cluster. Clusters may also emerge through ruptures in local
demand. As Porter (1998) gave the example, environmental cluster in Finland emerged
after pollution problems were faced in the country and cluster of irrigation equipment

in Israel arose as a result of weather conditions, which caused aridness and scarcity of
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water. Successful entrepreneurs are also referred as a different type of explanation,
Porter (1998) mentioned Medtronic for its leading role in creating Minneapolis
medical devices cluster and America Online as an incubator for spin-off firms, which

in turn, created the telecommunications cluster in the Washington, D.C.

Growth and prosperity of clusters depends on many factors including specialization,
factor upgrading, competition and cooperation. In this sense Porter (1998)
encapsulates all these factors as arrows or feedback loops of Dimond model. For
example, he isolates how sophisticated the demand, how local institutions perform for
cluster’s mechanics or how related industries react to the opportunity seized by the
cluster as key mechanisms. He emphasized the climate for rivalry, entrepreneurship
and cooperation which are necessary for rapid development. For a prospering cluster
achieving a critical mass is important for efficiency of self-reinforcing mechanism,
when self-reinforcing works information accumulates, specialization increases and
feeds back cluster development, signal opportunity and attract more firms and talents.
Cluster’s development is based on a functioning market and reinforcing mechanism.
Spinoffs from existing companies also contribute to the cluster development through
emergence of new suppliers or creating new bundles of accumulated knowledge and
sparkling new businesses. As clusters scale-up, their influencing power on public and
private institutions are expected to increase and they will be able to force government

policies to facilitate cluster upgrading.

Failure to maintain its competitive edge is possible even for the most successful
clusters. The explanations for cluster decline can be grouped in two folds, first,
endogenous factors, related to the location or cluster and second, exogenous factors
related to changes in environmental conditions. Internal causes are mostly referred as
rigidities or inertia that blocks clusters seize new opportunities or adopt the changing
conditions. Over consolidation created by vested interests or group thinking cause
decline in innovation and dynamism. Moreover, changes in external conditions also
threats cluster success. For example, technological ruptures can make cluster
advantages, skills, expertise absolute unless new skills or technologies matching new
conditions are provided by local institutions. Porter (1998) gives the example of the
shift of golf equipment manufacturing from New England to California. The New
England cluster was based on expertise in old material technologies of steel and wood,

on the contrary the new Californian cluster was a pioneer in new materials; therefore,
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some east coast firms joined the California cluster; others died or declined. Another
environmental condition is related to demand. Changes in buyer needs are also
considerable threat for clusters if clusters cannot adopt. A cluster that fails to reach
critical mass in the new technology or meeting the new need will not be able to sustain
its success (Porter, 1998). Detroit’s attachment to gas-guzzling autos in the 1970s is
an example for collective inertia, cluster firms facing this form of rigidity, make it
harder to recognize changes in the conditions and embrace new ideas and need for

adaptation.

2.2.6 Importance of historical analysis on clusters

One of the major obstacles of economic geography is that embeddedness of regions in
their environmental landscape is often overlooked and clusters are modeled as isolated
entities (Breschi and Malerba, 2001). Porter (1990) has acknowledged the role of
historical events (like wars or natural disasters etc.) in his work on industrial clusters,
but instead of opening the black box of such ruptures and explaining the casual
mechanisms, he generalizes them as chance factors. On the other hand, there has been
accumulating evidence suggesting that the existence and spatial behavior of regions
can be understood through analyzing their dynamics over time (Audretsch and
Feldman 1996; Pouder and St. John 1996; Menzel and Fornahl 2009; Ter Wal and
Boschma 2011) and regions may be understood as products of history (Martin and
Sunley 2006). ‘Evolutionary turn’ is both promising a new way of thinking about
uneven geographical development and presenting an opportunity for linking different
concepts and theoretical approaches from different schools of thoughts. In the next

section historical approach for analyzing the local economic landscape is discussed.
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3. EVOLUTIONARY ANALYSIS IN THE ECONOMIC LANDSCAPE

3.1 Evolution of Regions

Our analysis of regional economic change considers the evolution of a population of
firms that compete with one another within a common environment, perhaps
understood within a single region. Economic change within each region can be
accomplished through an analysis of population dynamics in a uniform selection
environment but for a multi-region setting regional business structure including the
form and depth of institutions, organizational forms and other place-bound resources

becomes important

Considering not only geographical distances but also social and economical ones
between populations, we can expect independent evolution between distant
economies. For an example, in their book Acemoglu and Robinson (2012), illustrated
the irrelevance of geographical and ethnical proxies in regional development through
evolution of a town along the border that separates the USA from Mexico called
Nogales. One part of Nogales belongs to Mexico, while another part belongs to the
USA, in terms of GDP per capita we see a significant difference: the American part is

much richer than the Mexican part, while the geographical circumstances are the same.

When regions are conceived as selection environments, the spatial units that comprise
economic agents (plants, workers, consumers) with their relations (social networks,
input—output linkages, untraded interdependencies), all embedded within micro
business environments (governance systems, business cultures etc.), then it is expected
that the economic performance of regions will vary because of differences in their

characteristics (Essletzbichler and Rigby, 2007).

We should also note that the regions are not static entities, they evolve over time as
population of economic agents and their characteristics shift, moreover these agents
deliberately try to influence the organizational and institutional environment within
which they operate (Essletzbichler and Rigby, 2007). Technological dimension of the

environment is also very important, new technologies may transform the selection
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environment radically. In this way regions themselves might be considered as
emergent properties of the process of competition (Essletzbichler and Rigby, 2007).

Environmental changes like technological progress and social change at the regional
level create and destroy variation and that select certain characteristics (like techniques
or organizational forms) over others. The performance of regions is more than the sole
performance of the economic agents, the business relations with its social and

institutional fabric should be considered in the assessment of the regional performance.

Distant populations of firms will tend to develop different characteristics and possess
distinct histories of development. These histories will shape the selection process
through characteristics of these populations that emerged from forces of competition
and reproduction of routines. In this manner regions could be conceived as evolving
bundles of place-specific characteristics reflecting economic agents with their relations

(social networks, input—output linkages, untraded interdependencies).

Analysis of the history in the economic landscape is important to address the issues
behind not only the differentiation of landscapes but also technological progress,
competitive advantage and economic turns related to them. In this sense, evolutionary

perspective is essential in the analysis of regional development.

In this context, there is thus considerable scope and potential for applying and
extending the ideas and concepts from evolutionary economics to our analysis of
regional development. However, it is not a simple effort of applying concepts, from
other disciplines like biology, translation of them would provide new perspectives on
these issues. Evolutionary economic geography shelters these concepts and
methodologies and try to explain not only “how the economic landscape changes over
historical time but also how geography matters in determining the nature and trajectory

of the evolution of the economic system” (Boschma and Martin, 2010, p. 6).

3.2 Evolutionary Economic Geography (EEG)

The basic concern of evolutionary economic geography is about “the processes by
which the economic landscape — the spatial organization of economic production,
circulation, exchange, distribution and consumption - is transformed from within over
time” (Boschma and Martin, 2010, p. 6).
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Evolutionary economic geography (EEG) enhance our understanding towards
development of clusters. Industries have roots in pre-existing economic and
institutional structures, which orient the behavior of socio-economic actors in the
present by specifying initial conditions of resources and interests (Martin and Sunley,
2006). Factors shaping cluster evolution are pre-existing industrial structures,
technological conditions and institutional settings, which may be changed through

external shocks such as new technologies or market shifts (Belussi and Oliver, 2016).

Modern evolutionary economic theory emerged in the 1970s based on the issues that
is less addressed by the neoclassical economics (Nelson and Winter, 1974, 1982),
includes technological change (Arthur, 1983) , the role of institutions (Freeman, 1988),
economic growth (Nelson, 1995) etc. The fundamental purpose of evolutionary
economics is to understand the influencing mechanisms of firm behavior in a market
environment in which they function (Nelson and Winter, 1982). There are three main
approaches identified by Boschma and Martin (2010) for analyzing evolution:
Generalised Darwinism, complexity theory and path dependence. Most of the
literature use ideas and concepts taken from Generalised Darwinism, especially those
of variety, selection, and retention, on the other hand complexity theory is less
appreciated by the scholars, and the third approach, path dependence enhancing
economics with historical dimension has been widely used in evolutionary economics
(Boschma and Martin, 2010).

3.2.1 Path dependency

Perhaps the most often used notion used in economic geographic work that has sought
to take history seriously in studies of regional development is that of path dependence.
The idea of path dependence is that the economic landscape does not tend towards
some (predefined) unique equilibrium state or configuration, but is an open system that

evolves in ways. Path dependency does not seek to achieve equilibrium.

A path-dependent process is a loop with time dimension that has an outcome evolving
as a consequence of its own history (Martin and Sunley, 2006). The concept is perhaps
most often linked to David’s (1985) work on ‘QWERTY keyboard which emerged and
persisted as the standard typewriter keyboard however widely recognized as a
suboptimal alternative. Path dependence concept highlights that historical events or

accidents can act to determine the future of economic technologies, organizations and
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systems. Moreover, early decisions in the history close alternative paths and leave a
particular path whether or not the outcome is the optimal choice. In this sense
technologies, organizations or collectives are locked-in a particular suboptimal path

even though better alternatives were possible.

Historical ‘triggering’ events based on ‘chance’ factor is a controversial notion of path
dependency theory. Krugman (1991) also argued that small accidents yield to
establishment of persistent centers of production under a cumulative causation affect.
On the other hand, randomness of this event or ‘accidents’ suggest that there is no

historical constraints of the act.

On the other hand, Martin and Sunley (2006) stresses the paradox of ‘historical

accidents’ and ‘chance events’ as follow:

Most path dependent models explain the initiation of paths in terms of (small)
events that are in some ways exogenous to, or orthogonal to, the key system
properties. Typically, these events are described as being ‘chance’,
‘serendipitous’ or simply as ‘historical accidents’. This would seem to suggest
that there are innumerable different possibilities and that the preceding
sequence of events (past history) plays no role in determining what new
‘historical accident’ occurs or whether or not it initiates a new techno-
economic path; that is, paths emerge from a chaotic swirl of random events. (p.
24)

The establishment of UK motor sport cluster cannot be fairly explained by Krugman’s
‘historical accident’ model but can be seen a set of local historical legacies (Pinch and
Henry, 1999). Feldman’s (2005) study of crisis in public employment is a good
example in showing how external shocks change factor conditions of industries. When
performing a deeper analysis on the long-term effects of external events then chance
factor fades away and it turns to explainable conditioning factors (Martin and Sunley,
2006).

Even before the path dependence theory, geographers acknowledged the importance
of legacy of the past (in terms of industrial and institutional development) carried by
economic landscape and influence of the history on future development and evolution.
(Martin and Sunley, 2006). Path dependency is a complex process carrying different

factors such as the economic, technological, institutional and socio-cultural especially
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studying in a geographical context. According to some authors of economic
geography, path dependence appears as a result of mutually reinforcing co-evolution
of these multiple factors as in the study of Silicon Valley by Kenney and von Burg’s
(2001).

This interlinking path effect does not encompass only prementioned economic,
technological, institutional and socio-cultural factors but also human agency
(individuals). Martin and Sunley (2006) stress that entrepreneurship is not a random
act of genius and entrepreneurs are able to mobilize necessary resources, ideas and
people and trigger a collective creation process like in the Silicon Valley study of
Kenney and von Burg (2001) where Shockley’s move to Palo Alto and the founding
of Fairchild was a factor triggering cluster emergence. Garud and Karnge (2001)
emphasize the strategic agency and the deliberate initiatives of entrepreneurs and
suggest that agents always search for differentiators and experiment new technologies,
processes or products.

For sure that some exogenous shocks, higher order events may stimulate inner or outer
individuals to act upon new strategies or develop new ‘windows of opportunity’
(David, 2005; Sydow et al., 2002). From this perspective, path dependence cannot be
treated as a one process realized at one level, rather it occurs at different levels with
outcomes influencing each other. Martin and Sunley (2006) argued that the concept of
regional path dependence need foundations stressing the modularity, openness and
hierarchic depth. Beyond this, in the concept of path-dependence the process of path
creation is still unclear, why certain alternative paths are chosen, while others

disappear is not addressed.

3.2.2 Generalized Darwinism

Generalized Darwinism is the most appealing approach of evolutionary economics and
its extension into economic geography. Generalized Darwinism asserts that the core
principles of evolution provide a general theoretical framework for understanding
evolutionary change in all domains (from physical to social systems), but that the
meaning of those principles and the way that they operate is specific to each domain
(Hodgson, 2002; Hodgson and Knudsen, 2006).

There are strong conceptual links between Generalized Darwinism and understanding

organizational collectives from an evolutionary perspective. Darwin’s evolutionary
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theory explains how populations change over time. Here, the mechanism of variation,
inheritance and selection produce the cycle of fit in the population. Akin to the idea,
Darwinism makes comparisons between market competition and the struggle for

survival based on natural selection which is present in the animal world.

Instead of assuming that the mechanisms of social and biological evolution are similar,
General Darwinism suggest that there is a degree of ontological communality between
them, based on the broad idea of a complex population system, arguing that the
Darwinian principles apply both to biological and social systems (Hodgson and
Knudsen, 2010). On this basis, the mechanisms of Darwinism (variation, selection and
retention/inheritance) can help us to determine the sources of growth or survival of
firm collectives from a historical perspective. Understanding economic evolution of
regions from the approach of Generalized Darwinism requires understanding of how
key concepts (variation, selection and inheritance) might be operated within a dynamic

system of economic geographies.

3.2.2.1 Variation

The principle of variation implies that there is variation in a population of evolving
entities. Variation is generated through transformation and emergence of new
properties and provides fuel for evolutionary change and without variation, the
population would be stuck in equilibrium (Hodgson 2001; Essletzbichler, 2012). This
change could be result of random mutation, Schumpterian entrepreneurial actions,
recombination of existing characteristics, routines or import from other places etc.
(Essletzbichler, 2012). In any manner variation is necessary for selection to occur.

The mechanisms and drivers for variation are addressed by comprehensive work of
scholars. In an example creation of new technological destructions or self-organization
principles explain causal drivers for the creation of variation. After variations are
created selection process operates on the variations, in order to understand why certain

varieties survive, we need to understand the selection mechanism

3.2.2.2 Selection

Selection entails that those interactors with traits that fit the locally and historically
specific environmental context better are characterized by higher survival rates and in

turn, higher rates of replicative success. Darwinism offers an algorithmic logic
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predicated on a feedback loop between variety, inheritance and selection that can
explain adaptive complexity.

A general description of the selection process is made by Hodgson and Knudsen
(2010):

Selection involves an anterior set of entities that is somehow being transformed
into a posterior set, where all members of the posterior set are sufficiently
similar to some members of the anterior set, and where the resulting
frequencies of posterior entities are correlated positively and causally with
their fitness in the environmental context. The transformation from the anterior
to the posterior set is caused by the entities’ interaction within a particular

environment. (p. 92)

Here, selection does not have to lead to most efficient outcomes. Beyond that
cooperation is at least as important as competition considering multilevel (or group)
selection processes (Sober and Wilson, 1998).

If the efficiency is not necessarily the selection attribute, we should explain why some
variants are selected instead of others. Here Sober’s (1984) classification of selection
provides clarification on the process. Sober identifies two different types of selection,
selection of interactors (phenotypes), e.g. Firms, regions) and the selection for

replicators (genotypes, e.g. firm routines, traditions, conventions)

As stated by Price (1995) subset of elements from an anterior set is selected and this
selection changes the composition of a population under. After an industrial crisis or
shock a group of firms from anterior set are selected (selection of interactors) and this
selection will result in not only elimination of some firms but also removal of their
routines from the population (selection for replicators) because the selection process
will not stop until variation disappears and changes in population are caused by a

systematic interaction between fitness and survival (Essletzbichler, 2012).

Selection involves the selection of a subset of elements from an anterior set (e.g.
selection of a subset of firms after an industry shakeout) where environmental
interaction causes elimination to be differential (e.g. selection eliminates the firms and
as a result, their routines are also removed from the population). There are two
complexities related to selection process for firms or firm groups. First, selection as a

result of changes in the environment could work on multiple traits of entities make the
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selection process more complicated. Second, survival of firms also depends on their
adaptability in response to changes in the environment. The environment is not totally
exogenous to the firm and the interaction of firms or group of firms with their
environment is a factor for the selection process, manipulation of environment with its

constraints in the favor of firms can be assumed at least for some degree.

3.2.2.3 Group (multi-level) selection

The concept of selection cannot explain the whole range of altruistic behaviors
observed in humans. On the other hand, there are many situations in which humans

help each other.

Considering firms as the entity, they loan their production equipment each other,
jointly search for new markets or supply together, thus, selection and the evolution of
socially intelligent beings cannot be explained satisfactorily without group selection
(Wilson, 2012). When interactions among firms are sufficiently strong so that their
fate is tied up with the fate of the region, then regions may qualify as social interactors,
then we can discuss selection process at the regional level. This approach to group
selection is called multilevel-selection theory (MST). For MST, it is crucial to
distinguish the competition between individuals within the same group and the
competition between individuals in different groups, where within-group selection
follows the generally accepted idea that individual organisms (or collections of
replicators) are in direct selfish competition with each other. On the contrary group-
level adaptations require perceiving groups as adaptive units in their own right
(McAndrew, 2002). Here the important point is for group selection to operate, the
advantages leading to differences between groups should be sufficiently strong to

overcome selection forces on individuals or firms within a group.

In an example of two groups that are in direct competition with each other and have
different concentrations of altruists and non-altruists. In the group with high
concentration of altruists, the cooperation among the them might increase the success
of the group by allowing significant adaptive advantages on all the individuals within
the group, on the other hand this altruism could be also a disadvantage because
dominant altruist group would prosper at the expense of the selfish group and the
number of altruists in the population would diminish the fitness of all the individuals

in the less altruistic group. MST provides an explanation for how altruistic tendencies
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would evolve in situations in which the selection forces of intense competition between

two or more competing groups acts (McAndrew, 2002).

3.2.2.4 Retention / inheritance

Selection process is followed by the replication process, which creates the new path
for subset survives. The inheritance refers to a different mechanism, including
diffusion and other forms of replication, by which information concerning adaptations
is passed on or copied through time (Hodgson and Knudsen, 2010).

The environment acts on interactors not replicators directly. On the other hand, role of
replicators (e.g. routines) on social interactors (e.g. firms) under pressures of the
particular environmental context in which the interactor operates is important for
understanding retention process. A replicator is a structure hosted by the entity that is
causally involved in the replication process. The frequency of similar replicators
within the population is increased and the fitness in social evolution is achieved
through either by diffusion of replicator to other interactors (e.g. knowledge spillovers,
localized learning) or by making copies of the interactor (e.g. spin-offs), by this way

the characteristics of the interactors are passed on by replicators (Essletzbichler, 2012).

As stressed by Essletzbichler (2012), replicated information by itself is inadequate to
provide a complete description of the emerging interactor, the replicator does not
replicate by itself but includes building instructions for the development of interactors
that are stimulated by particular environmental conditions. The information that makes
the copy entity similar to its source is obtained during its creation. As the environment
does not act on (recognize) replicators directly, replicating entities are not manipulated
directly by the environment and for this reason, information (adaptive experience) is
able to accumulate over generations (Essletzbichler, 2012). The replicators related for
each interactor are relatively durable compared to their host interactor, in an example,
routines, apprenticeship are passed on other firms and continues even if individual

firms hosting them do not survive.

Hodgson and Knudsen (2010) proposed a number of conditions that an interactor must
qualify;

1. Aninteractor is a relatively cohesive entity with boundaries between itself and its

surrounding environment, including other entities and the internal relations among
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its component parts are generally more significant than the relations with its

external environment.

2. When environmental conditions change, interactor sustains integrity owing to the

components of the interactor and the internal relations between them
3. There is a Shared dependence of component replicators on the interactor

4. Inclusion and shared organization of components: every component replicator has

to be within the boundary and part of the structure of the interactor.

5. Replication dependent on the properties of the interactor and its environment:
Every set of properties of an interactor that, in interaction with the given
environment must be a major factor in determining the (possible different)

posterior set of replicators of the anterior set of replicators.

Applying GD to economic geography then requires an understanding how the abstract
principles of variation, selection and inheritance can be operationalized to explain the
historically specific, inconstant, uneven and differentiated geography of capitalism.
GD is not contradicting but complementing existing work in EEG (Essletzbichler,
2012). Generalized Darwinism presents VSR (variation, selection and retention) as the

central defining principles governing social and economic evolution.

How industries emerge and develop across space, how regional economies function as
‘selection’ environments, how far and in what ways various ‘retention’ mechanisms
reinforce spatial patterns of economic activity requires compounding different
approaches and interpreting related concepts. In the next section evolutionary
perspective on the spatial economy will be constructed with the help of studies on

spatial economic agglomeration and evolutionary economic geography.

3.3 A Promising Theoretical Framework for Evolutionary Economic

Geography: Imprinting Theory

The main purpose of evolutionary perspective in economic geography is to link micro-
economic behavior of agents (firms, individuals) to the macro outcomes of the
economic landscape (Boschma, 2007). The core differentiator of specific concepts
under Evolutionary Economic Geography is how change is portrayed. Both

evolutionary biology and complexity theory have similar perspective of punctuated
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equilibrium which explains shifts of the system to a new setting (relative stability or
gradual process) initiated by major shocks (Boschma, 2007).

(Garretsen and Martin, 2010) defines punctuated equilibrium as: “..an historically
contingent event triggers off the path dependent movement towards (selection of) one
of a number of possible equilibria, in which, once reached, the system remains

‘locked’, until disrupted by an external shock.” (p. 31).

In this sense, how punctuated equilibrium theory can enhance our understanding
towards economic landscape is developing. At this point utilization of the ‘Imprinting

Theory’ is promising.

The concept of imprinting emerged in 19" century with studies of British biologist
Douglas Spalding who reported common behavior of birds which are following the
first-seen moving object in their early life. After that it was Stinchcombe’s (1965)
seminal work which showed the implementation of the concept in organizational
research, describing stamps of the environment present during its existence and how
these stamps persist after this early phase in spite of subsequent environmental changes
(Johnson, 2007; Marquis, 2003). The concept of imprint has been utilized in different
branches of organizational research like organizational ecology, (Carroll and Hannan,
1989; Swaminathan, 1996), network analysis (McEvily et al., 2012) or institutional
theory (Johnson, 2007; Marquis and Huang, 2010) since then and enhanced our

understanding towards the phenomena.

Marquis (2013) describe imprinting as: “a process whereby, during a brief period of
susceptibility, a focal entity develops characteristics that reflect prominent features of
the environment, and these characteristics continue to persist despite significant

environmental changes in subsequent periods” (p. 195)

As stated above there are three essentials features of imprinting, namely, presence of
a sensitive period, a powerful impact of the environment and persistence of stamped
characteristics beyond the sensitive period (Marquis, 2013). Sensitive periods are
conceptualized as periods of transition and there is the possibility of multiple sensitive
periods. Imprinting theory resembles to the punctuated equilibrium model in all of its
features. Both refers to brief discontinuous periods of intense change and link them

with the changes in environmental conditions.
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The original model of multilevel imprinting in figure 3.1 represents multiple sensitive
periods and defines environment as a homogeneous setting, but a varied, n-
dimensional space with economic, technological, institutional conditions and
individual influencers. The first block on the figure 3.1 presents the first sensitive
period of cluster: foundation. During foundation the cluster is vulnerable to its
environment and environmental forces naturally. Environmental forces stem from
economical, technological and institutional landscape or they encompass influence of
the individuals, who stamp their mark during the early years of cluster. Second part
shows the imprint persistency. During the non-sensitive period the stamp of foundation
is still carried by the cluster. Imprinting process might occur multiple times during a
life course and the last section of the model illustrates other possible multiple sensitive

periods.

During a new sensitive period, different forces play apart and lead either to a new
imprint, modification, replacement, or decay of the existing imprint. As described in
the multi-level imprinting theory, the factors that contribute to the persistence of an
imprint over time is represented as limited learning in non-sensitive period, lack of
competitive threat, taken for granted nature of status quo, inertial forces (e.g. vested
interests) by Marquis and Tilcsik (2013). This section also emphasizes the possibility

of secondhand imprinting.

Sensitive Period Non Sensitive Period Sensitive Period
(Imprint Establishment) (Imprint Maintenance) (New Imprint Establishment)
| | |
[ Y Y |
Environment Environment Environment
Focal Entity Focal Entity Focal Entity
O/ CH |  O0LCH - 2.¢%
Secondhand
Imprinting
HPSSuREp P P S, FSUSErpibiapiins, Apbipoiyaippiypin s FSpSSpbiueiutaupiusis Mphippiippiypin s
! - 1 v 5 v !
; Other Entities i o Other Entities o o Other Entities
1 - 1 1 ol 1
' 0/ GH | Kkik
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Factors of persistance
- Limited learning in non-sensitive
period
- Lack of competitive threat
- Taken for granted nature of status quo
- Inertial forces

Figure 3.1 : General model of multilevel imprinting (Marquis and Tilcsik, 2013).
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3.4 Research Opportunities Related to Imprinting Theory

The majority of the literature provides either a singular historical analysis or evaluation
of the present microeconomic environment. But only recognizing that history matters
does not help to understand how it matters (Jones and Khanna, 2006; North, 1990). To
date, much research has focused on the features, sources of imprint and how they
persist over time. Less attention has been paid to the explanation of imprinting process
through evolutionary mechanisms. General model of imprinting is a promising and
powerful approach to address how environment contributes to the evolution of focal
entity in a multidimensional way, but it cannot explain why some imprinting attempts
or environmental conditions fail to cast their mark on the focal entity in times when a
sensitive period is present. Marquis and Tilcsik (2013) adverted some mechanisms like
“window of imprintability” or emulation of imprint but these mechanisms are not
explained in their model. There are four fundamental research opportunities,
particularly with regard to the understudied dynamics and the process of imprinting

Firstly, if not every imprinting attempt by environment casts its mark, it is necessary
to reveal how the characteristics of the environment pass to the focal entity explicitly.
Thus, to locate an imprint, tracing the blueprints of focal entity is necessary. The
imprinting process can be understood through explaining how hereditary factors that
define all explicit and implicit characteristics of the focal entity, as it interacts with
environmental variables that influences it. This way, we can reach a fuller
understanding of the triggers, enablers, mechanisms of pattern formation, which are
not described in the original model of the multilevel imprinting.

Secondly, in the original model, although the window of “imprintability” (WOI) is
noticed, there is a gap in the model and how WOI works through evolutionary
mechanisms is not addressed. Explaining WOI is necessary to capture the underlying
causes in the particular case, where imprinting factors favor one region to another, and
the elimination of firms and their routines previously sheltered from past conditions.
Thus, an evolutionary type of explanation for why imprinting factors favoring one

region but not the other is necessary.

Thirdly, features of the emulation mechanism and inheritance of imprints need further
conceptualizing in the model. Marquis and Tilcsik (2013) explained that the patterns,

which are established during the sensitive periods are then perpetuated by subsequent
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organizations’ emulation of the older members residing in that collective. This process
is defined as the secondhand imprinting, but the sub-mechanisms of secondhand
imprinting is not defined. The elements of the environment in which the focal firm
resides, need to be reproduced so that we can recognize an imprint at the population
level. Moreover, this process is also bounded by survival of the firm, which possesses
the imprinted elements. In both senses an evolutionary approach is necessary to
explain the diffusion of imprinted elements and how variation of few firms yield to an

imprint at the population level.

Lastly, as aptly put by Marquis and Tilcsik (2013), another mechanism worthy of
future investigation is the process whereby particular organizations become vehicles
that facilitate the imprinting of organizational collectives by individuals. In the given
case of Rockefeller (Chernow, 1998) and Carnegie (Nasaw, 2006), the role of powerful
organizations that allowed them to leave their mark on their industries are important
for explaining the imprinting process, thus it is necessary to clarify when and why

these powerful vehicles are important for the sake of imprints.

In the next section, our aim is to conceptualize a model with the analytic lens of
evolutionary perspective to further investigate these black spots. Distinguishing
evolutionary mechanisms and how they operate in different scales will help us to
understand a holistic picture of environment versus organizational collective

interaction and resolve the issues mentioned above.
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4. CONCEPTUAL MODEL FOR ANALYZING IMPRINTING IN BUSINESS
CLUSTERS

The literature on how clusters emerge and evolve throughout the history of an industry
is under development. A framework not only fixing the fundamental gaps in the
imprinting model but also enhancing our evolutionary understanding with regard to
the understudied dynamics is necessary. In this vein, the shortcomings of the multi-
level imprinting framework will be complemented by the mechanisms of evolutionary
theories, resulting in a much stronger theoretical framework for explaining the

evolutionary dynamics of regional clusters.

A framework linking the evolution of cluster through evolutionary process and
environmental underpinnings would enhance our understanding towards how
imprinting theory works in organizational collectives. This evolutionary perspective is
essential to understand the mechanisms fostering specialization, economic growth and

technological progress.

There is considerable benefit for applying the concepts from evolutionary economics
to the analysis of regional development. This study is one of the very few attempts not
only addressing evolutionary mechanisms influencing clusters via integrating micro
business environment with the environmental influencers, but also blending two

different evolutionary approaches in a synthetic framework.

Exploring the relations between historical events within their contexts, including their
long-term effects, increases the possibility of unpacking the black box with causal and
preconditioning factors related to a particular location. Once the black box is opened,
it is possible to see the triggers and causality with conditioning factors. Subsequently,
we can also explain industrial paths with relation to their predecessors where location

has an important incubation role.

Although, there are numerous case studies, the concept of ‘historical events’ or initial
accidents that yields particular breaking points (or in other words patterns) in the

temporal order is still under research and contains significant ambiguity. Even though
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the imprinting theory enhances our understanding towards the role of the environment
during the historical breaking points, the dynamics and success factors of this process
remain unexplained and how preconditioning factors matter at different points in real
history, what constitutes these factors and how these factors linked to a spatial pattern
in regional economies largely remains to be systematized. From an evolutionary
perspective, imprinting theory which origins from biological ecology leveraged our
understanding towards how historical environmental influencers leave their mark on
focal entities (e.g. organizational collectives) but biological ecology also tells us that
nurturing factors (environment) is not the only influencer shaping entities, nature
(genes and hereditary factors) is another influencer in the process. Hull, Langman and
Glenn (2001) argued that both gene replication and interaction between the organism
and its environment play their part in the evolutionary process and co-determine the
outcome. Nature is also highly referred influencer in evolutionary economic
geography under generalized Darwinism literature. As one most fertile approach to
use ideas and concepts in evolutionary economic geography, variation, selection and
retention can also highlight the causality and conditioning factors in the imprinting
process. Moreover, the nature versus nurture debate is one of the oldest debates not
within biology but also sociology:

o Nature refers to all of the genes and hereditary factors that defines all explicit and

implicit characteristics of focal entity

e Nurturerefers to all the environmental variables that impact focal entity,

including early experiences

Although, the debates over the relative contributions of nature versus nurture were
mostly focusing on only one-side, today, most scholars recognize that both factors play

a critical role.

Some philosophers such as Plato and Descartes also discussed on the debate and
suggested that certain characteristics are independent of environmental influences. On
the extreme side of naturalism, nativists suggest that all or most behaviors and
characteristics are the results of inheritance. On the opposite side like John Locke
believed in tabula rasa, which suggests that the mind begins as a blank slate. According

to this notion, everything that we are, and all of our knowledge is determined by our
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experience. Empiricists suggest that all or most behaviors and characteristics result

from learning.

Some characteristics are tied to environmental influences, for example parenting styles
during a childhood may define how a person behaves when he/she become an adult.
Bandura et al. (1961) demonstrated that children could learn aggressive behaviors
simply by observing another person and Bandura (1977) explained how behavior is
learned from the environment through the process of observational learning, where he
highlighted the importance of the retention of behavior and mediating processes that

occur between stimuli & response during the learning process.

Today most researchers acknowledge that the interaction between heredity and
environment is often the most important factor of all and both nature and nurture
influence behavior and development. It is still under discussion; how much heredity or
environment influence a particular trait. Actually, there is not asimple way to
disentangle the multitude of forces that exist, but it can be suggested that these
influences include genetic factors and environmental factors. Many researchers today
are interested in exploring how genes mediate environmental influences. If we accept
the ontological communality of biological and social domains, then the application of
it in the social domain should highlight how rules of nature (General Darwinism and
others) work with rules of nurture (Imprinting). What constitutes suitable social
interactors and replicators and how interaction with the environment results in
selection should be carried to the domain of organizational collectives at multiple

levels.

Our aim is to create a model to clarify the concept of imprinting with the help of
evolutionary mechanisms. By enhancing imprinting theory with four evolutionary
mechanisms through multiple scales (population, organization and genotypes) in the
figure 4.1., the basis for analyzing the present situation for clusters with connection to
their history is established. Beyond this, how these imprints persisted during non-
sensitive periods has taken great attention from the scholars after Stinchcombe’s
findings towards the importance of tradition, interests, and ideologies in maintaining

imprints and it is not an area to be explained in our conceptual model.
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Figure 4.1 : Conceptual model for analyzing imprinting in business clusters.

The imprinting requires a sensitive period. Temporary conditions, shocks, as well as
historical ‘accidents’ may create this sensitive period, but the main indicator to be
classified as sensitive period is increased malleability of the focal entity by
environmental conditions than in normal times. During foundation focal entity is
vulnerable to its environment and environmental forces. Foundation period is not the
only sensitive period for focal entity, it can occur at later stages of its life-cycle as well
and the entity might experience multiple sensitive periods over time (Marquis and
Tilcsik, 2013).

