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EXECUTIVE SUMMARY


The economic downturn in the EU in the last years has negatively affected foreign
direct investments and trade performance of Turkey. The FDI inflows have
deteriorated, and Turkey has diversified its trade markets to third countries in view of the
contraction of the EU domestic demand. Yet, such diversification has meant that the structure
of Turkish exports has tended towards more low-value added products matching the
purchasing power of less sophisticated consumer markets in the Middle East and Africa. This
may be in contradiction with Turkey‘s industrial strategy priorities which aims to make Turkey
a production base in medium to high technology products in Eurasia. In terms of its
aspirations on transition to high value added products, Turkey can benefit from expanding its
trade and investments relations with the EU.



The economic crisis, on the other hand, has affected several European countries
such as Spain, Italy, Portugal, Ireland and Greece leading to financial instability and negative
growth rates accompanied with structural problems affecting productivity and competitiveness.
However, the economic crisis might bring forward opportunities for foreign
investors in terms of price advantages, on the assumption that the economy will recover.
Moreover, diversification of export and import markets and increasing the
connectivity of companies with different international clients and suppliers is an
effective tool to avert risks created in crisis-prone domestic markets. In particular,
crisis-struck EU countries such as Spain, Italy Portugal, Ireland, and Greece can benefit from
better trade and investment relations with Turkey which has higher growth prospects, a
widening domestic market, and a solid financial infrastructure. Greece, Bulgaria and
Romania are in the immediate neighbourhood of Turkey, and this is providing clear
logistical advantages for enhanced trade and investment relations between the
parties with positive spill-over effects for the region. Romania is already a popular
destination for Turkish investments. In a nutshell, for both crisis-struck and
neighbouring Member States, there could be a case for increased economic
benefits/potential primarily based on the opportunities offered on the path to
recovery after economic slowdown, and on the gains of economic integration due
to geographical proximity. Croatia, on the other hand, joined the EU recently and is now a
part of the Customs Union with Turkey. Thus it is worth considering the potential of this new
trade relationship as well.



This study, as requested by the EU Delegation in Ankara, focuses on the assessment of
bilateral trade and investment relations between the EU8 (Bulgaria, Croatia,
Greece, Ireland, Italy, Portugal, Romania, Spain) and Turkey in order to provide
recommendations for businesses and policy makers. It is organised in two separate
parts as trade and investment by taking into account a main common theme: the world
trade, investment and production are increasingly organized around Global Value
Chains (GVCs). Participation in GVCs, be it through trade or FDI, is increasingly
considered to be a measure of competitiveness based on the recent work of
international organizations such as the OECD, WTO and UNCTAD with also a mandate in this
context from the G20. Thus, a country is considered competitive if it has a capacity to join
xv
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GVCs, or if it has a capacity to remain part of the GVCs, or if it has a capacity to move up
within the GVC.


Our assessment reveals that while Turkey‘s trade and investment relations are rather
advanced with countries such as Italy and Spain, there is still an important and unexploited
potential with countries like Ireland and Portugal. Although investment relations with Greece
and Romania are rather well-developed, the trade dimension is lagging behind, focusing on
basic goods with limited participation in more sophisticated supply chains. Croatia's
membership in the EU and joining of the Customs Union with Turkey presents a new window
of opportunity both in investment and trade where investments have already accelerated by
major Turkish outflows towards the tourism, financial services and energy sector in the recent
years. Bulgaria, due to its geographical advantage, can also become a good trade and
investment partner for Turkey. Yet, its economic (financial services) and technological basis
needs to develop further in order to exploit the full potential.



On the overall, our empirical analysis shows that trade of Turkey with EU8 is more
dynamic than with the whole of the EU, confirming upright potential for this
economic partnership. Although smaller in volume, the most dynamic trade partners are
Croatia, Bulgaria, Ireland, Romania and Spain. Turkey is a booming market for all the EU8
countries, with a long-term import growth rate of 15% or more. Analysing the trade in volume,
one observes a high stability of the hierarchy of the partner countries between 1991 and 2012,
despite changing economic conjunctures. For both exports and imports, Italy leads, followed
by Spain and Romania; while Greece and Bulgaria remain quasi-equivalent. Turkish exports to
the EU8 dropped severely, as hit by the crisis after 2007 (a total of -22.7 % against -2% for
EU 28), whereas the EU8 countries managed to remain competitive by increasing their market
shares in Turkey even more significantly than the whole EU28, a total of +41% against
+27.6%, as an adjustment strategy to the crisis. Yet, there is a certain recovery in sight
regarding Turkey's exports to countries such as Italy, Spain and Bulgaria. The high value
added content of Turkish imports, and mostly of intermediate goods, particularly from those
countries in terms better performing in technology, is in itself positive for Turkey as these help
transforming the Turkish manufacturing base.



The study reveals that the following value chains resisted the most to the crisis in
Turkey-EU8 trade: chemicals, textile, equipment, and vehicles. Hence, these resilient
sectors offer significant potential in terms of taking advantage of their improved
competitiveness in the post-crisis period. The study further analysed four subsectors within
this perspective: artificial resins and plastics, iron and steel, general machinery and road
vehicles due to their higher share in trade and higher intra-sector pattern offering good
potential for integration into value chain.



Accordingly, one can identify for Turkey two different ways of entering GVCs vis-àvis trade. First, the deep intra-firm vertical specialization as with Italy provides the best way
for sustainable trade, for technology transfers and for enhancing the technological level of
exports. The second pattern, as observed with Portugal and Romania, is based on intra-branch
trade and cooperation: the partners sell each other assembled cars and parts, without deep
industry cooperation. This is positive for value added and technology content of the trade, but
xvi
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the technology transfers are low. This pattern should be considered as intermediate or
preliminary. Another way of entering value chains is shown by plastics, and iron and steel
products. Here the vertical sharing of the supply chain is guided by the value added content:
Turkey is specialized in the low value added segments and imports high value added
segments: the trade pattern is thus highly unbalanced. The point is to assess the potential
dynamics of the intra-sectoral participation of Turkey in these value chains in intermediate
goods.


In terms of FDI, the sectoral distribution of investments varies in terms of GVC
participation according to individual country in question, although there are a number
of sectors that overlap with the GVCs in trade such as chemicals, and vehicles, the majority of
the sectors do not overlap as the conventional wisdom would predict. This is partially because
the trade assessment does not cover the services sector which has a growing importance for
trade and particularly for FDI both for EU8 and Turkey. The study also highlights that energy
sector is also another promising window of opportunity for the EU8 and Turkey in terms of
FDI which will further increase its importance through the recently-announced Trans- Adriatic
Pipeline. The sectoral distribution of GVC participation of individual EU8 countries
and Turkey both for trade and investment in detail within the study.



The study also provides a SWOT analysis for inward and outward FDI for Turkey and
EU8 as a block based on the results of the field interviews with individual businesses.
Majority of the existing EU8 investors perceive several strengths and opportunities
in investing in Turkey. While these all cover a large spectrum, the weight and
significance of these advantages vary across the invested sectors due to sectoral
characteristics. For example, in financial services the ICT infrastructure and R&D capabilities
in Turkey came to forefront together with skilled workforce. In niche sectors, participation in
sectoral clusters is highlighted more, especially from view point of SME internationalization.
There are also interesting cases in mining sector, which further created cross-sectoral
spillovers in investments. In the manufacturing sector, next to market expansion, a strong
motive is to enhance the already existing product value chains. On the overall, Turkey is
perceived as a recommended investment hub by the existing investors due to
several strengths and opportunities it offers.



For Turkish businesses investing in the EU8, the motives behind investment and
the weight adhered to advantages cover a large spectrum and also vary across
sectors like the EU8 counterparts. However, the main theme is market seeking FDI in
most of the cases, followed by efficiency seeking FDI. Entry into EU8 markets usually mean for
Turkish investors increasing their market potential towards the EU market as a whole, while
acquisitions in manufacturing sector, for example, are geared to technology transfers. Brand
acquisition emerges also as a strong trend with a view to enhance market expansion.
Majority of the Turkish investors see Euro crisis as a window of opportunity for
investing in the EU8 countries, most notably, in Italy and Spain. Investments in services
sector have begun to emerge as a strong trend for the new member Croatia as well as Greece.



The EU remains Turkey's modernising workshop whereby integration into GVCs in
terms of input and output relations takes the most sophisticated forms as also
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demonstrated by the inspiring stories in the investment section such as the Spanish
Inditex (Zara) in the textiles sector, the Italian Eldor in the automotive sector, the Spanish
BBVA in financial services sector or the Greek Plastika Kritis in chemicals among several
others. There are similar Turkish outward-venturing stories of FDI such as Form Düğme,
acquiring and moving an entire plant with staff from Italy into Turkey or the Turkish
Alvimedica, medical devices producer, acquiring the Italian CID in order to further expand into
global markets involving considerable size of technology transfer. We provide ample
evidence from concrete business cases with reference to EU8 countries and Turkey
that the economic integration continues despite the difficulties encountered in
Turkey's accession process.


From the field interviews with foreign investors in Turkey, examples such as the work permits
bureaucracy for international staff, and the obligation to employ 5 local staff in return for 1
international staff come across as a pressing issue that needs to be addressed. This is related
to the liberalisation of services in Turkey as well, also an Acquis chapter in the accession
negotiations with the EU. The customs regulations, red tape and long administrative
procedures are also serving as obstacles. Several companies feel obliged to hire many
administrative staff to sort out these transactions which create unforeseen costs. Turkish
investors in EU8 also complain about red tape and bureaucracy. It is worth noting that Turkey
is performing worse than Ireland, Greece, Italy, Spain, Romania in the FDI Regulatory
Restrictiveness Index of OECD (2012) although still close to the OECD average. According to
the Doing Business Index (2013), Turkey is performing better than Greece and Croatia, almost
at par with Italy and Romania, yet lagging behind Ireland, Portugal, Spain and Bulgaria.



As a common ground, however, for both inward FDI from EU8 to Turkey and
outwards FDI from Turkey to EU8 all the interviewed businesses recommend
investing in the respective countries, while also emphasizing the future potential.



The study is concluded by provision of two sets of recommendations geared
towards trade and investment chapters for policy makers and businesses. The
recommendations for the trade chapter, which tries to answer how to increase TurkeyEU8 trade, mainly focus on partnerships, participation in regional clusters, focusing on
niches for further industry co-operation and intra-firm specialization, increasing
the value added content of Turkish exports by engaging in services in high value
added sectors and facilitating technology accumulation first through short-term
actions pending the efforts on national R&D capacity and co-operating on third
markets In addition, removing trade asymmetries is also underlined by taking into account
the claims of barriers to trade from both parties.



As for the recommendations for the investment part, it is suggested that the
complementarities between the EU8 and Turkey needs to be exploited for creation of a winwin case through participation in the Global Value Chains (GVCs) be it sectoral or product
driven. The recommendations of the FDI part is twofold as: institutional and policy
recommendations.
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On the policy side; alignment of individual country industrial policies with the
changing global trends regarding global value chains: The parameters for businesses
and FDI determinants are changing across the world within individual countries with the
emergence and increasing significance of GVCs. Consequently, this awareness is also leading
to redefinition of industrial policies across the world and in the European Union, changing the
parameters of policy making. Turkey as a candidate country should also change its parameters
of industrial policy making in line with these emerging trends to create win-win case between
itself and the EU8. Both EU8 and Turkey should run an efficiency audit of covering
their competitiveness, innovation, investment, trade and SME policies to emerge as
winners in global value chain participation.



Smart specialization through smart targeting is presented as an effective policy for
investment promotion; however, this is not enough. Networking and prioritization of
networking of IPAs and businesses in international context are to be channelled to local
clusters to sustain present and potential investments. Sectoral Networks between
international and local actors of the targeted sector would also benefit SME
internationalization and sectoral clusters simultaneously while increasing bilateral
volumes of FDI. SME internationalization is an important issue vis-à-vis foreign
direct investment together with sectoral clusters. Both EU8 and Turkey should create
policy tools to exploit the potential of SME internationalization.



The business environment (enabling environment for FDI) should be further improved
to meet the needs of investors both in Turkey and the EU8. In terms of investment
promotion, the governments need to create efficient enabling environment, and
reduce obstacles to investments. This means also strengthening other policies such as
social policy, intellectual property, SMEs, etc. to be synchronized with IPAs and their
operational framework.



On the institutional front; there are recommendations towards the investment promotion
agencies (IPAs); IPAs should have the authority to provide incentives to potential
investors such as exempting big investors from red tape in the aftermath of FDI. Aftercare in
FDI should not be optional but a standard practice, thus necessary institutional context for
follow ups should be created. This is because, in terms of doing business indicators the EU8
and Turkey form similar business approaches towards investors and the aftercare for FDI is
hardly taken into account on the policy side or is very limited.



Further, the economy and trade sections of Member States‘ missions should be strengthened
in facilitating FDI. Structures like bilateral business councils of DEIK in Turkey should become
best practice norm in enhancement of bilateral investment processes. Branding, image building
efforts should be accelerated through IPAs and business organizations to enhance awareness
raising on bilateral investment possibilities between EU8 and Turkey. Branding, image
building efforts should be accelerated through IPAs and business organizations to enhance
awareness raising on bilateral investment possibilities between EU8 and Turkey.
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1.

INTRODUCTION

1.1

WHY THIS STUDY HAS BEEN CONDUCTED?

