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FOCUSING ON
STRUCTURAL REFORMS

With its functioning market economy and multi-party
democracy, Turkey has risen to the position of the most
important country in its region

TURKEY HAS LEFT BEHIND an important
election period. As the developments oc-
curring in the Middle East were watched
worldwide with worry, Turkey meanwhile
set an example for its region with the de-
mocracy and election culture it exhibited.

On Turkey’s agenda in the period to
come will be a new constitution and the
economy. For this, we believe we have an
urgent need for a constitution that respects
human rights, further expands freedoms,
and embraces all of Turkey. We have a
requirement to realize a constitution that
will take Turkey to the era in which it lives,
develop personal rights and freedoms,
and render economic development and
transformation possible through broad
participation and the reconciliation of
differences. Economic development is
aprocess that goes hand in hand with
democracy. In an environment in which
democracy and personal freedoms prevail,
the economy will develop and grow.

Turkey’s constitutional process will not
be just an issue concerning its own; it will
be a process that many countries in its
neighboring regions will follow closely and
take lessons from. With its functioning
market economy and multi-party democ-
racy, Turkey has risen to the position of
the most important country in its region,
and it strives to contribute to the global
system as a central country.

With the economic program it put into
practice after the crisis it experienced in

2001, Turkey solved the acute problems

it had and attained the stability it sought
for decades. Now, with a new game plan
based on investment, advancement, and
sectorial leadership, and formulated on
the gains of the economic program that
was implemented, it is on the verge of tak-
ing important steps toward transforming
its economic structure.

We, representing exporters in Turkey as
the Turkish Exporters Assembly (TIM),
are striving to surpass ourselves, increase
our competitive ability, and make innova-
tion the backbone of Turkish industry by
transforming our industry and exports
through our 500-billion-dollar exports
target for the year 2023.

Through the cooperation of the public
sector, private sector, and non-govern-
mental organizations, the economy of
Turkey turned the crisis that put it in
dire straits in 2001 into an opportu-
nity for the whole country and brought
the sunken economy, production, and
employment back on their feet again.
Inflation fell from 68% to 6%, the per
capita income rose from 3,000 dollars to
10,000, and our exports rose from 31 bil-
lion to 114 billion dollars. Turkey became
a country in which the state budget de-
livered a surplus even in an election pe-
riod, the state’s debt fell in relation to the
national income, and strict fiscal policies
were implemented uncompromisingly.
Similarly, the strict disciplining of the

MEHMET BOYOKEKSI
PRESIDENT (TIM)

banking sector after the 2001 crisis and
its daily-increasing role in supporting
the real sector allowed Turkey to exit the
global crisis with little harm.

As a country that has emerged from an
election period with its political stability
maintained, Turkey will move toward
much more comprehensive, and unlike in
the past ten years, real-sector-focused eco-
nomic policies. With an export- and- pro-
duction-focused economic program it will
implement in the coming term, Turkey
will also enact special practices to support
exports and exports-based manufacturing
by making them more attractive.

In the new term, Turkey will bring
the impetus it deserves to the European
Union membership negotiations. As TIM,
we believe that the EU process, which we
are very sensitive to and follow closely, is
among Turkey’s essential goals.

Barriers we face in the negotiations
process, which hasn’t reached the pace we
desire in spite of all efforts so far, undoubt-
edly create a disheartening effect in all of
us. However, despite obstructions in the
process, as TIM, we strongly support the
resolute policies our government contin-
ues to take toward this target.

We earnestly support our government’s
decisive attitude, it being unaffected by
problems in the economic conjuncture
and focused on its own performance, and
its strategy aiming for full compliance
with the EU acquis communauitaire .

We regard the foundation of an EU
ministry immediately prior the general
elections as an extremely important ap-
propriate step that proves Turkey’s resolve
on the matter of its aim for membership.

As TIM, we have full conviction that
we will get closer to a Turkey of EU
standards each passing day, and that and
will reach our 500 billion dollar exports
target in the year 2023 with Turkey as
an EU member through the steps to be
taking in the coming term.
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“Turkey, with its young, talented population, holds enormous potential for the future.
Combining this rich resource with information technology can help accelerate Turkey’s road
to success. We have increased our investment in Turkey to better serve the local demand
together with our partners. Today, many of our Turkish employees now hold regional and
global roles within Oracle; a testament to their energy, experience and talent.

With technology at the heart of its development, Turkey is the land of
opportunities and Oracle is proud to be part of its future. ”

» Alfonso DI IANNI
ORACLE Senior Vice President, Eastern Europe, CIS, Middle East & Africa

INVEST IN TURKEY

¢ A population of 74 million, half of which is under o Access to Europe, Caucasus, Central Asia, the Middle

the age_of 29 East and North Africa
* Approximately 500,000 students graduate annually P it d (IMF-WEG. 2010
from more than 150 universities argest economy in the world (IMF-WEO, )

e Around 26 million young, well-educated and motivated ¢ 15" most attractive FDI destination for 2008-2010

labor force . (UNCTAD World Investment Prospects Survey)
¢ Highly competitive investment conditions

e A country that offers 100% and more tax deductions

on R&D expenditures impressive GDP growth rate of 8.9% in 2010
YOUR ONE-STOP-SHOP

\ IN TURKEY

invest.gov.tr

¢ Fastest growing economy in Europe with an

REPUBLIC OF TURKEY PRIME MINISTRY
INVESTMENT SUPPORT AND
PROMOTION AGENCY
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"WEARE READY FOR TURKEY”

The common point in the 18th Ordinary General Council Meeting of TIM was that all parties
are decisively running toward Turkey’s 2023 targets

TURKIYE
P
MECLISU

The 18th Ordinary General
Council Meeting of TIM was
held on June 25 at Foreign
Trade Complex

HE18TH Ordi-

nary General
Council Meeting of
the Turkish Exporters
Assembly took place
on June 25 in the
Turkish Exporters As-
sembly Headquarters.
In addition to Prime
Minister Recep Tayyip
Erdogan and primary
opposition party lead-
er Kemal Kiligdaroglu,
many industrialists
and businesspersons
attended the meeting
in which the Export-
ers Assembly’s yearly

activities were evalu-
ated. TIM President
Mehmet Biiyiikeksi,
delivering the opening
speech, highlighted
the fact that they
played an active role in
maintaining a stable
and significant rise

in exports within the
past year and empha-
sized that exports have
caught on in Turkey.
Indicating that Turkey
has come closer to
becoming a country
of central importance
through the solving

of several regional
problems, visa re-
quirements most of
all, Biiylikeksi stated
that it has become an
example for surround-
ing countries whether
economically or with
the stable atmosphere
post-election. Mean-
while, Prime Minister
Erdogan emphasized
in his speech that
democratization and
economic develop-
ments are progressing
in parallel to each
other. Erdogan gave

the message that they
will not stop and will
continue progressing
on the road toward
advanced democracy
and a developed econ-
omy in the new term,
too. Zafer Caglayan,
the State Minister

for Foreign Trade,
indicated that the
targets are at a point
at which they are
reachable, stating that
135 billion dollars’
worth of exports will
be realized this year
and a 50,000-person-

strong exports army

will have gathered very

soon. The common
point the speak-

ers mentioned was
that the structural
transformations in
the economy brought
about the right solu-
tions through correct
diagnoses. Taking
off from this point,
Biiylikeksi broke the
good news that TIM
has prepared a strat-
egy document for the
economic program in
the new term.
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FOREIGN AFFAIRS

SPEAKING OUT AGAINST INEQUALITIES
INTHE GLOBAL ECONOMY

LDCs don’t only need financial aid, but also attention to the geographic
difficulties and vulnerabilities of each country

HE4TH UNITED NATIONS Conference on the

Least Developed Countries was held in Turkey
May 9-18, 2011. The conference, hosted at Istanbul
Convention and Exhibition Center, addressed the
problems of the world’s poorest 48 countries. The
heads of state and /or government of around 50
countries, 75 ministers, 30 deputy ministers, and 36
leaders of international organizations were present
at the conference. Tt has been announced that total
attendance numbered approximately 17,000. Com-
ing on the heels of Turkey’ strategy of opening out
to Africa in 1998, the declaration of 2005 as Africa
Year, and the Turkey—African Union summit held in
2008, relations between Turkey and Africa became
even warmer at this conference.

The Least Developed Countries (I.DCs) are

defined as countries with GNI per capita of less than

economic vulnerability. While comprising 13% of
the world’s population, .DCs account for only 1% of
its economic output. The number of LDCs has risen
from 25 in 1970 to 48 today. Assessing the situation,
President Abdullah Giil said, “This situation cannot
go on like this. When there are one billion people
living on less than 1 dollar a day, the international
community cannot turn a blind eye to this. This is
an alarming, worrying situation not just politically,
but also ethically”

Speaking about the conference, Ahmet
Davutoglu, Minister of Foreign Affairs, said, “Our

745 dollars per year, poor human resources, and high

Oneof the

conclusions of the

conference was
to ensure better

integration of

the developed
partners in the

Action Plan in
aid, trade, and

development
strategies

purpose is to be the
voice of international
conscience, to call out
globally, and to continue
this call for ten years.”
He continued, “We want
our term presidency not
to come to the agenda
with only crises, but for
it to be a term in which
a development para-
digm, new institutional
tools, and a sustainable,
egalitarian development
model is established.
This is important for us
in terms of being able to
organize the activities
to be done within ten
years. In such a short
time as in 2015, we will
again be a member
of the UN Security
Council. Whenever any
matter comes up within
the UN system, we want
to play a role that will
change the paradigm of
the matter”

Objectives included

for LDCs in the Istanbul
Action Plan as agreed
upon at the end of the
conference include
boosting production
capacity and ensuring
sustainable, egalitarian,
and comprehensive
growth; establishing
gender equality; reduc-
ing the vulnerability of
the countries’ economies
to natural and environ-
mental shocks includ-
ing climate change;

the development of
financial resources;

the strengthening of
democratic processes,
of the supremacy of
justice, and of related
institutions; the firm
emplacement of an
administration that

is competent at every
level; the preservation
of human rights; and
reducing poverty. Fur-
thermore, the plan aims
for half of the 48 .DCs
to graduate from the list
by 2020. Tt was empha-
sized at the conference
that there are certain
important lessons to be
learned from this plan
on national, regional,
and international levels.
Some of these lessons
were as follows:

* Some measures of
international support
yield limited results
in meeting the special
needs of LDCs. So
international measures
of support must be
strengthened according
to the special needs and
priorities of LDCs.

« Instead of regarding
LDCs just as a group of
countries with low GNT
per capita, the Action
Plan must pay attention
to the unique geo-
graphic difficulties and
vulnerabilities of each of
these countries.
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AVIATION

A STRONGER
FLIGHT
NETWORK

Turkish

Airlines aims to
strengthen the
bond of between
Turkey and other
countries via its
flight network

Strengthening its flight
network by the day,
Turkish Airlines is add-
ing three more to the
cities it already serves.
Aimed at consolidating
the bond of friendship
between Turkey and
Germany, on July 1 the
airline is adding an
Izmir-Munich flight

to its existing [zmir-
Frankfurt flights,
which got under way
on June 13. Meanwhile
thrice-weeKkly flights
from Istanbul to the
Afghan capital Kabul
are also slated to start
on July 9. Following
the connecting flight
to Basra via Najaf

that was added last
month, a direct flight
to Sulaymaniyah is also
being added, bringing
the number of Turkish
Airlines’ destinations
in Iraq up to five.

PARTNERSHIP

EXPORTERS MOUNT
AN PO OFFENSIVE

TIM is pioneering ways to make it easier for the
financing needs of exporters in order to create
advantages in terms of costs and competition

ITH THE protocol it

signed with all parties
in the capital market, the
Turkish Exporters Assembly
(TIM) is pioneering ways to
make it easier for the financing
needs of exporters. Because
exporters will secure an ad-
vantage in their costs, they will
be able to take a step forward
in their struggle against their
international rivals. TIM
signed a joint protocol with
the Capital Markets Board
of Turkey (CMB), Istanbul

they will need to finance their
growth and investments and
adopt a corporate structure
suited for going public.

TIM President Mehmet
Biiyiikeksi said that their
goal is to foster the growth
of exporters and help them
finance their investments
more easily via capital
markets. Reminding that
companies grow alongside
exports, Biiyiikeksi said,
“This year, we are aiming for
arecord 135 billion dollars

Stock Exchange
(ISE), Association
of Capital Market
Intermediary Insti-
tutions of Turkey

M

in exports. As
the volume of
exports grows,
our firms’
financial needs

(TSPAKB), The
ISE Settlement and Custody
Bank Inc. (Takasbank), and
the Central Registry Agency
Inc. (MKK) with the goal of
promoting adoption of corpo-
rate management principles
among exporting companies
before offering a public option.

The protocol aims for
exporting companies to make
better use of the opportunities
offered by the capital markets
in procuring the resources

show increases
as well. We are clearing the
way for our exporters to make
use of all sorts of financial
instruments comfortably. The
possibilities offered by the
capital market must be put to
good use. Securing means of
long-term financing for our
exporters by way of public
offerings will strengthen our
firms and make it easier to
achieve our 500 billion dollar
export target.”

The Turkish Perspective (7

AVIATION

AFLIGHT
SAFETY FILM
WITH THE
MANCHESTER
STARS

Another first for
passangers of
Turkish Airlines

Chalking up yet
another first, Turkish
Airlines has shot an
in-cabin flight safety
film with Manchester
United star footballers
Darren Fletcher,
Wayne Rooney, Nani,
Chris Smalling, Rafael
and Fabio Da Silva. In
the film, which, unlike
standard flight safety
films, was shot with
the intention of creat-
ing content of greater
interest to passengers,
in-cabin security
procedures are pre-
sented in an unusual,
and more humorous,
approach.
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EXPORT

ACCOUNTING FORTHE
BIGGEST SHARE

Automotive exports that have reached
8.5 billion dollars in five months sprint
toward 20 billion dollars in 2011

ITHTHE 16%

growth it at-
tained in the first five
months of the year, the
automotive industry
reached a total of
8.544 billion dollars
in international sales.
When the rest of the
year is considered, it
is expected that the
industry will exceed the
18 billion dollar target
set for 2011. According
to data from the Turk-
ish Exporters Assembly
(TIM), the auto indus-
try accounted for a 15%
share in the 11.1 billion
dollars’ worth of exports
attained by Turkey as a
whole in May, continu-
ing the leadership it
has maintained in the
field for years. The
report prepared by the
Automotive Indus-
try Exporters’ Union
(OIB) on auto exports,
which exhibited a 19%
increase over last May,

lists the reasons for
this rise as follows:
the stability achieved
in currency exchange
rates, continued still-
ness in the car market,
and increased activity
in the EU commercial
vehicles market.
Meanwhile, hope
was provided for the
future in that interna-
tional sales in the first
five months of 2010,
worth 7.388 billion
dollars, rose by 16% to
8.544 billion dollars in
the first five months
of 2011. “The export
figures we attained
today shine a light on
the future for us. We
predict that we will eas-
ily exceed the 18 billion
dollar target we set for
the year 2011, bar-
ring the occurrence of
extraordinary develop-
ments,” commented
OIB President Orhan
Sabuncu.

| NEW MINISTRIES

REORGANIZATION

Eight new executive ministries will be established instead of state ministries in the
new cabinet. Also, deputy ministers who will be transferred from business realm will be
appainted in order to maintain more coordination between business and government.

Ministry This ministry will concern itself with the
of Family problems of women, families, children,
" and Social seniors, and the disabled.
i Policies
AL
P Ministry of In addition to the responsibilities of the
Science, Ministry of Industry and Trade, this minis-
& Industry,and  try will also pursue and guide scientific and
T Qe p Technology technological policies.
Ministry [t will be responsible for matters of zoning and
of the development, environment, and buildings. Tt will
“9 Environment,  determine strategies for the physical plannings
Forests, and implementation of projects of every scale.
I and Urban and water resources. It will provide for the central
Planning monitoring of urbanization and development.
4 d Ministry of Replacing the Ministry of Foreign Trade, this
Economy ministry will be responsible of such matters
k—k— as foreign trade, investment incentives, and
economic relations with foreign countries.
Y Ministry of A Youth Services Directorate and Depart-
Youth and ment of Sports Services will be established
Sports within the body of this ministry, which will
be responsible for matters concerning youth.
° Ministry In addition to the responsibilities of the
of Food, current Ministry of Agriculture and Rural
Agriculture, Affairs, this ministry will be concerned with
and Animal food production and safety, rural develop-
@ Husbandry ment, and water resources.
> Ministry of Besides being in charge of customs policy,
“ Customsand  this ministry will fulfill duties relating to
Trade domestic trading services.
Ministry of It is to create sector-based and regional de-
Development  velopment plans and produce mid-term and
annual programs, and action plans.
Ministry of This ministry will coordinate efforts toward
European preparing Turkey for European Union
Affairs Membership.

JULY - AUGUST 20111SSUE 5




AVIATION

CROATIA
OPPORTUNITIES
ONTHERISE

The existing Blocked
Spare Codeshare
Agreement between
Croatia Airlines and
Turkish Airlines has
been revised as of June
9, 2011, as Free Sale.
Under the new agree-
ment, both airlines will
be able to sell tickets
on the Istanbul-Zagreb
(reverse) route without
seat restrictions.
Croatia Airlines will
also be able to use the
TK code on tickets to
Dubrovnik and Split,
to which we do not
have flights.

EMPLOYMENT

UNEMPLOYMENT
CONTINUES
FALLING

Unemployment
dropped by 2.9 points
t0 10.8% in March,
signifying 622,000
fewer individuals
lacking employment.
Over the past year,
Turkey created new
jobs for 1,545,000
individuals. According
to the Household
Labor Force Study by
the Turkish Statistical
Institute (TurkStat),
the number of jobless
people fell from
3,438,000 in March
2010 to 2,816,000

in March 2011, while
employment rose from
21,741,000 jobs to
23,286,000.

AVIATION

Turkish Airlinesis
Chosen Europe’s
Best Airline

URKISH ATRLINES’ global

quality is being officially
certified by awards. Turkish
Airlines was number one in
three categories in Skytrax,
which evaluates institutions’
product and service quality us-
ing the evaluation and service
comparison programs they
provide within the airline and
airport sectors. The airline was

deemed worthy of the awards
for Best Airline in Europe, Best
Premium Economy Seat for its
Comfort Class seat, and Best
Airline in Southern Europe in
the 2011 World Airline Awards.
Skytrax 2011’s evaluation was
based on surveys conducted over
ten months among 18.8 million
passengers with more than one
hundred different nationalities.

RUNNING FASTER

Turkey's total exports increased by 21 % in May 2011. Not only the largest ex-
porterindustries showed significant growth in this period, but also the relatively
smallindustries have exceeded expectations

P2A7" 70977 4127

GROWTH RATE OF GROWTH RATE OF
ORNAMENTALS RUGS AND CARPET

GROWTH RATE OF
FISHERIES AND ANIMAL
PRODUCTS EXPORTS EXPORTS EXPORTS
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AVIATION

TURKISH
AIRLINES AND
RAMADAN 2011

Turkish Airlines is
offering alluring
transport opportuni-
ties throughout the
month of Ramadan
through various dis-
counts and promotions
for its Middle East-
ern passengers who
wish to pass the holy
month in Istanbul’s
spiritual atmosphere.
Istanbul’s centuries of
history and peerless
silhouette comprised
of mosques’ minarets
are transformed during
Ramadan. Messages
spelled out by lights
strung between mina-
rets, events in Sulta-
nahmet and Feshane,
and laser shows at

the Blue Mosque add

a separate vibrancy

to Istanbul. With

this event organized
jointly by the Min-
istry of Culture and
Tourism, TURSAB,
and TUROB, Turkish
Airlines is offering the
twenty-five Middle
Eastern locations it
flies to an opportunity
to experience Istanbul’s
special Ramadan color.




10 First

DEFENSE )

AGLOBALACTOR IN UNMANNED AERIAL
VEHICLE PRODUCTION

Demand for unmanned aerial in the production of mini-

vehicles (UAVs), which are UAVs and MALE (Medium-
being required for military air Altitude, Long-Endurance)
superiority more and more UAVs and has entered the

ranks of the prime actors in
both the military and civil
field, Frost & Sullivan Turkey
Director Philipp Reuter
emphasizes his conviction that
Turkey will play for leadership
in the entire Middle East and
Asia Pacific region over the
next five years and experience
massive growth in the UAV
segment.

often, is growing the market
for the segment in Europe
and Turkey rapidly. According
to an analysis by Frost &
Sullivan, a growth consultancy
and research organization,
Turkey could enter the ranks
of the leading actors in their
production over the next five
years. Stating that Turkey has
achieved outstanding success

SHIP INDUSTRIALISTS
MOVETOWARD BARTERING

tor by fulfilling an intermediary
role in barter trading, Bagaran
Bayrak, President of the Istan-
bul Ship and Yacht Exporters’
Union, said, “If our country is
to apply this model too, either
our government must mediate
this trade itself, or independent
bartering companies should

be put to the task” The sec-

tor exported wares to Malta,
France, Panama, Kazakhstan,
the United Arab Emirates,
Indonesia, Malaysia, ITtaly, and
the Marshall Islands over a
four-month period.

hip industrialists, whose

exports grew 78% in the
first four months of 2011, are
developing alternative trade
methods to achieve the 10
billion dollar figure set as a goal
for 2028. By adopting “barter
trading” as pioneered by South
Korea and China, ship indus-
trialists are targeting countries
with limited money but abun-
dant subterranean resources
like Tran, Traq, Azerbaijan,
Kazakhstan, and certain Afri-
can countries. Explaining that
governments support the sec-

RETAIL

THE RETAIL SECTOR WILL
GROWT0 250 BILLION
DOLLARS BY 2014

Turkish retail sector grew to a size of 187 billion
dollars in 2010 and is expected to show significant
growth in the next three years

ESEARCH FIRM

Deloitte’s report on
the retail sector in Turkey
shows the growth potential
of the market. Indicat-
ing that the Turkish retail
sector grew to a size of 187
billion dollars in 2010, the
report predicts that this
figure will go up to 250
billion dollars in 2014. The
food retail market—which
includes such global gi-
ants as Metro, Carrefour,
and Tesco—accounted
for the largest slice of this
pie at 96 billion dollars; it
was followed by the retail
markets for housewares at
26.5 billion dollars, textiles
at 24.8 billion dollars, and
technology at 7.3 billion
dollars. According to the
report, non-food retail de-
livered a solid performance
by growing 16% over 20009,
with ready-to-wear cloth-
ing retail growing by 27%.
The report emphasizes
that the subcategories of
the retail sector exhibited

strong performances too.
The housewares market

is stated to have grown to
26.5 billion dollars in 2010.
Among the main players
in the market are Koctas,
Bauhaus, IKEA, and Prak-
tiker in the field of home
improvement; Arcelik,
MediaMarkt, and Vestel in
home appliances; and Zara
Home, Esse, Lines, Mudo
Concept, and Pagabahce
in home textiles. The
textile retail market, which
includes such players as
Koton, LCW, and ipekyol,
grew to a volume of 24.3
billion dollars. The size of
the e-commerce market

is stated to be 9.4 billion
dollars. The electronics
retail market, in which the
main actors are such firms
as MediaMarkt, Darty,
and Teknosa, is indicated
to have reached 7.3 billion
dollars. The retail market is
expected to see significant
growth over the next three
years.
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EXPORTS

FURNITURE
EXPORTS T0
SOUTH AFRICA
INCREASED
80%

The furniture sector
continues its exports
drive. Furniture
exports gained

speed after the 2009
launch of the Sectoral
Trade Delegation
Program under the
leadership of the
Undersecretariat for
Foreign Trade (DTM),
the Istanbul Exporters’
Unions (I1B), and

the Association of
Turkish Furniture
Manufacturers
(MOSDER). Furniture
exports to South
Africa rose from 3.489
million dollars in 2009
to 6.271 dollars in
2010, an 80% increase.
The sector almost
doubled its exports to
South Africa within
ayear. Data released
by MOSDER shows
exports to South Africa
increased by 27% from
1.8738 million dollars
in Q12010 to 2.376
million dollars in Q1
2011.