During this brief period of susceptibility, the focal entity is significantly more open to
the lasting impact of environmental influencers and the window of “imprintability” is
only open during this brief period of time. Building on this step, the impacting factors
namely sources of imprints as put in the original model of Marquis and Tilcsik (2013)
are economical, technological and institutional conditions and individuals.
Environmental influencers map their features onto the focal entity but not every
environmental influencer succeeds to put their stamp in this brief sensitive period.
Natural factors play important role. Thus, understanding the mediation dynamics is
important to locate success factors. The last step of the imprinting process is retention,
without retention the impact cannot be fully formed. Retention mechanism carry the
impact to the critical mass through replication and/or diffusion. During the retention
step information (features) concerning adaptations is passed on or copied through time,
Retention step leads imprint persistency through local spin-offs and localized learning.

In the next section these complex mechanisms are mapped.
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The original multilevel imprinting model explains the imprinting in only three steps,
existence of brief sensitive period, imprinting with a powerful impact of the
environment, persistence of the characteristics developed during the sensitive period.
Beyond this the developed model opens the black box of imprinting process and

explains it through evolutionary mechanisms.

4.1 Connected Levels in Evolution: Organizational Populations, Organizations

and Genotypes

Evolutionary Economic Geography is a complex subject that requires not only the
knowledge of basic biological concepts but also the ability to connect them across
multiple levels of time and space. Evolution happens in populations as a result of the
interaction between organizations and their environment. Individual organizations
may differ from one another due to their differences in their routines, practices. As
explained by Sober (1984) organizations are interactors which interact with the
environment, but interactors also possess replicators which are also called genotypes
(e.g. firm routines, traditions, conventions). In this sense differences that are observed
at the population level linked to organizations as interactors and genotypes as
replicators. Further, understanding the concept of “genotype” is necessary to draw a

model and explain how evolution operates through different levels.

4.1.1 Genotypes (replicators)

Explaining how genetic factors play role in mediating environmental influences
requires the description of genotypes in organizational theory. In biology, the genotype
is the complete genetic coding of an organism, consisting of instructions to help guide
its growth and development under environmental triggers or stimuli (Hodgson and
Knudsen, 2010). These encoded generators contain ready-made solutions for firms to
deal with frequently occurring problems. Regarding firms, genes are defined as

encoded means of generating conditional dispositions (Hodgson and Knudsen, 2010).

Genes not only accommaodate but also pass on information; by definition there are two
main function of genes, first it holds guiding repertoires of instructions for behavior,
and secondly, it has a replication ability. The information we discuss in a broader

definition is stored in processes, technologies, firm routines, customs, conventions,
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regional policies, institutions and procedural memory of individuals which are

replicated overtime.

From organizational perspective, it is congruent to think of routines as replicators of
organizations. A routine is a generative structure or capacity within an organization.
Routines are organizational dispositions to energize conditional patterns of behavior
within organizations, involving sequential responses to cues that are partly dependent
on social positions in the organization (Hodgson and Knudsen, 2010). Routines depend
on a structured group of habituated individuals, among whom many of these habits
depend on procedural memory. The behavioral cues exhibited by some members of a
structured assembly of habituated individuals trigger specific habits in other. (Hodgson
and Knudsen, 2010)

These conditional, rule-like structures and algorithms are the key information
mechanisms through which information is carried and processed. Rather than
evaluating every possible outcome of an action, organizations follow rules-of-thumb
that have proved useful adaptations in the wake of environmental change in the past.
Routines are not behavior but mobilize behavioral responses if energized by
environmental stimuli (e.g. “if profits drop below a certain threshold, then invest in R
& D”). If the environmental stimulus disappears, the behavior disappears, but not the

underlying routine.

In communities of practice agents are bound together through day-to-day interaction,
based on the same expertise, a common set of knowledge and experience directed to a
particular set of problem based on basic understandings and similar technological
paradigms under a shared repertoire. This way distinct routines, conventions and other
institutional arrangements are created (Bathelt et al., 2004). In the wood products
cluster of Portugal sawmills mostly produce use low quality timers as a result of the
lack of investment in timber quality by landowners. To change this setup, several parts
of the cluster have to be changed simultaneously in order to be classified as a genotype

for this cluster.

Considering the genotypes of a regional industrial population, not only formal business
routines but also informal routines embedded in social relations should be explained.
An ideal-typical industrial district comparison between four footwear clusters located

in Italy and Mexico carried out by Raboletti (1995) represented industrial atmosphere
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(labor market, cultural and social background etc.) along with the formal business
medium in which the routines, know how, way of doing business are embodied. As
Gronovetter (1985) described, economic action is embedded within social
relationships. Porter (1998a) also referred this view and explained social glue as a
contributor to value creation process through flow of information, discovery of value-

adding exchanges, willingness to align agendas and to work across organizations.

4.1.2 Origin of variation

Darwinian mechanism of VSR starts with variation, without variation there would be
nothing to select. Selection work under variation, scarcity and differential fitness.
When a focal entity differentiates its activities under a nurturing force then VSR
process is initiated. For example, Marquis and Huang (2010) argued that institutional
conditions during the founding period not only affects organizational capabilities to
make them more persistent but also differential under contingent factors in different
historical periods. Firms that were founded when regulatory and political conditions
promoted coordination between firms were more likely to acquire other organizations
and this activity roots in the previously developed coordination experience (Marquis
and Huang, 2010). Variations in terms of activities of focal entity are explained as
adaptive information (genotypes), on which selection and replication acts. The success

of imprint depends on its reproducibility of successful variations.

In the case written by Bathelt and Boggs (2003) the old book publishing cluster is
examined and the reason behind unsuccessful initiative for re-development of the book
publishing industry in Graphisches Viertel is explained through lack of sufficient

variation, which is necessary for positive selection of pioneering firms.

In 1990, after German Reunification, the Forderverein Medienstadt Leipzig
(Development Association of the Media City Leipzig), initiated a program for re-
development of the Graphisches Viertel as a site of book publishing and affiliated
industries (Schubert, 2000) and restore the city as a major center of book publishing

in Germany.

The Forderverein’s mission to position Leipzig as a media city with media-related
businesses and institutions were failed. Neither Leipzig’s book fair restored its
importance nor publishing houses did flourish, instead the industry underwent massive
de-industrialization (Volpers 1991; Lemke, 1992; Borsenblatt, 1993; Bach, 1995;
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Denzer and Grundmann, 1999; Wittmann, 1999; Boggs, 2001; Berg et al., 2001). The

political initiative didn’t create any change in cluster dimensions.

WWII reduced the skilled labor and infrastructure of the industry and the efforts during
GDR was poor to relocate lacking capabilities. The book publishers in Leipzig become
technologically underdeveloped and poorly equipped compared to Western
competitors during GDR. As Arthur (1994) eloquently indicated paths could be
dissolved through exogenous forces, such as shocks, catastrophes or crises. These
forces are likely to shake the system, thereby cause to break away from the path. In
the case of Leipzig technical capabilities were dissolved. Reunification of Germany
revealed that these capabilities were not there to compete with their peers. Their
capabilities were neither natural nor were they refined with interaction with nature, but
rather they were gained through a synthetic process lead by the government.
Accordingly, the misfit with the environment could have been realized only after the

exposure to open market conditions.

It is also well known that organizations take on elements of their founding environment
through individual founders and different founders’ decisions to incorporate certain
environmental elements, but not others, can lead to variation in imprints even across
organizations that are established at the same time (Johnson, 2007). Moreover,
Lamarck's hypothetical mechanism suggest that if adaptive (beneficial, useful), power
of environment over genotypes creates mutations and these acquired characters are
inherited. In this sense source of variation on genotypes will be directly the
environment itself. The history of motor racing examined by Pinch and Henry
(1999) also provides a good example of how variations on the technology usage

are originated as suggested in Lamarck's hypothetical mechanism.

Development of Britain aerospace industry can be traced back to governmental
support for aircraft manufacture in the 1920s and 1930s under military race. After
WWII British aerospace industry remained massive in relation to the size of country
(Hebb, 1993). The table 4.1 below shows the main aerospace-derived influences
on technological innovation in motor sport. As a result of this technological shift,
the locus of the industry shifted very rapidly from northern Italy to southern
Britain
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Table 4.1 : Key innovations in Formula One racing (Pinch and Henry, 1999).

Innovation

Aviation Use

Formula One use

Active suspension
Aerodynamics
Aero engines
Aluminum

Carbon composites
Carbon disc brakes
Carbon fiber clutch
Computer based
telemetry
Fly-by-wire

Turbo charging
Wind Tunnels
Wings/ winglets

Computer based control

Efficiency in the air, fuel economy,
speed etc.

Combination of light weight with
high power output

Used in aircraft structures

Used in aircraft structures

High efficiency and light weight
braking

Not directly used but aviation
inspired

Rapid communication of technical
data

Weight saving electronic control

Extra performance at high altitude
Testing aerodynamics
Support in the air

Improved handling (banned in
1993)
Speed but also downforce

Combination of light weight
with high power output

Widely used in early chassis /
cockpit design
Used in
construction
High efficiency and light weight
braking

Light weight and strength

monocoque

Rapid communication of
technical data

Weight saving throttle-by-wire
control

High power output (banned)

Testing aerodynamics
Downforce for grip

Highly skilled workers were pivotal in transferring the necessary knowledge from
aerospace industry. By the 1950s, over 16% of Britain's qualified scientists and
engineers were engaged in research and development in the aviation and despite the
Italian industry, many of the leading designers and engineers in motor sport were
originally trained in aeronautical engineering. (Pinch and Henry, 1999).

4.2 Environmental (Impacting) Factors

In the multilevel view of imprinting (Marquis, 2013) suggests four sources of
imprinting mechanisms that causes formation of the pattern during the sensitive
periods, namely, economic conditions, technological conditions, institutional factors
and individuals. The environment is conceptualized by Marquis and Tilcsik, 2013) is
rich, modular with a hierarchic depth and satisfy apprehension of Martin and Sunley
(2006) in their view of regional path dependence. There are several studies showing
that organizational collectives faced with imprinting mechanisms carry imprints of
their founding environment rooted in economical, technological and institutional
conditions or stamp of an entrepreneur. Table 4.2 below shows sources of imprinting

mechanisms with given examples.
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Table 4.2 : Source of the imprints on organizational collectives (Marquis, 2013).

Source of imprint Mechanisms & Examples on Organizational Collectives

1. Mechanism: External economic and technological conditions serve as a
constraint on new organizations, and the initial patterns are maintained by
subsequently founded organizations imitating prior organizations.

Example: Stinchcombe (1965) on employment structure of different
industries; Marquis (2003) on travel technology influencing the density of
local inter-corporate networks

Economic and
technological
conditions

2. Mechanism: Collectives have different standards of legitimacy that not
only shape initial organizations, but also continue to influence more recent
entrants.

Example: Lounsbury (2007) on different corporate strategies of investment
firms across US cities; Dobbin (1994) on different organizational types of
railroad firms across countries.

Institutional factors

3. Mechanism: Political leaders and influential founders create powerful
policies or organizations that define the arrangements and templates of a field
or industry in an enduring way.

Individuals Example: Mao Zedong’s ideology of self-reliance having a lasting influence
on industrial structure in China (Raynard et al., 2013); Rockefeller
developing the vertically integrated oil industry through Standard Oil
(Chernow, 1998)

4.2.1 Economical & technological conditions

There are several examples of the economic and technological founding conditions
shaping cluster structures and activities. One of the most relevant examples is the study
of Stinchcombe (1965) in which economic and technological conditions at the time of
founding influence the initial form of employment and these forms are preserved
despite environmental changes in the later periods. Another example is on the
emergence of new organizational forms by Clemens (2002). This research shows that
organizational forms that arise in a given period are shaped by economic and
technological conditions and continue to carry the stamp of first emergence period.
Marquis (2003) also showed a similar pattern in establishment of community-based
intercorporate networks, constrained by the transportation technology during the birth
of community. In the case of BMSI, Pinch and Henry (1999) linked the origins and
development of motorsport industrial cluster to the technological shift originated from
aerospace industry. In their article Bathelt and Boggs (2003) argued on technological
development in book manufacturing that rupture regional development paths.
Gutenberg’s invention of moveable-type printing press not only integrated traditional
suppliers like paper manufacturers, rag millers, page illustrators and book binders to

the new industry but also created new type of suppliers as type-casters and press
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manufacturers, thus revolutionized the structure of the industry and the division of
work (Bathelt and Boggs, 2003).

4.2.2 Institutional Factors

There are variety of studies on how institutional conditions influence collective
behavior of the clusters with or without referring imprinting theory. The influence
could be at regional level or even country level. For example, Inglehart and Baker’s
(2000) work on national culture and traditions shows how distinctive cultural values

persist against modernization affects.

Dobbin’s (1994) study of railroad policy in different counties namely USA, France
and Great Britain shows key role of cultural and political differences during the
establishment of the industry. Different patterns of the countries still exist despite the

change of the environment.

Establishment of trustee logic differed between Boston and New York funds
depending on the historical cultural imprint showed by Lounsbury (2007). Boston
based funds are conservative with a long-term focus opposite to the New York’s

aggressive funds.

4.2.3 Individuals

There is not much empirical study analyzing human agency influencing clusters as
whole present in the field. However, Mao’s role on Chinese industrial locations
(Raynard et al., 2013) or Louis XIV’s efforts on French art and science organizations
(Johnson, 2008) are such examples of individual imprints by political leaders. Another
branch of influencers is entrepreneurs. How Rockefeller pioneered oil industry with
vertical integration (Chernow, 1998) or Carnegie’s efforts during the early years of the
steel industry (Nasaw, 2006) are well known examples. Thus, the power of individuals
and transformational leadership of them should not be ignored during imprinting

analyzes.

4.3 Window of Imprintability

Porter, like Krugman (1991, 2001) considered historical events as randomized ruptures
or just initial ‘accidents’, typically the random decision of one firm to set up in a

particular region. Arthur (1994) also explain initiation of paths in terms of small
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accidental events. At the beginning of path creation there are numerous possibilities
and there is no linkage to history. On the other hand, these ‘historical accidents’ and
‘chance events’ are not very clearly examined, they are ‘non-contextualized’ events
and treated as ‘black box’. Beyond this, like in the case of the UK motor sport cluster,
root of clustering cannot be explained in terms of ‘historical accident’ model but can

be explained through local historical legacies.

Another account of literature suggests a mixture of limiting conditions and chance
events and conceptualized these conditions as ‘window of locational opportunity’
(WLO). The Window of Locational Opportunity approach was introduced by the
Californian School of Economic Geography in the late 1980s (Scott and Storper, 1987;
Storper and Walker, 1989). WLO concept argues that new technologies begin as
generic assets and new technologically based sectors (new industries) establish their
own supply chain with an enhanced locational freedom (Storper, 1997). Later the
concept has been extended and refined by Boschma (1997), Boschma and Van der
Knaap (1997), and Boschma and Lambooy (1999). One extension concerns that it is
not realistic to assume a total freedom, new industries might be linked to older
industries as in the case of British automobile industry. Boschma and Wenting (2007)
showed in their research on survival rates of automobile firms in the British automobile
industry during the birth of this new industry in the period between 1895 and 1968.
New start-ups performed better in a region which was well equipped with related
industries like coach and cycle making. The entrepreneurs who had work experience
in those related industries demonstrated a higher performance than other firms who
lacked experience in these related industries which suggested that factor conditions
could act in the transfer of knowledge through entrepreneurial dynamics between

related industries.

WLO model not only incorporates the Darwinian trinity of variety, selection and
retention but also it allows for endogenous dynamics and selection. The WLO concept
acknowledges that firms spatially accumulate different routines and competences over
time (Boschma, 2007). As illustrated in the new British automobile industry case study
entrepreneurs with related industry knowledge not only act as information carriers but
also important conditioning factor for regional performance. Thus, we should note that
local context-specific factors are important influencers in the creation of new ruptures

and the reason why these factors are activated in some places and not others should be
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addressed. It is important to separate triggers and conditioning factors by which

selection works.

According to Boschma and Frenken (2003), selection pressure of existing spatial
structures is weak when new industries emerge, locational features do not affect
determination of the location of new sectors. On the other hand, certain critical
junctures, historical shocks or environmental conditions may also initiate a new path
and create a new window of opportunity. The ‘economic miracles’ of Ireland and
Finland have demonstrated that national policy-makers as an environmental condition
may provide ‘windows of opportunity’ for certain regions and should be considered
while explaining regional path creation (Martin and Sunley, 2006). Feldman’s (2005)
study of public employment in the case of Washington DC showed the effect of crisis
related to downsizing of Federal employment resulted in large supply of skilled labor
and provided a favorable factor condition for industrial uprise. Another good example
for showing selection pressure of existing spatial structures is also important for
emerging new technology industries. Zook’s (2005) study on internet industry in San
Francisco Bay region showed that pre-existing venture capital industry was crucial to
the development of the internet industry in the location, and that the other initial
locations of internet production which lacked an experienced risk capital system

underwent relative decline.

These examples show that there are triggers that opens windows and create a
permitting or limiting situation in a selection environment and how these factors are
activated in some cases can be explained by selection process. Based on WLO concept
figure 4.2 illustrates how the emergence of spatial pattern should be explained through

not only environmental conditions but also selection.
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Figure 4.2 : An illustration of triggers and selection environment, adopted from
Boshma (2007).

In the figure 4.2 the spatial system is divided in two regions. However, triggers open
a window for both systems, as shown at the intermediate level, selection environment
only permits one of them to establish the spatial pattern. Spicer et al. (2000)
demonstrated how major ruptures (e.g. the collapse of communist regimes) can change
the selection environment of firms resulting in the elimination of firms and their
routines previously sheltered from international competition. In this sense we need in
addition a more dynamic, evolutionary type of explanation for why it happened in the
first region, not in the other. To provide comprehensive explanation, the importance
of selection should be clarified. As illustrated in figure XXI after triggers impact on
selection environment, not only environmental conditions but also heredity factors
impact on the selection environment. As the selection environment changes, new
form(s) of regional industry get(s) selected. It is important to highlight that selection
refers to survival of some variations and correlated positively and causally with their

fitness in organic selection.

4.4 Evolutionary Mechanisms of the Model

4.4.1 Natural selection mechanism

Changes in the regional environment setting may result in increased fitness for some
firms and decrease for others, raptures in environmental conditions may not only favor
some regions (e.g. Californian oil refineries which favored local lower emission targets
over their Texan competitors) but may also change selection environment dynamics
comprehensively (e.g. the collapse of communist regimes) and may cause elimination
of firms and their past routines sheltered by previous selection environment. Thus, in

order to understand why some regional industries selected over another selection
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mechanism should be exemplified but before opening up this process it is necessary to

discuss how two forces environment (nurture) vs endogenous factors (nature) interact.

Selection mechanism acts on interactors (firms) with traits that fit the specific
environmental context and change in the environment fosters the selection process. As
a recursive process, not only industrial dynamics predefine the selection environment,
but selection forces also shape industry structures and change the features of
populations of firms through elimination. In this recursive process also powerful
(groups of) entities can sometimes change the selection rules. In an example, firms can
stimulate consumer demand, lobby governments, thus selection of firms is a

complicated process.

Selection refers to the mechanisms that bring about the survival of some variations
rather than others, often reducing variety (Hodgson and Knudsen, 2010). However,
variety is created endogenously; selection is about how those variations are tested in
the real world. Moreover, there is no requirement that outcomes of a selection process
are necessarily optimal, it is fitness relative to the given environment that runs the
selection process (Hodgson and Knudsen, 2010). Darwinism does not assume that
selection brings about globally efficient or (near) optimal outcomes and may even lead
to systematic errors (Hodgson, 1993).

Environmental interaction and variation in fitness result in elimination (e.g. death of
organisms, exit of firms). From biology a simple example is the selection of a subset
of faster chickens that survive an attack by a fox and the selection of a subset of firms
that survive an industry shakeout. Many biological and social processes involve subset
selection. Subset selection is defined as selection through cycles of environmental
interaction and elimination of entities in some variations. Each cycle of subset
selection posterior set is established with fewer elements than are in the anterior set, if

it continues, subset selection may eventually run dry of variation.

Industry dynamics is a subset selection process where entry and exit of firms change
the distribution of properties of firms, including product technology, efficiency, and
size. Industry entry and exit patterns point to subset selection as a major force in
industry evolution. There are number of scholars as Klepper and Graddy (1990),
Geroski (1995) who have provided comprehensive findings on subset selection. In an

example, Dunne et al. (1988) examined patterns of firm entry and exit in U.S.
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manufacturing industries and showed that selection forces as major driver of industry
evolution shape industry structures and change the features of populations of firms,

they also reported fitness advantage of multi plant over single-plant firms.

Even though, variation is created through emergence of new traits, the information
about traits of successful adaptations is passed on from the anterior set to the posterior
set over time by genotypes (replicators). As a result, information is accumulated over

generations and help interactor to adapt to different environment settings.

In an example, new industries emerged in regions where other industries supplying
related knowledge and skills necessary to develop a new technology enjoy this know-
how through different channels of information replication and diffusion, including
labor mobility (e.g. coach building for car chassis design). In this sense, knowledge

spillovers from an old industry increased fitness advantage of firms in new industry.

Fitness advantage due to technological shift in motor sports industry is well portrayed
in the case of BSMI (Pinch and Henry, 1999). The withdrawal of Mercedes have
provided a WOI for all manufacturers in motor sports industry, but British
manufacturers exploited this gap more than their competitors in Italy due to their
superiority. This superiority was possible through lightweight aluminum
configurations and weight reduction know-how, which were acquired from aerospace
connections. Contrarily, Italian Industry did not have the same amount of aircraft-
inspired know-how, and as a result, powerhouse of the industry shifted from northern
Italy to southern Britain (Pinch and Henry, 1999). In this sense natural selection
worked in favor of BSMI after withdrawal of Mercedes, which enjoyed technological

supremacy gained through skilled workers recruited from aerospace industry.

Boschma and Knaap (1999) examined whether regional labor markets and knowledge
institutions may facilitate the ability of regions to generate new high-tech industries.
In their research they analyzed how new clusters of innovative industries emerged in
Great Britain and Belgium during different industrial development phases (industrial
revolutions) and presented some evidence that existing labor markets and knowledge
institutions had acted as facilitators where new clusters emerged and developed. In an
example during the first industrial revolution presence of a domestic putting-out
system (or proto-industrialization) led to an accumulation of general skills and

experience in textile and metal working and facilitated the transition process through
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specific skills in factory-based systems of production (Marshall, 1987). The related
variety achieved in the information transfer can be beneficial for firms and industries
but at the very end the determinant in the selection is presence of required information
rather in all tangible and intangible factor conditions or related industries, because it

IS necessary interactor to adapt to different environment settings.

The case of Leipzig book publishing industry showed that Leipzig enjoyed the window
of opportunity rather than Frankfurt. Possessing cultural proximity to protestant
reformation helped for publishers in Leipzig to capture this opportunity, and the local
industry become a major location for reformist printing during early 16th century. On
the other hand, Frankfurt’s book fair was mostly dominated by Latin texts with
International participants. This variation worked in the advantage of Leipzig as the
demand for Latin texts declined and demand for German texts surged during the next
few centuries. Leipzig was attracting foreign publishers but published increasingly
more German dialect texts (Bathelt and Boggs, 2003). This example portrays a typical
natural selection mechanism, change in the conditions of environment, which is
invention of the moveable-type printing press opened a window for both clusters but

favors the Leipzig book publishers in terms of fitness.

4.4.2 Group selection mechanism

Fisher (1930) suggested that aggregate fitness in a population is determined by the
variance of fitness across the individuals but this logic lacks population thinking and

altruistic behavior.

Indeed, the idea that natural selection could operate not only on individuals but also
groups was suggested originally by Charles Darwin (1871) and famously promoted
much later by the biologist Vero C. Wynne-Edwards (1962). As an example, Wynne-
Edwards argued that the alarm cry of a bird, telling others in its group of the presence
of a predator, would give its group a selection advantage. Therefore, from economical
perspective Fisher’s (1930) theory may only provide understanding of evolution
within the region but not the evolution of regions. A broader view on alteration within
the region including cooperation on reaching supply or demand side resources is
necessary. The focus shift from single region to different regions which compete each
other requires analysis of territory specific characteristics in the micro business

environment. In an example, firms loan their production equipment each other, jointly
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search for new markets or supply together, cooperate on different phase of production,
therefore, selection and the evolution of socially intelligent beings cannot be explained

satisfactorily without group selection (Wilson, 2012).

When interactions among firms are sufficiently strong so that their fate is tied up with
the fate of the region, then regions may qualify as social interactors, then we can
discuss selection process at the regional level. The division of work represent a
characteristics (genotype) of the cluster and considering an exemplary setup with
division of work in footwear manufacturing, which enables the production of a wide
variety of products with short delivery times, allows the shoe producers to postpone
their purchase of inputs to the last moment, and this not only increases their capital
efficiency but also it expands the capacity of shoe producers to diversify their products
and to satisfy market demand (Raboletti, 1995). The crucial point is, only selection

(environmental conditions) determines if this trait is valuable to reach more resources.

This approach to group selection is called multilevel-selection theory (MST). For
MST, it is crucial to distinguish the competition between individuals within the same
group and the competition between individuals in different groups, where within-
group selection follows the generally accepted idea that individual organisms (or
collections of replicators) are in direct selfish competition with each other. On the
contrary group-level adaptations require perceiving groups as adaptive units in their
own right (McAndrew, 2002). Regional success is then more than the sum of the
successes of the individual entities and if interregional differences in selection
environments exist (Hall and Soskice, 2001; Peck and Theodore, 2007). In this vein,
different firms and organizations with different component replicators will be selected
and only routines of selected organizations will replicate. Here the important point is
for group selection to operate, the advantages leading to differences between groups
should be sufficiently strong to overcome selection forces on individuals or firms

within a group.

In an example is apt with two groups that are in direct competition with each other and
have different concentrations of altruists and non-altruists. In the group with high
concentration of altruists, the cooperation among them might increase the success of
the group by allowing significant adaptive advantages on all the individuals within the
group, on the other hand this altruism could be also a disadvantage because dominant
altruist group would prosper at the expense of the selfish group and the number of
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altruists in the population would increase causing diminishing of the fitness of all the
individuals in the less altruistic group.

MST provides an explanation for how altruistic tendencies would evolve in situations
in which the selection forces of intense competition between two or more competing

groups acts (McAndrew, 2002).

The concept of group selection was later elaborated by the anthropologists Boyd and
Richerson (1985) and developed by Wilson (2002) and Henrich (2004). The key point
is that cultural transmission effects can generate high degrees of conformism within
groups, increase group fitness through cooperation and overcome genetic mutations

within group that tend to increase variation within.

The possibility of group selection depends on the existence of structures and
mechanisms in the group that limit migration or promote conformism. When group
selection occurs, the group functions as an interactor (Social organizations, including
business firms are generally acknowledged as interactors). Conformist transmission is
not the only process, also a second process, prestige-based transmission, involving
copy of successful individuals may take place (Henrich and Gil-White 2001). Success
of prestigious individuals may spread rapidly and both processes yield to positive
feedback effects (Hodgson and Knudsen, 2010). The important consequence of both
conformist and prestige-based process is that they reduce diversity within groups but
increase variation between groups and establishes the conditions for strong between-

group selection.

The firms that produce similar goods in a region compete with one another. As Porter
(1990, 1998) has demonstrated that strong competition and rivalry between firms is an
important incentive for innovation and product differentiation thus variation. Variation
is necessary for selection process to operate. On the other hand, Multi-level (group)
selection theory also suggest that the environmental pressures and competitions within
group is different than competition between groups and ‘altruism’ increases the within
group cooperation. Competition between groups added a new evolutionary dimension
that would have changed the course of evolution for traits such as altruism within the
group. However, cooperators lose opportunities for resources and allow others to use
them, groups of such cooperators will gain access to greater amounts of resources. If

accessing resources is critical to survival, then groups with more cooperators will have
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higher average fitness. Neither competition nor cooperation is evitable in clusters.
Porter advocates a right combination of competition nor cooperation and developing
vigorous local rivalry within cluster. Here the important point is not the ability of
clusters developing the right combination in local rivalry, but rather leaving it as one

of the components of the selection environment.

The enactment of tacit knowledge depends crucially on the existence of a structured
context in which individuals interact with each other (Essletzbichler, 2012). While
regions with customs and institutions that facilitate fitness advantages on collectives
are more likely to grow than others and certain social structures (e.g. habits, customs)
may be favorable in one environment or time period, they may cause destruction in
another (Mayr, 1963; Wilson, 2011).

Saxenian’s (1994) work on Silicon Valley and Route 128 illustrates the differing
organizational and adaptive capacities based on their local social and institutional
structure, particularly explains why these two regions have responded so differently to
the same economical ruptures like lowering of global trade barriers, intensification of
international competition and cuts in the domestic military budget despite their similar
origins and technologies. She asserted that agglomeration and external economies
alone cannot explain industrial development in Silicon Valley and relative decline in
Route 128 after these ruptures and indeed their social and institutional structure

determined their adaptability.

System of Silicon Valley depends on regional networks and promotes learning and
mutual cooperation among web of producers producing complex and related
technologies. Furthermore, this dense social network promotes not only
experimentation and learning but also entrepreneurship (Saxenian, 1994). This is akin
to what Porter (1998) advocates, vigorous local rivalry within cluster. The permeable
boundaries between firms and local institutions (i.e. trade associations and
universities) enabled the loosely coupled team structures. On the contrary, the Route
128 region is dominated by vertically integrated (a firm-based system) and autarchic
corporations where customers, suppliers and competitors corporate under the strict
confidentiality and loyalty conditions and this situation reinforces a regional social
structure that promotes stability and self-reliance (Saxenian, 1994). Thus, this
hierarchical structure tends to maintain centralized authority and vertical information

flows.
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When environmental selection conditions changed, the corporations of Route 128
which invested heavily on specialized equipment and worker skills not only locked
into incompatible technologies and markets, but also find themselves unable to cope
with the new conditions due to their self-sufficient structures. On the contrary, firms
in Silicon Valley became well adapted to conditions of technical and market
uncertainty due to their specialized capabilities and network relations which
encouraged process of reciprocal innovation that reduced the relational frictions

between any size of firms and institutions (DeBresson and Walker, 1991).

4.4.3 Wrightian (genetic) drift

In drift, frequency outcomes are unrelated to fitness thus, replication that does not
depend on fitness can be defined as drift. In drift, solutions that are passed on to the

next generation constitute

a sample of the currently available solutions, which are uncorrelated with fitness or
efficiency. In nature, genetic drift is defined as passing genotypes to next generation
in an unsystematic or random way. In industry evolution, drift would govern the
evolutionary process if investors invest in a solution without the intervention of

environmental forces.

Genetic drift operates on interactor and changes the genotype pool unpredictably. It
usually limits diversity because some genotypes become either eliminated or
expressed too much. There are two forms of genetic drift; the bottleneck effect and the
founder effect. When a small group of individuals breaks away from a larger
population and creates its own population in a separate location, rare genotypes could
be overrepresented in this newly "founded” population. If this new population is
isolated and interbreeds, then the resulting population could have a high frequency of
certain traits. For example, the Afrikaner (Dutch) population that settled in South
Africa had an abnormally high count of Huntington's Disease, because the first Dutch
settlers had a high frequency of the gene (compared to the original Dutch population).
(URL-1). Rockefeller developing the vertically integrated oil industry through
Standard Oil (Chernow, 1998) is a good example for the founder effect. Although,
Rockefeller had the vision of vertically integrating the oil industry, the organization
enabled this vision was the power of Standard Oil. As the practice was reproduced

through Standard Oil he was able to accomplish his vision. In this sense Standard Oil
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is the genetic drift for the industry by the effect of Rockefeller as the environmental

(imprinting) factor.
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Figure 4.3 : Founder effect as a genetic drift.

The bottleneck effect occurs when a random event, such as a natural disaster,
unselectively reduces the size of a population. The resulting population is much less
genetically diverse than the original population. Some alleles may become entirely

eliminated and some may become overrepresented.

Figure 4.4 : Bottleneck effect as a genetic drift.

Example: After the northern elephant seal almost went extinct as a result of extensive
hunting, the seal was placed under government protection. Since then, the population
has grown, but all the descendants have little genetic variation since so few elephant

seals remained (URL-1).

Evolutionary mechanism in Leipzig new media cluster explained by Bathelt and Boggs
(2003) is a good example for Wrightian drift. In the case of Leipzig new media cluster,
although, some of the local politicians and city planners interrelate birth of new media
cluster with the pre-War traditional industry, book publishing, the birth and growth of
the new media industry in Leipzig is more related to establishment of MDR
(Mitteldeutscher Rundfunk; or Middle German Broadcasting Service), a public
television and broadcasting network not the presence of former book publishing

industry (Denzer and Grundmann, 1999). Moreover, Leipzig had never played an
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important role in the television and film industry (Sagurna, 2000). Despite the lack of
tradition in media industry, development of new media cluster is quite interesting. The
new media industry developed around MDR, which became the anchor organization
in the cluster (Sagurna 2000; Schubert 2000; Bathelt 2001). The cluster firms were
deeply connected with MDR and with each other. Furthermore, they were also
connected to other actors in the region like new Leipzig convention center, which
indicated that there were strong vertical relations between the firms of the cluster. After
its establishment, MDR rapidly became the anchor organization in TV and media
industry in Leipzig, which was the one of the few economic sectors that grew in the
post-Reunification period (Sagurna 2000; Schubert 2000; Bathelt 2001).
Establishment of MDR worked as a drift and created a new population of firms through
MDR, like in the example of Standard Qil.

4.4.4 Lamarckian mutation directing mechanism

Lamarck directly linked the 'use and disuse' to effects of the environment on the
"habits" of an organism and, through the said habits, on the "shape and nature" of
phenotypes (e.g. body parts) additionally he considered these environment- effected

adaptive changes to be heritable (Koonin and Wolf, 2009).