In a globalized world, the interconnectedness of countries and their economies are increasing.
Both trade and foreign direct investment (FDI) are significant components of globalization
process whereby through internationalization production processes are increasingly scattered
across the world, next to global trade and business facilitation, financial flows and portfolio
investments.
Simultaneously, a more demanding competitiveness notion is emerging replacing the
conventional understanding of competitiveness. Debates abound regarding a new international
economic order in both developed and developing countries, while creation of new institutional
frameworks and enforcement of new policies constitute the present realities on part of businesses
and the governments. These recent global economic trends in return require new answers in the
shape of becoming part of global value chains or upgrading in them through both trade and FDI
which facilitate R&D, technology and know-how transfer, sustainable growth among others. On
the sectoral front, while the manufacturing is continuing its prevalence, services sector is
acceleratedly coming to the forefront especially with reference to global value chains.
Internationalization of small and medium sized enterprises (SMEs) is also increasingly becoming
an important issue within the changing global economic order, next to large scale business
activities of transnational corporations (TNCs) across the world. The facilitation of economic
linkages through SMEs in global value chains is gaining momentum.
The European Union and its member states are not immune to these global trends, and the EU as
a major global economic player has a considerable place in global trade as well as the global
investment environment. Turkey, on the other hand, a candidate country to the EU with also
Customs Union Agreement as of 1996, is a fast growing dynamic economy. Due to its proximity
and candidate position, it is a significant economic partner for several individual EU member
states in trade. As a most recent trend, Turkish businesses have also begun to be an emerging
investment partner for EU businesses with outward FDI accelerating towards the EU member
states.
Within this context, the current study aims to explore future possibilities of enhancing economic
cooperation between a selected group of EU Member States and Turkey, more specifically,
identification of value chains between Turkey and the crisis-struck EU member states as well as
neighbouring ones through the mediums of trade and FDI.

1.2

OBJECTIVES AND OVERVIEW OF METHODOLOGICAL FRAMEWORK

Main objective of the study is to analyse the bilateral trade and investment relations between
Italy, Spain, Portugal, Ireland, Bulgaria, Romania, Croatia and Turkey both at business and policy
level1 on a comparative basis.
This analysis is made up of several components as described below whereby also complementary
methodological tools have been employed as part of a holistic approach to attain the main
objective through:
1

This study builds on a previous study conducted back in 2010: EU-Turkey Economic Integration, Success and Potential.
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Provision of a general overview of trade and FDI relations between the EU, EU member states
and Turkey under coming sections of trade and FDI respectively to provide a benchmark for
the assessment of the 8 EU member states‘ position in terms of bilateral trade and FDI
relations with Turkey.



Mapping of the bilateral trade and investment environment between the focus group of EU8
and Turkey on comparative basis through;
- sectoral assessment of bilateral trade relations
- provision of an overview of determinants of bilateral FDI between EU8 and Turkey
- identifying existing and potential value chains in trade and FDI between the EU8 and a
Turkey s catalysts for bilaterally strengthened economic relations
- focusing also on SMEs and their significance for internationalization of business in line
with the EU agenda with reference to FDI and global value chains.



Identifying the business case for FDI - and trade where relevant - through also interviews of
the business world with a view to present food for thought regarding how new business
interactions may appear and succeed between Turkey and the EU member states, and how
present or potential challenges could be turned into windows of opportunity consequently;



Identifying best practices of individual firms engaged in FDI;



FDI facilitation; mapping the existing bilateral institutional structures between the business
circles in EU8 and Turkey; evaluating the effectiveness of these structures for business
facilitation.



An assessment of the policy framework with reference to FDI facilitation between EU8 and
Turkey; a comparison of institutional and policy determinants of FDI in the EU8 and Turkey
including the role of investment promotion agencies.



Recommendations for possible way forward in bilateral trade and FDI between the EU8 and
Turkey.

The overall methodological framework of this assessment is developed in line with the
individual components of the overall study.
On the trade front, the data from UN Comtrade database has been used to examine the trade
relations between EU8 and Turkey. This database provides consistent time series data enabling
meaningful statistical analysis and therefore chosen for the purposes of this study. The
methodology of the trade part is further detailed in Section 2 in parallel with the findings of the
trade part of the study and in Annex 2, thus it is not further elaborated upon here.
On the FDI front, collection of consistent and statistically meaningful data has been a major
challenge. There can be gaps in the FDI statistics available from the home and host countries on
the FDI. Even the data of international organizations like UNCTAD, OECD and IMF could have
slight discrepancies if not regarding the trend or results of data but on the gravity according to
empirical studies conducted recently. Thus generally one of the most challenging tasks in any FDI
assessment is consistent data collecting and modelling. Second, this is a broad study in range
covering several aspects of FDI thus one methodological size does not fit all the components per

2

2

se.2 The construction of the business case for FDI, for example, requires quantitative data
assessment and qualitative assessment simultaneously; while policy framework requires analysis
of legal and regulatory framework.
For quantitative analysis, descriptive statistics, and where relevant time series analysis has been
the medium of assessment as the main data analysed covers the years 2002-2012 and where
available for 2013. For qualitative analysis interview questionnaires and also field interviews have
been employed and results have been assessed with a view to bring forth the business case for
both FDI and trade.

1.3

WHO CAN BENEFIT FROM THIS STUDY? AND, HOW?

As it is mentioned above, the study has been made of different components serving a holistic
approach. However, each section of the study can be read separately by the readers as well
depending on their interest on its different aspects; namely, data assessment and sectoral value
chains, business context, institutional and policy context as well as final recommendations for a
possible way ahead. The study is organized in a way to benefit a wide spectrum of stakeholders
from businessmen to policy makers as well as the SMEs, and other relevant institutions. At the
end of each section a brief summary of the relevant findings are presented for the convenience of
the readers as well.
Accordingly, this section continues with a brief introductory note on global value chains in trade
and FDI which constitutes the main framework of assessment for this study and it will be further
detailed in subsequent sections, with emphasis on Section 3.
Section 2 below presents the assessment of bilateral trade relations between EU8 and Turkey
with a view to provide a broad sectoral assessment of existing and potential value chains in
relation to trade and this section comprehensively depends on different academic frameworks of
trade and value chain analysis from a variety of methodological perspectives.
Section 3 on the FDI provides a multidimensional analysis in its own right. It presents FDI within
the framework of global value chains (GVCs hereinafter) as a strong emerging global trend. Then,
the place of EU member states and Turkey in the GVCs is presented according to the most recent
OECD index. Next, the position of the EU member states is provided in relation to the global
competitiveness index, whereby the focus group of EU8 and Turkey are brought into closer
perspective. Global Competitiveness Index of World Economic Forum is methodologically a
significant tool because its subcomponents contain the enabling environment related data for FDI
as well as the GVCs. This is followed by the assessment of EU member states and Turkey within
the context of the Doing Business Index, the subcomponents of which serve as a benchmark for
assessing investment climate in individual countries across the world. Both of these indices are
2

On the overall, for this study more than 1287 written sources on different aspects of trade and FDI are reviewed from both
academic and business sources (given the short period of time to complete the study this also constitutes a record level of research);
all the international (UNCTAD, OECD, IMF, World Bank (IFC), EUROSTAT), and national databases are explored covering the
focus groups of EU8, including central banks of the EU member states and the European Central Bank; followed by Vale Centre,
WEF, IMD, and other similar international institutions and their research and data are examined. Next to these, the individual
embassies of the EU8 has been sent questionnaires, also 6 of them are field-interviewed (Italy, Spain, Portugal, Greece, Croatia,
Bulgaria). Among the Turkish side of institutions, Ministry of Economy and reports of Turkish Economic Counselors in the
individual member states, Foreign Economic Relations Board, TURKSTAT, Central Bank of Turkey, International Investors’
Association of Turkey, and TEPAV have been explored. Moreover, newspaper archives of leading newspapers have also been
analyzed both in Turkey and elsewhere for researching further on the business case of the bilateral FDI relations. For the business
case of the FDI, individual firms have been contacted and interviewed. For the policy and institutional framework, individual EU8
investment agencies have been interviewed. Thus given the number and diversity of source material and the institutions contacted
for this specific assessment, obviously “one size fits all” methodology is not possible to pursue.
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internationally recognized as measures of GVC performance thus they are significant for the
purposes of this study. Section 3 of the study on the FDI continues with an overview of the FDI
flows and stocks of the EU8 and Turkey to serve as a comparative background to bilateral
assessment of FDI between the individual EU8 countries and Turkey. The bilateral FDI situation
between each member state and Turkey is presented in line with the available data at hand also
with brief information on the GVC participations of individual countries to provide a general
sectoral outlook. In this context, the results of the survey conducted by the team and the
meetings held in the Embassies of individual EU member states have been useful on the overall.
The rest of the data vacuum is filled in with data of UNCTAD covering the years 2002-2013, data
of Ministry of Economy (obtained originally from Central Bank of Turkey), Central Banks of the
individual EU8 countries as well as other sources such as the 2013 Ernst and Young Surveys for
Europe and Turkey among several others. While the data problem has been the main obstacle
before sound econometric and game theoretical modelling of the FDI assessment, still statistical
assessments could be made with the available data both in terms of volume and mapping of
leading sectors in FDI.
While assessing the bilateral FDI relations, the conventional wisdom regarding motivational
factors driving companies for undertaking different types of FDI is engaged as a complementary
framework next to GVC assessment: Resource seeking FDI; Market seeking FDI; Efficiency
seeking FDI; Strategic asset seeking FDI. However, these factors are not enough alone to assess
the FDI relations since they do not take into account the investment environment, in other words,
the institutional and policy framework of the countries in general. Thus the investment
environment is dealt as a separate heading as the Section 5 of the current study on FDI to
complete the analysis following assessment of bilateral FDI relations based on the above
mentioned four factors, including also the business case of the FDI presented in Section 4.
Section 4 is a presentation of the business case for FDI – and where relevant for trade - with
reference to the individual EU8 and Turkey based on field and email interviews as well as the
analysis of the business news sources related to the FDI through exploration of newspaper
archives covering the years 2002-2013. The section begins with the position of Europe in global
investment environment from view point of business leaders based on an EIU study. Further, the
business case for FDI is provided in order to present the best practices and also to compare
experiences of businesses in the FDI process. This section ends with a SWOT analysis of the
current situation of the business case for FDI in order to provide future recommendations for
businesses.
As mentioned previously, Section 5 is a presentation of the investment climate in the individual
EU8 countries and Turkey, divided into two parts as institutional and policy frameworks. While
presenting these frameworks two significant indicators are employed to provide a benchmark of
implementation for the policy and institutional frameworks. Namely, business impact of FDI rules
(a subcomponent of GCI) and OECD FDI Restrictiveness Index across several years are engaged
in. Moreover, the EU perspective from within in terms of FDI, competitiveness and
internationalization of the SMEs is put forth among other issues.
Finally, Section 6 presents main conclusions and recommendations. Moreover, it identifies the
future path ahead in both bilateral trade and FDI. Annexes, divided according to each section of
the present study provide more specific data and figures on individual EU8 countries and Turkey
for further interest. Within its current content and format, this study is meant to serve the
interests of a wide spectrum of stakeholders who, we believe, will benefit from both individual
parts separately as well as the overall study.
4

4

Prior to presentation of relevant sections on bilateral trade and FDI relations, the next section
provides the main framework of the study as a background to the current assessments thus
placing the significance of value chain approach and analysis in context. Value chain analysis,
participation of individual countries in global value chains, sectoral outlook, and more significantly
internationalization of SMEs will be the recurring theme of this study throughout.

1.4 BACKGROUND TO ASSESSMENT: GLOBAL VALUE CHAINS,
INTERNATIONALIZATION OF SMES, TRADE AND FDI WITHIN EU8 AND TURKEY
CONTEXT
Value chain and further the term global value chain (hereinafter GVC) has been the rising trend
across the globe through the globalization process. However, in essence value chain is not a new
phenomenon. Previously it existed under the term ―commodity chain‖ which, in the past two
decades, has been widely replaced by the value chain terminology. In its most simple definition, a
value chain is the term which covers the whole spectrum of activities for a product or service
from its very beginning until its reach to the final consumer. Thus it is made up of several
components, in other words, it is a chain of fragmented production covering both manufacturing
and services as a whole.
World trade, investment and production are increasingly organized around GVCs.
Globalization enables multi-country production location choices, mainly through the activities of
the TNCs. Among the key drivers of the multi-country location choices for business it is possible
to name differences in production costs, competitiveness drivers, social and environmental
conditions as well as geographic and cultural proximity among others. Thus production takes
place in local, national, regional and global scale due to a variety of reasons. This locational
choice behind the production processes, or rather drivers of multi-country production lead to
global supply chains which over the course of time, through business interactions of firms and
economic transactions of the countries create different value chains. Simultaneously, these value
chains have different stages of development, some of them are long developed and some are
newly developing. Regardless of the complexity of the value chains, they are called ―global‖ if
their activities are carried out on a global scale.
Consequently, the GVCs stem from certain basic characteristics of global economy. First
among these characteristics is the interconnectedness of the economies. For example, more than
half of global manufacturing imports are intermediate goods and more than 70 per cent of the
global services imports are intermediate services.3 Such a global environment is conducive for the
emergence of the GVCs per se. Second characteristic is that today most of the goods and services
are ―Made in the World‖ instead of ―Made in Country X, Y or Z‖ in essence with different
specializations across the production chain. A third significant characteristic is the new
competitiveness drivers of the global economy. Within the framework of GVCs, both trade and
growth depend on efficient sourcing of inputs abroad as well as on the access to final producers
and consumers. This is also when FDI becomes more important than ever in the global context.
Fourth, GVCs enforce the need for access to foreign markets as well as access to knowledge as
being in a GVC also means to be in a changing dynamic environment whereby the place of a
country or firm can change over time if not adjusted in line with the dynamism inherent to GVCs
and global economic conditions. Finally, the GVCs have led to redefinition of trade, investment,
innovation and labour policies across the globe with wider policy implications. Thus in the current
3