FINANCE

The Best Budgetin the

Last16

ears

A record fall in the budget deficit in the first five
months of 2011 over the same period last year

INANCEMINISTER

Mehmet Simsek said that
the best budget numbers in the
January-May period over the past
16 years, barring 2006, were at-
tained this year. Budget spending
within this period amounted to
119.618 billion liras, while budget
income came in at 119.386 billion
liras. Therefore, the budget deficit,
which was 9.984 billion dollars
in the first five months of 2010,
fell down to 233 million liras in
the same period this year. Simsek

stated that the budget posted

a 304.4 million lira surplus in

the first five months of 2006,
emphasizing that in other years,
there was a deficit ranging from
380.5 million liras in 1996 to

15.7 billion, 20.7 billon, and 21.8
billion liras. The minister also
pointed out that they are aiming
for a 33.546 billion deficit by the
end of the year in the 2011 Central
Administrative Budget. “Just
0.07% of the year-end targets
were realized in the January—May
period. By the performance deliv-
ered so far, we will close the year
2011 with a deficit far, far lower
than this target. In this frame-
work, we will review the budget
figures and deficit target when
the time comes as well. We will
make revisions to this end in the
Medium Term Plan” Answering
a question, Simgek said that debts
would be financed by resources
to be gained from restructuring,
but that a modest portion would
be used in quality infrastructure,
education, and R&D spending.

FIGURES FOR THE FIRST FIVE MONTHS

According to the Ministry of Finances figures, the budget was balanced as
followsinthe January—May periods from 1986 to 2011:

BUDGET BALANCE

YEAR (x1,000TL) YEAR (x1,000TL)
1996 -380.510 2004 -11.431.773
1997 -528.750 2005 -3.790.928
1998 -1470.522 2006 304.391
1999 -4.013.029 2007 -3.343.873
2000 -7.633.060 2008 -2.060.245
2001 -4.808.315 2009 -20.683.168
2002 -15.699.141 2010 -9.983.578
2003 -21.807.405 2011 -233.168

The Turkish Perspective 1]

FOOD & BEVERAGE

ISTANBUL:

THE CITY THAT
SERVES MORE
THAN KEBABS

Istanbul which attracts
more global interest
everyday, is being
talked of its restaurants
nowadays. Recently
British daily, The
Independent published
an article showering
the new approach to
culinary atmosphere in
Istanbul. Tina Walsh,
writing in the article
titled “Shish! This

City Serves More than
Kebabs,” says food in
the city was always
good, but that choices
in the past were limited
to kebabs.

“A new generation
of chefs is changing all
that,” says Tina Walsh.
She writes about Mikla
on the 14th floor of
The Marmara Pera;
Lokanta Maya, the
Karakdy restaurant
belonging to Radikal
Hayat writer Didem
Senol; Kantin in
Nisantasi; and Leb-i
Derya in Beyoglu, on
the top floor of the
Richmond Hotel.

Examples are
provided from the
kitchens of these
restaurants in
the article, which
emphasizes that
the new Turkish
cuisine was created
by rediscovering
traditional Turkish
cuisine and long-
forgotten Ottoman
recipes and updating
them for the present
day.
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Panorama

N ECONOMICS AND SOCIAL SCIENCES there has been a

long lasting discussion on whether democratic govern-

ments stimulate growth and development or show

insufficient performance. Especially, a group of academi-
cians and researchers have been insisting on the more efficient
impacts of quasi-democratic or authoritarian governments on
development criteria. The majority of studies emphasize the
roles of economic stabilization, very short policy lags depending
on more powerful governments and less effective opposition par-
ties relative to democratic governments and direct government
intervention by government investment and investment subsidies
in relatively much more protected economies. Although it is well
known that closed, protected and politically authoritarian econo-
mies have less transparent national accounts and probably the
relative prices in those economies do not reflect pareto optimal
allocation of scarce resources which have strong and significant
negative effects on social welfare, most of the studies use growth
rates of output and exports as the main criteria. Nevertheless,
these criteria may solve the problem for the basis of growth

BY ASSOCIATE PROF. DR.
DUNDAR MURAT DEMIROZ

Democracy As A
Development Policy:

THE CASE OF TURKEY

Is Turkey a miracle? Maybe not. But it is
evident that the country is one of the best
examples of adapting its talents to the
changing global conditions

dynamics in a country, but they can give no significant evidence
about a country’s development level which also include the social
criteria such as birth rates, infant mortality rates, human rights,
freedom of entrepreneurship, market competitiveness, division of
income, jurisdiction system, minority and individual rights, the
level of education and etc.

When talking about development problem, economic criteria
do not represent the whole reality. Market economies in the
second half of 20th century, seemed to be a collection of concen-
trated industries with significantly high government expendi-
tures causing high level of debt burden and crowding out effects.
Furthermore, protected economies and managed exchange rates
maintain the governments the instruments to influence the rela-
tive prices and wages according to their political positions which
enhance a minority of society to control significantly high amount
of national income and value added in the whole economy.

Beginning from late 1980s at the end of 20th Century, the story
has significantly changed. Three major events have occurred: The
collapse of Socialism and “Cold War”, a shift in the paradigm of

ILLUSTRATION BY SEDAT GIRGIN
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technology and globalization. These three events caused a new
transformation process in the world economy and politics.

The technological paradigm shift also created both financial
and real effects. The technological change presents itself in “flex-
ible production system” which maintains countless variety of
products and gives the consumers to consume the types of goods
which mostly satisfy their subjective personal tastes and prefer-
ences. Even this sole example may present the “Zeitgeist” of the
age: A new society depending on individual heterogeneity instead
of national homogeneity. One of the main transformations as a
consequence of technological change in micro-electronics is the
network systems. The result is simple: In this new age, govern-
ments must be democratic and their policies should have less
intervention and intend to manage expectations of global inves-
tors in order to stimulate foreign direct investments. Also, the
economies are much more consumer oriented
market economies rather than policy oriented
mixed economies. This phase is also called
“globalization”

In a “global economy”, the nation states
should rely more on their “soft powers” rather
than their “hard powers”. Furthermore, they
should strictly transform their policy instru-
ments with regard to changing economic and

The Turkish Perspective

1980, 1986 and 1989 Turkey made three important reforms

in order to realise gains from national capital accumulation

in global economy. These were, respectively, foreign trade,
domestic financial and foreign financial liberalizations. In the
transition phase of these reforms in 1990’s Turkey experienced
two serious Twin Crises in 1994 and 2001. Nevertheless, Turkey
has learned the opportunities and threats of the global system
by experiencing those crises. Especially, a new entrepreneur class
which has been flourishing since early 1980, utilized its vitality
and flexibility to adapt itself to the changing business environ-
ment. After each crisis, Turkey’s new entrepreneur class stood up
and grew much faster. Coming to the Millennium, Justice and
Development Party, (AK Party) the ruling party, was founded as
the representative of this new entrepreneur class who are mainly
exporters and of the middle and low income level consumers
who constitute the majority in the society.
Their main manifestations were democratic
reforms including the reduction of military
intervention in public administration, indi-
vidual and minority rights, reforms in the sys-
tems of education, social security and health.
They also declare an economic program
which mainly focused on a smaller public
sector, a reduction in military expenditures,

political conditions. The economic crises in the

The story of

sound fiscal policy with the target of bal-

transition phase of globalization mostly are Turkey ’S SUccess anced budget and an active regional foreign
the consequences of coordination failures be- b ¢ h . d policy which enhance the variety of foreign
tween old style economic policies and globally oLn economac an trade partners. By an active application of
integrated product and financial markets. As DO litical means this program, Turkey has been free from the
aresult of all these facts, in the long run, the - h l d d economic and social burdens of “Cold War”
non-democratic governments might not be 1n the last decade period.

able to survive amid the hurricane of social and - 9779 g-h t start ﬁom Let us turn back the first question in the title.

economic changes.

the early 1980’s

Turkey, by developing its democratic system,
may be identified as an example of democracy

IS TURKEY A MIRACLE?
Turkey is not a miracle but she is a good
example of an evolution of a nation state in order to adapt her
talents and capabilities to be efficiently used under the effects of
the changing conditions of world economy. The illusion, of which
most of the academicians are addicted, is to expect that the eco-
nomic and political structures of nation states of the last century
can last forever. We can understand that this argument is wrong
if we carefully observe the political events in most of the totalitar-
ian countries in Middle East and the economic nightmare of EU,
which has been erroneously designed after World War IT and has
no hope of surviving in 21st century, unless it is totally redesigned
with the common sense dictated by “globalization”. Either the EU
or the Middle East states are bureaucratic organizations in es-
sence, in which the individuals have no power in managing their
lives. One can think that the EU countries are democratic market
economies and though this fact they can not manage the global
risks as efficient as Turkey.

The story of Turkey’s success both economic and political
means in the last decade might start from the early 1980’s. In

as a development policy. The democratic and

liberal reforms maintain the purchasing power
of the low and middle income level consumers to rise and these
have enhanced the domestic demand for industry. Government,
by supporting and promoting intellectual property rights, caused
the volume of patents and innovations rise gradually with respect
to former periods. A multidirectional active foreign policy, which
was strongly enhanced and supported by majority of citizens, opens
new markets to the exporters from the new entrepreneur class. The
reduction in the military expenditures and allocating those saved
funds in the expenditures of education and health sectors increased
the social welfare significantly. The balanced budget target caused
domestic and foreign public deficit decline fastly under the levels
of Maastricht Criteria. This caused a decline in interest rates and
apositive change in the distribution of income especially in behalf
of low income level consumers. Together with all these issues, the
government’s most important success is to create the credibility in
order to promote foreign direct investments. Needless to say, a gov-
ernment’s most important responsibility is and will be to manage
physical and financial global capital in the new era.

13



The Turkish Perspective

Content: Cities Climbing to the Summit P14 Nature’s Bounty: Organic Cosmetics P18 A New Industrial Revolution: The Green Economy P19 A Role Model for
the World P20 A Global Player In Bandirma P21 The Great Power Behind Automotive P22 There’s No Globalization Problem P25 Renewable Opportunities P26
TGS Has an Eye Abroad P28 On the Eve of Global Competition P80 The World’s Most Natural Tea Snow-Dusted Tea P82 Editor Ceyhan Aksoy

| | [ |
B rl Efl n gEDNGRESSTUURSM,URGANIEEUSMETES,INVESTMENT,E[]MP[]NENTS,ABRIEULTURE...

CONGRESS TOURISM

CITIES CLIMBING TO THE

SUM

In the organization of international events, all signs point to one

address: Turkey

Lastyear in WB-IMF
conventions and
World Water Forum,
approximately 150
thousand people were
hosted by Liitfi Kirdar

® BYGAMZEGIREN 3 BY CEVAHIR BUG

IX BILLION HUMANS

are coming to Istan-
bul”—this was the slogan for
the second United Nations
Conference on Human
Settlements (Habitat 11).
Istanbul, visited by millions
of people yearly for various

reasons, experienced some-
thing it never had before
with Habitat. During the
summit, it welcomed 18,000
people simultaneously, and
Istanbul’s unexpected poten-
tial emerged. From that date
onward, the world started

rediscovering the lands that
once housed the world’s old-
est civilizations.

It is assumed that the
emergence of meetings as a
mechanism for communica-
tions, administration, and
decision-making is as old

as human history itself. The
dimensions to which the
increases in their numbers
have grown make the meet-
ings and conferences organ-
ized today part of tourism.
Conference tourism is dis-
tinct in that it incorporates
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socioeconomic and political
effects from various segments
like health, honeymoon, and
cultural tourism all at once.
At the turn of the previous
century, in 1901, 20 con-
gresses were held worldwide;
today, the world witnesses
50,000 such events yearly.
The “communication age” we
are undergoing within the
process of globalization can
help to explain this increase.
As more and more things are
produced and discovered, the
need to share them brings
humankind together at con-
gresses and meetings. Taking
a 80 percent slice from

the cake of world tourism,
congress tourism accounts
for a volume of 250 billion
dollars annually. Turkey,
meanwhile, is rapidly moving
on the way to becoming the
brightest candle on this cake.
The number of international
congresses organized in
Turkey increased from 87 to
160 over the past ten years,
and in Istanbul from 29 to
109. The two million visitors
coming to the congresses
and meetings organized last
year raised Turkey’s rank in
the worldwide conference
race by 14 and Istanbul’s
rank by 24 at one fell swoop.

While ongoing
tnvestments are

completed, it is
expected for Turkey’s

congress tourism
income to exceed
3 billion dollars

Istanbul thus rose past such
metropolises like Amsterdam
and Sydney in the league

of congress tourism, taking
sixth place behind Paris and
Madrid. Congress tourism
plays a successful role in pro-
moting a destination to very
significant market segments.
According to Can Goktas,
Sales and Marketing Director
for Ciragan Palace Kempin-
ski, segment differentiation
in congress tourism is a

great advantage for Turkey.
“That Bodrum and Antalya
can offer services in the
leisure category, with Izmir
meanwhile standing out in
business travel, makes Turkey
preferable,” says Goktas.
Having hosted such highly
important events as those

for AGIT, NATO, OECD, the

The Turkish Perspective

Organization of the Islamic
Conference, the Internation-
al Federation of Journalists,
the Eurovision Song Contest,
the World Water Forum, and
the IMF, Istanbul has drawn
the eyes of the international
congress community to

itself. According to Istanbul
Convention and Exhibition
Centre (ICEC) General Man-
ager Pervin Zeydanh Yalazan,
Istanbul will soon rise to the
very top. Stating that they
currently work with 80% of
their capacity as a convention
center filled, Yalazan assesses
the rise of the Anatolian
region in congress tourism
as thus: “Certain congresses
had started touring set places
in the world, and attendees
had grown tired of these
places. Besides its historic
and natural beauties, its
professionalism in events
draws congresses to Turkey.”
ICEC, Turkey’s first conven-
tion center, has so far hosted
the NATO Parliamentary
Summit in 2002, the NATO
Istanbul Summit in 2004,
the 5th World Water Forum
and IMF Meetings in 2009,
and the European Culture
Capital conferences in 2010.
Yalazan indicates that ICEC
expects to welcome 331,000

—
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visitors within the year.
Meanwhile, besides Istanbul,
Turkey is also made advan-
tageous by the fact that its
other choice venues for inter-
national congresses, namely
Antalya and Izmir, possess
qualified, well-equipped
facilities and congress cent-
ers that are available for very
reasonable prices. Antalya,
which earned the privilege

to host the general council
meeting of the International
Congress and Convention
Association (ICCA) in

2014, has already man-

aged to enter the agendas

of the world’s leading travel
agencies. The Association

of Turkish Travel Agencies
(TURSAB) indicates that
Antalya welcomed around
200,000 visitors to meetings
and congresses in 2010, with
close to two million tourists
visiting Turkey as a whole for
such events. What mean-
while leads to nice results, as
Pervin Zeydanh Yalazan says,
is working night and day
cooperatively. The Ministry
of Culture and Tourism, in
drawing the Turkey Tourism

Before the

International Congress

and Convention
Assoctation has its
general assembly in
Antalya in 2014, in
2012 it will welcome
the ordinary congress
organized annually by

the Union of European

Football Associations
(UEFA) in Istanbul

Strategy 2023 and Action
Plan, determined the cities
of Ankara, Antalya, Bursa,
[zmir, Konya, and Mersin as
being important for con-
gresses, and Istanbul, An-
talya, [zmir, and Ankara as
first-degree convention cent-
ers. Event-organizing firms
provide support required

in infrastructural efforts.
Ceylan Piringcioglu, a co-
founder of VIP Tourism, one
of Turkey’s most experienced
companies in the organiza-
tion of congresses, states that
the state and private sector

National Congress
International Congress
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Besides medical congresses
convention centers in
Anatolia also host cultural
and artistic events

work quite harmoniously for
international events. Point-
ing out that transportation
connections, accommodation
capacity, and the destination
are key points in such events,
Piringcioglu says that the ex-
isting potential has emerged,
adding that it is necessary to
think big because it is known
what Turkey, which is now in
the organizational stage, can
handle.

Following the announce-
ments that the United Na-
tions (UN) would establish
a Regional Office for its
Population Fund and a
Private Sector Office in
Istanbul, moving a series
of such offices as the UN
Habitat, UN Women’s, and
UN Food Office came to the
agenda as well, showing that
the world’s pulse will soon
be beating in Istanbul. Elif
Yazoglu, Director of Business
Development for the Hilton
Convention Center Istanbul,
which holds the title for best
business hotel, says, “The
expansion of airports’ capaci-
ties, the increase of congress

and conference center capac-

ity whether through state
enterprises or hotel open-
ings, and the continuation of
investments in Istanbul by
world-renowned and trusted
hotel brands are factors af-
fecting the conference and
congress potential positively.
And we are opening up all
our possibilities to attendees
using the advantage brought
by being in a congress valley.”
Turkey, having long passed
the test with the IMF-WB
Meetings and UN confer-
ences, is preparing for the
challenges ahead. As new
congress centers are being
built in Antalya and Bursa,
construction is ongoing for
two large congress centers in
Kusadas1 and Cappadocia re-
spectively. Turkey’s schedule
is already filled up until 2017.
Before the International
Congress and Convention
Association (ICCA) has its
general assembly in Antalya
in 2014, in 2012 it will wel-
come the ordinary congress
organized annually by the
Union of European Football
Associations (UEFA) in
Istanbul.

The Turkish Perspective 17

ANATOLIAIS READYTO BE CONGRESS
TOURISM HUB

The Ministry of Culture and Tourism plans to

ease Istanbul’s burden with new congress center
investments in the fast flourishing Anatolian cities of
Ankara, Antalya, Mersin, Izmir, Konya and Bursa.
Two new congress centers were recently opened in
Antalya and Bursa, while construction is underway
for two others in Kusadas1 and Cappadocia

e-Travel Congress 2007
JCIWorld Congress 2007
The 6th Model United Nations Conference 2007

ANTALYA

The 3rd the Balkans Mining Congress 2009

iZMiR | The 2nd International Marble and Natural Stones Congress 2010
The 2nd International Turkishh World Congress 2010
The 4th International Knowledge Security and Cryptology Conference 2010
ANKARA | ISBS 2010 International Sustainability Structure Symposium 2010

The 2nd International Conference on Wireless and Mobile Network 2010

| ThegthlInternational Green Energy Conference IGEC VI 2011-06-23
ESKISEHIR | The 2nd Anatolia International Economy Congress 2010
The 4th International Terracota Symposium 2010

Data: www.kongremerkezi.net
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ORGANIC COSMETICS

investors alike

Nature's Bounty:

ORGANIC COSMETICS

Not to imply that the “miswak”—the
traditional wooden toothbrush—is making
a comeback, but organic cosmetics are
gaining value in the eyes of consumers and

5 BY AYSE MERVE KAMACI

NE USER OF A Consumer

complaints forum
writes, “On my first use, the
skin cleansing set I bought
from [brand’| caused more
pimples on my face than ever
before; it caused redness.”
Another person falling victim
to a cosmetics product writes,
“ICBrand’s] foundation chil-
blained my face. A few days
later, my skin started shedding
flakes”

Other than those erring on
the side of caution before even
having such an experience,
users who have had unfortu-
nate occurrences happen to
them are the chief actors of the
growth seen in the certified
organic cosmetics market.
Just as in the rest of the world,

interest in all sorts of organic
products is very high in Turkey
t0o, and the cosmetics sector

is developing with it. Nesrin
Barlas, the founder of Okotek
Ekological Product Markets,
says that when she entered the
organic product business in
Turkey 20 years ago, people
looked at her as if she “was
doing the world’s strangest
work.” However, when we ask
about how consumer interest
in organic products is now, she
mentions how they engage in
sales at a total of 68 locations
in cities like Ankara, Izmir, and
Istanbul in Turkey and also Cy-
prus. She adds that consumer
interest is high in organic
cosmetic products especially
like “Logona,” “Sante,” and

“Aquabio,” which are imported
from Germany and produced
according to the requirements
of the NaTrue Natural and
Organic Cosmetics Certificate,
the first internationally-valid
certificate of its kind. “When I
look back now, I see that T did
the right thing,” says Barlas.
She received commendation
for the success she gained in
the organic market by being
chosen “Female Entrepreneur
of the Year” at the 4th Success-
ful SME Contest held in 2008.
Vildan Mert, Marketing
Manager for Rare Blossom,
the first and only Turkish or-
ganic cosmetic producer with
organic certification from the
venerable European institution
ECOCERT, highlights the fact
that the conscious, informed
consumers of today do not

h

\

rareblossom |

It is estimated that
the annual growth of
the organic cosmetic
market will be around

40-50 percent

Consumer interest in
organic cosmetics is
getting higher

want any artificial chemicals
to touch their skin and thus
prefer organic cosmetic prod-
ucts. The size of the organic
personal care market is around
1 billion euros. Germany is the
market’s strongest country; it is
followed by Ttaly, Switzerland,
and France. According to the
information Mert provides, the
share of certified organic cos-
metics in the general European
cosmetics market is approxi-
mately 2 percent. In Germany,
this rate is at around 6 percent.
Providing such figures for the
organic cosmetics market in
Turkey is not yet possible;
however, according to Mert,
though the figures for Europe
are general, they are enough

to give an idea of the Turkish
market too. And what we see is
not bad at all. “We believe that
the organic market in Turkey
will grow rapidly just as in the
entire world,” says Mert, and
continues, “This is what the
interest and demands of the
consumers show.”

There currently are no certi-
fied organic cosmetic produc-
ers in Turkey other than Rare
Blossom; imported brands
are the only other presence
in the market. One of these is
Florame, a French brand that
has been active in the fields
of aromatherapy and organic
cosmetic products for 20 years.
[t is represented in more than
35 countries and is found on
shelves in more than 1,200
retail locations. Fatma Apaydin
and Fatih Ozgiin, partners in
Alda Foreign Trade, brought
the brand to the Turkish
market in 2010. Apaydin chose
Florame for reasons such as
the fact that all its products are
organically certified and that
all processes from manufactur-
ing to packaging are conducted
in a manner conscious and
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respectful to human health
and the environment. “As
looked at the ingredients in
traditional cosmetics, I had
realized that T shouldn’t use
these products,” says Apaydin,
and adds, “Unfortunately, in
many of them there are very
harmful petrochemical deriva-
tive substances and ingredi-
ents creating significant risks
for human and environmental
health. There is one important
thing we must not forget for
our health: Our skin is the
largest organ in our body and
everything we apply to it en-
ters our body, providing either
benefit or harm. Thus, having
brought organically certified,
approved cosmetic products to
Turkey excites me a lot.”
According to Apaydin,
the annual growth of the
organic cosmetic market will
be around 40-50 percent. She
says, “This could proceed like
this for the next three years.
Afterward, it will continue
growth in the vicinity of 30
percent.” Stating that although
no production happens in
Turkey yet, they are seri-
ously considering moving
production to the country in
the medium and long term,
Apaydin compares Turkey to
a paradise in which there are
many valuable plants that can
be used for cosmetic purposes.
Their aim for the company,
she says, is to send vegetable
oil produced in Turkey to
Florame France and promote
these oils to the entire world.
A country like Turkey,
which receives all four seasons
of the year, is home to many
kinds of plants, and has a
suitable climate, is just what
is needed for entrepreneurs
wishing to enter the field of
organic cosmetic brands.
Moreover, considering the
broadening consumer profile,
importing the products of or-
ganic cosmetic brands known
abroad can be a bright idea for
investors.

ENVIRONMENT

A New Industrial Revolution:

THEGREEN ECONOMY

Turkey will continue to be an ascending
market in the process of transitioning to a

low-carbon economy

w -
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ARBON IS TAKING ITS

place in economics lit-
erature as the “gold of the 21st
century.” The economic value
bestowed upon the particles
of carbon we leave in the air is
aimed at both building a sus-
tainable economy and reduc-
ing pollution. Richard Burrett,
co-founder of Earth Capital
Partners and Leadership
for Sustainability Program
Instructor at the University
of Cambridge, states his view
on the green economy and
low-carbon financing as fol-
lows: “We are talking about
anew, rapidly-spreading
economic order. This will be
the dominant system in the
near future.”