As Lamarck said that "...nature shows us in innumerable...instances the power of
environment over habit and of habit over the shape, arrangement and proportions of
the parts of animals"” (Lamarck, 1984). Lamarck's idea of heredity is based on the three
phases starts with environmental impact, direct habitual change and lastly an
inheritable change.

Koonin and Wolf (2009) explained Lamarck's scheme in terms compatible with

modern genetics as;

1) environmental factors cause genomic (heritable) changes

2) the induced changes (mutations) are targeted to a specific gene(s)

3) the induced changes provide adaptation to the original causative factor

Obviously, the adaptive reaction to a specific environmental factor has to be mediated
by a molecular mechanism that channels the genomic change. This point also requires

attention while carrying the analogy to the organizational stream.
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Lamarckian way of evolution is different than Darwinian. In the Darwinian, the
environment is not the causative agent but a selective force that may promote fixation
of variations that are adaptive under the given conditions, on the other hand in

Lamarckian way environment directly creates variations.

Darwinian route is simpler and requires no specialized mechanisms to direct the

specific modifications (mutations) providing the requisite adaptation.

Despite the substantial mechanistic differences, the Lamarckian and Darwinian
schemes are similar in that both are essentially adaptive in the final outcome and they
are radically different from random drift (which may be denoted the "Wrightian
modality of evolution” (Wright, 1986).

Lamarckian evolution refers to the transmission of environmentally influenced
acquired traits. A common example used to explain this phenomenon is the length of
giraffe's necks. Giraffe's were originally short necked but each generation the adult
giraffes would stretch their necks to reach higher leaves that were left behind.
Stretching their necks resulted in the adult's neck being slightly longer (than if it had
not stretched). Importantly, according to the theory, this trait, longer necks, was
transmitted to the giraffe's offspring. Over many generations the necks grew
increasingly longer. In Lamarck's evolutionary view interaction with the environment
led to an inherited physical change in the organism. However, it has been a
controversy, recent studies on epigenetic inheritance has been increasingly understood.
With epigenetics there are not changes to a DNA sequence (mutations as we generally
understand them) but "tags™ are added to the DNA sequence that alters the expression
of a gene. Importantly, factors in the environment the organism is exposed to change
how these tags are added and this can be inherited across generations. So, there is a
way for an organism's environment to influence inherited physical changes in an

organism's future descendants.
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Lamarckian

Darwinian

Figure 4.5: Lamarckian evolution vs Darwinian evolution.

As mentioned, the adaptive reaction to a specific environmental factor has to be
mediated by a mechanism that channels the genomic change, heredity factors
(presence or absence of routines, know how, customs, social structure etc.) may disable
environmental conditions to work and may result in a disability to acquire the
necessary habit. In order this mechanism to be successful environmental forces shall

change the habits so that replication can work on that direction.

BSMI case of Pinch and Henry (1999) presents a good example of Lamarcian mutation
direction mechanism. Although, there were powerful endogenous factors like the
presence of local racing clubs and the tradition of engineering industries, the variation
that led to the technological superiority was the intervention of aerospace industry
through mobilization of its factor conditions. In the case, environmental impact of
technological disruption acted as a causative agent rather than a selective force and
directly changed genotypes of firms in BSMI therefore this causation is an example of

Lamarckian evolutionary mechanism.

Similarly, the case of American Mutual Fund Industry Lounsbury highlighted
influence of exogenous factor, professional money firms, as origins of variation. The
"professionalization project” of money managers was born as a result of developments
in portfolio management theory and financial economics (Whitley, 1986). This new
class of professionals promoted the emergence of performance logic through more
aggressive investing techniques in order to produce higher short-term annualized

returns (Mayer, 1968). Ways of saving for the future was quite different in the early

61



post-World War Il era in the American society. Most people used to deposit their
savings in a commercial bank, but it has shifted, and the mutual fund organizational
form has become a central financial institution in this shift (Lounsbury, 2002). The
main environmental influencer on the evolution of fund industry was change in the
economic domain after developments in portfolio management theory and financial
economics, but as this new logic and practice diffused through professional money
management firms. The performance logic (focus on short-term returns) was promoted
by growth funds by 1950s and around 75 percent of the growth funds employed
independent professional money management firms by 1960 (Burk, 1988). The mutual
fund industry dominated by conservative investment strategies was replaced by
aggressive strategies that promised more rapid growth. The environmental influencer
acted as causative agent rather than just a selective force and showed a Lamarcian

mutation direction behavior.

4.5 Within Group Fitness & Traditionalizing Forces

It is obvious that firms do not evolve in a vacuum but co-evolve with other economic
agents under an institutional setting (Freeman, 1995; Nelson, 1995). Both Setterfield
(1993) and David (1992) discuss how social norms emerge and regulate behaviors of
economic agents maintain itself through sustained social interaction and positive
feedback mechanisms. These institutional arrangements exist outside the boundaries
of individual economic agents as an efficient solution to common economic problems
and will emerge to co-ordinate economic activities (Granovetter, 1985; Essletzbichler
and Rigby, 2007). As interactors are bounded by the territory, territory sets another

selection environment for organizational interactors.

According to Hodgson and Knudsen (2010), “social structure refers to a set of
significant social rules, social relations or social positions involving a multiplicity of
individuals, with properties that are not properties of individuals taken alone” (p. 163).
The group of firms, social as communities, are not reducible to individual memories
because those individual memory fragments are not fully meaningful or effective
except in the context provided by the fragments stored by other members (Winter,
1982).

Once social structure is established then it draws conformist actions not only normative

but also informative, that relates individual behaviors to prominent conventions within
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the group. Without such a social structure, conformist pressures would be less
significant. Hodgson and Knudsen (2010) define three informative rationales related

to conformist behavior

1) As Simon (1990) states individuals within group enjoy local information
broadcasting, utilize possible capacity and acquire skills which are received
through social channels and by this way achieve a fitness advantage

2) Baron et al. (1996) show that individuals increase their probability of imitating
others when there is a lack of information under uncertainty and difficult

conditions which is also consistent with Asch's seminal experiments in 1950s

3) Henrich and Gil-White (2001) suggest that successful individuals are copied
among groups, actions of successful individuals may spread more rapidly than
others, individuals avoid cost of learning by shortcutting the haphazard processes

of trial-and-error learning

As organizational behavior is based on learning or adaptation based on organizational
experience (March and Simon, 1958), this conformist approach reduces friction on
diffusion of genotype and mediates retention. On the other hand, solidification of
imprint will also bring what Stinchcombe (1965, p. 169) called “traditionalizing”.
Stinchcombe (1965) defined traditionalizing forces as events subsequent to founding
which solidify the imprinting effect. Imprinted behaviors follow a population level
prescribed behavior that has been accepted as appropriate (Stinchcombe, 1965;
Boeker, 1989). There are several major schools, theories and concepts that is related
the phenomena, as institutionalization (Meyer and Rowan, 1977; DiMaggio and
Powell, 1983) or inertia (Hannan and Freeman, 1977, 1984). The result of the process
depends on the strength of traditionalizing forces, for example, Boeker (1989) showed
that traditionalizing forces are weaker among younger firms and those with newer
CEOs and divergence from an imprinted strategy was more likely. On the other hand,
after solidification of imprint, the structure may turn to be conservative and
unresponsive to change, that mean habits and customs of a population become resilient
and may establish a barrier to social and environmental change (Hodgson and
Knudsen, 2010). Loundbury’s (2007) study of mutual fund industry was a categorical
example of the resilience of social structure. He showed that trustee logic rooted in

financial culture of Boston and its Brahmin elites blocked the firms to adopt to shifted
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industry attention toward short-term performance instead of long-term conservative
approach. Understanding the tension requires a deep analysis of the roots of mutual
funds. At the beginning, all mutual funds were organized and operated along the
trustee logic and provided service to wealthy families focused on capital preservation
and the intergenerational transfer of wealth, as opposed to short-term gain (Holbrook,
1937). Moreover, Boston’s deep orientation on trustee logic has deep roots in the
financial culture of Boston and its Brahmin elites which blocked them to acquire
performance logic and new financial practices (DiMaggio, 1981, 1982). Actually,
Bostonians were far from class mobility and opportunism that characterized Wall
Street and see themselves less as capitalists and more as stewards of their descendants’
wealth (Henriques, 1995). In the early years, the mutual funds were organized and
operated along the lines of the trust business that provided fiduciary management
services to wealthy families and was distinguished for its focus on capital preservation
and the intergenerational transfer of wealth, as opposed to short-term gain (Holbrook,
1937). This financial culture of Boston and its Brahmin elites blocked the firms’
attention to the transforming industry standards towards short-term performance
instead of long-term conservative approach, exclusive upper-class clubs also mediated
the persistence in the main logic. Creation of this persistence shows a good example

of strong within group fitness forces.

Another example is work on directorship networks (Marquis, 2003). He identified
three social institutions that may contribute to the persistence in local network
connections: exclusive upper-class clubs (Kono et al., 1998), banks (Mintz and
Schwartz, 1985), and local arts and culture organizations (Ostrower, 2002). His study
showed that dictorialships established prior to the advent of air travel technology have
preserved locally focused networks different than more recently established
communities, which is a pattern maintained by emulation of locally legitimate
templates of action (Marquis, 2003). This research enables us to theorize inhibitory

function of social forms on new variations.

4.6 Retention mechanism

Successful genotypes not only increase survival rates for an organization but also its
spin-offs. Through rounds of selection (Porter, 1990) the spin- offs help create stable
clusters with firms that through generations can dominate an industry nationally or
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even globally (Boschma and Wenting, 2007; Buenstorf and Klepper 2005; Thompson
and Klepper, 2005; Dahl et al., 2003, 2005).

Although punctuated equilibrium change can be observed smoothly at higher levels of
aggregation its installation takes place at micro levels between individuals or firms in
local territories or networks (Rafiqui, 2009). Network interactions reproduced over
time and across a number of actors (Ahuja et al., 2012). According Marquis (2003)
new entrants follow existing structural patterns of prominent network members and
such reinforcing mechanism creates an enduring variation in the network and probably
mediating knowledge flows or access to information. Therefore, it is important to

address the reinforcing mechanisms of economic evolution at the level of collectives.

Organizations can be characterized by emergent properties and capacities that are not
possessed by individuals taken separately but that stem from the structured relations

and causal interactions between the individuals involved.

“The replication of routines includes the replication of organizational dispositions to
activate cue-triggered patterns of behavior within the organization as well as the
replication of social positions that define roles associated with individual interactions
and the performance of routines” (Hodgson and Knudsen, 2010, p. 142). Replication
can mean copying routines among plants of companies or the imitation of routines that
work well elsewhere. The movement of workers between organizations or the hiring

of consultants to transfer knowledge are mechanisms for routine replication.

In the case of British motor sport industry, need for knowledge supremacy creates a
frictionless reinforcement process through diffusion of aviation-inspired technologies.

Knowledge about design, production and operation of racing cars are mostly possessed
by designers, engineers, fitters and mechanics and carried by them, the main

knowledge dissemination processes are listed as (Pinch and Henry, 1999).
1) High staff turnover

2) Information leakage through component suppliers

3) High rate of new firm formation after failures

4) Informal collaborations

5) Information gained through personal contacts
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6) Observations during races

At the end of each season there is usually high staff exchange occurs between
companies, some of them move with drivers and even some firms employ specialist
on short terms just to gain knowledge about other teams (Pinch and Henry, 1999).
Staff exchange act as carriers of crucial information between companies and it
is quite often in BMSI, analysis of professional career histories showed that the
average move during the career is eight which equals to 3,7 years between companies
(Pinch and Henry, 1999).

On the contrary, the acquisition of routines involves new conditional mechanisms that
enable new responses to new types of information inputs rather than merely new
information inputs to address existing challenges. Because routines need to be
implemented in different organizational contexts and copying is imperfect, the number
of potential responses to information input expands. Routine acquisition requires
absorptive capacity and will induce copying errors and modification to fit with existing
routines and cultures. If absorptive capacity is lacking or existing routines are too
dissimilar to allow copying, the process may fail. Habits and routines are replicators
at different levels of analysis, with habits attaching to individuals and routines to

organizations

Learning activities in a region is accomplished through mobility of human capital, as
a side effect of routine business activities and transfer of information via informal local
networks in which trust among agents facilitates diffusion of knowledge at the region
(Boschma, 2004). Hence, like in the example of Third Italy a large stock of social
capital favors interactive learning and knowledge spill-over, which allow many low-
tech firms to survive and prosper (Morgan 1997; Asheim, 1999). The role of social

conditions (e.g., mutual trust) is critical for learning mechanisms in the region.

Knowledge diffusion mechanism in Leipzig book publishing is a good example for
retention. The process, which was used to cast movable metal type mill was complex.
In order to produce the suitable metal type, printers needed a type of alloy which was
strong and ductile; hard and nonporous; non-corrosive and maintained the plane-
parallel shape of the castings when cooled (Dittmar, 2011). This know-how was a trade
secret and the printers, who established presses in cities across Europe were almost

exclusively Germans. Most of them had been apprentices of Gutenberg and his
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business partners in Mainz, or had learned from former apprentices (Dittmar, 2011).
As these apprentices looked for new urban markets, the geography of production and
local economies had changed dramatically. The demand for new suppliers as type
casters, press manufacturers etc. put its stamp on urban division of labor, and as a
result, Leipzig not only became an important trade center but also one of the Central
Europe's earliest book publishing sites (Bathelt and Boggs, 2003).

Organizational background of founders in a geographical setting is studied widely in
the literature. One of the pioneers highlighted the economic importance of the
entrepreneurs based on technical innovation was Schumpeter (1934). The skills and
routines of the specific industry that are carried by the founders will be likely to
influence the new firm’s future development and success (Dahl et al, 2003). In most
of the cases of clusters, founders of new firms have an occupational history within the
same industry, this type of entry is labeled as spinoffs. Klepper (2001) has identified
three sources of spin-off motivation. The first one is agency costs in which employees
that find a novel idea or make an innovation initiate their own firms. The second source
is organizational, organizational problems or inertia faced by the employee, in this case
employee is likely to address missed opportunities or overcome organizational
difficulties by founding a new firm. The third source is employee learning which is
more common example for old industries. The entrepreneurs may be motivated to
found a competing firm, when the parent company enjoys a growth of demand for its
products and services, employees are motivated to open up their business in order to
meet the increasing demand. Growth, especially fast growth of industrial cluster in a
certain product group, indicates the market opportunities for additional competitors
(Romanelli and Schoonhoven, 2001). It is expected that entrepreneurs will probably
not only replicate the primary product or service of the parent but also count on the
daily business routines and organizational structure of the parent company they are
familiar with to reduce the risk of failure (Dahl et al, 2003) by this way legacy of parent
company is imprinted on the new firm and organizational routines are reproduced. In
this sense capabilities of new firms are shaped by the experiences of the founders
(Helfat and Lieberman, 2002).

There are several examples showing the spin-off effects of geographical industry
evolution. An example is study of US automobile industry by Carroll et al (1996). The
automobile industry hosting more than 500 firms in the early years consolidated to
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only 9 firms in 1941. Today, four large producers of US are located in Detroit and they
can be traced back to the very successful early entrants that are established in Detroit
(Klepper, 2002). Another example is well known case of Silicon Valley that spun off
from Fairchild Semiconductor which was a spinoff of Shockley Transistor (Dahl et al,
2003).

The phenomenon indicating that the founding of a new firm is related to the founder’s
past experience also has a spatial aspect. Most of the entrepreneurs tend to establish
their new firms in the same territorial area where their parent company is located
(Sorenson, 2003). At this point role of social network relations are vital for founding
firms. Social relations are facilitators of Marshallian agglomeration externalities and
decrease the cost of acquiring of industry-specific knowledge, human capital or even

financial capital and increase the access to customers (Sorenson, 2003)

It could be expected that social relations facilitate the diffusion of organizational
routines or increasing the supply of demanding products through spin-offs, thus
entrepreneurs will be produced within the region by parent organizations. This means

that a region’s future will be closely determined by the spin-offs.

Klepper (2007), Boschma and Wenting (2007) provide empirical evidence that
information can be replicated through spin-offs by this channel information stored in
products, processes and firm routines can be transferred. Spin-off is one way to transfer
information, other ways could be labor mobility (Boschma et al. 2009), input-output

relations, localized learning activities or knowledge spillovers (Maskell, 2001).

The new media industry was born through re-organization of Leipzig’s local assets
and interactive learning and became the one of few economic sectors helped Leipzig’s
economic growth after reunification, the education institutes supporting local learning
listed below (Bathelt, 2002).

- The University of Leipzig (Institute for Communications and Media Studies)

- Hochschule fiir Technik, Wirtschaft und Kultur (HTWK—College for Technical,

Economic and Cultural Studies)
- Hochschule fiir Graphik und Buchkunst (College for Book and Graphic Arts),
- Fachschule der Deutschen Telekom (German Telecom Training Centre),

- Fernsehakademie Mitteldeutschland (Middle German TV Academy),
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- Medienakademie Leipzig (Media Academy Leipzig)
- Sdchsische Akademie der Werbung (Saxon Marketing Academy)

The higher education institutes and special training programs not only supported
creation of specialized knowledge base in media but also practical experience through
joint research projects with media firms from TV and film production, multimedia and

internet applications (Bathelt, 2002).

The graduates from these institutions create a specialized knowledge base in a wide
variety of media-related fields. The students were able to gather practical experience
during their studies and conduct research projects together with local media firms,
especially in the area of TV and film activities and multimedia and internet
applications, moreover another way to gain practical experience for many students was
having part-time jobs or work during semester breaks which in turn was also beneficial

to local media firms in terms of knowledge acquisition (Bathelt, 2002).

In 1998, a joint bureau for start-up consulting and finance (ugb- the
Unternehmensgriinderbiiro) established by the Leipziger Sparkasse (an important local
bank), the City and County of Leipzig and an industry association, the state programs
such as Saxony’s Filmforderung provided financial support for film festivals,
furthermore European Social Fund of the European Union provided financial support
for start-ups (Bathelt, 2002). These initiatives served to establish an attractive
environment for new entrants and spinoffs and played an important role to reinforce
the imprint of MDR. Bathelt (2002) classifies start-up activities in 6 segments listed in
the table 4.3.
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Table 4.3 : Segmentation of start-up activities in Leipzig (Bathelt, 2002).

Utility for
No  Segment Definition knowledge
dissemination
. Optimistic local entrepreneurs who wanted to realize
Euphoric local L o . .
1 market opportunities within their local environment, Low
start-ups havi . -
aving strong community spirit,
Lo_caI . . Founders have an applied product-related know-how in .
2 university spin- hich id directly related High
offs which Start-up idea was directly relate
Forced Non-visionary entrepreneurs, they enter areas which does
3 entrepreneurs not require technical knowledge, high Low
from Leipzig entry costs
. The founders had been in the film and TV business for a
Split-offs  of | - d had ired .
4 former State- oN9 time and had acquired experience High
directed firms during the DDR. With the re-unification,
they preferred to establish their own business
They were
MDRtreIated established as subsidiaries of existing firms from West -
5 establishments . : High
Germany to acquire contracts from or offer services to the
from West
MDR
Germany
Other branch other media firms
6 establishments  establishing branches in Leipzig which are not directly Hiah
from West related to the MDR and its TV and g
Germany film activities.

In 2000, the Media City Leipzig was established as an incubator and technology center
with 36,000 m2 of office space, workshop and studio space for TV and film-related
firms (Schubert, 1999; Media City Leipzig, 2000). The facilities provided not only
working areas for firms but opportunities for interfirm communication, knowledge
transfer and interactive problem solving, furthermore MDR also forced its his
subcontractors and suppliers to establish their business in the Media City (Bathelt,
2002). Addition to Media City Leipzig, the media center called The Medienhof
Leipzig-Stotteritz housed 20 firms, Business & Innovation Centre Leipzig (BIC
Leipzig) in Leipzig-Plagwitz provided workspace for mostly for start-ups (Schubert,
1999, 2000).

In the private media clubs, which primarily limits participation to media people,
professionals from media industry gather after work and share their ideas, discuss on
project Bathelt (2002). This business circles most probably act as an incubator for new

knowledge creation and new start-ups.

The cluster literature provides either a singular historical analysis or evaluation of the
present microeconomic environment. But only recognizing that history matters does
not help to understand how it matters (Jones and Khanna, 2006; North, 1990). On the

contrary making ahistorical analysis of microeconomic environment of the cluster also
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exclude the historical influences and detain us to reach a full understanding of the
present situation. The aim of the thesis is to conceptualize a model integrating
microeconomic environment with the history through imprinting theory. This model
contributes to the existing body of research by providing an insight into how and why
the history influences the present functioning of the microeconomic environment of

clusters via integration of the ecological mechanisms.
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5. RESEARCH DESIGN

As discussed in the earlier chapters, understanding the economic and social setting of
clusters requires revealing historical underpinnings which does not only encompass
initial conditions but also include conditions in sensitive periods. The body of literature
dealing with the question of how shifts in economical, technological and institutional
conditions leave their marks on clusters is still developing. Moreover, this subject
appears to be in the chasm among organization theorists and business historians, thus
bridging the gap requires an interdisciplinary view of both organization theory and
history. The theory of imprinting has a disparate literature and the model presented by
Tilcsik (2013) bring this literature to guide toward a multilevel theory of imprinting.
In this sense model presented in this study aimed to examine the phenomenon, develop
new ideas on the theory and move toward refined research questions with creation of
a mental picture of model constructs. Moreover, after concluding on refined research

questions our aim is to enrich the theory’s explanation.

Suddaby (2016), while conceptualizing “historic turn” in management theory, notes
the importance of capturing historical fact and social fact together and creating a
mutual understanding of how each faction contributes to knowledge about the world.
He also identifies bridging constructs within the existing works of historians and
organizational theorists as rhetorical history, organizational legacy, and ANTi-History.
Here organization legacy studies are important to understand the endurance in a
changing environment. Legacy studies provide explanations towards unique elements

of today’s economic regions that were carried overtime.

Organizational legacy studies with linkages to spatial and historical factors of an
economic region provide explanations for competitive behavior (Suddaby, 2016).
Porter’s (1998) study on competitive advantage of Dutch sea transportation, which is
explained through maritime history or Saxenian (1996), comparative analysis of the
local histories of Silicon Valley and Boston while explaining technological outputs are

good examples of establishing local competitive structure and their roots to history.
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From this perspective we explain historical triggers shaping the spatial setting of the
cluster in our study while considering that the setting of the cluster including
production specialty, division of work, social norms etc. are themselves products of
the local interactions taking place under technological, economical and institutional

conditions.

5.1 Defining Type of Research: Qualitative vs Quantitative

The main assumption on social life is also important to define the type of research
process. Quantitative research principles more rely on positivist principles and mostly
utilized for explanatory studies which employ variables and hypotheses. On the other
hand, qualitative analysis are based on principles from interpretive or critical social
science, where “cases and contexts” in the natural flow of social life are emphasized

(Neuman, 2014).

In both research types we collect empirical data and reveal patterns to reach a better
understanding of social life, but our research on historical imprints does not follow a
path containing validation of separate data with the theory but explore the theory to
enhance it with the empirical findings. In this path, main concern is not reaching
independent and generalized outcome through statistical analysis but reaching a deep
understanding of the phenomena on few cases with a thematic analysis. The main
differences between two approaches are summarized in table 5.1. We focus on local
interactions, events and try to bring social facts and historical facts together in a
meaningful way. Since our intention is to reach a deep understanding of the
phenomena, qualitative inquiry becomes more suitable with the aim of the study.

Table 5.1 : Quantitative approach vs qualitative approach (Creswell, 2007).

Quantitative Approach Qualitative Approach
Measure object facts Construct social reality
Focus on variables Focus on events

Reliability is the key factor Authenticity is the key factor
Value free Values present and explicit
Separate theory and data Theory and data fused
Independent context Situationally constrained
Many cases Few cases

Statistical analysis Thematic analysis
Researchers detached Researchers involved
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Denzin and Lincoln (2005) define qualitative inquiry as follow:

Qualitative research is situated activity that locates the observer in the world.
It consists of a set of interpretive, material practices that make the world visible
These practices transform the world. They turn the world into series of
representations, including fieldnotes, interviews, conversations, photographs,
recordings, memos to the self. This means that qualitative researchers study

things in their natural settings, attempting to make sense of or interpret,

phenomena in terms of meanings people bring to them. (p.3)

In qualitative studies there are several approaches classified by different authors as
presented in table 5.2. For example, Denzin and Lincoln (2005) organized approaches
into eight categories: Ethnography, case study, grounded theory, life history, narrative

approaches, action research and clinical research. Examples of classifications are listed

via table 5.2.

Table 5.2 : Classification of qualitative studies.

Author

Classification

Miles & Humberman (1994)

Denzin & Lincoln (2005)

Creswell, 2007

Interpretivism

Social Anthropology
Collaborative Social Research
Performance, Critical and Public Ethnography
Interpretive Practices

Case Studies

Grounded Theory

Life History

Narrative Authority
Participatory Action Research
Clinical Research

Narrative Research
Phenomenology

Grounded Theory
Ethnography

Case Study

According to Creswell (2007), these are pure approaches and researcher may choose
to integrate more than one approach within a single study. As Yin (2003) commented,
the case study can be utilized if the researcher deliberately wants to uncover the
relevance of contextual conditions alongside with the phenomenon of the study. From
the perspectives of focus, type of problem, unit of analysis and data collection

procedures, a historical case study research becomes the most convenient approach for

the thesis.
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In our study we try to enhance our understanding of the spatial behaviors formed
within a cluster with its historical roots (imprints). This effort needs exploring the
cluster as a contextually bounded system over time. Moreover, the enhanced
framework established to develop the imprinting phenomena requires a deep
understanding of the mechanism with its mediators and necessitates using multiple
sources, mostly secondary, but also, primary. Comparisons between clusters is
necessary to demonstrate the causality between changes in economic and social
landscape over historical time and the trajectory of different clusters. From this
perspective, historical-comparative analysis would help us to enhance our insight
about this diverse social phenomenon. Making comparisons to clarify whether
evidence is idiosyncratic or consistently replicated is strength of multiple case
experiments (Eisenhardt, 1991). It is also possible to provide definitions and
appropriate levels of construct abstraction from multiple cases (Eisenhardt and
Graebner, 2007).

Historical-comparative analysis is an important research approach in the social
sciences, especially in political science and sociology which, works at the meso- or
macro-level and employs variety of comparative and within-case methods provides

great contributions to our understanding of the social world (Lange, 2013).

5.2 Historical Comparative Analysis (HCA)

Comparative-historical methods have been applied for a long time, among the pioneers
of which Adam Smith came forth. Weber and other classical theorists influenced
comparative-historical researchers, analyzing social phenomena such as scientific
revolutions, social change, and democratic movements during the nineteenth century
and by this way, comparative-historical analysis emerged as a new research tradition
(Lange, 2013). Types of comparison in comparative-historical analysis are presented

in figure 5.1.
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Small-N Comparative Model

v v
Millian Narrative
Nominal Ordinal / Interval | | Process Oriented Mechanistic Ideal-Typical

Figure 5.1 : Types of comparison in comparative-historical analysis (Lange,
2013:86).

The main type Large-N and Millian the subtype of Small-N are based on statistical
analysis, they operationalize and test relations between independent and dependent
variables, on the other hand they provide little insight about mechanisms (Lange,
2014).

Even though narrative studies have a disadvantage in generalizing causal arguments,

they posses several advantages (Abbott, 1995; Mahoney 2000; Rueschemeyer and
Stephens, 1997):

Comparing a holistic phenomenon

In-dept understanding of actual path leading to the results

Highlighting influence of past events

Analyzing mechanisms

Interpreting major changes and founding conditions in economical, technological and
institutional landscape and revealing how these changes influence spatial evolution
requires exploration of actual causal mechanisms and highlighting the most influential
mediators. Following the exploratory study approach, a narrative type of a historical
comparison analysis will allow us to understand the mechanisms by which historical
imprints influence the current attributes of clusters. For example, in Dobbin’s (1994)
analysis of railroad policy we can trace the results of policy decisions reflected in
deeper cultural traditions and corresponding political structures during the formation
period in three different countries France, USA and Great Britain. Comparisons
provide explanations for the country-specific patterns, which are remained largely
intact, despite subsequent changes observed in the environment. Another good
example of showing appropriateness of historical comparative analysis is Lounsbury’s

(2007) study on mutual funds. His study showed how the strategies of mutual funds

77



differed between Boston and New York depending on the historical cultural imprint in
those cities. Gorski (2003) used narrative comparisons in study of religious doctrines
and he explained how three events (the Papal Schism, the Protestant Reformation, and
precisionist revolutions) affected state bureaucratization (institutional structure and
organizational capacity). Such a comparison of different mechanisms and revealing
the causally relevant factors cannot be conducted with numbers, contrarily a greater

attention to the descriptive details of the mechanism must be identified.

Lange (2013) identifies three main subtypes of narrative comparison as process-
oriented, mechanistic and ideal-typical according to the object of comparison and
provided information about their analytic benefits. In process-oriented comparison the
focus is on exploring wide array of potential causes, whereas mechanistic comparison
aims to understand mechanisms and the contextual factors affecting these mechanisms,
lastly, ideal-typical comparison combines elements of the previous two, as it can be
used to explore similarities and differences, but focuses on particular factors (Lange,
2013).

HCA mostly utilize secondary data sources like written historical books, articles,
eyewitness accounts, life stories but also may need primary sources like interviews or

observations.

5.3 Reliability and Validity of the Study

Neuman (2014) considers reliability and validity as notions that are desirable aspects
of measurement and used for establishing the truthfulness, credibility, or believability
of research findings.

Reliability is much more about consistency. From quantitative perspective it suggests
the replicability of the same outcome under same conditions. On the other hand, from
qualitative perspective consistency is much more related to how observations made
without being discursive or fluctuating. Qualitative inquiry accept that data collection
process is interactive and unique and different researchers or researchers who use
alternative measures may find distinctive results, which can reveal different

perspectives of a subject matter (Neuman, 2014).
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Validity in quantitative studies is about the truth, correct fit of empirical indicator to
its corresponding conceptual definition. For qualitative researchers, validity is

authenticity, Neuman (2014:218) defines authenticity as follow:

“Authenticity means offering a fair, honest, and balanced account of social life from

the viewpoint of the people who live it every day.

Therefore, a detailed view from people’s life and how they interpret the events become
more important. For historical comparative researchers, utilization of both internal and

external criticisms is important to show whether the evidence is real.

Neuman (2014) defines features of a measurement process for validity as being
plausible, good enough, understandable by many other people and this process should
be supported by diverse pieces of empirical data. At this point, triangulation which
was originally conceptualized by Webb et al. (1966) is a promising approach to capture
the validity issues. The concept is adopted from sailors who measure distances
between objects by taking observations from multiple positions. Anologous to them
social researchers use the same principle by observing from multiple perspectives
rather than looking from a single perspective (Neuman, 2014). Similarly, Bryman
(2012) defines triangulation as using more than one method or source of data in the
study of social phenomena.

In our study, utilization of all sources are important for reliability and validity of the
study. Reports of government agencies, journals of cluster associations, historical
books on regions, literature on cultural, technological and economical change are all
incorporated with on-site interviews and triangulated to reach a fair, honest, and

balanced interpretations.

5.4 Research Path

A linear research path is common for quantitative studies. By contrast, for qualitative
research studies a nonlinear research path is often necessary. But, before the
assessment of the research path, it should be acknowledged that in the case-oriented
approach cases are placed at the center rather than variables. Thus, we examine many
aspects ad acquire in-depth knowledge of a few cases instead of precise measures of a

huge number of cases. We should also emphasize two challenges, first, “messy”
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natural settings of cases and second, utilization of diverse materials and methods
(bricolage) to provide understanding towards the imprinting phenomena.

In a nonlinear path, backward and forward steps are necessary to advance in the
research topic, which does not mean moving disorganized, but being naturally creative
and spontaneous (Neuman, 2014). A typical sequence of a qualitative inquiry process
is visualized in figure 5.2. As the study will follow historical comparative analysis
with a qualitative approach and will try to explain the phenomena with a model, we
will start with broader perspective and specify during the research, we will interpret
the data and search for adjustment of the conceptual work, thus the research path
described by Braynman’s (2012) has been followed in the empirical part of the thesis.

| General research question(s) ‘

A 4
| Selection of relevent site(s) and ‘
subjects

L
|~|

| Collection of relevant data

| Interpretation of data ‘
A

| Conceptual and theoretical work

Enough for
conclusion?

Yes

Tighther specification of the
research guestion(s)

| Writing up findings / conclusions ‘

Figure 5.2 : Research path adopted from Braynman (2012).
5.5 Selection of Research Sites

The qualitative researches have specific aim on the selection of samples rather than
having a random sample as it is often the case in most quantitative studies. The logic
of the qualitative sample is generally deepening the understanding about a larger
process, relationship, and provide valuable information or new aspects on the subject.
The central concern is on the subject rather than the representativeness of samples.

This is a theoretical sampling method without a representative strategy and the aim is
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to refine ideas and extend emergent theoretical frameworks. Therefore, the selection
of research sites depends on our research topic.

Pettigrew (1990) discussed practical solutions in carrying out longitudinal field
research on change in organizational settings and suggested four guiding decision rules

to help choice of research sites:

1) Choosing polar types

2) Looking for extreme situations, critical incidents and social dramas
3) Including high experience

4) Being more informed on research sites.

In our study as our interest is in enhancing our understanding towards historical
imprints, by which we will try to reach a fuller picture on organizational collectives by

connecting different time periods.