See further OECD, 2013 on the topic.
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global outlook it is extremely important to understand the pros and cons of GVCs in order to
enhance their positive effect on economic performance of countries and firms, especially the
SMEs, alike.
The new global trade and investment patterns across the world highlight the
emergence of GVCs as a new measure as well as a means of enhancing
competitiveness thus replacing the old paradigms of economic development and
growth, SMEs, trade, and investment simultaneously. It is possible to identify four major
paradigm changes in this context in relation to global change management process of
competitiveness. The first one relates to the strategic shift of focus from countries to businesses
and GVCs, which requires integrated framework for both trade and investment focusing on core
competences that would place the country in question in the GVCs while facilitating businesses,
especially the reinforcement of internationalization of the SMEs. Second relates to change
management process regarding the overall economic framework which replaces conventional
industrial policy of initiating domestic value chains with a view to compete globally which not only
takes a long period of time but also achieving success is never guaranteed. Moreover, in the age
of globalization, the countries and businesses are in constant flux, and they are not in isolation
from other parts of the world. Thus the conventional approach is now considered
outdated, and an efficiency audit of economic performance is required, and
immediately, especially during the times of crisis and more preferably before such crises. Thus
the third issue points out what is needed most, which is to secure a place in the fast lane of the
GVCs, and segmenting specialization across sectors and different value chains. This is how most
competitive supply of business and economic functions can be attained both by countries and
businesses. However, it is important also to note that it is not only the traditional manufacturing
sector which will be under this efficiency audit, services sector is becoming as important and
perhaps even more important with the emergence of the GVCs. This is simply because an
efficient and competitive manufacturing sector requires also an efficient support mechanism
through several types of services that are offered, next to skilled workforce and innovation
processes. Consequently, there is a need for a change management process for relevant
economic assets on part of the countries. The global competition is getting increasingly vertical;
firms can be both source and the competitor for key inputs. In this framework, the GVCs
constitute the main venue of all types of transfers, be it technology, capital, value-added services,
etc. Not all these can be available at the same time domestically but mostly available in the global
scene. Therefore, neither for firms nor for countries it is possible to be competitive and efficient
without interacting with global production processes and markets, i.e. use of intermediary
products for a country‘s or a firm‘s exports. Finally, the last major paradigm change relates to the
change in conventional barriers of protectionism in trade and other policies. Such a change would
reduce the cost of trade; facilitate business and investments, strengthen the position of SMEs if it
is realized through the efficiency audit of the economy and the businesses as such. And this study
is partially aiming at facilitating such awareness on these issues. On-going investment
liberalization and promotion schemes on part of the countries are also in line with this global
trend. There are even further efforts to bring forth a common international investment framework
to sustain the efforts of the individual countries.
The participation in GVCs is increasingly considered to be a measure of
competitiveness due to work of international organizations such as the OECD, WTO
and UNCTAD. Thus a country is considered competitive if it has a capacity to join GVCs, or if it
has a capacity to remain part of the GVCs, or if it has a capacity to move up within the GVC. The
GVCs have an input – output structure due its very nature, as a result measurement of
6

6

participation in GVCs is usually done through statistical calculation of the input-output tables on
part of the countries. Three issues are main importance in this context, also in relation to the
present study; measurement of participation of a country or an industry to GVCs, the length of
GVCs, and the distance to final demand, that is, to final consumers. The participation into GVCs
entails taking into account the size of a country / economy as well as its proximity to final
consumer markets. Smaller countries tend to participate into GVCs in a higher rate than those
bigger ones, because big countries have generally necessary resources to produce domestic
inputs without depending on imports, while smaller countries usually have not such a possibility.
For example, Turkey‘s participation to GVCs is around 40 per cent as a middle-sized country both
backward and forward. Regarding the length of GVCs, GVC participation index is usually not
helpful since it does not identify the individual phases of production in a given chain. Therefore,
the actual fragmentation of the production process needs to be identified, which constitutes the
measure for the length of a GVC. As a rule of thumb, it is possible to identify five major
sectors with highest fragmentation such as; telecommunications equipment, motor
vehicles, basic metals, electrical machinery and textiles, while services have usually
shorter value chains with the exception to the rule for transport and logistics sectors.
This is also in line with the findings of the current study on both trade and FDI which will be
presented in detail in the upcoming sections. As the third issue, determining the position of a
country in the GVC becomes possible once the length of the GVC is defined as upstream (near to
initial process of production) or downstream (towards the end of the value chain process)
depending on the specialization and the nature of fragmentation for a given sector. The examples
to these will be provided further within this study with reference to EU8 and Turkey both in terms
of trade and FDI assessments, providing a clearer picture.
Performance of countries next to their measured participation in GVCs can also be
done through other means. Among the leading performance measures the following can be
cited; Doing Business Index, Logistics Performance Index, Global Competitiveness Index, and
Trade Enabling Index. Two of these indices have been used in relation to assessment of FDI and
GVCs for the EU8 and Turkey in Section 3 below. One important issue regarding the performance
of participation in GVCs is that the GVCs can also be regional and do not need to be global. This
is mainly because trade integrated regions have more potential to attract trade and FDI from the
lead firms of GVCs as a strategic hub, for example. In this context, the EU is, therefore, very
attractive in terms of being a hub for GVCs, and likewise Turkey is a significant present and
potential hub due to its proximity to several regions and regional markets.
Briefly, as competitiveness and openness facilitate both trade and investment, which
then facilitate growth, GVCs have become a focal point of this chain of results. This is
especially true for facilitating stronger business opportunities for SMEs going beyond conventional
comparative advantages towards creation of higher value added for a given industry or economy.
Thus internationalization of SMEs could potentially create the economic linkage to
value addition within the framework of GVCs; however, this should be done with care
as there are power and information asymmetries in the GVCs which require
supportive policies in order to even up the SMEs. This issue will be addressed further in
both FDI part of this study, in Section 3, as well as the policy and institutional assessment part,
that is, Section 5.
The Section 5 on the assessment of institutional and policy context in this study will also be
attempting to answer a variety of questions regarding public policy towards
participation in GVCs, SME internationalization and beyond vis-à-vis trade and FDI. In
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this context, the possible questions are what kind of role for any public policy, if any, in terms of
joining GVCs? How to strategically position a country in a GVC as such that potential spillovers of
GVCs are maximized? How to use the strategic assets in GVCs to facilitate the internationalization
of SMEs? How to become crisis resilient country or firm through participation in GVCs? These
questions are among the very first questions to be asked and attempted to be replied. In other
words, as much as the participation in the GVC, its governance is equally important and this
requires a thorough assessment as well as a matching strategy as such.
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2.

BILATERAL TRADE RELATIONS BETWEEN EU8 AND TURKEY

2.1

INTRODUCTION

This section first presents an overview of economic relations between the EU and Turkey in
relation to main issue areas, followed by a brief methodological presentation which will be
recurrent throughout this section. Then, it introduces an overview of trade relations between
Turkey and the EU, followed by a detailed analysis of trade relations between the EU8 and Turkey
with a view to identify sectors of good performance where current and future relations would
offer further opportunities for both sides with particular emphasis in medium to high technology
industrial products and services. Such an analysis is geared to enabling a selection of some
leading sectors, or in other words, the sectoral value chains with a view to strengthen economic
relations between the two sides. The rationale behind the objectives of this section is in line with
the overall objectives of the current study. Briefly, an analysis of recent dynamics of EU8 and
Turkey trade relations will be presented on one hand through the sectors and subsectors in which
the EU demand declined and/or the Turkish supply lost competitiveness, and, on the other hand
where the Turkish demand is increasing and/or the EU supply is more competitive. Regional
proximity and existing Customs Union process are clearly among the factors of trade integration
and the dynamic Turkish market can help the EU countries in crisis in many ways. Moreover,
trade diversification and links with TNCs can be instrumental in prevention of future crises.
Consequently, the higher technological know-how of the EU countries will benefit Turkey as well.
A value-chain approach, as described in Section 1.4 above, will help the EU8 countries to reach
Turkey‘s third markets while supporting possible upgrading of both sides in the GVCs eventually.

2.2

AN OVERVIEW OF ECONOMIC ISSUES BETWEEN EU AND TURKEY

This subsection presents a brief review of economic literature in order to facilitate identification of
main issues associated with bilateral economic relations between EU and Turkey prior to detailed
assessment of trade, investment, and value chains in the coming sections.
a. The steps of economic development in Turkey: An initial observation to note is that in a
relatively short period of time, Turkey experienced several major shifts in economic
development strategies that reflected in differentiation of its trade and FDI profiles. Following
a long period under an import substitution regime, Turkey switched to an export-led growth
model in the early 1980s that was followed by trade liberalization. Since then, the country‘s
volume of trade has steadily increased. The share of Turkish exports in world trade increased
from 0.36 per cent in 1980–1990 to 0.44 per cent in 1991–2000, and then to 0.60 per cent in
2001–2005.4 In this framework, the performance of Turkish exports after 1980 can be
classified in four sub-periods:
 Traditional exports policies in early-to-mid 1980s: a rapid fall in prices and a gradual rise
in real exports were observed due to the export promoting policies based on the
depreciation of the Turkish lira (TL) and the export subsidies. Export goods were mainly
commodity (agri-food products) and labour intensive (textiles) with imports of semifinished products and equipment.
 Structural changes and Customs Union in 1987–2001: represents a period of gradual
capital account liberalization in Turkey during which TL appreciated in real terms as a
result of an increase in capital inflows. The prospect of Turkey–EU Customs Union (CU)
signed in 1995 was then considered by Turkey as an intermediate step towards
4

Aydın et al., 2007 in Saygılı and Saygılı, 2011.
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membership into the Union, and several traders and investors developed a new strategy
towards Turkey thus anchoring Turkey in the EU system as a place for production
offshoring and outsourcing. The profile of flows shifted progressively towards intra-branch
trade. The appreciation of TL, in return, slowed down the growth rate of exports during
this period, but incoming FDI stabilized after 1988, and until 2000 at higher but still
moderate level of USD 1 billion annually.
Economic stabilisation and exports boom in 2001-2007: Turkish policymakers initiated an
extensive reform program under IMF supervision, aimed at reducing public deficit,
reforming the banking sector, implementing a floating exchange rate regime, and
decreasing the inflation rate to single digits in the post-2001 period. As the Turkish
economy struggled to cope with the post-2001 crisis era, average yearly growth rate of
Turkish exports has reached 20.9%, which is registered as the highest in recent Turkish
economic history, fuelled by competitive disinflation and technology transfers stemming
from FDI. Stimulated by economic stabilisation and new dynamics of exports, a new wave
of incoming FDI mainly from the EU, started in 2001, jumped to USD 10 billion in 2005,
and in 2006-2008 at ca. USD 20 billion. Here it should be noted that from a longer-term
exports and growth perspective, Turkey needs to attract greenfield investments, especially
in the manufacturing sector.
Resilience of the Turkish economy in 2007-2012: with the crisis Turkish economy
contracted in 2008 and 2009, and then rebounded, pulled by domestic demand since
2010 and new foreign markets. Between June 2009 and June 2010, Turkish economy
created 1,500,000 jobs.5 The resilience to crisis is explained by a robust macroeconomic
framework, high interbank liquidities with low interest rate, international confidence, and
good reactivity of business in cutting costs and finding new markets. A new era of Turkish
economy has opened with high FDI flows from the EU and elsewhere, next to standing
intra-industry trade flows with the EU anchoring the two sides together each year deeper.

b. Gravity studies and the geo-strategic position of Turkey: Gravity models analyse the intensity
of observed bilateral trade compared with a computed model taking into consideration the
GDP and distance of the economies. If the existing trade is higher than the model, it means
that there is a ―special‖ economic integration between the parties due to history or special
trade policies. If the observed trade is below the model values, it means that there is a
―natural‖ potential for further integration. A first calculation made through 1967-2001 data
shows that on the one hand Turkish trade with CIS and (partly) with Mediterranean countries
‗‗overshoot‘‘ the predictions of the gravity model, and on the other hand, trade between
Turkey and the EU is simply what geography and economic size would predict. 6 Arguably,
Turkey plays the role of a ‗‗trade platform‘‘ in the context of the Wider Europe,
connecting Mediterranean and CIS countries and the enlarged European Union.
Another study made of 1990-2005 trade data shows that if Turkey‘s trade with EU12 is at a
fairly good level, when comparing the ―normal‖ trade potential case with the ‗EU + Euro‘ case,
trade potential could increase by 40%.7 This is a substantial level of increased trade which
could bring several benefits to the Turkish economy. Biggest trade potentials are with Greece,
Finland, Portugal and Austria and also with already existing good trade relations with
Germany, Spain, Italy, France and the Benelux countries. Here it should be noted that FDI
5