In terms of the transactions

taking place, carbon trading
is not actually much different
from the trade of any kind of
stock. The country or business
buying carbon receives the
right to burn it, while the one
selling the carbon forfeits that
right. There are two kinds of

carbon credits, namely Carbon
Offset Credits (COCs) and
Carbon Reduction Credits
(CRCs). Carbon Offset Credits
encompass the generation of
clean energy, including that
obtained from wind, solar,
hydroelectric, and biological
sources. Carbon Reduction
Credits, on the other hand,
cover afforestation and efforts
to clean up and improve the
oceans, seas, rivers, lakes, and
land.

Turkey is involved in this
process through three national
documents: The First Nation-
al Notice on Climate Change,
the National Climate Change
Strategy Document, and the
Climate Change National
Action Plan. Turkey’s Climate
Change Strategy Document
went into effect on May 3,
2010. Ozgiir Pehlivan, Deputy
Permanent Representative of
Turkey to the United Nations,
says, “In the Strategy Docu-
ment are strategic objectives
relating to energy, transporta-
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tion, industry, waste products,
land utilization, and emissions
control in the agriculture and
forestry sectors. Furthermore,
there are strategies listed
under the headings of accli-
matization to climate change,
technology development

and transferring, financing,
education, increasing capacity,
and corporate infrastructure,
monitoring, and assessment.”
Meanwhile, the final form of
the Climate Change National
Action Plan was shared with
the public in early June.
Comprised of nine main head-
ings, Energy, Buildings, Waste
Management, and Industry
being the most important, the
action plan aims for the reali-
zation of the deep change ex-
pected in the Turkish economy
in the process of transitioning
to alow-carbon economy.

As Turkey didn't set a quan-
titative target for the reduc-
tion of emission in the Kyoto
stage, it doesn't make use of
the flexibility mechanisms
that are within the scope of
the Kyoto protocol. However,
voluntary carbon markets are
another option for Turkey, and
one with very high potential at
that. The daily transaction vol-
ume of Turkey’s voluntary car-
bon market is approximately
81.6 million dollars. Emission
reduction certificates sold be-
low market value allow Turkey
to rise quickly in the voluntary
carbon market. Considering
that the environmental sec-
tions in the negotiation proc-
ess with the European Union
are the sections in which
Turkey is most confident and
successful, it can be seen that
it is no stranger to the idea of
the “low-carbon economy.” It
appears that the trustworthy
investment environment and
the depth to be brought to
the capital markets by the im-
provement in its credit score
will make it easier for Turkey
to finance the green economy
as well.
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Not only does the Investment Support
and Promotion Agency of Turkey
(ISPAT) provide support to global
investors, but it also has a mission to set

an example

w
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N THE COVER of its June

13-19 issue, Bloomberg
Businessweek, a top-selling
business and economics
weekly, featured nine globally
significant ideas to kick-start
the US economy. A small
note stood out: “Turkey’s
one-stop shopping for foreign
investors.” The article itself
featured Turkey extensively,
covering its efforts geared
toward global investors and
stating through the words
of Dow Chemical CEO
Andrew N. Liveris that the
Prime Ministry’s Investment
Support and Promotion
Agency of Turkey (ISPAT) is a
role model for the US.

This is, of course, a very
significant success for ISPAT.
Even road maps geared
toward fixing the US economy
take inspiration from the
agency as a primary source
of guidance. The global
investment rate rose 126% in
the first four months of 2011,
just one of several factors
why ISPAT is regarded as
arole model by the entire
world. As ISPAT paves the
way for attracting new global
investments to Turkey, it also
plays an active role in bringing
already-signed agreements to
fruition. Even for work and
residency permits, licenses,
and location assignment, the

-

invest.g

¢

()

agency is directly involved.
For ISPAT, the month of
April was very productive.
When German materials
and technology group
ThyssenKrupp Metalforming
had the opening ceremony
for its automotive parts and
components investment
on April 14 (previously
announced in March),
ISPAT President M. Ilker
Ayci once again emphasized
that Turkey is a country full
of opportunities for global
investors. “ThyssenKrupp,
after making a decision to
expand its facilities that
started to operate in late
2007, has actually sent a
message to international
investors by attesting once
again that Turkey is a right
location to invest in,” said

Even road maps
geared toward fixing
the US economy take
inspiration from
ISPAT as a primary
source of guidance

State Minister for Foreign
Trade, Zafer Caglayan
attended the groundbreaking
ceremony of the second
facility of ThyssenKrupp

Ay at the opening ceremony,
which was also attended by
State Minister for Foreign
Trade Zafer Caglayan.
ThyssenKrupp Metalforming
Germany CSO Bernhard
Osburg and ThyssenKrupp
Metalforming Turkey General
Manager Ufuk Yarh were also
present. In addition to its
existing facilities in Kocael,
which started production

in 2007, ThyssenKrupp’s
second investment in Turkey
is a EUR 30 million facility
where chassis and body
parts—which are of crucial
importance for the auto
industry—will be produced.
The facility will reach full
capacity production in
January 2013, and it will
manufacture 50,000 million
metric tons annually. With

its 17 active production
facilities and a total of 7,000
employees, the company has
an annual production capacity
of 550,000 metric tons, while
its sales income in 2010 stood
at EUR 1.1 billion. “It gives
hope for the future that such
alarge company that is active
in a total of seven countries
including Germany, the UK,
France, Spain, Poland, and
China as well as Turkey, has
taken a decision to invest in
our country for the second
time,” says Ufuk Yarli, General
Manager of ThyssenKrupp
Metalforming Turkey.

The Investment Support
and Promotion Agency of
Turkey offers much more than
hope alone. As global investors
started to turn Turkey into
one of the busiest investment
venues, ISPAT meanwhile
solidifies its perception as a
role model.

JULY-AUGUST 2011 ISSUES




AGLOBAL PLAYER
INBANDIRMA

Troster Systeme und Komponenten is
aiming to gain influence in Turkey and
the regional market with the partnership
with Turkish company Velutsan

; BY MEHMET ERDOGAN ELGIN

ANDIRMA, LOCATED
strategically by the shores

of the Marmara Sea to the
northern end of Balikesir prov-
ince, has been known as an
important agricultural center
in Turkey for many years.
However, with energy and
industrial investments made
recently, it now is a candidate
to be a center of industry too.
Due especially to its develop-
ing harbor and location at the
intersection of the highways
that tie Turkey’s metropo-
lises together, Bandirma has
become the focus of both local
and international investors.

One of these investors is
Troster Systeme und Kom-
ponenten (TSK), which has

been one of Germany’s largest
steel construction companies
since 1920s. Having entered
the Turkish market last year by
buying 80% of local company
Velutsan, TSK has plants to
turn its production facility in
Bandirma into an important
exports hub in the near term.
The rise in the demand for
steel construction both domes-
tically and in other countries
within the region increases
Velutsan's chances of becoming
aregional brand in the short
and medium term.

Steel usage in the Turk-
ish building sector has been
increasing rapidly in the
past five years, especially
due to the mushrooming

“We have aimed for 60%
exports and 40% domestic
sa*es in our market for the
coming term” says Omer
Uludag

of bridges, airports, sports
facilities, and housing in this
period, affecting the sector
positively. According to figures
from the Turkish Structural
Steel Association (TUCSA),
structural steel demand rose
from 600,000 tons in 2006
to 1.5 million tons by the end
0f' 2010. This increase in the
domestic market stands out as
an important indicator both
for iron and steel producers
and for steel construction
companies seeking to make
new investments. “Demand
for steel construction in the
domestic market increased
in a significant fashion. For
this reason, we are using 80%
of our production capacity
to meet domestic demands,”
says Omer Uludag, Chair-
man of the Board of Velutsan.
He adds, “However, in the
medium and long term, we
plan to focus on exports. We
have aimed for 60% exports
and 40% domestic sales in our
market for the coming term.”
Currently, there are 180
people employed at the
country, which has invested 13
million euros so far. However,
this will not last for long, as the
company’s aim is to increase

The Velutsan-

TSK partnership

will make new
investments that arre
expected to cost more
than 45 million euros
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existing capacity and raise the
number of employees to 400
within a short time. Velutsan
will thus be able to expand to
the export markets it targets
more comfortably. It also
seems that Turkey’s environ-
ment will be of great help for
Velutsan’s expansion to the
exports market—the Middle
East, Russia, and Central Asia
market, where steel construc-
tion demand is shooting up,
are among Turkey’s rapidly
developing potential markets.
It is especially a great opportu-
nity for the Turkish construc-
tion sector, particularly steel
construction producers,

that the 2018 World Soccer
Championships will be held
in Russia and that the 2022
World Championships will be
held in Qatar. TUCSA Board
Chairman Yener Giines says, “1
million tons of structural steel
was processed in 2010; this
figure will go up to 5 million
in 2023, adding, “Looking at
Turkey’s production capacity; it
can rise to the task of meeting
its regions need.”

The Velutsan-TSK partner-
ship is not limited solely to steel
construction. Turkey’ status as
an important automotive ex-
porter provides for the company
to make new investments in
this field. The total cost of the
investment, on which infra-
structural work has begun now,
is expected to weigh in at 45
million euros. Approximately
600 people are planned to be
employed at a factory that will
produce spare automotive parts.

Turkey became an important
investment center for interna-
tional investors within a short
time. Global-scale company
TSK is one of the investors that
have stood out lately. Plan-
ning to gain influence both
in Turkey and in the regional
market with its Turkish partner
Velutsan, the company is
neither the first of the global
players investing in Turkey, nor
will it be the last.
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AUTOMOTIVE COMPONENTS

THE GREAT POWER BEHIND
AUTOMOTIVE

The 5.4 billion dollars’ worth of exports recorded by the
automotive parts and components industry provides important

hints on the potential of the sector as well...

w 7o . M
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ATELY, THE SECTOR

L surest of itself in its wait
for the export figures released
monthly by the Turkish
Exporters Assembly (TTM)
must be the automotive
sector. Having grown by 56%
in just the first five months
of the year, the sector plans
to close 2011 at above 18
billion dollars. This growth
trend is not a new occur-
rence. According to TTM
data, total exports for 2010
were 113 million dollars,
while transport vehicles
and automotive parts and
components industry exports
increased by 15.6% over
2009, rising to 17.8 billion
dollars. The transport vehicle
andparts and components
industry has ranked first in
exports among all sectors
since 2006, and its share in
Turkey’s exports is over 15%.
While 557,126 cars and light
commercial vehicles were
sold in 2009, 760,913 were
sold in 2010, an increase that
bolsters the sector’s strength.

The sector maintains
the same momentum in
manufacturing as well. The
“Automotive Industry 2010
Evaluation Report” created
by the Automotive Indust-
rialists’ Association states
that automobile production
increased by 18% in 2010
to the level of 603,000
units. One can also see the
same momentum in all its
subfields except for buses. In

connection with exports and
the rise in domestic demand,
in 2010, the production of
small trucks increased by
306%, large trucks by 176%,
minibuses by 44%, pickup
trucks by 84, and midibuses
by only 1%. While there was a
drop of 11% in bus produc-
tion, tractor production rose
to 80,425 units, a significant
increase of 105%. The capa-
city utilization rate, which
was around 42% in 2009
due to reduced manufactu-
ring in global crisis conditi-
ons, rose to 72% in 2010 in
connection with the increase
in production. However, on
mention of the automotive
sector, one mustn’t think of
manufactured, ready-to-use

One third of the total
automotive exports
are comprised of the
subsidiary industry’s

direct exports

vehicles alone; the sector
covers a very broad area.
The Undersecretariat of the
Prime Ministry for Fore-

ign Trade’s report on the
sector states that the Turkish
automotive industry can be
studied as the main industry
and components industry,
and it lists the subfields of
the main industry as cars,
buses, minibuses, midibuses,
trucks, pickup trucks, and
tractors. The chief subfields
of the automotive parts and
components industry are lis-
ted as inner tubes and tires,
batteries, engine parts and
components, rim and wheel
parts, and car body parts.
The parts and components
industry plays a dual role in
increasing both the sector’s
manufacturing output and
its exports.

In data from the Uludag
and Central Anatolia Expor-
ters’ Unions, figures on total
subsidiary industry exports
stand out too. The parts
and components industry’s
exports were 4.9 billion dol-
lars in 2009; in 2010, they
rose to 5.8 billion dollars.
Specifically, in 2010, parts
and components exports
were 4.3 billion dollars,
inner tube and tire exporters
958 million, battery exports
87 million, and safety glass
exports were 50 million
dollars. Assan Hanil General
Manager Okan Gedik says
that faces in automotive,

the driving force of Turkey’s
exports, are smiling. Gedik
points out that the most
exports in the sector in 2010
was from the car-type vehic-
les group and says,’6.2 billion
dollars of exports” have been
recorded in this group. The
second largest subfield in ex-
ports, with a 34% share and a
9% Increase, is the automo-
tive parts and components
industry group; 5.4 billion
dollars of exports have been
recorded in this group.”

The parts and components
industry sector can be more
competitive by using innova-
tive approaches. Association
of Automotive Parts and
Components Manufactu-
rers (TAYSAD) President
Celal Kaya, who spoke at
the meeting at which the
“Automotive Sector Strategy
Document and Action Plan”
was announced, indicates
that in terms of competi-
tive power, the automotive
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industry has gained broader
incentive possibilities for
products requiring high
technology to be designed in
Turkey thanks to new R&D
legislation. According to data
from the Uludag and Central
Anatolia Exporters’ Unions,
in 2010, exports increased by
9% over 2009 to reach 15.9
billion dollars. The export of

transport vehicles and parts
and components industries
also increased by 9%. In the
Automotive Industrialists
Association(OSD) report, it
is emphasized that the goals
of bringing motor transport
vehicle production up to 2
million units and exporting
1.5 million units are being
maintained within the fra-

Auto exports in 2010 rose by 9%
over 2009 to the level of 15.9 billion
dollars. Transport vehicle and
components industry exports also
increased by 9%
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mework of the developments
in R&D activity. It also
states that R&D initiatives
by companies in the supply
chain gained significant mo-
mentum in 2009 and 2010
in spite of the global crisis.
According to the report, of
the 87 R&D centers establis-
hed within the scope of the
R&D Law numbered 5746,
16 are suppliers manufactu-
ring parts and components,
and 11 are companies ma-
nufacturing motor vehicles,
totaling 87 for the sector.
The number of employees
working at R&D centers has
risen to 4,000.

SUPSAN General Ma-
nager Salih Alson says that
the studies conducted show
that the Turkish automotive
subsidiary industry is tech-
nologically quite developed.
According to Alson, original
equipment manufacturers
are today at a level at which
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they can meet any need, and
that the sector’s continually
rising export capacity must
not be overlooked.

R&D centers contribute to
employment; however, the
sector moves along directly or
indirectly with many branches
of the business besides R&D.
Assan Hanil General Manager
Okan Gedik says that there
are 17 companies active in the
main automotive sector in
Turkey, and around 1,100 in
the components industry. He
says, “Of course, we can say
that parts and components
industry companies have had
perhaps the most important
share in the development of
automotive manufacturers. |
can say that automotive parts

Primary and
subsidiary automotive

industries contribute
to the employment of
over 500 thousand

people

and components industry
companies have even left
many European component
companies behind. Today,
however you look at it, emp-
loyment for over 500,000
people is provided thanks

to the primary and subsidi-
ary automotive industries.”
All this data highlights the
continually rising importan-
ce of components industry
companies in the quickly glo-
balizing automotive sector. Its
constantly increasing exports,
technical and commercial
ability, experience, and accu-
mulation of knowledge, and
the fact that its know-how has
reached a significant level are
just a few of the strong sides
of the automotive subsidiary

industry. Farplas CEO Omer
Burhanoglu also points out
the sector’s advantages, sum-
marizing them as thus: “Our
country’s 60-year automotive
culture; young, educated,

and motivated workforce;
awareness of quality; geog-
raphic position; and potential
domestic market are the most
important of these.” All these
pluses are elements that will
trigger the sector’s develop-
ment... If a strong supply
chain is ensured and if the
automotive industry—parti-
cularly its subsidiary indust-
ries—are kept strong and
sustainable, then the industry
will gain more power in the
global competition without
breaking a sweat.

s
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CELALKAYA
TAYSAD President

TAYSAD President Celal
Kaya, who spoke at the
meeting for the “Turkey
Automotive Sector
Strategy Document and
Action Plan,” said that

in the near future, it will
be possible for “Turkish
automotive industry
companies to grow their
R&D departments even
more, be directly involved
with designed processes by
using advanced technology
means, and as a result
offer highly competitive
products to the world
markets,” adding, “Our
automotive components
industry is also making
significant progress in
this context.” Kaya states
that the general purpose
of the Automotive Sector
Strategy Document is to
increase the automotive
sector’s sustainable global
competitive ability.

OKAN GEDIK

Assan Hanil General Manager

“Especially with the
investments made in
recent years, Turkish
automotive has come

to first place in bus
production in Europe,
second in light commercial
vehicle production,
seventh in heavy truck
production, and ninth in
automobile production.
Today, there are 17
companies active in the
main automotive sector
in Turkey and around
1,100 in the subsidiary
industry. Of course, we
can say that components
industry companies

have had perhaps the
most important share

in the development

of automotive
manufacturers, because to
suit the technology of our
day, components industry
firms have signed off on
large investments in recent
years, especially in the
2000s.”

<k

SALIH ALSON
SUPSAN General Manager N

“From when factories
were started to be built
in Turkey since the
1970s up until today,
the sector has achieved
great success as a whole.
Today, Turkey is among
the handful of countries
known as Europe’s
manufacturing bases in
the automotive sector.
With strong players

who have more than 30
years of experience, our
automotive components
industry has reached
alevel at which it can
supply at least 80% of
the parts required for
vehicles. Not only limited
to Turkey, the sector has
come to the position in
which it can meet the
parts needs of vehicles
produced abroad as well.”

BOKSEL PAKER
Inci Akii CEO

“It is possible to say that
the development of the
components industry

in exports has not fallen
behind that of the main
sector. The development
exhibited by our sector’s
automotive components
industry particularly

in the past ten years in
parallel with the growth
of auto producers
proves that, if what is
needed is done in the
future as well, the sector
will continue to be the
driving force behind our
country’s industry and
exports. Furthermore, the
omponentsy industry’s
exports are not only tied
to domestic auto exports
either. Tt is striving

to become an active
player in international
markets on its own, and
it is covering significant
distances in this area.”

o
GOKHAN TUNGDBKEN

Bosch Sales Director

The Turkish automotive
sector, which began
exports in the 1990s,
became a manufacturing
center in the year

1996. Research and
development activities
gained speed in the year
2005, and the automotive
sector is expected to be

a “center of perfection”

in the year 2015. Turkey
ranks seventh in vehicle
production in Europe as
awhole. The automotive
components industry is
progressing parallel to
the automotive sector.
Automotive components
industry suppliers
possessing world-class,
high-quality production
capacities contribute

to Turkey becoming a
“center of perfection in
the automotive industry.”
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THERE'S NO GLOBALIZATION
PROBLEM

Omer Burhanoglu, CEO and Member of the Board of Farplas
assessed the state of the automotive parts and components
industry for The Turkish Perspective

w
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How do you assess the point
reached from the pastup
until today by the Turkish
automotive parts and com-
ponents industry?

The Turkish automotive parts
and components industry
has gained experience with its
60-year past, was shaped with
the competitive conditions
brought by the Customs
Union after 1996, disciplined
with the pressure for quality,
renewed with an entreprene-
urial spirit, and has become
ready for the competition.
Because of this, the Turkish
parts and components in-
dustry is in a state sought after
by Europe and pointed to as a
benchmark. And in any case,
the work and quality figures
support this.

What are the pluses and
minuses of your sector?
There are a large number of
foreign-funded investments
in Turkey by the sector’s major
players either directly or in
partnership. This is a step that
companies take in the name
of globalization; they have no
problems in the sense of glo-
balization anyway. However,
the situation is not so for our
local parts and components
industry, which has attained a
decent level in the competiti-
on. For globalization, besides
the characteristics we listed
above, one must add design
ability. It must form its own
know-how.

All of these will not be enough
either, as in global projects,
the main industry must be
able to engage in production
in other countries as it wishes
as well. R&D incentives have
served this mission very well.
International investment
incentives should be thought
of after this too so that the Tur-
kish automotive components
industry can invest abroad,
buy companies from abroad,
and establish partnerships.

In addition to the deficien-
cies we stated above, the sector
also has many significant
advantages. Our country’s
60-year automotive culture;
young, educated, and motiva-
ted workforce; awareness of
quality; geographic position;
and potential domestic market
are the most important.

Inrecentyears, exports have
started showing increases as
significant as those by the au-

tomotive sector. Considered
in this regard, on the matter
of exports, at what stage is
the automotive compponents
industry? Can you share your
assessments on its pluses,
minuses, volume in recent
years, and rise?

Our automotive sector, which
is Turkey’s exports champion,
is a sector based in the range of
70-80% on exports. There is
no difficulty here; one third of
total exports are comprised of
the components industry’s di-
rect exports, and this is a very
good figure. The true problem,
or the subject one must pay
attention to, is that imports

in this sector are increasing

all the time. The sector, which
currently posts a surplus in
foreign trade, could go into the
red if imports increase at this
speed.

Can you talk about your
sector’s contributions in the
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sense of exports, employ-
ment, and value added?
With an exports value of over
7 billion dollars, the Tur-

kish automotive subsidiary
industry accounts for 6.5% of
Turkey’s total exports all on its
own. The number of people
employed directly is over
200,000. If we add indirect
employment to this figure,

it exceeds 350,000 people.
The automotive sector in our
country, which posts a foreign
trade deficit of approximately
70 billion dollars, provides a
foreign trade surplus of 400
million dollars cumulatively.

‘What are the activities you
engage in as the Farplas
Companies Group? How was
your performance for the
year 2010 (in terms of reve-
nue, number of employees,
exports figures) and how can
you summarize your goals
for 20117

Our company takes responsi-
bility from the design stage to
post-sales support in interior
or exterior trim, plastic parts,
and lighting units for over 20
vehicle manufacturers (OEM)
active in and out of our co-
untry, providing services and
product procurement.

The Farplas Companies
Group, at which 1,300 people
are employed, closed the year
2010 with 60 million eu-
ros—10% above of its targets.
Approximately 10% of this
revenue comes from direct
exports; however, the share of
indirect exports made through
the main industry cannot be
calculated exactly. A large part
of our manufacturing input is
procured from sources abroad,;
our imports in 2010 grossed
around 20 million euros.

In the sense of production,
the year 2011 is at 2010 levels;
but administratively, efforts for
new projects that will start in
2011 constitute a large part of
the work.
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ENERGY

RENEWABLE OPPORTUNITIES

Turkey draws attention for its high potential in terms of
renewable energy sources

5 MEHMET ERDOBAN ELGIN

‘N TEWAITEDAVERY long
time for the Renewable
Energy Law to come out. The
law has finally come out, and
it will be quite a significant
development for the use of
renewable energy sources.
With the law, there will be
significant developments not
only for the energy sector, but
also within Turkish industry;’
says Ali Bayramoglu, member
of the Energy, Industry, and
Commerce Commission of the
Turkish Grand National As-
sembly (TGNA). The Renew-
able Energy Law, which waited
in parliament for around five
years and was ratified by the
TGNAS General Assembly
in the final days of 2010, is
expected to make Turkey an

important market for the
renewable energy sector. The
law, which stalled in the TGNA
for months, resolves many
ambiguities within the sector.
Thus, a new page in energy

is being opened for Turkey,
which currently is depend-
ent mostly on energy sources
from abroad. It appears that
the renewable energy market,
alively sector especially in the
past five years for both local
and domestic companies, will
become even livelier down the
road thanks to this law.

