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Office furniture
industry booming
in Turkey
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�� Modoko chairman 
Ethem Özçelik: We are
unafraid of competition�� ��

A New
Zealander
shares insight
on carpets
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FURNITURE INDUSTRYS AT U R D AY,  S E P T E M B E R  2 0 ,  2 0 0 802 TODAY’S BUSINESS

CM Y K 

Çilek CEO Muzaffer Çilek says the growth of
the company has been smooth sailing since

there are no producers manufacturing only children's
furniture, unlike kitchen or office furniture. Speaking
to Today's Business, Çilek explained how he trans-
formed a small furniture company into a global firm
that is not afraid to take on challenges. He explains
that the company took note of the power kids have
over their parents when selecting their own furniture. 

Every item produced for children, such as clothes,
food and sports equipment, was made to address chil-
dren specifically with colorful and trendy designs. So
Çilek started a new era for children in Turkey, pre-
senting them with the prospect of a room designed
just for them. "We set up a team of industrial and in-
terior designers in Ýstanbul, consisting of well-educat-
ed designers from different Turkish cities," Çilek says.
He chalks up the great success of Çilek to this well-
run synthesis of eastern and western Turkish culture.
That the same designs have been sold throughout
the world is a testament to Çilek's achievements. 

Now the export market ranges from European
countries to Russia and from Saudi Arabia to New
Zealand. In addition to becoming an expert in chil-
dren's furniture, Çilek has created special segments
according to age intervals, together with items specifi-
cally designed for boys and girls. There are playful op-
tions for children between the ages of 3 and 10,
while teenagers are provided with furniture appro-
priate for their age. University students can also en-
joy a variety of designs addressed to today's youth. 

Being the leading manufacturer of children's fur-
niture in Turkey, Çilek gets the biggest slice of the
pie. Although the furniture industry has not under-
gone an overall market analysis, it is known to be a
promising market. Export volume has exceeded $1
billion on a yearly basis, while the domestic market
takes in $6.8 billion. Çilek says about 5 percent of the
domestic turnover is children's furniture. However,
the small share of the furniture market did not stop

Çilek from specializing in children's furniture. 
"We did not just think our company would ad-

dress Turkish consumers when we entered the mar-
ket. Instead, we planned to expand to all corners of
the world, which we accomplished by establishing
branches in 28 countries with 66 Çilek stores," Çilek
says. With another 110 stores in Turkey, Çilek ranked
first in export rates among Turkey's furniture compa-
nies, as announced by the Ýstanbul Exporters'
Association last year. That it came first in paying tax-
es in Ýnegöl, a city known for its furniture
manufacturing plants, also contributed
to the Çilek family's high motivation. 

General improvements in
terms of using high technology and
innovative designs in the furniture in-
dustry is another factor in Çilek's suc-
cess, in addition to its young and earnest
team. The furniture industry had a growth
rate of 63 percent in exports last year. As the
biggest company in children's furniture in
Turkey, Çilek has so far exceeded its objectives, as

stated by Muzaffer Çilek himself. Operations at the
plant are non-stop, with more than 500 employees
working in three shifts. Since Ýnegöl is home to most
of Turkey's furniture factories, workers there are well
trained in the field, which is another advantage for
Çilek. The Çilek factory's location is also helpful due
to the easy access it provides to the retail industry in

Bursa, the fourth largest city in Turkey. 
Needless to say, years of hard work

brought Çilek the know-how of the in-
dustry. Çilek emphasizes the
need for sensitivity in the

creation of children's fur-
niture, as children are
more susceptible to any

possible harm that faulty
furniture can cause. He

adds that the reliability of
children's furniture must be

certified by competent authori-
ties, which Çilek has succeeded in

doing, as a proud holder of the

"Geprüfte Sicherheit (GS) Certificate of Quality"
given by German Landesgewerbeanstalt Bayern
(LGA) to those conforming to advanced child safety
standards and European Union standards for anti-
carcinogenic and antibacterial materials. 