See Bard, 2013.
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7
See Özdeser and Ertaç, 2010.
6
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could reveal deeper integration processes although FDI flows should also generate trade
flows.
c. Changing structure of Turkey‘s exports and the issue of import content of exports: All analysts
underline quick changes in the commodity structure of Turkey reflecting the intensity of
development process. Trade reforms of the 1980s and 1990s, as well as Turkey–EU Customs
Union seemed to have changed the commodity composition of Turkish trade. After the crisis
and structural adjustment process of 1994-2001, Turkey started to export fewer relatively
labour intensive traditional commodities, and increased the exports of relatively capitalintensive commodities such as other processed textile products, nuclear reactors, boilers,
machinery, mechanical textile products, and road vehicles. An increasing trend in the share of
exports of iron and steel, electrical machinery and equipment, which are considered as
capital-intensive commodities, started before the 1994 crises.8 Moreover, acceleration in
global competition and trade liberalization increases division of labour among nations that
results in cross country import dependence through vertical specialization of the production
process. In a highly integrated world economy, traditional export promoting strategies
actually become inefficient because exports performances depend more on imports and
foreign inputs.
The recent import content of Turkish exports is broadly commented in the literature. Analysis
of a long time series data from 1982 to 2011 reveals that Turkey is both an exporter and
importer of intermediate goods. Turkish exports are affected by imports, which indicate the
import dependency of Turkish exports.9 This phenomenon is connected with the global
opening of Turkish economy and with the effects of the Customs Union on the exports. As
domestic firms adopted the rules of the Customs Union, domestic production started to
become more outward oriented. As real exports increase, a sharp parallel rise has been
observed in imports since 2001. Arguably, Turkish export performance became highly
dependent on imports during this period, as is also the case with the new EU members. 10 One
reaches the same conclusion by examining the implementation of an inward processing
regime in Turkey that allowed Turkish firms to import tariff-free intermediate commodities if
they produced final goods for foreign markets. A more detailed analysis shows that imports of
intermediate and capital goods per unit of exports had an increasing trend before the 1996
Customs Union, while they decreased with the Customs Union in 1996. This trend remained
until the financial and currency crisis in 2001, and is correlated to the real appreciation of the
TL during 1997–1999 period. With the reform and stabilization policies, the ratio began an
increasing trend again as of 2001. The most recent study also confirmed this view.11 Most of
Turkey‘s exports are manufactured goods. One of the most significant characteristics of the
manufacturing industry is its dependence on imported intermediary goods. According to the
Import Map of Turkey prepared by the Ministry of Economy, imported component of Turkish
manufacturing industry was 43% for 2011. The most dependent sectors are fertilizers (72%),
iron and steel (69%), chemicals (56%), other metals and products (51%) and motor vehicles
(51%). This trend can be explained by the global economic liberalization since 1980 with
increased shares of exported products, and increased interdependence of national economies.
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d. The competitiveness and technological level of Turkish exports: An econometric analysis was
conducted examining the changes in major Turkish exports destined to the EU market, and
the determinants of competitiveness for the period 1987–2006.12 In this method,
competitiveness of Turkish products is examined vis-à-vis its competitors in the EU market.
The results show that Turkey‘s competitive position has improved in textiles, iron
and steel and automotive exports, and deteriorated in technologically more
advanced manufacturing exports in 1987-2006. The major determinants of this
competitive position are found to be ―real‖ factors, such as productivity rather
than price related factors. The observation is the same in the services. Strong comparative
advantages exist for Turkey in 2010 for construction, tourism and transportation sectors, but
finance, insurance, communication and IT sectors appear to be weaker compared to the EU.13
In assessing competitiveness by the performance of exports, Turkish exports have performed
well on average over the last decade.
When observing the increase of intra-industry trade of Turkey with the EU, the question
arises in relation to technological level of this trade.14 The results show that industries with
high levels of intra-industry trade tend to be refined manufactured goods, such as vehicles,
electrical machinery and equipment, machinery, mechanical appliances. On the other hand,
industries with very little intra-industry trade for Turkey are typically labour-intensive products
such as cotton, cotton yarn, cotton fabric, and man-made staple fibres. This study shows that
Turkey‘s external trade with the European Union is significantly of the intraindustry type especially after the Customs Union agreement with the EU which
came in to effect in January 1996. This result is, at the same time, parallel to Turkey‘s
trade with the rest of the world. On the other hand, even though the EU is main trading
partner, Turkey‘s share of intra-industry trade in total trade is lower with the European Union
than with the rest of the world for the entire period. However, economic integration with
European Union has changed production structure of Turkey towards the EU‘s industrial base.
As a result of this, Turkey‘s intra-industry trade is increasingly transforming from low
technology product groups to high technology industries. The widespread IT usage in Turkey
increased the trade volume through high productivity rates in domestic economy.15 Behind IT,
as any other technology, there are highly qualified skills. Skill enhancing is the other side of
technological accumulation. Researchers showed evidence on the relationship between trade
openness, technology adoption, and the relative demand for skilled labour in the Turkish
manufacturing sector, using firm-level data over the period 1980–2001.16 It emerges that R&D
expenditures are positively and significantly related to skill upgrading. This result supports
skill-biased technological change argument in the case of a middle-income country such as
Turkey. Moreover, firm-level analysis reveals a positive impact of technological transfer from
abroad, foreign ownership and exporting status on the demand for skills, highlighting the role
of increasing international openness in fostering skill upgrading within firms. Those firms
belonging to the sectors experiencing rapid increase in the share of inputs imported from
industrialised countries also experience a higher increase in the labour cost share of skilled
workers.
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High import content of exports becomes a problem when the share of added-value is low.
Actually, the share of domestic value-added of those industries that generate value added
above TL 1 billion was 5.5% in GDP for 2011.17 Almost 38% of the exports are of medium-and
high-technology goods, which Turkey increasingly needs in its export basket due to
international competitive pressures coming from countries with lower cost structures for
manufacturing of low-technology goods. Currently, 58% of Turkish exports are lowtechnology goods. The addition of new export markets contributes more to the increase of
exports in low technology goods than medium and high technology goods. Although
market diversification helps, Turkey is better off continuing to export medium and
high-tech goods to the EU countries.
e. Vertical specialisation and the value-chains: The key challenge of the Turkish economy is to
increase the value-added of its exports and to increase the technological level of its
production. Technology is always connected with high value-added, but the opposite is not
always true. For example, in the world of automotive value-chains, highest value-added
segments are related to production design which is high-tech, and marketing and distribution
which are low-medium tech segments. The solution of Turkey is to integrate into global
production channels.18 The transformation of Turkish economy and its trade structure are
similar to that of other emerging market economies. Although the share of vertical
specialization in trade is still relatively low compared to other emerging economies, Turkey
was able to increase its share by more than 60% in 1995-2005. Changes in not only
regarding the firms‘ competition strategies but also in the sectoral composition of exports
resulted in the increase in vertical specialization in Turkish trade. Trade liberalization in
the 1980s and 1990s that allowed Turkey to increase business contacts with world
production networks, resulted in shifting resources from traditional sectors such
as textiles and agriculture towards the non-traditional high-technology intensive
sectors such as transport vehicles and consumer electronics. In this respect, it is not
a coincidence that the expanding sectors of the 1990s and 2000s are the ones that perfectly
suit production fragmentation and global supply chains.19 These aforementioned hightechnology intensive sectors are also the ones that were successful during the so-called crisis
era of Turkey (1994–2001) and became the engine of Turkish economic growth.
f.

The issue of free-trade agreements (FTAs): According to Article 16 of the EU-Turkey Customs
Union (Decision 1/95), Turkey is obliged to progressively align itself with the common
external tariff, including the preferential agreements. Turkey has to negotiate agreements on
a mutually advantageous basis with the EU‘s FTA partners. However, this requirement poses
significant challenges for Turkey especially when the EU signed an FTA with the competitors
of Turkey such as South Korea or the countries that refuse to negotiate an FTA such as
Algeria. Once the EU and Turkey have the same FTAs, joint access to third markets
will increase the mutual benefits of integrated production segments of both EU
and Turkey.

g. Facilitation of technology transfers: Most R&D activities in Turkey are an adaptation of new
processes and products. The realisation of technology transfers is the critical condition of
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production and the export performance of Turkey.20 Currently, main types of technology
transfers to Turkey channel through a foreign firm to a Turkish company or an existing
subsidiary, or by the purchase of patents. Trade remained the main channel of
technology transfers to Turkey that can thus be tracked in the import of
equipment. However, even with favourable trade policies, the FDI appears to be
the future optimal channel for technology transfers and accumulation of
technologies.
h. New economic growth dynamics: After years of instability, Turkish economy embarked in
2001 on a dynamic economic course. Turkey has managed to maintain and stabilize
the openness of its economy despite the global crises. However, this stabilization
has occurred at the relatively low level of 25% in comparison with some emerging and
developed economies, as represented by Germany where 50% of its GDP is accounted for by
exports, 31% for China, 29% for Italy, and 52% for South Korea in 2011.
Figure 2.1: The Increasing Opening of the Turkish Economy: 1991 – 2011

* ((export+import)/2) / GDP ; export, import and GDP: current prices
(Source: UN Comtrade; for GDP: The National Accounts Main Aggregates Database http://unstats.un.org)

A growing structural trade deficit: Growth has become unbalanced with the boom in
domestic demand in the recent years; strong imports have outpaced exports –
reaching USD 240 billion in 2011, compared to exports of USD 134 billion. The official Turkish
Export Strategy for 2023 aims to reverse this trend and envisages an export volume of USD
500 billion, roughly quadrupling the 2011 volume, in the next 10 years.21 Achieving this goal
would require a GDP growth rate of 8% per year, much higher than the average achieved
over the last decade.

i.

Figure 2.2: Exports and Imports of Turkey 2001-2012, USD Billion

(Source: Turkey: Key Facts on Turkey's Economy – May 2013 ukti.gov.uk)
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2.3

MAIN FEATURES OF TURKISH TRADE WITH THE EU

2.3.1

The geographic composition of Turkey‘s trade and the EU

In absolute values, trade of Turkey with the world is multiplied by 20 within twenty years. The
dynamics of the EU trade with Turkey indicates the same trend until 2004.
Table 2.1: Trade of Turkey with the World and the EU28
Partners
1991
2001
2007
2012

WORLD
EU28
EXPORT (USD billion)
13.6
7.6
31.3
17.8
107.3
61.7
152.3
60.4

EU/WORLD*
EXPORT(%)
55.9
56.9
57.5
39.7

WORLD
EU28
EU/WORLD*
IMPORT (USD billion)
IMPORT(%)
22.9
10.8
47.2
41.4
19.8
47.8
170.1
70.7
41.2
236.5
87.7
37.1
*The trade of Turkey with EU as a share of total trade of Turkey. (Source: UN Comtrade)

After 2004, the EU share dropped below 40% in 2012. However, until 2008, global trade of
Turkey is still increasing; after 2008, it is hit by the crisis. That means that after 2004 the EU
trade with Turkey is affected by the crisis in the EU and by strong competitors such
as Russia, China, Iran, Ukraine, Gulf countries, South Korea, Singapore,
Mercosur and Canada. In 2012, main import partners of Turkey are as follows: EU27 37.1%,
Russia 10.3%, China 8.2%, USA 5.4%, Iran 4.6%, India 2.3% and South Korea 2.2%. The main
export partners of Turkey are: EU27 39.7%, Iraq 5.4%, Iran 5%, UAE 4.1%, Russia 3.3%, USA
2.8% and Saudi Arabia and Egypt 1.8%. In 2012, Turkey represents respectively 2.7% and 4.5%
of the total imports and exports of the EU.22 A detailed analysis of Turkey‘s trade by EU shows
that volume of trade in the stagnation period (1991-2001) is mainly directed towards Turkey‘s
traditional partners: Germany, France and UK, Netherland and Belgium. From the EU8 partners,
Italy ranks second, followed by Spain and Romania, and further by Greece and Bulgaria. During
the take-off and the crisis periods, this ranking remains stable. The EU8 countries represent
every year the half of the top ten partners of Turkey, with a trend to improve this ranking
for EU exports as indicated in the figures below based on UN Comtrade data.
Figure 2.3: Export and Import of Turkey with EU28 Countries in Volume, USD Billion

22

Eurostat figures.
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The EU8 countries resisted better to competition and the share remains stable between 10% and
20% of total trade. After 2008, the EU8 countries performed better with decreasing
export share of Turkey, and increasing share of imports towards Turkey.
Table 2.2: Annual Growth Rate of Turkey‘s trade 1991-2012
Exports
Imports
World
12.2%
12.21%
EU28
10.4%
10.91%
Total EU8
11.82%
12.37%
Bulgaria
15.89%
15.25%
Croatia*
21.39%
26.88%
Greece
11.48%
19.99%
Ireland
14.83%
15.29%
Italy
9.37%
9.88%
Portugal
11.79%
18.50%
Romania
16.28%
14.21%
Spain
13.99%
14.98%
(Source: UN Comtrade) *Croatia since 1992

Figure 2.4: Average Annual Growth Rate of Turkey‘s Exports and Import with the
EU8 1991-2012 (%)

(Source: UN Comtrade)

When considering the whole period, trade of Turkey with the EU8 countries is more
dynamic than with the EU27, and as dynamic as with the whole world. Although smaller
in volume, the most dynamic trade partners are Croatia, Bulgaria, Ireland, Romania and
Spain. Turkey is a booming market for all the EU8 countries, with a long-term import
growth rate of 15% or more. With 10%, only Italy has an import growth rate lower than the
EU average; however, Italy is the most important partner in volume, twice more than Spain. For
Turkish exports, Croatia, Romania, Bulgaria and Ireland have 15% or more long-term growth
rate.
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Figure 2.5: Trade Dynamics of Turkey with the EU8 Countries, USD Billion
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Analysing the trade in volume of Turkey with the EU8 countries, one observes a high stability of
hierarchy for the partner countries between 1991 and 2012, despite changing economic
conjunctures. For both exports and imports, Italy leads, followed by Spain and
Romania; while Greece and Bulgaria remain quasi-equivalent. Ireland, Portugal and
Croatia are 10 times less than Spain, and 20 times less than Italy. It should be noted
that Italy and Spain are top partners of Turkey for trade and for FDI as well, showing that with
the EU8 these two types of economic relations go together. Another feature is that trade follows
economic weight of countries, except Greece that is under-represented. This reveals that trade
between Turkey and Greece has a potential of further development.