First guiding principle is choosing polar types. Pettigrew (1990) asserted that
conducting longitudinal studies on change is not a straightforward matter, rather it is a
multilevel and dynamic phenomenon, as polarity would help to understand the
phenomenon more clearly. In our study, we have chosen Izmir and Konya footwear
clusters. Firstly, both regions possess not only different geographical conditions but
also economic and social conditions and followed different developmental patterns.

These differences are explained in detail within the cases.

Second guiding principle is suggesting going for extreme situations, critical incidents
and social dramas. Pettigrew (1990) noted that these points of ruptures provide a
transparent look at the growth, evolution, transformation, and conceivably decay of an
organization over time. In our study, the first step is to identify main environmental
influencers, in other words, incidents and dramas. Moreover, these incidents not only
provide information about the social system but also contextual backdrop in which we

can enhance our understanding of the relative routines.

Third guiding principle is including experience in study. The research settings planned
for this study is footwear clusters, As the shoe production industry is mostly a
traditional industry and found as geographical clusters, we can trace structure of

clusters in history. The reasons behind selection of this research settings are:
- Shoe making industry is very traditional and one of the oldest industries
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- Shoe making industry is based on co-localized apprenticeship and learning from
master, we can expect to find some features of business environment, institutional

setting and apprenticeship relations as imprints
- Shoe industry is generally organized as clusters

- Literature provide several references for studies on footwear clusters, some of

which are highly cited

The last guiding principle, being more informed on research sites, is much more a
suggestion rather than decision rule in order to have a more efficient data collection
process and increase the success rate of study. Pettigrew (1990) suggests a low-cost
pre-survey to have wider view on problems and experiences in the research setting, to
establish a network of relationships and to increase empirical information prior to
selection. In our study before data collection, a preliminary survey and site visit was
conducted. Before the visit Gaziantep was a potential research site, but after the site
visit concerns arise regarding its practicality. Firstly, it was observed that the local
cluster is not well organized, and it was hard to find interlocutors to conduct interview
on cluster organization. Secondly secondary analysis showed little or none evidence
towards historical development of region. Lastly development of the clusters is
relatively new and would not provide enough comparable evidence towards historical

ruptures.

5.6 Data Collection and Analysis

In this study, data collection and analysis will be conducted in 4 stages presented in

the figure 5.3. Findings are presented in the next section.

Step 1 Step 2 Step 3 Step 4

Data Collection (On-
Preliminary Site Preparation of site terviews, .
Research Interview Questions observations, secondary Analysis of Data
data)

Figure 5.3 : Data collection and analysis process.

5.6.1 Preliminary site research

The first step is to conduct a preliminary analysis. The aim of conducting a preliminary
site research is to be more informed about research sites as suggested by Pettigrew

(1990). This phase is designed to offer a comparable understanding of the problems,
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prospects and a range of experiences along with historical reflections of environmental
features. In the preparation of question list, Porter’s Diamond model of spatial
clustering and Malmberg& Maskell’s localized learning framework are also utilized.
The first discussions were made with two professionals, who had a total of 80 years of
shoe production experience. After these discussions, three site visits were conducted
to Konya, Izmir and Gaziantep. The preliminary site research questions are presented

in the appendix A.

5.6.2 Preparation of interview questions

First phase served to define the scope of a more extensive study. Interview questions
were determined after the analysis of first phase results and in accordance with
research questions. In this study, aim is to extend main debates on evolutionary
economic geography with a synthetic model of geographic evolution. In this vein,
multiple concepts from evolutionary biology and evolutionary economics brought
together in this exploratory study. Interview questions shaped according to main
debates offered by multi-level imprinting theory (MLIT) and evolutionary model of
economic dynamics. In order to increase the relevancy and appropriateness of
preliminary questions, a group discussion was conducted with two academicians and
a professional with experience of more than 40 years in shoe production and question

list was refined accordingly. Interview questions are presented in the appendix B.

5.6.3 Data collection

According to Creswell (2007) all forms of data could be grouped into four basic types
of information: observations (ranging from nonparticipant to participant), interviews
(ranging from close-ended 'to open-ended), documents (private or public), and
audiovisual materials (including materials such as photographs, videotapes etc.). Yin
also refers to six forms: documents, archival records, interviews, direct observation,

participant observation, and physical artifacts.

In our study on site visits to producers, chambers or associations provided valuable
nonparticipant observations, moreover published documents and audiovisual materials

are also heavily utilized along with open-ended interviews.

Interviewees are selected purposefully according to their experience in the industry,

their participation in cluster initiatives and position in cluster organization. During the
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preparation of list of interviewees, purposive sampling method is utilized, this method
is used in cases where reaching subjects with the target characteristics is important.
The first list is developed before the site visit, interviewees are informed, later, the list
is elaborated on-site according to feedbacks of the most recommended interviewees
and availability of to respondents in order to reach a convenient sample. On-site visit
dates and interviewees are presented in the table 5.3.

Table 5.3 : List of interviewees.

Interviewee No  Site Name Title
INO1 Konya Faruk Ambar Company Owner
Ali Osman
INO2 Konya Avsar Company Owner
INO3 Konya Hiiseyin Ata Company Owner
INO4 Konya Yavuz Karaday: Compgny Owner / President of Stitcheries
Association
. Company Owner / Trade Chamber and
INOS Konya Ali Deresgy Industry Chamber Comitee Member
Selman Company Owner [/ Industry Chamber
IN06 L Eryilmaz Comitee Member
Mustafa
INO7 Konya Eryilmaz Company Owner
INO8 Konya Erdogan Stirer ~ Company Owner
INO9 Konya Riza Ata Company Owner
IN10 Konya Hasan Uzman Company Owner_/ !:ormer President of Shoe
Producers Association
IN11 Izmir Selim Siradagli  Company Owner
. - Company Owner / Former President of
IN12 Izmir Faruk Hanoglu Aegean Shoe Industrialists Association
IN13 Izmir Hakan Oztirk ~ Company Owner
IN14 Izmir Tamer Tarcan Company Owner
IN15 Izmir Ayhan Yalin Company Owner
IN16 Lzmir Hiiseyin Quality Controller of FLO / former company
Akpnar owner
IN17 Izmir Levent Cevikel Company Owner

5.6.4 Analysis of data

To reach a comparable understanding of historical reflections of environmental

features and localized routines among cluster firms, we will utilize the conceptual

model presented in the section 4 and operate the analysis in both region and

organizational levels. In the presentation of findings, the process in the figure 5.4 will

be followed.

Step 1

Step 2

Step 3 Step 4

Describing the shoe
production in Turkey

Analysis of historical
influencers

P

P

Locating possible
imprints

Deep analysis of
possible imprints

Figure 5.4 : Process for data analysis and presentation of findings.
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In the data analysis, first step is to picturize the background of shoe production in
Turkey to enhance our understanding towards context. Facts and figures presented in
the first step will be providing insights towards performance of the industry in time
and space. Secondly, major changes and founding conditions in economical,
technological and institutional domains (sensitive periods) will be analyzed to reach a
comparable understanding of historical reflections of environmental features and
localized routines and locate possible sources of imprints. As it is not feasible to
analyze all imprints, most promising options will be selected. Interpreting the changes
and their reflections will allow us to follow deeper analysis of possible imprints and
their mechanisms which are conducive in the attributions of success or failure.
Following the exploratory study approach, findings will be presented in a narrative
type of a historical comparison. In this comparison we will enhance our understanding
with secondary analysis of other case studies in footwear and fill the knowledge gaps

if necessary.
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6. FINDINGS

6.1 Shoe Production in Turkey

Due to its qualifications as a compulsory and semi-durable consumer product,
footwear is a highly tradeable product. Quality, brand, color, model, which are among
the main features that consumers attach importance to their purchasing preferences,
make shoes an integral part of fashion. In Turkey shoemaking was born as a craft
branch and maintained this feature until the beginning of the 20th century (Ozgdrekgi
and Ongiit, 2005). According to the State Planning Organization Leather and Leather
Products Industry Commission Report, 15% of the shoes produced by fully
mechanized enterprises, 70% by semi-mechanized enterprises and 15% by enterprises
without any machinery. In order to maintain the development in leather and leather
products industry, there is a need to increase exports and production more in

comparison to other sub-sectors in the leather industry (Oz¢érekei and Ongiit, 2005).

The shoe industry has a total (domestic and foreign) trade volume of 2.3 billion dollars
and creates employment for 400 thousand people. Although there are nine shoe
standards prepared by the Turkish Standards Institute, these standards are not
mandatory. Classification in the shoe industry is generally slippers, boots (industrial,
security and military), children's shoes, women's shoes and sports shoes. Shoe
producers which are at the heart of shoe industry are mainly an assembly industry,
linked to them there are sub-industry enterprises and companies that provide services

to the main enterprises producing shoes (Ulusoy, 2002).

According to the Ministry of Development sector classification, the footwear industry
includes production of all kinds of footwear worn to the foot, including those made
from rubber and / or plastic raw materials (Geng 2005). According to the United
Nations ISIC Rev.3 classification, parts and parts of shoes, such as soles, heels and
uppers, are included in the shoe industry. See table 6.1 Apart from these parts, a large
number of products are used in the production of shoes such as ties, clasps, zippers,

glues, heels, nails, cutting tools, molds, and textile, wood, metal, chemical, machinery
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and so on classified under other industries. Actually with regard to consumer
preferences the industry is subject to various classifications using different criterions.
For example, footwear can be divided into five classes as women, men, girls and young
men, children and baby footwear in terms of gender and age of the users, it can be also
classified according to the usage and/or occasion like dress, comfort, casual, sport,
outdoor etc.

Table 6.1 : Classification of footwear according to GTIP harmonized system codes.

Harmonized Explanation

System Codes

6401 Footwear; waterproof, with outer soles and uppers of rubber or plastics, (uppers
not fixed to the sole nor assembled by stitch, rivet, nail, screw, plug or similar)

6402 Footwear; with outer soles and uppers of rubber or plastics (excluding waterproof
footwear)

6403 Footwear; with outer soles of rubber, plastics, leather or composition leather and
uppers of leather

6404 Footwear; with outer soles of rubber, plastics, leather or composition leather and
uppers of textile materials

6405 Footwear; other footwear n.e.c. in chapter 64

6406 Footwear; parts of footwear; removable in-soles, heel cushions and similar

articles; gaiters, e.g.ings and similar articles, and parts thereof

Turkey, which has significant experience in shoe manufacturing, produce 188 million
pairs of shoes, equals to 1.3% of the world's total production and ranks as 7" biggest
manufacturer in terms of pairs according to APPICAPS report 2018. Footwear
Manufacturing Sector Structural Analysis and Performance Assessment study of the
Development Bank of Turkey stated that footwear industry performance rank is 57th
among 110 sectors, moreover the share of the footwear industry within the total
investments of Turkey is 2% (KTO, 2007).

Having a production capacity of 590 million pairs per year in 2015, the sector cannot
utilize most of its capacity (TASD, 2017). Annual production is around 400 million
pairs and in the last decade, the highest capacity increase has been in slippers and

polyurethane based products.

125 out of 325 medium and high capacity production facilities in Turkey are members
of Footwear Industrialists Association of Turkey (TASD) and the production capacity
of these facilities varies between 1,300 and 36,000 pairs a day, the total capacity of

TASD member shoe factories is 316,000 pairs / day and constitutes 54% of the sector
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(TASD, 2017). Besides, the sector has a large number of small and medium scale
factories, the number of them is more than 10.000 as of year 2017 (TASD, 2017).

The enterprises in the sector are mostly composed of 3rd generation family-owned
enterprises. According to the report of “Leather and Leather Products, Footwear,
Footwear Sub-Industry and Artificial Leather Sector 2004 prepared by Istanbul
Chamber of Industry in 2004, enterprises have the flexibility to meet small scale orders

repeated in the season with a capacity average of 500-800 pairs / day.

Shoe machinery and sub-industry production has developed in terms of capacity and
technology. The share of shoe sub-industry production in total shoe industry
production is around 5%. Production is rich in diversity, the shoe supplier industry is
concentrated mainly in Istanbul, 1zmir and Aegean Region, Konya and Gaziantep. In
Turkey, two methods are used in shoe production mainly, namely monta and injection,
monta method much more preferred. In this method, the upper and sole are produced

in different phases and assembled together by means of gluing or stitching.

6.2 Shoe Export of Turkey

Structural deficiencies as the dominance of the small workshop type of production,
unqualified workers, the lack of standard and quality of sub-industry inputs, and
competition in external markets are said to be affecting export potential negatively
(Onur, 2008). Exports during 1990s, (based on the Russian market, if any) increased
and exceeded 200 million dollars by 1997. However, in the crisis in Russia in the

following years deeply affected the Turkish shoe industry and exports decreased.

When we look at Turkey's exports between 2002 and 2018 figure 6.1 indicates an,
trend of a steady increase in exports in terms of value except the impact of the global
crisis in 2009 (the only the decline in Turkey's footwear exports). Shoe exports were
131,9 million dollars in 2002 and increased to 887,7 million dollars in 2018.
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Figure 6.1 : Footwear exports and imports from 1969 to 2018 in terms of value (Mio
$) (TUIK, 2019).

When we look at the distribution of the exports of the footwear sector according to
product groups, presented in the table 6.2, it is seen that as of 2018, 45% of the shoes
are those which have leather vamps, this ratio was 38.8% in 2002, which means, there

is no major structural change in the type of product produced.

Table 6.2 : Exports in 2002 and 2018 according to HS4 codes (TUIK, 2019).

HS4 Explanation Export in 2002 Export in Change
Code ($) 2018 (%) (%)

Footwear; waterproof, with outer soles and
uppers of rubber or plastics, (uppers not fixed to

0,

6401 the sole nor assembled by stitch, rivet, nail, 1.371.230 14.618.609  966%
screw, plug or similar)

6402 Footwear; with outer soles and uppers of rubber 33.699 249 196.897 457  484%

or plastics (excluding waterproof footwear)
Footwear; with outer soles of rubber, plastics,
6403  leather or composition leather and uppers of 51.137.620 405.008.620 692%
leather
Footwear; with outer soles of rubber, plastics,
6404  leather or composition leather and uppers of 22.425.504 163.898.337 631%
textile materials
Footwear; other footwear n.e.c. in chapter 64

6405 9.405.193 67.182.263  614%

6406 Footwear_; parts of f_oo_twear;_removable in-soles, 13.844.883 40070111 189%
heel cushions and similar articles

Total 131.883.679  887.675.397 573%

Despite the indicated increase in exports, share of Turkey in world footwear exports
in 2017 (in terms of dollars) is 0.6% and ranked as 11th country as indicated in the
table 6.3. On the other hand, in terms of volume pairs, Turkey rank as the 5th biggest
exporter with 222 million pairs in 2017 (APPICAPS, 2018). There is a large supply
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potential that can compete with European producers, especially Spain, Portugal and
Italy, but it seems this potential has not yet been fully exploited.

Table 6.3 : List of biggest exporters in 2017 (APPICAPS, 2018).

Ranking Country % World Exports (3$)
1 China 34,90%
2 Vietnam 13,70%
3 Italy 7,90%
4 Indonesia 3,60%
5 Spain 2,30%
6 Portugal 1,70%
7 India 1,40%
8 Cambodia 1,30%
9 Brazil 0,80%
10 Bangladesh 0,60%
11 Turkey 0,60%

According to the export data of 2018 presented in table 6.4, the Russian Federation,
Irag, Germany are the leading export markets of Turkey. It is obvious that exports are

mainly realized in neighboring countries and European countries.

Table 6.4 : List of ten biggest footwear export markets of Turkey and export values
(%) in 2018 (TUIK, 2019).

Ranking Country Export Value ($)
1 Russian Federation 131.782.321
2 Iraq 83.009.675
3 Germany 61.019.692
4 Romania 33.109.145
5 Suudi Arabia 32.140.292
6 Spain 28.675.009
7 Italy 23.871.738
8 Bulgaria 22.988.211
9 Libya 22.953.309
10 United Kingdom 21.376.138

6.3 Shoe Import of Turkey

When we look at Turkey's imports between 2002 and 2018, figure 6.1 indicates a trend
of a steady increase in exports in terms of value, which was accelerated after 2001
until the governmental interventions in 2012 and in 2014. As a result of these
interventions external trade deficit began to decline and a trade surplus has been

enjoyed after 2016.

Shoe industry did not develop as fast as the other leather clothing industry in the post-

1980 period and the necessary structural transformation was not fully achieved
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(Ozgorekei and Ongiit, 2005). At that time, the insufficiency of the shoe industry in
the country and the low quality of the produced shoes led to an increase in shoe
imports. But the main increase in imports was observed after 2001 due to aggressive

efforts of China to dominate international markets.

6.4 Shoe Production Regions of Turkey

There are 13 provinces in Turkey where significant shoe production take place, but

91% of the total production capacity is located in the first 6 centers.

These 6 main production regions of footwear industry are Istanbul, I1zmir, Gaziantep,
Konya, Adana, and Manisa. Each province is usually more specialized in a particular
type of shoe. For example, generally women's and children's shoes in Izmir, Konya
and Gaziantep are more oriented towards the production of men's shoes (Oz¢orekgi
and Ongiit, 2005). Istanbul is the biggest production province and production is
concentrated in Ikitelli. However, increasing wages and land prices have directed
manufacturers to subcontracting, and most of the shoe vamps have been sent to
Anatolia for processing (ATSO, 1999:34). Despite the high production costs, 50% of
the manufacturing companies operate in Istanbul. Average Capacity utilization rate in
Turkey is 58% (TASD, 2017).
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Figure 6.2 : Established annual shoe production capacity (pairs) per region in
Turkey (2015) (TASD, 2017).

6.5 Brief History of Turkish Shoe Industry

Leather and shoe making is a craft that has been maintained in all Turkish tribes
(Yelmen, 2007). According to Yelmen's (2007) research on leather making, the Hun

Turks knew how to process leather 2400 years ago, producing leather boots, shoes,
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trousers and clothing. Moreover, from Ibn Batuta's Travel Book, we learn in detail that
leather was made in many parts of Anatolia and various shoes are made in the
meantime (Yelmen, 2007). Turks brought their clothing and footwear choices of their
steppe-style lifestyle with them as revealed in written sources. Archaeologist S.I.
Rudenko was excavated in Pazirik Kurgan (5 - 3rd century BC, Proto - Turk or Hun);
two pairs of boots belonging to the woman lying in the grave (Coruhlu, 2007).
Historical documents show that Seljuks in Anatolia are advanced especially in
agriculture, animal husbandry and leather processing. Since animal husbandry is so
widespread and leather products are used for different purposes (clothes, shoes, belts),
it can easily be said that leather processing is well developed (Dagtas, 2007). One of
the most important details proving the advanced level of leather and fur processing in
the Seljuk period is the documents related to the mastery of the Seljuks in making

boots and shoes.

Bahaeddin Ogel's book of Introduction to the History of Turkish Culture gives
information about the shoes and boots worn during Seljuks. The Ottomans dignified
leathermaking as an advanced ancestor craft inherited with the establishment of the
Ottoman State. Footwear was a strategic product for Ottoman military and production
of footwear was strictly controlled until the end of the 18th century. Moreover, it was
a sign of social status, to differentiate the look between not only Muslims and non-
Muslims, but also ranks, thus shoes are expected to be in decisive colors and types.
After Ottoman Reform Edict of 1856, restrictions on clothing was lifted and
Westernization of clothing was accelerated.

6.6 Main Environmental Influencers in Shoe Production History

As described in the MLIT, stamp of the environment placed on the focal entity during
a sensitive period by economical, technological, institutional and individual
influencers. Here the environment is conceptualized as a richly textured, multifaceted
space, rather than a homogeneous, one-dimensional force (Marquis and Tilcsik, 2013).
Building on this definition, before locating an imprint, the understanding of the

environment is vital.

Moreover, as we have located another source of imprint, namely political influencers,
during the secondary analysis of the case of Leipzig Book Publishing, this source shall

be included in the environmental analysis. The Leipzig media cluster case showed that
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the political decisions has intended, or unintended consequences and political

interferences may yield to new imprints.

In this section changes in these environmental influencers will be described in order
to build a preliminary understanding about the context in which shoe production in
Turkey has evolved. The influencers explained here are determined through initial
interviews with producers, preliminary literature review and discussions with the

industry leaders.

6.6.1 Technological influencers

Shoe production technology is very related to variety of shoes worn, therefore
developments in preferences of demand shall be also considered in the discussion of
technological influencers. The literature survey coupled with interviews showed that
there are two main ruptures in the technological development of shoe production in
Turkey: Mechanization after industrial revolution and initiation of the ready-made
sole. In the former, mechanization and changes in the footwear types went hand-in-
hand and they were both imported from the Western world, to which shoe producers
had to adopt both. In the latter, the ready-made sole was a game changer, this new type
of sole was introduced by an Istanbul firm called Ziylan and was rapidly adopted by
producers. The ready-made-sole was simplifying the production process, not only
reducing some intermediate phases, but also abandoning related expertise and
transforming the materials used. In both cases, technological ruptures not only
decreased the cost of production but also increased the pairs of shoes supplied to the

market.

6.6.1.1 Mechanization after industrial evolution

During the Seljuk and Ottoman periods, the shoe types increased and shoe-making
developed to meet the needs of the army, ruling classes and urban people. During the
Ottoman Empire production standards emerged (Gargt, 2000). Footwear production in
Turkey until the end of the 19th century, was based entirely on manual labor, shoes
worn by the people in the Ottomans were shaped by local craftsmen until the 19th
century (Ozdemir, 2012). Beginning with the second half of the 19th century, new
shoe machines were introduced. Five of the shoe machines had a significant impact on
the production process and led to mass production. The first one is the upright sewing

machine. Sewing machine was started to be used in 1852 for sewing up the shoe (upper
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part of shoe). The second important invention was another type of sewing machine
which is used to attach the vamp and the sole. This machine was invented in the mid-
1800s by the American Lyman Reed Blake, subsequently improved by Gordon McKay
and launched in Massachusetts. Between 1864 and 1892, Charles Goodyear co-
invented the patuma & kazuma machines with his friends Auguste Destouy of France
and Christian Dancel of Germany. Double stitched soles were able to be produced with
these machines (Rydberg, 1965). The fifth important invention was mounting
machine. This machine gives the form to the last. The prototype of the first assembly
machine was produced in Massachusetts by Jan Earnst Matzeliger. This machine has
reduced shoe production costs by 50% (Lienhard, 2014). The industrial revolution that
started in the West increased the efficiency of fabrication production in every branch.
Shoes, which are among the cheaper industrial products, have taken place in Anatolian
markets starting from the port cities. This mechanization led to the disappearance of
the handmade shoes or at least a significant decrease in their production. Most of the
shoe variety, namely, carik, yemeni, ¢edik, mest, basmak was replaced by new forms

like iskarpin, kalos, kundura, terlik, sandal, bot, mokasen, espadril, sabo etc. (Kirtung,
1989:69).

6.6.1.2 Introduction of ready-made sole

Before the ready-made soles, the sole production was made entirely by hand, it was
made totally from leather (kdsele), both the sole and the sole lining were made from
leather sheets. The leather sole manufacturing consisted of seven stages, as indicated
in figure 6.3, A. Yildiz described this production method when he started to work in
the industry as of 1966:

We used to take a leather plate and cut the plate according to patterns, then put
the cut pieces into the water for hydration and let the leather be tempered so
that it could work, then we scythe the bottom, stick together and gash an edge
for stitching, the last is removed for stitching, after stitching, we put last again
and we close this gash with a paste. (A.Y1ldiz, interview, March 11, 2020).
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Cutting leather sole
sheets

—» Hydrating of soles |— Gashing > Sole Stitching —‘

L Heel making > Milling > Finishing

Figure 6.3 : Phases of leather sole production (A. Yildiz, interview, March 11,
2020).

The production of hand-made leather sole continued until the 1970s, and during the
1970s Neolithic soles were introduced. These soles partially shortened the process and
were much more affordable. They were also called Japanese sole, the neolith soles
adhered with a yellow solution (balli-sar1), this development reduced the need for
stitching (R. Ata, interview, May 17, 2019).

Moreover, the major disruption occurred with the emergence of the ready-made soles
in the 1980s. The production of hand-made soles was significantly reduced with the
ready-made soles, as there was no more the need for sole stitching and milling

workshops. The witnesses of this period described their experiences as follows:

Introduction of the ready-made sole had a negative effect at first, because the
production of shoes accelerated suddenly. Actually, the sole production
determines the production speed, it was bad for those who did not recognize
the change but very well for those who discovered the opportunity ready-made
sole presented. After everyone discovered this, milling work survived for a
while, but now everything is made from ready-made sole. (Siradagli, interview,
May 23, 2019).

“There was an abundance in the supply balance after the ready-made sole was
introduced,..., it diffused and was adopted very quickly. Because of the progress

towards technology, the craft went extinct” (Hanoglu, interview, May 23, 2019).

... When I entered the industry (1978), I started with classical hand-made sole
production with stitching. Afterwards a new ready-made sole called Uludag
was introduced by Ziylan, then | felt that the future would be on the ready-
made sole, not on the leather soles, the production was easier and faster.
(Avsar, interview, May 16, 2019).

96



As stated in the interviews that the transition to the ready-made base is a shocking
change for the industry, this technological change not only shortened the production
processes and brought a significant supply surplus, but also eliminated some phases in

the value chain.

6.6.2 Economical influencers

Economical influencers are related to the changes in the market or production factor
conditions which restrict, cultivate or shape production in a direction. Economical
ruptures cannot be evaluated apart from the national macro-economical conjectures.
For example, studies show how socialist regime leaves a strong mark in which an
organization is founded (Marquis and Tilcsik, 2013). When economical ruptures are
analyzed from this perspective, there are three major economic changes that seem to

influence the shoe production.

6.6.2.1 Urbanization

Liberal economy politics, started by the beginning of the Republic, changed into
Statism from 1933 with the impact of 1929 World Economy Crisis and world
conjuncture (Sener, 2005). On the other hand, liberal policies accelerated with the anti-
statist policies of Democrat Party (DP) in 1950s. During the DP period, the aim was
rapid growth; this was a period in which the state's position in the economy is reduced,
public investments were increased, and private enterprises were developed (Kongar,
1998:60). However, the period of 1955-1960 was a period in which large differences
in income distribution emerged and economic disturbances turned to socio-political
problems (Tas, 2004). Another major reflection of economic policies was on

urbanization. Yurtoglu (2014) defined major influencers as:

- Labor force remaining idle in agriculture through mechanization incentives in

agriculture
- High increase in the birth rate in the rural areas after the Second World War
- Developments in transportation
- Investment of capital surplus in cities earned through agricultural incentives

While the rate of urban population was 16.4% in 1927, it was 18.5 in 1950; in 1960 it

increased to 25.1%. Careful examination of the urbanization movement in Turkey,
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demonstrates the determination of the two properties. First, urbanization was in the
direction of big cities (mainly Ankara, Istanbul and Izmir), and the second is targeting
only some geographical regions (mainly Marmara, South Anatolia, Central Anatolia)
(Yurtoglu, 2014). While the general population growth rate was 17.5% and the urban
population growth rate was 20.1% in the 1940-1950 period, the general population
growth rate increased to 32.8% in the 1950-1960 period and the city population growth
rate increased to 80.2%. (Keles, 1970).

Since 1950s, shoe production has started to become an industry, which was seen by
many as a handcraft passed from father to son (Geng, 2005). As the main market for
the modern shoes were urban areas, changes in the urban population were directly

related to this process.

6.6.2.2 1980s, liberalization policies

The liberalization process in Turkey has by and large started by the decisions of
January 24" 1980. The stabilization program, which was put into practice that day, had
short- and long-term goals aimed at eliminating the inflation and foreign exchange
bottleneck problems. The stabilization program included primarily economic, political
and administrative measures and aimed to minimize the state intervention and switch
the industrialization logic from domestic market orientation to export- orientation.
Decisions of January 24, which were considered the beginning of the liberalization of
Turkey, included 32.7% of TL devaluation, determination of daily exchange rates,
reduction of the state's share in the economy, limitation on incentives towards
agricultural production, liberalization of foreign trade, easing of foreign capital
investments and facilitation of profit transfers. Imports were gradually liberalized; tax
refund, low interest rate credits, customs exemptions and new incentive system were
initiated. Foreign exchange trading was released, controls on the foreign exchange
market were abolished, interest rates were liberalized, new real interest policy was

followed, and price controls and restrictions were abolished.

As result of the export-led growth model of Turkey and increases of the investment in
the industry, the share of agricultural sector in total exports decreased after 1980. The
share of industrial sector was increased, compared to 1950, as significant progress was

observed across all divisions of the industry.
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Although some efforts were made, the industrialization of the shoe production could
not be completed in real terms until 1980s. The liberalization of imports in the mid-
1980s helped the development of the shoe industry in terms of machinery, as well as
the ability of companies in the sector to easily obtain some inputs which they had
difficulty in sourcing. In the 1980s, especially the private sector made considerable
investments in the machinery park, and 15 % of the footwear sector completed its
industrialization (Geng, 2005).

In the 1980s as a requirement of the export-based industrialization strategy,
devaluations and intensive export incentives were applied (Kazgan, 1999:305). In the
shoe sector, both the investment and export increases were experienced simultaneously

in this period.

...the shoe industry has always had troubled, economic strictures, crises,
dependence on the merchant, modeler, to the wholesaler. We have always
collapsed at the end. | was about to exit industry totally during the 2000 crisis,
... during 1994-1998 we were producing for Laleli market, mechanization and
export orientation towards Russia was together, then it collapsed. When
Russian exports were finished, we sold the machines to pay the debt, and most
of the mechanized companies experienced this. The recovery was again with

the remaining companies, (Avsar, interview, May 16, 2019).

6.6.2.3 2000s, Chinese shock

China’s accession to the World Trade Organization (WTO) on December 11, 2001
was a turning point both for the WTO members and China. With its accession to the
WTO, China became one of the major trading nations with its production and export
led growth model and become an important player in the global economy. WTO
membership fostered China to expand its trade, attract foreign investment and improve
the rule of law. In the meantime, share of agriculture in GDP declined from a 28.4 %
in 1985 to 13.1 % in 2004 and share of industry expanded its share of 43.1 % in GDP
in 1985 to 46.2 % in 2004 (Worldbank, 2006).

However, the upsurge of labor-intensive Chinese industry goods at the global markets
had begun to create a threat for developing countries including Turkey. According to
2012 World Footwear Yearbook, China is the biggest shoe producers with 12,89

billion pairs annually which accounted for 60,5% of the global production.
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Moreover, real effective currency exchange based on production prices (UFE) index
show that between 2001-2005 Turkish TL had been valuated from 98,3 in 2001 and to
143,6 in 2005 and it is obvious that this change made import more favorable. Local
producers applied to the undersecretary of Trade Ministry to an activate import
protection act on 02/11/2005 with application no:70913. In this application it was
expected by the producers that if the quotas applied to China are abolished, the import
from China would accelerate and total import would have a negative effect on local

production.
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Figure 6.4 : Share of China in total imports in value (TUIK, 2019).

With the abolition of quotas in 2005, shoe imports from this country increased
significantly, and this increase affected the overall shoe import growth rates as the
country was the largest supplier. Later, Union of Istanbul Textile and Apparel
Exporters (ITKIB) in coordination with Istanbul Leather and Leather Products
Exporters Union, Aegean Leather and Leather Products Exporters Union, Turkey
Association of Shoe Manufacturers, Turkey Footwear Industry Research Development
and Education Foundation, Association of Footwear Industry appealed to the trade
ministry to increase import taxes. As a result of their applications, the first action no.
26225 dated 11 July 2006 2006/10618 had been taken with the decree of council of
ministers with regard to import prevention measures. Two Yyears later, the
supplementary decision on the import regime (No. 2014/6692) was published in the
official gazette dated August 2, 2014, and with this decision, it was determined that
additional customs duties would be charged on the importation of 64 coded shoe
products and this issue was determined by our Customs Circular No. 2014/12. The

products related to protection measures in imports covered plastic, rubber, natural /
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artificial leather and textile materials; plastic, rubber, natural leather footwear
products.

6.6.3 Institutional influencers

National cultures and traditions may leave their mark on geographic community or
even on entire nation-states (Marquis and Tilcsik, 2013). Inglehart and Baker’s (2000)
study showed that broad cultural heritage of a society may retain its basic
characteristics despite modernization movements. After research on secondary
resources and interviews, two major institutional influencers are identified, namely,
Akhism and Westernization movement, which might be a significant source of possible

imprints.

6.6.3.1 Ahisim and craft guilds
Ahi organization was associations of artisans organized as guilds in Anatolia starting

in the thirteenth and fourteenth centuries which followed a moral code based on the
rules of pudency, renunciation and self-control (G6élpinarli, 1952). Ahism evolved as
a type of socio-economic ethic based on religious rules and practices of fiitzivet

tradition in late-and post Saljuk Anatolia (Oncar, 2016).

Fiiteiivism, which is the basis of Akhism, started to be organized starting from X.
Century (Cagatay, 1997). Founder of Fiirtiivism is Abbasid Caliph Nassir Lidinillah.
Frittiivet is an Arabic word derived from the word Feta which means generous, valiant.
This term is associated with one who complies with the requirements of virtue and
law, carry moral and superior human virtues and keep his soul in the way of Allah.
Feta is the ideal human type with these high merits (Bayram, 1991). There are various
claims as to the origins of Akhism. Most common claim is that Akhism was first

established by the Turkish scholar, merchant and craftsman Ahi Evran.

