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IMPACTS OF INCREASED EXPOSURE TO INTERNATIONAL
COMPETITION: THE CASE OF THE TURKISH TEXTILE
INDUSTRY

Elwaleed A. Hamour

Economic theory holds a market system free of magawer, restrictions and
externalities as efficient and thus superior and desiBaded on that, the world
economy has been through massive changes in the last déeatial amongst these is
the vigorous drive to liberalising international trade and finambe. Uruguay Round
of trade talks has been finalised and the WTO came iristeace. Within this
framework a multilateral deabn Textiles and Clothing (TC) was agreed in 1994. On a
parallel level, and seemingly in contradiction with tliieral drive, there has been a
resurgence of regionalism. The phenomenon called new or gleganalism is
polarising the world economy around a few powerful econdniics like the EU,
NAFTA, etc. Within this latter context, Turkey has signedust@ms Union agreement
with the EU. The impact of liberalisation and regionalism world trade, world
manufacturing and on textiles is still being debated. Thigep aims to evaluate the
impact of these trends on Turkey’'s TC industry.

1. THE GLOBAL FRAMEWORK: MULTILATERAL AND
BILATERAL ENVIRONMENTS

1.1. Textiles and global developments

Historically, the production and trade of textilegre the backbone of the
industrial growth in Europe in the last century.ridg this century, textiles
played a pivotal role in the industrial evolutiofi dapan and the Newly
Industrialised Countries (NICs). Protectionist p@s disrupted the natural
evolution of comparative advantage, both in thedpotion and trade of
fabrics, and thus prevented today’s Developing @ies (DCs) from reaping
similar benefits. Yet, it is widely agreed that T€<an important source of
DCs’ foreign exchange earnings as well as an imaportsource of
employment.

" Senior Economist, Chief of Economic Research Section, SEER
! The Agreement on Textiles and Clothing (ATC) is usuallyemretl to as the
Marrakech Declaration.



36 Journal of Economic Cooperation

The infamous Multi-Fibre Arrangements (MFA) defonthe TC trade
while their alterations (1974, 1978, 1982, and }98@mplicated the rules
further. They caused loss of efficiency, resourcasd arbitrary transfers
between exporting and importing countries, and betw producers and
consumers. It is agreed that the MFAs have slowm@ndhe natural shift in
trade flows from the developed to the DCs, andiwithe DCs, from the NICs
to other DCs (Faini, 1993, p.1). Indeed, sincertliroduction, the MFAs
have hampered the liberal evolution of TC tradeeyrtilted the competitive
balance against the DCs and in favour of high postlucers in the developed
world and the NICs (Hamilton, 1990). ‘Instead didralising TC trade, as
originally intended, successive bilateral agreesemder the MFA appear to
have grown progressively more restrictive’ (Treta &Vhalley, 1990).

To restore efficiency to the TC trade, it was eiaéto review the MFA
system, which the Marrakech Agreement has addresdeel ATC's final
target is to bring the TC trade in line with cutrénade rules. The Agreement
comprises four stages over which the MFA quotag@ai® phased out. Phase
one, which started in January 1995, was set toalifima minimum of 16 per
cent of the existing quota. Phase two, which sfaste 1 January 1998, was set
to eliminate another 17 per cent; and phase 3 e sliminate a further 18
per cent. The final phase, which starts on 1 Jan2@®5, should eliminate all
remaining TC quotas. About a third of the progranpagod has elapsed and
the fulfilment of the set targets, though techrjcah track, is disappointing in
the overall assessment, in particular in fulfillitiee objective of freeing the
TC trade.

The ATC, like most other international agreemerits,not without
loopholes. As such, these have already been obstazlthe fulfilment of the
ATC promise. Major TC importers, viz., the EU art tUS, have already
misapplied some of the ATC licit allowances to disg protection. Such
abuse, when considered in conjunction with the ttadive restrictions still in
place, amounts to double protection and thus csemteeven more stringent
TC trading regime. Examples of these are first,ftegquent unjustified use of
transitional safeguard mechanisms which serves rasaddition to the
quantitative restrictions already in placeecond, the recurrent misuse of anti-
dumping procedurés

2 safeguards are legitimate actions under the ATC, but teeirrrent abuse runs
counter to the spirit of the ATC agreement itself.

® The EU initiated a series of anti-dumping cases ag#msite imports from certain
textile-exporting developing nations including Turkey, mdPakistan and Egypt.
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However, even in the case of the full accomplishn@nthe ATC, the
anticipated rewards of such liberalisation would Ine readily available to all
TC exporting countries. Substantial transfers nesult across countries, and
between industries within a single country. Suemsfers may be a source of
substantial costs to many in the short term, baotesbenefits would accrue to
some in the medium to long term. This view mairgdinat there may be at
least losses of revenue and rent to the TC sentdrurkey, as and if the
country loses the special terms it enjoys underTRdeal.

1.2. Bilateral developments

There has been a frenzied resurgence of globabmaligm, which has
polarised the world economy into a few powerful amic blocs. Within this
context and in parallel with multilateral UR of dea talks, Turkey has
negotiated a bilateral trade agreement with the Biik latter deal culminated
in the signing of the EU-TR deal. As a form of Rrehtial Trade Agreements,
Customs Unions are by nature exclusive clubs, whioh to secure certain
benefits to their members. In this respect, EU-$R irestrictive arrangement
that should run counter to the principle of noredisination under the WTO.

1.3. Prospects for global and Turkish TC sectors

The EU-TR and the advent of the WTO system are aggdeto transform the
trading conditions facing Turkey. The awaited ig® in exposure to
worldwide competition will help realign factors amioducts prices within,
and across, national borders. Accordingly, comipetion the world scale
would be in line with the principle of universal mpetition, such as the
comparative advantage. Impacts on Turkey's TC semimpetitiveness will
depend mainly on the fulfilment of the already sidraccords. Based on this, a
number of scenarios are conjectured, the main ofesghich are discussed
below.

1.3.1. WTO rule-based trading system

The first of these is the full and faithful implentation of the UR agreements
that oblige participants in the TC market to aataading to the rules of the
WTO. This is a uniform system which would be apgpleverywhere. Under
this scenario, all tariff and non-tariff restriati® to international trade would
be eliminated. Global trade would take place sol@lyaccord with the

principles of natural comparative advantage. Imggle, this could be the
most efficient scenario everywhere, ie on the malicand the international
scales. There would be transfers of rent neithdwdsen exporting and
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importing nations nor between factor owners wittlie same country. Thus,
the exchange and consumption of TC would also figesit.

This outcome is not likely to materialise even bg tnd of the last phase
in the year 2005. At best, only a limited fulfilmeof the accord is likely. As
current practices continue, extensive restrictiormald still remain; which
would make the new system qualitatively similathte previous one.

1.3.2. The WTO and regional groupings

The EU imposes certain quality standards on theoited products. It also
requires somead hoc labour and environmental standards to be met by
exporting countrie’s Taking these into consideration, Turkey alondgwitany
other EU partners —the countries and country greufyssimilar arrangements
with the EU- may continue to enjoy special access to the Elketsm
However, EU trade rules require partners to apply rdles with regard to
third parties after an agreed grace period. Aftehsperiods, Turkey and the
other EU partner would have to reciprocate all ifgges to each other.
Harrisonet al (1996) found no clear evidence that Turkey's exkinade
would gain extra market access from the new relatipp with the Elper sg,
as such access had already been there beforectl®oms union agreement.
However, they estimated that Turkey's new gains ldlocome from the
mandatory reciprocal access with the other EU trzténers. If that is indeed
so, then we may not see any significant changetaube EU-TR deal until
2003, that is the time set for this reciprocitybgin.

Turkey is one of the main textiles producing angaking developing
countries. It is among the 15 largest producerexiiles in the world, and is
one of the 15 largest developing country producénsearing apparel. Since
30 September 1987, Turkey participated in the M4 mostly has incurred
some losses from the MFA flaws. However, Turkeyexmity to Europe and
its special relations with the Wéshay have helped to dampen the negative
effects of the MFA quotas on its economy. The biialt quotas may have even

* These are some of the problem areas and points oftdephetween developed and
developing countries’ interpretations of the UR agreements.

®These include all the EU-Mediterranean FTA partnéhe Eastern European
Countries with whom the EU has Association Agreements, ded African,
Caribbean and Pacific countries that are part of the Loon@ention (see Harrison
1996, p2).

®In the post World War Il era, Turkey has kept closetesia and economic ties with
the West. It has been an original member of OECD sin€é® Ehd a member of
NATO.
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conferred some limited special benefits to certaators in Turkey mainly in
the form of market rent through favoured accessEtoopean markets.
Nevertheless, conventional trade theory suggests-given its relative costs
and location advantages—Turkey would have gaineckrhad the TC trade
been under more liberal trade rules.

Turkey's TC sector stands to gain more from a midveral system,
particularly over the longer term. Trela and Whall£990) studied the impact
of removing both the bilateral MFA quotas and thev€&loped Country Tariffs
on developing countries. They concluded that “tlang to the developing
economies as a whole are likely to be very largehaps in the order of $8
billion per annum, and that virtually all develogiaconomies, including such
major exporters as China, Republic of Korea, TaiwBrazil, Hungary and
Turkey would gain substantially from this liberali®n”.

In the remaining part, the paper concentrates encthrent and possible
impact of these developments and possibilities lwa ¢urrent and future
relative performance--competitiveness--of the TshkiTC sector. The paper
studies the period 1980-1997.

2. THE TURKISH TEXTILES AND CLOTHING (TC) INDUSTRY
2.1. The economic and industrial scenes

Since the 1980s, Turkey has been implementing ocgingmsive reforms and
liberalisation plans. The Turkish economy has kegmsformed from a public-

led to a private-based, and from an inward-oriemted trade-based economy.
Domestic markets were liberalised and regulatioagehbeen considerably
diminished. A liberal economic setting has beeraldi&hed and various

policies have been initiated to uphold and furtihersystem.

With the exception of the crisis year of 1994 andra&f stagnation
between 1988-89, Turkey’'s overall production hasegelly risen. Over the
study period, both real GDP and real per capita GB¥ increased overall.
Except for the period 1990-95, real GDP growth exieel 4 per cent on
average. Per capita GDP annual average growth dabgiveen 2 and 3 per
cent (Table 1).

TABLE 1: REAL GROWTH OF TURKEY'S GDP AND PER CAPITA GDP
1980-1997
Average annual growth rate (%)

[ | 80-85] 85-90 90-95/ 95-99 80-9p 90-947 80p7
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Real GDP 4.0 4.6 2.7 4.6 4.7 3.7 4.4
Real PC-GDP 1.9 2.7 0.8 3.1 2.5 1.8 2.

Data source: Main Economic Indicators, State Plagn@rganisation.

The impact of reforms is also noticeable in thentods production.
Turkey's industrial production has notably increhséce 1980. During1981-
97, the increase in private industrial producticeswwice as much that of the
public sector. Production in the latter stagnatettes the 1990s but had
quadrupled in the former. A similar but more pronoed pattern is evident in
the performance of the manufacturing sector. Motgkisg was the
performance of the energy sector where the progiugtidex of energy in the
private sector has approached the 600-point matl@yYQ3 compared to 150
in 1994Q2. In all three sectors, the private setteld significant weight
(Appendix Table 3). This is also clear in the closerelation of each sector’s
total index to that of the private sector. It isighwithin this overall framework
that the development in the Turkish TC sector balstudied.

