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construction sector and the growth of national income. In this scope, while the con-
struction sector grows in higher rates, in the periods, when the economic growth ac-
tualizes; in the crisis periods, it downsizes in the higher rates. When the figures of em-
ployment are taken into consideration the employment of main construction sector
increases with every passing day. Depending on development of foreign constructing
services, the positive effect of construction sector on the Balance of Payments becomes
more important with every passing year. When the backward and forward linkages of
sector are considered, it was identified that the forward linkages are weaker than the
backward linkages.

[ | INTRODUCTION

Construction sector is one of the most important sectors in terms of socioeco-
nomic developments of countries. It includes especially housing, construction
of every kind of construction such as school, factory, workplace, and hospital;
every kind of infrastructure activity such as construction of bridge and dam;
and all equipment works such as electricity, water, sanitary installation, he-
ating, and air conditioning. Within this scope, presenting the place and impor-
tance of sector in the country economy; its linkages with production related
sectors and the level of these linkages; the share in national income of itself and
sectors it is in relationship with, and its effect on employment and Balance of
Payments have significance.

Construction sector, due to have a close relationship with other sectors, is
accepted as one of the leading and driving sectors. The concept of inter-secto-
rial relationship was first included in the literature by Hirschman (1958). In
this scope, construction sector, with its both forward and backward linkag-
es, affects other sectors in economy. Thus, changes in the construction sector
also concern the social welfare in the axis of economic growth. According to
Keynesian theory, investment - at least building investments - plays important
role in the total demand and economic growth in the short run. The studies car-
ried out point out that in terms of the intensity of inter-sectorial relationship;
construction sector is one of the strongest four sectors among the twenty eco-
nomic sectors (Dang, Low 2011). According to this, construction sector uses
the products and services produced by the other many sectors as input and
the structures that are the final products of the building activities come to our
face as a component of the products and services produced by different sectors.
Due to its relationship with other sectors, it is accepted that the growth expe-
rienced in construction sector will also trigger the growth in the other sectors
and, via this way, contribute to the general economic growth. Furthermore, it
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is assumed that construction sector functions as an important resource of em-
ployment in the periods of growth and becomes effective in reducing unem-
ployment.

Turkish construction sector, besides its linkages with the other domestic
sectors, also undertakes an important role in international scale. According to
the data of Economy Ministry, in the first 9 months of 2014, Turkish contrac-
tors undertook the 173 new projects, whose total price is USD 15.2 billion, in
36 countries. Together with these values, beginning from 1972, when the first
project was undertaken abroad, to the end of the third quarter of 2014, total
values of 7601 projects undertaken in 103 different countries abroad reached
the level of USD 292,6 billion. In this context, in the list of the largest 250 inter-
national contractors of the world, published by ENR (Engineering News Record),
magazine of international construction sector, based on the incomes of the con-
tractors obtained from the activities outside their countries in the previous
year, the number of Turkish contractors that are 38 according to 2012 data rose
to 42 in the list published August 2014. With this number, Turkey maintained
its place in the second rank following China that takes place in the first rank of
the list with 62 firms, while US took place in the third rank with 31 firms (TCA
2014, 19).

In this study, it was aimed to analyze the Turkish construction sector from
the structural points of view and to present the effect of the developments in
the construction sector on some selected macroeconomic indicators. In the
structural analysis, the backward and forward linkages with the sectors, with
which the construction sector is linked, will be parametrically calculated. Ad-
ditionally, effects of the sector on macroeconomic indicators that are growth,
employment and balance of payments will be identified.

THE RESEARCH METHODOLOGY
AND THE COURSE OF THE RESEARCH PROCESS

In the literature, the roles of construction sector in the national economy were
handled by many researchers and international agencies. In this context, Stro-
ut (1958) and Ball (1881) presented that construction sector had the effect to
create employment directly in labor market and indirectly on the other sec-
tors. Park (1989) and Osei (2013) suggested that construction sector had the
forward and backward linkages with the other sectors at high level and, the-
refore, created a high multiplier effect on economy. This situation means that
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construction sector has strong linkages with other sectors of economy. In this
context, Bon (1992) determined that construction sector has a dynamic rela-
tionship with the sectors, not static. Similarly, Ofori (1990) presented the im-
portance of construction sector for economy and its linkages with other sec-
tors at the high level. According to Field and Ofori (1988), construction sector
was the leading sector making the most and the most visible contribution to the
growth process.