Ahi Evran, known as the founder of Anatolian Akhism, was born in 1171 in the village
of Hoy in the West Azerbaijan side of Iran. In 1206, Ahi Evran came to Anatolia with
his father-in-law Evhauddin Kirmani, settled in Kayseri and started to practice tanning
and related branches of this craft, after 15-20 years. Following the Mongolian
conquest, he united the tradesmen and craftsmen, who came to Anatolia, under a larger
organization ruled through fiittiivetnames (Temel, 2007). He has also led 32 craftsmen

from different branches in addition to his own profession, tanning (Aslan, 2013).
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Following the Mongol conquest, Akhism spread rapidly to all cities and the Anatolian
countryside as a social, political, religious and military movement, the socio-
economic, political and even administrative activities of the Ahis continued in
sixteenth century under a strong centralization policy by the Ottoman Sultanate. Ahis
gradually increased their political significance in Anatolia and transformed into guilds
(Harris, 1968).

Ottoman guilds were derived from the Akhi-Frittivet tradition had a multi-functional
character in nature, as they played important roles in terms of economic development

of labor market, product-marketing, and social control of professions (Durgun, 2009).

There are several studies on Akhism (Yucel and Durak, 2010; Malkoc, 2016) and its
reflections on modern organizational collectives, at the collective level. Akhism may
provide evidence to enhance our understanding towards collaborative efficiency and

group selection characteristics.

6.6.3.2 Westernization reforms

Reforms of Mahmut Il which were towards military when first created, had a
significant impact in clothing of men’s dress and expanded to civil life. The evolution
process of women’s dress was shaped in post-Tanzimat period depending on the new
way of life. Moreover, this tendency towards western clothing continued during the

early years of Turkish Republic as a state policy.

The changes in clothing determined the demand of footwear and therefore the types of

shoes produced.

6.6.4 Summary of environmental influencers

The MLIT proposes four sources of imprinting mechanisms that causes formation of
the imprint during the sensitive periods, namely, economic conditions, technological
conditions, institutional factors and individuals. (Marquis and Tilcsik, 2013) and there
are several studies showing that organizational collectives faced with imprinting
mechanisms may carry imprints of more than one environmental influencer affecting
in more than one sensitive period. Therefore, it is important to locate possible
influencers in the history As summarized in the table 6.5. There are 7 possible
influencers are determined under 3 domains. In the next sections, these findings will

be setting the environmental frame for deeper imprinting analysis.
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Table 6.5 : Environmental Influencers impacting shoe production in Turkey.
Domain Influencer Impact on Shoe Production Period
Technological ~ Mechanization  after Enabled production of different mid-1800s

Industrial Evolution types
Technological  Introduction of ready- Some production phases are early 1980s
made sole removed, specialization
changed, supply capacity
increased dramatically
Economical Urbanization Demand to shoe in big cities 1950s
increased, new immigrants
changed the composition of local
labor force
Economical Liberalization policies  Liberalization of imports helped mid 1980s to mid-
the development of the shoe 1990s
industry in terms of machinery,
fairs and export orientation
increased
Economical Chinese Shock After China’s accession to 2000s
WTO, Chinese products started
to seize global markets
Institutional Akhisim and  Craft Akhisim and early crafts guild Founding (13th c.)
Guilds determined the organization of
shoe producers
Institutional Westernization After clothing reforms, demand Late 19th to Early

Reforms on shoes differed, fashion 20thc.

entered into daily life

6.7 Shoe Production in Konya and Izmir
Clusters located in I1zmir and Konya are selected for case study. These two clusters
have different histories of formation and provide different narratives.

Understanding the economic and social environment of clusters is important to to
interpret the development of clusters, in this sense the historical-institutional factors
played a role in capital-space dialectic of Izmir and Konya are examined before review

of structural differences of these industrial clusters.

6.8 Case of Konya

Today, Konya carries its tradition in production as one of Turkey's leading commercial

and industrial centers with a significant industrial potential.

According to the data of the Konya Chamber of Industry, there are 12 sectors that stand

out in Konya. The most developed ones are food, textile, automotive supply industry,
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machinery and equipment, leather and leather products (especially shoes), paper

industry and agricultural machinery sectors.

The political and cultural dimensions behind the Konya's economic development in
the past 20 years are worth of investigation. Besides being known as a conservative
city, Konya has made significant jump in term of industrialization during the 1980s
compared to other cities. It should be highlighted that Konya has a good level of urban

planning and a civil society network.

Three historical-institutional factors play a role in the analysis of capital-space

dialectic (Lorasdagi and Keyman, 2010):

- Asstrong tradition of urbanism since Catalhoyiik

- Akhisim tradition and cultural structure woven with Islamic values
- Self-contained developing city, producing with its own resources.

Relatedly, a strong civil society tradition stood out in Konya, as it represents one of
the cities that accommodate highest number of civil society organizations compared
to other cities of Turkey. There are 2000 NGOs present in Konya. 1577 social service
foundations, 177 cultural institutions, 161 sports groups are recorded among these
NGOs (Aktay and Toguoglu, 2007).

However, Konya has difficulty in reflecting its economic dynamism and vibrant civil
society development into cultural diversity. Like Kayseri, cultural activities are limited
in Konya. For this reason, it cannot take the forefront in the index of livable cities in

Turkey.

Kutlu (2007) emphasizes that Konya has shown a successful example of municipal
administration regarding the local government model and claims that there is a

historical accumulation behind it.

Competitiveness is one of the important issues in terms of capital-space dialectics and
Konya is an Anatolian city which has accelerated its economic development especially
after 1980 with the emergence of individual entrepreneurship. Konya's geographic
advantage seems to be of crucial importance in its developmental pattern, epitomized
by the presence of open terrain and large hinterland, which provides advantages not
only for agricultural production, but also in terms of urbanism, factory installation and

ease of transportation.

104



In the Ottoman period, tradesmen from almost every branch of business were active in
the bazaar and the marketplace in Konya, and economic vigor is known to be high in
this period. Also, having a separate street, square or marketplace for every artisan
group in the same period is important in terms of showing that clustering of trade in
Konya was also present at that time. Moreover, as a reflection of the entrepreneurial
spirit in Konya, the first national bank initiative was carried out in Konya. In 1909 a
bank established by the notables of Konya, under the name of Sirket-i Iktisadiye-i
Milliye. Furthermore, we see that the number of joint stock companies increased
rapidly in Anatolia after 1908 and in 1920, 19 of 76 joint stock companies were
founded in Konya. These examples undoubtedly give us clues about the origins of the
dynamism of trade and entrepreneurship of Konya today. Today, there are 32 thousand

SMEs in Konya and 99% of the Konya industry is composed of SMEs.

Konya is located on the important trade routes of Anatolia during the Ottoman period
and is known to be a rich city in terms of merchant population. The railway which was
established in Konya at the end of the 19th century has contributed to the development

and commercial dynamism of the city.

Industrialization in the city accelerated after 1960. Sumerbank Pamuklu industrial
enterprise was established in 1937 and Sugar Factory started its production in 1954,
These were recorded as pioneers except for some flour mills in Konya. With the
development of agriculture in the 1950s, entrepreneurs of Konya have begun to
produce agricultural machinery locally. The development of industry in Konya
accelerated with the establishment of the organized industrial zone in 1967. Then, the
second organized industrial zone was established in 1976 and the third was founded in
1995.

6.8.1 Shoe cluster in Konya

Footwear Sector has been an important industry for the Konya city. Even though the
footwear production has continued to evolve and adopted new technologies, the
industry can be described as semi-mechanized. The industry employs about 10
thousand people and provides a living for 60 thousand people. The place of the cluster
is called AYKENT Shoe Manufacturers Industrial District.

Industrialization of the shoe industry of Konya started in the 1970s. Konya Footwear

Sector, which continues its activities in AYKENT Shoes Industrial Site, has made an
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important progress towards industrialization. In 1993, the Konya Shoemaker's
Association launched an initiative to set up a new site for the producers. The AYKENT
Shoe Manufacturers Industrial District was established in 2003 with pure internal
resources of the manufacturers without any support from the government. The zone
started with 1,040 workplaces, but the number of manufacturers, traders and sub-
industrial firms has reached to 1,350 by 2014.

6.8.1.1 Physical structure of the AYKENT industrial site

Industrial Site consists of three floors of independent buildings. There are eight
different sized businesses on site. These; 25 m2 (usage area 75 m2 + terrace), 50 m2
(usage area 150 m2 + terrace), 100 m2 (use area 300 m2 + terrace), 200 m2 (use area
600 m2 + terrace) Terrace), additional new workplaces, 150 m2 (usage area 450 m2 +
terrace), 300 m2 (usage area 900 m2 + terrace), 400 m2 (usage area 1.200 m2 +
terrace). In the present case - as a result of the growth of enterprises - it is stated that
the physical capacity of the site is not enough and there are efforts to create a new Shoe

Specialty Organized Industrial Zone.

In Aykent industrial district, shoes manufacturers, outsole stitcheries, wholesalers and
various sub-industry businesses coexist. In this sense, the industrial site of Aykent
Ayakkabicilar is a suitable place for clustering. The annual capacity of the Konya shoe
sector is on average 30 million pairs. However, as the capacity utilization rate is around
50%, annual capacity drops to 15 million pairs. Firm types and numbers located in

Konya are listed in table 6.6 below.

Table 6.6 : Firm types and numbers located in Konya Aykent (KSMA, 2015).

Firm Types Number of Firms
Large (Factory) Enterprises 50

Mid-Size Shoe Manufacturers 200

Small Manufacturers 1000

Stitching, repair, retail firms 550

Total 1800

There are more than 50 companies that are fully industrialized in Konya. One example
is company called Atiker which has a mass production capability, works outside of the

district with a 8.000 m2 close production area.
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6.8.1.2 Specialization in Konya

Considering the diversity and distribution of production in the Konya Shoe Sector, it
is observed that production is 70% Men shoes, 20% Women and kids, 5% leather sole
soft shoe (mest) and 5% rubber shoe (KSMA, 2015).

When analyzing the variety of products produced in Konya, as mentioned above
Konya have been specialized in men shoes with leather outsoles. According to industry
facts published by TOBB, Turkey has a total production capacity of 600 million pairs.
This data only provides leather footwear production capacity of Konya and in this

category, Konya provides 7.5% of the total capacity.

6.8.1.3 Market linkages of Konya

Konya shoe makers are mostly contracted manufacturer for the top brands such as
Beta, Derimod, Desa, Flo, Hotic, Pearl, Kemal Tanca and Tergan but also limitedly

produce under their own brands.

Turkish footwear market is very fragmented, there are very few national store chains
and ~70% of the market consist of traditional stores (Euromonitor, 2018). In the local
market trade between producer and retailer is mostly carried through non-exclusive
agents (wholesalers). These agents visit producers regularly and place their order on
seasonal basis, common practice is twice a year for Fall Winter and for Spring
Summer. Producers do not need to make any marketing effort. For this reason, Turkish
shoe manufacturers don’t have proactive commercialization practices. Report of
Mevlana Kalkinma Ajansi (2012) indicates that marketing is perceived as the least
important determinant (among cost, quality, novelty and marketing) for the industry,
although the industry has reached certain standards for workforce, raw material,
production and quality. Most of surveyed manufacturers perceive the quality of their
products purely from manufacturing perspective and are rarely aware of the

importance of other factors like “branding” or “promotion”.

However interviewed companies complain about not getting satisfactory market
information through their agents. According to Report of Mevlana Kalkinma Ajansi
(2012) almost half of the firms choose to work with non-exclusive agents. It is obvious
that economies of scale is important for a shoe manufacturer to internalize marketing
activities and a few of them have the financial capability to invest in advertising,

market research or employ own sales agents.
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6.9 Case of lzmir

Izmir via its historical identity, geographic location and human capital possesses a high
potential of development. The historical, socio-spatial, and economic structure of
Izmir sets an example for a different form of capital-spatial dialectics. 1zmir, different
than cities like Kayseri or Konya, possesses cultural, urban-historical-institutional
features that supports city during the globalization.

Izmir is a basin city, positioned as the capital of the Aegean region with its free zone,
organized industrial zones and ports. Izmir province, in terms of its the socio-economic
development, is ranked among Turkey's first three provinces. It is known that Izmir
has the potential for development of the food and agricultural products sector due to
fertile agricultural areas in its hinterland. These two sectors are followed by textile and

apparel.

In 1zmir, we encounter quite a different portrait from other Anatolian cities in terms of
city identity, urban structure, urban culture and urban transformation. 1zmir was one
of the elite cities of the Roman world and one of the most important port cities of the
Mediterranean world. From the beginning of the 17th century, Izmir became the gate
of the Ottoman Empire to the world. 1zmir, which welcomes the merchant colonies of
European countries and has intense commercial relations, is still an important center

of trade as a port city and a gate opening to Europe (Lorasdagi and Keyman, 2010).

Izmir came to the fore after 17th century with its geographical position, at the end of
a long gulf on the coast of Anatolia. The gulf accommodates one of the finest natural
ports on the coast and can harbor even the largest ships. Therefore, 1zmir enjoyed a
second golden age, as the pearl of the Levant and the eye of Asia. After the Ottoman
government’s decision on customs dues and price restrictions. merchants who wanted

to evade them made Izmir rich.

Moreover, with the arrival of consuls Izmir became international, by 1630 it had
Venetian, Dutch, English and French consuls. The French consul lived like a king,
with his own Janissary guards, keeping an open house for visiting Frenchmen. In the
1670s Evliya Celebi was impressed by the wealth of the Franks and the power of the
consuls: he wrote that the ships of the Franks come so often that half of the city of

Izmir is like Firengistan (Unal, 2013). As a result of the capitulations during the
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Ottoman Empire, the number of foreign consulates steadily increased. Undoubtedly,
these features underlie the reasons behind the cosmopolitan structure of 1zmir.

As Izmir became richer and larger in the 19th century, the city began to regard itself
as the lighthouse of the Ottoman empire. Against British opposition, a new quay and
port were built by the great French firm of Dussaud Fréres during the years between
1869 and 1875 the biggest project undertaken in the Ottoman history. Soon the Cordon
was lined with warehouses, offices and elegant hotels, cafés and theatres. At the same
time, with the opening of the railway between Izmir and Aydin in 1866, the urban
space became a place where the social and economic values of the European capitalist
system were implemented. These also contributed to the above mentioned

cosmopolitan urban features of Izmir.

Izmir had the Ottoman empire’s first local newspaper, first American schools, first
racecourse, first railway, first football team, first motor car and first cinema. We know
that Izmir had entered a different economic trajectory with the construction of
railways. Izmir-Aydin and Izmir-Turgutlu rail links were Turkey's first railway lines
and helped to transport agricultural products of province to the port and connect the

inner land which was extremely fertile.

Izmir is historically known as the city of fairs and hosts many activities, both
commercially and culturally. Being extrovert is among the distinctive urban features
of Izmir. This situation undoubtedly determines the dynamics of the urban space

produced in Izmir (Lorasdagi and Keyman, 2010).

After declaration of the Republic, Izmir Trade Union was established in 1924, and this
organization has been working to make efforts to nationalize economic activities, to
create new enterprises and merchants. In other words, this project was a reflection of
the national economic policies. In this context, in 1928, the Izmir Tradesmen and
Community bank was established with national capital. This bank, which is unique as
an organization model, helped Izmir in order to maintain its position as a trade center.

On the other hand, the exhibition sector was born during the early Republican period.

Izmir since the 1950s, like other big cities in Turkey faced a fast-paced migration.
During the migration Izmir was a preferred city due to the opportunities it could
provide. The urban profile had changed, and new young, unqualified population

emerged within the province. (Peker, 1993)
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Another economic progress period began with the Marshall Aids after 1950, which
provided mechanization in agriculture. In this period, orientation of the city economy
slightly shifted from agricultural trade to industrial production. In the continuation of
this path, in the 1970s, lzmir industry continued to diversify. During these
developmental phases Izmir became one of the major migration poles and attracted
immigrants from many different regions of Turkey. From the 1980s onwards, we
should also note that Izmir benefited less infrastructural investments compared to other

regions.

Another important point in terms of the development of Izmir is the cooperative ability
of institutions. Joint initiative of Aegean Region Chamber of Commerce, Chamber of
Commerce and universities to create technology development zone is a good example

of the coordination of these socio-economic institutions.

The institutionalization of commercial actors in the city dates back to the 19th century.
Since the 1850s, British traders have established a chamber of commerce in Izmir.
Then the Italian and the Dutch had the same initiative. After these initiatives, the
establishment of a chambers of commerce to cover all the merchants in Izmir came to
the agenda in 1880 and the establishment of the chamber was completed in 1885.
Another commercial organization, the Commodity Exchange, a modern stock

exchange was completed in 1892.

6.9.1 Shoe cluster in lzmir

The number of shoe factories at the beginning of 1990 in l1zmir was quite a few and
production was mostly unbranded. On the contrary today Izmir has shoe companies
that own nationwide brands and market their products to many countries abroad. The
shoe industry in Izmir has achieved rapid development in recent years. Izmir Footwear
Sector accomplished this success by combining accumulated knowledge and skills

based on many years of history with the innovations brought by today's technologies.

Having features of effective contracted manufacturing, quality workmanship,
extroversion, fashion orientation, flexible manufacturing and cluster potential, today

Izmir has a powerful position in the shoe industry of Turkey.

Especially after the foundation of new industrial zone ISIKKENT, the development of
the shoe industry in Izmir has accelerated. ISIKKENT Shoe Makers Industrial District,

which is one of the biggest industrial zone of Izmir, is built on an area of 380,000 m2.
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The district was founded by a cooperation established in 1985 under the name of “Yap1
Kooperatifi’. This cooperative built the districts without using any credit facilities. The
first phase of the district is activated in 1994 with three-story workplaces for shoe
makers. In the second stage, 1121 wholesale shoe sales points were completed and
opened to service in 1999. Nearly 10,000 jobs are provided in the workplace of 2000,
and the district is very important in terms of output for the national footwear and the
Izmir city industry. The technology of the industry can be described as semi-
mechanized. Business owners formed the Shoemaker's Site Management in June 1998.
Today, seven bank branches, Telecom and cargo companies are located on the site,
holding a wide business potential. In 2000, the founder organization of the district Yap1
Kooperatifi transformed into the site management cooperative. There are 3 managerial
organization possessing different responsible areas of the district, Shoemaker's Site
Management, Multi-Story Workplace Management and site management cooperative.
Representing various interests, these three bodies are managed in harmony with a

single board of directors under the same roof, under separate directorships.

730 of the shoe makers located in Izmir are registered in the Shoe and Travel
Accessories Profession Group of Izmir Chamber of Commerce. In addition, there are
800 companies registered in Izmir Shoemaker's Association. The official data on the
number of companies operating in the footwear sector in Izmir could not been reached.
However, when retailers and repairers are included, it is stated that the number of

companies operating in the footwear sector in Izmir is around 2000.

There are almost 100 companies that have completed mechanization of their
production. Izmir shoemakers are producing both under their own brands in the
domestic market as well as for to the top brands such as Beta, Derimod, Desa, Flo,
Hotic, Pearl, Kemal Tanca and Tergan as a contracted supplier.

6.9.1.1 Specialization in Izmir

When we look at the product types produced in Izmir, it is seen that it specializes in
the branch of women's and children's shoes with leather. (1IZTO, 2015)

6.9.1.2 Market linkages of 1zmir

According to shoe exports data; it is seen that Izmir's shoe exports are ranked 4th in

the country exports, Izmir's exports have increased successively over the last five

111



years. Although Turkey's exports indicated a 1.2% decline in 2014, I1zmir’s exports
continued to soar. Import figures of Izmir are decreasing in recent years. Import/export
balance of footwear Izmir is deviating positively unlike the rest of the provinces
reaching two and a half times. Moreover, it is known that some products produced in

Izmir are exported through firms in Istanbul.

Firms in Izmir export their products to many markets. Despite the relative success of
Izmir, Turkey's share in total exports often remain at low levels. This ratio was below
5% in 2014. Izmir, compared to the data of Turkey's leading footwear export markets,
seemed to earn significant market shares in Italy, England and Germany (Izmir’s share
in these countries total exports in 2014 is about 22%, 13.3%, and is 8.9% respectively).
The Russian Federation is in the 3rd place in Izmir's shoe exports, but its share in total
exports to this country is only 3.5%. Other noteworthy markets in which Izmir has a
significant share are Australia, South Africa, the Netherlands, the United States and
New Zealand. Izmir's share is over 20% in country exports made to USA which is the
most important shoe importer of the world. Besides, the share of exports made by Izmir
to New Zealand, Australia and South Africa is very high in the country's total exports
(45.4%, 33.1%, 31% respectively).

6.10 Assessment of cases and direction towards deep analysis

The background information is important in interpreting possible imprints on the
regional shoe production. In the table 6.7 major differences on habitus, urban
development and space-capital dialectic are presented. Firstly, understanding the
economic and social environment of clusters is important to interpret the development
of clusters, in this sense factors played a role in economic and social environment of
Izmir and Konya are examined before the review of structural differences between

these industrial clusters.
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Table 6.7 : Comparison of Konya vs Izmir.

Economic and  Social

Factors Konya Izmir
Being known as a conservative Being known as a modern city,
city, cultural structure woven unique example of western,
with Islamic values, a strong civil cosmopolitan exhibition of the
society tradition stand out, Konya urban population since late
today is one of the cities with the  Ottoman period with high portion
Habitus largest numbers of civil society of non-Muslim Ottoman citizens

Economic Development

Prominent Industries

Space-capital dialectic

organizations including social
service foundations, cultural
institutions, on the other hand
modern cultural activities are
limited

The railway  which  was
established in Konya at the end of
the 19th century has contributed
to the development and
commercial dynamism of the
city. Industrialization in the city
was accelerated after 1960 with
governmental enterprises like
Sumerbank. Konya has made
significant jump in term of
industrialization ~ during  the
1980s.

Most developed industries are
food, textile, automotive supply
industry, machinery and
equipment, leather and leather
products, paper industry and
agricultural machinery.

Has geographic advantage as the
presence of open terrain and large
hinterland,  which  provides
advantages not only for
agricultural production but also
in terms of urbanism, factory
installation and ease  of
transportation. Konya is located
on the important trade routes of
Anatolia during the Ottoman
period and is known to be a rich
city in terms of merchant
population.

and foreign nationals residing
changed the social life with social
freedoms

Izmir-Aydin and lzmir-Turgutlu
rail links were Turkey's first
railway lines and helped Izmir to
prosper by connecting the fertile
inner land with the port. After
declaration of the Republic, I1zmir
Trade Union was established in
1924 as a reflection of the national
economic policies, Izmir
Tradesmen and Community bank
was established to maintain its
position as a trade center. The
exhibition sector was born during
the early Republican period.

Textile, apparel and garment,
food, drink, tobacco,
petrochemical, furniture, plastic,
medical equipment, automotive,
iron and steel, shoe production are
among the important industries.

From the beginning of the 17th
century, Izmir became the gate of
the Ottoman Empire to the
western world with intense
commercial relations and
developed as a port city, with
foreign merchants the urban space
became a place where the social
and economic values of the
European capitalist system are
implemented

Secondly, shoe production in Izmir and Konya have own distinctive features which

are summarized in the table 6.8 below.

113



Table 6.8 : Shoe production in Konya and Izmir.

Features

Konya

lzmir

# of firms in shoe industry
Capacity (exl. injection)

Specialization

Market linkages

Cooperation

Division of work

1.800
16 million pairs

Mostly men shoes, leather and
comfort

Low export ratio, mostly
through national chains and
local traders, has its own local
fair

One UR-GE project was
initiated but not utilized

No fully integrated facility, but
has 100 mechanized large-
scale factory

2.000
47 million pairs

Mostly women and children
shoes with leather

High export ratio also works
with national chains and local
traders, used to have its own
fair

Two UR-GE projects were
completed, one is still active

No fully integrated facility, but
has 50 mechanized large-scale
factory

According to preliminary findings, three possible imprints are located, imprint on

specialization in different product types, division of work and cooperation dynamics.

6.10.1 Specialization

First, there are several examples of imprints related to the specialization of
agglomerations especially regarding shoe producers. For example, the work of
Fontana (2008) shows two major imprints of two individuals, Voltan and Luigino
Rossi on Brenta footwear cluster in the Northern Italy. Although, for the Riviera del
Brenta, the role of incubator company in transforming the future footwear district
belongs to Voltan, the main imprint of the transition from the production of medium
quality to the luxury one belongs to Luigino Rossi, the owner of the Rossimoda family
company in the 60s . Another example is Montebelluna footwear cluster in Italy, which
is more related to certain technological ruptures. Upgrading the technical knowledge
in Montebelluna dated back to 1937 with the invention of Vibram sole (a waterproof
material, particularly suited to walking in the mountains) by Vitaliano Bramani, which
in turn transformed the local industry. Studying specialization requires tracking
changes in the timeline, where specialization started, therefore we can locate when
variation starts, and which circumstances let evolutionary mechanisms work.
Moreover, specialization represent a blueprint of company and very much fits to
genotypical variation-selection-replication model of General Darwinism. These

reasons encourage us to deepen our analysis on possible occurrences of specialization.
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6.10.2 Division of Work

In the original formulation of Marshallian district, the district is based on integrated
small firms, where scale economies are relatively low, and the agglomeration is mostly

influenced by external economies.

In most of the cases of shoe manufacturing, we see a division of labor, as shoe
production has several stages. Therefore, it is important to distinguish in general which
stages are carried out internally which are externally by the firms, enabling us to
classify outsourcing and external dependence. First, the operations requiring highly
specialized equipment or technical knowledge like model, pattern creation or last
making deserve attention. Second, there are other operations that are relatively labor
intensive, for example the stitching of uppers or hand-weaving. Via the outsourcing of

such work, producers decrease their costs on rent, equipment and particularly labor.

In order to be effective in the spatial agglomeration, the market-based relationships
among firms located in clusters are important. In this sense co-operative nature of
vertical relationships between independent agents are necessary for lowering
transactions costs. Especially the neo-Marshallian (new) industrial district tradition
(Becattini, 2004; Brusco, 1990; Piore and Sabel, 1984) explained the successful
performance of sectoral groups of SMEs in the northeastern and central part of the
Italian Peninsula — the so-called “Third Italy” — after the 1970s through strongly
specialized and extremely fragmented in a large number of SMEs. Here the external
economies of scale from which these firms could benefit is highlighted, moreover
common socio-institutional tissue enabled lowering of transaction costs even more.
This fact resulted in low levels of vertical integration and a strong division of labor

among district firms (Cainelli and lacobucci, 2009).

Another point drawn in the literature is the relationship between vertical integration
and technology intensity in the producing and supplying industries. There are several
theories about the effect of technology and technological change on the internal

organization of firms (Acemoglu et al., 2005).

But changes in organizations in the districts can be witnessed in different time periods.
Christopherson and Storper's (1986) work on the film industry in Los Angeles, Scott
(1986) and Scott and Paul's work on Orange County (1990), and Saxenian's work on
Silicon Valley (1990, 1991a, 1991b, 1994) showed us that changes in technologies or
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markets may trigger different forms of district organization. Some authors refer
exogenous conditions such as market turbulence (Balloni and lacobucci, 1997) while
some others emphasize endogenous conditions (Bianchi, 1992), such as the decrease
of mutual trust (Coro™ and Grandinetti, 1999) as the triggers of plausible organizational
changes. In either case while seeking to account for the reorganization of industrial

structure, historical analysis is crucial.

Both 1zmir and Konya are good examples of clusters as defined by Porter and similar
configurations of footwear clusters are present in Italy and Brazil. They all consist of
interconnected companies with component suppliers, machinery and equipment
providers and specialized infrastructure. Porter (1998) promotes the idea of clusters
and suggest it as a good way of how companies should be configured. Although Porter
represented clusters as a new kind of spatial organizational form, similar archetypes
exist beginning with the very first formation of local guilds. Thus, it can be argued that
such division of work, in other words, types of specialization have persisted since then.
On the contrary a different type of configuration in footwear manufacturing is
witnessed in some part of the World. For example, Chinese sports shoe cluster in
Jinjiang is the biggest sports shoe production region, established in 1986, which was
awarded with the title of "China Shoes Capital™ in December 2007. It was also declared
as the "national sports industry base" by the State General Administration of Sports
and consists of vertically integrated factories. Other examples of vertically integrated
agglomerations are found in old Soviet countries. This variation from cluster thinking
reflects the dominant logic of its founding conditions. Therefore, comparison of a
footwear agglomeration outside Turkey would provide additional insights, in this
sense Romanian footwear cluster will also be analyzed. Moreover, a similar attempt
during state-controlled economic development period in the early foundation of
Turkish Republic will be analyzed and the rationale behind the failure of this attempt
will be questioned in the light of our conceptual evolutionary model.

6.10.3 Collaboration

Population of small firms in a district cannot be classified only as agglomerated entities
that produce certain things separately, as the economic and social links and their
specific organization make them more than that. In that sense not only division of work

but also business environment plays an important part. As asserted by Becattini (1990)
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industrial district is featured by both a community and population of firms in one
naturally and historically bounded area. Italian school on industrial districts has viewed
rise of Third Italy as an endogenous process based on interaction and cooperation.
Firms in the district not only enjoy external scale economies due to their co-existence
and enhanced flexibility but also minimize uncertainty and opportunism (Bertini,
1994; Piore and Sabel 1984; Fabiani et al. 1998). As Putnam (1993) asserted social
trust and cooperation which are built on norms and civic engagement reduce reasons

to defect and enhance future cooperation.

On the other hand, the social settings that condition the operation evolve through
history and historical ruptures and have extremely long-lived consequences which do
not necessarily yield a social setting of total reciprocity/trust, but also to a
dependence/exploitation (Putnam, 1993). The importance of historical institutions in
the long run is illustrated by Douglass North’s (1990) study on different development
paths of North and South America depending on their colonial legacies even though
both possess similar constitutional forms, resources and similar international
opportunities. In order to understand different social capital formations in time, not
only historical legacies but also changing environmental factors should be analyzed.
While districts evolve and vary in time, different periods may reflect different levels
of social capital and observed implications may then depend on the particular
characteristics of the context and temporal period (Becattini 1990). Therefore, analyses
towards historical legacies should be coupled with environmental factors affecting
them.

As explained under the conceptual evolutionary framework, group selection theory
suggests that group of companies may be exposed to different levels of environmental
selection forces per their collective ability to cope with environmental forces. As Izmir
has illustrated a better example of cooperation on UR-GE project unlike Konya, a
possible imprint on collaborative capability will be analyzed and if found, the interplay
between heredity and environmental influencers, which might potentially play a role

in the formation of imprints, will be presented.

6.11 Imprinting on Specialization

As mentioned above, each province is usually more specialized in a particular type of

shoe. Konya and Gaziantep are more oriented towards the production of men's shoes,
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but Izmir specializes in the branch of women's and children's shoes with leather
(Ozgodrekei and Ongiit, 2005). The interviews in Konya supported that production of
women shoes were not very common during pre-industrialization (Arasta) period but

existed.

“There were few people who made women's shoes (zenne) in 1965, the black rubber

shoe (kara lastik) was made in Antep” (Ambar, interview, May 16, 2019).
“Konya was always ahead in men's shoes” (Deresoy, interview, May 16, 2019).

“In the Arasta, there were people who made women shoes (zenne) like Albanian Zekai
(Cyprus immigrant), there were also few during the second industrial site” (Ata,
interview, May 17, 2019).

On the other hand, interviewees in Izmir mostly stated that 1zmir has been well known
for its women shoes since early Arasta times. Siradagh (interview, May 23, 2019)

mentions the company roots as 100 years of making women shoes in Izmir.

Levent Cevikel owner of Ko¢ Kundura, established in 1965, narrates: “We were
producing women shoes (zenne), in Izmir mostly women shoes were made, men shoes
were fewer and some production of kids shoes were taking place” (Cevikel, interview,
May 24, 2019).

On the other hand, Faruk Hanoglu who has almost a half century work experience in

the industry stated that:

I have been a shoemaker for 46 years, | have been at all stages of production
and marketing. | started with my father, we were producing men's shoes, more
than half of 1zmir was producing men's shoes, the production turned to woman
shoes later. In the past, women consumers did not have a lot of shoes, it

developed with fashion. (Hanoglu, interview, May 23, 2019)

Although these statements do not provide the precise level of specialization in women
shoes during Arasta times, it is evident that know-how of women shoes existed to

some extent and developed as the demand grew.

Those who keep up with the change only remain in the market, which leads to the
specialization of the workshops in particular types of shoes. The oldest masters in

shoemaking are those who produce men's shoes, some of the people working in this
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field have developed the production of women's shoes in order to respond to the new
demand over time (Akkayan, 2007).

Numerous examples including the case of Leipzig book publishing industry show that
sources of specialization of an industry could be both exogenous and endogenous. But
the important commonality is the effect on demand conditions. No matter the origin of
the influencer we can track the change in demand condition for the focal collective to
locate the influencer. In the next section how demand conditions changed, how new

opportunities arise related to this change will be showed for Turkish footwear industry.
6.11.1 Change in demand conditions

6.11.1.1 Footwear demand in pre-Tanzimat period

During the Ottoman period, the people who produced shoes and sellers were called
‘kavaf’. This term is still used in some regions. According to the shoe types they were
made with different names, they were called ¢izmeci, nalinci, yemenici, terlik¢i and
pabuggu. Therefore, it is understood that the expertise of the shoe type has existed even
in that period. We should also note that the shoes which were worn inside and outside
the house in the Ottoman period differed from each other. As mentioned before,
footwear is a cultural product and had functions more than preserving or comforting
foot. Shoes, as in every geography in Anatolia, soldier, peasant or palace people
showed differences according to the clothing style. As in every part of the world, it

had been a status indicator in Anatolia.

From the records, it is understood that the production of footwear was strictly
controlled until the end of the 18th century. For example, the decree issued in 1788
did not allow shoemakers to use of expensive fabrics (e.g. the use of fine silk), these
attempts of the Ottoman Empire was aiming to prevent social differentiation and the
fall of the hierarchy (Goody, 1980). Moreover, according to the position and
occupation of the person in society, clothing was differentiated by the state. Sultan
Selim Il. On 1 August 1568, published an edict and described the details of non-

Muslim clothing pertaining to certain rules.