Moreover, product design carries great impor-
tance for children's furniture, as the needs of chil-
dren are quite different from what adults are look-
ing for in ordinary furniture. Çilek stresses the im-
portance of cooperating with universities and voca-
tional high schools to introduce innovative designs
into the market. Also cooperating with children and
mothers, Çilek is doing its best to exchange ideas
with university industrial design departments, to-
gether with the Ýnegöl Vocational High School.

Çilek concludes by recalling that they are
opening a new Çilek store every week, aiming to
dramatically increase their current number of
stores to reach 1,000. Having divided the world
into 10 different geographical regions,
Çilek develops specific strategies for
each area based on local conditions.

Çilek CEO Muzaffer Çilek says
the growth of the company has

been smooth sailing since
there are no producers 

manufacturing only 
children's furniture, 

unlike kitchen or 
office furniture. 
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‘Çilek kýds’ furnýture opens 

new store every week’
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The growth rate of the Turkish economy suffered a
great blow in the second quarter, coinciding with
the closure case against the ruling Justice and

Development Party (AK Party) in the Constitutional Court. 
Gross domestic product (GDP) increased just 1.9

percent in the second quarter of 2008 over the same pe-
riod a year ago in constant prices, marking a clear slow-
down in the country's economic performance and the
lowest quarterly figure since the first quarter of 2002,
the Turkish Statistics Institute (TurkStat) said. 

In addition to the tense political atmosphere and
huge ambiguities created by the closure case, analysts
also blame high real interest rates, signs of a global re-
cession and a liquidity squeeze in the international
markets as other major factors in the slowdown in the
growth rate, which has deteriorated for 26 consecutive
quarters. The global credit crunch, coupled with rising
food and energy costs, is continuing to constrain eco-
nomic activities, they point out.

In current prices, which don't take inflation and de-
preciation of currency into consideration, however, the
second quarter GDP rose 14.7 percent, to YTL 240.87 bil-
lion. The annual figure in current prices amounts to YTL
918.7 billion. The GDP was YTL 25.1 billion in fixed prices
in the second quarter and YTL 103.2 billion annually.

Meanwhile, the 6.6 percent growth rate for the first quarter
of 2008 was revised to 6.7 percent in yesterday's statement,
thus bringing the January-June period number to 4.2 percent.

TurkStat also revised its previously announced
growth results for 2007 GDP figures over 2006. It said
the economy grew in 2007 by 12.6 percent to YTL
853.6 million, whereas in constant prices it climbed to
YTL 101.2 billion, up by 4.6 percent. GDP per capita in
2007 was $9,305 (YTL 12,094), the statement said.
These figures had previously been announced as 12.9
percent GDP growth in current prices to YTL 856.4
billion and 4.5 percent growth in constant prices to
YTL 101 billion. The GDP per capita was $9,333.

Agriculture saw a surprise slowdown in the second
quarter, as did the manufacturing and construction sec-
tors -- key drivers of growth in Turkey. Trade, financial
services and the real estate sector were the main winners.
"This is the worst quarter; future data will be better," said
analyst Emre Tezmen of Tera Securities in Ýstanbul.

Several years of growth rates hovering around 7 percent

came to an end last year when the economy expanded just
4.5 percent, and the government had forecast similar growth
for this year. "The second quarter rise in interest rates, a
strong rise in commodity prices and a global slowdown were
the most important factors for the weak growth," said Fatih
Keresteci, an analyst at HSBC bank. A Reuters poll of econo-
mists predicted the year's growth to come in at 4.16 percent.
"The third quarter will be close to [3.7 percent]," said Finans
Invest chief economist Banu Kývcý Tokalý. "We are still, how-
ever, expecting a revival in the fourth quarter. But that will de-
pend on global markets and government reforms."

The central bank left interest rates -- among the high-
est in the world's emerging markets -- unchanged at 16.75
percent last month. It delivered its first hikes in borrowing
costs since 2006 in May, June and July, but expectations
have swung toward the next move being a cut as concerns
over price pressures ease. Inflation was lower than expect-
ed in August due to a sharp fall in clothing prices, but still
remains more than double the bank's official target.
Meanwhile, Turkey will hold municipal elections next
March, and economists fear the pro-business, pro-reform
government may soften fiscal austerity ahead of polls.
Despite this possibility, the central bank is expected to start
incremental reductions in interest rates starting from
October, as was hinted by the bank when the August infla-
tion came in surprisingly lower than expectations. The lat-
est growth figures just amplified this possibility.