Analysis for the period 2007-2012
Table 2.3: Trade of Turkey in the recent crisis, USD Billion (Source: UN Comtrade)
EXPORTS

2007

2012

2012/2007 %

EU8

21,6

16,7

-22,7

2012

2012/2007 %

30,6

41

EU28
World
IMPORTS
EU8
EU28
World

61,7

60,4

107,3

152,5

68,7

87,7

2007
21,7

170,1

236,5

-2,0
42,2

27,6
39,1

In the current time of crisis, Turkish trade with the world, and imports from the EU28 and the
EU8 keep increasing while Turkish exports to the EU28 and the EU8 are slowing down. The
impact of the crisis on Europe is much stronger than on Turkey than the rest of the world. With
reference to the EU8 countries, Turkish exports dropped severely, as severely as they
are hit by crisis (a total of -22.7 % against -2% for EU28), whereas the EU8 countries
managed, however, to be competitive in order to increase their market shares in
Turkey even more significantly than the whole EU28, a total of +41% against
+27.6%.
1717

The figures hereafter show the average growth rate in 2007-2012. For Turkish exports, all the
EU8 countries have negative rates. It is in Ireland, Croatia, Greece and Romania that Turkey lost
the most. For the EU8 exports, Turkish market represented a solution for neighbouring Greece
(yearly +30%) and Croatia (+22%), followed by Portugal (+10%), and Bulgaria, Spain and Italy
with + 6% to-7%. Only Romania and Ireland did not manage to increase their market shares.
Figure 2.6: Exports and Imports of Turkey with EU28 Countries (Annual Growth %)

(Source: UN Comtrade)

Since 2000, foreign trade of Turkey became as dynamic as other emerging countries. The EU is by
far the first trading partner of Turkey from 1991 to 2004 with a stable share of about 50%. After
2004, the crisis in Europe decreased below 40% in favour of competitor markets of neighbouring
Asian countries. The EU8, however, managed to adapt to the crisis, and kept dynamic trade flows to
Turkey. In turn, Turkey lost market shares with the EU8.

2.3.2. The Commodity Structure of the Foreign Trade of Turkey

For the period 1991-2012, commodity structure of the total exports of Turkey is dominated by
three main categories of goods:
 Intermediate goods ≈29% of total exports (SITC 6)
 Machinery and transport equipment ≈25% of total exports (SITC 7)
 Manufactured articles ≈20.7% of total exports (SITC 8)
The commodity profile of import side of Turkey is more diversified:
 Machinery and transport equipment ≈30.3% of total import
 Intermediate goods ≈17% of total import
 Mineral fuels
 Chemicals ≈13.2% of total import
 Other commodities (gold)
This trade commodity structure is typical of countries with intermediate development level,
buying equipment and related intermediate goods and selling less technological equipment and
goods to less developed third countries (Middle East and CIS).
18

18

According to HSBC analysts, the sector of infrastructure (goods for infrastructure and
investment equipment) is highly promising given the demand of equipment for
growth in the developing world. 23
Equipment for Growth

“The investment countries are making in infrastructure is phenomenal and provides a huge
opportunity for businesses looking to grow and develop. Turkey has a relatively good infrastructure
system but it needs to develop its transport and communications and energy network further, which
would result in a steady increase in demand for goods for infrastructure. In 2013, just under 42% of
Turkey’s goods imports will be infrastructure-related; by 2030, we expect this share to have risen to
around 48%, reflecting strong investment in infrastructure over the next 20 years. Industrial
machinery will contribute more than a quarter of the increase in Turkish imports from 2016 to 2030,
while transport equipment will contribute another 13% over the same period. Around a third of
Turkey’s exports are infrastructure-related, reflecting Turkey’s strong position in global markets for
industrial machinery, iron and steel, enabling Turkey to capitalize on strong demand for these goods
from the Middle East” (Source: HSBC Global Connections Report, October 2013).
2.3.3 Comparison of commodity structures of trade with the EU and with the world
The comparison of structures of both the world and the EU trade of Turkey according to the 10
main SITC sectors allows following observations:






Commodities structures of the exports of Turkey towards the EU28 and globally are very
similar. The main difference is a higher share of equipment (SITC 7) and manufactured
goods (SITC 8) in the exports of Turkey to the EU28.
As for the imports of Turkey, the share of equipment (SITC 7), and chemicals (SITC 5)
imported from the EU28 is higher, as well as the share of fuels imported from outside the
EU28 (SITC 3).
The intra-branch profile of the EU trade with Turkey is apparent for equipment since the
end of 1990‘s, and for manufactured goods.

This comparison shows that Turkey is selling to the EU high value-added equipment and
chemicals, and is selling outside the EU less technological equipment and manufactured goods.
With the EU, imports from Turkey have the same profile during the whole period and with
individual EU countries: about 40% of equipment, 20% of chemicals and 20% of intermediate
goods. Thus the EU is the main workshop that is modernizing the Turkish economy. As
for equipment, main suppliers are Germany (20% among EU for the branch), Italy and France
(10%) and Spain and UK (5%). The exports of Turkey are the same for all the EU countries:
equipment, intermediate goods, and manufactured articles. The most striking change is the
increasing share of equipment in the Turkish exports to the EU, from 10% in 1996 to
35% in 2012. Since 2004, equipment is the first sector in the Turkish exports to the
EU which is an unusual situation. Further analysis will explain this phenomenon.
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Infrastructure refers to transport, communication and energy.

19
19

Figure 2.7: Exports and Imports of Turkey by Sector with the World

Figure 2.8: Exports and Imports of Turkey by Sector with the EU28

(Source: UN Comtrade)

A more precise understanding of the trade of Turkey requires shifting the analysis to the 70
subsectors as below.
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Figure 2.9: Top 20 Subsectors in Turkey‘s Import from EU, 2007-2012, USD Billion

Figure 2.10: Top 20 Subsectors in Turkey‘s Exports to the EU, 2007-2012, USD Billion

(Source: UN Comtrade)

The import figures reveal the dynamic markets of Turkey during the crisis. There is
almost no change between the take-off period of 2001-2007 and the period of
economic crisis, 2007-2012; 8 out of 9 equipment sub-sectors: road vehicles, electric
machinery, general machinery, power generating machinery, specialised machinery,
telecommunications, other transport equipment and office machines; 6 intermediate goods and
chemicals: iron and steel, nonferrous metals, textile, yarn and paper, organic chemicals and
artificial resins and plastics; only 2 consumer goods: medicines and other manufactured articles,
and raw materials: oil, metal ores and scrap. Hence, Turkey continued importing almost
the same basket of products.
21
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The exports side shows the commodities where Turkey succeeded in being
competitive despite the crisis: 7 equipment with road vehicles in first rank; 7
intermediate goods and chemicals, 2 consumer goods: clothing accessories and 3 raw
products: oil, cereals and vegetables and fruits.
The profile of foreign trade is typically investment and production goods, especially for imports.
Moreover, three goods are of similar importance in imports and exports, revealing
intra-branch trade: road vehicles, iron and steel, and machinery.
Commodity profile of Turkish trade is that of a country with industry basis and mainly focused on
its modernisation. Infrastructures is the dominant mega sector, benefiting from the EU inputs for
Turkey’s modernization, and aiming also at meeting the huge demand of developing countries.
The EU will continue to provide Turkey with the technologies and high-quality production goods,
but this flow is not one-sided: for iron and steel, road vehicles and machinery heavy trade flows
exist for both imports and exports, revealing intra-industry trade with vertical specialisation.
Machinery and transport is for historical time the first export sector of the EU to Turkey with 40%
of the export. Since 2004, it has become the first export sector of Turkey to the EU with a share of
30%.

2.4

BRIEF METHODOLOGY OF CURRENT TRADE ASSESSMENT

For analysing the performance and potential of bilateral trade relations between the EU8 and
Turkey four main tools are used: Trade volume analysis; Crisis analysis; Revealed Comparative
Advantages (RCA) analysis; and the identificaion of the techological level of the countries. The
synthesis of four rankings used in addressing the technologial level gives following ascending
sequence, where Bulgaria is lowest and Ireland highest (see Annex 2) Bulgaria, Romania –
Turkey – Croatia, Greece, Portugal – Spain – Italy – Ireland. The rationale of this ranking is not to
have an accurate measurement of the technological level of the countries, but to have qualitative
benchmarks for discussing the trade performances of Turkey with the EU8. The methods for
assessing the performances and the potential of trade flows can also be presented as below to
provide the framework of analysis regarding the two pillars of performance and potential:

Performance
Potential

2.5

Trade Matrix
+

Crisis Analysis
+
+

RCA Index
+
+

Technological level
+

TRADE PROFILES OF TURKEY WITH THE EU8 AS A WHOLE

The leading sectors of Turkey's exports to the EU8 are vehicles and equipment (35.6% in
2007 and 30% in 2012), intermediate goods (32.1% and 28.6%), and manufactured goods
(14.6% and 19.9%). The leading sectors of Turkey's imports from the EU8 are vehicles
and equipment (33.6% in 2007 and 28.6% in 2012), intermediate goods (25.6% and 18.5%),
chemicals (17.8% and 14%) and fuels (6.8% and 21.8%).
Main Turkish exports products over the 2007-2012 period are: road vehicles, apparel and
clothing, textile yarn, iron and steel, electric apparatus and vegetable and fruits. Main Turkish
import products are gasoline, road vehicles, iron and steel, general machinery, resins and
plastics and specialized machinery.
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2.5.1. Imports of Turkey from EU8
The focus given here is on the performances of the EU8 in the Turkish market during trade
take-off in 2001-2007, and then, in the crisis period of 2007-2012. The analysis of the Turkish
imports from the EU8 during trade take-off in 2001-2007 reveals a commodity structure very
similar to that of imports from the EU28:








Road vehicles: is in the first place in 2001-2007
5 investment goods: machinery
6 intermediate goods: iron and steel, textile yarn, organic chemicals, non-ferrous metals and
paper
3 high or medium value-added chemical products: artificial resins and plastic materials,
medicines and pharmaceutical products, and chemical materials
1 fuel: petroleum
2 raw materials: metal ore and scrap, and textile fibres
2 manufactured articles: miscellaneous, and clothing accessories
Figure 2.11: Top 20 Subsectors in Turkey‘s Imports from the EU8 in Average Value, 2001-2007,
USD million
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Figure 2.12: Top 20 Subsectors in Turkey‘s Imports from the EU8 in Average Value 2007-2012,
USD million

(Source: UN Comtrade)

2.5.2. Exports of Turkey to the EU8
The focus is on the performances of Turkey in the EU8 market during trade take-off in 20012007, and then in the crisis time 2007-2012. The analysis of Turkish exports to the EU8 during
trade take-off in 2001-2007 reveals a commodity structure apparently rather similar with imports:








Road vehicles: is still n°1 in 2001-2007, with higher turn-over than in import
6 investment goods, with much lower values than in import
6 intermediate goods: textile yarn, iron and steel, mineral manufactures, non-ferrous
metals, manufactures of metal and
3 high value-added chemical products: artificial resins and plastic materials, medicines and
pharmaceutical product , and chemical materials
1 fuel: petroleum
4 raw materials: metal ore and scrap, crude fertilizers and minerals, textile fibres and
vegetables and fruits
3 manufactured articles: miscellaneous and clothing accessories and sanitary, plumbing,
heating and lighting.

Except road vehicles, main difference with the reverse flow is that rankings and volumes of high
value-added products are low, and those of raw materials, intermediate goods and low valueadded manufactured goods are higher.
It is also striking to observe how important intra-branch trade is: road vehicles for
1.3 and 2.2 USD billion in imports and exports of Turkey, respectively; iron and steel
for 1.1 and 1.3 USD billion; textile yarn 0.7 and 1.3 USD billion; and electric
machinery 0.5 and 0.5 USD billion. The existence of vertical specialisations is to be checked
further.
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Between 2007 and 2012, analysis of Turkish exports to the EU8 reveals a commodity structure
very similar to that of former period. The top six commodities are the same: road vehicles,
clothing accessories, textile yarn, iron and steel, vegetables and fruit, and electric
machinery. There is no important item that would disappear, but the volumes are relatively
lower.
Figure 2.13: Top 20 Subsectors in Turkey‘s Exports to EU8 in Average Value 2001-2007,
USD Million

Figure 2.14: Top 20 Subsectors in EU8 Imports from Turkey in Average Value 2007 - 2012,
USD Million

(Source: UN Comtrade)
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2.6

TRADE MATRIX BETWEEN TURKEY AND THE EU8

Tables below detail the composition of trade between individual the EU8 countries and Turkey.
The main question raised is how individual countries are participating in general in
the EU8 trade, and in the evolutions observed regarding the crisis period, the
contraction of the EU8 imports, and expansion of Turkish imports.
2.6.1

Exports of Turkey

78% of Turkish exports to the EU8 countries focus on three sectors: intermediate goods (SITC 6),
equipment (SITC 7) and manufactured goods (SITC 8). The share of the latter two increases
between 2001 and 2012, revealing that the EU8 market is profitable for Turkey because it
increases over time the share of value-added goods (SITC 7+8); 35% in 2001, 50%
in 2012. The main markets for intermediated goods were in 2001 Italy that imports alone more
than the others altogether. In 2007, Italian market doubled, but Romania, Spain and Greece
multiplied by four or five times. For equipment, Italy has also the lead before Spain in 2001. In
2007, the Italian market seems to have exploded (5 times more), Spain and Romania had the
same trend. In 2007, Turkey sold to Italy more equipment than intermediate goods. For
manufactured goods, in 2007, Italy left its lead position to Spain; Romania and Greece are also
important customers.
Turkey lost USD 5 billion in exports after 2007, among them USD 1 billion for each: Italy,
Spain, Romania and Greece. The manufactured goods sector was the best, with USD 477 million
(+50%) with Spain, and stable in Italy and Romania. In intermediate goods Italy is stable,
Romania drops by USD 529 million (- 36%) and Spain by USD 688 million (-53%). The
investment goods sector is the one that is most affected: USD -856 million (-27%) for Italy, USD
– 134 million (-29%) for Bulgaria, USD -674 million for Spain (-40%) and USD -418 million
Romania (approx. - 40%).
Between 2007 and 2012, Bulgarian market performs in food with USD 38 million (+41%),
chemicals + USD 37 million (+30%) and manufactured goods (stable), Croatia resists the best in
manufactured goods (stable) and food with USD -6 million (-25%), Ireland performs the best in
chemicals USD 3 million (+19%) and food (stable), and Portugal in chemicals with USD 33 million
(multiplied by 3) and manufactured goods (stable).
The specialisation profiles that emerge from the two periods are following:






Italy is the lead market before Spain and Romania for equipment and intermediate goods
from Turkey.
Spain is the lead market for manufactured goods before Italy.
Bulgaria and Greece are also significant markets for intermediate, equipment and consumer
goods.
Portugal is buying only intermediate and investment goods.
Ireland and Croatia buy investment, intermediate and consumer goods.