In order to differentiate the look between not only Muslims and non-Muslims, but also
ranks, shoes were expected to be in decisive colors and types. In the Ottoman archives,

the edicts, provisions and regulations related to the clothing of non-Muslims who lived
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in the territory were strict. For example, while ulema (Muslim theolog) was wearing
blue color shoes at the protocol gathering, the Muslim folk was wearing yellow shoes
and quilted caps. Armenians used the purple color and the Greeks used the black color.
The poor non-Muslims had to wear two-eared lining shoes, a gadi (muslim judge) had
to wear different colors of shoes according to his marital status, yellow if single and
red if married and green if widower. In this way, demand for different colors and
different types of shoes were identified and produced in separate places. In a sense, the
demand is controlled within the framework of the rules set by the state. Even 15 days
after the announcement of the first edict 1. Selim has declared that some raw material
and shoe prices had increased unreasonably as a result of failure to comply with the

decree and issued a new edict (Yilmaz, 2007).

It is evident in the edicts issued later that the control over non-Muslims was continued.
For example, in the edict issued in 1577, Murat the 11l stated that those who did not
comply with the rules of clothing would be punished by death. On the other hand,
records also show that the Ottoman state gave some concessions to some non-muslims
in some periods and they could wear clothes and shoes belonging to Muslims (Y1lmaz,

2007).

The Janissaries used to wear yemeni (a flat shoe) at city centers, but a lace-up postal
during campaigns. Officers wore yellow, and regular soldiers wore a red buskin.
Palace shoes were not very different from other shoes, high and short-cropped boots,
slippers, leathery-based cavalry shoes and horseshoes were preferred types of shoes.
The shoes worn by the public is called basmak, ¢arik and yemeni. This practice

continued until 1839 Tanzimat Edict.

Collections exhibited at the Vehbi Ko¢ Foundation Museum, Sadberg Hanim Museum
and Topkap1 Palace Museum include shoes worn from the 16th century to the 19th
century. 16th century shoe models were more traditional, while by the 17th century
the Western influence is observed. Western style shoes and clothing orientation began
in 1826 with the removal of the janissaries and the dressing of the army with a western

style.

6.11.1.2 Footwear demand in post-Tanzimat period

In the 18th and 19th centuries, with the influence of European fashion trends, shoes

called buskin (fotin) began to be worn. Buskin were long, sturdy, showy leather shoes
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with cones. Reforms of Mahmut I had created a significant difference in clothing. On
the other hand, while the reforms of Mahmud II created a new look in men’s dress, the
evolution process of women’s dress was shaped in post-Tanzimat period depending on

the new way of life.

This evolution process, which was rather understood as the moving away of urban
women from their traditional look, especially became an intense struggle area after
1908. The perception of women as one of the objects of modernization, influenced the
positions of Western-oriented or conservative writers vis-a-vis this subject.
Transformation of Ottoman traditional society in the Tanzimat period was not a
spontaneous process led by the internal dynamics, rather it coincided with a reform
period which became inevitable with the European supremacy and which was initiated

and directed by the state and participation of women in working life was limited (Avci,

2007)

Ottoman Empire 's efforts towards westernization started in the 18th century by Selim
I11 and Mahmut 1 especially in the social realm and continued with the reforms during
the early republic period lead by M.Kemal Atatiirk. As a result large majority of the
urban society dressed up as their western counterparts.

Women's entry into the work life accelerated after the declaration of republic and this
led to various changes in shoes (Kuru and Paksoy, 2008). This change is explained in

the ‘Yarim Ay’ Magazine in 1935:

Since the day when women started to work, we can say that a big change even
a new revolution in the fashion of shoes was achieved. Even the Chinese have
abandoned the small-foot fashion, which has been customary for centuries.
Now the feet are not made according to the shoes, but the shoes are made
according to the feet. During the period when the woman was ornamental, her
shoes were worn to make her feet look small and elegant. However, now that
women, like men working in business and doing sports, walking, running,
tight-fitting shoes are no longer in the past. Every woman wears shoes. The
most necessary feature is to be comfortable for the foot. For this, the more
comfortable the street shoes are, the more comfortable, simple and open the
special day shoes are. In fact, the backless slippers we wear at home, they put

on the street wearing fashion in Europe. (p. 24-25)
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In the 1930s, models for shoes production were brought from abroad. At that time,
there were no designers drawing shoes. In order to overcome this shortage, the first
shoe model book Turkish Shoemaking No: 1 prepared by the painter Cemil was
published in 1936 by the Istanbul General Shoemakers Association (Kuru and Paksoy,
2008).

Figure 6.5 : Turkish shoemaking book no:1, model book, General Shoemakers
Association, Istanbul, 1936 (anonymous).

Ismail Kemal Giizelaydin was one of the well-known shoemakers for well-educated
people in the 1930s, he stated that:

There are two fundamental changes in the 1936 summer women's shoes, one
of which is the heels and the second one is the noses of the shoes. The backs
of the thickened heels have two corners and are slightly shortened, while the
noses have a round shape in proportion. In the same year, four corner noses
which were fashionable in Europe did not receive the same reaction from
consumers in Turkey, actually Turkish women's feet are small, fleshy and

shaped, but most of them are combed. (Kuru and Paksoy, 2008)

Between 1938 and 1939, the iskarpin shoes were sportier and simpler, but they were
very stylish with the details on them. Heels were short for daily shoes. The high heels
of the night shoes are very detailed and detailed. Between 1938 and 1939, the changes
in the fashion of the shoes were followed and presented to the customers by

shoemakers.

Figure 6.6 : Fashion album, 1938 Oxford shoe fashion, Ismail Kemal Giizelaydn.
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In the 1940s, although comfort was still the prominent feature for the shoe models, not
only European fashion but also in American fashion were reflected in shoe models
(Kuru and Paksoy, 2008). Since the 1950s, the increase in population has started due
to urbanization and income, and the demand for footwear has started to increase and

shoe manufacturing has turned towards mechanization (Kuru and Paksoy, 2008).

Increase in women shoe demand with western styles is not addressed equally by all
footwear production clusters. It is seen that this window of opportunity related to new
clothing and western style shoes was enjoyed by producers in Izmir, in the next section,
the circumstances that let footwear producers in Izmir to enjoy changing demand
conditions will be discussed.

6.11.2 Variation and selection of Izmir footwear producers

Izmir was one of the cities that benefited the most from the increasing trade relations
triggered by the Industrial Revolution throughout the 19th century. Itss port allowed
the products produced in fertile agricultural areas located in the city's sub-region to be
exported to world countries. With the Balta Harbor Trade Agreement signed with
Britain in 1838, the Ottoman administration removed many obstacles in front of
foreign merchants and the right of foreigners to buy real estate in the Ottoman country.
These decisions increased the attractiveness of the most commercially lucrative region
of the Ottoman country, Izmir and contributed to the creation of new business areas

and an upsurge in the population of the city (Kerimoglu, 2013).

In the years 1890-1913, Izmir was one of the first ports in Europe, where the wealth
of the people was increasing, and big trade houses were established in Izmir (Gursoy,
1993). The transformation of Izmir into the one of the most important port city of the
Eastern Mediterranean attracted the international traders and the number of foreigners
in the city increased. In 1847 the population of foreigners was estimated 15,000 and
increased to 50,000 in the 1880s and the population of Izmir, which was reached
154,000 in 1885 exceeded 200,000 in the beginning of 20th century (Kerimoglu,
2013). One of the most interesting features of Izmir's population structure was the
cosmopolitan exhibition of the urban population. In the population composition of the
city, non-Muslim Ottoman citizens and foreign nationals residing in Izmir had an

important position in commercial activities of Izmir. Of course, this originality was
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reflected in the social life. Innovations and freedoms that could not be imagined in
many parts of the Empire were experienced in this city (Yakar, 2004).

The city, which attracted increasing attention both from the capitalist Western world
and from the Ottoman administration, began to reform itself by adopting Western
practices. As the traditional production relations were replaced by capitalist ones,
Izmir began to enter into a rapid integration with the capitalist world economy
(Kerimoglu, 2013). In the Frenkian neighborhood, stores brought Western products,
and created a center of attraction for those who were Western lifestyle wannabes.
(Kerimoglu, 2013).

Moreover, westerners, who lack knowledge in the market and the producers of the
region, established commercial relations with the producers using the Greek,
Armenian and Jewish Ottoman citizens as intermediaries and directed them to the
production of certain products. In the late 19th century, western-style shoe
manufacturing was started by Rum craftsmen and most of the masters of Turkish

producers were Greek.

Our first place of work was in the area where the old Greek houses were
located, our grandfather came to Izmir from Manisa, the masters of their
masters were all Greek, Armenian, Jewish. The production area was near the
Jewish synagogue, most of the terms used in shoemaking are of Greek origin.
They were good masters and the new masters they trained (my father and his
friends) were among the few masters of Izmir. (Cevikel, interview, May 24,
2019).

There are some Greek origin words in the discourse of shoemaking like; limaki

(Emery), mastalya (wooden bucket), danalya (asting pincers) (Akpinar, interview,

May 24, 2019).

Shoes have been directly related to requirements of cultural and social life, as Bourdieu
has asserted that crucial consumption patterns are linked to the development of socio-
cultural identities (Bocok, 1995). The field shapes the individuals’ preferences and
logic of the practice of consumption. The sense of women’s wears primarily began in
large residential centers such as Istanbul and Izmir in the 19th century and as women
gradually began to participate in the social life, along with the westernization

movement (Sancaktar, 2006).
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Considering the fact that shoes had been mostly custom-made until 1960s, shaping of
the local demand could be analyzed through examination of the social structure of
Izmir. As mentioned, together with the first design of the Republic, a new habitus was
developed in urban women's clothing and in the continuum, it has become normal,
immanent and ordinary. From the years of the Ottoman period until the 1960s, urban
women gained a new habit parallel to political, economic and cultural transformation

and internalized this habit over time (Y1lmaz, 2010).

Regarding fashion, developments during the late Ottoman period continued during
Republic period through reforms. Modernization and westernization policy by the state
speeded up western lifestyle and the reforms of state directed to clothing influenced
this transition. New modern women were idealized and promoted in the magazines of
the period (Kaya, 2014).

As women played an important role in the process of internalizing the Republican
revolutions in Turkish society, the integration of women into urban social life by
adopting revolutions regarded as success of revolutions and the new state (Cakar,
1998). For this reason, women's pursuit of fashion and a modern appearance were

supported and encouraged by the government (Kandiyoti, 2007).

The status of women clothing in Izmir in the 1950s has shown in the Yeni Asir
newspaper dated April 4, 1950: “You can see the reflection of all international fashion
magazines in Izmir, clothing is very important in this city, presentable clothing is a
social norm” (Gedikler, 2006).

In the 1950s, ready-to-wear was not widespread among the inhabitants of Izmir, it was
mostly preferred by the rural people, while the wealthier families had their clothes
sewed to private tailors. Besides, there was much interest in art schools and institutes
among women, there were also people in middle-class families who knew and
practiced sewing at home or in the immediate vicinity (Gedikler, 2006). Women of
both wealthy and middle-class families did not fall short to follow fashion within their
budget limits in those years as changes in clothing fashion could be observed both in

women's and fashion pages of newspapers and in fashion magazines.

Another important institution in the change and transformation of clothing was “girls
art schools and girls institutes” which were first founded in 1909 as /ttihad-i Osmanli

Mektebi, teaching handicraft, sewing, gymnastics, cutting, lace, laundry, reorganized
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in 1927 as “girls art institutes” (Barbarosoglu, 2009). In 1932, girls' art schools
launched their evening classes. In 1938, mobile courses were organized for 7-9
months, which tried to to reach peasant women (Caporal, 1982). Girls 'Institutes and
Evening Girls' Art Schools were very important institutions for the spread of fashion.
Aim of the institutes was to develop their knowledge and skills in Turkish clothing and
handicrafts, however they became one of the most important tools of modernization in
the field of clothing (Yilmaz, 2010). In the 1950s, women in modern districts such as
Alsancak and Karsiyaka in Izmir were tracking fashion not only from newspapers, but
also from fashion shows of girls’ institutes, these shows were an important opportunity
to monitor fashion (Gedikler, 2006). 1950s urban working women, distinguished
women with a new habitus, which was affected by European and US fashion culture
(Y1lmaz, 2010). Women in Izmir seem to be in a better position than in other cities, in
terms of clothing, social status, working and education opportunities (Gedikler, 2006).
In figure 6.7, we see that Izmir Girls High School teachers wearing stylish, well-

groomed clothes suitable for working conditions.

The process of the participation of women to the workforce, to the workshops and then
to the factories started in the last period of the Ottoman Empire and continued during
the Republican period. There was a continuity in terms of sectors and fields of activity
of women for these consequent periods. The inclusion of women in the labor market
in Turkey increased temporarily in order to replace the male labor force, which had
decreased dramatically in 1915 due to the war. In the Republican period, as in the
Empire, women workers mainly worked in the fields of weaving, food, drink and
tobacco (Makal, 2001). Non-agricultural labor force participation of women in Turkey
increased after 1950s, owing to the migration from the rural areas to the city centers,
increasing adaptation to the characteristics of the urban life and changes in the family
structure. Changes in the family labor relations caused alteration of the social position
of women and their place in the working life (Berber and Eser, 2008). Figure 6.7 shows
that Izmir Girls' High School teachers are wearing stylish, well-groomed clothes

suitable for their working conditions.
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Moreover, magazines have been an important tool for urban women to internalize the
process of modern clothing. In these magazines, issues indicating how urban women

should behave were properly addressed (Hayat Magazine, 7 June 1957) and

suggestions were listed.

Figure 6.8 : Hayat Magazine (Selim Siradaglh archives / 7.6.1957).

Magazines were also information sources for shoemakers to follow trends and make

new models. During the interview with Selim Siradagli who was the 3™ generation
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owner of the company producing women shoes since foundation, showed magazines

dated 1950s and 60s that were used for product development (Figure 6.9. and 6.10).

1960s).

Figure 6.10 : Advertisement of shoes in Vouge magazine (Selim Siradagli archives /
1.12.1950).

In order to respond local demand Izmir shoe firms continuously needed to reflect up

to date fashion to their products. International fairs also presented opportunity for
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producers to learn about not only new techniques and technologies but also fashion.
These local information opportunities on new models or technologies were pumped to
the internal networks. Faruk Hanoglu explains Izmir firms’ ability to capture new

trends with fairs:

“It was very beneficial for Izmir to have a more educated generation who went to
Europe, increased its product quality and improved itself at the Istanbul fair.”

(Hanoglu, interview, May 23, 2019).

Based on the data collected in Gedikpasa and Carsikapi shoe makers for an
anthropology study in 1979, Kirimli (2007) asserted that the shoes masters became
masters after doing a 9-year (median) journeyman, but those who produced women's
shoes exceeded 10 years of craftsmanship due to the required aesthetic and artistic

efforts compared with men's shoes.

One of the evidences about Izmir’s ability to make good women shoes is also seen in
the competition during Izmir International Fair. A news in a national newspaper dated
August 26, 1968, referred Turkey Shoes contest (Figure 6.11). It also documents that
prominent bureaucrats and artists (e.g. Zeki Miiren) attended the ceremony. Beyond
showing Izmir’s success in women’s shoes, the news shows the cozy artisanal

environment necessary for a fashion culture.
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Figure 6.11 : Turkey shoes contest in Hurriyet newspaper, (Selim Siradagli archives
/26.8.1968).
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6.11.3 Retention

Retention mechanism requires the related replication of genotypes. As the know-how
of women shoemaking is the genotype in this case, retention depends on the the
replication of this know-how among the firms of population. As discussed before, the
knowledge can be replicated through different ways e.g local networks, mobility of
human capital, spin-offs, firm splits, most of them are observed for shoe clusters.

Traditional shoemaking learned within an apprenticeship system that includes ranks
and degrees of qualification is very important. In the 1980s, the professional
competence ranking in traditional shoe making workshops was not determined by a
formal board or an authorized professional association, traditions and market

functioning were decisive in this regard (Akkayan, 2007).

In traditional shoe production, newcomers to the profession (Cirak) learn to make
shoes at work depending on the master. Starting with simple jobs, they develop
professional skills and progress over time to become competent in certain jobs. They
successfully complete the first stage of professional progress and move to a new
intermediate status, which is called journeyman (Kalfa). On the other hand, raking of
master (Usta) is only gained via opening a workshop (Akkayan, 2007). As we see,

spin-off is natural result of the professional life of a shoemaker.

The profession requires not only learning technology but also discourse, tools, raw
material and how to use them. While apprentices who are trained at work in traditional
shoe making workshops, can move to the next stage also through opening their own
workshop or evaluating the offers from other workshops (Akkayan, 2007). Hiiseyin
Ata, explains his professional development, which is a very common example in the

industry, as follows:

“I entered the profession in 1982, with the advice of my brother, he advised me to
become shoemaker or a stitcher, I became journeyman in 1987, then | founded my
company in 2004 (H. Ata, interview, May 16, 2019).

On the other hand, the workshops which decide to learn new models or shoe types may

hire masters and the mobility of masters accelerates the knowledge dissemination.

“Ready-made sole versions of women's shoes were close to men's shoes, a master was
brought for it from the outside and he taught us something, companies learn from each
other.” (Akpinar, interview, May 24, 2019).
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Moreover, we also observe that family business enables knowledge dissemination over

generations.

I have been a shoemaker for 46 years; | have been at all stages of production and

marketing. I started working with my father (Hanoglu, interview, May 23, 2019).

My father started to work in a producer making heels in 1967. Two years later he

bought the shop in installments (Oztiirk, interview, May 23, 2019).

The success of replication depends on enduring variation which leads to critical mass.
Since the 1950s, the increase in population has started due to the intensification of
urbanization and increases in income, as the demand for footwear has started to
increase and shoe manufacturing began to adopt mechanization (Kuru and Paksoy,
2008). As demand continued to increase replication accelerated. Hakan Oztiirk
describes this threshold:

The main artisanship of Rums is making women and kids shoes, especially
women shoes.The know-how in women shoes has been passed over
generations through masters and firms. Today, sub-industry and masters are
mostly originated from women shoe production. There are shoe last makers
specialized in kids’ shoes, they know the sizes and don’t have difficulty in
adopting to novel changes. For example, if someone from Antep wanted to get
a specific women shoe last he had to come to Izmir and get the base structure
of the shoe model. Afterwards some Izmir companies opened branches in
Antep and Konya but having the base structure and the last was not enough,
stitchery is very important for women shoes which require specialization.
(Oztiirk, interview, May 23, 2019)

Without retention the impact cannot be fully formed, and the impact reaches to the
critical mass through replication and/or diffusion. Initiated with local demand,
continuous knowledge dissemination among Izmir firms created vested interests in
women shoe making, when women shoe demand expanded to the other regions of

Turkey Izmir has already become the dominant producer after Istanbul.

6.12 Imprinting on the Division of Work

In the early Ottoman period, there was specialization rather than division of work

among shoemakers. Shoemakers were working in small workshops with few people.

131



Record dated 1636 shows that shoemaking consisted of small workshops with 3-5
people working. At that time, shoes were totally handmade and did not require
different types of machinery. For example; Faroghi (2009) mentions four separate
shoemaking crafts based on types of footwear: basmakc¢ilar, pabugcular, ¢izmeciler

and saray pabuggulari in sixteenth century who had their own guilds.

In a record dated 1651, the products in Ciindi Ahmet Celebi's shop were listed and
there was only one type of shoe and the materials used to produce it. It is known that
the disagreements regarding the who will produce what is predetermined and disputes

are resolved by local judge (kadh).

The division of work increased after industrial revolution as well as the utilization of
different machinery in shoe production. Last making, cutting and lathing were some
of the special phases that were made by separate specialists. These special processes
are carried by different workshops which were found near the shoe producers in
Bedesten and these workshop agglomerations created a synergy and the structure of

shoe production changed.

The structure of industrial organization of Turkish footwear production in pre and
postindustrial periods shows us three imprinting attempts. First, the case of stitcheries,
those have persisted in separate small workshops since early industrial period despite
the increase in production in decades and become one of the major issues in front of
the industry with unregistered, overloaded, fluctuating, unhealthy situation. Second,
the case of Sumerbank, which was a government enterprise initiated in the early
Republic period which was a unique example of a vertical production model but failed
to survive and lastly the case of ready-made sole which caused milling and sole
stitching workshops to become absolute changed the industry. Below sections,

evolutionary mechanisms governing in these cases are presented.

6.12.1 Evolutionary Mechanisms In the Case of Upper-Stitchers

Sensitive Period and Environmental Influencer: Traditional shoe manufacturing,
which dates back to ancient times, used to be made by hand. Shoes such as sandals,
yemeni, mest, and slippers were hand made by a master. Here, the master is the one
who cuts and sews leather, makes a sole lining and completes it. His assistants are
journeymen and apprentices. While the master performed the important operations

himself, he would leave the simpler operations to the journeymen and apprentices.
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This work was done in small workshops. Today, specialization has started to increase
the quality and quantity of production.

In the workshops, people can do certain and same jobs with better quality and faster.
Cutting is done in the workshop, sewing is done in the same place or in another
specialized unit. Throwing to the top, that is, the process of combining the upper and
the base is done in the workshop. In this sense usage of sewing machine in the

production process has increased the product durability significantly.

The First Successful Sewing Machine that used a hooked needle and one thread,
creating a chain stitch was invented by Barthelemy Thimonnier in 1830. After that
several inventions are created and patented by handful of other inventors and started
the “Sewing Machine War”, they all claimed different key parts of the modern sewing
machine. This war ended by the formation of the first patent pool and first successful

commercial trust, known as the Sewing Machine Combination (Mossoff, 2009).

At the end, this war didn't hinder Singer from producing his own machine and he
established his mass-production facility in New York, and by 1860 the company
achieved the distinction of becoming the biggest sewing machine manufacturer
worldwide. Singer sewing machines; first began to be sold in 1886 in Istanbul and
Izmir in Turkey, and Singer, opened its first dealer shop in 1904 in Istiklal Street and
become the first foreign company opening a dealer shop and issuing invoices in Turkey
(“Singer”, n.d)

Variation: However, it is not possible to address the companies pioneered using
sewing machine in upper stitching, it is most probably that Istanbul and Izmir were the
places these companies located. Establishment statement of Izmir Shoemakers Society
dated 1921-22 mentions the upper stitchers as separate profession along with shoe
makers (Yilmaz, 2007).

Upper stitching has been dominantly outsourced since the Bedesten/Arasta times,
Faruk Hanoglu describes this division of work as: “The upper stitching has been
separate, it was done in a different place, this was also the case in Cesmelik,
Mezerlikbas1 Karabaglar, these has been different workshops” (Hanoglu, interview,

May 23, 2019), in Konya Riza Ata, Ali Deresoy and Osman Avsar describes as follow:

We had a deceased master making mesh, the mesh stitching was very difficult,

..., when the master starts, he cannot stop until it is finished. Mesh, women and
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men uppers were stitched by different masters, there was not as much
production as today, I'm talking about the 1960s, the total number of shoes that
were produced at the time in Konya was not more than production of an

average factory today. (R. Ata, interview, May 17, 2019)

My father's grandfather was doing mesh stitching in Arasata, my grandfather
was also doing mesh stitching, my father carries the profession he learned from
his grandfather to his own business in 1955, his stitching business continued
until 1972, afterwards he started selling shoe materials. (Deresoy, interview,
May 16, 2019).

“At that time (1965), cutting was handmade, the cross (cut correction) was done by
upper stitcher, they had the model pattern at their workshop, for example mesh,

stitchers have the pattern, they cross and stitch” (Ambar, interview, May 16, 2019).

These narratives also support that upper stitching has been a separate profession in
both clusters since artisan times. Moreover, we learn that upper stitching has also

different specialists for different types of shoes like mesh and others.

Selection: Sewing machine used for upper is different than sole stitching machine and
although it created a dramatic increase in productivity, it only accelerated one phase.
The companies who bought this machine had to utilize it with all production orders of
shoe makers around in the era of weak demand. Therefore, rationale behind having
different workshops not only required specialization but also small batch sizes, during
this period the quantity produced was very low which yields to consolidation of small
batched orders and outsourcing. The rationale behind division of work continued to

remain valid for next decades, Faruk Ambar recalls those days as:

The upper stitchers has been working in the same status. When | came back to
the new industry in 1978, we enlarged our workshop from 20m2 to 50m2.
When we put the bench, the shop remained empty. Then, we invited an upper
stitcher, a friend, he not only worked for us but also for other producers.
(Ambar, interview, May 16, 2019)

On the other hand, as shoe consumption has increased steadily in the following years,
the structure of upper stitching workshops should have been changed, but it is still

observed that most of these workshops are consist of small teams, the structure has not
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been changed so for. How this structure retained despite demand increase is explained
below.

Retention: As stated in the conceptual model, successful practices not only increase
survival rates but also its spin-offs. Through rounds of selection, the model of
outsourcing upper stitching diffused and become a separate profession among
shoemakers.

New apprentices in upper stitching not only specialize in a type of product (ex. men,
women or kids) in these small workshops but also depart to open their own workshops
when become experienced enough. Moreover, the decrease in the price of sewing
machine along with the technological maturity enabled apprentices to open upper
stitching workshops much easier than before. Although the main reproduction of this
model is spin-offs within clusters, to an extent, we also observe labor mobility between

clusters based on working conditions or social affiliations (e.g relatives).

The producers who witnessed Konya Bedesten and other industrial sites explained the

division of work and how it continued as:

The work done was heavy, the manufacturer was many, but not many shoes
could be made, the resulting number was small, ...there was a hand cut in the
1965s, it would be cut on the log, there were 2-3 patterns, stitchers would cross
the uppers, ..., then they started to cut on glass between 1970 and1975. When
we came to the second industry for the first time, we increased our production
area from 20m2 to 50 m2, when we put the work bench, the shop remained
empty, we invited the stitcher, a friend, to produce both for us and others
(F.Ambar, interview, May 16, 2019).

As shoe consumption increased along with the production with ready-made soles,
capacity required for upper stitching was also increased but small workshops persisted.
Interviewees explain current upper-stitching work as unregistered, overloaded,
undersupplied, fluctuating, unhealthy and not suitable for the conditions of
international chains. Persistence of small workshops despite the increase in industry
output shows the strength of retention forces. Two factors enable this persistence, first;
from transaction cost economies perspective the model of small workshops turns to be
still superior and second traditionalization reinforces within group fitness through

working habits.
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There were failed attempts to replace this model, one example is from Konya, an

entrepreneur opened an upper stitching factory with several production lines but failed,

Hiiseyin Ata narrates this initiative as:

A mass production line for upper stitching was set up in 1996. It had widened
our horizons, then this facility changed into shoe assembly. then it was closed,
the story ended in a 7-8 year period. Around 2003, the fabrication of the upper
work continued for a while, but then it ended, as it relied on the demand from
Istanbul. Besides, in those days, in general, the work was not formally
registered, there were neither insurance nor overtime in place, upper stitching
continued as unregistered, today 90% of the production is underground (H. Ata,
interview, May 16, 2019).

As this profession is still unregistered, TCE do not allow to replace the current model.

Hiseyin Ata explains the situation with upper stitcheries as:

The upper stitching teams in the industry do not exceed five workers, usually
3 to 5 people, and there are also ones whose on their own. There is no such
thing as social security, it is very cheap to buy machinery today, stitching
machine technology has almost not changed in upper stitching. It is very easy
to open a stitching workshop, anyone is able to buy machinery with almost one

week of income (H. Ata, interview, May 16, 2019).

Moreover, irregular working hours, seasonality, underdeveloped managerial capacities

characterize the working environment of upper stitcheries and reinforcing the status

quo.

For those who work for the domestic market, the fluctuation is too high, for
example today they stitch for 4TL per pairs but in high seasons they won’t do
the same work for 6 TL. After a while they would stitch it for 3 TL if they can’t
find enough orders. We would be ruined if Syrians did not come to work, they
balanced the shortage (H. Ata, interview, May 16, 2019).

No stitchery can quote a reasonable price when he is asked. He would ask the
producer what price he would offer, generally they do not make calculations.
there is no full disciplined work, they are not efficient, they come in the
morning, work until the evening, but the work has to be finished, if they do not,
they stay until 9-10 pm (H. Ata, interview, May 16, 2019).
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You cannot create a competitive environment, example: | have machines, | can
sew some designs cheaper, but when | say 5 liras and someone else says 7 liras,
then I will be questioned for my price or vice versa. Therefore, sometimes
stitchers don’t give price if the work is different than they generally do, they
have the lack of ability to calculate production cost per unit (Karadayi,

interview, May 16, 2019).

There is not enough supply of upper stitching as required in the market right
now, for example, today Deichmann produces 160 million pairs a year. If
Deichmann wants to build production operations in Turkey, it is easy to
establish assembly lines but they would face a serious supply shortage in sole
stitching. Moreover, those companies require registered work and this can’t be

provided by current stitchers (H. Ata, interview, May 16, 2019).

From the interviews the working conditions of stitcheries are summarized at the table
6.9 below.

Table 6.9 : Working conditions of stitcheries expressed in interviews.

Working Condition Founding Period Today
Batch Size Low High
Optimal  for  mass
Type of work More artisan production
Workshop Size (# of workers)  Small (less than 5) Small (3-5 generally)
Technology Investment Expensive Cheap
Working flexibility High High
Legal Registration N/A Unregistered

As stated in the table, although the batch size has increased since the artisan times and
the type of work departed from artisanry and became optimal for mass production,
small stitchery workshops still remained. Moreover, the current status of stitcheries

has become one of the main problematic issues in front of the whole industry.

In 2017 the stitchers initiated a riot and demanded a raise for the prices per pairs.
Konya is one of the cities where the upper stitcheries leave their jobs went on strike
like in many provinces due to low wages and poor working conditions. Workers, who
work 14-15 hours a day and most of them uninsured, started a resistance by stopping
work in front of Konya Aykent Site on September 18. The group of about 600 people
says that the factories they produce for them at low wages and that they cannot seek
their rights because they work unregistered (Turgut, 2017).
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Figure 6.12 : Stitchers on riot in Konya (Turgut, 2017).

In the past, when the minimum wage was 1000 TL and we were earning 1500
TL, we were considering that, at least we get insurance money upfront. But
now stitchers work far below the minimum wage. Moreover, they also invest
in the machine and undergo a risk for the penalty of being working
unregistered,..., a stitcher has 10 weeks of holiday per year. If a stitching
master can earn 52 thousand TL per year, it equals to the same money as the
minimum wage, considering insurance, daily meal and transportation. You
need to earn 1200-1300 lira per week for 42 weeks without any holiday.
(Karaday1, interview, May 16, 2019)

The situation becomes gangrened, the division of work which fitted the conditions of
artisan times persisted and yielded an unhealthy setup today. This situation is not
created by the act of any actor nor is a result of imported learning, it is formed and
sustained naturally. On the other hand, there is an example of government imitative

towards vertical integration. In the next section, this initiative will be discussed.

6.12.2 Evolutionary Mechanisms in the Case of Sumerbank

Parallel to the industrial revolution in Europe, the 19th century was a period of
transformation for the Ottoman Empire. Many of the traditional production methods
started to be implemented in industrial scales. During this period, the factories
established by the palace were pioneers, one of which was the Beykoz Leather and
Shoe factory, where the first mechanized shoe production was made. It was first
founded in 1810-1812 by the palace under the name of Debbaghane-i Amire in Beykoz
in the time of Mahmut Il and was obliged to make military shoes. In the second

constitutional period, it was renamed Beykoz Techizat-1 Askeriye.
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The military shoes, boots and harnesses produced were exhibited at the International
Paris Fair in 1856. Thus, it is an indication that the quality of the product produced by
the factory is trusted, in terms of quality, European standards have been reached and
Beykoz Leather and Shoe Factory has proven to be a leading factory (Yerlitag, 2013).
Additionally, shoes produced by Beykoz Factory won the gold medal at the
International Vienna Fair (Kayabal, 1999).

During early 1900s, there was no shoe factory other than the Beykoz Leather Shoe
Factory, shoemaking exists in the form of small workshops. Handmade shoes were
sold in stores and according to the estimates about 3,000 shoemakers worked for the

big stores in Istanbul (Kiiglikerman, 1988).

During the Republican period, this factory had an important place. Sumerbank was
established with its headquarters in Ankara under law no. 2262 issued on June 3, 1933,
this bank was in charge of operating the factories, including Beykoz Leather and Shoe
Factory to be taken over from the State Industrial Office, preparing and managing the
studies and projects of all industrial enterprises to be established with state capital. In
addition to meeting the military needs, the production of quality shoes suitable for the
purchasing power of the people has been its mission under the statism approach.
(Kiigiikerman, 1988).

On the other hand, only the ones with better income in cities and towns could order
shoes from the craftsmen. In this period the number of craftsmen who could meet the
comfort and elegance standards was very few. Shoe models were brought from Paris
or Istanbul, and they were produced by a small number of masters per order of the

customers.

The mechanization process in the shoe production was appreciated in Turkey towards
the end of the 1950s. Due to the lack of external competition in a closed market, most
of the private sector, which operates comfortably, could not realize its significance.
Those who did realize were not able to implement it in their production due to the lack
of capital, lack of experience, lack of scale, lack of infrastructure in transportation and

communication (Kuru and Paksoy, 2008).

When | went to Istanbul to buy a new model, | was told that models are no
longer sold to Anatolian producers, due to the collective usage by 5 different

producers. 3-4 workshops were using the same cutting molds. In the end they
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didn't give me the model, and then | realized that the work started from the
model. (Avsar, interview, May 16, 2019)

The public tried to play a leading role in this area through Sumerbank. In addition to
the Sumerbank Beykoz Shoe Factory in Istanbul, construction of 7 facilities
commenced through underdeveloped regions of the country in the second half of the
1970s, however, in the first half of the 1980s, 3 of them were able to start its operation
(Ozg¢orekei and Ongiit, 2005).