In the studies carried out on the developing countries (Strassmann 1970;
Drewer 1980; Edmonds and Miles 1984; Wells 1986; Polenske and Sivitanides
1990; Wibowo 2009; El-namrouty 2012), it was seen that construction sector
had more positive effects on the growth compared to the other sectors and had
high level of linkages with the other sectors. In the studies carried out on the
developed countries, it was identified that the construction and infrastructure
works had a direct effect on the investments and indirect effect on economic
growth (Wigren, Wilhelmsson 2007, 449). In a study carried out by Pietroforte
and Gregori (2003) on the eight developed countries (Australia, Canada, Den-
mark, France, Netherland, Germany, Japan, and USA), it was concluded that the
role of construction sector in the national economy decreased with every pass-
ing day. In the study, carried out by Dlamini (2012), it was identified that there
was not a very strong relationship between construction investments and eco-
nomic growth in the long run; however, in the short run, that construction in-
vestments affected the economic growth positively. Tse and Ganesan (1997),
using Granger causality test, in a study they carried out on Hong Kong economy,
reached the conclusion that the growth in building sector did not increase the
national income, conversely, that the increases occurred in the national income
increased the investments of construction sector.

Lopes (1998) and Lopes et al. (2002), with moving from the data of 22 years
belonging to the 15 developing countries in Sub-Saharan Africa, studied the
long run relationship between economic growth and construction invest-
ments. According to the results of analysis, a contraction that will be experi-
enced in the investments of construction sector engenders a direct decrease in
national income per capita.

Ramachandra and Rameezdeen (2006), in Sri-Lanka economy, with the data
belonging to the period of 1980-2004, studied the relationship between con-
struction investments and economic growth, using Granger causality test. Ac-
cording to the results of analysis, they reached the conclusion that there was
a one - way causality relationship between construction investments and eco-
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nomic growth and that construction sector positively affected the economic
growth. These results have an attribute supporting the view that “investments
on construction sector result in growth”, obtained in the studies carried out by
Hillebrandt (1985), Ofori (1990) and Tiwari (2011). Similarly, in a study car-
ried out by Khan (2008) on Pakistan, it was identified that there was a one way
strong relationship between construction sector and general economy and it
was reached the conclusion that construction sector was the most important
sectors in Pakistan’s economic growth.

Choy et al. (2011) analyzed three-ways relationship between construction
activities, real estate investments and economic growth. According to the re-
sults of analysis, it was identified that there was causality from GDP to real
estate investments and from the increase of construction activities to GDP
growth. In addition to that, it was reached the conclusion that there was not any
causality relationship between real estate investments and construction activ-
ities and, in spite of this increase in construction activities led GDP to grow.

Kili¢c and Demirbas (2012), using the data regarding the period of 1980-
2007, in the studies they carried out on Turkey, reached the conclusion that
there was a long run relationship between the rate of building expenditures
other than public buildings to GDP and GDP growth rate.

Kaya etal. (2013), using the data of the period of 1987-2010, in Turkey, stud-
ied the relationship between the building investments of public and private
sector and economic growth. According to the results of analysis, it was iden-
tified that there was a one-way causality relationship, both from public sector
building investments to GDP and from public sector building investments to
private sector building investments, with GDP.

CONSTRUCTION SECTOR AND MACROECONOMIC INDICATORS

Construction sector is a highly comprehensive economic activity arms inclu-
ding especially distinction of construction of building and non-building, also
infrastructure investments such as highway, railway, airport, water pipeline,
oil pipeline, ports, dams, and bridges. Construction sector carries the attribute
of “locomotive of economy” due to the demand to the goods and services produ-
ced by over 200 subsectors depending on it (SPO 2010, 2).

