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Thank you person
Ladies and Gentlemen,

Distinguished guests,

On behalf of myself, and the Foreign Economic Relations Board of Turkey (DEİK), I would like to welcome you all to İstanbul.

As a business women engaged in international trade for 25 years and as the chairperson of Turkish Syrian Business Council, I was invited to share with you my views on Free Trade Agreements and Small and Medium Enterprises. (SME).
I am delighted to be here with you to share my views on this very important topic.

Before I start, I would like to thank you all coming Istanbul which is one of the center of global market place.

I believe, this is a very special platform which will give us fresh impetus to the recent global trends and developments from women perspective. 

I would like to take this opportunity to extend my gratitude to people and organizations that supported this event for their dedicated efforts.

Ladies and Gentlemen,

I was asked to speak about the how Small and Medium Enterprises. (SME) can take advantage of trade agreements.

There is a misperception among women entrepreneurs that trade pacts and free trade agreements are intended for the interest of large corporations and do not necessarily benefit SMEs; large corporations would be the biggest winners; and biggest losers would be SMEs. 
However, in many cases, the opposite is true; trade pacts could create business opportunities for the SMEs as well.

Turkey is one of these success stories in terms of benefit and opportunities of trade pacts for SMEs.

Ladies and Gentlemen,

Slow progress in global trade talks has led to a surge in free trade agreements (FTAs) all around the world.  Since the World Trade Organization (WTO) Doha Round trade talks stalled, countries see FTAs as a means to liberalize trade and investment and sustain economic recovery.

As you all know, there is an important debate on the impact of increasing number of FTAs on business activities.
On the one hand, such agreements have brought increased trade and greater prosperity; on the other hand, the rapid spread of FTAs has sparked concerns about the effect of multiple, overlapping agreements on small and medium-sized enterprises.
Right now, there are hundred of free trade agreements and lots of free trade areas around the globe.

A free trade agreement is a legally binding agreement between two or more countries to liberalize trade and bring about closer economic integration.

Since FTAs allow the parties to give each other preferential market access, it helps to foster and facilitate the flow of trade and investment between trading partners.

With your permission, I would like to share with you my observation on experience of Turkish SMEs with the trade agreements.

Ladies and Gentlemen,

Until 1980, Turkey was as classical import substitute economy. In 1980, Turkey shifted its economic model and started to follow an economic policy based on export oriented growth.

As you could imagine, we were all worried about how to compete in foreign markets. But, companies were quite flexible to adopt themselves to this new reality.
Then, Turkey joined to the Custom Union of Europe in 1996 and removed all barriers; open the doors to European competition.

The Customs Union between Turkey and the EU was a unique experience in that Turkey was the first country that entered into such integration without being a member of the Union. 

Moreover, Turkey’s agreement with the EU goes well beyond the classical definition of a customs union.

Turkey has pledged to harmonize its commercial and competition policies including intellectual property laws with those of the EU, as well as extend most of the EU’s trade and competition rules to the Turkish economy.

There was a great fear that every sector would lose since we did not have power to compete with the strong European Companies. 

However, custom union has helped Turkish SMEs to change their mindsets; created new ways for them to generate income, employment and value added. 

The 15-year experience with the customs union has generated important benefits for Turkish SMEs. 

As Turkish SMEs have become more competitive during this time, it could be argued that EU integration has made the ‘backbone’ of the Turkish economy stronger. 
Ladies and Gentlemen, 

Under the Customs Union (CU), Turkey is applying the same common commercial policy measures with the European Union. 

Turkey already signed 17 FTAs: European Free Trade Agreement countries (Iceland, Liechtenstein, Norway, and Switzerland), Israel, Macedonia, Croatia, Bosnia and Herzegovina, Palestine, Tunisia, Morocco, Syria, Egypt, Albania, Georgia, Montenegro, Sili, Jordan, and Lebanon.
In addition to this, Turkey continues to negotiate free trade agreements with 12 countries; Gulf Cooperation Council, MERCASUR, Libya, Seychelles, Cameron, Democratic Republic Congo, South Korea, Malaysia, Equator, Columbia, Faeroe Islands

In 1980, Turkish foreign trade volume was just 10 billon USD; in 1995 just before the custom union, it was 57 billion USD. In 2010, Turkish foreign trade volume reached 300 billion USD (110 billion USD of export) 
When we look at the figures, we see a very positive impact of FTAs Turkish export performance.

Over the last 10 years, Turkish foreign trade volume increased by % 264 while the trade volume between Turkey and the countries which Turkey has free trade agreement increased by 327 %.

Export figures are more promising; last 10 year Turkish export increased nearly by 3 times. However, Turkish export to the countries which we have frees trade agreement increased nearly 4 times.

Ladies and Gentlemen,

Now, let me discuss how SMEs have been affected by these trade policies? 
Before that, I would like to describe you the position of SMEs in Turkish economy.
Turkish industry is much more SME-based than the EU industry when the European scales of enterprises are taken into account as a comparison base. 

According to the Turkish regulation, the SMEs are classified as three types; micro businesses which have less than 9 employees, small businesses which have less tan 49 employees and  medium-sized businesses which have less than 250 employees.

According to most updated figures of Turkstat, there are 3.2 million SMEs in Turkey. They comprise of nearly 99.8 % of the total firms in Turkey.  

42 % of them are in services sector while 40% of them are in trade and 13 % are in manufacturing sector.