The high concentration of Turkish exports on some categories of goods is remarkably stable in
Italy (equipment and intermediate goods), and in Spain (equipment and consumer goods) that
could be explained by cooperation in production. For other goods, trade flows are more subject to
conjuncture and price competitiveness. Turkey managed to increase the share of valueadded products on EU8 markets, which makes it promising for Turkey.
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2.6.2

EU8‘s Exports to Turkey

The EU exports to Turkey have been increasing since 2001, showing that Turkey has a
high potential of integration as a market for the EU8 countries. The market increase
represents USD 24 billion between 2001 and 2012. A distinction should be made between the two
periods, EU8 exports showed structural changes. With 43% in 2012, Italy is the first exporter,
before Spain (20%), Greece (12%), Romania (11%) and Bulgaria (9%). Italy had the highest
increase in market share (+USD 10 billion) before Spain (+USD 5 billion). The EU8 participate
actively in the modernization of the Turkish productive basis with almost USD 9
billion worth equipment sold in 2012, and USD 10 billion for intermediate and
chemical products. As discussed above, a share of the latter goods will represent also the
―import content‖ of exports and help Turkey improve its export profile. During the take-off period
(2001-2007), the main gains in the EU8 market shares are in equipment and intermediate goods,
when during the crisis period the leading goods are fuels and equipment.
During the take-off period of 2001-2007, the main increase in exports deals with equipment: +
USD 2.7 billion for Italy and + USD 1.8 billion for Spain, and with intermediate goods: + USD 1.4
billion for Italy and USD 1 billion for Romania and Bulgaria. The proximity for these latter material
intensive goods can provide competitiveness to the products of neighbours.
Turkish imports increased by USD 9 billion from 2007 to 2012. The main increases are
fuels sold by Italy and Greece (+ USD 2 billion each) and equipment sold by Italy (+USD 0.8
billion) and Romania (+USD 0.4 billion). Intermediate goods and manufactured goods remain
stable. Accordingly, the first change reflects logistic and geographic advantage, and the second
one increasing cooperation in production. Moreover, the number of high-tech products in the Top
20 list is the same: 11. The modernizing function of the EU for Turkey can also be
observed in relation to the EU8, even during the time of crisis.

2.7

THE CRISIS ANALYSIS

The trade analysis by sector appears insufficient, in particular to assess the technological level of
the goods. The shift to 101 subsectors requires different methods of analysis. The focus will be
given to the ―top 20 subsectors‖ that represent in most cases 75% of the trade.
2.7.1. The crisis analysis by aggregated Top 20 subsectors
An analysis details systematically the performances of the EU8 countries in the Turkish market
during the trade take-off of Turkey in 2001-2007 and during the crisis 2007-2012. It details
reversely the performances of Turkey on the EU markets. The concept of the ―crisis analysis‖
methodology is that one may derive subsectors with high potential of future
development within exports successfully realised during the crisis.
Figures
about the top 20 exports performances of the EU8 countries in Turkish market and
reversely have been drawn and presented in the Annex 2. The examples given below are
abstracts from this Annex 2. The first Figure represents the exports of textile fibres by the
Turkey in the EU8. One can observe:
 That the exports continues after 2007 in this subsector;
 That the main buyers are Italy and Spain;
 That the recent turnovers are USD 50 million for Italy and USD 30 million for Spain.
On the other hand, the main exporters of road vehicles to Turkey:
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 Are Spain and Italy;
 They keep exporting during the crisis;
 Exports volumes are close to USD 1.5 billion for Spain and USD 1 billion for Italy.
Figure 2.15: Exports of textile fibres from Turkey

Figure 2.16: Imports of road vehicles to Turkey

(Source: UN Comtrade)

The tables below summarize the data provided in Annex 2. At the Top 20 subsector level, the
problems of Turkey‘s trade are well-identified; only five subsectors carry important added-value:
resins and plastics, road vehicles and machinery. For the three machinery subsectors and plastics,
the amounts exportsed are low. It can be said that except in road vehicles, the added
value production of Turkey does not carry sufficient technology and added-value to
be sold in large amounts in the EU.
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Table 2.4: Turkish Exports Performance in EU8 Markets during the Crisis
Subsector

Subsector name

Performing Country

05

Vegetables and fruits

28

Metalliferous ores and metal scrap

26
51

Textile fibers

Organic chemicals

58

Artificial resins and plastic materials

65

Textile yarn, fabrics

69

Manufactures of metals, nes

68

72
74
77
78
84
89
97

Non-ferrous metals

Machinery
industries

specialized

General industrial
equipment

for

particular

machinery

and

Electric machinery, apparatus
Road vehicles
Articles of
accessories

apparel

and

clothing

Miscellaneous manufactured articles, nes
Gold, non-monetary

(Source: UN Comtrade)

Annual exports
(USD million)

Italy
Spain
Bulgaria
Italy
Spain
Italy
Spain
Italy
Spain
Bulgaria
Greece
Italy
Romania
Italy
Romania
Bulgaria
Italy
Bulgaria
Italy
Spain
Bulgaria
Italy
Bulgaria
Romania
Italy
Bulgaria
Romania
Italy
Spain
Spain
Italy
Spain
Italy
Romania
Italia
Bulgaria
Romania
Spain

500
100
100
50
30
100
20
150
50
100
50
100
50
700
300
200
250
100
200
100
100
100
50
50
100
50
50
300
200
500
2000
1300
500
100
100
100
50
50

On the other side, within the EU8 exports to Turkey, 5 subsectors representing about
40% of the table are medium or high-technological goods exported by the EU8: road
vehicles, general machinery, specialised machinery, electric machinery and
apparatus, and plastics. Among the other sub-sectors, one part is represented by material
intensive goods sold by neighbouring countries (Greece, Bulgaria and Romania): petroleum,
metals and another one by productions apparently vertically specialised like textile products with
Greece and Italy, and clothing accessories with Spain.
Table 2.5: EU8 Countries‘ Performance in the Turkish Market during the Crisis
Subsector

Subsector name

05

Vegetables and fruits

33

Petroleum

26
28

Textile fibers
Metalliferous ores and metal scrap

Performing Country
Greece
Spain
Italy
Greece
Romania
Greece
Italy

Annual exports
(USD million)
15
10
5
300
800
1500
1500

29

29

58

Artificial resins and plastic materials

68

Non-ferrous metals

65
69

Textile yarn, fabrics

74

Manufactures of metals, nes
Machinery
specialized
for
particular
industries
General industrial machinery and equipment

78

Road vehicles

72
77
84
89
97

Electric machinery, apparatus

Articles of apparel and clothing accessories
Miscellaneous manufactured articles, nes
Gold, non-monetary

(Source: UN Comtrade)

Italy
Spain
Italy
Bulgaria
Spain
Italy
Italy

Italy
Italy
Spain
Spain
Italy
Spain
Italy
Romania
Spain

500
400
600
600
200
400

1000

1300
500
200
1000
1000
1300
500
50
50

2.7.2. Crisis Time Performance of the EU8 Countries
A more systematical crisis analysis will focus on the top 5 bilateral exports subsectors of each EU8
country and Turkey. The crisis analysis works here by revealing the subsectors where
the efforts were the most successful for improving the competitiveness, and where
despite the crisis the demand remains strong. These subsectors are those carrying
high potential for further trade.
Top 5 exports subsectors of Turkey with the EU8 countries
Top 5 exports subsectors of Turkey 2007-2012 to Bulgaria
 Textile yarn
 Vegetable and fruit
 Iron and steel
 Electric machinery
 Non-ferrous metals
Top 5 exports subsectors of Turkey 2007-2012 to Croatia
 Road vehicles
 Iron and steel
 Electric machinery
 Petroleum and products
 Clothing
Top 5 exports subsectors of Turkey 2007-2012 to Greece
 Textile yarn
 Iron and steel
 Road vehicles
 Petroleum and products
 Clothing
Top 5 exports subsectors of Turkey 2007-2012 to Ireland
 Road vehicles
 Clothing
 Iron and steel
 Electric machinery
 Telecommunications
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Top 5 exports subsectors of Turkey 2007-2012 to Italy
 Road vehicles
 Textile yarn
 Clothing
 Vegetables and fruits
 Iron and steel
Top 5 exports subsectors of Turkey 2007-2012 to Portugal
 Road vehicles
 Textile yarn
 Iron and steel
 Electric Machinery
 Non-metallic products
Top 5 exports subsectors of Turkey 2007-2012 to Romania
 Road vehicles
 Iron and steel
 Textile yarn
 Power generating machinery
 Products of metals
Top 5 exports subsectors of Turkey 2007-2012 to Spain
 Clothing
 Road vehicles
 Iron and steel
 Electric machinery
 Textile yarn
The profile of ―crisis‖ Turkish exports is highly typical. There are the similar products with
all the EU8 countries: road vehicles, electric machinery (mainly household–type
equipment), iron and steel, textile yarn, clothing. These are the standard overall
export products where Turkey has a solid competitiveness due to integration within
global value-chains (road vehicles and textile/clothing), or due to price
competitiveness (costs of labour or of energy). The quantities sold are lower or the prices
could have been adjusted.
Top 5 exports subsectors of the EU8 countries with Turkey
Bulgaria top 5 exports subsectors in Turkey 2007-2012
 Nonferrous metals
 Gasoline
 Metal scrap
 Oil seeds
 Iron and steel
Croatia top 5 exports subsectors in Turkey 2007-2012
 Metal scrap
 Fertilizers
 Power generating machinery
 Electric machinery
 Gasoline
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Greece top 5 exports subsectors in Turkey 2007-2012
 Gasoline
 Textile fibres
 Artificial resins and plastics
 Non-ferrous metals
 Electric current
Ireland top 5 exports subsectors in Turkey 2007-2012
 Pharmaceutical products
 Oils and perfume materials
 Chemical materials
 Office machines
 Organic chemicals
Italy top 5 exports subsectors in Turkey 2007-2012
 Gasoline
 General machinery
 Machinery specialised
 Road vehicles
 Iron and steel
Portugal top 5 exports subsectors in Turkey 2007-2012
 Artificial resins and plastics
 Telecommunications
 Electric machinery
 Road vehicles
 Paper
Romania top 5 exports subsectors in Turkey 2007-2012
 Iron and steel
 Metal scrap
 Gasoline
 Road vehicles
 Fertilisers
Spain top 5 exports subsectors in Turkey 2007-2012
 Road vehicles
 Iron and steel
 Artificial resins and plastics
 Power generating machinery
 Non-ferrous metals
On the EU8 country basis, crisis analysis reveals that the EU8 export pattern is more
diversified. The above data provide information about recent demands on Turkish markets.
Compared with previous period, it appears some concentrations of exports on one or
two products: Petroleum from Greece, Pharmaceuticals from Ireland, and Plastics
from Portugal, Metal Scrap and Iron and Steel from Romania. Italy kept a diversified
investment goods portfolio, with a new item: gasoline.

2.8

EU8 COUNTRY ANALYSIS

In this section, a detailed analysis is presented hereafter using following scheme below. The
purpose of this analysis is twofold: to better understand the recent changes; and to identify trade
potential of each EU8 country.
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Short reminder from trade volumes matrix (2001-2012)
Detailed top 20 goods exported and imported with Turkey with average annual values for
2001-2007 and 2007-2012 periods.