Yener Kaya narrates that:

Eight new shoe factory planned to be built with profits made by Beykoz
Leather Shoe Factory Turkey between 1978-1979, but then the coup occurred,
and these projects stopped. Even the machines of Van, Tercan and Sarikamis
Factories had been bought and delivered to us at that time. We put these
machines into operation, and Beykoz Leather Shoe Factory provided the
training of labor force for the new factories. (Yerlitas, 2013, p. 94)

In 1987, Sumerbank was transferred to the Public Partnership Administration in order
to be privatized and in 1999 its production was stopped. In 2004, it was purchased by
Yildirim Group as a real estate development, restoration and renovation project within
the scope of privatization. Today it hosts series / film shootings and events as a

nostalgic place.

Sensitive Period and Environmental Influencer: Although foundation of Beykoz
Leather and Shoe factory was dated back to early 19th century, the sensitive period for
this case started during the early Republic period when state planning was first initiated
and Sumerbank was established in 1933. This period had its dominant logic of state
industrialization based on raw materials, state primarily focuses on agriculture-based
industries and this logic reflected in the establishment Sumerbank. In line with the
conditions at the time; the main policy of the new Republic of Turkey was to achieve
development through rapid industrialization (Koksal and Ilkin, 1973). The negative
economic situation inherited from the Ottoman Empire forced the state to intervene,
and the state took the duty of operating the basic industries by establishing itself and
taking on the duty to meet the required capital accumulation, technical infrastructure

and personnel need (Basol, 1983).
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The approach of industrialization based on the raw material, which has been expressed
since the 1920s, has its place in the foundation of Sumerbank. In this manner the state
economy politics establishes the sensitive period and state acted as the main

environmental influencer in this period.

On the other hand, the state economy policies did not last for many decades. During
post WWII period state economy policies started to dissolve (Boratav, 2006).
Therefore, it can be asserted that the window of imprintability created by the sensitive

period started to close in this period.

Variation: The first variation of fully integrated facility was Beykoz Leather and Shoe
factory, later called Sumerbank. It was basically established to meet the needs of the
military. On the other hand, since the second half of the 19th century, the Ottoman
Empire remained behind the technological developments within capitalist economies
and the decline in revenues forced the state to transform in the production process, in
the mean time a major revolution occurred in the leather manufacturing industry with
the introduction of chromium compounds until the last quarter of the 19th century, and
Beykoz the first steam machines in its factory were installed in 1827 and the

production was increased drastically (Yerlitas, 2013).

Due to poor development performance of liberal policies during 1920s and stagnation
felt in the Turkish economy in parallel with the 1929 World economic crisis, state led
development model gained attraction and, in this period, the most important example
of state business was Sumerbank that established as a development conglomerate after
first five-year industrial plan prepared by the government (Saglam, 1980). This
variation was a result of direct intervention of government at organization level

therefore the variation can be determined a result of Wrigtian drift.

Selection: In Wrigtian drift, the evolutionary mechanisms determine new fit conditions
by breaking the focal entity away from a larger population and the selection of newly
founded organization depends on these conditions. Considering selection forces acting
on Sumerbank, protectionist acts of the state should be highlighted. As mentioned by
Yener Kaya, public institutions (i.e Military and State Railways) used to purchase
shoes directly from Sumerbank Beykoz Shoe Factory without a tender before the
procurement law came into effect in the 1980s (Yerlitas, 2013). Secondly, Sumerbank

was also selling its shoes directly to the consumers, in 1972 and in 1984 number of
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stores of Sumerbank reached to 228 and 468 respectively, and it is said to be the largest
marketing organization of its time (Danaci, 1996). Lack of another national brand was
strength of Sumberbank. Organizations profitability and increase in the production
also show the Sumerbank’s fit in the market conditions. Production almost tripled
between 1934 to 1940 and reached 902 thousand pairs (Tuna, 2002); 1940 prime
ministry audit committee report shows that factory realized a profit of 391.885.09 TL.
Moreover, interview with Yener Kaya also support this argument, Mr. Kaya narrates
that factory sustained its high profitability until 1980s, the Factory was in the top four
as a taxpayer between 1970-1980 and its profitability was almost 50% (Yerlitas, 2013).
All evidences support that Sumerbank Shoe Factory has an environmental fit but
whether or nor this fit results in a successful imprint also depends on reproductivity of

the interactor (Sumerbank Shoe Factory in this case) and diffusion of replicators.

Retention: As mentioned before population level fitness in an evolution is achieved
through either by diffusion of replicators to other interactors or through new off-

springs.

In the case of Sumerbank, although there is no evidence found that vertical
manufacturing practices copied to other firms in the industry, there are three main
barriers found blocking possible diffusion of replicators to other existing

manufacturers:

First, when absorptive capacity is low or existing routines are too dissimilar to allow
copying, the replication through diffusion may fail. The vertically integrated
manufacturing is much more complex than traditional manufacturing practices of
shoes and require not only utilization of different type machines but also industrial
planning and management practices. Traditional manufacturers’ knowledge bases are
far from this technological and managerial practices. Moreover, traditional
manufacturing firms are generally characterized as weak knowledge bases with limited
in-house knowledge generation. In the report of the commission of the leather and
leather products sector, prepared within the framework of the sixth five-year
development plan of 1991, highlights the presence of dwarf companies in the sector.
It is seen that by 1991 85% of the shoes manufacturing is based on small enterprises
and scattered throughout the country, but concentrated in Istanbul and all business
functions of these small workshops are directed and managed by the business owner,
on the other hand, the establishment of an effective organizational system requires a
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certain size and the smallness of the units that make up the line of business does not
allow the establishment and development of modern business functions in these units
(DPT, 1991, p. 109). Secondly, persistence of small workshops with high division of
work also represents existence of a parallel fit in the market. The DPT commission
report indicates two million pairs export with much less import and assumes domestic
consumption of shoes as 155 million pairs in 1987 (DPT, 1991). As huge portion of
the production is made for domestic market, which is segregated and work through
regional wholesalers. Moreover, considering the fact of shoes being a fashion object,
it can be suggested that demand conditions do not necessitate a mass production.
Thirdly, insufficient capital accumulation of the enterprises producing shoes also
prevents making large volume of shoes. (DPT, 1991) Cevikel, a producer from lzmir
also confirms that during the mechanization of industry in late 70s and 80s profit
margin was almost 50% from a pair of shoes, which also support the view of
environmental fit of the formation of the industry at the time (Cevikel, interview, May
24, 2019). Lastly, as far Sumerbank shoe factory is not located within a shoe district
of Istanbul, lack of physical proximity disables establishing intra-cluster knowledge

system.

6.12.3 State Initiative in Timisoara Footwear Cluster

Fully integrated type of manufacturing investments also seen in Soviet countries which
were coeval with Sumerbank initiative. During the socialist era production plants were
planned, designed and made by the central government. Footwear cluster in Timigoara
/ Romania, having socialist background, sets an example of state-planned production
district and in contrast to Sumerbak case, Belussi (2010) showed a great example of
successful stamp of state actions on footwear manufacturing in Timisoara. Therefore,
the case of Timisoara represents a valuable comparison understanding the imprinting
mechanism vyielding to failure or success of state initiatives towards integrated
manufacturing of shoe production since establishment of Soviet Union. After the fall
of socialist system, Romania together with other Central and Eastern European
countries (CEECS) initiated the international economic integration as a consequence
of trade liberalization and privatization of state-owned production facilities. The
process of liberalization was followed by international decentralization of production

from developed countries especially from Italy. In this period, although some of the
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agglomeration firms were privatized companies and their spin-offs most of them were

FDIs with greenfield investment.

Belussi (2010) found in their study that however Rumanian firms possess global ties
to knowledgeable Italian firms, they are much treated as satellite production hubs and
they continued to work in a closed system. However, the reorganization of state-owned
enterprises determined the end of a vertically integrated productive cycle, the main
logic of production did not evolve to a Marshallian district in Timisoara. Belussi
(2010) explained the reasons behind not evolving to a more cooperative production

model and maintaining the main logic as:

- The new owners of privatized production facilities were managers and employees

of the old state-owned enterprises

- Factories carry out only the productive function and usually almost all phases of
the productive cycle of the product, including the packaging phase but all raw
materials and generally all the techno-productive characteristics are provided by
mother company, thus blocking all relations with other enterprises representing a

more closed system.

- All subcontractors of capacity have an executive role and none of them is involved
in R&D activities;

- Not only machines but also most of the raw materials and many of the strategic
components were imported and all Italian enterprises located in Timisoara have

maintained, directly or indirectly, their own supply network in Italy or abroad.

Most of the Rumanian firms (83,3%) in Timisoara did not decentralize any activity to
other firms and most of them were spin-offs from privatized old shoe production
companies (Belussi, 2010). From this perspective it seems these companies inhere the
production logic of historical vertical production model of Soviet Union. Moreover,
the majority of firms act as dependent subcontractors of Italian firms. These buyer-
driven firms of are focused on production costs and the autonomy of enterprises in
terms of decision making are limited, inhibiting their capacity to develop their supplier

structure and create networks, leading to a self-sustaining system (Belussi, 2010).

The sensitive period of liberalization did not automatically reformed, the old logic of
closed system sustained. Moreover, lack of a variation of cooperative example that

could be selected by the environmental conditions and reproduced successively turns
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out to be the reason for persistence of socialist imprint. Compared with Sumerbak case,
as only one possible type of formation existed during the liberalization environment
did not have a choice, on the other side, for the Sumerbank case environment favored

both type of replicators which was different than Timosara footwear cluster.

Therefore, it can be asserted that not only variation is the first step of imprinting but
reaching a critical mass (or sometimes reaching to total of population as in the case of
Timisoara) through reproduction is important for solidification of the imprint, and
dominant logic of the sensitive period persists even during the coming sensitive

periods.

6.12.4 Evolutionary Mechanisms In the Case of Ready-made Sole

Sensitive Period and Environmental Influencer: Initiation of ready-made sole during
1990s was a major interruption in the division of work among workshops. Faruk
Hanoglu, former president of Aegean Shoe Industrialists Association with 46 years’

of experience explain what mechanization brought:

The production was more than craftsmanship rather than industry. There were
not even press cutting, all phases were made by hand. It lasted until the 1990s.
Mechanization brought easy production. There used to be different branches,
such as milling machines, sole processing, painting. After mechanization of
industry production became a lot easier, we faced supply-demand disbalance

due to over supply. (Hanoglu, interview, May 23, 2019)

Variation: Ali Deresoy defines the evolution of industry in three phases: before 1972,
between 1972 to 1996 and after 1996. In 1972 producers moved to first organized
industry site from city center and to the second organized site in 1998, he explains

these periods as below:

During 1972-1996, we faced transition from craftmanship to the industry, at
the beginning of 90s, pioneer in this sense was Zirve Shoe Factory which first
utilized mounting machines, Isbir Shoes and Model Shoes followed. Before
that, the largest manufacturer could only produce 100 pairs a day, due to
absence of ready-made sole at that time. At the first organized site; spaces were
shared, sole stitchers and milling was separate, clustering increased our
efficiency and number of customers, with the mechanization after 90s quality

and quantity have also increased. (A. Deresoy, interview, May 16, 2019).
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Initiation of ready-made sole opened a window of opportunity. First the variations like
Zirve, Isbir and Model in Konya, which have enough financial resources invested in
the new mounting machines and others followed. Not all of them were able to seize
the opportunity, some of the firms in the cluster lacked related knowledge to operate
these machines, Levent Cevikel who has been in footwear manufacturing since 1966

explains the mechanization as follows:

Production increased with new machines imported to Turkey. The way these
machines entered in Turkey was not quite right. In this period profit margin
was almost 50% from a pair of shoes. So many machines were sold to
producers who were unfamiliar with them and they would not bring any value
to the producer. Moreover, spare parts were not local, producers did not
allocate their capital correctly on these machinery investments. They were just
bought and were not used. | used to repair most of the machines in Izmir, oil
and pneumatics were leaking, the seal ring was torn, you would either bring
the ring from Italy or try to solve it by yourself in Izmir... (Cevikel, interview,
May 24, 2019)

Selection: Ready-made sole enabled shortening some of the production processes,
while reducing the need of others like sole stitching and milling. The output increased
drastically. Interviewee Hiiseyin Akpinar who used to be a milling worker explains

that transition:

...I got my primary school diploma at the factory, I stood out in my work and
my master rewarded me. It was upsetting that the milling was finished with the
transition to the ready-made sole. But | developed myself in other areas of the
shoe making. On the other hand, many other colleagues were forced to transfer

to other businesses branches. (Akpinar, interview, May 24, 2019).

Retention: A rapid diffusion of new technology was welcomed by following producers
(Hanoglu, interview, May 23, 2019), today all of the industry uses ready-made soles

with very few exceptions.
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6.13 Imprinting on the Collaboration

6.13.1 Collaboration Efforts of Shoemakers

In both cases in Izmir and Konya several common professional organizations such as,
shoemaker’s chamber, chamber of commerce and chamber of industry are present. In
both cases, production areas have been established by a construction cooperative, in
Izmir it is ISIK KENT, in Konya it is AYKENT. Both have links with local chamber
of trade which facilitates administrative connection with government. Moreover, local
associations for exploiting governmental incentives to some extent are also present, in
Izmir it is EGEAYSAD, in KONYA it is ANAYDER.

Some guild functions are not required today, like the supply of services and some of
them are administered by different institutions like arbitration or quality
standardization. Rest is solved by market itself like wages, workforce supply and
distribution of raw materials. On the other hand, today’s problems are different and
still require cooperation. In both URGE project need analysis reports, (IZTO 2015;
ANAYDER, 2014) the common problems for both Konya and I1zmir are listed as:

- International recognition of industry
- Lack of qualified workers

- Upper stitcheries

- Lack of R&D

- Under-scaled production

- Shrinkage in target markets

Especially the lack of qualified workforce and problems with upper stitcheries are
mentioned by most of the interviewees. In addition to that interviewees also
complained about long payment due dates and unfair competition caused by
unregistered production. Some actions taken to tackle these obstacles, but significant

progress has not been achieved yet.

Firstly, to supply sufficient qualified worker, both districts initiated technical high
schools projects. In Izmir, EGEAYSAD, in cooperation with, Izmir Chamber of
Shoemakers and Ministry of Education, Izmir Provincial Directorate, signed a protocol
to establish “Isikkent Shoemaking Anatolian Technical High School” within Isikkent
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Shoemakers Site Administration Complex in 2017 and the construction of the school
for 12 classrooms started. In Konya there has been an Anatolian Technical High
School since 2010, which was the second school supported by Turkish Footwear
Industry Research, Development and Education Foundation (TASEV). However,
interviewees in Konya did not seem to be satisfied with the qualifications of the
alumnus and show little interest to recruit them. Hiiseyin Ata highlighted the

inadequateness as:

“Those who are graduated from technical high schools are weak in the technique of
the work. They study to have diploma not to enter the profession. Moreover, there is a
huge gap between universities and manufacturers, we do not speak the same language,
the students are inadequate” (H. Ata, interview, May 16, 2019)

Another example of cooperation has been on the local fair organizations. 1zmir
Shoes and Bag Fair opened its doors for the 46th time on 23-25 October 2019.
This fair has been arranged with contributions of EGEAYSAD, Izmir
Shoemakers Chamber and Chamber of Trade. Konya also initiated a local shoe
fair in collaboration with Konya Shoemakers Chamber and Chamber of Trade
in 1996, it was the first trade fair organized for a specific profession. 29 fairs
were held and the last fair was on 20~23 June 2013. Hasan Uzman claimed that
after the outsource production for branded chains increased, making a fair to

invite buyers has become unnecessary (H. Uzman, interview, May 17, 2019).

On the other hand, in both cases firms has joined URGE projects. URGE project is a
national initiative to develop competitiveness of local firms through collaboration. The
communiqué on “Supporting the Development of International Competitiveness
Development” numbered 2010/8, allowed to integrate project-based needs analysis,
training, consultancy, promotion, employment, foreign marketing or procurement
committee and individual consultancy programs within the framework of cluster

understanding, project approach and a support mechanism.

In 2013, a new association called ANAYDER was established in Konya to attend this
initiative which required local firms to gather under a legal entity. ANAYDER has
received a grand worth of 2.75 million TL (25% of the expenditures should be financed

by attending firms), until today this grant was not utilized at all. In 1zmir, chamber of
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trade attended to the URGE project in collaboration with EGEAYSAD for shoe
industry in 2015.

Since then firms attended several international fairs, the incentive is still active and
being utilized by firms. EGEAYSAD’s success was depend on interlinking different

institutions:

All five institutions were poorly communicated, did not support each other.
Moreover, they were competing, none of them like other institution nor what
they do. We brought together the Chamber of Commerce, EGEAYSAD and
AYKUSAN at that time. We brought our friends to the management of these
institutions, so we were able to connect these 3 institutions. The shoemakers
chamber was not noteworthy, these three were sufficient for coordination.
Before that, there was no inter-institutional cooperation, projects prepared by
EGEAYSAD were not even discussed in the chamber (F. Hanoglu, interview,
May 23, 2019).

Nonetheless, the former president of EGEAYSAD Faruk Hanoglu complains about
the unwillingness of firms to participate, “For example we need ten attendees for the
fair, it is 2.000 Euro all-inclusive, which is a fair price, but they refrain from attending,
we had to persuade one by one, we try to help the sector” (F. Hanoglu, interview, May
23, 2019). Although, there are some firms in Izmir participating in URGE incentives
especially for international fairs, the collaboration opportunities are not used by

majority of firms.

Hiiseyin Akpinar as a controller visits quite many producers both inside and outside
of the district, his observation on cooperation among industry members supports this
view: “Firms are not very harmonious, there is sort of cooperation within the district

but those who are located outside, they stood on their foot.” (H. Akpinar, interview,

May 24, 2019)

Selim Siradagh attributes cooperation to non-rivalry, “I see that there are maximum
two big producers left in every branch. Therefore, it makes it easier to cooperate, he is

not your rival” (S. Siradagli, interview, May 23, 2019).

There also some other examples of collaboration beside the URGE project in Konya.

An example was the establishment of the sectoral foreign trade companies. It was a
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structure that was encouraged by the ministry at that time, as Ali Deresoy explains this

experience:

...so we tried this twice, the aim was to make investments that every company
cannot effort on its own, such as attending abroad fairs, Russia, Italy. I think it
was in 1998, the mechanization started, first company was founded by 12
firms. It was discontinued, our second experiment was a business partnership
establishing a brand (FUBBY), in 2012. It was established with big companies
such as Burcak Ltd, ikbal, As Zirve, Barboros. The aim was to ensure that the
companies that competed with each other were acting together and become
exporters. It was clear at the beginning that this cooperation would not be
possible with competing companies in the long run. The products were very
similar, but the prices were different. We aimed to create exporters out of them.
One company was successful, even made a factory investment in Azerbaijan
(A. Deresoy, interview, May 16, 2019).

Before ANAYDER, there were two more associations established in Konya, one of
them was KONAYSAD (Konya Shoe Manufacturers and Sub-Industries Association),
it was established by new generation businessmen in 2012 and other was KONAYDER
established in 2010 by pioneer companies before the coming elections of chamber of
commerce. Moreover, there was Konya Shoe Making Industry has been represented
within different cooperation structures: Konya Shoe Makers Chamber, Konya
Chamber of Commerce, Konya Chamber of Industry, Aykent Industrial District
Management, which created problem regarding measures of responsibility. Thus a new
association called KONAYDER is established, the mission of which was training of
qualified work force, conserving business values, provide social aids to veteran
artisans and their families, students, establishing export organization, informing its
members about government grands and organize attendance to international trades (A.

Deresoy, interview, May 16, 2019)

Another inventive towards collaboration was under a SME Networking Project, with
its full name “Technical Assistance for Empowering SMEs for Networking and Inter-
Regional Cooperation” Project, initiated on 22nd February 2011 by the Ministry of
Economy. The project had a budget of 5 million Euros and was jointly financed by the
European Union and the Republic of Turkey. It was planned that the project which

was launched on 28th July 2011 by Zafer Caglayan, the Minister of Economy will
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continue for 30 months and be completed in August 2013. This project was a successor
of “Development of a Clustering Policy in Turkey” Project (DCP Project). DCP
Project set the basis for new and comprehensive activities that have helped to raise
awareness in Turkey about clustering and to develop a capacity and that will be
conducted in the field. In 2012, Konya Shoe Makers Chamber with the help of
Mevlana Development Agency presented a “clustering center” report indicating that a
shoe cluster center under the leadership of shoe makers chamber should be established
and should carry functions as: training and project development, innovation and
clustering, finance and marketing. Today, none of these functions have been
established. Moreover, under this project they tried to make a collaboration with an
Italian designer but the competition between participating firms towards designs

hindered its progress and the project failed.

As seen from these experiences, the actions are more top down rather than bottom up,

comments of interviewees also supporting this view:

In the district, chamber of commerce organizes conferences, the chamber of
industry support through discounts on energy consumption, but they do not
organize foreign customers and bring them. The chamber leads action, the offer
comes from them, for example there is no inside request to arrange an

international visit (F. Ambar, interview, May 16, 2019)

“After 2010, everyone has minded his/her own business only (he uses the expression
‘gemisini yiizdiiren kaptan’). The clustering has been gradually diminished. In the old
days there was an internal demand for clustering, but currently cluster work is being

only pushed through the governmental bodies” (A. Deresoy, interview, May 16, 2019)

Although there have been initiatives to increase collective efficiency like establishing
technical schools, organizing local fairs, efforts of chambers were not sufficient to
solve competitive problems like market expansion or product development. Moreover,
the relationship between shoemaker’s and trade chambers was described as weak.
Therefore, in both cases clusters established separate associations to reconnect these
institutions by seizing the power in assemblies though member/president elections. In
Konya, the last association established failed to unite local firms to utilize the

government incentives. Although, firms in Izmir seems to be at a better position to
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utilize these incentives, it is revealed that convincing local firms has not been an easy

task for the association.

Moreover, the evolution of guilds to chambers show that only mutual help function
continued until 1991 and governments tried several times to determine not only the
status of these organizations but also the category of its members. On the other hand,
both EGEAYSAD and ANAYDER (KONAYDER) are established with the efforts of
local collaboration, aiming to increase the local output and present an example of local
horizontal organization rather than vertical. Although these associations do not
represent majority of firm populations, they are important examples of collaborations.
On the contrary, chambers cannot be labelled as totally ineffective, for example
shoemakers chamber in Konya tried to facilitate a project under the national clustering
initiative. Yet, this project failed and the lack of participative behavior in the cluster
was generally linked with individualistic behavior by the interviewees. Other examples
of collaborations like establishing export consortia or building brands also showed

very little or no success in Konya.

6.13.2 First Sensitive Period: Foundation of Guilds

The Ottoman Guild organization can also be considered as the continuation of Akhism
at least in spirit (Durgun,2009), therefore before moving on to the guild organization,

the Akhism and fiittiivet which form the basis of Akhism, should be explained.

Ahi organization was associations of artisans organized as guilds in Anatolia starting
in the thirteenth and fourteenth centuries which followed a moral code based on the
rules of pudency, renunciation and self-control. (G6lpinarli, 1952). Ahism evolved as
a type of socio-economic ethic based on religious rules and practices of fiittiivet

tradition in late-and post Saljuk Anatolia. (Oncar, 2016)

As discussed in the section of institutional influencers (7.6.3.1) Akhism organization
is based on the fiittiivet creed. Fiittiivetname contain the rules, purpose, principles,
values, requirements regarding this structure and act as regulations for the members
(Ulgener, 1981: 89). Fiittiivets, which are formed by the effect of sufism, have
characteristics that regulate both commercial and social life. In fiittiivet, not only the
rules that regulate social life, such as not lying and protecting trust, but also
commercial principles to prevent attitudes that will harm buyers in trading transactions

are presented. Therefore, the admission to the Akhism organization and the
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arrangements within the organization are made according to some of the rules in the
fiittiivetname (Giivemli, 167 1995: 398-399). Although the organization of Akhism and
the organization of fiittiivet has great similarities and regarded as a continuation, both
institutions differ from each other in terms of their functions (Cagatay, 1989: 21-24).
The social content of fiittiivet is more intense, fiittiivet do not contain a professional
qualification and there are very few sections that can regulate commercial relations. In
the meantime, fiittlivets continued their influence in the period when the Ahi
organizations lost their importance and replaced them with the Guilds (Giivemli, 1995:

399-400).

Ottoman guilds were derived from the Akhi-Frittivet tradition had a multi-functional
character in nature, as they played important roles in terms of economic development

of labor market, product-marketing, and social control of professions (Durgun, 2009)

The tradition of Akhism in commercial life in the Ottoman Empire lasted for many
years. As the accumulation of capital started to form with the changing economic
structure in the Ottoman State, the expansion of the borders and the involvement of
non-Muslim communities in the Ottoman trade, the Akhi Organization began to be
controlled mostly by the Turkish members (Akbas, Bozkurt and Yazici, 2018).
Increasing demands of minority tradesmen caused the alteration of the Akhi
Organization with the Guild Organization (Giivemli, 1998: 69). The turning point in
the establishment of the Ottoman Guild organization was the conquest of Istanbul, the
influence of the Akhism on the guilds lasted until the time of Fatih Sultan Mehmed.
Guilds were continuation of fiittiivet and Akhism, except that non-Muslim people could
be members of the Guild Organization unlike the Akhi Organization (Kiling, 2012:
70). However, after the conquest of Istanbul, guilds left their intense Sufism features

in the past and became tradesmen organizations (Demirci, 2003: 140).

The Ottoman State economy allows private enterprise within the framework of statist
policies. Policies in the Ottoman Empire was to prevent capital from accumulating in
the hands of certain groups, thus it prohibited the import of any products that could
compete with the domestic products produced by the Guilds. The reason behind this
rationale was to avoid the unemployment within the state. Moreover, the supervision
of the guild rents and granting privileges to the guilds under certain circumstances

prevented unfair competition that might occur (Yazici, 1996: 162). Guilds were also a
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means of social control, according to the information obtained from Evliya Celebi,

every man who was not included in any military unit had to be registered in a guild.

The management structure of the Guild Organization consisted of several jobs and
titles as kethiida, lonca ustasi, yigitbasi, iscibasi, ihtiyar ustalar ve idare heyeti. In this
organization Kethiida plays a very important role. The Kethiidas, also present in the
Akhism tradition, continue the task of resolving disputes among the shopkeepers, but
in Guilds the duty of Kethiidas is heavier. Guild Kethiidas are both the head of the
artisan community and the state's representative. For this reason, guild Kethiida is
chosen by tradesmen among reliable, skilled, knowledgeable, fair people. It is not
possible for any tradesman to become Kethiida without permission of the artisan
community (Bayram, 2012: 108; Giivemli, 1995: 69-70).

6.13.3.1 The Functions of Guilds

Baer (1970) summarize functions of guilds as: Administrative connection, control of
quality and measures, control of prices, wages and workforce, supply of state services,

distribution of raw materials, arbitration and mutual help.

According to Baer (1970) most important function of the guilds is their administrative
duty. Guilds acted as a link between government and the urban population. Territory
of the of the empire has reached to 6,5 million km2 at the end of sixteenth century and
the solution created by the government to manage this scale was establishing
institutions necessary for reaching urban population. In Guilds Kethiida/Kahya of the
guild was responsible for supervising the implementation of government regulations.
This connection was two sided, Kethiida and officers of the guild also acted as a
representative of the guild members to the authorities. The spokesmen of the guilds
called Kahyalarbas: submitted decisions of Grand Kahya Council and complaints to
the government (Baer, 1970). At some sources, guilds were also reported as collectors

of rent which was transmitted to Imperial foundations. (Pamuk, 2001: 96)

One of the main tasks of guilds was to control the quality of goods made by artisans.
Although instructions were issued by government, Guild officers and Kethiida were in
charge of implementing these instructions (Baer,1970). Guild’s responsibility was
limited to detecting and reporting fraudulent practices and not taking action unless it

was told to do so by the government authorities (Baer,1970).
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Although actual prices were fixed by the government and higher prices were punished
by the government authorities, practically such controls were impossible without
function of the guild itself (Baer,1970).

The determination of the number of master, journeyman and apprentices to be
employed were also determined by the state, and the state’s ability to make changes in
the supply of workforce prevented the emergence of the unemployment problem.
Therefore, it is possible to say that the guilds represent organizations that reduce

unemployment (Yazici, 1996).

Guild organizations also provided service and labor resources to the state. Turkish
guilds mainly recruited their members as civilian auxiliaries for the army in time of
war, similarly, the supply and distribution of certain goods needed by state authorities

were also provided by guild organizations (Baer, 1970).

Another function of the guilds was the distribution of raw materials needed by artisans
and craftsmen. It was an important task of the guilds, in a document dated 21
Cemaziyelevvel 1180/25 October 1766, Istanbul, the leather brought by the tanners
was assembled in the guild of the leather merchants and distributed by the kethiida,

yigibagt and ihtiyarlar at current prices. (Baer, 1970)

Distribution of raw materials among guild members represented another aspect of the
guilds’ function, namely regulation of relations among artisans and merchants as well

as arbitration of disputes among members.

Usually it was not the guilds or their officers who punished craftsmen but the
government authority called kad: and muhtesib. But there were some important
exceptions to this rule. First Evliya Celebi tells us that guilds of shoemakers had its
particular officers appointed by the Sultan Suleiman who exempted them from the
jurisdiction of all other commanding officers. They punished culprits themselves, they
had received this privilege as a reward for their support of Sultan Suleyman against
janissaries. Another example was from Kirsehir, guild of tanners, according to an edict
dated 1773 granted Akhi Baba of tanners of Kirsehir guild the right to punish its

members.

In order for the Guild Organization to continue its activities, there are aid funds
established for each tradesman guild named Esnaf Sandig:. The management of these

charitable funds was an important place in the Guild activities (Akbas, Bozkurt and
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Yazici, 2018). Salaries, repair expenses, taxes and dues of the guilds were covered by
these aid funds. The money donated to the aid funds was given to the tradesmen who
wanted to grow their business or to the tradesmen in need. In this case, the received
yield from such loans was used for charity activities (Baer, 1970). In addition,
tradesmen who were not financially stable, unable to effort funerals or having health
problems were also financed by these funds (Giirata, 1975: 108-109). In addition,
people who are called efrad-: gayri-amile (who are not in the guild organization but
who are affected for a reason) who cannot work due to reasons such as senility or
disability can be helped by the fund and this is aimed to ensure the social security of
tradesmen (Sen, 2002: 29- 30)

In addition to the administrative and economic functions described above, the guild
organizations also played an important function as social institutions. Islam and the
religious education had been a reference for artisans, Hacc was an important social
activity for guilds, gatherings in countryside (tenezziih, teferriic, sohbet) were also

important occasions for solidarity of guilds (Baer 1970).

Today, modern tradesman chambers and chamber of commerce do not carry any guild

functions beside being an administrative link with the government.

6.13.3.2 Values Incorporated in Guilds

Newly established guilds apparently seem to maintain social traditions and
commitments from old free associations based on fiittiiva principles and kept values
such as modesty, self-abnegation (Yildirim, 2008). Baer (1970) mentioned that the
shoemakers and tanners had a special relation with the administration among other
guilds which helped them to enjoy judicial privileges and enabled to maintain their

social traditions.

Baer (1970) stated that the functioning of guilds not only enhanced by religious
affiliation and promote honesty, sobriety, righteousness and contentment but also
required qualities of a master as: “faithfulness, integrity, respect to guild masters and
members and to customers, honesty, consideration of other people's interests,
obedience to the sovereign, veneration of the ulema, kindness to other people, love of
children, helpfulness, and the consideration of apprentices and journeymen as the

master's children”
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6.13.3 Second Sensitive Period: Industrialization

In the commercial understanding of the Ottoman Empire, social solidarity and aiding
were glorified instead of free competition and earning more than necessary. Over time,
with the entry of the import products from Europe and capitulations the order of the
Guild Organizations began to shake. After the 19th century, the economy of the
Ottoman Empire, which could not compete with the products produced in large
factories in Europe, started to suffer and this loss started to affect the tradesmen
negatively. As a result, since the trust of the tradesmen to the guild sheikhs decreased,
the sheikhs lost control on the moral and professional structure within the guilds.
(Demirci, 2003: 142).

Later on, shopkeepers within the guilds were encouraged to transform into companies
(Kal, 2003: 251). First, tradesmen monopolies, except for mandatory foodstuffs, were
abolished by Selim IIl in 1764 (Bayram 2012: 110). After the declaration of the
Tanzimat Edict and the trade agreements with foreign states, it was declared that the
monopoly restraints will be reconsidered according to the development of industry and
trade, declaring the decisive role of the state to abolish monopoly rights and gedik
practices. Accordingly, on 17 June 1861, with the edict of the Ottoman sultan
Abdulmecit, the gedik laws were completely repealed (Cagatay, 1989: 116).

With the emergence of new type of professional organizations in Europe, it should be
expected that these developments would also affect the Ottoman State. In the last
period of the Empire, during the transition to the chamber / association type
professional organization (chambers of commerce and industry, chambers of
agriculture, tradesmen associations) the gediks and guilds were gradually abolished

based on the legal regulations. (Ogurlu, 2017)

New professional organizations were established in 1910 in accordance with the
Tradesmen Societies Directive (Esnaf Cemiyetleri Talimatnamesi) and instead of the
restrictive, and supervisory traditional "guild™ structures, "craft" units, which were
more integrated with the "markets"” of small commodity production, have emerged. All
kinds of employees included in these organizations and municipalities closely

supervised these societies (Toprak, 2004).

