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This research explores the relationship between the textiles and clothing sector,
represented as a percentage of value added in manufacturing, and GDP per capita
growth (annual %) in Turkey over the period 1981-2023. As a pivotal component of
Turkey's manufacturing industry, the textiles and clothing sector has significantly
contributed to the country's economic development. The study employs the Auto-
regressive Distributed Lag (ARDL) model to examine both the short-run and long-
run dynamics between these variables. The ARDL methodology was selected for its
ability to accommodate variables with different levels of integration, ensuring robust
and reliable findings. The econometric results demonstrate a strong long-term cor-
relation between the value added by the textiles and clothing sector and GDP per
capita growth, indicating that advancements in this sector are integral to Turkey's
economic progress. Diagnostic tests confirmed the stability and reliability of the
model, validating the robustness of the results. These findings underscore the ne-
cessity of strategic investments and policy measures to bolster the textiles and cloth-
ing industry, thereby sustaining economic growth. Prioritizing innovation, techno-
logical advancements, and integration into global value chains can further enhance
the sector's impact on Turkey's long-term economic development.

B uccneoosanuu uzyuaemcs 6K1a0 meKcmunbHol U WiGeHOU RPOMBIULIEHHO-
cmu 6 000a6/1EHHYI0 CHIOUMOCHb 8 00padamuvléarouieii RPOMbIULIEHHOCIU U POCH
BBII na oyuty nacenenus (20006oit %) ¢ Typuuu 3a nepuoo 1981-2023 z2. Aensasce
K/1104e6bIM KOMHOHEHmOoM odpadamuleéaroueii npomovtuiiennocmu Typuyuu, mek-
CMUIbHAA U WIECIIHAA NPOMBIULIEHHOCHb 6HECIA 3HAYUMEIbHbLIL 6KA0 68 IKOHO-
Muyeckoe pazeumue cmpanvl. B uccneoosanuu ucnonvzyemcsa mooenv asmope-
2peccuonnozo pacnpeoenennozo naza (ARDL) ona uzyuenus kaxk kpamkocpounoii,
mMakK u 00120CPOUHON OUHAMUKU UCCTIe0yeMblX nepemennbix. Memooonozus ARDL
evlOpana 3a ee cnocoOHOCMb YUUMBIEAMb NEPEMEHHbLE C PAZTUYHBIMU YPOCHAMU
unmezpayuu, 06ecneuuean Hade HcHvle U 00CmosepHsle pe3yabmamsl. IKOHOMEN -
puyeckue pe3yibmamopl 0eMOHCMPUPYIOM CUTIbHYIO 00J120CPOUHYIO KOPPenayuio
MedHcoy 000a61eHHOII CIOUMOCHbIO MEKCMUIbHOU U WEEHHOU RPOMBIUIEHHOCIU
u pocmom BBII na oywiy nacenenus, umo noouepKueaem HeodX00uMocms cmpa-
mezuuecKux UH8eCMUUUIL U mep NOO0EPHCKU MeKCMUNbHOU U WEEHHOI NPOMbILU-
JIeHHOCIMU 0114 0Oecnedyenus IKOHomuuecko2o pocma. Ilpuopumem unnosayuil,
MEXHON02UYEeCKUX 00CMUNCEHUT U UHMeZPAYUU 6 21100a/1bHble YeNnOYKU CO30aHUs
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Introduction

Numerous studies have focused on the im-
pact of various factors, including scientific and
technological progress, on the development of
the textile industry. While scholars agree on
the importance of innovation, there remains a
lack of consensus regarding the key priorities
for enhancing economic security in business
entities, particularly within the textile sector
[1]. A growing body of literature highlights the
transformative role of nanotechnology in im-
proving traditional production technologies,
suggesting that the adoption of advanced ma-
terials and processes is crucial for sustaining
competitiveness in the global market [2,3].
However, limited research has addressed how
Turkey can effectively leverage technological
innovations to enhance the value-added capac-
ity of its textile industry, a gap this study seeks
to fill.

The textile and clothing industry has long
been a cornerstone of global economies, play-
ing a pivotal role in both industrial develop-
ment and economic growth. In Turkey, this
sector has undergone significant transfor-
mation, evolving from small-scale workshops
in the 1960s to a prominent player in the global
market. The industry is comprised of over
65,000 companies, ranging from small family-
owned businesses to large corporations, each
contributing to the sector’s adaptability and
growth [4]. Despite its ongoing competitive-
ness, the Turkish textile and clothing industry
has experienced a notable decline in the com-
petitiveness of its clothing segment in recent
years. This decline raises crucial questions re-
garding the sustainability of the sector’s role in
Turkey’s economic development, especially in
light of increasing global competition and
rapid technological advancements [5]. Several
scholarly works have examined the relation-