In terms of expenditures, household consumption rose
2.8 percent while state consumption dropped 3.7 percent
in the second quarter. The amount of money spent by the
state for investments declined 16.8 percent, whereas capital
investments by the private sector grew by just 0.6 percent. 

Analysts' growth expectations for the entire year were
modest. Tokalý said the economy will likely grow 3.7 per-
cent for all 2008, estimating that the third quarter will be
more or less similar to the weak second quarter.
However, she said, the last quarter will see a rally in eco-
nomic performance. "But this is dependent on the global
situation and the government's commitment to advanc-
ing with the full EU membership process," she noted.

Keresteci, on the other hand, predicted that the year-
end growth will be more than 4 percent, reaching even 4.2
percent. Although lower than initial targets, these estimates
are still pointing to a better economic performance than the
rest of the world. Almost all economies, even booming
China and India, are experiencing considerable downturns
in their economies compared to previous periods. 

ERCAN BAYSAL ANKARA

Businessmen believe new commitment required
Akfen Holding Chairman Hamdi Akýn:

It has to be seen that the serious
slowdown in almost all sectors
was a result of their interconnect-
edness, especially the construc-
tion business. If the construction
industry grows with new invest-
ments, all other sectors will be af-
fected positively by this. But more
than anything, these figures show

that new excitement is needed. Both politics and the bu-
reaucracy need restructuring. The excitement of the past
years is lost, and the magic seems to have disappeared.

Kayseri Chamber of Industry
Chairman Mustafa Boydak:

Turkey is unfortunately not ad-
dressing the issues it needs to
deal with but, on the contrary, is
expending its energy and steam on
unnecessary controversies and de-
bates. Growth must be the most
significant item on the country's
agenda, but neither the govern-
ment nor the opposition seems to

be taking this issue seriously. The growth numbers have
shown that the closure case has cost Turkey dearly.

Turkish Contractors Union
President Erdal Eren:
The construction sector has been passing through a period of
slowing down for some time, and I can say that we are almost
in the middle of a crisis. The US subprime mortgage crisis that
started in mid-2006 has started to affect the Turkish construc-
tion business as well. With a steep rise in interest rates, real
estate investments have approached the brink of a complete
halt, like home sales. The current monetary policies of the
central bank are affecting the non-financial sectors very nega-
tively and so the bank has to abandon this policy of keeping
the lira overvalued while keeping real interest rates high.

Hyundai Assan Chairman Ali Kibar:
An environment allowing new
investments has to be created
immediately for Turkey to enter
a path of rapid growth again,
but the country is being suffo-
cated with unnecessary contro-
versies. The input costs are
continuing to increase quickly,
with energy prices soaring and
electricity prices climbing. With
these rising costs, it is becom-
ing increasingly hard to compete with China. Manufacturers
don't know what to produce in what amounts. Investors are
giving the cold shoulder to new investments since they don't
know what will happen to energy prices in the near and middle
terms. Besides, there are problems in the European market,
where the Turkish exporters conduct their best trade.

Sanko Holding Chairman
Abdülkadir Konukoðlu:
We need a new growth at-
tempt, and for this both the
government and the business
world have to work hard. The
non-financial sectors are in
big trouble nowadays due to
the overvalued lira. Imports
are rising dramatically to give
signals of alerts as a rise in
imports to overwhelm exports
is causing a contraction in
the economy. To contain the hazardous effects of imports,
Turkey has to initiate ways to handle the production of in-
termediate goods, which constitute more than half of our
total imports, inside the country. Besides, the new incen-
tives package that the government is currently trying to fi-
nalize as a means to boost production and employment
may also be able to cause a new wave of excitement
among industrialists. The government has to act faster as
this package has now gained more urgency.