TABLE 2: COMPARING ANNUAL PRODUCTION INDICES OF DIF FERENT
INDUSTRIES 1992=100

Textiles Industrial [Manufacturing| Energy Mining
Cotton [ Wool

198¢ 89.C| 84.C 73.C 75.5 59.2 79.1
1987 92 .4 85.c 80.7 83.¢ 66.° 83.1
198¢ 94.1 86.C 81.¢C 84.4 71.¢ 78.¢
198¢ 99.¢ 91.C 84.¢C 86.2 77.€ 88.7
199( 96.4| 94.1 92.¢ 94.4 86.C 94

1991 99.€| 971 95.4 96.2 89.2 103.€
1992 100.C | 100.( 100.1 100.1 100.( 10C

199: 1045 | 101.¢ 108.2 109.( 109.7 90.¢
199¢ 107.2 | 102.¢ 101.t 99.¢ 116.¢ 98.2
199t 110.C] 108.( 114 113.¢ 128.¢ 101.c
199¢ 117.¢ | 1055 107.¢ 106, 1125 102.¢
1997 123.¢1 1107 106, 103.C 116.C 106.c

Source: SIS Web site. (http://www.die.gov.tr). Teahl17.

2.2. Development of the TC industry in Turkey

The TC industry is among the most important indaksectors in Turkey. It

contributes close to 25 per cent of manufacturiagpot, which in turn makes
23 per cent of the country’s GDP. The sector engagene 30 per cent of the
total work force in manufacturing. More importantly contributes about 35
per cent of the country’s total exports on average.
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Textile production in Turkey had been increasingsistently since the
1950s. Its highest average growth rates were aetligvthe fifties, soon after
the industry was established. Average growth wadeasioin the following two
decades. The domestic market was nearly satur@bedofficial policies then
—viz., self-sufficiency, Import Substitution Industisation (ISI), and central
planning — had checked the growth of domestic deimamd no external
markets to speak of existed. Thus, while the imgisstavailable technical
capacities were getting somewhat dated and sladkaitle time, they were yet
sufficient to fulfil that level of demand (Appendbable 3).

As the leading manufacturing sector in Turkey, BQhe sector that has
been most affected by reforms. Production of tegtih Turkey has declined in
absolute terms following reforms, as many of thee edtablishments exited the
industry (Graphl). With that, however, the struetwf the industry, its
productive base quality of production has beentsmiislly transformed.
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Before 1983, the textiles industry was predominastate-owned through
the influence of the Sumerbank industrial compléattspearheaded the
development in the sector. However, with the triamsiof Turkey's overall
economic direction, both the domestic and foreiggmands for textiles
expanded, and so did the industry. The change thelgerestructuring of the
industry in the form of more private sector invehent and injection of state
of the art technologies. Whereas the public sestibbrcontrols a large share of
the industry overall, its contribution to the finaltput is fast diminishing
(Graph 2.). Its output share nowadays does notsarf0% of the industry’s
total output. Public sector capital investmentsratatively dated and thus less
cost-effective than the up-to-date private secétaldishments.
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Since 1992, the TC sector’s overall performanceduae from strength to
strength with the private sector asserting its gmsiin the industry. By
inspecting the sector’s production growth trends,oluserve a high correlation
between the TC sector total and that of the prissetor (Graph 2). This
association continues despite the sharp drop ipubdéc share, which reflects
the relative weight of the two sectors. Exceptddirief slump in production in
the crisis year 1994, the sector continued to glowl995, textiles was the
second fastest-growing manufacturing sector in ébenomy increasing by
16.1 per cent.

The year 1996 marks the start of a new era in Tskéoreign trade
relations. With the introduction of the EU-TR, #&lhde barriers between the
two parties havelegally been removed, and Turkey began applying EU
customs tariffs to third parties (TUSD 97). Not hindered by the limitation of
domestic demand and the large stocks left from 1995 firms, behaving
independently, continued to expand production even further in 199Bis
conduct was based on the hope that the effect of EU-TRbwibst the demand
for the sector products. However, the anticipatkdrs increase in foreign
demand for Turkey's textiles in the EU markets diot materialise in the
1996/7 season, and may not evolve by 1998/9 eitheom a macro
perspective, such high expectations were not ktrjgstified, due mainly to
the following three reasons:

GRAPH 2
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First, before the recent trade deals, Turkey’'s pctsl— textiles included —
have enjoyed high access to the EU markets, in adsgn with most of its
main competitors. Thus, recent trade deals may haken away some of
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Turkey's historical advantage. “The Custom Unionll wesult in Turkish
industries being exposed to international commetito a greater extent than
has already been the case to date.” (Harrgsah 1996, p.5).

Second, while the demand for textiles, in the EUrkeis is almost
saturated, the industry is being revived in sonréspat the EU, particularly in
Italy, Germany, France, the UK and Ireland.

Third, despite the recent trade promotion dealsstuntial protection still
remains. Some of this protection is due to the mddime that is still in
operation, and will be so until 2005. Neverthelesghstantial new-sprung
restrictions to trade have crept up through looptiah the new system, and by
the misuse of some of the licit allowances and gadeds. Already some of
these have been twisted and misconstrued. Forntestathere are many
reported cases of abuse of the ATC safeguard mirhaand the anti-
dumping clause (Malik, 1998, pp.7-9). In a numbkinstances, both old and
new types of restrictions are being practised, tvh&nounts to double
protection.

3. CAPACITY UTILIZATION (CU) AND PERFORMANCE
3.1. Capacity use: A theoretic note

Optimising the use of economic resources is onthefcentral questions in
economics. Developing capacity and efficiency aorgces use is among the
main goals of reform. The extent to which factosawerces are utilised is a
useful proxy to performance. The paper uses thixypas a guide to the
performance of the Turkish TC sector.

3.2. Assessment of CU in textiles and manufacturing Turkey

In Turkey, the total average capacity use in theséCtor — weighted both by
number of firms and by production value — is nogahigher than the gross
manufacturing average. The sectored compositiothe$e total averages is
more significant. Capacity utilisation in the TChtia sector is rapidly falling;
and is lower, than that of the private sector, Whg steadily increasing. The
disparity in capacity utilisation between publicdaprivate manufacturing is
not as large as that of Textiles (Table 3).

To analyse the public-private dichotomy we clasgedindustry into four
groups by levels of CU, weighted once by numbefirofis and another by
production value. The former gives us an idea ahéoindustry’s clustering
and concentration, while the latter shows the pctide efficiency of each
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sector. The four CU groups respectively are: 1/ @der 39 per cent; 2/

Between 40 and 59 per cent; 3/ Between 60 to 7¢¢mtr, and 4/ CU over 80
per cent.

The public sector concentration pattern tendedhiét §om the more-
efficient, high CU ranges, to the less-efficierawér CU ranges, which is
contrary to the private sector. For instance, in9219 public sector
establishment distribution was: 6.4 per cent irgeafi; 21 per cent in 2; 41.6
per cent in 3; and 30.1 per cent in range 4. In/188%s changed to 39.4 per
centin range 1; 24.1 per cent in 2; 12.2 per geBtand 24.3 per cent in range
4. Thus, while 28.3 per cent of public sector firoperated in the lowest two
ranges in 1992, 63.5 per cent of them were inrdnage in 1997 (Table 4).
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TABLE 3: CAPACITY UTILIZATION
Weighted by Number of Establishments (N) %

A. Turkish Textiles Industry (averages)

1992 1993 1994 1995 1996 199¢Y
Public Sector 68.4] 69.7 57.4 50.5 52.1 52p
Private Sector 72.3 75.1 73 77.7 77.§ 78
Year Average 71.9 74.7 71.9 76.5 76.9 761

B. Turkish Manufacturing (averages)

Public Sector 66.3 65.7 61.8 61.1 63.9 63
Private Sector 65.3 68.9 64.3 69.3 69.8 70]6
Year Average 65.4] 68.4 63.9 68.4 68.7 69.9

Il. Capacity Utilisation (CU) Weighted By Production Value (PV)%.
A. Turkish Textiles Industry (averages)

Public Sector 74.4 76.6 62.3 63.3 60.8 5917

Private Sector 80 81.8 80.1 83.5 83.7 8317

Year Average 79.3 81.4 78.5 82.3 82.6 82]5
B. Turkish Manufacturing (averages)

Public Sector 77.8 79.2 78.3 80.5 82 81|3

Private Sector 75.7 79.8 70.8 77.9 76.5 78.7

Year Average 76.4 79.6 70.8 77.9 76.5 7817

The picture in the private sector was one of a isterst shift from the
lower to the higher ranges. In 1992, 6.4 per cesrtewn 1; 14.3 per cent in 2;
33.5 per cent in 3, and 45.8 per cent in 4. In 1893 per cent remained in 1;
8.7 per cent in 2; 27.6 per cent in 3; and 57.9ceet in range 4. Thus, while
20.7 per cent of private firms were operating ia libwest two ranges in 1992,
only 14.5 per cent of them remained there in 19@&ordingly, both initial
conditions as well as rates of progress of prigatetor firms were superior to
those of public sector firms.

From the perspective of the value of productions ghicture is much
clearer as the contrast between the two sectatillinonditions, and between
their evolvement is much striking. It suffices temtion that only 16.8 per cent
of public sector production had been in the lovtest CU ranges compared to
36.4 per cent in 1997. Private sector producti@m tshifted from 9.4 per cent
to only 7.1 per cent. Therefore 92.9 per cent di/gbe sector textiles
production is produced relatively efficiently. Ovéd per cent of private TC
production was produced efficiently, while only  per cent of public sector
production was at that level.
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TABLE 4: CU OF PUBLIC & PRIVATE TEXTILES SECTORS IN TURKEY

A: Average CU (Weighted by Number of Firms)

Turkish Textiles Public Sector Turkish Textiles Privae Sector

CU<39 | 59>CU>40 | 79>CU>60 | 100>CU>80 || CU<39 | 59>CU>40 | 79>CU>60 | 100>CU>80
1997 6.4| 21.9 41.6 30.1 6.4 14.3 33.5 45.4
1993 7.2| 19.1 38.2 35.6 5.3 10.2 32.6 51.9
1994 18.5| 35.2 29.3 17 7 13.5 32.8 46.7
1995 44 22.1 16.6 17.4 5.4 9.3 27.] 58.1
1994 35.9| 20.7 27.1 16.3 54 9.3 26.8 58.9
1997 39.4| 24.1 12.2 24.3 5.8 8.7 27.6 57.9
B: Average CU (Weighted by Production Value)
1997 2.3| 145 44.6 38.6 2 7.4 28.2 62.5
1993 24| 14 33.6 50 1.6 5.3 27.3 65.9
1994 10.3| 32.7 39 17.9 2.5 8.6 28.4 60.6
1995 15.4| 23.1 32.8 28.7 1.1 5.8 26.8 66.4
1994 19.7| 22.9 42.9 14.5 2 4 23.7 70.4
1997 24.8| 11.6 35.8 27.8 1.7 54 22.5 70.9

Together, these observations support the follovdogclusions: First, in
Turkey, private sector manufacturing is invariabkycoming more efficient
than public sector manufacturing. Second, aver#fiigesmcy of resources use
is higher in the Turkish TC industry than in therkish manufacturing sector
overall. There too the public-private disparity dear. Third, the pace of
reform is faster in the TC sector than in the téghe Turkish manufacturing
in particular and in the economy in general.

3. 3. Obstacles to full capacity utilisation

Table 5 abridges some of the results of the regulminess survéythat is
carried by SIS. It deals with the obstacles hintgrthe Turkish industries
from operating at their full potentials. We, intiuhave classed these obstacles
according to their economic bearing into three gates; viz., demand
shortages, supply bottlenecks, and the third cageigoothers, which includes
the remaining obstacles such as management andn&ixgeroblems. The
demand-related problems are again classed into stmrend foreign demand
deficiencies; and the supply-related ones intodalamd finance shortages and
a third sub-group which contains shortages of othputs such as domestic
and foreign raw materials as well as energy.