ship between the textile and clothing industry
and economic development in Turkey. These
studies explore the sector’s role in driving eco-
nomic growth, employment, and export perfor-
mance, providing valuable insights into its im-
pact on the overall economic trajectory of the
country. Keane and Velde (2008) [6] examined
the crucial role of the textile and clothing in-
dustries in fostering economic growth and de-
velopment in developing countries, highlight-
ing both their short-term and long-term contri-
butions. While the sector offers immediate
benefits such as income generation, employ-
ment opportunities, and foreign exchange
earnings, its capacity for long-term growth de-
pends largely on the quality and effectiveness
of government policies and institutions that
foster investment and enhance the sector’s dy-
namic potential. Evgeniev and Gereffi (2008)
[7] analyzed industrial and firm upgrading in
the textile and apparel sectors of Turkey and
Bulgaria between 1991 and 2005, employing
interviews, quantitative export value-added
analysis, firm surveys, and Global Value Chain
(GVC) analysis. Their findings indicate that
Turkish firms exhibit greater success in up-
grading across product, process, functional,
and organizational dimensions compared to
their Bulgarian counterparts, while also em-
phasizing the higher dependency of Bulgarian
firms on foreign buyers and intermediaries,
suggesting that without strategic state and
business cooperation, internationalization may
result in a lock-in effect in low-value-added
segments of the GVC.

Several studies have analyzed the develop-
ment of the textile industry in the context of
Russia [8] and Kazakhstan [9], providing vari-
ous examples that highlight the sector’s evolu-
tion and its impact on the economic growth of
these countries. These examinations offer val-
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uable insights into the challenges and opportu-
nities faced by the textile industry in the re-
gion.

Although the textiles and clothing sector
has been historically significant, the long-term
relationship between this sector and economic
growth, particularly in terms of the annual
GDP growth rate, remains insufficiently exam-
ined. Most prior research has concentrated on
short-term effects or specific aspects of the in-
dustry, leaving a gap in understanding the
broader, long-term impact of this sector on
Turkey’s economic trajectory. This study aims
to fill this gap by analyzing the long-run dy-
namics between the textiles and clothing sector
and economic growth in Turkey from 1981 to
2023. The results are expected to contribute to
the existing literature by offering a comprehen-
sive examination of how ad-vancements in the
textiles and clothing industry affect overall
economic growth. In doing so, this research
will provide valuable insights for policymak-
ers and industry stakeholders to enhance the
sector’s role in Turkey’s sustainable economic
development.

Data and Methodology

The data utilized in this study is obtained
from the World Bank, a reliable and reputable
source of global economic indicators. The da-
taset covers the period from 1981 to 2023, en-
compassing critical economic variables that fa-
cilitate an analysis of the relationship between
Turkey’s textile and clothing (T&C) sector and
economic growth. The analysis uses the fol-
lowing key variables:

e GDP per Capita Growth (Annual %) —
GDPPCG as the dependent variable.

e Textiles and Clothing (% of Value
Added in Manufacturing) - TCVAM as the in-
dependent variable.

The TCVAM variable represents the pro-
portion of value added by the textile and cloth-
ing sector within the broader manufacturing
sector, serving as a key indicator of the sector’s
economic contribution to Turkey’s industrial
base. Data for TCVAM was sourced from the
World Bank’s [10] industrial sector statistics,
which detail the textile and clothing sector’s
value added relative to total manufacturing
output.

The graph in Figure 1 illustrates a decrease
in the textile and clothing industry’s share of
manufacturing, alongside fluctuations in GDP
per capita growth, which experienced both ex-
pansion and contraction during the observed
period.
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—— GDP per capita growth (annual %)
Textiles and clothing (% of value added in manufacturing)

Fig. 1

The table 1 provides descriptive statistics
for the variables GDPPCG and TCVAM, de-
rived from a sample of 43 observations. The
distribution of GDPPCG displays negative
skewness, reflecting a longer tail on the left
side, whereas TCVAM demonstrates positive
skewness, indicative of a longer tail on the
right side.

Table 1

Statistic GDPPCG TCVAM
Mean 3.184613 16.54573
Median 4.209876 16.31664
Maximum 10.4294 26.57687
Minimum -7.138251 12.1799
Std. Dev. 4.098452 2.643717
Skewness -0.829754 1.697966
Kurtosis 3.381476 7.460038
Jarque-Bera 5.194919 56.30186
Probability 0.074463 0
Observations 43 43

Data: World Bank

Results

Table 2 presents the covariance and corre-
lation values between the variables, highlight-
ing the relationships and variability between
the variables. The Covariance Matrix shows
that GDPPCG has a covariance of 16.40667
with itself, as expected, since a variable is al-
ways perfectly related to itself. The covariance
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between GDPPCG and TCVAM is 2.334801,
indicating a positive relationship where in-
creases in one variable are associated with in-
creases in the other, though the magnitude is
relatively small compared to their variances.
The Correlation Matrix reveals a perfect posi-
tive correlation of 1.000000 between
GDPPCG and itself and a weak positive corre-
lation of 0.220615 between GDPPCG and
TCVAM, signifying a slight positive relation-
ship but with limited strength.