Review of RCA indices about revealed comparative advantages are indicated through the RCA
tables given in Annex 2. The RCAs provide better measurement of trade potential because they
measure the specialisations with reference to the global trade with the country and within the
sector, and because they are based on external accounts instead of trade turn-overs, and
therefore clear the external performances from imports. RCA for the average values by period are
computed by country for Turkish exports (sign +) and for partner exports (sign – means Turkish
comparative disadvantage). A simple VA typology is made between ―value-added products‖ (SITC
07+12+54 to 59+7+8+95) and ―basic products‖ (other goods). Two RCA tables are given: first,
the top 5 RCA for each period give commodity profiles of the trade; second, aggregated top20
RCA give value-added profiles of trade. This profile will be commented on the basis of the
ascending technological ranking of the country: Bulgaria, Romania – Turkey – Croatia, Greece,
Portugal – Spain – Italy – Ireland.
Bulgaria
Bulgaria represented 6% of the exports and import of Turkey within the group of EU8 in 2001,
and 10% and 9% in 2012. The export structure of Turkey is stable; by decreasing ranking:
intermediate goods, equipment, manufactured goods and chemicals. The import structure of
Turkey changed slightly; by decreasing ranking fuels, intermediate goods, and then chemicals in
2001 and raw materials in 2012. The first position of fuels is connected with the role of Bulgaria
in welcoming oil routes (several Bosporus bypasses). Among subsectors, Turkish exports to
Bulgaria are standard: textile yarn, iron and steel, electric machinery, road vehicles in 2001-2007;
vegetables and fruits replaced road vehicles in 2007-2012. Bulgaria exports basic products:
nonferrous metals, iron and steel and electric current in 2001-2007; nonferrous metals,
petroleum and metal scrap. Turkey has 9 value-added products in exports 2001-2007, and 4 in
import from Bulgaria. In 2007-2012, the scores are still respectively 8 and 5 (See detailed tables
in Annex 2).
Figure 2.17: Top 20 exports and imports of Turkey with Bulgaria
(average values 2001-2007 and 2007-2012)
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Turkey-Bulgaria: In the short-term, the advance of Turkey makes its trade with Bulgaria
beneficial because it sells more value-added products. In long-term this situation is less
favourable for Turkey because it does not contribute to the technological development of its
industry. For technological level, Bulgaria is classified at the same low category of “modest
innovators” in the EU innovation scoreboard 2013 or lower than Bulgaria. However, in the takeoff period 2001-2007, Turkey sold to Bulgaria much more added-value products than it bought.
In 2007-2012, the advance of Turkey is at least confirmed, if not increased (if we count the
values). The economic development of Turkey, as reflected in bilateral trade, has more than
compensated the benefits of Bulgaria’s accession.

Croatia

Croatia represented 0.6% of the exports and 0.3% imports of Turkey within the group of EU8 in
2001, and 1.2% and 0.7% in 2012. The level of trade is very low, but increasing. The export
structure of Turkey is stable; by decreasing ranking: equipment, intermediate goods and
manufactured goods. 20% of the exports in 2001 are food products, and 18% are fuels in 2007.
The import structure of Turkey is changing. The most stable imports are intermediate goods and
equipment; in addition, in 2001, 22% of the imports are manufactured articles, in 2002 51% are
raw materials. Among subsectors, what Turkey exports to Croatia is road vehicles, petroleum and
iron and steel in 2001-2007; Croatia exports fertilizers, transport equipment and artificial resins.
In 2007-2012, Turkey exports road vehicles, petroleum and iron and steel, and Croatia exports
metal scrap, fertilizers and electric machinery. Turkey has 12 value-added products in exports
2001-2007, and 7 in imports from Croatia. In 2007-2012, the scores are still respectively 9 and 8.
(See Annex 2 for further details)
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Figure 2.18: Top20 exports and imports of Turkey with Croatia (average values 2001-2007 and
2007-2012)

Turkey-Croatia: The very low figures of trade flows in both directions prevent establishing longterm conclusions. The scoring of RCA shows equivalent economic contents of trade. Tourism is a
major resource for Croatia, a sector where Turkey is building competitive infrastructure with good
standards: this draws an obvious complementarity between the two economies. The important
Turkish FDI flows in 2012 may generate important new trade flows that will cover the other flows.
The latter could be however quite beneficial for the two parties, finding useful trade niches:
Croatia with a higher technological level is potentially important partner for Turkey. This will be
further underlined by to entry of Croatia within the Customs Union.
Greece
Greece represented 9.7% of the exports and 4.3% of the imports of Turkey within the group of
EU8 in 2001, and 8.4% and 11.6% in 2012. The export structure of Turkey is stable; by
decreasing ranking: intermediate goods, equipment and manufactured goods. In 2007 and 2011,
13% and 11% of Turkish exports are fuels. The import structure of Turkey is very atypical. The
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first item is increasingly fuels (72% in 2012) and decreasingly raw materials (45% in 2001).
Chemicals and intermediate goods vary between 6% and 18%, whereas equipment never goes
beyond 7%. Turkey has therefore 9 value-added products in exports 2001-2007, and 7 in import
from Greece. However, it is more precise to say that Greece has only one, because the others
have very small volumes. In 2007-2012, the scores are still respectively 9 and 1. The asymmetry
between the two partners is very high and increasing, Greece exporting almost only fuels and
textile fibres, when Turkey has a diversified exports structure. Among subsectors, what Turkey
export to Greece is standard: iron and steel, textile yarn and road vehicles in 2001-2007; Greece
exports gasoline, textile fibres and artificial resins. In 2007-2012 Turkey exports textile yarn, road
vehicles and iron and steel and Greece exports the same products as in 2001-2007. (See detailed
tables in Annex 2)
Figure 2.19: Top20 exports and imports of Turkey with Greece (average values 2001-2007 and
2007-2012)
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Turkey-Greece: According to the technological scoring, Greece is a better performing country
than Turkey. However, the RCA show an opposite image, where Turkey exports equipment and
buys fuels. As a high manufacturing country, Turkey needs raw materials and the proximity of
Greece provides opportunities for competitive prices. However, as Greece has a better
technological scoring, technological goods sales to Turkey would provide mutual benefits to the
two partners. This represents a good potential for future trade development.

Ireland

Ireland represented 3% of the exports and 2.1% of the imports of Turkey within the group of
EU8 in 2001, and 6.1% and 2.8% in 2012. The export structure of Turkey is stable; by
decreasing ranking: equipment (over 46%), intermediate goods and manufactured goods. The
import structure of Turkey is also stable and very concentrated: almost 60% of imports are
chemicals, then equipment (decreasing from 19% to 15.6%), manufactured goods (increasing
from 7.9% to 17.9%) and some food products (4.4% to 8.3%). Among subsectors, Turkish
exports to Ireland are standard: road vehicles, clothing and iron and steel, in 2001-2007; Ireland
exports organic chemicals, medicines and office machines. In 2007-2012 Turkey exports road
vehicles, clothing and electric machinery, Ireland exports pharmaceutics, oils and perfumes and
chemical materials. Turkey has therefore 10 value-added products in exports 2001-2007, and 12
in import from Ireland. In 2007-2012, the scores are still respectively 9 and 10 (See detailed
tables in Annex 2).
Figure 2.20: Top20 exports and imports of Turkey with Ireland (average values 2001-2007 and
2007-2012)
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Turkey-Ireland: The technological level of Ireland is much higher than Turkey according to the
rankings. However, the crisis in Ireland made its imports from Turkey drop by 50% between
2007 and 2011, when Irish exports kept at relatively high level. Given the technological gap, the
potential of this trade is high; Turkey has a lot to benefit from trade with Ireland, and even more if
Turkey buys more investment goods. However, its export capacity is constrained by the low or
medium technological levels of its products. This is the typical challenge the Turkish economy
faces currently.
Italy
Italy is important and early economic partner of Turkey. Pirelli started investing in Turkey 50
years ago, Fiat 40 years ago. Since 2001, Italy is the third EU export market for Turkey, after
Germany and UK, and the second EU exporter to Turkey after Germany. Italy represented 47.6%
of the exports and 56.6% of the imports of Turkey within the group of EU8 in 2001, and 38.2%
and 43.6% in 2012. The USD 5 billion of Turkish exports decrease in the second period hit Italy
for about USD 1 billion almost totally in equipment. On the other side, Italy managed to increase
its exports to Turkey by USD 5 billion, shared for ¾ by gasoline and for ¼ by equipment.
The export structure of Turkey is changing with decreasing share of intermediate goods (from
40.1% to 27.6 % between 2001 and 2012), and increasing share of equipment (from 26.4% to
36.6) and manufactured goods (from 10% to 12.4%). The import structure of Turkey is also
instable: equipment in first position (decreasing from 48.2% to 38.3%) intermediate goods
(decreasing from 22.7% to 16.7%), refined fuels in strong increase (from 2.2% to 20.7%),
chemical products (from 14.1% to 11.9%) and about 10% of manufactured articles. Among
subsectors, Turkish exports to Italy are standard: road vehicles, textile yarn and clothing in 20012007; Italy exports specialised and general machinery and textile yarn. In 2007-2012 Turkey
exports the same and Italy exports gasoline, specialised and general machinery. Turkey has
therefore 9 value-added products in exports 2001-2007, and 12 in import from Italy. In 20072012, the scores are still respectively 9 and 13. (See detailed tables in Annex 2)
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Figure 2.21: Top20 exports and imports of Turkey with Italy (average values 2001-2007 and
2007-2012)

Turkey-Italy: As expected, the share of value-added goods in Italy’ exports is high, but this share
is also increasing in Turkey’s exports, what makes this direction of trade very beneficial for
Turkey. Production partnerships like in automotive industry may explain this situation quite well.
Italy is not only the main partner of Turkey within the EU8, it is also the main supplier of
equipment to Turkey. The specialization of Italy within the EU8 helps to modernize the Turkish
industry given its technological scoring. In the recent period, half of the additional Italian exports
has this modernizing function. Another characteristic is the high similarity between Italian and
Turkish exports, revealing important vertical specialisation in these subsectors. The
modernization activity of Italy is much deeper than trade alone; it is installed on dense FDI
activities and cooperation in production capable to intensify technology transfers.
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Portugal
Portugal represented 5.8% of the exports and 1% of the imports of Turkey within the group of
EU8 in 2001, and 2.7% and 2.1% in 2012. Portugal followed precisely the main evolutions. The
export structure of Turkey is dominated by intermediate goods (from 55.6% to 45 % between
2001 and 2012) and equipment (from 31% to 32%). The import structure of Turkey is equally
shared between intermediate goods, chemical and equipment. Among subsectors, Turkish
exports to Portugal are standard: iron and steel, textile yarn and road vehicles in 2001-2007;
Portugal exports artificial resins, road vehicles and paper. In 2007-2012 Turkey exports road
vehicles, textile yarn and iron and steel, and Portugal artificial resins, telecommunication and
electric machinery. Turkey has 3 value-added products in exports 2001-2007, and 11 in import
from Portugal. In 2007-2012, the scores are still respectively 2 and 9. Turkish exports are
concentrated on a few numbers of products. Portuguese trade is also involved in the
modernization of Turkey. (See detailed tables in Annex 2)
Figure 2.22: Top20 exports and imports of Turkey with Portugal (average values 2001-2007 and
2007-2012)
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Turkey-Portugal: The overall balance of Turkey-Portugal trade is clearly below its potential.
According to the ranking, the technological level of Portugal is well higher than that of Turkey.
However, the share of value-added goods imported from Portugal does not exceed 50%.

Romania

Romania represented 8% of the exports and 7.8% of the imports of Turkey within the group of
EU8 in 2001, and 15% and 10.6% in 2012. Romanian exports decreased in absolute values in
2007-2012; they increased again during 9 months of 2013, but less than imports. The drop of
Turkish exports hits equally intermediate goods and equipment, when Romania doubled its
exports of equipment from 2007 to 2012.
Figure 2.23: Top 20 exports and import of Turkey with Romania (average values 2001-2007 and
2007-2012)

The export structure of Turkey is stable; by decreasing ranking: intermediate goods (36.7% in
2001 and 37.6% in 2012), equipment (22.8% and 29.4%), and manufactured goods (9.6% and
14.1%). The import structure of Turkey is less stable: intermediate goods (decreasing from
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31.9% to 26%), equipment (increasing from 5.7% to 24.5%), raw materials (from 16.4% to
26.8%) and chemicals (from 25.1% to 12.1%). The import structure from Romania in subsectors
is very concentrated on iron and steel, metal ores and scrap and fuels. Iron and steel, and
vehicles, are present in both directions what suggests a vertical specialisation. Turkey has
therefore 9 value-added products in exports 2001-2007 (but most with low values of sales), and
5 in import from Romania, and in 2007-2012 as well.
Turkey-Romania: The data from the table do not reflect really the technological levels of the two
partners. The import of Turkey is mainly basic goods, whereas its export is balanced between low
and high value-products. The benefits of Romania’s pre-accession and accession are not visible
here (but they are existing), yet they still represent potential of improvement for mutual benefits
of the two partners. The increasing mutual trade reveals a process of economic integration
between Turkey and Romania, beside the integration of Romania within the EU. The
complementarity in basic goods goes along with exchanges of vehicles and machinery, where
specialisation and competition co-exist.
Spain
Spain represented 19.3% of the exports and 17.3% of the import of Turkey within the group of
EU8 in 2001, and 22.3% and 19.7% in 2012. Spanish exports decreased in absolute values in
2007-2012; they increased by 15% during 9 months of 2013, more than import (+9.5%). The
drop of Turkish exports hits equally intermediate goods and equipment, when its exports of
manufactured consumer goods jumped by 50% from 2007 to 2012. The export structure of
Turkey is changing dramatically. By decreasing ranking: intermediate goods (dropping from
38.3% in 2001 to 16.1%), equipment (climbing from 24% to 28.2%), and manufactured goods
(12.6% to 40.3%).
Figure 2.24: Top 20 exports and imports of Turkey with Spain (average values 2001-2007 and
2007-2012)
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The import structure of Turkey is more stable: equipment (35.5% and 36.5%), intermediate
goods (21.3% to 25.1%) and chemicals (25,1% to 19%). The import structure from Spain in
subsectors is very concentrated on road vehicles, when the Turkish import is just less
concentrated road vehicles, clothing accessories and iron and steel. Iron and steel, and vehicles,
are present in both directions what suggests a vertical specialisation. Turkey has 9 value-added
products in exports 2001-2007 (but most with low values of sales), and 11 in import from Spain,
and in 2007-2012 respectively 8 and 10.
Turkey-Spain: Among the EU8, Spain is the country with the most dynamic integration by trade
with Turkey. The complementarity between the two partners is growing. Turkish exports are
dominated by basic goods in 2001-2007, whereas Spanish exports are twice more value-added
goods than basic ones. This is consistent with the technological scoring, where Spain has values
twice higher than Turkey. However, a consolidation of these performances requires more
production partnerships between Turkey and its new partner. The recent period shows
interesting developments: the VA pattern of Turkish exports is improving, and despite the crisis,
the export of Turkish technical consumer goods is rocketing.
The next figure synthetizes the observations; It is based on revealed comparative advantages
(RCA) of the EU with Turkey, showing the content of Turkish imports from EU (see Annex 2). The
figure makes the distinction between products according to value-added content: basic products
or value added products (see definition in methodology).