" The Manufacturing Industry Monthly Tendency Survey (MIMTS).
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TABLE 5: OBSTACLES TO FULL CAPACITY UTILIZATION (FC U) IN THE
TURKISH TEXTILES SECTOR COMPARED TO THOSE OF TURKIS H
MANUFACTURING (BY PROBLEM TYPE)

First: CU Percentages Weighted By Production Value
Industry Type Textiles Manufacturing

Obstacle type / / Sectors — Public|Privatg Total Public| Private| Total
I. Demand Problems:of which 574| 636] 624 478 757 68.

1. Domestic demand deficiency 4.6 399 408 359 5.1 32
2. Foreign demand problems 10.8 2B.7 22 119 1B.1 16.3
Il. Supply Bottlenecks: of which | 37.2| 155 184 23.6 11.3 13.38
1. Labour problems 21 5.5 7.6 6 1.6 3.2
2. Finance shortages 12.7 5.1 6 10 4.4 4.1
3. Other inputs problems: of these | 3.5 4.9 4.8 7.9 5.3 6

a. Domestic raw material shortages 2.7 15 17 3.9 2.3 3

b. Imported raw material problems| 0.6 17 16 24 2 19

c. Energy shortages 0.2 17 15 13 1 11

Ill. Other Problems: Admin. etc.|] 5.5 21 1890 28.2 13.6 18.4
Second: CU Percentages Weighted By Number Of Estabiimients

Textiles Manufacturing

Obstacle type / Sectors — Public|Privatq Total | Public| Private| Total

I. Demand Problems:of which 60.6| 59 59.20 349 65.9 54.5
1.Domestic demand deficiency 505 334 3r.8 308 5D.1 43
2. Foreign demand problems 10.1 256 31.4 41 1b.8 115
Il. Supply Bottlenecks of which | 31.9( 24.9] 26.9 45.1 20.7 29.8
1.Labour problems 14.7 8 9.7 10.9 3.5 6.3
2.Finance shortages 10 9.3 9.6 9.8 8.9 9.3
3.0ther inputs problems: of these 7.2 7.6 7.6| 24.4 8.3 14.7

. Domestic raw material shortages | 4.7 31 36| 21 4.8 10.8

. Imported raw material problems 2 31 2.8 2 2.2 2.1

. Energy shortages 0.5 0.4 12 14 1.3 1.3

Ill. Other Problems: Admin. etc.| 7.6| 16.3| 14 19.9 13.2 15.1

Source: SIS, Manufacturing Industry Monthly TendeBarvey.

Performing this exercise revealed the followingngfigant findings:

1. Both Turkish Textiles and Manufacturing industree® bound mainly by
demand rather than by supply problems — 62.8 an@ §&r cent of
demand-related problems as against 18.8 and 13.3qwe for supply-
related ones, respectively. The demand-relatecaolest are more evident
in the private Textile and Manufacturing sectorscheéng 63.6 and 75.2 per

cent each.
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2. Within the demand-related problems, the limitedne$sthe domestic
market is blamed for over 40 per cent of the TegtiBector problems and
over 50 per cent of the problems facing the Martuféing Sector overall.
On its own, this share is more than double the total of the supply-
related problems. This finding is of great sigrdfice, as it should direct
planners to focus on the domestic market as mucktheg do on the
international market. Moreover, the limitation afmdestic demand adds to
the importance of the question of competitivenessndustries strive for
larger market shares both in the foreign and theedtic markets.

3. Foreign demand problems account for 22 per centhef obstacles in
textiles and for 16.6 per cent of those in Manufdog. Most of these
foreign demand problems affect mainly the privagetar since it is the
sector dealing more in foreign markets.

4. Supply problems are of lesser magnitude generally, they are more
pronounced in the public sector which appear tdesuhore difficulties
with labour and financial problems.

5. Here again the public-private sector divide is Glead the private sector
appears to suffer notably from other problems. ¥hianagement is one of
these, there are also problems of regulation afmfeseen events.

4. EXPOSURE AND COMPETITIVENESS
4.1. Methodology
4.1.1. Observing and assessing competitiveness status

The preceding chapters found evidence of an iner@asthe international
competition facing Turkey as a result of new traldals. The statement by
Harrisonet al (1996) spoke explicitly of Turkish industries beiegposed to
greater international competition as a result of BRI The paper argued for a
mixed impact on the Turkish economy. Applicationtbé EU’s ‘common
external tariff on imports from third countries lwvcause substantial tariff
revenue losses in the short term. Yet the mediameng-term competitive
benefits in the form of increased access to thaxdypcountries and increased
trade volumes are estimated to outweigh thesedo3gee explicit aim of the
UR and the EU-TR agreements is to facilitate trfhodys between the parties
concerned. Both legal documents have set limitsraathods through which
this objective is to be achieved. In all, theselude mechanisms that are
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designed to liberalise the markets of the contiitgueconomies by reducing
regulation and increasing competition.
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Since Turkey is active in these and many otherngements, it is
understood that the Turkish economy has been edposgreater competition.
In this section, the paper discusses the aspeciBukey’'s economic and
business structures. The aim is to examine the dmpd this greater
competition on the Textiles sector in Turkey.

4.2. Increased exposure and production
4.2.1. Production and capacity utilisation (CU) trends
In previous sections we observed the following afe

First, sustained rises in textile production thiomgt the reform period,
but more so in the mid-nineties which is a likedgponse to the agreements.

Second, change in the structure of the industryhen forms of liberal
regulatory environment and conduct codes, and tstraicshifts in favour of
the private sector

Third, capacity use figures confirmed the stateseobations and provided
further evidence of the effects of exposure torimaéional competitiveness.

Primary impacts of the increased exposure followihg recent deals
already appeared in the first part of the ninet=specially in 1995 and 1996,
as a higher level of textile output. The expansizas contrived by private
textile firms to meet predicted increases of EU dedhfor their products. As
managers were informed about the EU-TR starting dat 1 January 1996,
production additions were initiated some six guarteefore — Q21994 — and
have been steadily maintained ever since. The halvagf the public sector
provides a useful clue as to the source of the Idpueents. Public sector
production decisions do not normally follow markegnals; and its production
is mainly for the local market. This is why it shedvno response as its
production continued to fall. The distinct behaviofi the two sectors suggest
the following:

First, the factors causing output growth have resirbreadily apparent or
available to all firms operating in the sector.

Second, factors are more likely to be stemming fatmmoad since only the
private sector production responded.
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Third, the private textiles sector in Turkey is ttheminant party in the
industry, as total production continues to risepitesthe sharp drop in the
public sector production figures.
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Fourth, the Turkish textiles private sector is weiformed, and is
equipped enough to foresee and to respond in advamduture demand
conditions. Yet, it lacks the necessary overalloodination between its
numerous players, which makes it likely to overthtesize of the market.

4.2.2. International ranking of TC producers

Table 5 shows the ranking of the top thirty prodaa# textiles in the world in
the years 1980, 1985, 1992 and 1994, with partnking the top 15 producers
in the world W), and part B listing the top 15 producers among th
developing countriesDCs). Table 6 shows a parallel picture for Wearing
Apparel. In the four years examined in the twoeapthe total shares of world
and DCs top producers exceeded 75 per cent ofrissgiective groups.

Consider first textiles, which is an age-old estdtdd activity in Turkey.
In 1980, Turkey ranked fourteenth world producerl@fy and seventh among
the top 15 developing country producers (BCWith respective shares
amounting to 1.7 and 5.2 per cent. Turkey climbed mnk up to W13and
DC6" in 1985. By 1992, Turkey’s ranking improved to Wahd DC2°, with a
3.6 and 9.9 per cent shares respectively; thusadigyy the UK and surpassing
seven other important countries, namely Spain, iBr&brea, Argentina,
Taiwan, Canada, and Mexico. Turkey’s position dmakes receded somewhat
in 1994.

TABLE 6: RANKING OF LEADING PRODUCERS OF TEXTILES (I SIC 321)

A) 15 World Leading Producers
1980 1985 1992 1994
Rank| Country | sharef Country | Sharef Country [ share* Country sharg*
1 USA 15.9 Japan 17.2 USA| 18.2 USA 19.8

2 Japan 11 USA 15.% Italy 9.7 Japan 129

3 Italy 9.0 Italy 9.6 Japan 9.1 Italy 10.4

4 | Germany| 6.4 Germarny 6.3 India 5.9 India 5.2

5 France 6.0 Francs 5B Germany5.4 | Germany 4.9

6 India 4.9 UK 4.2| Franceg 4.1 Frange 4.8

7 UK 4.2 India 3.7| Turkey 3.6 Brazil 3.2

8 Brazil 3.7 Brazil 3.3 UK 35 Taiwal 3.1

9 Spain 3.3| Taiwan 2.4 Spair] 3.1 UK 3.0
10 Mexico 2.8 Spain 2.9 Brazil 2.8 Korea 2.]

11 | Argenting] 1.9 Korea 2.4 Korea 2.6 Spair] 2.4
12 Taiwan 1.8| Yugoslay. 1.9 | Argentina 2.3 Turkey 2.3

13 Korea 1.7| Turkey 1.7 | Taiwan 2.0 Canada 1.6

14 | Turkey 1.7 | Canada 1.4/ Canadp 1. Argentinal.6
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15 |Yugoslavia 1.6 Iran 1.4| Mexico 15 Pakistgan 1.4
Sum | 75.9 79.2 75.4 78.8
(B) 15 Leading Developing Countries
1 India 15.2 India 12.7 India 16 India| 15.9
2 Brazil 11.5 Brazil 11.6| Turkey 9.9 Brazil 9.8
3 Mexico 8.5| Taiwan 9.6 Brazil 7.6 Taiwan 9.9
4 | Argentina] 6.0 Korea 8.2 Korea 7.2 Korea 8.3
5 Taiwan 55| Yugoslay. 6.5 | Argentina 6.2 Turkey 7.0
6 Korea 5.4 | Turkey 5.9 | Taiwan 5.5 | Argentina 4.8
7 Turkey 5.2 Iran 4.8 | Mexico 4.2 Pakistan 4.3
8 | Yugoslav| 5.0 | Mexico| 3.9] HKong 4.0 Iran 3.5
9 Iran 3.2 | Pakistap 3.9 Iran 3.2 H.Kong 3.4
10 | Pakistan| 3.1] Argentifa 3.1 | Indonesia 3.1 [Indonesia 3.3
11 Egypt 2.5| H.Kong 2.7 Pakistgn 2.4 Mexico 3.0
12 H.Kong 2.5 Egypt 2.7 Egypt 2.4 Egypt 1.]
13 | Colombia] 1.9 Peru 2.0l Thailand 2.1 | Colombia 1.7
14 | Philipp. 1.7| Colombip 1.6 | Colombia 2.0 Peru 1.7
15 | Thailand 1.5| Indonesfa. 1.3 | Morocco| 1.8 | Malaysig 1.1
Sum (%) | 78.7 80.5 77.6 79

Notes: * Percentage of world total value added at constant 1ra8€s.
** Percentage of total value added of developing counttiesmstant 1980 prices.

Source: UNIDO, International Industrial Statistic@95 & 97.