Several years of growth rates hovering around 7 percent came to an end last year when the economy expanded by just 4.5 percent, and
the government had forecast similar growth for this year. The second quarter rise in interest rates, a strong rise in commodity prices

and a global slowdown were the most important factors for the weak growth, says Fatih Keresteci, an analyst at HSBC bank

Closure case hobbles

Turkýsh economy ýn Q2
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Turkey ranks 25th in terms of the
amount of money spent for research and

development activities and has to increase its
allocations fourfold to be able to enter the top
15, a report by R&D magazine has shown.

The recently released "2008 Global R&D
Report" indicated that despite considerably increas-
ing the amount of funds to support innovation and
technology activities in recent years, Turkey was
unable to place higher on the list. The US topped
the list with a projected $365 billion spared for R&D
activities for all of 2008. China came second after
gearing up its R&D spending by more than 20
percent in 2007 over 2006 and aiming to reach
$217 billion by year-end 2008, increasing R&D
funds by 24 percent over last year. Other nations
in the top 10 list include Japan, Germany, France,
India, the UK, South Korea, Canada and Taiwan.

Explaining the results of the report to the
Anatolia news agency, Technoinvent chair-
man Ruhi Kaykayoðlu said that Turkey's posi-
tion on the global scale may be seen as some-
thing positive. "But considering that Turkey
has the world's 17th largest economy, this
rank is definitely not sufficient," he underlined.

Turkey spent $4.8 billion for research activi-
ties last year. The Netherlands, the 15th nation on
the list, earmarked $13 billion in the same year.

Kaykayoðlu underlined that a R&D law
promulgated in March caused a rise in the aware-
ness of the significance of innovation among
companies and added that they have to give
more emphasis to such activities. He further
pointed to China's soaring R&D budget. "If we
don't take steps immediately, China, a country
that currently frightens us with its cheap products,
will become a nightmare with its patented technol-
ogy as well," he said. Ýstanbul Today's Business with wires

CM Y K

The Energy Market Regulatory Agency
(EPDK) approved a 34 percent hike in the
price of electricity sold by the Turkish

Electricity Trading and Contracting Company
(TETAÞ) and the Turkish Electricity Distribution
Company (TEDAÞ). The hike will go into effect on
Oct. 1, after which consumers will see a 10-15 per-
cent increase in electricity prices. News of the in-
crease dýstressed both industrialists and consumers;
however, the full 34 percent increase would have
been passed on to them, instead of just 15 percent, if
the state was not involved in the electricity genera-
tion business. TEDAÞ purchases electricity from
both TETAÞ, which buys from private electricity
producers at high prices, and the Electricity
Generation Inc. Directorate General (EÜAÞ), which
sells its own electricity at much cheaper prices. 

The electricity from EÜAÞ dramatically reduces

the actual price hikes to consumers since these hikes
affect only the electricity provided by TETAÞ. The
state-run power plants of EÜAÞ in Turkey are large-
ly generating electricity from coal and hydropower
plants, which are not affected by the rising costs of
natural gas. TETAÞ will sell electric power to 20
zones based on the new rate. TETAÞ said the price
hike was due to increases in oil and natural gas
prices in the global market, with oil prices rising al-
most 50 percent since the beginning of the year. 

Meanwhile, the latest price increase will
make Turkey the country with the third most
expensive electricity in the world. The 2007 fig-
ures of the International Energy Agency (IEA)
showed that Italian industrialists were paying
the highest amount at 1 kilowatt-hour (kWh) of
electricity for $0.2. Hungarians came second
with $0.19 per kWh, and Mexico third with $0.148
per kWh. A Turkish consumer pays $0.146 per
kWh of electricity but with the price hike it will

rise to $0.169, bringing Turkey ýnto third place.
The electricity price hike has heightened the lev-

el of anxiety in the Turkish business world, which
was already experiencing difficulties due to rising in-
put costs. Independent Industrialists and
Businessmen's Association (MÜSÝAD) Ankara
branch President Hüdaverdi Çakýr said the electrici-
ty price increase is coming at a very bad time, con-
sidering that Turkish industrialists are losing ground
to their international rivals. He emphasized that the
hike should have been implemented gradually over
the next five years so that customers and enterprises
would not be forced to carry such a heavy burden
all at once. "For instance, a 5 percent increase for
each year would have worked fine," he stated.