Table 2
Statistic GDPPCG TCVAM
Covariance 16.40667 6.8267
Correlation 1 0.220615

The Augmented Dickey-Fuller (ADF) [11]
and Phillips-Perron (PP) [12] tests check if a
time series is stationary. Both tests indicate
that GDPPCG is stationary, meaning its statis-
tical properties are constant over time. Table 3
shows that TCVAM, however, is non-station-
ary at the level but becomes stationary after
taking the first difference, suggesting a time-
dependent trend.

Fig. 2 presents the Akaike Information Cri-
terion (AIC) values for various ARDL (Auto-
regressive Distributed Lag) [13] models. The
AIC, a statistical metric for model selection,
identifies the best-fitting model among the
candidates. Lower AIC values signify a better
fit to the data.

Table 3

The Augmented Dickey-Fuller (ADF)

Variable Level 1% Difference
-6.834 Trend
GDPPCG | (0.000%) } and
-2.482 -6.712 Intercept
TCVAM | (0.334) (0.000%)
Phillips-Perron (PP)
Variable Level 1 Difference
-7.956 Trend
GDPPCG | (0.000%) } and
-2.472 -12.187 Intercept
TCVAM | (0.339) (0.000%)
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Table 4 examines the results of the cointe-
gration analysis, indicating an F-statistic value
of 16.55. This finding confirms the existence
of a long-run cointegrating relationship be-
tween GDPPCG and TCVAM. Specifically, a
1% increase in TCVAM s associated with a
0.333% rise in GDP per capita growth.

Table 4
Test Statistic Value Significance | 1(0) 1) Variable Coefficient Std. Error
F-statistic 16.5 10% 3.02 3.51 TCVAM 0.333 2.218
k 1 5% 3.62 4.16 C -2.336 3.661

The diagnostic tests for serial correlation
and heteroskedasticity, as reported in Table 5,
demonstrate that the model is correctly speci-
fied. The lack of these problems ensures that
the estimated coefficients are dependable and
can be effectively utilized for inference and
forecasting.

The graphs in Figure 3, depicting the
CUSUM and CUSUM of Squares plots, are
employed to evaluate the stability of the
model. Both plots remain within the 5% signif-
icance bounds, signifying that the model is sta-
ble and reliable for forecasting purposes.

Table 5

Test

Statistic p-value

Breusch-Godfrey Serial Correlation LM Test

F-statistic: 0.407

Prob. F(2,37): 0.668

Obs*R-squared: 0.905

Prob. Chi-Square(2): 0.635

Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic: 0.380

Prob. F(2,39): 0.685

Obs*R-squared: 0.804

Prob. Chi-Square(2): 0.668

Scaled explained SS: 0.825

Prob. Chi-Square(2): 0.661
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To strengthen the textiles and clothing sec-
tor's contribution to economic growth, policy-
makers should focus on fostering innovation
and the adoption of advanced technologies to
boost productivity and operational efficiency.
Enhancing the sector's integration into global
value chains through trade liberalization and
strategic collaborations can broaden market
opportunities and enhance competitiveness.
Investing in workforce training and skill devel-
opment is crucial for adapting to modern man-
ufacturing processes and responding to evolve-
ing market needs. Furthermore, encouraging
sustainable practices and environmentally
friendly production methods will not only
align with global sustainability trends but also
enhance the sector's long-term value creation
potential.

Conclusion

The results of this study highlight the sig-
nificant role of the textiles and clothing sector
in Turkey's economic growth, particularly its
effect on GDP per capita growth. The econo-
metric analysis utilizing the ARDL model
demonstrates a robust long-term cointegrating
relationship between the textiles and clothing
sector, represented by its value added in man-
ufacturing (TCVAM), and GDP per capita

growth (GDPPCG). The cointegration analysis
reveals compelling evidence, with an F-statis-
tic value of 16.55, affirming the stability of this
long-run relationship. Notably, the analysis
shows that a 1% increase in TCVAM corre-
sponds to a 0.333% increase in GDP per capita
growth, underscoring the sector's pivotal influ-
ence on Turkey's economic development tra-
jectory.

These outcomes underscore the necessity
of implementing targeted policy interventions
to strengthen the productivity and value-added
potential of the textiles and clothing industry.
Prioritizing investments in innovation, ad-
vanced technologies, and workforce develop-
ment will be essential to maintaining and en-
hancing this sector's economic contributions.
Furthermore, increasing integration into global
value chains can improve the industry's com-
petitiveness and expand its market reach. Poli-
cymakers and stakeholders should focus on
fostering the growth of this sector as a strategic
driver of sustainable economic development in
Turkey, given its demonstrated capacity to
support long-term macroeconomic growth.
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