TABLE 7: RANKING OF LEADING PRODUCERS OF WEARING AP PAREL

(IsiC 322)
A) 15 World Leading Producers
Year 1980 1985 1992 1994
Rank| Country | Sharej Country |Sharel Country |Share]l Country | Share?
1 USA 24.2 USA 21.6 USA 25.9 USA 26
2 Italy 11.2 Japan 12.9 Italy 1156 Japap 1143
3 | Germany 8.3 Italy 9.2 Japan 6.2 Italy 8.7
4 France 6.6 France 8 Germany 5.3 France b.7
5 Japan 6.5| Germany 6.4 UK 4.9 UK 4.2
6 UK 4.6 Brazil 5 France 4.4 Germany 3.p
7 | Spain 4.2 UK 4 H.Kong  3.§ Brazil 3.9
8 | H. Kong 2.6 Spain 3.2 India 3.4 H.Kon 2.p
9 India 2.4 Korea 2.1 Spain 3B Spain 218
10 | Canada 2.3 H.Kon 2 Canada 3.1 Cangda P.4
11 Brazil 1.9 Canads 1.9 Kored 21 Korep 23
12 | Mexico 1.9 Taiwan 1.5 Argentina 1.9 | Argentina] 1.6
13 |Yugoslav] 1.5 |[Yugoslay 1.4 | Mexico 1.8| Portugal 1.5
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14 Switz. 1.4 | Australiaz 1.3 | Belgium 1.6 Belgium 1.3

15 | Belgium 1.3 | Portugd| 1.3 Brazil 1P Australa ip
Sum (%) | 80.9 82 79.4 79.6
(B) Leading Developing Countries

1 | HKong| 12 Brazil 21.2] H.Kongl 13.9 Brazil 141

2 India | 11.2 Korea 9.1 India 126 H.Kong 11p

3 Brazil 9.1 H.Kong 8.4 Korea 7Y Korea 8.8

4 | Mexico 8.7 Taiwan 6.3 Argentina 6.8 | Argentina] 6

5 [Yugoslav| 6.9 |Yugoslavi 6.1 | Mexico 6.6| Turkey 34

6 Korea 5.5 | Turkey 4.6 Brazil 4.3 | Taiwan 2.9

7 |Argenting 5.1 | Argenting 3.4 | Taiwan 2.2|  Philipp. 2.7

8 | Philipp. 34 India 2.7|  Philipp. 2.1 India 2.7

9 | Taiwan 2.6 Mexico 2.4  Algeria 2 SriLanka 2.}
10 Cuba 2.2 Tunisig 1.6 Iran 18 Mexicp 2
11 | Algeria 1.6 Iraq 1.5 Malaysia 17  Tunisia 1y
12 | Colombig 1.5 Algeria 1.5| Colombia 1.6 Iraq 1.6
13 |Venezuelp 1.3 |[Venezuelp 1 Iraq 1.5| Malaysig 1.3
14 Chile 1.2 | Moroccg 1 Morocco 1.2 Morocco 1.3
15 | Uruguay| 1 Singap 1 Venezuglal.l | Algeria 1.2

Sum (%) | 73.3 71.8 67.1 62.9

Notes: * Percentage of world total value added at constant [iréSk.
** Percentage of total value added of developing counttiesrastant 1980 prices.
Source: UNIDO, International Industrial Statisti@95 & 1997.

Its world ranking declined by four ranks to W12#nd by four ranks
among developing countries to DESThus, its respective shares regressed to
2.3 and 7.0 per cent. Among the leading developntry producers, Turkey
moved up from the seventh in 1980 to the secondirigaposition in 1992,
with a 9.9 per cent share, which was second onlind@a’s 16 per cent. In
1994, its rank went down to DC5th with a reducearslof 7.0 per cent (Table
6).

The second largest and fastest growing activityhéTC sector is wearing
apparel. Production of wearing appahnels a long history in Turkey. Before,
wearing apparel products were inferior to imporfgducts in terms of
quality, even in the local market. Since the mighties, however, Turkey's
wearing appareindustry has remarkably improved. In response toldvo
demand and to the shift in the country’s policyeatation, sizeable capital
investments went into the wearing appaesttor; thus bringing with them new
production styles, modern technical skills and satechniques. By the
beginnings of the 1990s, Turkey’s wearing apparelistry was competing on
equal footing with the world’s best. Accordinglyyfkey ranked DCBin 1985
and DC™ in 1994, producing 4.6 and 3.4 per cent of devalpgountries’
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total share respectively. Turkey has not yet figuaenong the world leading
producers of wearing apparel. However, if the qurpace and momentum of
development and growth are sustained, that is @mhatter of time (Table 7).

Such growth represents a clear evidence of Turlsytsg standing in the
global production picture. Turkey's manufacturingll senjoys a relative
advantage over EU producers due to its relativaly labour cost per unit, but
this is not the case of other developing countodpcers such as India, Brazil
and Egypt. This advantage will continue to holdrf@ny developing countries
for some time to come. In the case of Turkey ardatiner EU-ETA partners,
it will be expected to even up, as they are reqguiegradually take on and
apply the EU quality and labour standards.

4.3. External trade and competitiveness

Foreign trade is one of the economic activitied #ra closely related to the
issues of exposure and competitiveness. Shortd¢empetitiveness of foreign
trade rests mainly on relative prices. In the cakeéextiles, therefore, the
relationship between relative prices of textile quots and their traded
quantities is of special significance

As of 1990, the bulk of Turkey's foreign trade hiasen with OECD
countries: 69.1 per cent of imports and 64.8 pat oéexports on average. Of
that, the EU has the lion’s share, 47.4 per cennpbrts and 51.3 of exports.
This leaves only 31 per cent of imports and 35.2qamt of exports of trade
shares for the rest of the world. Of these, thediéidEast and North Africa
region (MENA) assumes the largest part — 13 pet aEfurkey’s imports and
17.9 per cent of its exports — which is close top®&0 cent of Turkey’s trade
with the rest of the world (Table 8 and Graph 3).

It is clear from the figures that, even before ribeent trade deals, some 82
per cent of Turkey’s foreign trade was taking plagéin the regions with
which Turkey made agreements later. In the lighthdd, it is perhaps valid to
suppose that the main aim of the new trade deélsm the point of view of
the signing parties — is to secure existing adygegalt is also fitting to believe
that new bilateral trade deals are the parties’ wdycoping with the
development in the global trading environment, el pre-emptive or
countering measures against increased competisgede such, these may be
seen as pre-actions, which are aimed to neutrtliseexpected competitive
impacts of the developments on the multilaterahtfrén this sense, most if not
all, of the recent bilateral trading alliances ateals fall within this group of
measures, and are thus consequences as well asscafisincreased
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international exposure. This line of evidence appéaconfirm the hypothesis
put forward earlier by Harrisogt al (ibid. p.5).
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TABLE 8: TREND AND DISTRIBUTION OF TURKEY'S FOREIGN TRADE
US$ millions, monthly averages

Imports 1990 | 1991] 1992 1998 1994 1995 196
OECD Countries 14896 14741 15995( 21022( 15839| 24403| 29189
% of total 66.8| 70.00 69.9 714 68.L 68{3 68
Of which:

EU% 445 | 47.0| 46.6| 471 469 472 528
Rest of OECD % 223 23.0 238 243 212 211 141
Rest of the World 7406/ 6306 6876 84(7 7432 11308275
% of total 33.2| 30.0f 30.1 286 319 31{7 31p
Of which

Centre & East Europe % 7 8 8 2 2 3 2
MENA% 16 14 14 11 14 11 11
Others 9.5 8.2 7.6 154 16.1 183 18.p
Totals 2230221047 2287129429 23271 35708| 42464
Exports

OECD Countries 9067| 9269 9761 9504 112833827 13990
% of total 70.0| 68.2] 66.3 61.9 623 640 60p
Of which:

EU% 55,5 | 54.0| 53.9] 495 48.0 513 49.8
Rest of OECD% 145 141 124 1244 143 127 109
Rest of the World 3890 4324 4954 5845 6823 7771 902
% of total 30.0| 31.8/ 33.7 381 37/ 36/0 394
Of which

Centre & E. Europe % 5 6 7 2 2 3 4
MENA% 19 20 19 18 17 15 17
Others % 6 6 8 18 19 18 19
Exports Total 1295713593 14715[ 15349 18106| 21598| 23082
Trade Balance (+/-) -934% -7454 -81%6 -140PB065 |-1411p19382
EX/IM Coverage Ratio 58.1| 64.6| 64.3] 522 77.8 6055 544

Source: OECD Economic Surveys - Turkey 1997.



TABLE 9: TURKEY’S TC EXTERNAL TRADE COMPARED WITHT URKEY'S MANUFACTURING AND
TOTAL EXTERNAL TRADE
(Values in US$ millions, percentages and averageargrowth rates)

Turkey's TC Foreign Trade 1991 1992 1993 1994 1995 1996 1997 | Growth?}
TC imports 447.8 594.7| 902191023.9| 1664.2 2076.8 2316.p 26.5
TC exports 4759.0| 5645.3 5808.06619.2| 8476.4 8648.2 9893.p 11.0
TC trade balance (surplus) 43112  505(.6 49p556595.3| 6812.4 6571.4 7576.8 8.4
TC foreign trade value 5206.4 62400 6710.9643.1| 10140.4 10724.9 122105 12.9
TC trade shares in manufacturing trade|% 18.8 2p.2 17.9 22.1 20.8 18.9 19.1 19.7**
TC trade shares in total trade % 15|0 14.6 15.0 18.5 17.7 16.0 16.3 16.4**
Turkey’s Manufacturing Trade

Trade balance (deficit) -6354.7 -63114 -11915.3513.3( -10617.0 -15980.% -178392 15.9
Total manufacturing foreign trade value 277264 838 | 37503.1 34549.0| 48795.4 56696.9 640711 12.7
Share in total trade % 80. 82.p 8B.8 83.5 85.1 84.8 85.9 83.6**
Turkey's Total Trade

Trade balance (deficit) -7453.¢ -81564 -14083:3164.1| -14072.d -20402.2 -22410(5 17.0
Total foreign trade value 34640.% 37585|7 447734375.9| 57346.1 66851.7 749015 11.6

Data source: SIS Monthly Statistics Reports.

* Average annual growth rate (%).
** Simple averages.
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Since the nineties, Turkey’'s TC volume and balaoicérade have been
rapidly improving. During 1991-1997, Turkey’'s TGde volume increased by
13 per cent — from $5206.8m to $12210.5m -- antrdéde surplus rose by 8.4
per cent — from $4311.2 to $7576.8m. This progreas realised despite the
decline in Turkey’s foreign trade in general, andts manufacturing foreign
trade in particular.

The shares of TC in manufacturing and total tradeevsustained during
the 1990s. In contrast to manufacturing, TC tradlarxre continued to be in
surplus, which makes the sector a net source efgorcurrency.

4.4. International competitiveness: A cross -counyr analysis
4.4.1. Appraisal of value added in textiles and wearing apparels

Table 10 (A & B) ranks — in descending order —\thkie added in textileg}
and wearing appareWA) industries in selected leading producing countries
by comparing two measures of the value added. @hking is carried first by
the rate of growth of value added generated petame in each country; and
the second compares the current dollar value afddmtiiced per employee in
the different countries. According to the first terion — Growth of
VA/Worker — VA in Turkey’sT sector grew by 6.6 per cent during the period
1980-91, second only to Hong Kong in the sampleafntries included. In
1985-93, Turkey’s position and record of the sameasare declined to only 3
per cent. I'WA Turkey’s figured moderately in the second perigthwegain a

3 per cent rise, but no record was available irfitkeperiod.