Over 70% of Turkey’s
electrical production comes
from imported resources,
natural gas and imported coal
most of all. Therefore, being
able to use resources found

Thanks to the new
legislation and
arrangements enacted
for the sector to
develop, Turkey is
becoming a hot market
for energy companies

It is aimed that 30%
of the electricity to be
generated in Turkey
in 2023 will be from
renewable resources

locally for electricity genera-
tion carries great significance.
Turkey’s yearly capacity for
electrical energy generation
is, as of 2010, approximately
40 gigawatts (GW). Officials
from Turkey’s Ministry of
Energy and Natural Resources
(ETKB) estimate that Turkey’s
demand for electrical energy
in 2020 will be approximately
80 GW, double the current
capacity. Therefore, on aver-
age, three or four 1 GW power
plants must be built each year,
requiring an annual invest-
ment of 3—4 billion TL.
Leading factors affecting
the future of energy in Turkey
include both the realization of
the above investments as well
as the question of which re-
sources will provide the energy
in question. In the strategic
plan it prepared for the years
2010-2014, the ETKB hints
at the investments that are to
be made. According to this
plan, it is aimed that 30% of
the electricity to be generated
in Turkey in 2023 will be from
renewable resources. This aim
is quite lofty, as Kandeh Yum-
kella, President of the United
Nations Industrial Develop-
ment Organization (UNTDO),
recently announced that
they aim for a 80% ratio of
renewable energy use by 2030
globally. That Turkey plans
to reach this target early is
striking. Of course, for this, the
existing potential must im-
mediately be transformed into
energy. Among the ETKB's
strategic targets, increasing
the production capacity of re-
newable resources is a priority.
The most striking renewable
resource in this regard is wind.
Interest in electricity gen-
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eration from wind energy has
intensified especially over the
past two years. The installed
capacity of wind farms, 169
MW in 2007, reached 469
MW as of the end of 2008.
That this figure has gone up to
around 1.3 GW by the end of
2010 is quite striking. How-
ever, considering that the total
installed capacity in Turkey is
around 43 GW, it is clear that
there still are many opportuni-
ties awaiting investors in the
generation of electricity from
wind power. Also according to
ETKB figures, it is estimated
that there will be 10 GW of
installed wind farm capacity in
Turkey by 2015.

Norwegian Statkraft is
one of the biggest renewable
energy investors of Europe.
The company’s total power
capacity is 16,000 MW; most
of it is from renewable energy
sources. Statkraft, which en-
tered into the Turkish market
with one hydroelectricity plant
project in the first place, is
quite hopeful about Turkey’s
renewable energy potential.
“Turkey is great to invest in for
big-scaled renewable energy
companies like us because
Turkey has big potential in
both hydroelectricity and
wind plants. Therefore, we
are investing 1.2 billion USD
in the first place to establish
hydroelectricity plants in three
cities in Turkey;” says Mr. Stei-
nar Bjornbet, Statkraft Turkey
General Manager.

Solar power, another source
of renewable energy, stands
out for its great potential in
Turkey. With 2,640 hours of
insolation annually, Turkey is
second in terms of solar power
generation potential among
European countries. Studies
conducted by the Electrical
Power Resources Survey and
Development Administration
(EIE) show that 4,600 square
kilometers of land in Turkey
suited for solar power plants.
Furthermore, with a law that

came out in 2005, licensing
requirements for independent
generators of electricity under
500 kWh were abolished,
giving manufacturing facilities
and dwellings the chance to
produce their own electricity.
Additionally, the same law
allows for the sale of surplus
energy to the city grid, making
independent energy generation
and Turkey attractive markets
for companies producing solar
power technologies.

Due to initial setup costs, so-
lar power technologies are not
yet in widespread use. How-
ever, as rapid development in
solar technology reduces initial
investment costs on one hand,
it also creates new, different us-
age areas on the other. Mehmet
Ozer, Chairman of the Board
of Tungmatik, a company that
works on solar power technol-
ogies, says, “Developing rapidly
each passing day, solar power
technology will bring the cost
of this energy source head to
head with current electricity
prices within five years. Thus,
solar power will start to take a
share in electricity generation.”
This shows that Turkey will
become a significant hub for
solar investors in the medium
term.

Financing is the most
important issue faced by
companies seeking to invest
in renewable energy. De-
velopments in Turkey over
the past five years show that
the country’s market offers

The Turkish Perspective

significant advantages in this
regard. Since 2005, a total of
3.5 million dollars of credit
and financing was provided
primarily by the World Bank
and local banks. The size of
this credit, provided despite
the lack of any purchasing
=" e Ege™¢ | cuarantees or incentive prices,

“&“ﬁ‘%‘x‘g{?ﬁ“‘“ B SRRREE] | is striking. With the incen-
ﬂﬂiﬂﬂ‘m““,‘%‘,}: tives coming into effect, the
; amount of credit is expected to
increase in the short term,” says
Mehmet Ozer.

Following the publication of

With 2,640 hours of the “National Climate Change
insolation annually, Strategy Document” in 2010,
Turkey is second in it is being aimed for the energy

sector to drop its emissions
by 7% in the medium and
long term. Renewable energy
sources will play a large part in
the accomplishment of these
goals. Naturally, renewable
energy will create great op-
portunities for many investors
during this process. With its
high potential and the new
legislation pertaining to the
sector, Turkey seems ready to
welcome the many investors
waiting to enter the market.

terms of solar power
generation potential
among European
countries
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AVIATION

TGS Has an
Eye Abroad

Soon to complete its infrastructure
investments, TGS plans to improve the
quality of'its service and expand to global

markets in 2012

w -
0 BY TOLGAHAN GZKAN ~ <Cy BY SEREF YILMAZ

HE GLOBAL ECONOMIC

crisis wreaked havoc in
world exchanges and money
markets, and it had slowly
started to inflict its effect on
the real economy too. When
entering the final quarter of
2008, aviation topped the list
of sectors most affected by the
crisis. Giant airline companies
had put their cost-cutting
measures into practice, first
seeking aid to this end from
the companies providing
them with ground services.

They wanted a discount,

and they usually got what
they wanted. Bayram Ozcelik,
General Manager of Turkish
Ground Services (TGS), the
joint venture of Turkish Air-
lines and Havag, was then a
sales manager in Turkish Air-
lines’ Germany division and
headed the team that asked
for a discount from German
ground services company
Fraport on behalf of Turkish
Airlines. “The global crisis had
directed all airline companies
toward thriftiness. As Turk-
ish Airlines’ sales manager,
I asked for a big discount
from Fraport, from which we
received ground services in
Germany. Did they? They did,
thankfully;” he says, laughing,
as he answers our questions in
TGS’s offices in Istanbul.

When [ ask him whether he
ever thought he would come
to the helm of a ground serv-
ices company, thus sitting on
the other side of the bargain-
ing table, he replies, “I never
thought so, but it happened.

I am very happy about this,
because I know both sides of
the business.”

Tt looks like Ozgelik’s time
working within Turkish
Airlines and in Germany has
reflected upon TGS’s growth
targets too—although it be-
gan its activities only 1.5 years
ago, TGS aims both to raise
the number of airports in
Turkey at which they provide
service to eight and to expand
to foreign markets in 2012.
“We will start providing serv-
ice at Bodrum and Dalaman
airports as of 2012. We plan
to expand abroad too. Our
first target is Germany. We
are reviewing investment pos-
sibilities in this country;” and
adds, “T know the Germany
market closely. Furthermore,
our partner Turkish Airlines
flies to numerous destinations
in Germany. This market
is quite ideal for starting to
expand abroad.”

Turkish Ground Services
Inc. took its place within the
ground services sector on
January 1, 2010. Established

jointly by Turkish Airlines
and Havas, TGS is currently
engaged in activities at a

total of six airports in Turkey,
namely Istanbul Ataturk, An-
kara Esenboga, Izmir Adnan
Menderes, Antalya, Adana,
and Istanbul Sabiha Gokgen
Airports. Having provided
services for approximately

“I know the Germany
market closely.
Furthermore, our
partner Turkish
Atrlines flies

to numerous
destinations in
Germany. This market

s guite ideal for
starting to expand
abroad”

290,000 takeoffs and land-
ings (frequency) in its first
year of activity, the company
aims to increase its frequency
to 840,000 this year.

Growth at a time when oil
prices are high and airline
companies are concentrating
on belt-tightening policies is
not so easy from the perspec-
tive of a ground services
company; such companies
are connected to the airlines
directly. The growth of the
sector and increases in the
number of flights and planes
provides for the growth of
ground services companies as
well; but in times of stagna-
tion, they can come to face
discount pressure from the
airlines. However, for TGS
to have a large and quickly
growing partner like Turkish
Airlines is a serious advantage.
Meanwhile, with an invest-
ment of approximately 80
million liras, it has largely
completed its ground services
operations infrastructure.
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TGS plans to continue invest-
ing in infrastructure this year
with 25 million dollars, and
to focus on quality from 2012
onward.

Turkish Airlines” pur-
chasing new— and some of
them wide-bodied— aircraft
for its fleet and increasing
its number of flight desti-
nations could also support
TGS’s growth performance.
Standard Unlii Securities
Analyst Selin Oner, writing in
one of her analyses, states that
Turkish Airlines is a company
that balances supply and de-
mand better than and grows
faster compared to airlines in
Europe, and says, “Tts growth
potential is more than that of
its rivals.”

Turkish Airlines is not
TGS’s only customer, of
course. Making a quick entry
into the market, the com-
pany increased its number
of customers to 30 within
around 13 years. Closing the
books on 2010 by coming to

For TGS to have alarge and
quickly growing partner like
Turkish Airlines 1s a serious
advantage

an agreement with Anadolu-
Jet, the company started
2011 with an agreement
with SKY Airlines. Having
carried 11 million passengers
on international flights since
2001, SKY Airlines aims to
carry 1 million domestically
in 2011. With this agreement,
TGS started providing ground
services to SKY at Istanbul
Sabiha Gokeen Airport. If
things go as Ozcelik plans,
TGS may start gaining new
customers in Germany too
as of next year. The company,
currently employing around
6,000 people, may need new
personnel.

The decreased profitability
of global airline companies
due to high oil prices creates a

290

340

6000

THOUSAND THOUSAND
The frequency of The frequency The number of
flights (takeofts TGS aims to reach TGS employees
and landings) that in 2011
TGS provided
services to in 2010
Data: TGS
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and airline companies grow,
this will directly reflect upon

our performance”
says Bayram Ozgelik
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risk for ground services com-
panies too, of course. Never-
theless, in the long term, the
sector promises a great future.
Furthermore, productivity is
quickly taking center stage in
the sector. Having established
its infrastructure newly and
having focused on productiv-
ity from the very start due to
entering operations at a time
when the effects of the global
crisis continued, TGS has
plenty of advantages.

On the other hand, tough-
ening of the competition in
the ground services area is not
so easy, as the fluctuating tar-
iff system determines the lim-
its of competition and forces
players in the market to move
very carefully. “We formed our
crew in Istanbul according to
the busiest times. The time
from 06:00 to 09:00 in the
morning is the busiest period;
we work at our full capacity
within this period anyway. It
may not be so profitable for us
to take new customers for this
period,” says Ozcelik. “Filling
up other times could be much
smarter and much more
profitable. The situation is the
same for our rivals too.”

TGS’s newly begun
adventure may continue for
years with the driving force
of Turkish Airlines. Perhaps
the company can become
a global player like its big
brother, Turkish Airlines—
going beyond borders and
expanding to global markets
is a situation often seen in
the ground services sector
too. “There are big global
players in Asia, the USA, and
Europe. Swissport and Frap-
ort are just two examples of
the big players. We have such
a potential too,” says Ozcelik,
and concludes: “If the airline
sector grows, if airline com-
panies grow, this will directly
reflect upon our performance
too. We have rapidly growing
partners. We will follow in
their path.”
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AGRICULTURE

ON THE EVE OF GLOBAL
COMPETITION

Considering its fertile lands, technological accumulation,
strong human resources, and geographical position, it shouldn’t
come as a surprise that Turkey is playing for leadership in the
canned and fresh vegetable and fruit market

w i M
[ BY CIHAN DAG

HE WORLD IS seeking According to data from
for a solution to its food the Food and Agriculture
issues. The effects of global Organization of the United
warming being felt, the pol- Nations (FAO), approxi-
lution and disappearance of mately 12% of Turkey’s total
agricultural areas, increasing agricultural lands are used as
poverty, wars, and the consid- | garden planting areas. The
erable increase in the world production of fresh fruits and
population are signs that the vegetables in the country, on
solution will not come easily. the other hand, has exceeded
Therefore, it is critical for 45 million tons annually.
countries to be self-sufficient According to Undersecre-
in terms of agricultural prod- | tariat of the Prime Ministry
ucts or even produce asurplus | for Foreign Trade Export -
of them. Turkey is one of the Promotion Center of Turkey domaby overnmen
countries that are agricultural- | (IGEME) data, 7.1% of global recoenitionof Turkish
ly self=sufficient. Tt has surplus | tomato production, 4.4% of m
production in many product cucumber production, and
categories, including fresh 2.6% of onion production
fruits and vegetables. takes place in Turkey. FAO

Ranking a.mon% theleading
countries in fresh fruit and
vegetable exports, Turkey is
also a competitive country in
canned fruit and vegetable
exports

data shows that Turkey’s share
in world vegetable production
is 3%; a similar picture ap-
pears for fruit production.
According to IGEME data,
over 45 million tons of fresh
fruits and vegetables was
produced in Turkey in 2010,
5% of which was exported. The
most-preferred fresh fruits for
exports were lemons, grapes,
and citrus products. The Rus-
sian Federation is the most im-
portant country for Turkey in
this regard, taking 36% of the
latter’s 2.1-billion-dollar fresh
fruit and vegetable exports.
Russia is followed by Germany
with 9.2% and Ukraine with
8.3%. With Turkey’s expansion
to the countries in its neigh-
boring region, the Iraqi and
[ranian markets, just as is the
case for many other sectors,
stand out in fresh fruit and veg-
etable exports too. It is possible
to see increases in the vicinity of
300% over the past few years in
the sector’s exports to Iran and
Iraq. Mustafa Ttirkmenoglu,
President of the Aegean Fresh
Vegetable and Fruit Export-
ers’ Union says that they value
the Russian market too, and
that they have begun promo-
tion efforts in Ukraine and
Russia under the umbrella of
the Citrus Promotion Group.
Tiirkmenoglu says, “Our aim

is to be the main supplier in
Russia. Therefore, we are trying
to boost Turkey’s image with
products bearing the Made in
Turkey’ logo.”

Turkey is undergoing a
transition process in agri-
culture as well. Particularly
in greenhouse cultivation,
traditional methods are being
replaced by modern, advanced
technologies. ITnvestments in
modern greenhouses have
picked up significant speed in
recent years. Production and
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export capacity in the sector is
expected to rise in parallel with
this acceleration. With approx-
imately 500 million square
meters of greenhouse space,
Turkey ranks third in the
world. Hydroponic agriculture
is also gaining a stronger pres-
ence in the greenhouse-rich
country. Hydroponic cultiva-
tion is currently practiced in

6 million square meters of in-
door greenhouse space. Sector
representatives believe that an
exports boom will occur in the
sector as hydroponic growing
areas become widespread and
that fresh fruit and vegetable
exports could reach 15 billion
dollars within ten years.

The fruit and vegetable
canning industry is concen-
trated around the Aegean and
Marmara Regions, where raw
material production is high.
Other factors for producing
firms to concentrate their
capacity in the Aegean and
Marmara Regions include
high consumption in these re-
gions, geographical proximity,
and a wide range of options for
transport and logistics. These
advantages draw the interest
of foreign investors too. From
the USA to the Netherlands,
Japan, and Morocco, there are
companies from numerous
countries active in the sector.

Ranking among the world’s
leading countries in fresh fruit
and vegetable exports, Turkey
is also a competitive country
in canned fruit and vegetable
exports. A study conducted
by IGEME shows that global
canned fruit and vegetable
exports exceeded 26 billion
dollars in 2008. China, Ttaly,
Spain, and the USA lead the
pack in exports, while Turkey
ranks eighth.

Roughly 5% of the approxi-
mately 45 million tons of fresh
fruit and vegetable production
in Turkey is canned, most often
peas, beans, okra, and mixed
vegetables. According to the
Undersecretariat for Foreign
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Trade’s data, close to 540,000
tons of products were exported
in 2009, bringing over 1 billion
dollars in income.

Half of the sector’s exports
were to five countries. Germa-
ny leads this group with a large
margin; in 2009, 250 million
dollars” worth of product was

TOTAL FRUIT AND VEGETABLES EXPORTS
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exported to the country. The
Netherlands follows Germany
with 76 million dollars’ worth
and is in turn followed by Iraq
with 74.5 million dollars’ and
the UK with 61 million dollars’
worth. As in the exports of
fresh fruit and vegetables, ex-
ports to Middle Eastern coun-

936 MILLION DOLLARS

A
1032

MARKET
DIVERSITY
INCREASES

The fundamental principle

in the export of produce is to
increase product and market
diversity. With this strategy
export marketsincease in
volume and become more
diverse every year
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tries are on the rise in this field
too. Riza Seyyar, The President
of the Fruit and Vegetable
Products Exporters’ Union,
says, “Thanks to the work done
by the government, recognition
of Turkish products among
Middle Eastern countries
has increased.” Emphasizing
that such factors as the lifting
of visas and warm relations
between governments have also
increased demand, Seyyar says,
“Both the government and
exporters are rediscovering the
old Ottoman landscape. We are
building successtul and good
relations in this territory.”

Meanwhile, Orhan
Gencoglu, President of the
Uludag Fruit and Vegetable
Products Exporters’ Union
and Chairman of the Board of
Penguen Gida, highlights the
role of Tlrk Eximbank (the
Export Credit Bank of Turkey)
in this increase and says, “Ttrk
Eximbank giving financial
support for increasing Turkey’s
share in the Middle Eastern
market made our country’s
share in exports increase.” Ac-
cording to Geng¢oglu, who as-
serts that the sector will enter
a great period of growth with
incentives, financing, and the
pursuit of more active policies
in marketing, growing by 50%
in 2012 is a cinch.

In an environment in which
there is global competition
in exports, Turkey is at-
tempting to stand out within
this competition through
long-term planning. Sectors
players continue to search for
new markets and are trying
to strengthen their positions
in their existing markets too.
The reflections of these actions
are already visible—the sector
increased its exports tenfold
within ten years to 2.2 billion
dollars. Tts aim for 2012 is 2.5
billion dollars. A similar pic-
ture appears for canned fruit
and vegetable production; the
sector had 1.1 billion dollars’
worth of exports in 2010.
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The World’s Most Natural Tea

SNOW-DUSTED TEA

The only tea receiving snowfall grows in Turkey, a factor that
makes Turkish tea—which requires no fumigation during its

production—unique

§BY AYSEGUL SAKARYA &3 ARIF ASCI

HE WORLD’S MOST The

world’s most natural teas
grow on the steep cliffs sur-
rounded by vivid green mo-
untains in the unique natural
environment of the Black Sea
Region. Thousands of families
living in the houses scattered
between the mountains earn
their livelihood through tea.
Sipping the most tea per ca-
pita at a level of 3 kg per year,
Turkey is truly a country of tea
in terms of both production
and consumption. Turkey is

the fifth largest producer of
tea in the world, with a market
sized at around 1.5 billion TL.
Tea cultivation in Turkey
is conducted in the Eastern
Black Sea Region over an area
totaling 758 square kilome-
ters, including the provinces
of Artvin, Rize, Trabzon, and
Giresun. Using approximate
figures, around 1,305,000
thousand tons of fresh tea
was produced in the Eastern
Black Sea Region in 2010, of
which the General Directorate

At 3 kg per year, per
capita consumption
of tea in Turkey is the

highest worldwide

Tea cultivation in Turkey
is conducted in the Eastern
Black Sea Region over an
area totaling 758 square
kilometers

for Tea Enterprises (Caykur)
processed a 600,000-ton por-
tion and the private sector a
705,000-ton portion. Around
235,000 tons of dried tea was
produced in 2010. The expec-
ted harvest for 2011 is 1.1 mil-
lion tons, a drop in production
of around 200,000 tons.
Turkey is in a significant
transition process in the
field of tea, which provides a
livelihood for 200,000 people
in the Black Sea Region and is
one of the products carrying
strategic importance. Tea, a
long-living plant, survives for
a few centuries in the wild. Tt
is generally accepted that tea
plants grown under observati-
on live to around one hundred
years. The tea gardens first
planted in Turkey in 1938,
grown from seeds and sap-
lings, are coming to the end of
their economically useful lives.
Because of this, both private
companies and Caykur are en-
gaged in serious efforts to re-
new the aged tea gardens that
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have lost productivity. “Work
is currently under way in trial
gardens. All the gardens will
be planned and renewed wit-
hin the next twenty-five years,”
says Nevzat Pali¢, President of
the Rize Chamber of Agri-
culture and the National Tea
Council, adding, “Thus, the
competitive power of Turkish
tea will increase even more.”
With its Sustainable Tea
Cultivation Project, Unilever,
which gained an important
share in the Turkish market
with its Lipton brand, also
aims for the continuation
of tea growing in a more
effective and productive
manner, and for tea to pass on
to future generations. Lipton
has pledged to source the teas
it produces in its factories
from natural sources by the
year 2015, and all teas it uses
by 2018. In the first stage of
the 2 million TL project, the
company aims to improve
growing practices, educate
farmers, and reduce the harm
inflicted on the environment,
while the overall goal is to
move toward higher-quality
production in the future. “Our
aim within the scope of this
project is to provide one-on-
one education to more than
15,000 farmers and have our
teas certified by a globally-
recognized, independent
organization,” says Mustafa
Seckin, VP of Food Marketing

OF LODSETEA

at Unilever Turkey. He adds,
“Meanwhile, with the aim of
familiarizing ourselves with
the region’s soil and to spread
best fertilizer practices within
the scope of the project, we
will collaborate with the
Chambers of Agriculture in
the region to establish a ‘Soil
Analysis Laboratory. Through
this, we will create the most
comprehensive soil make-up
map of the region yet; and
with the training we provide
on best fertilizer practices, we
will leave around 3 million TL

The first Tea Law is

OF HERBALAND
FRUITTEAS

OF GREEN TEA

in the region’s pockets.”

By way of various projects,
Dogadan, one of Turkey’s
leading producers of black tea
and its third-largest producer
of tea in bags, is among the
brands that stand out more
for quality than volume. The
company, whose market share
in the black tea category--in
which there are 200 brands-
-rises each passing day, uses
the freshest, topmost leaves,
known as “2.5 leaves.” Within
the scope of its “Dogadan
Black Tea Project,” after giving

THEHISTORY OF TEAIN TURKEY

Every day, 96% of Turkey’s
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training on the production of
quality tea, the company signs
contracts with tea producers.
“Many producers want to take
part in this project,” says Veli
Vardarli, Director of Marke-
ting at Dogadan. He adds,
“The number of contract-
bound producers we have,
which was 2,500, has today
reached 4,000.”