Construction sector is a sector adding acceleration and giving a life-line
support to economy. This imputation results from, especially the value - added
it creates in the period of growth, employment potential, and its input-output
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relationship with a number of sectors (Uzunkaya 2013). The 10 years’ general
view of Turkish construction sector is summarized by means of Figure 1.

Figure 1. General view of construction sector in Turkey
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Source:TSI2013; TSI 2014; TSI 2015.

According to Figure 1, there is a similar tendency between economic growth
and construction sector. Between growth rate of construction sector and
growth rate of GDP, there is a high correlation like 0.93. This identification con-
firms that the movements of both indicators in the same direction. In addition,
while construction sector downsizes more rapidly in the periods of crisis com-
pared to the general economy, in overcoming crisis, it grows more rapidly even
if it is delayed compared to the general economy. While construction sector is
more rapidly affected from the crisis experienced in 2008, in the other periods,
it proportionally grew more compared to economic growth.

In Turkey, construction sector entered the growth trend beginning from
1980s. Especially beginning from 2000s, building expenditures of both public
sector and private sector and, in this context, an important part of the increase
in GDP resulted from the growth of construction sector. However, albeit the cri-
sis occurring in February 2001 began as a banking crisis, including construc-
tion sector in it, it rapidly spread to all sectors and turned into a deep econom-
ic crisis (Karg1 2013, 3). After crisis under consideration, also with the effect
of international conjuncture, the sector that begins to recover, beginning from
2002, recorded a growth over annual average 7% (TCA 2011, 16-17).
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As will be understood the data in Figure 1, the investments on construc-
tion sector is important to the development of country, because in each stage
from a project phase of a building to the phase of completion, the new employ-
ment areas are created and this process also continued in the next periods.
Thanks to construction sector, accelerating the dam and irrigation projects, in-
frastructure of agricultural sector, provides the new employment possibilities
for the population living in the rural area and accelerate the remigration. To-
gether with the level of income per capita that increases, the welfare level in the
rural sectors increase. In Turkey, especially beginning from 2000s, the low and
middle income oriented projects implementation of collective housing of TOKI
(State Housing Agency) is important in terms of sustainability of the growth in
Turkish economy.

Construction sector has an important place in terms of employment. How-
ever, from the seasonal point of view, particularly in the winter months, some
fluctuations occur in the employment of sector. In Table 1, the sectorial distri-
bution of employment in Turkey and share of construction sector are seen.

Table 1. The sectorial distribution of employment and construction sector

A thousand people Percent %
Agrclt. | Industry | Cons. | Services | TOTAL | Agrclt. | Industry  Cons. | Services | TOTAL
2004 5713 3929 967 9023 19632 29.1 20.0 4.9 46.0 100
2005 5154 4183 1107 9623 20067 25.7 20.8 5.5 48.0 100
2006 4907 4283 1196 10037 20423 24.0 21.0 5.9 49.1 100
2007 4867 4314 1231 10 326 20738 23.5 20.8 5.9 49.8 100
2008 5016 4440 1242 10495 21194 23.7 20.9 5.9 49.5 100
2009 5240 4079 1306 10650 21277 24.6 19.2 6.1 50.1 100
2010 5683 4496 1431 10986 22594 25.2 19.9 6.3 48.6 100
2011 6143 4704 1676 11586 24110 25.5 19.5 7.0 48.1 100
2012 6097 4751 1709 12 266 24821 24.6 19.1 6.9 49.4 100
2013/9| 6370 4914 1879 12 646 25808 24.7 19.0 73 49.0 100

Source:TSI2013; TSI 2014.