Minister of Energy and Commerce Zafer
Çaðlayan also said such a high increase was too
much of a burden on customers. "I would not like to
be in the position of defending these price increases
as a former industrialist," he said, adding that he

was quite displeased upon hearing this news. "Still,
the current price hikes in global energy markets are
affecting the Turkish economy negatively, as well as
those of other countries, and the new electricity tar-
iffs must be evaluated from this perspective," he
added. Hüseyin Üzülmez, vice president of the
Turkish Union of Chambers and Commodity
Exchanges (TOBB), said electricity prices should be
as low as possible so that Turkish industry can com-
pete with global powers. Speaking to the Anatolia
news agency, Üzülmez stated that the recent price
hike will also have a negative effect on the govern-
ment's inflation target and on the projects of many
Turkish enterprises. The Turkish Confederation of
Employers' Unions (TÝSK) noted that the hike
will negatively affect the rate of employment. In a
written statement, TÝSK said such significant in-
creases emerged from the government's inability
to develop a national energy policy and decrease
Turkey's energy dependency on other countries.

Electricity prices heading up again
ÝSMAÝL ALTUNSOY ANKARA

Turkey 25th in
R&D spending

Mehmet Büyükekþi emerged victorious in
the contest for the presidency of the

Turkish Exporters Assembly (TÝM) in its general
assembly meeting two weeks ago, putting an
end to former Chairman Oðuz Satýcý's eight
years of successful leadership. Büyükekþi received
the votes of 201 delegates, whereas the other
candidate, Adnan Dalgakýran, got just 125 votes.

Born in the southeastern province of Gaziantep
in 1961, Büyükekþi graduated from the department
of architecture at Ýstanbul's Yýldýz Technical
University in 1988. He attended business administra-
tion courses at Marmara University and then went to
Britain for business administration and English
courses in 1998. He was previously the TÝM deputy
president, a board member at the Ýstanbul Chamber
Commerce (ÝTO), a board member at Turk
Eximbank, a board member at Turkish Airlines
(THY) and a board member at the Turkish Leather
Foundation (TÜRDEV). He was the president of the
Turkish Association of Shoe Industrialists for six
years and used to run the Association of Leather and
Leather Products Exporters. He is a founder of the
Foundation for Research, Development and Training
in the Turkish Footwear Sector (TASEV), for which
he also served as chairman between 1997 and 2006.

Excitement was running high when TÝM mem-
bers, who have led the way to success in bringing
Turkey's total exports to over $130 billion, gathered
in Ýstanbul to elect their next president after Satýcý,
who was honored by being selected as the assem-
bly's honorary chairman. Ýstanbul Today's Business

Mehmet Büyükekþi
wins in standoff 
for TÝM presidency
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US office furniture orders rose
1 percent in July to $940 mil-
lion compared with a year ear-

lier, but year-to-date orders and ship-
ments are flat, heralding double-digit
declines in 2009, a trade group said.
The Business and Institutional
Furniture Manufacturers Association
said July shipments rose 1 percent to
$930 million, year-over-year. But the
trade group said it expects full-year
orders and shipments to fall 2.4 per-
cent and 3.9 percent, respectively. In
2009, BIFMA is projecting a drop in

both orders and shipments of slightly
more than 10 percent. Demand has
yet to collapse, but it has slowed after
mid-to-high single-digit growth in
2006 and mid-single-digit growth in
2007, Raymond James analyst Budd
Bugatch wrote in a note to clients.

Bugatch has a cautious outlook for
the office furniture industry based on
deterioration in macroeconomic drivers
such as business confidence, corporate
profits and new office construction.
“Despite our concern that industry de-
mand will remain challenged for the

next several months or more, we would
reiterate our belief that any downturn
will not match the magnitude of the
2001-2003 decline,” Bugatch wrote. He
reaffirmed his “outperform” ratings on
Herman Miller Inc and Knoll Inc and
his “market perform” ratings on
Steelcase Inc and HNI Corp.