Turkey is the only co-
untry in the world receiving
snowfall in its tea-growing
areas. Because of this, the
teas require no fumigation,
making Turkish teas some of
the most natural in the world.
Caykur is conducting efforts
to highlight this characteristic
of Turkish tea. Having begun
organic tea production in
the pilot region of Hemsgin
around two years ago, Caykur
aims to take a significant
share in the European market
with its organic tea varieties
in the near future. “We are
able to produce using only
animal-sourced fertilizer,
without using any chemical
fertilizers,” says Mustafa Mavi,
President of the Tea Produ-
cers Solidarity Association,
and adds, “If we can explain
that our tea is natural, then
the value of the tea produced
in Turkey will be understood.
In this situation, we will be
able to enter the world market
without difficulty. We have
captured this momentum.”

nopulation drinks tea

1

issued, one year after
the founding of the
Turkish Republic.
In a detailed Tea sapling In the Eastern
report, Ali Riza | production later Black Sea
Erten states | starts at the Research Region, in
thatteacanbe |  Institute Central 47 publicly
grown on the Nursery. Saplings owned and
Efforts to shores of the | are distributed to the more than
establish Eastern Black | region’s inhabitants, 300 private
“Cay fields Sea Region. but because of . sector
Risalesi” for the The report | unsuitable ecological The second | The third . production
(Treatise cultivation is not taken conditions and lack tealawis tea law, The first The private | plants, there
on Tea), of tea seriously, and of knowledge of The first issued and setting black tea sector is a daily
the first and start | unemployment | cultivation methods, tea- small-scale | upastate | production ] is given production
book on fresh tea in the Eastern the product does growing prodpctlpn monopoly ) plant is Caykur is permission capacity of
tea, is production | Black Sea goes | not receive much areas are begins in intea,is | foundedin | founded to produce | approximately
written are begun on the rise interest established Rize ratified Rize (#1497) (£3092) 18,000 tons
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Turkish construction

companies are playing for world
leadership with the knowledge
and experience they acquired
since 1972 on 180 billion 1
dollars’ worth of projects-ih / ;
84 countries i &
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Turkish construction companies continue to sign off on great
successes internationally. In fact, Turkish construction companies
are running so many projects abroad, that they can be said to
be “rebuilding” countries around the world. Furthermore, these
projects stand out just as much for their quality as for their
quantity. The success of Turkish firms naturally reflects upon the
numbers too. There were 33 Turkish companies in the “Top 225
International Contractors” list that Engineering News Record (ENR),
a publication belonging to the US-based McGraw-Hill Companies,
printed in the year 2010. Therefore, with 54 companies in the list,
Turkey ranked second after China, the leader. Yet only a few years

ago, there were just eight Turkish companies on the same list.

total business volume with a 77.7-billion-
dollar share. The CIS is followed by the
Middle East with 42.9 billion dollars and

ccording to the Under-
secretariat for Foreign
Trade’s “International

Contracting Services” Africa with 37.6 billion dollars. “Politi-
report, Turkish con- cal and economic overtures toward these
struction companies regions, together with practices geared

K —" did 1 billion dollars’
worth of business abroad in 2000; in

toward reducing the number of bureau-
cratic barriers in these countries, clear

2010, this figure reached 20.3 billion dol-
lars. The international contracting sector,
which contributes greatly to the national
economy, has undertaken 5,630 projects
with a cumulative worth of 178.3 billion
dollars from 1972 to this day. The five
countries in which the most projects were
undertaken during this period are listed
as Russia, Libya, Turkmenistan, Kaza-
khstan, and Saudi Arabia.

When inspecting the regional distribu-
tion of the projects undertaken to this day,
it can be seen that the Commonwealth of
Independent States accounts for 43.6% of

the way for both our contractors who are
in the position of exporting services and
building material exporters,” says a sector
representative who wishes to remain
unnamed. These regions are followed by
Europe and America, with a 15.1 billion
dollar business volume, while the Asia-
Pacific Region comes last at 4.9 billion
dollars.

So why are Turkish construction firms
receiving so much favor internationally?
According to Association of Real Estate
Investment Companies (GYODER)
President Isik Gokkaya, Turkish com-

panies stand out with their knowledge
and experience. “Turkish construction
companies have done work in the four
corners of the world for years. Today, they
make excellent use of the knowledge and
experience they gained in these countries,”
says Gokkaya. Meanwhile, Umit Kazak,
General Manager of TAV Construction,

a company that has undertaken over 8
billion dollars’ worth of projects in nine
countries, highlights Turkish companies’
abilities in quality and adaptability. “Rela-
tive to their rivals, Turkish construction
companies possess an ability to quickly
put a project into action, and they also
stand out with their principle of always
being able to maintain their quality stand-
ards at the highest levels,”says Kazak, and
adds, “Their greatest advantage, however, 3
is that their ability to adapt themselves

to the country in which the project will

be realized is high.” The fact that Turkish
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companies have undertaken large projects
even in the world’s riskiest regions sup-
ports this view.

Today, we see that Turkish construc-
tion companies, which worked on a small
scale and with labor-intensive technolo-
gies in their early years, have—in addition
to housing construction—undertaken
large-scale and high value-added projects
such as airports, shopping centers,
subways, industrial facilities, natural gas
and oil refineries, highways, and power
plants. For example, in Russia, Turkish
firm Enka’s signature appears not just on
the Ramstore and Leningradsky shop-
ping centers, but also on the Yajva State
Distriet Power Plant. Another grand
shopping center project in Russia is the

of :!'ll'/ issance Construction; the
Refinery was entrusted to Gama;

The Turkish Perspective

The international contracting
sector, which contributes greatly
to the national economy, has
undertaken 5,630 projects with a
cumulative worth of 178.3 billion
dollars from 1972 to this day

be added to these examples. According
to the Turkish Contractors’ Union’s data,
road, bridge, and tunnel projects took the
largest share of the projects conducted
abroad by Turkish construction com-
panies in 2010, while housing projects
came second with a 12.49% share. Sports
facilities projects followed with a 10.8%
share, energy facility projects with 7.1%,
and tourism projects with 6.4%.

The report prepared by the Turkish of-
fice of Deloitte, the international auditing
and consulting company, with the Turkish
Contractors’ Union, titled “Turkey’s Con-
struction Leaders 2010-Were Construct-
ing the World,” touches upon the share
of the sector’s subcategories in total rev-
enues. Five categories are described in the
report, namely buildings, industry, trans-
port, infrastructure, and others. In 2008,
building projects took first place with
a 38% share in total revenues, followed
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" TURKISH CONSTRUCTION COMPANIES ARE REBUILDING RoMaNA <}
84 COUNTRIES (FOR NOW).ANUMBER OF THEHUNDREDS OF YUKSEL CONSTRUCTION
PROJECTS IN WHICH THE COMPANIES PLAY AROLE AREAS FOLLOWS: Bucharest ConstantaHighway

MOROCCO LEBANUN'
STFA KDSDVU
TR T Cozstalea Wastewater Pojos
Harawa Housing Project ; ENKA
INSTlAI.LATIIJN Construction of Sea Outfall Highway of Nation
Tangier-Port de Oued Rmel Motorway, RN2- GAMA
Lechbaa Section Jalu-Sarir External Cathodic Protection
MAKYOL CONSTRUCTION System
Tanger-Port Qued R'mel Motorway Lechbaa STFA e
-RN16 Section / Paradise Golf Resort / Souk Al Ahad 2000 Housing Uit Tripoli/
Infrastructure Works AbuZayan Reservair (witfiin the Content of ALBANIA
Construction ufW__urt(s of Water Supply Lines T
DOGUS CONSTRUCTION of Tarhuna Abu Z4yan and Tripoli Bfurcation MAKYOL CONSTRUCTION
Argana-Amskroud Motorway Lot -l BirEl Ghanamy/ Construction of 1500+ 200 Qukes - Qafe Thane Road
Housing Units, Public Utilities, Conference Improvementand Rehabilitation
S — Halland Services, Juffra /Azzawiya Refinery "
Services'and Building Construction )
' JORDAN
BULGARIA
COMPANIES APPEARING IN THE an B -
ENR 2010 |.|ST R e B T Khirbet es Semra Waste Water Stabilization
. o Ponds
Offshore Geotechnical Investigations
. TAVCONSTRUCTION
Al LRI el | United Avab mirats / Emirates Aiines
GAMA GAP Olia sUbway EXIENSIon FOJEct o . AssMaintenance Hangars Steel Roof
. R ———— " Constructionin Dubai
RONESANS BETATEK
g STFA
ANTYAPI CUKUROVA TUNISIA™ Jumeirah Beach Residence Piling Works
STFA YENIGIN s JBR4GJBRS, Dubai
“TAV CONSTRUCTION
TEKFEN RASEN Enfidha-Hammamet Airport
TAV SUMMA
POLIMEKS ATLAS » ’
YOKSEL MAKYOL ALGERIA SAUDIARABIA OMAN y
NUROL ALARKD ENKA I GAMA o . ENKA
KAVl METAG Qued Athmenia Dam and Water Treatment Masaden Sulfuric Acid Plant Project The Blue City Project
Plant
ONUR IC IBRAHIM CECEN TEKFEN CONSTRUCTION AND STFA
- MAKYOL CONSTRUCTION INSTALLATION o Construction of New Port at Dugm /
CENGIZ ESERTAAHHLT East-West Motorway DIDOUCHE MOURAD Ramco Hawiyah Area Gas Pipeline /Eastern Hubara-Sahmah and Sahman-KP114 Pipeline
YAPI MERKEZI LIMAK —~[W128 Section - Camp 3-4 Minor Artistic and Western Provinces Water Transmission Replacement /Construction of Bulk Liquid
Structure Works Systems / Berth C1 for the New Port and Fishery Harbor
BAVTUR ™L Wet Phosphoric Acid Plant at Wilayat Sohar
GURIS ozTAs ET;: e BoutiaHichway Tl YUKSEL CONSTRUCTION
Do Al it a0 sty i Baysh Dam / Murwani Dam / Al-Jubail
S o Desalination Plant EBYPT
STFA
Northern Jeddah Drainage Channel TAV CONSTRUCTION
SHARE []F SUBSECTDRS IN T[]TM- REVENUES (%) Culvert Project / Construction of Water Cairo International Airport TB3 Terminal
Year Buildings Industrial ~ Transport Infrastructure  Other  Total Transmission Main and Pumping Station ST
inthe Holy City of Makkah, Contract 1/ .
2009 22 88 37 6 2 100 Makkah Tunnels Leading to Haram King Gate 500 KV Suez Canal Crossing, Egypt-Jordan
2008 38 20 N 2 1 100 Codai-Al Birkah Interconnection Project /500 KV, 230 KM
New Suez-Taba Energy Transmission Line
Source: Deloitte

by transport projects with 34%. Then

in 2009, we see that transport projects
rose to first place with 87%, followed

by industrial facility projects at 33%.
“Setbacks caused by mortgages in certain
international markets in which our firm

is active delivered a blow especially to new
housing and office investments. However,

there has been a significant increase in
industrial projects due to many factors,

of all,” it says in the report.
Accomplishing grand projects inter-
nationally through their knowledge,
experience, and approach to quality,
Turkish construction companies seem

the increasing global need for energy most

decisive about securing new additions
to their existing markets. In addition to
the CIS and Middle Eastern markets in
which they are already strong, the com-
panies have their sights set on Central
and Southern Africa, Southeast Asia,
and South America. Tekfen Construc-
tion General Manager Umit Ozdemir,
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KAZAKHSTAN
ENKA

Esentgi.Pa’FRvu
UKRAINE T %EN CONSTRUCTION AND
ENKA INSTALLATION
Shakhtar Donetsk Stadium Klazalfhstan-Easpian PiPEl‘iI'IE Consortium
Pipeline (Kazakhstan Section)
DOGUS CONSTRUCTION
Kiev-Dnepr Railroad and Highway Bridge Y"KSELFUNS,TRUE"[]N .
Almaty Financial Center Block Projects A, B,
_} C,0/Almaty International Logistics Park

DOGUS CONSTRUCTION
Astana Rainwater Network Development
Construction Phase |-11- Dogus Construction

A
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S
RUSSIA

ENKA

STRA .

Consfruction of the Ports Jask, Queshm and AUDI Center / DeKastriDilExport Terminal /
Bandar Lengeh Metropolis Business Center / Riverside Towers /
Moscow International House of Music / MIBC Plot
" 7,8 Central Core Project / Novosibirsk Hypermarket

and Retail Center / General Motors New Car
Assembly Plantin St. Petersburg / Danone Milk

IRAQ Production Plant

ENKA GAMA

Kerbela Cement Plant /lraq-Turkey Crude Vyklsa Casting Rolling Project / lyska 250th Year
Projects /

0il Pipeline Expansion Project(Iragi Part)

Sudan Villa Project
54 : GAMA

Corduff 220 KV Station for ESB
- National Grid / N2 Clontibret to
Castleblayney Road Scheme

DOGUS CONSTRUCTION
Marib Dam § Irrigation Project

ETHIOPIA

AT

ENKA
Messebo Cement Factory

TURKMENISTAN AZERBAIJAN

ENKA
Baku International Airport

TEKFEN CONSTRUCTIORAND INSTALLATION
Western Route Pipeline (Azeri Séctian)

/ Azerhaijan-Apsheron Peninsula High ™
Pressure Natural Gas Pipeline and
Associated Compressor Station / Shah Deniz
Gas Export Onshore Terminal / Chirag-1
Platform Fabrication and Assembly of Water

GAP CONSTRUCTION

Turkmenbashi Textile Complex / Kelete
Cement Factory / Asghabat Power Plant /
Abadan Power Plant / Balkanabad Power
Plant / Head and Neck Hospital / Natpet
Administration Building / Asghabat Library
Project / Olympic Swimming Pool / Building
of Ministry of Energy / Asghabat City Roads

RENAISSANCE CONSTRUCTION

Turkmenistan Polytechnic Institute Injection Module
. GAMA
Rabigh Cement Factory Capacity Raising
< Project
AFGHANISTAN
TEKFENGBAMA

Kashagan Field Development Project
Tranche- 3 Power Generation Plant

YUKSEL CONSTRUCTION
Kabul-Kandahar Highway Rehabilitation
Project / Kabul International Airport NATO
Facilities

Fergana Refinery Modernization Works

ENKA B o /“Bazian” Quarry Road / Tasluja Water RENAISSANCE CONSTRUCTION
Borisow Military Housing Pipeline and Pumping Station / Kerbela Avon Beauty Cosmetics Factory / Cargill Malt
: Water Pipeline and Pumping Station / Production8Vegetable oil Plant / Campina Yoghurt
Badoosh Cement Plant Factary / HT Troplast AG Palymer Film Production
: SUDAN STFA Facility / Ford Assembly Factory / Ford Assembly
£ . . Factory / Hyundai Motor Manufacturing Factory /
/" GAPCONSTRUCTION: $5-5132 KV Conventional Substation for ) T
.VlRELAN[] Old Nassiriya,/ 55-5132 KV Conventional Marazzi Group Ceramic Tile Factory / Grand Kanyon

Mall / Mega Shopping Centers / Okey Shopping
Centers / Kazan State University / Renaissance
Hall Dffices / Renaissance Hall Offices / Demidov
Plaza / Adler International Airport Terminal

Substation for Yousufiya / Nassiriya Thermo
Power Plant

v

ANTYAPI

"""ﬁE[]RE“\ Amstradamski Residence Project / Dubninskaya
Residence and Bazaar Project / Balshaya
TAV CONSTRUCTION Acvhinikovsky Office Building / Kinvata Arbat Office
Thilisi International Airport / Batumi and Residence Renovation / Leningradsky 37 Class
International Airpart AHousing Complex / Moscow City, Parcel No:13
“Federation Towers”ZAO “Mirax City”
TEKFEN CONSTRUCTION AND
INSTALLATION
Prof. Gudushauri General Hospital
Rehabilitation
kuwarr 4
» TEKFEN CONSTRUCTION AND
UZBEKISTAN INSTALLATION
Design and Construction of Wafra-Mina Saud
TEKFEN CONSTRUCTION AND INSTALLATION Crude il Pipetine

Horezm Sugar Factory
e ————————

GAMA
Qatargas 3 4 Projects Civil &

Y Electromechanic Work for Utilities, Offsite &

PAKISTAN Offplot Areas
TEKFEN CONSTRUCTION AND

STFA INSTALLATION

Construction and Maintenance of the Indus Ras Laffan- Mesaieed Ethane Transmission

Highway (N-55), Sharinullah to Rajanpur Pipeline

Section Contract No: 7 / Construction of the

Main Canaland Tunnels for Pehur High Level STFA

Canal Project / Ormara Naval Harbor Project Ras Gas Onshore Expansion Project, Design
and Construction of LNG Berth No:3 and

Flares

in a speech republished in Deloitte
Turkey’s report, said, “Companies must
be sure that they will get returns from
the investments they will make in new
markets,” adding, “As in the example of
Venezuela, intergovernmental agree-
ments like for Turks to build housing in
return for oil could support the first step

sector.”

toward global playership. On the other
hand, for new countries to maintain the
quality of being markets sustainable for
Turkish contractors, they must con-
stantly offer new investment opportu-
nities and be open to the contracting

There is no doubt that Turkish con-

struction companies have made the prep-
arations necessary to enter new countries
and regions possessing these attributes. In
turn, this means that one will encounter
airports, dams, shopping centers, and
dwellings built by Turkish construction
companies perhaps all around the world
in the medium and long term.
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Erdem Basci: The Architect of

UNORTHODOX
UNETARY POLICIES

Strengthening the commitment to fiscal discipline and
the structural reform agenda in the medium term would
support the improvement of Turkey’s sovereign risk, and

thus facilitate macroeconomic and price stability

The Turkish Perspective 41

w
[ BY CEYHAN AKSOY

Erdem Basci who has been appointed

as the governor of Central Bank of
Republic of Turkey (CBRT) in April is
known as a key player of the Central
Bank’s unconventional monetary policies.
While Turkey is being warned against
overheating because of the hot money
inflow, the CBRT is raising reserve
requirements on banks and lowering
interest rates. Erdem Bagc talked to

The Turkish Perspective on the global
financial markets, the bank’s next
instruments and how Turkey should deal
the challenges ahead.

You came to the helm of the Turkish
economy’s monetary policy a

short time ago. Can you provide a
general assessment of the Turkish
Economy and the country’s financial
performance?

The Turkish economy has been one of
the top performers during the recovery
period after the L.ehman crisis, thanks to
prudent macroeconomic policies and a
healthy financial system. The growth rate
of 8.9% in year 2010 is the highest among
the OECD countries. In this period, the

faster-than-expected economic recovery
and relatively low interest rates helped
Turkey’s fiscal performance while the
current account deficit driven by the
disparity between domestic and external
demand growth emerged as a risk factor
for financial stability.

To give you a more recent bird’s eye
view on economic activity, industrial
production remained robust in the first
quarter of 2011. Recent leading indicators
however point to a slowdown in
economic activity in the second quarter.
Private consumption and investment
growth rates are moderating after a
strong rebound in 2010. Meanwhile,
employment continues to grow rapidly
and unemployment rates have already
reached the pre-crisis levels. Recently,
political and economic uncertainties
in the Middle East and North Africa
(MENA) region and Europe have
restrained the recovery in Turkish
exports.

Yet, the Turkish economy is on its way
to a sustainable and healthy growth path
thanks to its prudent policies and solid
macroeconomic foundations.




Many economists view the current
account deficit as a structural
problem of the Turkish economy,
believing that a surefire solution
is only possible via long term
structural reforms. Do you agree
with this view?

The Turkish current account deficit has
both structural and cyclical elements.
As a matter of fact, in the 1984-2010
period, our economy posted current
account surpluses for only six years,
almost all of which coincided with
periods of economic contraction.

As for the structural elements, we can
mention energy dependency and the
young population. Turkish economy is
highly dependent on energy imports due to
ashortage of local sources. The detrimental
effect of high energy bill is especially
apparent at times when the price of energy
related commodities rise which puts the
cyclical effect to the forefront. Also as a
country with young population, low saving
rates is another major structural cause of
the current account deficit.

Hence reforms to promote energy
investments and to increase private and
public sector savings are essential.

Do you think that the Turkish
economy has heated up so much that
it cannot be cooled down via fiscal
and monetary measures?

On the one hand, increased participation
of women in the labor force keeps wage
inflation and hence services sector
inflation benign. On the other hand,

low capacity utilization rates and a weak
external demand keep the total demand
far from reaching levels to put upward
pressure on goods inflation. So, for the
time being, I can safely say that there is
no overheating in the sense of upward
inflationary pressures in our economy.
We do see however a rapid expansion

of credit, in the order of 35 percent
year-on-year growth rate, which we label
as “excessive borrowing” rather than
“overheating”. Yet, after a significant
degree of macroprudential measures
taken so far, latest data releases indicate
a credit growth rate in line with the
seasonal averages. A more desirable 25
percent credit growth would be achieved

42 Exclusive Interview/The Governor of the Central Bank Bank of the Republic of Turkey

ERDEM BASCI WAS ONE OF THREE
DEPUTY GOVERNORS OF CBRT FOR
EIGHTYEARS BEFORE HE CAMETOD
THEHELM OF THE BANK

by the year end if this trend continues.
In addition, seasonally adjusted growth
in imports, excluding energy, halted
starting from April 2011 and seasonally
adjusted growth in exports continues,
despite at a slower pace. We expect the
improvement in 12 months cumulative
current account deficit to become visible
in the last quarter of this year.

Do you believe that such CBRT
instruments as the reserve
requirements and interest rates
will be enough to slow down the
growth rate of the current account
deficit? Are you considering using
supplementary instruments?
In the last quarter of 2010, current
account deficit emerged as a risk factor
for financial stability. The measures we
have taken so far were geared to keep
credit growth at a desirable rate, balance
the domestic and external demand, and
thereby contain the current account
deficit. The content of our policy mix
however, may differ depending on
factors such as external demand, capital
flows and the speed of credit expansion.
Within the new policy framework, the
question of which policy tools are to be
employed and how, will be determined
by factors affecting the outlook for
financial stability and price stability.
Given the high level of uncertainty
arising from global economic conditions,
we believe that it would be more
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“Turkish economy is on
its way to a sustainable
and healthy growth

path thanks to its
prudent policies and
solid macroeconomic
foundations” says Erdem
Basc

appropriate to remain flexible regarding
the exact composition of our policy mix.
In any case, having access to more than
one monetary policy instrument turns
out to be quite helpful both in theory
and in practice.

Last but not least, the importance
of fiscal austerity as well as supportive
macroprudential regulations by other
relevant government agencies is crucial.
In the forthcoming period, we will
continue to jointly use short-term policy
rates and macroprudential tools in order
to achieve price stability on a permanent
basis, while maintaining financial
stability.

Would the Tobin tax and similar
practices help keep the inflow of hot
money into Turkey under control?
Or would such practices bring more
harm than benefit?

The global financial crisis has
transformed the monetary policy
implementation in advanced economies
significantly. The policy rates are
pushed down to zero and quantitative
easing policies are deployed to quench
the thirst for liquidity. Of course these
policies are essential to avoid another
Great Depression but their side effects
are visible without delay. One such

side effect is on emerging markets

in the form of fueled domestic credit
and demand, lifted asset prices and
excessively overvalued currencies.

Emerging economies in contrast,
relied on quantitative tightening
measures to counter potential spillovers
from the additional quantitative easing
programs in advanced economies.
Some major emerging economies even
resorted to capital flow measures like
the Tobin tax that you mentioned, with
limited success, I must say.

Turkey, in contrast, focuses more
on extending the maturity of these
inflows and channeling them to more
productive uses.

The crisis that hit European Union
countries is continually deepening.
Other than the financial disruption
it causes in these countries, could
public debt problems in Portugal
and Greece have a negative effect
on the real economy and money
markets in Turkey? Is it possible for
Turkey to take precautions against
this?

The ongoing concerns about the
European sovereign debt problem do
cause some fluctuations in the global
risk sentiment. This however has little,
if any, detrimental effect on emerging
markets with favorable fiscal policies and
outlook. Yet, Turkey is affected mainly
through the external trade channel
since the share of Europe in our exports
is quite high. As a precaution, Turkish
exporters have diversified their target
markets in order to compensate for
falling demand in Europe.

Likewise, in order to alleviate the
effect of public debt problems in
Europe on Turkish money markets,
prudent monetary and fiscal policies
will be the key. We are confident that
the healthy dynamics of the public debt
burden and relatively low budget deficit
figures in Turkey highlight the strong
fundamentals for a promising future.

The effects of credit on the current
account balance can be varied.
While some forms of credit, cause
the current account deficit grow,
investment credit has the opposite
effect. Will the CBRT consider this
distinction as it takes new measures
in the upcoming term?

The Turkish Perspective

I concur with the view that investment
credits will have a positive effect on the
current account deficit in the longer
term. However in the short run, all types
of credit have a similar contribution

to the external deficit. We already have
differentiated reserve requirement ratios
in a way to incentivize extending the
maturity composition of the banking
system liabilities. We believe that this
longer term average maturity of deposits
and other liabilities will be helpful for
long term credits that are required for
investments. Likewise recent decisions
by the bank regulation and supervision
authority directly favor business loans
over general purpose consumption
loans.

Lastly, is there anything else you
wish to communicate to our readers?
Monetary policy will continue to focus
on price stability while preserving
financial stability as a supplementary
objective. To this end, the impact of the
macro prudential measures taken by
the Central Bank of Turkey and other
government authorities on the inflation
outlook will be assessed carefully.
Strengthening the commitment to fiscal
discipline and the structural reform
agenda in the medium term would
support the improvement of Turkey’s
sovereign risk, and thus facilitate
macroeconomic and price stability.
Sustaining the fiscal austerity will also
provide more flexibility for monetary
policy and support the social welfare by
keeping interest rates permanently at
low levels.