According to Table 1, when the data of 2013 are considered, the highest
share in total employment belongs to the services sector with 49%. This sec-



34 Orhan Coban, Emine Ustindagd, Ayse Coban

tor is followed by the agricultural sector with 24.7%, industrial sector with
19%, and construction sector with 7.3. However, it is clearly seen that the share
of construction sector in the total employment increases with every passing
year. In this context, the employment of private sector that was at the level of
967,000 people reached 1.9 million people in 2013. When the other effects are
accepted as fixed, the employment increasing in the summer months and de-
creasing in the winter months reflects the seasonal structure of sector and its
feature including unqualified worker in a significant level. With the effect of
global crisis, in parallel with sectorial constriction seen beginning from 2008,
the decrease in the sectorial employment experienced in the same year contin-
ued until mid-2009. However, the sectorial employment, beginning from the
second half of 2009, entered to the rising trend, compared to the same period
of the previous year. This trend continued along the years of 2010 and 2011.

In construction sector, besides domestic developments, especially the ac-
tivities realized through the contracting services have importance in terms of
country economies. Construction sector, in Turkish economy, beside the do-
mestic indicators, in the scope of international activities, reached an important
position in terms of balance of payments. When it is considered that Turkey has
an economy continuously giving foreign trade deficit, the importance of con-
struction sector will increase more and more. In Table 2, the effect of construc-
tion sector on balance of payments is seen.

Table 2. Effect of construction sector on balance of payments

Detailed presentation
of balance of payments

(Million USD) 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012

|- |CURRENT ACCOUNT -626 -7.6 | -14.2 | -21.5 | -31.8 | -37.8 | -40.4 |-12.2 | -45.5 | -75.1 |-48.5

A. |FOREIGN TRADE BALANCE | -6.3 | -13.5 | -22.7 | -33.1 |-41.1 |-46.9 | -53 |-24.9 |-56.4 | -89.1 |-65.4

B. |SERVICES BALANCES 7.89| 10.5 | 13 16 14 13.9 | 18.8/18.6 | 16.7 | 20.1 | 22.6
1. | Transportation 861 |-523 -1.1 | -25 |348 |-420 | 177 1.82| 1.3 2.3 37
2. | Agriculture 6.6 | 11.1 | 13.6 | 16.1 | 145 | 158 | 19.5|18.4 17.4 | 20.2 | 21.3
3. | Construction Services 832 682 724 874 879 759 974 1.1 |859 |838 1
4. | Insurance Services -604 |-885 |-703 |-554 |-541 |-468 |-396

5. | Financial Services -400 |-83 -89 -41 -247 |-228 |-133 |-355 |-234 |-690 |-642
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Detailed presentation
of balance of payments

(Million USD) 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 2009 2010 2011 2012
6. | The other commercial -68 -26  |129 |-200 |-434 |-821 -1 -1.3 13| 1.4 | -16
services
7. | Official services -566 |-708 |-721 |-874 |-920 |-733 |-778 |-846 |-869 -1.1 |-965
8. | The other services 627 79 454 195 495 501 779 312 84 |486 |282
C. |INCOME BALANCE -4.6 -5.6 -5.6 -5.8 | -6.7 -7.1 -8.4 | -83 -7.2 -7.8 -7.2
D. |CURRENT TRANSFERS 24 1 1.2 1.5 1.9 2.2 21 24 1.5 1.8 1.4

II- |CAPITAL AND FINANCIAL 14 31| 134 | 195 | 321 | 373 | 374 | 93 | 44 65.7 | 47.3
ACCOUNT

4. |RESERVE ASSETS -6.2 | -41 |-824 | -179 | -6.1 | -8 1.1|-111 | -12.8 1.8 | -20.8

I1l- |NET ERRORS -758 4.5 838 2 |-228 |517 3 2.9 1.4 9.4 1.2
AND OMISSIONS

Source: TCMB 2014.