Steelcase is priced at a modest pre-
mium to its peers, while HNI is ex-
posed to both the lower end of the of-
fice furniture market and the housing
slump, as it also makes hearth prod-
ucts, Bugatch said. “We would remind

investors that due to its exposure to
small business, HNI will likely be the
first among peers to benefit when the
economy begins to recover,” Bugatch
wrote. Herman Miller has lessened its
reliance on the North American office
furniture market by expanding its
health-care business and developing
emerging technologies. Knoll focuses
on higher-end products, which gener-
ate attractive profit margins. BIFMA
compiled its July report from 38 compa-
nies that account for about 75 percent
of the industry’s volume. New York Reuters

Offýce furnýture orders up but slump seen

‘Turkey-IMF program
should aim at increasing
competitive power’

Economy Minister Mehmet Þimþek has said
that Turkey and the International Monetary

Fund (IMF) should agree on an economic program
aimed at increasing Turkey’s competitive power. 

Speaking to the state-run television station
TRT-1, Þimþek said Turkey and the IMF were con-
tinuing their technical dialogue and that post-pro-
gram monitoring and a precautionary stand-by
arrangement were the options that were currently
on the table. “If we cannot make a program aimed
at increasing our competitive power, we can go
on with post-program monitoring,” he explained. 

He said Turkey should continue down its cur-
rent path of reducing inflation to single digits and
ensuring price stability without making conces-
sions. “What we should do is keep the fiscal policy
firm, rehabilitate competitive power with micro-
reforms, lift the obstacles facing competition and
enter a process that will ensure a permanent drop
in inflation,” he said. He noted that the world was
going through a problematic time and that Turkey
has also been affected. He said Turkey’s growth
rate slowed in the second quarter of 2008, adding
that the 1.9 percent growth figure in this period
was the lowest since 2002. He pointed out that
Turkey had grown 4 percent in the first half of the
year, saying he regarded this as reasonable. He
also said Turkey’s growth figures had been affect-
ed by internal and external developments and
that it was not surprising that growth started
slowing down as of the second quarter of the year.

Þimþek stressed that maintaining price sta-
bility and lowering inflation were of the utmost
importance, noting that Turkey should not aban-
don these goals. Acknowledging that the recent
inflation rates had come in high and that this
had sparked many discussions, Þimþek said it
was important to hang on to the current strict
fiscal policy, which he claimed would be effective
enough to solve many of the problems facing
the Turkish economy. Ýstanbul Today’s Zaman with wires

Turkey still lagging 
far behind EU average
GDP per capita

Despite the high growth rates in its econo-
my over the past five years, Turkey’s gross

domestic product (GDP) per capita has made lit-
tle progress toward EU averages in the given period.

According to a recent report by the General
Directorate of EU Affairs, a subdivision of the State
Planning Organization (DPT), the average GDP per
capita of the entire EU, based on purchasing power
parity (PPP), was 2.7 times more than Turkey’s GDP
per capita five years ago. The report claimed that if
current projections prove valid, this difference will
be 2.4 times by year’s end. In 2009, a citizen of the
EU will be 2.3 times richer on average than a Turk.

The report, titled “Economic Developments
in the EU Member and Candidate Countries,”
said the average GDP per capita in the EU was
21,600 euros in 2004, whereas it is estimated to
climb to 25,900 euros by the end of 2008. This
figure is expected to grow to 26,800 euros in
2009. In Turkey on the other hand, the GDP
per capita was 8,100 euros five years ago and it
will have reached 10,900 euros by the end of
2008. Next year it is expected to rise to 11,500 euros.

With respect to the GDP per capita based on
PPP, Luxembourg topped the list as the richest na-
tion in the EU with 68,500 euros as of 2007. It is es-
timated that this country of affluence and prosperi-
ty will retain its place in 2008 with 71,000 euros; as
the second nation, Ireland will follow it with 33,600
euros of GDP per capita. The Netherlands is pre-
dicted to come third with 33,600 euros, and Austria
will be chasing it with 32,500 euros. Sweden
will be slightly behind it with 32,200 euros. 

Of the 27 members of the EU, 14 will have a
GDP per capita below the bloc’s average of 25,900
euros. Bulgarians will take the lowest rank among
all EU nationals with their 10,800 euros of GDP
per capita. That means if Turkey was a member of
the EU, it would place slightly above the poorest
country in the EU. Ankara Today’s Business with wires
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