In this respect, timely implementation
of the structural reforms envisaged by the
Medium Term Program and the Acquis
Communauitaire of the European Union
remains to be of utmost importance.
Especially the fiscal rules designed for the
European Monetary Union countries are
quite useful benchmarks. The problem
evidently arises when there is no will to
implement them. Turkey distinguishes
herself with successful implementation
of the European Union rules and
proves that they are, if implemented,
indeed helpful for a better economic
performance.
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nDeoth /Denim Industry

Ithough there are many
claims about the history of
blue jeans, almost everyone
knows that the first steps

in the field were taken by a trader named

Levi Strauss—whose brand still looms

l large today—when he patented the sturdy
trousers worn by miners. The first trousers
produced were not so stylish or comfort-
able, but because of their durability and

l because dirt didn’t show up so easily on
them, they became the top choice among

l workers. After a century, jeans, which had

I been the choice of workers in the 1950s,
reached the young people of America and
became part of popular culture. Jeans also

I symbolized the message young people
were trying to give to society; they were
the banner of rebellious, defiant young-

l sters who resisted societal mores. And
because of this, jean-wearers were banned
from entering many private businesses.
Yet in spite of all these prohibitions, inter-

l est in jeans soared, especially as Holly-
wood stars like James Dean, Elvis Presley,
and Marlon Brando were seen wearing
them constantly.

I The popularization of these trousers in
Turkey falls around the same time, but they
entered the country alittle earlier. There

I is an interesting story behind its name

I in Turkish, “kot” This name was actually
the last name of the producer who first

l brought blue jeans to Turkey, Muhtesem

l Kot. Having encountered the blue jean
during a trip he took to Europe in the

l 1940s, Kot decided to produce the fabric
in Turkey. Preferred by workers for their

l durability at first, just like everywhere else
in the world, they started gaining renown

I in Turkey again due to globally famous
celebrities. As Muhtesem Kot's son, Ayta¢
Kot mentioned in an interview, the Kot

I brand, which is synonymous with blue

I jeans in Turkey, is no longer produced.

The brand, having had its market share

l snatched by foreign brands in the condi-

l tions of the time, bequeathed its name

l unto the trousers. Turkish brands are now
trying to honor this heritage by taking their

l product abroad.

TURKISH BRANDS INVADE THE WORLD

I Today, many brands born in Turkey are
| both getting a significant share of the
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Today many important

retailers in the world

have their production
iurkey

ASTHEFIRSTCOMPANY TO DARETO
ENTER AMARKET DOMINATED BY
FOREIGN BRANDS WITH ATURKISH
NAME, MAVI AIMS TO OPEN A

NEW COMPANY CALLED MAVI
NETHERLANDS THIS YEAR, ADDING
TOITS SIXEXISTING COMPANIES,
MAVITURKEY, MAVI CANADA, MAVI
EUROPE, MAVI AUSTRALIA,AND
MAVI ASIA

market in Turkey and securing a place for
themselves among the most-preferred
brands in the world market. Nedim
Ozbek, President of the Association of
Denim Industrialists and Businessmen
of Turkey, points out that many impor-
tant retailers in the world have their
production done in Turkey, emphasizing
that Turkish denim is, as a fabric, among
the best in the world. Ozbek indicates
that Turkey has solidified its place in the
global market and increased its market
share thanks to the brands’ recent R&D
and design efforts, adding that these
brands have slowly started to prevail in
foreign markets. In any case, when look-
ing at the brands’ strategies and shares in
exports, one can see how important the
global markets are for them. According
to figures provided by Mavi Jeans Gener-
al Manager Clineyt Yavuz, 35% of Mavi’s
revenue is comprised of sales abroad, in
turn comprised 50% of sales made in
North America and Australia, and 50%




of sales in Europe and neighboring coun-
tries. For Colin’s, according to the figures
provided by Colin’s Global Marketing
Director Tarik Giilsiin, 120 million out
of their 500 million dollar total revenue
comes from exports, while for Little Big
(LTB), according to CEO Fatih Cakoglu,
60% of their total revenue comes from
exports. Based on the number of retail
locations, Mavi is present today in 4,000
retail locations and 270 stores in 50
countries, and it aims to expand by 50%
in Europe in the near term. As the first
company to dare to enter a market domi-
nated by foreign brands with a Turkish
name, Mavi aims to open a new company
called Mavi Netherlands this year, add-
Ing to its six existing companies, Mavi
Turkey, Mavi Canada, Mavi Europe, Mavi
Australia, and Mavi Asia.

The situation with Colin’s is not so
different from that with Mavi. With 440
stores in 31 countries, Colin’s also has
two factories engaged in manufacturing

DID YOU KNOW?

« In the past, buyers would throw the trousers
on the ground to test the hardiness of the
denim fabric. If they stood up vertically
on their cuffs, it would mean that those
trousers were of high quality

« The horses pulling the trousers in opposite
directions on Levi’s’ logo expresses the
sturdiness of the fabric

« The word “kot,” synonymous with the
blue jean in Turkey, is the last name of a
facturer named Mul Kot, who
was the first to bring the blue jean to the
country.

« Inits early years, KOT—Turkey’s first blue
Jjeanbrand—used alogo resembling that
of Levi’s’

* Mavi Jeans is one of the three brands in
Turkey known by brand guru Tom Peters

in Egypt, employing 3,000 people, and
construction on a third is ongoing. What
Colin’s General Manager Necati Ozdogan
says about the situation clearly lays out
the importance of growth and spreading
their brands in global markets for the
brands. “The size of the market in Turkey
is around 800 million TL, and the total
number of stores a brand can open in
this market is 260 maximum... There-
fore, our growth in Turkey may remain
limited. And we, both in order to realize
our dream of being a world brand and to
be in markets where the trade volume is
higher, see such a growth model as being
healthier.”

A BRAND-FOCUSED GROWTH STRATEGY
The heroes of the Turkish denim sector,
these brands are giving signals that they
will have a heavier presence in the global
markets in the near term through both
their growth figures and their aggressive
growth strategies. Colin’s, which cur-
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rently is active in 31 countries around the
world, has a goal of continuing to grow
abroad at an increased pace. And for
this, it keeps both its searching for new
markets and its new purchases in these
markets on its agenda. Necati Ozdogan,
stating that 80% of their 500 mil-

lion dollar revenue is from Turkey and
Ukraine, points out that Colin’s share
abroad is increasing continually. Colin’s
wishes to go beyond such markets as
Turkey, Ukraine, Russia, and Germany—
places where it continues having a heavy
presence—and realize aggressive growth
abroad. Ozdogan, highlighting the fact
that they have growth plans for the Mid-
dle East, Eastern Europe, and Western
Europe markets, regards the UK as an
especially important location. Know-
ing that becoming a brand in a market
like the UK will not be possible by just
opening a few stores, Ozdogan says that
after opening some testing stores in the
company, they can open an office in the
country, even realizing this via various
purchases if need be. However, all brands
know that merely opening stores is not
enough to grow abroad, and are thus
making important investments in their
brands too. As stated by Mavi Jeans
General Manager Clineyt Yavuz, “Taking
Mavi abroad doesn’t just mean increas-
ing the number of stores; it also means
creating a brand identity and spaces

in which it can share its power with its
customers.” Thus, Mavi uses its market-
ing network in quite heavily abroad as
well. Mavi, which accomplished many
firsts in this regard, was chosen “Most
Popular Jeans Brand” by the readers of
Georgia Straight, one of Canada’s top-
selling weekly newspapers, in its “Best of
Vancouver 2009” survey.

A SURPRISE MARKET: CHINA

Among all markets, China is perhaps the
one that makes textile producers the most
nervous. [t carries great importance among
the markets that Turkish denim brands
have laid their eyes on for the coming
years, with the majority of them having set
this market as a target, Colin’s and Little
Big most of all. Colin’s, though it has not
yet entered it, looks at the market as an
important alternative and has plans for a
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to the1840s and have bece

an important pop culture

symbol, are a product that
almost everyone in Turkey
owns "

presence in the country via a partnership.
Meanwhile, Little Big is testing the waters
in the country with the store it opened in
Chongging, its first franchise store. Nedim
Ozbek, President of the Association of
Denim Industrialists and Businessmen of
Turkey, confirms these brands’ overtures.
Ozbek said, “The brands are targeting
China in the upcoming term. Because Chi-

na’s population is crowded, there is more
competition in textiles. People’s expecta-
tions have risen. We, as Turkish brands, can
do good things in that country.”

TURQUALITY: BEFORE AND AFTER

Forever young though it is one of the
oldest fabrics in the world, denim, which
was brought to Turkey by Muhtesem

Facts about the Splendid History of Jeans

A wholesaler named
Levi Strauss bought
the patent for the
jean for 68 dollars
on the advice of
Jacob Davis, one of
his tailors

Gold miners
wore these

trousers
because they
were sturdy.
Because they
were not yet
colored with
dye, the first

SAN FRANCISCO.CAL

LEVI STRAUSS & co.

trousers were
brown...
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After a trip
to Europe, a
businessman

named

Muhtesem
Kot brought

these trousers
to Turkey

Kot, is starting to regain the respect
it lost in Turkey in the 1940s thanks
to these local brands, and it is sat-
ing Turkey’s ever-present hunger to
create a world brand. Undoubtedly,
the individual efforts of brands, their
quality, and their designs are signifi-
cant to this process; however, there
is such a project under way in Turkey

Thanks to
the stars of
Hollywood,
the trousers

started
becoming
popular in
Turkey too

American
cowboys
start
wearing
jeans

Rok bl

PANTOLONLARI

The blue jeans that James
Dean wore in the film
“Rebel without a Cause”
were idolized by the youth
of America. Also in this
era, those wearing these
trousers—a symbol of
rebellion—were banned
from entering schools,
theaters, and private
restaurants

THE
195035




that it would be unfair not to mention
the effects of the project on the brands’
global gambit. Turquality, which was
made active in 2006, can be described
as a brand development program
designed with the vision of creating
ten world brands within ten years.
Emerging with this stated purpose,
the project has worked and supported
many brands in various fields since
2006, especially textiles and ready-
to-wear clothing brands, a range that
was later expanded to include other
areas. Within the scope of this state-
supported project, a crew consisting of
representatives from the Undersecre-
tariat of the Prime Ministry for Foreign
Trade, Turkish Exporters Assembly,
Exporters’ Unions, and private sec-

tor produced road maps for creating
brands and started working to fulfill
them. In time, the project realized
many activities, and it helped many
brands and designers crack open the
door leading out to the world at large.
Stating how important this support is
on the road to becoming a brand, Tarik
Giilsiin, Colins’ Global Marketing
Director, says, “State-supported incen-
tives and programs have been provided
within the scope of Turquality since
2006. Accredited firms are selected
after various evaluations like their size
and status as candidates to become
brands in previous years. I believe

that the intent shown and the support
provided are very important.”

600

MILLIONTL

The size of the denim industry in
Turkey

So far, under the umbrella of Turqual-
ity, 80 brands belonging to 69 com-
panies in 14 different industries were
supported with the program, while 30
brands belonging to 27 companies were
supported in the scope of the Brand
Program. In addition to this program,
which is the world’s first state-support-
ed brand development program, there
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is another new project in the area that
stands out. The Turkish Exporters
Assembly, which set a 500 billion dol-
lar exports target for 2023, continues
to provide free-of-charge training in
order to inform exporters on brands
and patents. The training seminars,
at which best practices in the fields

of R&D, branding, differentiation
through design, and applying for
patents are shared, will continue in
various provinces around Anatolia in
accordance with the demand shown
by exporters’ unions.

PASSING DOWN THE HERITAGE

Blue jeans, which date back to the
1840s and have become an important
pop culture symbol, are a product

that almost everyone in Turkey owns,
whether they are within the highest-
income segment or the lowest. The
reason for this is that there is an
abundance of variety in Turkey. Turk-
ish brands are now so successful in the
field that they both fend off competi-
tion in the Turkish market from global
players and they attempt to prove their
effectiveness in the world markets.
Undoubtedly, this effectiveness will
increase even more in the upcoming
term. Tt seems that Turkish brands
have a firm intention to protect and
grow the heritage that foreign players
took from the hands of Muhtesem
Kot—who gave his name to the jean in
Turkey—Dboth locally and globally.

“KOT” was
trademarked
as a brand

Mavi
Jeans was
founded

X_1980

1992

Colin’s was
founded

X_ 2006
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THEEU'S DILEMMA:

The Turkish Perspective §]

CONFEDERATION OR
FEDERATION?

Joseph Daul, the current leader of both the Christian
Democratic tradition that founded the EU and the European
People’s Party, the largest group represented in the European

Parliament, assesed the economic turmoil in EU members and
the Union’s relations with Turkey

M % A
@ BY BAHAYILMAZ WITH CONTRIBUTIONS BY TUNCER SAGLAMER “" BY SEREF YILMAZ

We are in Strasbourg, one of
the European Union’s two
capital cities, in the EU Parlia-
ment building. Joseph Daul,
the current leader of both the
Christian Democratic tradition
that founded the EU and the
European People’s Party, the
largest group represented in
the European Parliament, wel-
comes us in a modest room.
At first glance, of medium
height and with a smiling
face, he gives us an impression
contrary to the realities in his
head; although we will get to
the bare truth of the mat-
ter in our talk that is to take
place imminently. Embodying
the manner of a soft power
proponent fully, he made very
daring and well-grounded
statements, emphasizing that
the EU must be restructured
and become more united
during the crisis process. The
division highlighted by Turk-

ish Foreign Minister, Ahmet
Davutoglu in his observations
on the EU, that of “federation
versus confederation,” appears
to be on the agendas of both
Daul and the Christian Dem-
ocrats he represents. Daul
provides a comparison with
the US as another federal state
as follows: “The USA has been
aunion for 260 years, while
we have been a union for 60.
There is much more that

we have to do.” Joseph Daul
provided his assessments on
many subjects, ranging from
Franco-Turkish relations to
the future of the EU and from
Turkish PM Recep Tayyip
Erdogan to Nicolas Sarkozy,
for The Turkish Perspective.

In an interview you had, you
said that Turkey is not ready
for membership in the EU.
Do you still insist on this
view?

[ am a person who openly
says what he believes. In my
opinion, the negotiations are
not progressing right now;
they aren’t working. We have
been dealing with a status
quo for two years. When we
think of such events as the
global economic crisis and
what is happening in the
Mediterranean—in Lebanon
and Egypt, that is to say—
we can better understand
why these processes are not
moving on.

How does Turkey appear
from the EU and France?

I believe Turkey will become
amuch greater country.
They will also continue their
greatness in the Arab world
if they manage their relations
with the Arab countries well;
and I believe that they will.
[t is already strengthening
economic and commercial

relations with these coun-
tries. Relations with France
are moving along nicely.

For instance, each month,

I export two semitrailer
loads of cattle. We must
strengthen the relationship
between both countries in
the economic sense. We must
increase trade. In this situa-
tion, we could progress faster
politically. The economic
crisis put Greece, Portugal,
and Ireland into a state of
difficulty. Spain—or perhaps,
in the days to come, even
France—could have trouble.
The matter of the crisis works
very effectively in debates on
the entry of Croatia into the
EU. Because of the crisis, we
are having difficulties with
Croatia entering the Union.
We are having a hard time
explaining the difficulties
that have been created to the
citizens of the EU.
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‘When you look atitin
terms of the economic dif-
ficulties being undergone
by Spain, Portugal, Greece,
and Ireland, how do you
see the future of the union?
As in the Schengen debates,
if EU countries complied
with union criteria, these
difficulties would not have
occurred. For instance, if the
3% criterion for the budget
deficit were followed, these
situations would not have
happened. This shows that
the EU must work in a
more unified fashion. These
criteria must also be applied
in the Eurozone. The funda-
mental problem is that the
criteria are not fulfilled com-
pletely. For instance, there is
a common unit of currency,
but every country has its own
fiscal policy. This isn't right;
this is contradictory. The tax
and fiscal policies of coun-
tries within the euro must
be compatible. There are six
reports being prepared on
these subjects. T believe that
these studies will be done

by June. I hope that these
studies will incite countries
on the matter of applying
the existing rules. The EU’s
biggest problem is budget
deficits. We must now solve
this problem. Budget deficits
must be reduced. This
requirement is a prime issue
for America too. Normally,

a company in this situation
would have gone bankrupt.
We are spending money

we do not have. This is not
possible. Unfortunately,

EU countries defended this
practice. I still have not been
able to understand the mat-
ter completely. Think about
it—we couldn’t even talk
about this subject before.
Talking about budget deficits
was not regarded kindly. For
instance, Ireland doesn’t
have a taxation system. If it
establishes such a system,

it will solve its problems.

in the futu
Daul

Portugal is a small country but
it will overcome this difficulty.
The biggest problem is in
Greece, because Greece has no
industry. If you try to do it all
though public revenues, it’s
not possible. Everyone knows
this. This is where European
solidarity will form.

France also has a big budget
deficit; however, France has
industry, and this could save
it. By 2013, France will reduce
its budget deficit to 3% as
suited to EU criteria. Later,
we will pay our debt that has
accumulated as well. I'm sure
that people were unaware of
this situation until the crisis.
The crisis informed people
deeply. I couldn’t have said
what I just said a year ago.
The EU and euro will pull
through and remain stand-
ing, because there is also
political resolve. The Germans
understood that they couldn’t
return to the mark. Similarly,
France has understood this
same matter; they too know
that they cannot return to the
franc. Only groups with ex-
treme ideas do not believe in
this. For now, the EU has to be
stricter in economic adminis-

tration. All decisions must be
EU-wide. For instance, if one
retires at 67 in Germany, it
shouldn’t be possible to retire
at 62 in France. Even this mat-
ter must be brought in line.
This can’t go on. Countries
that are EU members but not
party to the euro are also pre-
paring their infrastructures to
conform to EU criteria. They
have no alternatives anyway;
they must conform. If there is
no joint economic policy, there
cannot be a joint monetary
unit. This has been under-
stood by all administrations.

Budget deficits and the
economic crisis do not only
threaten Europe economi-
cally; they also foster the
development of the extreme
right. Are you worried about
this situation?

We have no choice in the mat-
ter. For example, reactionary
votes in France after World War
IT went to the communists,

as there also was an economic
crisis at that time. The com-
munists’ votes went up to the
region of 20% in those times.
By making the communists

a party to power, Mitterrand

solved this extremism. Look at
Austria for instance; a coalition
government was formed there
too. Extreme rightists became
party to the coalition. We,
including myself; criticized this
situation. Some of my friends
voted for the far right. When T
asked them about it, they said,
“They aren’t going to come to
power anyway; that’s why were
voting” These are partly votes
of reaction.

You are a veteran politician
and you know the Chirac era
well. What differences do
you think there are between
Franco-Turkish relations
then, a time in which they
improved, and now, having
regressed in the Sarkozy era?
We are undergoing a crisis
right now. France must close
its budget deficit. If there were
no Sarkozy, the savings de-
posit system could crash. The
period undergone was so dire
that uncertainty formed in
the deposits system. Sarkozy
has been wrestling with the
crisis since he came to power.
He had no luck in this area.
Chirac experienced no such
difficulties.

JULY-AUGUST 2011 ISSUES




Now, Turkey has an alluring
economy that draws inves-
tors. Wouldn’t investments
by French businesses im-
prove some relations?

As far as T know, Sarkozy has
no bones to pick with Turkey
in the economic sense. If one
must seek honesty, Sarkozy is
this honest person. As head
of state, the French complain
of him too, as his honest
approach to the French in

his presidency can become a
subject of complaint. He has
never stood in the way of ne-
gotiations concerning Turkey.

But there are restrictions he
placed in five headings ...
Yes, but there isn’t progress
in the others either. Let’s
talk about these five head-
ings. I'm a friend of Turkey.

T think the negotiations
should continue. However,
for two years, there has been
no progress. I would like to
tell my Turkish friends that
the rules of the EU go for
everyone. From what I heard
from my Turkish friends, the
thought that negotiations
would be applied according
to Turkey’s standards was
prevalent. But this is not
possible. T said the same to
the Croats. For example, the
Croats said they wouldn’t
fulfill the conditions relating
to justice. And we said that
although we understood
them, they couldn’t be mem-
bers if they didn’t comply
with the rules. I understand
Turkey; fulfilling certain
conditions can be difficult. If
time is needed in this area,
we'll set more time aside.
However, I can comfortably
say that when we place the
political and economic crite-
ria side by side, the economic
criteria are getting better
every day. Political criteria
are shaped according to cri-
ses. However, the economic
criteria are going very well.
And this, in my opinion, is

avery nice and important
development. If you ask why,
then I can say that when
economic criteria improve,
political criteria cannot stay

behind.

I think that France’s expecta-
tions of Turkey and Sarkozy’s
expectations of Turkey are
very different. What do you
think about this?

Chirac was never clear about
Turkey. He wasn't as clear
and open as Sarkozy. I would
prefer Sarkozy’s honesty on
the matter of Turkey. This
honesty caused the loss of
many votes for Sarkozy. Time
will prove my point. Rather
than one who says “yes” and
wastes my time, [ would
prefer one who says “no” and
doesn’t.

‘What do you think about Mr.
Erdogan, Turkey’s Prime
Minister?

He is doing a good job at pull-
ing through. He is doing good
work in spite of a difficult time.
Extreme factions are active

in Turkey too, and Erdogan
handles this matter nicely. My
desire is for him to hold on

and for his efforts to continue.
Sometimes he can slide toward
the extreme, but I understand
him well. The same goes for us
too, and Erdogan is doing as
best as he can.

Some countries in the EU,
namely France, Germany, the
UK, and Denmark, are more
prominent. They also provide
for alarge part of the EU’s
budget. Do these countries set
the rules of the Union?

That is the case for many of
them, yes. But now, another
partner is joining these main
countries, and that is Poland.
Currently, we want the EU’s
own resources to develop and
for it to have a budget. We
want to accomplish this even
if it is against the interests of
these countries.

Merkel represents a country
that emerged profitably from
the crisis. Why is Sarkozy
following a policy parallel to
that of Germany, meaning
that of Merkel?

Schrider had previously taken
some precautions and put
some measures into prac-

tice. Germany had very big
investments in Greece. This is
no loss. The Germans made
Athens’s airport.

Greece owes 420 million
euros to Germany. What do
you think about this?

That’s right, but this is an
investment. And they did get
the return on it. It is not a loss.
Merkel is a smart woman. She
doesn’t want to bring extreme
rightists to power. One must
give Merkel time. One must
give her time to explain this
situation to her own public.
Merkel has made good use

of this time on the matter of
Greece. For instance, the issue
of selling the islands was one
aimed at the domestic public.
But if only these supports
were there at the very start,
we would be overcoming the
crisis much more comfortably.

Along with Greece, it
emerged that Portugal and
Ireland had serious prob-
lems about debt transpar-
ency too. What is the union
thinking of doing about this
transparency issue?

EU members are now re-
quired to present their joint
yearly budgets to the EU
Commission for auditing.
This is a very important first.

“There is a common
unit of currency, but
every country has

its own fiscal policy.
This isn’t right; this is
contradictory”
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What do you think about the
corruption that has formed
within the EU bureaucracy?
Now there are rules. Currently,
there is no corruption that I
know of. Barosso is very strict
on this matter. However, if
subventions are being taken
from the EU for no return,
then there is a problem. For
instance, if any country in 2011
does not fulfill the subvention
it received in the previous year,
it will be dropped from the
2011 budget. Gifts are now
given to countries, not to indi-
viduals or organizations. Thus,
I sometimes turn down those
who come to me to ask for
subventions and direct them
to charity organizations.

There is a sinking view of the
EU globally, caused especially
by the events in the Mediter-
ranean and developments in
the Middle East. Is the union
considering a way to restore
its image?