Considering the second criterion — the presentadolalue added per
employee — it is Western countries that toppedlifte They were headed by
Germany with 59 dollar worth of VA/Employee in bgtkeriods, followed by
Japan, Canada, the US, etc. During the early eisefiverage VA/Employee
in current dollar value — in bofh & WA — for Western countries was close to
$39,000, while that of the remaining developing rioy producers was just
above $14,000. With $20,000 worth of value addedegueployee, Turkey’s
average record during the period was mid-way beatwibe two averages.
Therefore, Turkey needs to raise its rate of valde@ed per employee growth
in order to match the standards generated in tis¢ewecountries.
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TABLE 10: A CROSS-COUNTRY ANALYSIS OF VALUE ADDED

A. The Textiles Industry ISIC-321: Value added PelEmployee.
Real Annual Growth Rate (%) Current 1000 US dollar

Country | 1980-91| Country| 1985-93| Country | 1991 | Country | 1993
H.Kong 7.7 H.Kong 9.3 Germany 59 Germany 59
Turkey 6.6 |Malaysia 7.4 | Japan 52.4 Japan 56.3
Korea 5.9 | Taiwan 6.9 | Canada 4516 USA 51.6
Taiwan 5 Brazil 4.4 Italy 45.1| Canada 44.5
Spain 4.7 Korea 4 USA 4471 UK 36]1
India 4 India 3.9 France 41.2 France 3%.6
Colombia 3.9 Spain 3.6 | UK 36.1 Korea 34.7
UK 3.6 Indonesia| 3.3 | Spain 31.2 Spain 34.2
Canada 3.5 |Turkey 3 Argentina| 30.4 | Greece 26p
USA 3.1 Canada 3 Greece 26{2 Argentina 3.9
Italy 3 USA 2.7 | Korea 25.6| Taiwan 233
Egypt 2.9 Greece 2.5 [ Taiwan 24 A urkey 22.7
Argentina 2.7 France 1.6 Brazil 21.8 Brazil 2119
Germany 2.3 Germany 1.3 |Turkey 19.7 [H.Kong 20.8
Greece 2.1 Colombia  -0.2 Mexico 184 Peru 1.1
France 1.3 | Japan -0.9| H.Kong 18J2 Malaysia 41.2
Indonesia 0.7 UK -1 Colombig  12.9 Colombia 11.2
Japan 0.6 Morocco -1.4 | Egypt 8 Iran 1.1
Brazil 0.5 Peru -1.9 | Thailand 7.3 Morocco q.3
Morocco -0.4 | Thailand Moroccd 5.4 Indonesia A
Peru Italy Indonesig 3 Egypt 2
Malaysia Mexico India 2.3| India 1p
Thailand Iran Peru Thailand

Mexico Egypt Malaysia Italy

Iran . Argenting| .. Iran .. | Mexico

B. ISIC-322 Wearing Apparel Industry: Value Added Per Employee

H.Kong 6.5 | H.Kong 14 Germany| 48.6 German 48.6
Belgium 5.3 | Malaysia| 7.4 France 47]5 France 46.7
Korea 4.9 | Belgium 7.1 Italy 36.3 USA 393
UK 4.1 |Taiwan 6.9 USA 33.3 Japan 3316
USA 3.5 | Canada 5.2 Belgium 32.8 Spain 30.6
Taiwan 2.1 | India 3.9 Canada 31J2 Belgium 29.7
France 1 USA 3 Japan 306 Canada 2P.6
Germany 0.7 UK 3 Spain 27.8 Korea 21.2
Canada 0.7 |Turkey 3 UK 27.1 |UK 27.1
Italy 0.1 | Greece 2.5 Taiwan 25.0 Greece 2b.2
Japan -1.9 | Korea 2.4 Mexico 25/8 Taiwan 28.3
Greece -2.8 | Germany 0.1 Korea 18 Burkey 22.7
Turkey France -1 Greece 15.8 Argentina 21.6
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Ispain | .. | Morocco| -1.4 | Argentind 15}l H.Kong| 194.9
TABLE 10: A CROSS-COUNTRY ANALYSIS OF VALUE ADDED ( cont'd)

Philipp. .. Japan -2.7 |Turkey 15 |Malaysia 11.2
Morocco . Italy W3 . H.Kong 12.4 Morocco 6J3
Mexico . Spain . Brazil 11.1 Philipp. 4y
Malaysia . Brazil . Malaysia 4.4 India 16
India . Argenting . Morocco 3.2 | ltaly

Brazil . Mexico .. Philipp. 3 Mexico

Argentina . Philipp. . India 2.4 Brazil

Source: UNIDO, International Industrial Statistisarbook 1995 & 1997.
4.4.2 Worldwide appraisal of per employee wagesin T & WA Industries

Using a similar methodology, Table 11 (A & B) casts growth and levels of
per employee wage in a comparable group of counttitere again, DCs
occupy the primary rates of growth in per unit wggwhile developed
Western countries are the ones that transfer highsolute rates of current
dollar worth of value added as wages. This is, @frse, consistent with the
reality that higher current dollars worth of valded have been generated in
these countries. Real Annual Growth of per employage in the Turkisfl
sector overall was rapid, and higher than that o$tnof its competitors. Per
employee current dollar worth of value added inKeyrwas lower than in all
Western countries including Greece. Among develpginuntry producers,
Hong Kong, Taiwan, Korea and Argentina also hadenagels comparable to
those in the West and thus higher than Turkey’slléWhis may constitute an
early indication as to the relative competitivenes$urkey’'s wage market.

TABLE 11: WAGE PER EMPLOYEE: A CROSS-COUNTRY APPRAI SAL

A: Textiles Industry ISIC 321

Real Annual Growth Rate % Value (Current 1000 dollar)
Country | 1980-91| Country| 1985-93| Country| 1991 | Country | 1993
Korea 7.7 Korea 9.4 German 27.2 German 2y.2
Taiwan 7.6 Taiwan 7.1 Japan 23.2  Japan 6.9
Turkey 4.8 Malaysia 3.5 Canada 221 Canada 2%.4
Indonesia 4.5 H.Kong 3.5 USA 18.9 USA 2113
H.Kong 4.4 UK 2.7 UK 18.7 [ UK 18.7
UK 2.3 Indonesig 2.7 Spain 15.3 Spain 171.1
India 1.9 Spain 2.3 Taiwan 11.§ H.Kong 128
Germany 1.5 Germany 2.3 Greece| 11{4 Taiwan 11.9
Japan 1.4 Japan 1.2 H.Kond 10,6 Korea 1.7
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Greece 0.7 India 0.8 Korea 9 Greece 11.4
Spain 0.6 Canada 0.3 |Turkey 6.8 |Argentina 10.9
TABLE 11: WAGE PER EMPLOYEE: A CROSS-COUNTRY APPRAI SAL
(cont'd)
Colombia 0.4 USA 0.2 Argentinp 5.8 [Turkey 6.3
USA 0.1 Colombia| -0.1 Mexico 4.7 Mexico 5p
Canada 0.1 Brazil -0.6 Brazil 4 Brazil 43
Morocco -0.3 Morocco -1 Moroccd 2.4 lIran 4]2
Peru Greece -1.1 Egypt 2.7 Peru 3.8
Malaysia Thailand Colombiga 2.2l Malaysid 317
Thailand Italy Thailand 1.9/ Morocco 3.p
Mexico Turkey India 1.2 | Colombia 2.3
Italy Peru Indonesia 0. Egypt 11
Iran Mexico Peru India 1
France Iran Malaysig Indonesia g8
Egypt France Italy Thailand
Brazil Egypt Iran Italy
Argentina .. Argentina France France
B. Wearing Apparel ISIC-321
Korea 8.1 Korea 9.6 Germany 21.9 Germapy 2[L.9
Taiwan 6.3 Taiwan 7.1 Canada 17 Japan 18.6
Philipp. 54 Philipp. 6.1 Japan 16.3 Canada 1p.9
Morocco 4.1 Malaysia 3.5 UK 14.1] USA 154
Turkey 3 Germany 2.6 Belgium 14 Spain 1414
H.Kong 2.6 H.Kong 25 USA 13.9] UK 14.4
UK 1.9 UK 2.3 Spain 12.8 | Belgium 14
Germany 1.7 Spain 1.7 H.Kong 8. Taiwan 11.9
Japan 1.2 Belgium 1.6 Taiwan 8.3 Greece 1.4
Greece 1.2 Japan 1.5 Greece 7[9 Kored 10.4
Belgium 1 India 0.8 Korea 7.6| H.Kong 10p
India 0.7 Canada 0.4 | Argenting 4.2  Argentina 8
Spain 0.5 USA 0.1 Mexico 3.9[Turkey 6.3
USA 0.1 Morocco -1 Turkey 3.6 [Mexico 5.6
Canada -0.8 Greece -1.1 Brazil 2.6 Malaydia B.7
Mexico Turkey Malaysia 2.3 | Morocco 3.9
Malaysia Mexico Morocco 2.1 Philipp. 10
Italy Italy Philipp. 1.5 | India 1
France France India 0.7 ltaly
Brazil Brazil Italy France
Argentina Argentina| France Brazil

Source: UNIDO, International Industrial Statistidsarbook 1995 & 1997.
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However, taking the current dollar wage as a coatpar standard would
be rather misleading as nominal dollar values diffearkedly between
countries.
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TABLE 12: REAL WAGE PARITY AMONG WORLD LEADING
PRODUCERS OF TEXTILES & WEARING APPAREL (WA)

Journal of Economic Cooperation

Ratio ofWagePer Employee to Value AddedPer Employee RWR (%)

|  Country | 1991 | | Country | 1993
A. Textiles (T) - RWRS

1 H.Kong 58.2 1 India 62.5

2 India 52.2 2 H.Kong 61.5

3 Morocco 51.9 3 Iran 59.2

4 |UK 51.8 4 | Egypt 55.0

5 Canada 49.8 5 UK 51.8

6 Spain 49.0 6 Taiwan 51.1

7 Taiwan 48.8 7 Morocco 50.8

8 Germany 46.1 8 Spain 50.0

9 Japan 44.3 9 Canada 48.2
10 Greece 43.5 10 Japan 47.8
11 USA 42.3 11 Germany 46.1
12 Korea 35.2 12 Argentina 45.6
13 Turkey 34.5 13 Greece 43.5
14  |Egypt 338 14 | USA 413
15 Thailand 26.0 15 Korea 33.7
16 Mexico 25.5 16 Malaysia 33.0
17 Indonesia 20.0 17 Colombia 28.6
18 Argentina 19.1 18 Turkey 27.8
19 Brazil 18.3 19 Peru 27.0
20 Colombia 17.1 20 Brazil 19.6

B. Wearing apparels (WA ) - RWR&”

1 H.Kong 69.C 1 H.Kong 64.2

2 Moroccc 65.€ 2 India 62.5

3 [Canad 54.F 3 Japal 55.4

4 |Japa 53.¢ 4 Canad 53.7

5 Malaysie 52.Z 5 UK 52.C

6 UK 52.C 6 Taiwar 51.1

7 |Taiwar 51.¢ 7 Moroccc 50.¢

8 Philipp. 50.C 8 Belgiurnr 47.1

9 [Greec 50.C 9 Spair 47.1
10 |[Spair 46.C 10 German 45.1
11 German' 45.1 11 Greect 43.F
12 Belgiun 42.7 12 Philipp. 40.4
13 USA 41.7 13 USA 39.2
14 Koree 40.z 14 Koree 38.2
15 |Argentine 27.¢ 15 Argentine 37.C
16 India 25.C 16 Malaysie 33.C
17  |Turkey 24.C 17 Turkey 27.¢
18 Brazil 23.4 18 Mexico .
19 |Mexica 15.1 19 Brazil

Source: Calculated from UNIDO data in Tables 10 &hd
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In the absence of universal wage indices for textib compare the level of the
Turkish wage with, we calculated a relative wagstpaatio (RWR) which is
then used as a guide to wage competitiveness adiffegent countries. The
RWR is obtained by calculating the ratio between \Wiage Per Employee in
each country to the Value Added generated per graplin that country. We
then compared the RWRs calculated for the diffecenintries. A low RWR
indicates a relative labour cost advantage and w&eea. The results of the
exercise are listed in Table 12.

The results of the exercise turned out to be dpmt and rather
interesting. From them, the following inferencesyrba drawn:

* Notwithstanding the large dispersion in currentlatolalue and rates of
wage growth among such countries as India, HonggK&forocco, Iran,
Taiwan, the UK and Egypt — their RWR ratios turioed to be comparable.

* Low current dollar wage values do not necessardgdlate into low-wage
cost advantage. India’s seemingly superior wageamtdge disappeared
entirely in relative wage calculations. Perhapis itndia’s relatively high
material costs coupled with low efficiency, evidentits low record of
value added per employee, which have createdithition.