In the transition from the Ottoman to the Republic new societies expanded, some of

these societies provided social security for workers and acted as a pension fund. Until
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the industrialization of Turkey, distinguishing between tradesmen vs workers has been
difficult and artisan associations were not able to operate effectively in their fields
(Toprak, 2004).

Yilmaz (2007) illustrates the establishment statement of Izmir Shoemakers Society

dated 1921-22 (1340 in Islamic Calendar) and lists the purpose of the society as:
- To work for the comfort and relief of the tradesmen in moral and materially
- Finding jobs for the unemployed and helping those who cannot perform their art.

- To notify shoemakers on the orders declared by the government and to represent

shopkeepers against the government

- Send a few qualified apprentices or apprentices to Europe
- To support children of shoemakers in their education

- Open a night class for those who desire

With the legislation of 1943, it was decided to establish new professional organizations
for traders, industrialists and tradesmen groups. The small merchants and craftsmen
were enrolled in the “tradesmen chambers” envisaged to be established by the Ministry
of Commerce per economic needs required, and these chambers were considered as
public institutions with legal entities. Then, the artisans' societies operating for each
profession were removed and the chambers of tradesmen were established. On the
other hand, the chambers of tradesmen did not show a development similar to the
chambers of commerce and industry, for this reason, the “chambers regime” was
removed in 1949 and the law on Union of Tradesmen Associations and Tradesmen
Associations was enacted. With this last regulation, the concept of tradesmen was
reinterpreted, and the "association™ system was adopted in accordance with the rules

of private law (Toprak, 2004).

The Law on Tradesmen and Artisans No. 507 was enacted on May 17, 1991 and the
organizations of tradesmen and artisans were renamed "chambers” in their current
sense. Hasan Uzman, who had been the president of shoemakers’ chamber since 1999,
stated that unlike the pre-1991 period, the donation function of the tradesmen

chambers had disappeared.

It was an association in the 1950s, it was placed on a legal ground and become

chamber in 1991. Before it was in an association status, when | looked at the
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old records, the donations were collected to be given to those in need under the
name of compulsory social assistance donation. However, under the status of
the association, the general assembly is binding, if the general assembly
decides to collect donations, the donation is collected, you cannot collect any
aid even if you decide on the general assembly when the law numbered 507
and the law of being a room with 1991 is settled on the legal ground (H. Uzman,
interview, May 17, 2019).

6.13.4 Third Sensitive Period: Trilogy of Liberalization, Mechanization and

Economic Crisis

Interventions of local institutions to support the needs of local industries is not only
way to maximize cooperation effects and external economies. Informal cooperation as
a product of social capital which increase firm competitiveness and survival against
market rules also very important (Rabellotti, 1995). Cooperation among firms includes
exchange of technological information and also some machinery.

6.13.5 Selection vs Within Group Fitness Mechanisms

In this regard interviewees shared that their experience was different in the past. They

were beyond cooperation, almost categorized as examples of altruistic behavior:

When it comes to cooperation, we are a company that works independently.
There are no models shared with each other. There is a variety of products now.
We had it in old times, of course, when the possibilities were mush less, when
production volumes were low. Now it is not possible, these are trade secret
now, we do not have such a cooperation in the industry (F. Ambar, interview,
May 16, 2019).

At that time (pre-mechanization), for example when we made a model, the
neighbor may come took your cutter master, make the same model. The one
gave the cutter in which he invested, let another one to use it, today it is like a
dream, like giving a piece of your bread that you will eat (A. Deresoy,
interview, May 16, 2019).

The industry used to have a feature of knowledge sharing before:

For example 20 people were going to the fair, after they returned, they would

visit neighboring producers and shared the information acquired with them.
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Also they would help to solve specific problems related to the production
techniques, it was an example of clustering, Ahmet Yavuz, Mehmet Yavuz,
Ali Riza Olmez, they all shared their knowledge, this was a situation that used

to happen naturally (A. Deresoy, interview, May 16, 2019).

In the survey for clustering analysis in Konya shows that 75.8% of respondents have
either none or very little relationship with a commercial cooperative or export union,
this ratio climbs to 79.6% when it comes to non-commercial organizations. (Sezgin
and Giimiis, 2012). This result also strengthens the view on disorganization of

collaboration among firms.

As described above the pre-industrialized firm populations share a value system which
is evolved from the Islamic moral codes of Akhism which born in the central Anatolia.
Konya is not only located in central Asia but also has a long experience in artisanship,
therefore in this section analysis will shed light on Konya and changes occurred in the

common values of business community comparatively to the past.

Trust is necessary for execution of non-written contacts, not only it avoids
opportunism but also cost of monitoring it. Although non-written agreement is the
most used type in exchanges, interviewees’ view of trust in the exchanges mostly show
an erosion during the last couple of decades. Faruk Ambar attributes this change to the

economic situation:

“It is economy, market shrinkage, deterioration of liquidity, then concordats
occurred. We did not know such a thing before. For example, when a single
cheque was protested, it would be heard by everyone, and now there is no such
amonth in which there is no protested cheque.” (F. Ambar, interview, May 16,
2019)

Hiiseyin Ata and Ali Osman Avsar also recognize this erosion:

The meaning of the tradition of Akhism, as | understand, the shopkeepers'
ethics, there is control. Now there is no such thing, you do not even lend money
to each other. Even we cannot get the service you pay on time, you cannot pay
your debt on time, even if you are in good faith,... In the past, the words used
to have meaning, there was no cheques or notes, payables were paid on time
(H. Ata, interview, May 16, 2019).

160



Maybe the European standard BSCI social compliance document that we are
talking about and trying to get corresponds partially to Akhism. But Akhism is
a broader concept and there is no such thing right now, whoever kills first wins

right now (A.O. Avsar, interview, May 16, 2019).

Ali Deresoy narrates that the departure from ancient values are related to the changes

in the economic order.

In our country, as in every capitalist system, the ties in the society are
decreasing day by day, people are moving away. In our industry, the ones who
are moving away want to get out of the district, they have more ambition to
win. There is significant erosion of values and sincerity and this weakens the

cluster (A. Deresoy, interview, May 16, 2019).

In Konya, firms, especially big firms, seem not only be risk averse, but also seem to
internalize another value affiliated to religious qualities: contentment. Ali Deresoy

explains it as:

Senior firms in Konya act in contentment, they do not like risky business. They
don’t leave their comfort zone after earning a certain income. They believe that
having a car, a villa, some real estate for a fixed income will be enough. But in
Istanbul and Izmir | observe ambition and perseverance towards their business
and we have a tendency for contentment, which in turn curbing ambition and
perseverance, it might be due to conservatism,..., This sector did not earn huge
money until 1996, started to make money after 1996, but conservatism

continues, they are still risk averse (A. Deresoy, interview, May 16, 2019).

Value system has also impacted apprenticeship in which master-journeyman-
apprentice used to have a vertical and strict relationship. Riza Ata and Hasan Uzman

explain this change as:

In the old times, the life was different, the apprentice used to shy away from
his journeymen, the journeymen shied away from his master. We could not
have a cup of tea next to our master, we could not interrupt our master, we did
not have the right to object while talking to the master. We could not even say
the truth, this is not the case today (R. Ata, interview, May 17, 2019).
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“In the old days, social life of an apprentice was controlled by their master. When they
reached their marriage age, approval of the master was sought, now we are looking to
twitter or facebook” (H. Uzman, interview, May 17, 2019).

Not every custom erodes, weddings and funerals are still crowded and important to
show emotional support and social solidarity. This is mentioned by several

interviewees in Konya.

“For example, we got out of mosque, we chat, we advise each other, we help. As Konya
shoemakers, our weddings and funerals are crowded, we unite on good days and bad
days” (F. Ambar, interview, May 16, 2019).

“Weddings and funerals of the Konya shoe industry are crowded, community

gatherings also get crowded” (A. Deresoy, interview, May 16, 2019).

“The wedding of the shoemaker is always crowded, Konya also has a wedding pilaf,
it is also famous at the wedding of the shoemakers” (H. Uzman, interview, May 17,

2019).

Lastly, as contribution of the political sub-cultures is important in the functioning of

industrial district, the right-wing political stance of Konya should be highlighted:

In the 1950s, since the democratic party, someone from the shoe industry has
always been in the politics of Konya. We had chamber presidents in the
Democratic party and the Justice party, there was a head of province in this
political parties from us. After 80s, activities in ANAP, DOGRUYOL parties
continued and | also have been in political movement. Our friends from the
industry have also been involved in politics, shoemakers have been active in

the city's cultural and political life (H. Uzman, interview, May 17, 2019).

As aresult, it can be claimed that the individualistic (or selfish) behavior is associated
with the erosion of trust by interviewees and stated several times that this was not the
case before 1990s. Not only trust but most of the values were claimed to be eroded. In
the table 6.10, values witnessed by interviewees in the cluster before 1990s are

matched with the values during the guilds.
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Table 6.10 : Enacted values of Ottoman guilds in Konya footwear cluster.

Values in Ottoman Guilds

Observations / Observant

Integrity & honesty

Self - abnegation

Obedience

Contentment

Helpfulness

Master as a father figure

Cheque protests used to be unusual /F.Ambar
The words used to have meaning, payables
were paid on time /H.Ata

Model sharing was possible / F.Ambar
Letting others to use cutters / A.Deresoy

Not having even a cup of tea next to master /
R.Ata

Tendency for contentment especially for
senior firms /A.Deresoy

Helping each other to solve specific problems
related to production techniques A.Deresoy

Social life of an apprentice was controlled by
their master /H.Uzman
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7. CONCLUSION

7.1 Final Comments

Since Marshall’s (1920) seminal work, the studies on regional economic development
specifically industrial districts and business clusters grew in number and created a
significant body of work in the last decades of 20th century. Many scholars have tried
to reveal not only antecedents but also mechanisms that play a role in developing,
declining or changing regions. Although the focus has shifted from regional economies
and labor market dynamics to the micro foundations of successful clusters, interfirm
networks and knowledge creation, historical factors are generally overlooked
(Essletzbichler and Rigby, 2007). Contrarily, the role played by historical factors on
the formation of an industry in a region is still necessary to understand the spatial
differences today. Moreover, regional development patterns are not homogeneous, but
instead contain ruptures developed under different historical trajectories based on
environmental factors and new opportunities or constraints may arise from these
changes in economical, technological and social domains or political interventions.
Industrial development paths arise when local assets of industries are matched with the
unfolding conditions. In this vein, ‘Evolutionary turn’ presents a new way of

conceptualizing the regional development phenomena (Boschma and Martin, 2010).

This thesis is among the few studies which try to bring the evolutionary frameworks
into cluster and regional development literature and contribute to the debate on the
evolution of regional clusters by emphasizing not only the effects of environmentally
driven discontinuities but also the persistence of status-quo and unfolding mechanisms

governing the interplay between exogenous and endogenous factors.

Population of firms within a region develop place-specific characteristics through their
distinct histories. How some of the regional business practices are amplified and some
others diminished are deeply interconnected with not only the initial conditions but
also with the changes occurring in the place-bound context. Since the influential work

of Hannan and Freeman (1977), how environment influences ecological dynamics of
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firm populations are investigated by organizational theorists and core models and
frameworks on organizational population ecology have been developed by Hannan
and colleagues (Hannan and Freeman 1989; Hannan et al. 1995; Carroll and Hannan
2000). In this manner, conceptual foundations of evolutionary paradigms are also
applied within Evolutionary Economic Geography (EEG) and how populational
features change or persist under different conditions and how forces of competition
and reproduction act simultaneously for firm populations are explored (Martin and
Sunley, 2006). Concerning successful routines which are diffusing across firms and
clusters spatially, imprinting theory provide a new perspective on the study of regional
clusters. Imprinting Theory, rooted in the biological domain, also emphasizes the
importance of external influencers in shaping the initial structures and the persistence
of them over time. Stinchcombe’s (1965) seminal work showed that the concept of
imprinting is applicable in organizational studies and can explain why certain types of
organizations which are founded in a common period become similar. Describing how
marks of environment become established during the early stage and persist in the
following periods despite the changes in the initial conditions is a significant
contribution of these strand of studies. Later, the original imprinting theory is enhanced
by Marquis and Tilcsik (2013) with their comprehensive conceptualization of
environment, hierarchical depth and multiple sensitive periods. They discussed the
possibility of multiple sensitive periods, presented dynamics under a framework and

sparked unexplored research opportunities in the imprinting literature.

As a new strand of work, this new concept provides four promising research
opportunities on the dynamics of imprinting and its implications on firm populations
that require detailed study. Firstly, the conceptual model lacks the influence of heredity
factors governing access to resources and legitimization forces and fails to explain the
evolutionary mechanisms governing in pattern formation. Secondly, although the
“window of imprintability” (WOI) is mentioned in the study, how WOI works through
evolutionary mechanisms is not clearly defined. Incorporating WOI in the imprinting
framework is necessary, as imprinting factors may favor one population over another
through a certain niche-width and for a limited period of time. Thirdly, emulation of
imprints among firm populations should be highlighted and the role of secondhand
imprinting in this process needs further conceptualization. Although MLIT suggest

that imprinting takes place in multiple levels, it does not fully address how residing
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effects of the environment at firm level turns into population level imprints. In the
fourth place, the role of powerful vehicles (i.e pioneering firms) creating founder effect
should be clarified and lastly, role of institutional order within group of firms as a
constraining factor and how it affects imprinting mechanism with all other factors

remains to be clarified.

7.2 Empirical Fieldwork

The conceptualized model of imprinting is presented with a comprehensive
evolutionary perspective to address the research opportunities summarized above,
thereby opening up the black box of how clusters of firms become receptive or immune
to certain variations in their environments. The model not only distinguishes
evolutionary mechanisms but also tries to explain how they operate together. The
conceptual model is synthesized by enhancing the imprinting framework with General
Darwinism and its variation, selection, retention mechanism at the core. Generalized
Darwinism offers a solid approach for studying evolutionary economic geography and
both concepts not only rooted in same domain but also complement each other by
acknowledging the influences of both nature and nurture on the developmental

patterns. (Hodgson and Knudsen, 2010)

Before putting model into use, empirical literature is revisited and evidence from the
cases is used to verify how conceptual model works in the given context. Findings
significantly corroborated theoretical insights and displayed a considerable fit with the
proposed analytical model. The analysis of cases showed that sensitive periods and
presence of an environmental influencer do not automatically result in stamping of a
cluster. The VSR mechanism is functional and is linked to the environmental
influencer. Moreover, genotypes of firms play an important role in the success of an
imprint. Thus these preliminary findings encourage us to work on this comprehensive

model, which enhances multiple imprinting theory.

Conceptual model with supporting evidences from literature was empirically studied
in two regional shoe production clusters, namely, in Konya and lzmir. After a
preliminary site research interview questions are prepared for the second site research,
which was followed by the collection of all types of data (i.e documents, archival

records, interviews, direct observation, participant observation).
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Before deep analysis of possible imprints, industrial setting is described, and possible
historical influencers are located. There are seven possible historical influencers found
under technological, economical and institutional domains: (i) Mechanization after
industrial evolution, (ii) introduction of ready-made sole, (iii) urbanization, (iv)
liberalization policies, (v) Chinese import boom, (vi) Akhisim and craft guilds, (vii)
Westernization reforms. According to the preliminary findings, a deeper analysis of

possible imprints on specialization, division of work and cooperation is conducted.

7.3 Imprints on Specialization, Division of Work and Cooperation

Specialization of Izmir in women shoes is dated back to pre-industrialization of the
cluster. In order to find the trigger in this path development, changes in demand
conditions on a time scale are analyzed. Historical analysis showed that the demand
conditions had been strictly controlled by the Ottoman government before Tanzimat
edict and there was no room for variation. After Tanzimat edict, clothing was
liberalized and Westernization speeded up. These trajectories also continued during
the early republic period, which transformed social life in big cities, as the demand for
modern women shoes increased and opened an opportunity window for producers.
Izmir had an advantage over Konya seizing this opportunity. Izmir used to be one of a
kind in Westernization efforts after Istanbul during the Ottoman period, which can be
mostly attributed to its cosmopolitan characteristics of the urban population, freedom
and economic integration with the Western World. Moreover, demand was not only
shaped by Western clothing through fashion but also by women's entry into working
life. Republican revolutions idealized women’s modern look and supported the
integration of women into urban life. During this window of imprintability, the demand
has been mostly local, and an environmental fit occurred for women shoe producers in
Izmir. The local producers, which were able to seize this opportunity, were selected
and reached a critical mass through retention mainly characterized by apprenticeship
and spin-offs. Specialization of Izmir shoe producers in women shoes provided a

successful imprinting example through WOI and natural selection mechanisms.

Division of work in industrial districts was generally justified as lowering transaction
costs, creating external economies of scale and increased flexibility against market and
demand conditions. On the contrary, exogenous conditions may also foster

organizational changes such as in the case of Silicon Valley or film industry in Los
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Angeles. In this regard, the structure of the industrial organization of Turkish footwear
production is analyzed for possible imprinting instances and three cases are presented.

First, the case of stitcheries formed in small workshops since early industrial period,
persisted despite the changes in scales and mentioned as one of the major problem for
the industry with its unhealthy situation for a longtime. The process of upper-stitching
has been outsourced since the traditional production era (kunduracilik), even after the
mechanization and liberalization efforts, the decentralized structure of this supportive
production did not change. The sensitive period created by the initiation of sewing
machine, which began to be sold in Istanbul and Izmir during the late 19th century and
first upper-stitching workshops opened as new variations. Through these workshops
not only outsourcing model of upper-stitching welcomed by the industry but also this
specialization was treated as a new profession among shoe makers (Yilmaz, 2007).
The sewing machine increased the quality of shoes and specialization but machines
had to be utilized in a low demand market. Therefore, small batched orders
consolidated and outsourced these workshops, which rationalized the environmental
fit of the model. On the other hand, environmental conditions changed, shoe
consumption increased along with capacity requirement, but the structure of upper
stitching workshops has not changed so far. Two factors were found to be affective in
this persistence, first; TCE of this model is still superior, as small workshops continued
practicing of unregistered work without insurance or overtime payment, enabling high
flexibility with low batch sizes. A failed attempt to replace this model by opening an
upper-stitching factory in Konya also supported this finding. Second, traditionalizing
forces reinforced within group fitness through working environment and routines
characterized by irregular working hours, seasonality, underdeveloped managerial

capacities.

Second, the case of Sumerbank, which was a unique example of a vertical production
model but failed to survive. The sensitive period was early years of new Turkish
Republic when state industrialization had been the main logic of development. In this
sense, this initiative can be classified as Wrigtian drift, in which the environmental
force determines the fit conditions by breaking the focal entity away from a larger
population and creating a newly formed selection conditions. Protectionist acts of the
state through tenders and store openings were creating favorable selection niche for
Sumerbank Shoe Factory. Profitability and increase in the production also provided
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significant evidence that Sumerbank enjoyed these favorable conditions of its
environment. Despite these evidences this fit did not result in a successful imprint on
the industry. The interactor (Sumerbank Shoe Factory in this case) did not breed and
replicators did not diffuse among producers. The barriers blocking possible diffusion
of replicators to other existing manufacturers can be explained as the lack of absorptive
capacity of existing manufacturers, parallel fit in the crossing niche and lack of
physical proximity disabling knowledge dissemination. Without successful retention
mechanism, imprinting failed. On the contrarily the socialist imprint in Timisoara
which is coeval with Sumerbank initiative has successfully persisted even after the
firms are privatized. Compared with the Sumerbank case, the importance of retention
mechanism, singularity of variation and reaching a critical threshold through

reproduction enabled the solidification and persistence of the imprint.

Third, the shift in production technology with ready-made sole constitutes another
critical case. This shift opened a window where milling and sole stitching became
obsolete, as a result, these specialty workshops were eliminated and the division of
work in the industry has changed. There was no force to maintain within group fitness
which contradicted with this shift.

Institutions for collaboration (IFCs) were mentioned by many scholars including
Porter as one of the critical determinants of efficient collective activities and successful
clusters. However, very few scholars addressed the historical and sociocultural roots
of them. Ancestors of modern IFCs in Turkey are Ottoman Guilds and their Akhsim
roots. Although they were established by local artisans their links with the central
government had been strong until they were vanished with the advent of
industrialization and capitulations. Today, modern tradesman chambers and chamber
of commerce do not carry any guild functions in practice, aside from keeping an
administrative link with the governments. On the other hand, most of the values which
were attributed to these old institutions were observed by interviewees in Konya until
recent decades, and today, contentment still continues to some extent. Findings show
that the change in these values started after liberalization. Liberal policies coupled with
the development in production technologies (introduction of ready-made sole) had not
only increased production capacities significantly but also decreased interdependency
of firms by removing some of the production phases. In turn, the importance of internal

economies of scale increased while external economies were decreased. On the other
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hand, the strength of within group fitness forces depended on the reproductive success
of individual firms which functioned collaboratively. Moreover, in this period not only
the values of collaboration but also trust eroded according to the evidence gathered
from the respondents. In the conceptual model there are three fits mentioned, fit
between individual firm and environment, fit between the population and environment,
and the fit within a group. After increased competition, individualistic behavior
intensifies, and individual fit becomes more important than group fit. Erosion of social
norms and customs along with individualistic behavior decreased the importance of
within group fitness. When social norms deteriorate and customs erode, they loose
their powers to govern/control the fate of the focal entity, instead, individualistic
behavior which is governed by the environmental fitness takes the lead. Social norms
and customs represent constraints on a behavior rather than a prescribed action (Greif
2006). Acts of firms are checked and balanced according to constraints, but what if
conflict arises between norms and the defective action? As Platteau (2010) puts it;
presence of conflicts between norms and other motives is considered as a choice
problem and are subjected to trade-offs and cost-benefit calculations. Therefore,
change in environmental conditions not only fostered individualistic behavior but also
deteriorated pro-social motives. Although it is vague to label this change an imprinting
process, our conceptual model enables us to assert that the liberalization changed the
course of social capital formation and may lead to an imprint in the future. Summary

of case findings are presented in the table 7.1.
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Table 7.1 : Summary of case findings.

Case Sensitive Period Environmental Variation Selection Retention Main Evolutionary
Influencer Mechanism

Specialization  in  Post Tanzimat Period Cultural Westernization In the late 19th century, The proximity to the new demand The traditional ~ Darwinian Natural
Women Footwear stores brought Western condition shaped by participation  apprenticeship system  Selection

products and created a of women in the social life, along which also encourages

center of attraction,  with the westernization  spin-offs and supports

western-style shoe movement has created a fit family business ownership

manufacturing was started  situation for Izmir producers

by Rum craftsmen
Case of Upper- Industrial Evolution Usage of sewing machine ~ Singer sewing machines; Small batch sizes vyield to It turns to be still superior ~Darwinian Natural
Stitcheries in shoe production first began to be sold in consolidation of small batched from TCE perspective and  Selection

Case of Sumerbank

Case of Ready-
made Sole

Case of
Collaboration
(Guilds)

Early years of Turkish Republic
when  Statism doctrine is
implemented

Technological shift in shoe
making

First Sensitive Period:
Foundation of Guilds

Second Sensitive Period:

Industrialization

Third Sensitive Period: Trilogy
of Liberalization, Mechanization
and Economic Crisis

State itself was main
actor in development
through rapid

industrialization

Initiation of ready-made
sole

first
state
roots,

In the
Ottoman
Akhism in the
second period,
capitulations and in the
third  one financial
difficulties

period,
and

1886 in Istanbul and Izmir
in Turkey

Beykoz Leather and Shoe
Factory established during
late Ottoman period
consolidated under state led
Sumerbank Holding

First pioneers were big
companies  which  have
enough financial resources
(i.e. Zirve, Isbir and Model
in Konya)

Increasing demands  of
minority tradesmen caused
the alteration of the Akhi
Organization with the Guild
Organization

orders and outsourcing. This
division of work has remained
valid for decades despite the
dramatic  change in  shoe
consumption volume

Protectionist acts of the state and
lack of competition in the market
led to fit situation which sustained
its high profitability until 1980s

Shortening production processes,
reducing the need of sole stitching
and milling, increasing the output
drastically created a fit situation

Suffering and loss against
European  products  affected
tradesmen negatively. Guilds are
abolished with Tanzimat Edict.
The collaborative values of guilds
are also dissolved due to erosion
of trust

traditionalization
reinforces within group
fitness through working
habits

Retention was failed due
to low absorptive capacity
of producers, lack of
capital and parallel fit of
diversified workshops

Localized learning and
workforce mobility
enabled rapid diffusion

Individual fit becomes
more important than group
fit. Deteriorated pro-social
motives  along  with
individualistic ~ behavior
decreased the importance
of within group fitness and
values did not retained

Wrightian Genetic Drift

Darwinian Natural
Selection
Darwinian Natural

Selection & Within Group
Fitness

172



7.6 Comparison of Cases

As discussed in the previous sections historical unfolding may have different outcomes
in different regions. The strength of conceptual model comes from its power to explain
not only successful imprints but also failures which also enables us to explain regional
differences. The findings on imprints are compared in the Table 7.2. Findings indicated
both regional and industry-wide examples of imprinting. Specialization and
collaboration cases present regional imprints, cases of Sumerbank, stitcheries and

ready-made are examples of industry-wide imprinting.

Table 7.2 : Comparison of cases.

Imprint Case  Impact Konya Izmir

Specialization Regional Closed demand hinterland Proximity to new demand
shaped by socio cultural condition and presence of early
factors, legacy on mens variations yield to successful
footwear made immune to the  imprint
new imprint

Stitcheries Industry-wide  TCE of current model is still superior in terms of environmental

fit and mobility of stitcheries enable to reproduce the working
model in both 1zmir and Konya

Ready-made  Industry-wide Division of work in the industry has changed, specialty
sole workshops for sole making are closed
Collaboration Regional Akhism affiliated guild imprint Cosmopolitan city with no
(Guilds) dissolved after Tanzimat Edict  affiliation with Akhism since

and values are diminished with  foundation
the liberal market logic

Specialization is a concrete example of how regions can be receptive or immune to
imprinting attempts. The environmental influencer changed the demand condition but
Izmir was able to seize this opportunity not Konya. Niche width of Konya was not
enough the cover new opportunity. Moreover, heredity factors were also in place to

support development of 1zmir towards new condition.

The other regional imprinting example is collaboration case. Since development of
Izmir dated back to 17" century as a port center, it did not have Akhism roots.
Moreover the city is portrayed as cosmopolitan since then and did not have any
affiliation with Akhism movement which was born in central Anatolia, specifically in
Konya region. Therefore, no imprint of Akhi based guilds structure was present in

Izmir, on the other hand it was also found that the imprint of guilds had dissolved in
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Konya. Function of guilds dissolved after Tanzimat Edict and values diminished with
the rise of the liberal market logic.

Lastly, industry-wide imprinting cases also show that mobility of a replicator
determines the impact area of imprinting. In the stitcheries case, mobility of stitcheries
also enabled the reproduction of the model in all clusters including Izmir and Konya.
Besides, the technological diffusion of ready-made sole had taken place during the
same period for Konya and Izmir. Both cases highlight the importance of defining the
environmental niche and describing the range of conditions necessary for interactors

(firms) to function in order to analyze imprinting.

7.7 Contribution to The Literature

Despite the fact that the role of historical events is acknowledged as an important factor
by Porter (1990), in his seminal concept of diamond model present them as merely
chance factors rather than explaining the causal mechanisms of these ruptures. On the
other hand, regions should be seen as products of history and offering a historical

analysis model to cluster studies is valuable for analyzing their dynamics over time.

This study contributed to the EEG literature by showing how endogenous factors of
evolution react to exogenous influencers in the vicinity of population evolution. Until
today, there is no general evolutionary approach to economic geography embodying
the abstract principles of Generalized Darwinism with environmental nurturing.
Combining elements of multi-level imprinting theory and general Darwinism not only
helps us to understand causal mechanisms of evolution in organizational collectives
but also provides us with the opportunity to formulate a coherent and holistic view of
the phenomenon by explaining how different mechanisms (i.e drift, group selection,

within group fitness) operate collectively in the evolution process.

Moreover, this study also extended MLIT in many ways. Findings illustrated that
sensitive periods do not automatically result in the evolution of a cluster. In order for
an imprint to establish during a sensitive period, the presence of a VSR mechanism,
overcoming within group fitness and reaching the critical mass are necessary. MLIT
is also enhanced by explaining how “window of imprintability” and emulation of
imprints works. Moreover, the function of secondhand imprinting in the retention

mechanism is also presented within the model.
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7.7 Limitations and Future Research

Even though we achieved a deeper understanding of the imprinting phenomena by
bringing social and historical facts together in a meaningful way, findings are
presented on few cases. In order to solidify these findings, the conceptual model should
be challenged in different settings. Secondly, although Lamarcian mutation direction
mechanism has been explained in the model and its applicability was shown in the
empirical case, findings did not support its functioning in the Turkish footwear cases.
Therefore, further studies analyzing the appropriateness of this type of evolutionary
mechanism is necessary. Lastly the conceptual model can be enhanced by deeper
evolutionary concepts and rules, such as Hamilton’s rule, which determines the

conditions under which reproductive altruism evolves.
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APPENDIX A

Preliminary Site Research Questions
1. Evolutionary patterns and historical reflections (imprints) on firms
RQ.1.1 What are the sensitive periods in the history of clusters/ firms?

RQ.1.2 What were the economical and technological conditions in sensitive periods

of clusters/ firms ?
RQ.1.3 What were the institutional conditions in sensitive periods of clusters/ firms ?

RQ.1.4 Who were the influencing individual actors in sensitive periods and what

were the actions of these actors in clusters/ firms ?
2. Localized learning routines in vertical and horizontal business relations

RQ.2.1 In vertical relational patterns, what are the practices for inter-firm
relationships regarding engagement of collaborations on product development and

production processes

RQ.2.2 Regarding horizontal relational patterns, how firms observe and monitor their
competitors within cluster? (in terms of products they produce, fashion trends they

follow, production capabilities they own)
3. Non-local business relations

RQ.3.1 What is the structure of external business ties (presence of introvert /

extrovert firms)

RQ.3.2 In which channels and what extent information, news about markets,

products, technologies come from outside of cluster?

RQ.3.3 What is the role of national / international fairs on knowledge flow and how

intense is the participation to the fairs

RQ.3.4 What are the forms of external partnerships?

4. Social context regarding information and communication ecology
RQ.4.1 How face to face contacts take place?

RQ.4.2 What are the roles and activities of cluster management?

RQ.4.3 What are the shared cultural traditions, business habits?
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RQ.4.4 What are practices of participation in social networks?
RQ.4.5 How much is the cluster coherence / cognitive homogeneity?
5. Differences of structural contingencies

RQ.5.1 # and type of procuders / suppliers

RQ.5.2 Firm size & age distribution, firm ownership structure
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APPENDIX B

Interview Questions
1. General Inquiries
1.Q.1.1 What is the establishment date of your company?
1.Q.1.2 Who are the founders?

1.Q.1.3 What is your production capacity? (pair, number of employees,

mechanization status)
1.Q.1.4 What are your sales channels and regions?
2. Regional Inquiries

1.Q.2.1 What developments have you witnessed regarding the economy of the

region?

1.Q.2.2 What developments have you witnessed regarding the social life of the

region?

1.Q.2.3 Are you a local? How many generations have you lived in this region?
3. Cluster Inquiries

1.Q.3.1 How long have your firm been in the industrial zone

1.Q.3.2 What are your memories about the history of the industrial area?
1.Q.3.3 What events influenced the development of the industrial area?

4. Inquiries on Specialization

1.Q.4.1 How long has the company been producing women shoes? What is its

history?

1.Q.4.2 How did the economic and social life of the city / cluster affect

specialization?
1.Q.4.3 Have the recent technological developments affected specialization?

1.Q.4.4 How has the demand for women shoes changed over the years, what were the

factors affecting this change?

1.Q.4.5 Have your sales channels / regions changed compared to the past? How?
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5. Inquiries on Division of Labor

1.Q.5.1 Which works do you outsource

1.Q.5.2 How long has the overall division of labor existed in the cluster?
1.Q.5.3 How was this division of labor like in the past?

1.Q.5.4 How did socio-economic factors and technology affect division of labor in
the past?

1.Q.5.5 Are there factories (enterprises) in the cluster that handle all the work?, When

were these factories established? Can such initiatives continue in the future?
6. Inquiries on Cooperation and competition

1.Q.6.1 What are the areas you collaborate with-in the cluster? (production, design,

sales, etc.)

1.Q.6.2 How do you evaluate the contribution of your collaboration to the success of

the cluster?
1.Q.6.3 Do you think that collaborating has a negative impact on your own company?

1.Q.6.4 Do you think your cooperation will help companies like you to exist in the

future?

1.Q.6.5 What kind of benefits do other institutions (Chamber of Commerce,
Development Agency, etc.) have for the areas of cooperation you mentioned within

the cluster?
7. Harmony With-in the Cluster

1.Q.7.1 Do you think you adapt more to the dominant business model (product types,
production chain, etc.) in the cluster? Or do you try to differentiate?

1.Q.7.2 What do you think are the prominent / exemplary / prestigious companies in
the cluster ?, how much are these companies followed? Are there any companies

trying to copy from these companies?

1.Q.7.3 How is the social environment between companies ?, Can you evaluate it?

(social rules, relationships, positions)
1.Q.7.4 Are there more prominent groups in this social environment?
1.Q.7.5 Can you evaluate the impact of this social environment on work?
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8. Retention Mechanisms

1.Q.8.1 How do you gain knowledge about new techniques of production? What are
the learning mechanisms?

1.Q.8.2 How long have your masters been working with you
1.Q.8.3 Could you give information about the previous workplaces of your masters?

1.Q.8.4 Are there people who left you and moved to other places / started their own

business?
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