Itis said that the EU’s foreign
relations have a bad image; this
is correct. However, its unified
foreign relations were estab-
lished very recently. This is a
difficult time for the institu-
tion and it is normal for you to
criticize it. Germany, the UK,
and France criticize it, and that
is normal too. However bad

it appears, the structure does
evolve. People have now started
to understand that the EU has
gained power; this especially
occurred following the Lisbon
agreement.

So, can you see Turkey be-
coming a member?

We definitely will. However,
we will decide on this with
Turkey. Speaking openly,
what is happening in the
Arab world and the Mediter-
ranean shows that Turkey will
play a great role in the future.
I am sincere about this.

I don’t know whether this will
happen from within, but we
absolutely will be together.
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The Turkish Perspective

TURKEY: HARD TO GIVE UP
FOR INVESTORS

Developing economies once considered too volatile are now paragons of stability with
the steady economic order they have attained. With the intense interest shown by the
world press, Turkey has become the most popular player in this nascent league

“TURKEY COULD BEA LEADER IN
THEECONOMIC SENSE, AS THERE
EXISTECONOMIC SYSTEMS THAT
AREYET UNCONSOLIDATED IN THE
REGION'S COUNTRIES®

w - 7o
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eveloped and developing
economies passed through
a tough test with the global
crisis oceurring in 2008.
While the USA failed to rid itself of the
recession that has long afflicted it even
after the crisis, the Japanese economy
experienced harm far greater than that
inflicted by the global crisis due to natural
disasters. Meanwhile, the European
Union, considered the world’s largest
economy, it is working as best as it can
so that the worrying trend of bankrupt-
cies does not spread Union-wide. As
the above difficulties occur in developed
economies where a long-term beacon of
hope is yet to appear, developing econo-
mies are drawing the attention of global
economic actors—credit firms most of
all—to themselves with their unexpected
resilience, and tendency to grow at ever
higher rates in economic terms. Develop-
ing economies once considered too vola-
tile are now paragons of stability with the
steady economic order they have attained.
With the intense interest shown by the
world press, Turkey has become the most
popular player in this nascent league. An
improvement in Turkey’s credit rating
was expected after the election; credit
rating firm Moody’s announced that
it raised the scores of Turkish banks
Adding to this positive development was
the recent announcement that Standard
and Poor’s will be opening an office in
the country. Having achieved an 8.9%
rate of economic growth in 2010, Turkey
continues to draw international invest-
ment and credit firms to itself with the
expectation of positive growth in 2011.

Jemma Green, Vice President of
Sustainable Development at JP Morgan
Chase, evaluated these developments and
explained how Turkey stands out from
the crowd of developing countries for
The Turkish Perspective.

Can we have your general observa-
tions and assessment on the Turkish
economy?

It can be said to have quite a strong
economy. While many countries,
including developed countries, are still
experiencing the negative effects of the
crisis even after it, Turkey managed to
emerge from the crisis with increased
growth. That it had completed its
integration with international markets
was an advantage for Turkey in the
crisis period. However, in the following
period, it is expected that the integra-
tion in international markets will be
accelerated and completed, and that
financial markets will become deeper.
The natural process for a country like
Turkey, which has shown high econom-
ic growth, is securing depth in finan-
cial terms. I believe that this will be
realized as the next step. Additionally,
a consolidated democracy and a stable
political environment are musts for
the sustainability of all these economic
developments.

What kind of country is Turkey for
foreign investors?

Considered as a developing economy, it
is a country with a quite a high eco-
nomic volume. And we can say that is
alluring for foreign investors in several
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ways. The most important thing for the
foreign investor is “trust.” In this regard,
with the stable position it has main-
tained for quite some time, it is in a
position of preference in the eyes of the
investor. Considering its geographical
position, Turkey is a country that truly
has been able to attain and maintain
stability. Furthermore, because it has
advantageous prices compared to a good
number of markets, Turkey will be a
market foreign investors will not be able
to give up for a long time.

‘What should Turkey do to develop finan-
cial markets?

The existence of an active market is
something that is needed for the current
savings deficit. Secondary markets are
also quite important with respect to the
transformation of small savings into
large enterprises. As you know, capital
markets play a significant role in the dis-
tribution of capital stocks. Turkey could
take the model applied in America as an
example in the development of capital
markets and especially the secondary
market, making revisions according to
its own conditions of course. Securing
financial depth is a long-term process. So
long as you can keep conditions stable,

it is possible to realize this step by step.
Though not as much as in the past, infla-
tion in Turkey’s economy can be cause for
alarm in the coming term. To improve
the investing environment, its economy
must be kept under control and the
focus should be on reducing inflation.
There is a general election in Turkey in
the days ahead. I'm sure that the country

“WITH THE STABLE POSITION IT
HAS MAINTAINED FOR QUITE SOME
TIME, TURKEY IS IN A POSITION

OF PREFERENCE IN THE EYES OF
THEINVESTORS AND BECAUSE
ITHAS ADVANTAGEQUS PRICES
COMPAREDTO AGOOD NUMBER
OF MARKETS, TURKEY WILL BE A
MARKET FOREIGN INVESTORS WILL
NOTBEABLETOGIVEUP FORA
LONG TIME”

will emerge strong from the elections in
terms of both the economy and stabil-
ity. Personally, I don’t think there will be
radical changes after the election.

‘What do you think about the ongoing
debt crisis in the European Union?

Tt is a difficult process that does not look
like it will be resolved easily. We have
time to see how much the European
Union can progress in this area by itself.
Greece in particular is being tested
heavily in this process. The cost of the
crisis, as a process that slows down both
the union in general and its member
countries, will be heavy. The European
Union must truly be a “union” in eco-

nomic terms to overcome this crisis.
‘Which countries will be the ones to rise
and fall in the next ten years?

Brazil stands out especially. From being
a country that borrowed from the IMF
up until a few years ago, it became a
country saying it could give loans to the
IMF. There are companies working with
400% profits and productive markets
yielding big figures in Brazil. It can also
stand against many countries with its
social policies. Brazil will thus continue
its ascent in the days to come. Although
it hasn’t started to fall, there is China,
which might not realize the rise expected
of it. The rising price of goods and the
increasing inflationist effect will continue
to challenge China in the days ahead.
The risk of it becoming a structural prob-
lem requires immediate intervention.

What is your evaluation of the region fol-
lowing the events in the Middle East/?

I am hopetul because of the elections that
are to be held in the region. It is a natural
right for people everywhere to be able to
vote in a democratic fashion. While being
hopeful for the elections, I prefer to be
cautious. We will all wait together and see
how the people will determine their own
fates. Economically, Turkey is a great ex-
ample for countries in the region. Turkey
could be a leader in the economic sense, as
there exist economic systems that are yet
unconsolidated in the region’s countries.

Itis being said that the yuan could
replace the euro or dollar in world trade.
Do you think this is possible?

Yes, it’s true that the dollar is experienc-
ing a drop currently. As you know, the
USA has been in recession for years. In
terms of investments, the dollar is going
through a risky time. But on the other
hands, there are the many years of mar-
ket dominance to speak of. I don’t know
if it will replace the dollar, but in the next
ten years, we could see the rise of the East
in terms of currency.

Do you think Turkey could be the tenth
largest economy?

Since its founding in 1923, [“the Republic
of ] Turkey has exhibited great progress,
undergoing an unbelievable process of
modernization in the meantime. A coun-
try with the potential to realize this process
of modernization is also at a level at which
it can achieve its economic goals.
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Competing Against the World

ININDUSTRIAL DESIGN

The company that brought many international awards to
Turkey is preparing for worldwide sales with the support of the
nation and Endeavor Global

® BYCANGURSU 3 BY SEREFYILMAZ

W ENOW HAVE prod-
ucts that are being
imitated,” began Mehmet
Biiytikeksi, President of the
Turkish Exporters Assem-

bly, on the evening that the
2010 Design Turkey Design

Awards met their recipients.
He continued, “We broke out
of our shell” Present that night
was Ilio, one of the companies
that played a significant role in
Turkey breaking out of its shell
in the field of design. “Cube,”

its flatware set consisting of
12 serving dishes that form a
rock-like cube when stacked,
was deemed worthy of an
award for outstanding design
at Design Turkey 2010.

A number of consecutive

successes started rolling in;
the brand, having successfully
reached a certain point already,
started reaping the rewards of
what it had been sowing for
years. Demirden Design/Tlio,
named as one of Turkey’s most
successful entrepreneurs by
Endeavor Turkey on January
19, was one of the two Turkish
brands selected as Endeavor
High-Impact Entrepreneurs
—with Cigeksepeti, an online
flower delivery service—out
of companies entered from
nine countries. Becoming an
Endeavor Entrepreneur is of
quite some significance for
companies, because before
receiving this title, they are
assessed in terms of both
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entrepreneurial spirit and their
business models. Role model
potential, growth potential,
innovation, and the ability to
adapt are perhaps the most
difficult criteria to pass in
order to become an Endeavor
Entrepreneur.

But for a brand like Tlio,
such things are not so hard.
“All of the panelists who joined
our selection panel were very
valuable people that are ex-
perts in their fields. Tmportant
evaluations were made and
we received great praise; these
things made us very happy,”
says Demir Obuz, one of the
founders of Demirden Design,
adding that three months ago,
Robert Polet, CEO of the Gucci
Group, characterized the brand
as one of the two finest design
groups he has seen on the
planet so far. Having had the
chance to meet not only with
panelists, but also with many
high-level executives thanks to
Endeavor Global, the company
gained the opportunity to work
with two important figures
within this group as mentors.
Polet, now a mentor to Ilio, is
working with the company for
the brand to advance. With a
unique, innovative approach
to housewares and tabletop
items, the company has a pres-
ence in the world’s important
design stores, such as Gilt
Groupe and the Museum of
Modern Art in New York. The
brand, which takes its name
from Tlios, the sun deity of Troy
(which is now in modern-day
Turkey), takes inspiration from
nature in creating a brand new

Interpreting housewa-
res and tabletop items
with an innovative
approach, the com-
nany has a presence in
the world’s important
design stores, such as
Gilt Groupe and the
Museum of Modern Art
in New York

look for the functional objects
in our daily lives. Tts flatware
and furniture collections
incorporate a balance of such
sensitivities as functionality,
courage, and beauty. Develop-
ing products in the fields of
tableware, accessories, and
furniture, the company man-
aged to collect highly regarded
global design awards like the
IF Gold, Red Dot, and Design
Plus within a short time. The
company also bears the pride
of being the first company to
bring the IF Gold award to
Turkey. When they received

the IF Gold award, says

Demir Obuz, one of the other
award winners was Apple for
the iPhone; they competed
against such global giants as
Volkswagen and Samsung,
and also against increasingly
more Turkish participants each
passing day.

Demirden Design is a family
design firm founded by Me-
htap, Sema, and Demir Obuz.
Mehtap Obuzis a graduate of
METU in Industrial Product
Design, Sema Obuz of Mar-
mara University in Product
Design, and Demir Obuz of
Mimar Sinan University in
Industrial Design. “The sig-
nificance of us being siblings
is an important factor in our
excellent understanding of
each other’s design language,
our supporting each other in
this way, and the formation of
teamwork within the com-
pany;” says Demir Obuz.

The company, founded in
1994 with Mehtap and Demir
Obuz, entered the world of
design with the design of
furniture. “We worked on
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statuesque, individual objects
that we did both the design
and production of; and two
years later, we added exhibit
and stand design to our range
of services,” says Demir Obuz.
Exhibition design is still a
field in which they are active.
Expanding its product range
in time, the company started
creating products in all fields
of design in which a brand has
needs, such as event design,
corporate identity design,
brand communication strat-
egy, and graphic design.

In 20087, Demirden Design
started trying to do something
different in the field of product
design, seeking to develop
products with an innovative
and creative side. Ilio was born
as a result of this searching. “In
September 2008, we launched
Tlio and created the Ilio brand.”
Within its first year, the brand
started appearing in many
trend-following magazines and
blogs, rising to the top of the
pack in this field within a short
time. Later, its products started
being exhibited at e Bon
Marché Paris, New York, San
Francisco, and the Museum of
Modern Art in Japan.

“As successful as it has been
in the international arena,

Tlio also has a broad customer
base domestically;” says Demir
Obuz, pointing out that they
have worked with many
national, corporatized firms for
several years. Such sector lead-
ers as Turkeell, Nokia, and Kale
are among the customers of
the company, which provides
services to many companies in
various fields. Among Tlio’s lat-
est projects is the renewal and
transformation of more than
400 of Kale’ retail locations

The significance of us being
siblings is an important
factor in our excellent
understanding of each
other’s design language,
supporting each other in
this way, and the formation
of teamwork within the
company,” says Demir Obuz




both domestic and interna-
tional. In addition, Demirden
Design plays an important role
in ad campaign design, print
advertising design, and televi-
sion advertisement design with
regard to the development of
the Karel brand’s corporate
identity and brand communi-
cation strategy. Turkeell, one
of the pioneers of the com-
munications sector, has been
their customer for six years,
says Demir Obuz, adding that
they have appeared together at
many events domestically and
assisted in their exhibitions at
the most recent CEBIT fair.
Demirden Design/Tlio is
also one of the first compa-
nies to gain the privilege to
receive the incentive provided
to design firms and agencies
by the Undersecretariat of the
Prime Ministry for Foreign
Trade (DTM). The incentive
provided by the DTM within
aprogram aiming for Turkish
design to be promoted to the
world and for it to contribute
to export targets by develop-
ing design-based value-added
products is split into three
groups, namely design agen-
cies, design firms, and design
associations. State support
is given to companies with
export-oriented objectives for
expenses ranging from their
consultancy fees to trade-
marking costs, events abroad,

\

1lio’s products are
exhibited at Le Bon
Marché Paris, New
York, San Francisco,
and the Museum of
Modern Art in Japan

and printed or published
documents at rates of up to
50%. Demir Obuz states that
Demirden Design/Ilio is taken
as a case study in this effort and
that the DTM is working to
determine what needs design
companies have during their
development and what the
solutions could be, and that
they later gained the right to
benefit from the incentives
program. Within the scope of
this program, the international
competitive ability of Turkish
design companies is being sup-
ported too.

As the significance of
design in Turkey rises, one also
observes a notable increase in
the number of schools. Over 15
schools graduate hundreds of
students every year. A sizeable
increase is expected to follow in
the number of design agencies
and firms in the coming years.
After 2008, international
interest in Turkey started rising
too, a process in which the
successes of such companies
as Demirden Design and
Tlio in the global arena have
naturally played an important
role. Demir Obuz emphasizes
that many companies from
abroad wish to open design
bureaus here and that they
themselves have received offers,
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adding that there is a signifi-
cant increase in the number of
internship applications coming
from abroad.

The company now plans
to open “Tlio Corners” in
multi-story stores over the next
few years, after which it will
continue these plans with “Tli-
oshops.” Demir Obuz, who says
that they were advised to move
toward e-trade at the Endeavor
panel in London, states that
they will solve this issue within
a short time too, and will start
Internet sales with the likes
of Internet giants such as
Amazon. Already producing
the majority of its products
domestically, the company
plans to move the entirety of its
production to Turkey through
cooperation to come from local
partner. Within its first year,
Tlio gained acceptance or invi-
tations from stores that many
companies have not managed
to enter at all. Ilio, which is
open to offers for partnership,
progresses with the strength of
its brand toward becoming a
world brand.

In 2008, Demirden

Design started trying
to do something diffe-
rent in the field of pro-
duct design, seeking to

develop products with

an tnnovative and
creative side

hoe
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Li & Fung Spreads to
the World via Istanbul,

THE CAPITAL OF THE

FUTURE

The world-famous procurement chain
Li & Fung does not hesitate to invest in
Istanbul, which it sees as the capital of the

future

w - o 7o
BY GAMZE GOREN & AYSEGUL SAKARYA €y BY SEREF YILMAZ
L

L ONDON AND HAMBURG
are the capitals of the
past, whereas Istanbul is the
capital of the future,” said
William Fung, co-founder

of Li & Fung, at the opening
of the company’s Istanbul

headquarters around 13 years
ago. He added, “In terms of
both of fabric and product
development, Turkey could
replace Italy. And I believe
Turkey could be the new
Ttaly” William Fung, one of

the co-founders of Li & Fung,
a giant supply chain company
with 15 billion dollars in
revenues, is confident in Tur-
key’s potential. The company,
which engages in procure-
ment for famous brands with
its 14,000 employees in 80
countries, has been facili-
tating around 750 million
dollars of exports with its 300
employees in the free zone in
Istanbul for close to ten years.
The company, which opened
anew headquarters in Istan-
bul at the start of 2010, aims
to make Istanbul the center
of its operations in Europe,
the Middle East, and Africa.
Offices in Egypt, Portugal,
Morocco, Italy, Lithuania,
and Romania report directly
to Istanbul.

“Turkey has great potential
in textiles. By increasing its
performance over the past
15 years, it answered the
requirements of the market,”

says Li & Fung Istanbul Hub
Operations Senior VP Kadri
Akdemir. Li & Fung is reap-
ing the rewards of the invest-
ments it made in Turkey as
well. The company’s business
volume in Turkey, having
increased by 20% over the
past year, is rapidly nearing 1
billion dollars.

Although the Chinese Li
& Fung Group, founded in
Guangzhou in 1906 by Fung
Pak-liu and Li To-ming, is
mostly active in Turkey in the
field of textile distribution, it
is also active in many various
fields of business ranging
from glassware to the pro-
curement of many different
products and retailing. The
majority of the company’s
products are made up of “soft
goods,” or items like cloth-
ing, while the rest consists of
“hard goods” like glassware.
With revenues of over 15 bil-
lion dollars, the company em-
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ploys 27,000 people globally.
Li & Fung, which repre-
sents many significant brands
and retail chains worldwide,
makes the bold claim that
everyone in the world will
possess at least one of their
products within a few years.
In their book titled “Compet-
ing in a Flat World™—a nod
to Thomas Friedman’s “The
World Is Flat™—Victor and
William K. Fung state that
they are leaders in a world in
which geography no longer
has any importance, writing
on the new role models of
multinational corporations
while providing important
hints on their own business
models. The brothers Fung
manage a giant network
made up of over 15,000 sup-
pliers in 40 countries.
Turkey plays a strategic
role within this network. Li
& Fung works with many
brands in Turkey, including
the likes of Mudo, Collezi-
one, and Seven Hill. The
company, together with the
Aslan Companies Group,
rebooted their idle factories
in the Southeastern Anato-
lia region around two years
ago, laying the foundations
for a project able to provide
employment to 100-150,000
people. Directing its custom-
ers’ purchases to the region,
Li & Fung believes that the
textile sector will become
much more competitive with
production in Anatolia.
Turkey’s status as an im-
portant hub within the global
supply chain and the aims
and potential of its textile
sector reflect positively upon
Li & Fung’s growth targets.
The textile sector in Turkey
has been exhibiting signifi-
cant progress for the past few
years. The number of conven-
tions and events stimulating
the textile sector—such as
Collection Premiere Istan-
bul (CPI), Istanbul Fashion
Week, and Shopping Fest—is

(a0

MILLION DOLLARS

Exports that Li & Fung has
annually facilitated with its
300 employees in the free
zone in Istanbul for close to
ten years

increasing rapidly. Exports
made to such markets as Ro-
mania, Kazakhstan, Tunisia,
Iran, and most of all the US
and Russia are expected to
provide growth in exports
ranging from 60 to 23%,
and in 2011, with alternative
markets, exports of ready-to-
wear clothing and apparel are
expected to gain momentum.
Turkey is also an active
country in textiles in the field
of raw materials. Geographi-
cally, it is proximate to Rus-
sia and the ex-Soviet states,
and is at a logistically impor-
tant location. Its educated,
skilled workforce is also an
important factor Li & Fung’s
decision to invest. “We began
along-term investment in
Turkey for these reasons.
We will promote Turkish
products in Africa, North
Africa, the Middle East, and
the Mediterranean,” said
Victor Fung in the speech
he made at the opening of
the Istanbul headquarters.
Although costs are higher,
Turkey produces fashion.
“This is the preference of our
customers who value qual-
ity and trends,” says Fund,
adding, “A good number
of countries are making a
mistake by writing off this
sector because of rising labor
costs.” According to Fung,

The Turkish Perspective §]

who states that the sun has
not yet set on the sector,
Turkey is aware of this. Kadri
Akdemir says, “The Turkish
textile sector has several ad-
vantages. European retailers
and brands especially want
to work with producers who
respond quickly and follow
fashion. By understanding
their customers very well,
Turkish producers are able
to satisty their needs. And
this makes the textile sector
strong.” He adds, “While our
headquarters in Istanbul
provides a fantastic location
for our worldwide customers,
it also increases Li & Fung’s
operational productivity.
Thanks to the resulting syn-
ergy, Li & Fung surrounds
the whole world with its
global network.”

Li & Fung works with
many brands in Tur-
key, including the likes
of Mudo, Collezione,
and Seven Hill
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Bathroom systems are today

regaining the quality of being
one of the most profitable areas
within the construction sector

The Sector

sector

BRIGHTENED BY CONSTRUCTION

The qualitative and quantitative improvement in housing
production spurs the development of the bathroom systems

w i
0 BY SINAN KOPARAN

NTIL1999’S EARTH-

QUAKE, there were no
significant developments in
terms of production in the
Turkish building sector. High
inflation, high interest rates,
and muddled policies both
slowed down production and
prevented the realization of
expected sales. However, as
controls and state-supported
projects applied within the
building sector after 2000
incited companies to produce
higher-quality work, it also
brought about improved rela-

and the rest of the world. The
bathroom sector, occupying
an important spot within

the building sector, has also
improved visibly as of the

tions between these companies

year 2005. Especially with
building companies gained
strength, the three-year period
between 2005 and 2008 was
quite lively. Then, in 2009,
the slowdown occurring in
the construction sector due to
the crisis affecting the entire
world also hit the building sec-
tor and, therefore, bathroom
systems. However, the sector is
today regaining the quality of
being one of the most profit-
able areas within the construc-
tion sector.

The growth in bathroom
systems is directly tied to
the construction sector. The
housing sector comprises
60-65% of construction activ-
ity in Turkey. Real estate and
construction were among the

As consumers’ lives,
tastes, and preferences
change along with the
world itself, bathroom

fixtures and accessories
become more than just
necesstties

fastest-growing sectors in
recent years and also boosted
related sectors like iron, ce-
ment, and glass.

The economy’s 8.9 %
growth rate and the construc-
tion sector’s 22% growth rate
in 2010, together with the
subsequent rise in demand,
put a smile on bathroom sys-
tem producers’ faces. Reduc-
tions in housing credit interest
rates and Turkish companies’
expansions abroad could be
interpreted as evidence that
this positive state of affairs
will continue. In terms of both
product quality and product
range, Turkey’s competitive
ability in all global markets
has improved, says N. Biilent
Onur, General Manager of
Ece, one of Turkey’s leading
producers of bathroom system.
He adds, “Reinstatements to
be made by the government
with the intention of increas-
ing exports by drawing the
various taxes and funds on the
prices of energy and labor—
the sector’s primary inputs—
used only for the production
of exported products to levels
especially of countries that are
our rivals (like Egypt, China,
India, Vietnam, and Indone-
sia) will be a driving force that
will double the sector’s exports
within a very short time.”
Today, Ece produces over
15,000 kinds of products at its
five production facilities, four
of which are in Corum and one
in Moldavia, exporting them
to 47 countries.

Ercan Bunyak, Gen-
eral Manager of Petek Banyo,
which exports 30% of its pro-
duction to a total of 28 coun-
tries, says, “The economy has
started recovering with slow
but sure steps. Meanwhile,
2010 was a year in which
techniques were improved
too. R&D efforts, quality, and
branding acquired impor-
tance. Efforts geared toward
markets targeted abroad were
conducted. Our suggestion is
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for incentives directed to the
building and construction sec-
tor to be increased before this
year ends; then there could be
aserious increase in the private
sector’s investments.”

At the foundation of the in-
crease in investments, changes
in consumer expectations
stand parallel to the construc-
tion sector’s development,
as together with economic
developments, the renovation
and modernization of existing
bathrooms also becomes an
issue.

“We are making serious
innovations in production
processes. Through these, we
are creating a system that can
respond faster to demands in
custom and upper-segment
products,” says N. Biilent
Onur. He continues, “By
ensuring rapid service to our
procurement system via tech-
nological investments, we are
becoming able to produce in a
way that reduces the burden of
stock, whether on ourselves or
our customers.”