Small and medium-sized enterprises play a very important role in the Turkish economy owing to their large share in total number of enterprises and in total employment. 

SMEs have positive contributions in providing and maintaining balanced economic and social development.

In Turkey, the number of SMEs including those in the service sector constitutes 99.8 % of total enterprises and 78 % of total employment. 

The share of SME investments within total investments reaches 50 % and 55,5 % of total value added is also created by these enterprises. 

The share of SMEs in total exports is 56 % and their share in total bank loans is around 20 %.
There are nearly 49 thousand exporters in Turkey. Just 3329 of them are not SMEs. That means nearly 46 thousand SMEs are exporter in Turkey and doing nearly half of Turkish export.

Custom Union, Free Trade Agreements and global financial crisis in 2008 proved the flexibility and adaptation capacity of Turkish SMEs.
Now, the question is how Turkish SMEs could manage to take advantage of FTAs and Custom union.
The first point is that the removal of trade barriers created greater opportunities for Turkish SMEs that lifted many Turkish SMEs onto the world stage.

The opening up of more markets delivered more possibilities for services, trade and expansion for the SMEs. 

The second point is the Europeanization of production in Turkey. Through Custom Union, Turkish SMEs learned how to produce in European quality in order to export to the world’s largest single market. 
The third point is well-institutionalization and the well-representation of SMEs in Turkey. 
SMEs are represented by the Confederation of Tradesmen and Artisans of Turkey (Türkiye Esnaf ve Sanatkârları Konfederasyonu, TESK) and the Union of Chambers of Commerce, Industry, Maritime Trade and Commodity Exchanges of Turkey (TOBB) 

TOBB is the legal high-level organization of merchants and industrialists- comprises 12 chambers of industry, 2 chambers of maritime trade, 181 chambers of commerce and industry and 113 commodity exchanges. 
According to data for the year 2010, number of its registered members is around 1,2 million.
TOBB represents private sector, ensures unity and solidarity between chambers and commodity exchanges, facilitates professional work of members, and promotes confidence in the relations of members with the public.
SMEs take part in economic policy making through these representative institutions. Economic and Social Council and Coordination Council for the Improvement of Investment Environment in Turkey (YOIKK) are tow major platforms where SME are represented
The Coordination Council for the Improvement of the Investment Environment has become a key structure where private sector makes contributions in the process of improving investment climate. The Council conducts its agenda with the help of 12 Technical Committees working on specific issues with participation of both public and private institutions.
SME Technical Committee is one of the well functioning committees for the design of the SME-Specific policies.
SME Strategy and Action Plan is prepared and regularly updated in accordance with what has been stated in the 2003 EU Accession Partnership Document relating to SMEs

As a result, having this institutional capacity, SMEs have been leading proponent of FTAs in Turkey.

Levant Free Trade Area is the recent example in which Turkey, Syria, Jordan and Lebanon decided to create a free trade and mobility area in eastern Mediterranean.

The fourth point is the well-functioning of support services for the SMEs.
SMEs have some weaknesses such as lack of consciousness of technology, R&D and innovation, low level usage of bank credits, insufficient access to finance, insufficient credit guarantee system, lack of usage of modern marketing techniques, lack of consciousness of quality and trademark concepts, insufficient education level, lack of capital for high technology investments, lack of institutionalization, low level of cooperation, lack of harmonization to global standards.

Therefore, they need support services to overcome these weaknesses. Small and Medium Industry Development Organization (KOSGEB) is one of the major organizations executing the SME support policy in Turkey.
It has support services for export promotion, market entry, information and logistic, export market information, providing information and practical support.

These support services enabled SMEs go abroad, engage in international business, and compete in global market place.
Ladies and Gentlemen,

The major concern of Turkish SMEs in terms of trade pacts is the Free Trade Agreements of the EU with other countries. 

Turkey opened its markets not only to EU members, but also to other countries with which the EU had preferential trade agreements.
EU leaves Turkey to run FTA negotiations alone itself and does not provide the opportunity to put the FTA in force at the same time with the EU.

On the other hand, after Turkey’s efforts EU added a “Turkey Clause” in the FTAs. But, this clause is not binding and only invites the third country to sign a FTA with Turkey. 
Turkey loses its share in EU markets as other partners of the EU secured improved access by means of FTAs. FTA partners of the EU have the opportunity to have an easier access to Turkish market. 
FTAs with the EU allow them a tariff- free access to Turkey, of FTA partners’ goods, once entering into free circulation within the EU.  This will be more visible in indirect imports from more competitive countries like South Korea, India and the Association of Southeast Asian Nations (Brunei Darussalam, Cambodia, Indonesia, Laos, Malaysia, Myanmar, Philippines, Singapore, Thailand, Vietnam) whose exports may hit several labour and capital intensive sectors.
Turkey has to follow the EU to make FTAs, sometimes a couple of years later, hence putting Turkish exporters into a disadvantageous position with regards to EU exporters who has a preferential status in third country markets much before.
Ladies and Gentlemen, 

The move toward FTA is likely to continue until a truly committed multilateral free trade agreement can be reached. 

New competitors will suddenly appear from beyond our national borders which no longer serve as protective walls for uncompetitive firms. 

As such, SMEs have to learn how to compete in the global market place trough public and private partnership and adequate support services.

Ladies and Gentlemen, 

Before I finish, let me once again welcome you all to Istanbul. 

Thank you very much for your four your kind attention.

Enjoy İstanbul and Turkey. 
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