From the RWR index-Table 12, and Graphs 3 and 4— we notice that
Turkey's records in both TC industries were contp&tiand growing. First in
the T sector Turkey’'s RWRwas 34.5 per cent in 1991 and increased to 27.8
per cent in 1993. In 1991, 60 per cent (12 of Z0nain producers of textiles
had RWR higher than that of Turkey. By 1993, 18 of the Rading
producing countries, 81.8 per cent, had RWiRjher than Turkey’s.

GRAPH 3 RWRs' 1993
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Turkey’s relative advantage is clear. It is everrenooticeable in th&VA
case. Turkey's RWRS were 24.0 and 27.8 per cent in 1991 and 1993,
respectively, which are superior to its RWRatios. Moreover, 84 per cent of
the leadingWA producers had RWHS inferior to Turkey’s ratio. In 1993,
that proportion increased to 89.5 per cent (Grgph 4

GRAPH 4 RWRs"
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Turkey spends a relatively higher proportion ofat@rall output value on
labour. This is particularly true in the sector where close to 30 per cent of
Turkey’s output value is spent on labour (Table. T3je same cannot be said
about theWA industry where the share of labour inputs as agmdage of
output value is about one third that of textil®8A is a relatively recent
industry in Turkey. It is more labour-intensiveriature. And it is for the most
part privately owned. As a new industry, it escagedie of the historical
institutional problems of the T sector. Second sitsicture allows for small-
scale enterprises, which suits private holdingsa®e sector entrepreneurs are
often particularly heedful of problem areas andtso$hird, though th&VvA
industry is more labour-intensive, it requires Isgdls and thus less labour
costs. In addition, entrepreneurs tend to emplognfthe fringes of the labour
market particularly women and student groups. THeaseors together may
have contributed to the negative effect on wagekigsector.

These important and clear observations show thativel strength of
Turkey's wage competitiveness in relation to itsirmeurrent and potential
competitors in the world. Naturally, a relative wagost advantage is a
necessary but not a sufficient condition to enstompetitiveness strength.
Accordingly, we will consider in the remaining paitthe chapter the role of
other elements, such as the cost of capital, okeélts TC competitiveness.
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TABLE 13: ANALYSIS OF LABOUR COSTS AMONG LEADING TE XTILE
(T) & WEARING APPAREL (WA) W ORLD PRODUCERS
A. Textiles— ISIC321
COSTS OF LABOUR INPUT (AS A PERCENTAGE OF OUTPUT VALY

Country 198C [Country 198t |Country 199C [Country 1991 |Country 199:
Colombia 37 | Argentingl 47.94 Brazil 45.3 Brazil 36|7 Bra 455
Argent 36.5 | Brazil 38.7| Colombid 43.4 Colombjfa 35.4 d@ddia 345
Brazil 31.3 | Colombia| 37.8] Peru 38.4 Iran 381 Incdme 33.6
Mexico 30.2 | Mexico 33.5| Iran 35.1 Mexico 33lGurkey 30.1
Turkey 29.€ |Peru 33 Mexico 31.6| Argenting. 29[l Korea 2919
Italy 25.8 |Turkey 25.€ |Turkey 29.€ [Turkey 28.z |Peru 26.6
Spain 23.4| Korea 25.4 Argentinp 29.L  Thailang 285A 25.4
Korea 22.8]| Indonesig. 23.3 Indones|a 25{6 Korea 1 4&ermany 24.1
Japan 22.71 Japan 22.p Japan 23.8 Egypt 26.1 Japan 3 2
Greece 22.3] Germany 21.p USA 23p USA 24.3 Canaddg 7 22
Indonesia. 22.1] Spain 21.1 Korea 232 Japan 342 UK 225
USA 21 Greece 21.2l German 23.p  Germany 24.1 Morocd 22
Canada 19.7] USA 21 UK 21.4 Indonesla 23.8 Malaysiqg 22
UK 16.8 | Canada 20.2 Spain 20.8 UK 225 Greece 2p
Taiwan 15.4| UK 19.8| Canada 19.9 Greece 2P  Argentipa19.1
Iran 15.4 | Italy 19.6| Malaysia 18.71 Canada 219 Taiwa 18.9
Egypt 14.1] Iran 18.3| Greece 18.83 Taiwan 20.5 Spain 18.5
H.Kong 14 | Taiwan 16.5| Morocco 16.4 Spain 19.4 Iran 16.6
Germany 13.2| Malaysia 14.4 Taiwan 146 Morocqo 1¥Egypt 11
Morocco 11.1| Morocco 13.3 Egypt 12. Italy 1148 HIrlg 104
India 9.5 | France 10.4 France 126 H.Kongd 10.9 India 6.5
France 8.8| H.Kong 10.2 H.Kong 11.1 India 98 Thalla
Thailand Egypt 8 India 9.8| Peru Mexico
Peru India 5.9| Thailand Malaysig Italy
Malaysia Thailand Italy France France
B.ISIC-322 (W.Apparel)
Country 198C |Country 198t |Country 199C |Country 1991 |Country 199:
France 34.9( Philipp. 34.4 France 30J2 Japan 48apan 30.1
Canada 28.1 France 31.p Japan 24 UK 26.8 UK 26.8
UK 27.7 | Canada 27.3 UK 26.3 Canada 23.5 Canaddg 4.7
USA 25.5 | Japan 27.] Canada 258  Philipp| 207 USA 520
Japan 24.9] UK 25.71 USA 22.4 Morocc( 237 Taiwan 91
Germany 24.8] H.Kong 25.1 H.Kong 20.9 Greece 2p.7airSp 19.1
Belgium 23.5| Greece 24.9 Korea 191 USA 22.2 Korea 18.8
Spain 21.6| USA 22.6| Spain 19 Italy 21{1 German 31
H.Kong 21.6 | Belgium 21.9] Germany 185 H.Kong 19.9Kdhg 17.9
Greece 21.2| German 21.p Taiwan 18 Korea 10.2 Moroc 17.7
Morocco 20.4| Spain 20.2 Greece 16J7 Spain 18.7 ddexi 17.4
Philipp. 19.8 | Malaysia 19.4 Belgium 16.1 Germarly 318Greece 16.9
Italy 18.8 | Korea 19.2] Mexico 15.4 Malaysid 159 Bahy 16.2
Korea 15.1| Morocco 16.6 Morocco| 14.1 Belgiun 14.9 geltina 13.5
Colombia 14.7] ltaly 16.4| Philipp. 12.4 Colombip  11Bhilipp. 13.3
Taiwan 12.2| Colombial  15.3Turkey 11.2 |Taiwan 10.4| SriLanka 12.9
Brazil 11.4 | Mexico 14.7| Sri Lanka 11.1 Brazil 10| Turkey 11.€
Turkey 10.7 |SriLanka | 14.1| India 10.4 Argenting 97 Malaysia 11
India 7.6 | Argentinal 12.9 | Argentina 9.7 |Turkey 7.9 |India 9.7
Argentina 6.5| Brazil 10.1| Malaysia 9.8 India 5|8 Ita
Sri Lanka Taiwan 8.5 ltaly Sri Lank Franc
Mexico Turkey 7 Colombia Mexico Colombia
Malaysia India 6.7| Brazil France Brazil

Source: UNIDO, International Industrial Statistiésarbook 1995 & 1997.
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TABLE 14: PRODUCTION COSTS ANALYSIS AMONG LEADING

Journal of Economic Cooperation

TEXTILES & WEARING APPAREL WORLD PRODUCERS

A. ISIC-321 (Textiles

COSTS OF INPUT MATERIAL AND OTHER UTILITIES (CAPITAL
Country 198C |Country 198t |Country 199C |Country 1991 |Country 199:
India 75.€ |India 81.1 |India 79.7 |India 79.7 |India 83.E
Moroccc 74.1 |Moroccc 74.1 |Eqyp! 74.z |H.Konc 73.¢ |Eaqyp! 74.2
Taiwar 73.2 |H.Kong 74.1 |Moroccc 72.€ |Indonesi. | 70.4 |H.Kong 73.2
H.Kong 70.€ |Malaysie 71.¢ |H.Kong 72.€ |Moroccc 70 Malaysi¢ 67
Indonesii 68.7 |Taiwar 68.4 |Indonesii | 69.t |ltaly 67 |France 66.1
Koree 64.7 |Indonesii | 68 |Taiwar 67.4 |Argentine | 63.€ |Moroccc 65.€
German' 63.t |Eqyp! 67.5 [Greec 65.1 |Franct 63.€ |Argentin: 64.¢
Eaqypt 63.5 |ltaly 67.2 |Franct 63.€ [Spair 62.1 |Pert 63.5
Franct 63.5 |France 64.7 |Argentine | 63.€ |Greect 61.1 [Spair 62.¢
Greec 62.5 |Turkey 64.2 [Koree 61.4 |Eqyp! 60.€ |Indonesii 61.4
Japal 61.1 |Greec 63.1 |Spair 60.€ |Taiwar 60.5 |Taiwar 61.2
UK 59.¢ |Koree 62.2 |Turkey 59.2 [Colombie | 57.4 |Greec 61.1
USA 59.5 |Spair 61.4 |[USA 58.€ [Turkey 56.¢ |lran 58.7
Brazil 59.4 |Japal 60.€ |Canad. 58.€ [USA 56.€ |Turkey 58.2
Canad 58.€ |Pert 60.2 |Japal 57.7 |Koree 56.€ [USA 57.¢
Spair 58.4 |USA 60 |German 57.1 [Japal 56.5 |Colombic 56.€
Italy 57.2 |UK 59.€ |UK 55.2 [Canad 56.E |Canad 56.2
Turkev 55.2 |Canad 58.2 |Mexica 53 [German 55.2 [Japal 56
Argenting 54.5 |German' 58 |Pert 51.€ [Brazil 55.1 |German' 55.2
Mexica 54.4 |Mexica 55 |Colombi¢ | 49.& |Mexica 55 Koree 54.¢
Colombié 52.1 |Brazil 54.1 |lrar 45.€ |[UK 53.2 |UK 53.2
Iran 48.€ [Colombie | 52.€ |Brazil 45.2 [lran 45.€ |Brazil 43.4
Pert Iran 48.1 |Malaysi¢ Pert Mexica
Malaysié Argentine | 40.€ |ltaly Malaysie Italy
R 1SIC-322 (\Wearina Annarel)
Country 198(|Country 198t |Country 199C |Country 1991 |Country 199:
India 85.¢[India 85.4 |India 79.7 |India 77.7 {India 83.¢
Moroccc 71.C{Taiwar 81.€ [Moroccc 72.€ |H.Konc 71.C |H.Kong 72
Taiwar 69.€|Moroccc 72.€ |Malaysit 71.€ |Malaysi¢ 69.5 |Philipp. 67.€
Turkey 69.5[Turkey 72.5 |H.Kong 70.2 [ltaly 68.1 [Malaysie 67
H.Kong 64.5[H.Kong 67.4 |Taiwar 67.4 [Taiwar 67.5 [Belaiumr 65.7
Koree 62.2[Malaysie 66.5 |Belgiumr 66.1 |Turkey 67.4 [Moroccc 65.€
Belgiumr 61.7[ltaly 65.€ |Philipp. 65.5 [Belgiumr 66.1 [Argentine 63.5
Argenting 59.€{Belgiunm 63.2 |Argentine | 65.4 |Argentin¢ 65.4 [Taiwar 61.2
Philipp. 55.¢|Philipp. 59.€ |Greec 65.1 |Moroccc 63.€_|Greect 61.1
Italy 55.€[Koree 58.€ |Turkey 59.2 |Spair 59.% |Spair 59.2
Greec 55.7|German 57.¢ [German 59.2 [German 59.: [German 59.5
Colombi¢ 55.2[France 57.7 |Spair 59.1 |Colombie 58.E |Sri Lank 58.€
Spair 54.4|Spair 57.4 |France 57.4 |Brazil 56.€ |Turkey 58.%
France 53.1{Mexica 55.7 |Koree 56.€ |France 55.E |Canad 54
UK 51.7[{Colombie 55.4 |Sri Lanke 56.2 |Greect 54.¢ |France 53.2
Canad 51.7|Greect 53.€ |Mexica 53.C |Canad. 53.0 |Koree 50.7
German' 51.5{UK 51.€ |Canad. 52.€ |Koree 52.1 |UK 48.5
Japal 50.7[{Canad 51.4 |UK 48.% |Philipp. 50.€ |USA 47.¢
Brazil 49.4|USA 49.2 [Japal 47.2 |UK 48.5 |Japal 45.7
USA 47.5|Japal 49.2 |USA 46.2 |USA 46.¢ |Colombie
Sri Lanke .. |Brazil 49.1 |Colonbia Japal 46.1 |Mexica
Mexica .. |Argentine 45.5 |ltaly Sri Lanke Italy
Malaysié . |Sri Lanke Brazil Mexica Brazil