As consumers’ lives, tastes,
and preferences change
along with the world itself,
bathroom fixtures and acces-
sories become more than just
necessities. “Bathrooms have
become important spaces in
which people breathe. Facing
this situation, consumers have
started to give their bathrooms
brand new lives,” says Ercan
Bunyak, and continues, “They
rebuild the bathroom of a
house they just purchased ac-
cording to their tastes without
even thinking about it. The
usual concepts are about to be
shelved. Stylish, aesthetic, and
practically useful bathrooms
are being preferred. Harmony,
creativity, and freedom are
used in unison. Products and
models incorporating these are
being preferred.”

These changes in the sector
also bring increased activity
on the production side. The
growth occurring in many

fields accelerate the solving

of Turkey’s primary issue,

its current account deficit.
Underlying this issue is the
fact that production based on
local resources is too low and
consequently that the majority
of product manufacturing
continues with a dependence
on imports. However, the situ-
ation in the field of bathroom
systems exhibits some differ-
ences, as the use of domestical-
ly-produced raw materials is
quite widespread. “Because our
products are made 100% of
Turkish raw materials, we have
no difficulties in procurement,”

with companies in Turkey
that are able to manufacture
to their standards, European
countries are supporting the
growth of the Turkish sector.
If no significant setbacks
occur, Turkish companies are
aiming to raise their quotas
up to 40%. Because of this,
leading manufacturers in
Turkey’s sector are appearing
in force at such conventions
as UNICERA, CEVISAMA,
and ISH Frankfurt. “These
conventions are just a start.
We plan to participate in many
other conventions” says Ercan
Bunyak.

says Haluk Hadi Esen, Exports
Manager at Damla Banyo. The
sector’s high-quality and mod-
ern products make it possible
to export to many countries

in nearby territories, Europe
most of all. Belgium, the UK,
Hungary, France, Greece, Mol-
davia, Bulgaria, and Ukraine
are the sector’s chief markets in
Europe.

Because labor costs for
metal bathroom accessories
are quite high in the Euro-
pean market, producers in the
region mostly manufacture in
China. In light of this, in order
to protect its own market,
the EU imposed high taxes
on products imported from
China. European producers
started searching anew due
to this move, and Turkey has
emerged as one of the two
preferred countries. Working

The economy’s 8.9 %
growth rate and the
construction sector’s
22% growth rate in
2010, together with
the subsequent rise in
demand, put a smile
on bathroom system
producers’ faces

The Turkish Perspective

Meanwhile, the sector is
creating important markets
for itself in countries known
for their activeness in the
construction sector, such as
Russia, Tran, Libya, Malta,
Lebanon, Jordan, Traq, Saudi
Arabia, and Qatar. The region
is not just being pursued by
Turkey, but also by many other
producers too. Still, Middle
Eastern and African countries,
known for their closeness to
Turkish society, exhibit more
demand for Turkish products,
and positive activity is being
seen in the exports of Turkish
companies. But lately, due
to events occurring in North
Africa and the Middle East,
the bathroom systems sector
has had to take a pause along
with the construction sector at
large. However, one cannot say
that region, which maintains
constant growth potential,
has lost its allure due to the
incidents. Once the incidents
come to an end and regional
populations secure the stability
being awaited, an economic
upturn can become a possibil-
ity once again. Haluk Hadi
Esen says, “In coming years,
it is expected that with the
ending of the civil wars in the
Arab world and democracy be-
ing put into full effect in these
countries, there will be an in-
crease in our country’s exports
averaging around 25%.”

Increased construction
sector activity, an important
indicator of recovery from
crises, shows that Turkey has
left many economic difficul-
ties behind. Besides fulfilling
the country’s building needs,
the construction sector causes
increased activity in dozens of
subsectors too; bathroom sys-
tems can be considered to rank
first among these. Being sup-
ported today not only by activ-
ity in the domestic market,
but also by foreign markets, it
can be said that the sector will
enter a much brighter period
in the days to come.
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ATRADITION TRANSFORMED
TO BRAND VALUE

The year 2011 is an important litmus test for the ceramics sector
which is now taking significant steps in branding and reaching
important levels in international platform

w
” BY MERVE KARA

HE VOYAGE OF CERAM-

1Cs in Turkish history
stretches from Central Asia
to Anatolia. Ceramic works,
omnipresent in all layers of
this lengthy history, is re-
garded as being quasi-sacred
as the favorite decorations of
the Ottoman Empire’s sym-
bols from Sultanahmet to
Siileymaniye. The worldwide
renown of Turkish china is
also regarded as a reflection
of progress in the ceramic
arts. Having thus inherited a
rich heritage, Turkish ceram-
ics is quite popular today
too thanks to the original,
modern style it has acquired.
Ceramics is an industry in
which Turkey is strongest
both in the domestic and
international market. The

Turkish ceramic sector, with
an 11% share in total Euro-
pean production, is third in
the region and ninth in the
world. Close to 35% of the
production in the Turkish
ceramic sector, the fourth
largest in global ceramics ex-
ports, is exported to around
65 countries. Moreover, it
gains admiration for the mo-
dernity it achieved through
the emphasis on design as

of the early 90s. For the
sector, which achieved a
20% increase in production
in 2010, the year 2011 is an
important litmus test. The
industry, having shifted east-
ward in response to the crisis
its main buyer, the European
market, is struggling against,
is trying to cope with diffi-

culties in its new markets. In
spite of this, it is estimated
that exports in Turkey will
increase by 18.7% to hit 127
billion dollars.

For quite some time,
companies in the Turk-
ish ceramic industry have
been taking significant
steps in branding; and
today, whether with their
technological investments,

The Turkish ceramic
sector, with an 11%
share in total Europe-
an production, s third

in the region and ninth

in the world

Today, even digital
Technologies are used in
the production of ceramics
in Turkey which exports to
65 countries

designs, or manufacturing
technologies, many Turkish
companies have managed to
become brands, attain sta-
bility, and reach important
places in the international
platform. Looking at Turkey
as a whole, the ceramic coat-
ing sector received revenues
of 1.821 billion TL with
approximately 160 mil-

lion square meters of the
material sold domestically
in 2010. In 2010, when 245
million square meters of
ceramic tiles were produced,
production increased by
20%, domestic sales by 11%,
and exports by 25% over the
previous year. An important
factor in the momentum
gained by the booming
sector is the eastern breeze
that has had the Turkish
exporter under its effect for
some time now. In addition
to the great significance
that the EU market carries
for the sector, the dynam-
ics directing world trade
bore expectations that the
countries to the east and
south of Turkey would start
having a great effect on the
world economy from 2010
onward. During the crisis,
Asian and African countries
drew much attention to
themselves for their lively
demand. When the impor-
tance of logistical costs in
the export of ceramics prod-
uct is considered, proximity
to the aforementioned mar-
kets both made the coun-
tries more advantageous
and allowed countries to

use their financial resources
more productively and make
new investments. “Turkey
used its advantage of being
close to the countries of Asia
and Africa well,” says Metin
Savel, General Manager of
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Bien Seramik, stating that
although the violence and
conflict ongoing for some
time in the Middle East

is affecting the markets
negatively, there has been
growth of around 10-15%.
These expectations are sup-
ported by the first data to
be released this year, which
show growth of 25%. A
young brand in a sector that
includes such enterprises
belonging to Turkey’s larg-
est holdings like Eczacibagi
and Sinpas and firmly
established brands such as
Canakkale and Ege, Bien
stands out with its distinct
style, which is visibly in-
fluenced by the digital era.
Bien is one of the first three
firms to use digital ceramic
printing systems in Turkey
and is among the leading
companies using digital
technology in the produc-
tion of wall ceramics.

As much as new markets
make room for new brands,
they can also be said to help
the sector push the limits of
creativity. Recently promot-
ing Serra, the new brand of
Sinpas Holding’s Seranit,
Sinpas Board Chairman
Avni Celik was highlight-
ing how they passed a new
threshold with Seranit’s
new investment in the field
of ceramics. Seranit, which
started producing ceram-
ics with the Serra brand
created by fashion designer/
designer Bahar Korcan,
entered the Algerian
market with a 190 million
dollar investment. One of
the pillars of the Sinpas
Group, Seranit exports to
65 countries worldwide.
With capacity increases
and factory purchases by
the end of 2012, the firm’s
investments are expected
to reach 90 million euros.
Seranit, which will invest
in 24 million square meters
of ceramics production,

=1

New markets help
ceramics industry
push the limits of
creatioity. Seranit
which has a brand
created by fashion
desinger, Bahar
Korcan, is one of the
companies that give
priority to innovation
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will bring a manufacturing
complex with a total output
capacity of 45 million
square meters to life by the
end of 2012.

Ceramics exporters,
although struggling with
various crises in the East
and West, regard this year
as hopeful, with experience
gained on an international
scale, the high competitive
ability of Turkish compa-
nies in the countries of the
region, the fact they procure
raw materials locally, their
world-class production
based on advanced tech-
nology, their geographic
position, and the advan-
tages they gain by way of
cultural ties. The sector
determined Israel, Ger-
many, the UK, Canada, and
Azerbaijan as the top five
targeted export markets,
and their exports to Israel,
Germany, Canada, France,
and Iraq are now indeed on
the rise. TUYAP Execu-
tive Committee President
Serdar Yal¢in states that the
ceramics sector, which has
undertaken responsibility
for 8.5 billion dollars of the
500 billion dollar exports
target for 2023, contributes
five to eight times more
value added in production
than that of such leading
high-value-added indus-
tries as the automotive
and electronics industries.
This year, a total of 60,841
people visited UNICERA’s
23rd International Ceramic
Bathroom and Kitchen
Fair, which was hosted
by TUYAP. With a 23%
increase in international
visitors, the fair was among
Europe’s top two this year.

Now, it is the right time
to turn Turkey’s strong her-
itage and tradition in the
ceramics sector into brand
value, a point made ever
clearer by the intense efforts
in the recent term.
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Brands /Mardin

CARRYING HISTORY UP

TO TODAY

Mardin, one of the symbolic cities of
world history and a candidate to be on the
UNESCO World Heritage list, is like a

bridge connecting the past to the future

® BY NIHATERDOGAN €3 BY FETHI iZAN
0 v

ARDIN IS A CITY that

has been home to nu-
merous civilizations through-
out the history of humankind,
starting from prehistory up
to this day. In light of the
fact that it contains works
and knowledge belonging to
many such civilizations as the
Subarids, Hurids, Akkadians,
Hittites, Assyrians, Scythi-
ans, Babylonians, Persians,
Macedonians, Abgarids,
Romans, Byzantines, Umayy-
ads, Abbasids, Hamdanids,
Great Seljuks, Artukids, and
Ottomans, calling Mardin
a museum town would be
no exaggeration. Mardin’s

geographical position, natural
and historic texture, architec-
tural makeup, the economic
and cultural way of life of its
people, and its authenticity in
tradition and custom consti-
tute its identity. This identity
emerged after thousands of
years of accumulation and
development. The city now
opens its arms to local and for-
eign investors, complementing
this identity with the vision

of a contemporary business
space.

For millennia, Mardin has
been a self-sufficient city. This
identity is what makes the
town unique and this identity

Mardin’s geographical position, natural
and historic texture, architectural
makeup and its authenticity in tradition
and custom constitute its identity

is hidden in the city’s memory.
Mardin’s urban memory lives
on in the stones set by the
skillful hands of architects
and muralists in its peer-

less temples, khans, baths,
caravanserais, and houses. Its
cultural constitution is alive in
the names of places. It is alive
in its bazaars, passageways,
fountains, madrassas, and
mosques. The traces of toler-
ance and wisdom live on in

its churches and monasteries,
the names of its streets and
neighborhoods, and in family
nicknames. The architectural
makeup of the town, which
has been under official protec-

Mardin’s economy

has seen significant
actioity as a result of
the lifting of visas with

Syria, and the best
proofis that 30 facto-
ries have been opened
in the city’s Organized
Industrial Zone in the
past nine months

tion as an urban conservation
area since 1979, makes it one
of the strongest candidates for
the UNESCO World Heritage
List together with its ethnic
diversity and cultural richness.
The Historic Transforma-
tion Project run by the Gover-
norate of Mardin for the past
two years has become a hope
for Mardin to be reacquainted
with its historic and cultural
past. As its infrastructure is
renewed according to this
urban memory, reinforced
concrete buildings are re-
moved and historic buildings
are restored. We could also call
this the infrastructural work
for Mardin’s urban memory
to be integrated into tourism.
The Mardin Museum, as the
center of the town’s urban
memory, serves as a bridge
that connects the past to the
present and the future, collect-
ing Mardin’s and the region’s
past cultural values, and then
accumulating, document-
ing, exhibiting, and preserv-
ing them. The museum is
conducting efforts aiming to
introduce the city’s past to the
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masses who have become for-
eign to the town they inhabit
and for society to correctly
make the connection between
yesterday and today and today
and tomorrow, be aware of
the culture in which it lives,
and not lose its memory. Also
aiming to promote Mardin’s
archaeological and contem-
porary cultures from the
Paleolithic age to this day to
the world and to present the
lifestyles, handcrafted items,
eating and drinking cul-
ture, style of dress, industry,
economy, social life, and archi-
tecture to people, the museum
is aware that they way to
keep the urban memory alive
goes through preserving such
“memory lanes.

In fact, the city’s rewrit-
ten memory also reflects
the memory of the people
of Mardin. As structures are
knocked down, rebuilt, and
restored in Mardin, where one

can see the place of masonry
in human life and how hu-
man labor has shaped stone,
one must mention the water
system that lives on in the
city’s memory. Mardin’s water
channels were formed beneath
the city over the thousands of
years that they gave life to it.
One can comfortably stand
up in these two-meter-high
waterways that once carried
water to thousands of cisterns

built beneath houses and fed
fountains and baths Twenty-
six waterways have been
identified by the Museum of
Mardin so far.

The fundamental struc-
tures of modern life now rise
above this infrastructure. It
is estimated that the amount
of investment in the town,
which attracted 1.64 billion
liras’ worth of it in the past
two years, will reach 2.47 bil-
lion liras by the end of 2011.
Additionally, applications
were made for 60 factory
investments within the first
six months of 2011. The city’s
economy has seen significant
activity as a result of the lifting
of visas with Syria, and the
best proofis that 30 factories
have been opened in the city’s
Organized Industrial Zone in
the past nine months. Now,
the governorate is completing
the process of assigning land
for a second zone. “There is
a flurry of activity in organ-
ized industry too. Production
of parts for Iraq and Syria is
quite high,” says Mehmet Ata

The Turkish Perspective §7

Mardin is one of the
strongest candida-

tes for the UNESCO
World Heritage List
together with its ethnic
diversity and cultural
richness

[letmis, President of the Mar-
din Chamber of Architects. He
adds, “Europe’s third largest
perfume factory is being built;
soon, it will enter operations
too”

The city’s exports exhibit an
increase in parallel with these
developments, and employ-
ment in the city, whose exports
in 2010 neared 400 million
dollars, is increasing simul-
taneously too. In addition to
1,500 jobs to be created at a
ceramics factory planned to be
built with Turco-Ttalian part-
nership, around 1,000 people
are expected to be employed at
eight hotels whose founda-
tions were laid within the past
two years. Furthermore, when
the two 100 MW power plants
are brought to life, it is certain
that the city, currently seventh
in Turkey’s unemployment
ranking, will take great strides
in this area. Now, Mardin
fuses its historical and cultural
heritage with its development
strategy and emerges before
both investors and tourists
with a brand new face.




Istanbul Fashion Fair, the best platform
where all national and international brands
and companies in the process of creating
their own brands will get together. Brand
equities are brought into sharp relief in

the glamorous atmosphere created by the
organization of a single type and brand new
special construction stands. Istanbul Fashion
Fair will be the top most events to be held in
the industry related to the fashion, clothing
and textile industry. The event will be hosting

AUGUST18-20
Istanbul Fashion Fair
Yesilkdy- CNR
(World Trade Center
Exhibition Area)

the various top most designs of fashion
accessories and clothing. The Fair will host
all varieties of product jewelery, hand bags
leather goods, women’s wear, Menswear,
Kids wear and fashion accessories. This fair
will provide an excellent opportunity for

all the entrepreneur and new companies to
work along with topmost established and
contemporary brands to get an international
exposure and to find their target customers,
retailer and manufactures.
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N 01

02 30" Turkey Book and Culture Fair
Bursa 6" Baby and Child Ready Wear and Child Requirement Fair Sultanahmet Mosque - Istanbul
TUYAP Bursa International Fair & Congress Center, -+ 03 7-26 AGUST 201
30 JUNE- 3 JULY 2011 Traditionally held by the
The fair is performed with the participation of 100 leading 04 Religious Foundation of
companies of the sector including representatives from 9 Turkey, the 30" Book and
countries. 05 Culture Fair of Turkey

will take place in Beyazit
‘ 06 Square this year instead of

Konya 27" Shoe, Side Industry and Fashion Fair , < Sultanahmet Square.
TUYAP Konya international Fair Center 07 |
7-10JULY 2011 ‘
The fair provides an platform for exhibitors to display the latest 08 - International Conference On
product in front of thousands of domestic and international Matematicalfinance and
visitors. The motto of this event is to bring together all the pro- 09 Fconomics
fessional and experts under the one roof for exchange the ideas. istanbul Technical University - gt‘”ﬁ? ;

10 Siileyman Demirel Cultural Center WERW@AL i

6-8 JULY 2011 onMATHEMATICAL

Ordu 15" Karadeniz Industry and Trade Fair | 1 The primary goal of the G
Ordu Municipality Fairground conference will be to provide Hiiil
8-14 JULY 2011 12 opportunities for business
If your company designs and provides solutions that enable related academicians and
the industry to bring down costs for environmental equipment 13 professionals from various
and techniques, or offers environmental technology business related fields in a
innovations in compliance with the environmental legislation, 14 global realm to publish their
then exhibiting at the fair is a must! 15 paper in one source.

16 Days of Agriculture and Technology
Karaevli Village Open Field

17 21- 24 AGUST 2011

18

Machinery and agricultural implements will be presented
on campus grass and at machinery demonstrations.

The live demonstrations will take place on areas specially
19 prepared for this purpose. With an expected 15,000
visitors from Turkey and neighbouring countries,

20 Agriculture and Technology Days 2011 will be a very

4" Tanmtech (Agriculture Fair) o < attractive event for visitors and specialists.
Orion Shopping Center and Exhibition Area - Corlu
27-31JULY 201 . , 29 International Badrum Yacht Show
The fair can be the best practice for capturing sales leads Turgutreis Marina- Mugla
from Agriculture trade shows. The trade show is opening in 923 27-31 JULY 2011
Tekirdag. In the show you have the opportunity to get cheap International Bodrum Yacht
trade show giveaways. 24 Show is the largest yacht show in

EFastern Mediterranean which will
25 be held in between 27-31 July at

Trikonfex 1 Tricat, Tricat Yarm, Clothing and

Technologies Fair Turgutreis Marina.
Middle East Exhibition Center- Gaziantep 26
21-24 JULY 201 97
Profile for exhibit in Trikonfex include
fabrics for women’s wear, men’s wear
and children’s wear, laces, embroideries, 28
knitted and woven fabrics but also
accessories, yarns and clothing ete. 29
30

3
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Fl
I g u re S FOREIGN INVESTMENTS; THE SURVEY OF EXPORTERS TENDENCY, EMERGING TRENDS IN REALESTATE

INTERNATIONAL DIRECT INVESTMENT IN MANUFACTURE
INDUSTRY IN THE FIRST QUARTER OF 2011

Turkey’s attracted the interest of international investors in the first
half of 2011 thanks to its comparative advantages. Especially electirical
equipment manufacturing and metal products industries have shown a
significant stride in this period
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Data: International Direct Investment (IDI) Report

INVESTORS’ EXPECTATION INDEX

Investors’ Expectation Index by International Investors Association
reflects investors’ economic views, expectations and plans for the next
period. The index shows that the confidence of international investors in
2011 is in a rising trend compare to the same period last year
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The Turkish Perspective

EXPORTAS ABEACON OF HOPE FOR TURKEY IN 2011

Turkey aims for 135 billion dollars in 2011. According to the Exporters’ Tendency Survey conducted
among 520 companies in May 2011, companies believe they would even exceed this target

The table shows the rate of the companies that have declared that they have seen %41.2 of the exporters
improvement in their businesses in the first quarter of 2011 employed new blue
collar empolyees in first
General First 500 Second 500 Other quarter of 2011

Production 54,20% 66,00% 55,10% 47,50%

bipors 56,30% 71.30% 60,80% 45,60% GENERAL

Capacity utilization rate 48,80% 60,30% 47.50% 43,30%

Stockssituation 30,00% 33,30% 33,10% 26,80% I

Input costs 81,30% 80,90% 86,40% 79,30% i

Unit export price 48,80% 57,30% 45,80% 45,20%

Imported input usage rate 25,00% 21,30% 29,70% 24,90% HM

Raw material unitimport price 63,30% 70,20% 69,50% 56,70%

General profit level 19,40% 30,70% 21,70% 11,90%

Exports profit level 19,40% 30,70% 21,70% 11,90%

BASE 531 150 120 261

Turkish exporters are optimistic for the next quarter. Most of the exporters in Turkey expect a
significant improvement in both the country’s and their industries’ ecanomic conditions

b
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Data: TIM Survey of Exporters Tendency
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72 Figures

LEADING EUROPEAN
CITY INVESTMENT PROSPECTS

Istanbul ranks second for existing investments
and first for both new acquisitions and
development according to the Emerging
Trends in RealEstate Europe 2011 Report.
The report also indicates that it is worth
noting that interest in Istanbul as a
destination for investing in industrial
property has risen
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FADING OPTIMISM IN 2010

The report shows that Istanbul had
ranked high in the tables in 2009,
based on the view that it would be less
affected by the economic problems
besetting the rest of Furope, But that
optimism had faded somewhat, and
Istanbul had slipped to seventh for
existing investments and fifth for new
acquisitions

Data:Emerging Trends in Real Estate Europe 2011

INVEST IN INDUSTRIAL PROPERTIES

According to the Emerging Trends in
RealEstate Furope 2011 Report, both
local and internationalinvestors have
become mare positive about Istanbul
since last year. Itis also worth noting
thatinterestin Istanbul as a destination
forinvesting inindustrial property
has risen. Itis mentioned in the report
thatfor those investars who selected
industrial as the preferred investment
forany city, the largest number chose
Istanbul

E%%

TOBECONFIDENTIN THE CITY

The report explains Istanbul’s strang
performance by investors reasons for
optimism aboutinvestments in the city.
Inthe case of Turkey, those investors
who remain fans do so because of
the underlying fundamentals. Itis one
of the few markets where investors
remain confidentin the city rather
than in their own ability to buck the
generaltrend through superior real
estate investment skills
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A STAR ALLIANCE MEMBER f:"”

Dining room.

Living room.

Bedroom.

NEW BUSINESS CLASS

Full flat-bed seats. Globally awarded cuisine.
Best of in-flight entertainment. And more than
180 destinations around the world. All through Istanbul.

All in the Business Class concept of our new A330-300 T U R KI s H
and B777-300 ER aircraft. All globally yours. é) l,,é ‘%M
AIRLINES

turkishairlines.com




A STAR ALLIANCE MEMBER ';l i

Furope's
pbest airline.

18.8 million people say so.

Every year, Skytrax, the world’s civil aviation audit and
service benchmarking programme, announces the best in the airline business.
They do this by simply asking frequent fliers. In 2010, 18.8 million passengers
said Turkish Airlines was their favorite airline in Europe.
Is it our network that takes you to 187 cities around the world?
Is it our hub, Istanbul, the world’'s most attractive city to
connect Europe to the world? Is it our globally awarded cuisine?
Is it our warmhearted welcome on board? Is it our sponsorship
of the world’s best teams and athletes? Most likely all.
Next time, fly with Europe’s best airline and discover it for yourself.

TURKISH
turkishairlines.com ééféﬂ%m ‘ AI R LI N Es
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