According to Table 2, the contribution of construction sector providing the
input of foreign currency around USD 832 million in 2002 to balance of pay-
ments rose to the level of USD 1.029 in 2002. These figures contain the foreign
currencies registered to the country transferred by the Turkish contractors re-
alizing contracting services abroad. The other important point is that there is
no output of foreign currency via “profit transfers” from the construction sec-
tor to abroad (there is no figure of expenditure in the item of building services).
According to the data of Economy Ministry, in the first 9 months period of 2014,
Turkish contractors undertook 173 new projects accounting for the sum of USD
15.2 billion in 36 countries. Together with these values, from 1972, when the
first project was undertaken abroad, to the end of the third quarter of 2014, the
total value of 7601 projects undertaken in 103 different countries reached the
level of USD 292.6 billion (TCA 2014, 19). More than 90% of the inputs used by
the construction sector are obtained from the domestic. Therefore, while the
domestic growth of sector does not create an import press, its foreign growth
provides the continuous and permanent input of foreign currency.
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THE OUTCOME OF THE RESEARCH PROCESS AND CONCLUSIONS

The sector consisting of building and non-building activities is accepted as one
of the strongest economic sectors in terms of the inputs it uses and employment
it creates. Sector, due to this feature of it, undertakes a key role in transition
from the economic recession to the growth and it stands out with the dynamic
role it played in the process of economic growth and development, because all
of the structures such as the highways, dams, ports, factories, trade centers,
hospitals, schools, houses, etc., which are the final outputs of this sector, are
qualified as investment goods. These products are not only used by their own
functions but also in producing the other goods and services and, thus, in cre-
ating the value added. Therefore, as in many developed country, also in Turkey,
construction sector is one of the most important sectors producing the invest-
ment goods.

Due to the fact that construction sector has a structure incorporating all of
these features, in many countries economically experiencing contraction, first
of all, increasing the investment expenditures in construction sector, a way of
outgoing from this bottleneck is sought, increasing the investment expendi-
tures and, thus, economic recovery is again provided. Construction sector, due
to its demand to the goods and services produced by over 200 subsectors de-
pending on it, carries the attribute of “locomotive of economy”. Each activity
realized in the building sector, due to its relationship with the inputs used in
building production process, can affect the other related sectors. Thus, con-
struction sector taking place among the strongest sectors in economy in terms
of inputs it uses, due to its relationship with the other sectors and its contribu-
tion to employment, undertakes a highly important role, in catching and sus-
taining the desired economic growth rate (Kili¢, Demirbas 2012, 85).

Construction sector, with its both forward and backward linkages, is in
close relationship with other sectors. Effect of direct backward connection in-
dicates the input rate the construction sector uses from the other sectors for
it to produce one unit of good (for construction sector to produce one unit that
how many the other sectors should produce) and, in our study it is expressed
as (Bg). The sectors, which construction sector has the highest backward link-
age and the direct backward coefficients of these sectors take place in Table 3.
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Table 3. Direct backward linkage coefficients (Bg) of construction sector

Item Bg Sectors
1 9.12 Main — Iron Steel Industry
2 8.20 Production of the cement, lime, and gypsum
3 3.67 Transportation of highway and pipeline
4 3.13 Manufacture of metal, construction materials, cistern, and steam boiler
5 2.86 Manufacture of ceramic products
6 2.61 Financial Agents and similar activities
7 2.29 Wholesale trade and commercial brokerage
8 1.73 Business of sand, clay, and stone pit
9 1.57 Retailing and the repair of household goods
10 1.49 Manufacture of coke furnace and refined oil products
TOTAL 10 36.67 Total Bg for the above 10 sectors
TOTAL 97 50.60 Total Bg for 97 sectors

Source:DBT 2008, 4.

According to Table 3, the sector, where construction sector provides the
most direct input in its production of one unit, is steel-iron sector. In construc-
tion sector, for being able to make 100 units of production, 9.12 units of input
are used from steel-iron industry. This sector is followed by the sectors such as
cement, lime, gypsum, manufacturing industry, and transportation of highway
and pipeline. From 10 sectors taking place in Table 3, 72% of total direct inputs
are met by construction sector (36.67/50.60). The rate of the sectorial inputs
the sector uses in the total production value is 50.6%.