Source: UNIDO, International Industrial Statistiésarbook 1995 & 1997.
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TABLE 15: ANALYSIS OF OPERATING SURPLUS MARGINS AMO NG

TEXTILES & W. APPAREL WORLD LEADING PRODUCERS
As Percentage of Value Added

A. ISIC-321 (Textiles)

Country 198C |Country 198¢ |Country 199C |Country 1991 |Country 199:
Colombie | 37 |Argentine | 47.¢ |Brazil 45.2 |Brazil 36.7 |Brazil 45.5
Argentine | 36.5 |Brazil 38.7 [Colombie | 43.Z |Colombit 35.4 |Colombie 34.5
Brazil 31.2 |Colombie¢ | 37.€ [Pert 38.4 |lran 35.1 |Indonesi 33.€
Mexica 30.z |Mexica 33.E |Iran 35.1 |Mexica 33.€ |Turkey 30.1
Turkey 29.€ |Per. 33 |Mexica 31.€ [Argentine 29.1 |Koree 29.¢
Italy 25.€ |Turkey 25.€ [Turkey 29.€ |Turkey 28.2 |Pert 26.€
Spair 23.4 [Koree 25.€ |Argentine | 29.1 |Koree 28.1 [USA 254
Koree 22.¢ |Indonesi 23.2 |Indonesii | 25.€ |Eqyp! 26.1 |German 24.1
Japal 22.7 |Japal 22.z |Japal 23.€ |USA 24.2 |Japal 23
Greec: 22.% |German 21.€¢ |[USA 23.t [Japal 24.2 |Canad 227
Indonesie | 22.1 [Spair 21.7 |[Koree 23.2 |German 24.1 |UK 22.t
USA 21 Greec 21.z |German' 23.2 |Indonesi 23.€ |Moroccc 22
Canad 19.7 [USA 21 UK 21.€ |UK 22.t |Malaysie 22
UK 16.¢ [Canad 20.2 [Spair 20.€ |Greec 22 |Greect 22
Taiwar 15.4 |UK 19.¢ |Canad 19.¢ [Canad 21.¢ |Argentine 19.1
Iran 15.4 [ltaly 19.€ |Malaysic 18.7 |Taiwar 20.E |Taiwar 18.¢
Eaqypt 14.1 [lran 18.Z [Greec 18.% [Spair 19.4 |Spair 18.t
H.Kong 14 Taiwar 16.E [Moroccc 16.€ |Moroccc 14.E |lran 16.€
German' 13.z [Malaysie 14.4 |Taiwar 14.€ [italy 11.€ [Eqyp! 11
Moroccc 11.1 |Moroccc 13.Z |Eqyp! 12.€ |H.Konc 10.€ |H.Kong 10.4
India 9.5 [Franc 10.E |Franct 12.€ |[India 9.8 [India 6.5
Franct 8.8 |H.Konc 10.2 |H.Kongc 11.1 |Pert NA [Mexica NA
Pert NA _|Egypt 8 |India 9.8 [Malaysi¢ NA |ltaly NA
Malaysie NA _]India 5.9 |ltaly NA _|France NA |Franct NA
B. Wearing. Apparel (WA) - ISIC-322

Country 1980 | Country 1985]| Country 1990 [ Country 1991 Country 1993
Brazil 39.2 | Argentina| 41.8 Sri Lank 32.7 Brazil 3BUSA 31.7
Argentina | 33.9 | Brazil 40.8 Mexico 31.6 USA 3] Korea 30.5
Colombia | 30 Mexico 29.6 USA 30.9 Colombig 29Turkey 30.1
USA 26.9 | Colombia| 29.3Turkey 29.6  [Korea 28.7|Sri Lanka 28.4
Italy 25.4 | USA 28.1f UK 25.4 Venezuelp 278K 24.8
Japan 24.4| Japan 2318 Argentipa 25 Japan [d3y3an 24.1
Philipp. 24.3 | UK 22.7| Japan 24.9 Argentinp 2  Atgen 23
Spain 24.1 | Spain 22| Korea 24.3 UK 24@ermany 22.4
Germany | 24 Korea 22| German 22.2(Turkey 24.8 |Malaysia 22
Greece 23.1| Greece 2115 Spain 21.9 Philipp Pgréece 22
Korea 22.7 | Canada 21[3 Philipp. 21.9 Greece PRp@in 21.5
UK 20.6 |Turkey 20.7 |Canada 21.6 Germany 22/@anada 21.2
Canada 20.2| Germany| 2016 Malaysia 18.1 Taiwan 2hilipp. 19.1
Turkey 19.8 |Venezuela| 20.5 Greece 18.3 Spain 2Taiwan 18.9
Taiwan 18.3 | ltaly 17.1 Belgium 17.9 Canada 2[Bélgium 18.1
Venezu. 15.7 | Belgium 14.8 Taiwan 14.6 Belgium 18#brocco 16.6
Belgium 14.7 | Malaysia 14.1 Tunisia 14 India 16Thinisia 14.4
H.Kong 13.9 | Morocco 10.8 Morocco 13.3 Malaysig 1p6Kong 10.1
France 11.9| France 10}4 France 12.5 Morocgo nadsa 6.5
Morocco 8.6 | Taiwan 9.6 India 9.8 Italy 1018enezu. NA
India 6.5 | India 7.9 H.Kong 8.9 H.Kong 9|Mexico NA
Tunisia NA | H.Kong 7.4 Venezue NA | Tunisia NA Italy AN
Sri Lanka NA [ Philipp. 6 | Italy NA | Sri Lanka NA Fraac NA
Mexico NA [Tunisia NA | Colombia NA [ Mexico NA| Colombia|] NA
Malaysia NA | Sri Lanka NA| Brazil NA | France NA Brazi NA




70 Journal of Economic Cooperation

Source: UNIDO, International Industrial Statisti¢ésarbook 1995 & 1997.

To test the role of other elements, the paper makesoss-country
comparison of relative material costs. A ranking ledding producers of
Textiles and Wearing Apparel by costs of capitdisted in Tables 14 A and
14 B, respectively. The list includes data for ylears 1980, 85, 90, 91 and
1993. The exercise revealed that, compared to D@st Turkey also has a
relatively strong capital cost advantage. Generdlls have the highest
capital costs over the five years, with India togpithe list throughout
followed by six other DCs, namely Morocco, Hong I§pitaiwan, Indonesia,
Korea and Egypt. Turkey’s capital cost is cheapantmost of its rival DCs.
Its capital cost structure is more comparable wse¢hof Western countries,
particularly in the latter years. On average, Turkpends around 59 and 65
per cent of the value added in Textiles &4, respectively, on capital. Such
rates are comparable to those in Western countries.

Turkey's relative wage and material cost advantagestranslated into
healthy surplus margins in both industries — 30 &bdper cent of the
generated value added. With such rates, Turkeyasags almost all its
competitors. Only a handful of DC producers — mainbm South America —
have surplus margins superior to those of Turkep(@ 15).

5. CONCLUDING REMARKS
5.1. On the global scene

The world economy still wavers between full muliliealism, represented by
the WTO system, and new regionalism. This may veslf be the root cause
of the perplexity in international relations andgiobal trade in particular. In
the paper we have shown mixed evidence in suppddtb.

We established that the recent trade developmes had a significant
effect on the global economy as openness and atienal competition
increased.

In the specific case of the TC, although the irdéign of the industry into
the WTO is already underway, we have shown thairtipacts of that on the
economic realities of the sector are yet meagrer-©ptimistic expectations
and loopholes in the new system, together with whkdeft from the last
system are all contributing to this poor showing.cArrent practices continue,
extensive restrictions would still remain making thew system qualitatively
similar to the previous one.
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5.2. On the Turkish scene

These global developments had a profound impachenstructure and the
performance of the Turkish economy in general, thgir impact on the
Turkish TC sector was mixed.

While Turkey’s TC sector has not suffered as mutaer TC exporting
countries from the MFA flaws due to its speciaht&nship with Europe, it is
not expected to gain much in the way of increasaxss to Europper se.
However, Turkey’'s TC industry would benefit frontierased access to third
party economies.

As one of the most important sectors in the Turléslonomy, the TC
sector has been profoundly restructured during @yiskreform years. In the
paper we have shown evidence of betterment mamly a

» Higher production and productive efficiency in tirdustry's overall
average but more so in the private than in theipsielctor.

* Progressive and consistent shift in the structureownership in the
industry overall in favour of the private sector.

e Capacity utilisation, which is a goal in itself armh indicator of
performance, has increased both in absolute aativelterms. Utilisation
of available capacity has been improving due toithpact of excellent
showing and the increasing predominance of theafgisector over the
industry.

* Using the contribution to Turkey's external trade an indicator of
performance, we have observed a consistent increadbe share of
manufacturing in the country’s total trade. Of thiae, TC had the largest
share and the largest absolute and relative inereas

* Most of this progress appeared or matured in trekmmeties, which are
the years immediately following the ATC and EU-TReats. This
encourages us to trace most of these impacts $e ithevelopments.

REFERENCES
IDB 1997a, “Impact of Euro-Mediterranean AgreemefEdl1As) On Trade

and Economic Co-operation among IDB Member Cousiftieresented by Dr.
Lamine Doghri to the Workshop on ‘Implications ofedtonal Economic



72 Journal of Economic Cooperation

Groupings, Particularly the EU, for the Economiestioe OIC member
Countries, Ankara, Turkey, 18-19 September 1997.’



Impact of Increased Exposure to International Gitign: Turkish Textiles 73

Malik, Mumtaz, 1998, “An Assessment of the Impletation of the WTO on
Textile and Clothing.” Presented to the IDB CoretiNe Meeting of the OIC
Member Countries to Prepare for the Second WTO diknial Conference,
Jeddah, 29 and 30 April 1998.

Bared A. De Vries and Willem Brakel, 1983, Restuuicty of Manufacturing
Industry: The Experience of the Textile Industry Rakistan, Philippines,
Portugal, and Turkey. World Bank Staff Working Papember 558.

EIU, Country Report: Turkey 1990-1997. The Economist Intelligence Unit, 15
Regent Street, London SW1Y 4LR, UK.

Biyiikdeniz, Adnan and Bolat, Omdihe Turkish Economy 1997. MUSIAD
Research Reports - 23. Independent Industrialisid &8usinessmen’s
Associations, Mecidiye Cad. N0.7/50, Mecidiyek@0310istanbul-Turkey.

OECD, 1997, OECD Economic Surveys 1996-1997, TURKEY (Special
feature: Progress in Structural Reform.).

IS BANK, Review of Economic Conditions 1990 (1-4), 1997 (1-2). Economic
Research and Planning Department, Head Office, iiéirk Bankasi AS.
Ankara.

State Institute of StatisticMjonthly Bulletin of Statistics, Issues 1993 (4 Vol.),
1994 (2 Vol.), 1995 (4 Vol.), 1996 (12 Vol.), 1997 Vol.), 1998 (1 Vol.),
Prime Ministry, Republic of Turkey.