While direct backward linkage is expressed as a function of production, to-
tal backward becomes a function of final demand. In this meaning, when there
occurs one unit of variation in the final demand (here, the final demand in-
cludes the intermediate demands of sectors), how much variation should occur
in the production of the other sector sectors by total backward linkage coeffi-
cients and they are expressed as Btg in our study. Here, this effect which can be
seen totally is also seen on the basis of single sectors. As a result of the demand
increase of 100 units to the construction sector, Btg coefficients indicating how
much the production of the other sectors will increase take place in Table 4.



38 Orhan Coban, Emine Ustindagd, Ayse Coban

Table 4. Total backward linkage coefficients of construction sector

Item Btg Sectors
1 100.08 Construction
2 17.21 Main iron-steel main industry
3 9.36 Manufacture of cement, lime, and gypsum
4 6.32 Transportation of Highway and Pipeline
5 5.45 Financial Agents and similar activities
6 4.49 Manufacture of coke furnace and refined oil products
7 3.97 Wholesale trade and commercial brokerage
8 3.93 Generation, Transmission,
9 3.82 Manufacture of metal, construction materials, cistern, and steam boiler
10 3.07 main non-iron-steel metal industry
TOTAL 10 157.69 Total Btg for the above 10 sectors
TOTAL 97 199.83 Total Btg for 97 sectors

Source:DBT 2008, 5.

Construction sector, in case that there is an increase in its final demand, for
it to be able to meet the demand of interest, should first of all increase its own
production at least in that rate. According to Table 4, when the final demand of
the products of sector increased by 100 units, the own production of sector in-
creased by 100.08 units. Beside this, for example iron-steel sector is in the po-
sition of increasing the production in the rate of 17.21% for being able to meet
both the demand of input and demand increase to construction products. The
main distinction between total backward linkage and direct backward linkage
arises from here. In the direct backward linkage (independently from the level
of final demand and variation at this level), while the level of technical produc-
tion, which is necessary for the production of 100 units of construction, is seen;
in total backward linkage, as a result of the increase of both this intermediate
demand that is “technically” necessary and the final demand of construction
sector, the total demand that is necessary to meet the demand (e.g. as a result
of construction demand, more iron-steel production; new factory need of more
iron-steel production; and the increase in demand of construction sector that
is necessary for this) that is affected in “enchaining” way is reflected. When
construction sector itself is excluded, in case that the demand to the products
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of construction sector increases by 100 units, in the first nine sectors provid-
ing the most input to the sector, a production increase of 57.61 units emerge
(157.69 - 100.08). These determinations point out that construction sector has
so high backward linkage. When all of 97 sectors are considered, the increase
in demand to the construction sector provides a production increase (199.83 -
100.08 = 99.74 units) at an almost close level to this demand increase. In this
context, while the share of construction sector in the national income is around
6.5%, when the other 9 sectors, with which the sector has the highest linkage,
are taken into consideration, the shares of discussed sectors in the national in-
come rise to the levels of 38%.

The effect of total forward linkage indicates that, when a variation of one
unit appears in the final demand to all sectors how much variations will occur
in the production of the relevant sector. Here, it should not be forgotten that the
final demand does not include the amounts demanded by the other sectors (in-
termediate demand) and only defines the amount that remains out of this and
is demanded by final consumers from that good. Differently from the effect of
total backward linkage, there is not only a final demand increase to the con-
struction sector but also to all of 97 sectors. As a result of demand increase un-
der consideration, how much sectorial productions will increase is expressed
as Bi coefficient. Total forward linkages of construction sector are summarized
in Table 5.

Table 5. Total forward linkage coefficients of construction sector (Bi)

SIRA Bi SECTORS
1 100.08 Construction
2 5.08 Ownership of house
3 1.59 Educational Services
4 1.17 Hotels, Motels, and the other accommodation places
5 0.87 Manufacture of products of the ground cereal and starch
6 0.52 Restaurant, coffee — house, and eating —drinking places
7 0.48 The other service activities
8 0.44 Retailing and repair of personal and household goods
9 0.40 Health Works and Social Services
10 0.38 Activities of recreation, resting, culture, and sports
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SIRA Bi SECTORS
TOTAL 10 111.01 Total Bi for the above 10 items
TOTAL 97 117.09 Total Bi for 97 sectors

Source:DBT 2008, 7.