APPENDIX TABLE 1
TURKEY'S GDP AND PC-GDP INDICATORS FOR THE PERIOD 1 980-1997

Years 1980 1981 1982 1983 1984 1981 198p 198f 1988
GDP in billion TL (At current prices) 5,231 7,901 0,492 13,906 21,997 35,095 51,079 74,72P 129,295
Nominal GDP- Annual % change 51. 32)8 32.% 582 9.55 45.5 46.3 72.9
Nominal PC-GDP (In million TL) 117 173 225 291 451 693 987 1412 2390
Nominal PC-GDP annual % change 48 30 30 54 54 4P 3 4 69

GDP (Billion TL-1987 constant price§)50,296| 52,739 54,618 57,333 61,181 63,776 68,244 74,72P 76,306
Real GDP- annual % change 4.9 3.6 5.0 6.7 4.p 700 95 2.1

Real PC-GDP (million TL) 1124 1153 1169 1200 1258 259 1318 1412 1411
Real PC-GDP Annual % change 2.4 1.8 2.7 4.4 0.4 7 4] 7.1 -0.1
Years 1989 1990 1991 1992 1993 1994 199p 1996 1997
GDP in billion TL (At current prices) | 227,32893,060630,1171 1,093,368 1,981,867 3,868,429 7,762,456 14,772,110 29,137,554
Nominal GDP- annual % change 75.9 729 6Q.3 735 .38] 95.2 100.7 90.3 97.2
Nominal PC-GDP (In million TL) 4113 6960 10991 1866 33103 63227 123253 229523 44295p
Nominal PC-GDP annual % change 72 6 5B 70 77 9l 9% 86 93

GDP (Billion 1987-TL constant price$)76,498| 83,578 84,358 89,401 96,590 91,321 97,884 104,745 112,182
Real GDP- annual % change 0.3 9. 09 6.( 8.0 55 7.2 7.0 7.1

Real PC-GDP (million TL) 1384 1480 1471 152§ 1618 493 1554 1627 1705
Real PC-GDP annual % change -1.9 6.p -0.6 3.7 57 7.5 - 4.1 4.7 4.8

Source: Main Economic Indicators, State Planninga@isation.
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APPENDIX TABLE 2

TEXTILES PRODUCTION

Cotton Textiles

Wool Textiles

Years (000) Metre Index Years (000) Metre Index
1950 130416 100 1950 5928 100
1960 527106 404 1960 19598 33]
1970 610000 468 1970 26500 44]
1980 734872 563 1980 46990 79
1983 924080 709 1983 49400 83
1984 940000 721 1984 50100 841
1985 960000 736 1985 52000 87]
1986 980000 751 1986 54000 91]
1987 1017297 780 1987 54856 92
1988 1035144 794 1988 55925 94
1989 1100000 843 1989 58500 98
1990 1061000 814 1990 60500 102
1991 1097000 841 1991 62500 105
1992 1100300 844 1992 64300 108
1993 1150000 882 1993 65500 110
1994 1180000 905 1994 66000 111
1995 1210000 928 1995 69500 117
1996 1296000 994 1996 68000 114
1997 1360000 1043 1997 71000 119
1998 1393000 1068 1998 72000 1214

T O ——

Source: SIS Web site. (http://www.die.gov.tr) TaBl&6.
(1) ESTIMATE.
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APPENDIX TABLE 3
TURKEY’S QUARTERLY INDUSTRIAL PRODUCTION INDICES

1981Q1-1997Q3 (1992=100)

Industry

Mining

Manufacturing

Energy

Years

Public

Private|

Total

Public

Privatg

Total

Public

Private

Total

Public

Privatel

Total

1981

49.7
44.1
50.2
55.9

40.2
44.6
46.3
50.5

44.9
44.9
48.3
52.7

45.3
46.4
57.5
56.7

98.1
94.4
113.5
125.7

55.7
56.3
68.7
70.3

57.6
49.8
55.8
66.5

40.2
44.6
46.1
50.3

45.8
46.1
49.4
55.3

na
na
na
na

na
na
na
na

40.
34.
40.
40.

1982

51.9
50.9
55.8
67.3

42.7
47.3
44.6
54.1

46.9
49

49.8
59.7

47.9
47.3
50.7
62

100.4

89.6
114.1
126.]

58.3
56

63.5
74.7

59.2
57
65.3
82

42.8
47.5
44.3
54.1

48.1
50.4
51.9
63.3

na
na
na
na

na
na
na
na

43.
43

43.
47.

ASAIE s B B

1983

59.5
55.9
57.7
68.9

45.5
51.8
49.5
59.9

51.8
53.6
53.3
63.6

47.7
44.2
52.9
58.1

96.4
90.2
114.4
121.4

57.3
53.7
65.4
70.6

71.6
64.9
68.5
84.6

45.7
52.3
49.4
60.2

54.1
56.3
56.2
68.1

na
na
na
na

na
na
na
na

45,
45

43.
48.

o

1984

62.8
59.8
64.1
77.9

54.5
56.9
54.3
66.8

58.2
58.4
58.8
71.4

48.4
45.3
55.3
63.8

93.8
79.8
1214
136.1

57.3
52.5
68.6
78.1

74.8
70.6
75.6
94.7)

55.3
57.9
54.3
67.1

61.5
61.9
61.9
75.9

na
na
na
na

na
na
na
na

50.
48.
49.
57.

| paER T an ACanve ma py v o)

1985

61.3
63.6
66.4
80.4

55.2
59.3
63.9
74.3

58

61.5
65.1
76.7

54.5
53

65.3
73.8

95

86.9
125.4
135.6

62.5
60.1
77.5
85.9

67.5
72.8
74.8
94.3

56.1
60.3
64.2
75

59.7
64.3
67.8
80.5

na
na
na
na

na
na
na
na

56
53.
54.
62

1986

64.4
67

74.6
87.2

65.9
70.2
73.1
81.7

65.2
69.1
73.8
83.8

61.4
57.4
73.8
82.1

100.9

93.7
135.9
153.2

69.1
65

86.3
95.9

72.8
76.4
83.7,
103.3

65.1
69.5
71.7
80.2

67.4
71.6
75.8
87.1

52.8
54.6
60.7
62.6

77.6
75.3
66.9
90.4

55

56.4
61.2
64.9

1987

72.8
75.8
80.9
101.3

70.1
76.7
76.8
92.6

71.3
76.6
78.7
96.1

69.4
59.9
79

86.1

111
92.1

132.9

149.1

77.5
66.7
89.7
98.4

81.9
88.1
90.7,
123.1

69.3
76

75.4
91.3

73.3
79.7
80.6
100.9

60.5
60.8
66.2
70.5

76.3
88.2
75.9
103.1

61.9
63.2
67

72.9

1988

82.5
80

83.8
93.9

80
77.2
76
84.4

64.6
53.8
77.2
80.2

105
91.7

129.7

146.9

72.5
61.7
87.8
93.2

95.3
94.4
92.2
108.9

79.1
76.2
74.9
82.7

84.4
81.9
80.7
90.7

68.8
64.9
72.6
73.2

99.7
96.2
70.7
102.4]

71.9
67.9
72.4
75.9

1989

81.8
77.7
86.6
97.4

75.2
81.4
85.5
94.4

68.3
67.8
89.5
97.3

105
88.6

131.9

157

75.5
72.2
98

108.9

91.5

81.6

90
106.1

74.4
81.4

84.9
92.8

80

81.4
86.7
96.8

71.4 86.7

73.5
80.8
82.3

74.1
65.9
106.4]

73.14
73.9
79.9
84.2

1990

85.6
85.5
93.2
106.7

87.4
87.8
94.1
102.8

78.3
72.9
100.9
113.8

97.8

76
122.7
120.1

82.1

73.6
105.3
115

90.6
91.7,
94.5
112.4

87.4
88.2
93.9
102.5

88.6
89.2
94.3
105.5

81.6
78.7
89.5
93.8

85.7
87.9
74.7
95.3

82.1
79.9
88.2
94

1991

RWONRPIRARONRPIAMAONRPMARONRMPONRER(MPONRIMPONRIRONRIMRONREPIRARWNERERIDMWDN RO

88.4
88.1
99.6
109.9

81.7
89.6
99.9
106.8

92.9

88.4
114
120.9

88.1
70.8
110.4
138.3

92
84.8
1113.3
124.3

90

91.1]

99.6
115.2

82.1

100.5
105.7

84.8

100.3
108.5

86.6

81.§ 57.6

96.2
96.3

68.8

67.7
118.7

85.2
79.9
93.9
98
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APPENDIX TABLE 3 (cont'd)
TURKEY’S QUARTERLY INDUSTRIAL PRODUCTION INDICES
19810Q1-19970Q3 (1992=100)

77

Industry

Mining

Manufacturing

Energy

Yearg

Public]

Private|

Total

Public

Privateg

Total

Public|

Private

Total

Public|

Privatel

Total

1992

92

91.9
103.2
112.9

94.3
94.5
103.3
108.5

93.4
93.6
103.3
110.1

94.8
85.3
109.1
110.9

96.3

74.4
124.4
104.7

95.1

83
112.3
109.6

88.8
94.4
101.4
115.4

94.2
94.7
103.2
108.5

92.7
94.6
102.7
110.4]

98.6
88.7
105.2
107.5

99.3
104

86.4
110.3

98.7
90
103.6
107.7

1993

94.5
95.3
107.1
1144

95.1
109.7
115.9
124.2

94.9
104.4
112.7
120.6

84.4
74.4
103.8
102.7

66.9
63.4
1204
105.4

80.8
72.1
107.2
103.3

91.1

98
104.8
115.3

95.5
110.2
115.9
124.4

94.3
106.8
112.9
121.9

107.2

97.6
114.2
117.2

102.4]
128.4]
107.9
129

106.9
100.2
113.7
118.7

1994

100.6
102.1
1094
117.9

100.2
87.1
96.6

108.3

100.4

92.6
101.3
111.9

90.8
96.8
111.6
101.9

66.8
65.1
99.2
131.3

85.9

90.3
109
108

96.1
101.2
104.5
118

100.6
87.2
96.5
107.

99.4
91.1
98.7
[110.5

116.1
106.5
120.8
124.3

114.8
104.5
100

125.4]

116
106.3
119
124.4

1995

98.7
102.6
107.8
112.6

102.9
115.7
126.5
132.8

101.3
110.9
119.6
1254

86.7
88

97.6
95.2

86.2
83.9
176.2
203.7

86.6
87.2
113.8
117.6

91.4
99.3
105.7
117.]

102.6
115.7
123.2
127.3

99.6
111.2
118.4]
124.5

122.1
117.1

117.4{ 301.1]

109.2

141.4
151.3

436.3

123.7
120

132.9
136.9

1996

1014
98.6

107

124.3

117.3
130.4
135.6
143.3

111.5
118.7
125.1
136.3

90.4

92.3
120.3
108

82

84.6
117.4
120.

88.7]
90.7
119.7

1110.5

96.8
98.8
101.3
129.9

114

126.6
131.4
138.3

109.3
119.1
123.2
136

117.5
100.6

115.4{ 455.3
117.4 529

394.7,
454.1]

140.9
130.5
144.1
152.7

1997

WNRBMRWONRIDRWONRIRMRONRIDRWNDR|IAMWN RO

104.6
103.5

112

131.6
147.6
159.1

121.7
1315

141.9

91.7
95.8
131.7

51.7
53.8

212.71

83.5
87.1
148.4

99.7,
102.6

106.7]

128
144.1

120.4
132.5

152.5

139.9

122.2
109
116.7

482.5
512.6
563.9

152.6
143.1
154.5

Source:

SIS Web site. (http://www.die.gov.tr) tablg7.
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