According to Table 5, when it is considered that the final demand increase of
construction sector will instigate the demand of construction sector at least in
the same sum, the demand of construction sector is affected the most from the
demand increase in the ownership of house sector. In this context, in the final
demand of sectors, in case that an increase of 100 units for each sector, the pro-
duction of construction sector increases by 17.09 units for being able to meet
this demand. In case of an increase of production of construction sector, a pro-
duction increase of 5.08 units in the sector of house ownership and, 1.59 units
in the sector of educational services occur. When these parameters are taken
into consideration, it is seen that the forward linkages of construction sector
is weaker compared to its backward linkages. On the other hand, while con-
struction sector, depending on the final demand increase to its own products,
increases its production by 17.09%, the production of sectors on which the con-
struction sector depends increases in the rate close to 100% (99.93%).

In the framework of determinations expressed above, the development of
construction sector should not only be limited by the increase of national in-
come. Also considering the linkages with other sectors, in case that the nec-
essary arrangements are not carried out, the effect of construction sector “to
accelerate economy and to stimulate other sectors” will remain limited. The ef-
fect of construction sector to stimulate other sectors, in a sense, becomes nota-
ble thanks to the projects (e.g. house, building, infrastructure investments to-
ward increasing the production of this sector, rather than the effect occurring
in the demand.

In this study, Turkish construction sector has been structurally analyzed
and the effect of sector on some selected macroeconomic indicators has been
handled. In the structural analyses, the backward and forward linkages of the
construction sector with the sectors it is linked have been parametrically ex-
amined. In addition, the effect of sector on the growth, employment, and bal-
ance of payments among macroeconomic indicators has been analyzed. Ac-
cording to the analyses and assessments carried out, in Turkey, there is a high
correlation between the growth rate of construction sector and GDP growth.



[ | THE STRUCTURAL ANALYSIS OF CONSTRUCTION SECTOR... 4]

In this context, while both indicators act in the same direction, construction
sector downsizes more rapidly compared to the general economy, in going out,
even delayed, they grow more rapidly compared to the general economy.

Construction sector, directly or indirectly, has important effects on the la-
bor force market. The share of construction sector in the total employment in-
creases with every passing day. The main sector employment being at the levels
of 967 thousand people in 2004, reached 1.9 million of people in 2013.

In terms of balance of payments, construction sector undertakes important
roles. The contribution of sector, which provides the input of foreign currency
around USD 632 million in 2002, to the balance of payments rose to the lev-
els of USD 1.029 billion in 2012. When foreign contracting services are taken
into consideration the importance of sector increase much more. In the first
9 months period of 2014, Turkish contractors undertook 173 new projects,
whose sum is USD 15.2 billion, in 36 countries. In this context, when it is con-
sidered that the incomes the contractors obtained in the previous years from
the activities outside their countries, Turkish contracting firms take place in
the second rank in the world, following China.

When the backward linkages of construction sector with the other sectors
are examined, it is seen that the sector is linked at the high degree with manu-
facture of iron-steel, cement, lime, gypsum, etc. and transportation of highway
and pipeline. When its backward linkages are taken into consideration, it was
identified that the construction sector was affected the most from the increase
occurring in the demand of house ownership .This is followed by sector of edu-
cational services as well as hotels, motels, and the other accommodation facili-
ties. When both linkages coefficients are considered together, it was seen that
the forward linkages of construction sector were weaker compared to their
backward linkages.

When all of these conclusions and discussions are considered together, be-
sides the backward and forward connections, in case that the developments in
abroad contracting services are carried out in a stable way, construction sector
will be one of the most important leading sectors in terms of Turkish economy.
Due to these intensive relationships of it with the other sectors, it is considered
that a growth or expansion experienced in the construction sector may also
stimulate in the other sectors and, with this way, that it can make more contri-
bution to the general economic growth.
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