When analysing more precisely the value-added content of Turkish import one observes that
Italy, Spain and Ireland sell more value-added products than basic products. This is consistent
with the higher technology level of these countries, and is highly beneficial for Turkish
economy.
On the other side, Greece, Portugal and Croatia sell more basic products to Turkey, whereas
they have also higher technological level: here is a potential for increasing the value-added
content of Turkish imports.
Romania and Bulgaria sell more basic products to Turkey, as they have lower technological
level: here is a potential for increasing the value-added content of Turkish imports. The
rationale of trade profile between Turkey and Romania and Bulgaria may be guided by other
criteria than proximity (and weight of goods): even with a moderate average level of the two
countries, there are for sure subsectors with higher technological level.
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Figure 2.25 Aggregated Top 20 RCA of the EU8 with Turkey
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THE VALUE CHAIN APPROACH TO EU8 - TURKEY TRADE

The evidence of sophisticated forms of trade between the EU8 and Turkey, revealed by the study
by observing, among others that stable trade flows leads to the hypothesis of the existence of
value chains in the building of comparative advantages and, in a second step, of possible smarter
lines for the division of labour between the trade partners based on shared value chains. The
analysis of trade flows revealed situations where trade resisted well to the crisis, as it could be
within value chains that sometimes are intra-firm chains. The integration of world markets has led
to the fragmentation of production across countries and the formation of global supply chains.
Stages of production are typically performed in different countries, and the associated crossborder trade in parts and components, and intermediate goods more broadly, has come to predominate world merchandise trade. However, international trade statistics account for the gross
cumulated value embodied in goods crossing international borders, not just the value added by
the segment of the production process hosted by the exporting country and attributable to its
resources. Therefore, official records are largely unsuitable for tracing value added across the
segments of international supply chains and they overstate or ‗double-count‘ value-added trade
by a factor proportional to the number of times intermediates cross an international border prior
to reaching the final stage of production. The building of value chains on the basis of RCA values
(revealed comparative advantages) is not subject to this limitation.
Below is presented the method of the construction of one value chain (detailed value chain tables
are presented in the Annex 2).




The intra-branch indicator used is the Grubel-Lloyd index, which is ―1-r‖ in absolute values, ―r‖
being the indicator of intra branch trade. High GL values mean high degree of intra-branch
trade.
The revealed comparative advantages (RCA), also called LF indicators in the economic literature,
are built on the basis of Turkish trade. In that case, negative values of RCA indicators reveal
comparative advantages for EU8 partners (comparative disadvantages for Turkey).
The value chains built as in the tables of Annex 2 represent a first approach of value chains based
on cross-sectoral understanding of value chain. It gives a first image of international
specialisations, including possible import content of exports.
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Table 2.6: Synthetic Table of Turkey-EU8 Trade with Value Chain Approach

-0,065
-0,083
-0.003
-0.007
-0.002
0.019
0.015
0.004
0.013
0.040
0.144
0.113
-0.055
-0.026
0.033
0.034
0.084
0.039
0.050
0.037

0.015
0.006
-0.000
-0.000
0.011
0.008
0.000
0.001
-0.006
-0.002
0.016
0.012
0.015
0.006
0.004
0.001
0.013
0.013
0.017
0.016

-0.017
-0.170
0.015
0.008
0.053
0.028
0.033
0.035
0.010
0.012
0.099
0.072
0.180
0.092
0.023
0.015
0.087
0.061
0.089
0.057

0.000
0.001
-0.002
-0.002
-0.020
-0.001
0.004
0.004
-0.167
-0.142
0.049
0.033
0.070
0.027
0.005
0.002
-0.024
-0.002
0.075
0.038

0.094
-0.201
0.025
0.012
0.314
0.168
-0.073
-0.047
-0.376
-0.289
0.293
0.340
0.188
0.080
-0.810
-0.593
-0.067
-0.023
0.644
0.548

-0.000
-0.005
0.000
0.000
0.004
0.003
-0.011
-0.014
-0.020
-0.019
0.042
0.026
0.103
0.036
-0.003
-0.001
0.022
0.001
0.037
0.031

-0.081
-0.041
-0.002
-0.002
0.056
0.045
0.012
-0.004
-0.007
0.052
0.209
0.178
-0.167
-0.092
0.045
0.089
0.116
0.029
0.174
0.100

0.016
-0.007
0.013
0.000
0.048
0.025
-0.029
-0.027
-0.177
-0.150
0.173
0.191
0.274
-0.008
-0.136
-0.119
0.179
0.112
-0.014
-0.045

The main lessons that can be drawn from this table are:







Turkey dominates the whole value chains in food and textile/clothing;
Two value chains are almost totally dominated by Turkey: metallurgy and vehicles;
Two value chains are contested between Turkey and EU8: wood and electronics
Three value chains are dominated by EU8: energy, chemicals, equipment
Within the EU8 countries the most involved in value chains are Italy (5 chains) and Spain (4
chains)
The value chains that resisted the most to the crisis are chemicals, textile,
equipment and vehicles.

The following comments rely on the value chain tables given in Annex 2. The situation in energy
is too instable for being considered.

Food animal - In this chain the situation is rather balanced. It appears that in 2001-2007, Turkey
sells basic goods and buys finished goods. In 2007-2012, the situation is worse because Turkey
buys (is net importer) both basic and finished goods.

Food vegetal - For vegetal products, the situation is opposite in 2001-2007: Turkey is net
exporter of basic and finished goods. More precisely, in raw materials, Turkey is importer from
cereals and oilseeds and fruit, but is even more exporter of vegetable and fruits. For finished
goods, Turkey is net exporter in all categories, except with Ireland and Italy.

Wood and paper - In wood and paper, the situation is not yet stabilised. Turkey buys raw
materials and sells finished goods, but it buys also the same finished goods (cork, paper and
furniture) from Italy, Portugal and Spain. There is here a typical vertical segmentation according
to quality.
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Chemicals - The value-chain is based for 2001-2007 and 2007-2012 on exports of raw materials
from Turkey, import of all semi-products by Turkey. The exports of finished goods are shared
between Turkey (for Bulgaria, Romania, Greece and Croatia) and Italy, Ireland, Spain and
Portugal. It seems that the position of Turkey is not on the most value added productions.

Textile/Clothing - In textile/clothing, Turkey imports all the basic goods except yarns, produced
and exported in large quantities, and exports finished goods, above all clothing. In this value
chain, the value-added is on the side of Turkey. This does not protect Turkey against negative
evolutions due to Chinese competition, and experts consider that a Turkish strategy should now
be defined for this chain.

Metallurgy - Turkey imports raw materials (ores and scrap) mainly from Romania and after 2007
also from Bulgaria and Croatia, and sells intermediate and finished goods to all EU countries
except iron and steel bought to Romania and Bulgaria, and nonferrous metals bought to Bulgaria
and Spain. The largest net exports (RCA) are in intermediate goods: iron and steel sold to Greece
and Bulgaria, and non-ferrous metals sold to Italy, and in some finished goods: manufactures of
metal sold to Romania and Bulgaria.

Equipment - These categories of goods are only finished goods, it is thus non possible to identify
international value-chains at subsector levels. One can only read the international specialisation:
Turkey is net exporter in all subsectors with all EU8 except with Italy, Spain and Portugal for
general machinery. But the values of RCA for technological imports are 5 times higher than that
of net exports.

Electrics/Electronics - The subsector level prevents here also to identify international valuechains. Unlike in equipment, the net exports are 2.5 higher than imports from Italy and Ireland.
White and brown household appliances with brands like Deco or Vestel are gaining market shares
in whole Europe, and among the EU8 particularly in Spain, Greece, Bulgaria and Romania.

Vehicles -Here also the internationalisation of the value chain takes place within the subsector of
road vehicles. This subsector is important for the Turkish economy that realises considerable net
exports with all EU8 countries (particularly Italy), except Spain.
The value chains where Turkey sells low or medium value-added products carry important
potential for improvement, like food animals, metallurgy, and chemicals. Another strong potential
for further development of trade is found in value chains that reveal good resilience to crisis,
showing high competitiveness for Turkish and the EU8 goods: chemicals, textiles, equipment,
electronics and vehicles. The most competitive global products can either rely on classical intersectoral specialisation on the model of textile/clothing chain, or according to scheme of intrasectoral specialisation, like in road vehicle industry. Other value chains like electronics,
equipment, but also food or metallurgy have specialisation patterns located somewhere between
the two models. Understanding better the situation requires more detailed analysis at levels
below sub-sectors and at company level.

2.10




TRACKING NICHES OF SMART SPECIALISATION WITHIN FOUR SUBSECTORS

The way Turkey is entering global value-chains in automotive industry is the deep intra-firm
form with offshoring and outsourcing segments of the chain, so as the cluster becomes a part
of the European production system.
The deep intra-firm vertical specialisation as with Italy provides the best way for sustainable
trade, for technology transfers and for enhancing the technological level of exports.
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In several other sectors like iron and steel, resins and plastics or general machinery, there are
niches of balanced intra-industry flows of Turkey with Italy, Spain or Romania. These
balanced trade flows are condition for deepening industry cooperation.
Due to appropriate FDI, these intra-industry flows may generate intra-firm specialisation
strategies: they provide ground for smart specialisation analysis.

Four subsectors have been chosen according to two criteria: high share in trade and
high intra—sector pattern of trade:





Artificial resins and plastics (58): 0.3% and 0.65% of Turkish exports and imports
(annual average 2007-2012)
Iron and steel (67): 1.31% and 0.97% of Turkish exports and imports
General machinery (74): 0.28% and 0.80% of Turkish exports and imports
Road vehicles (78): 2.87% and 1.17% of Turkish exports and imports

The totals of 4 subsectors represent respectively 4.76% and 3.59% of Turkish exports and
imports (annual average 2007-2012). Within these subsectors there are important trade
complementarities revealing already installed international specialisations. But they are also
niches with more balanced flows revealing the existence of know-how shared by Turkey and by
selected EU8 countries. These products may generate smarter forms of specialisation based on
technological cooperation. FDI practices based on joint-ventures could provide favourable
environment, with intra-firm international division of labour that proved to be, as shown in
automotive sector, the best channel for technological accumulation in Turkey. The following
sections identify some of these niches within four subsectors. The whole trade overview of these
four subsectors is given in Annex 2.
A – The Road Vehicles Cluster (SITC 78)
This sector is the best success story of the Turkish industry and of the Turkey-EU industrial
cooperation. First, TürkWillys Overland Ltd Company started to assemble jeep & truck for Turkish
army in 1954. Second, Otosan started truck production in 1955. In 1961, Turkish State Railways
produced the first Turkish passenger car, Devrim. In 1962, Istanbul Otobüs started to
manufacture Magirus bus. Otosan started to manufacture a passenger car, ‗Anadol‘, and MAN
Turkey and Karsan were founded in 1966. In 1950s, 1960s and 1970s, the cluster was protected
from foreign competition along with import substitution policy; the production was destined to
the domestic market. Mercedes-Benz Turk, Tofas (Fiat) and Oyak-Renault were established
successively in 1967, 1968 and 1969. In 1980s, the liberalization took place and exports-oriented
policies were implemented. Along with the introduction of modern technology, the cluster started
to export in the 1990s. After joining the EU Customs Union in 1996, Turkish plants were
transformed into fully-integrated production centres. R&D activities were prioritized, particularly
after 200524. Toyota, Hyundai Assan and Honda successively opened plants in Sakarya, Izmit and
Gebze in 1994, 1997 and 1998.
In vehicle production, the compound annual growth rate (CAGR) was around 22% in the last
decade. Except for the economic downturns of 2001 and 2008, there was an upward trend in
production. Early comers such as Ford, Renault and Fiat make almost 75% of total production.
The domestic market CAGR was around 15% annually in the last decade, and is likely to grow
more in the future because almost three quarters of the population do not own a car yet. 57% of
domestic consumption comes from imports. Almost 70% of domestic production is exported
24

Automotive Manufacturers Association-OSD, 2010
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primarily to European countries, and today Turkey is Europe‘s leading bus manufacturer, 3rd‐
largest light commercial vehicle manufacturer, 6th‐largest truck manufacturer, 3rd‐largest truck
market and 7th‐largest car manufacturer.
Figure 2.26 Foreign Trade in the Automotive Sector, USD Million

(Source: Turkish Ministry of Industry)

The primary producers in the cluster are also the main exporters. Today, Toyota, Ford- Otosan,
Tofaş-Fiat and Oyak-Renault rank among Turkey‘s top ten exporting companies. The exports
share of auto parts sub-cluster reached almost 30%. There are about 1,120 local auto parts
manufacturers, 70% of which are small and medium enterprises. Around 192 foreign companies
operate in the Turkish auto‐parts sub-cluster. The cluster is mainly concentrated in the Marmara
region, around Istanbul, Bursa and Adapazari, due to good technical, transportation, logistical
and educational infrastructure25.
The analysis of trade flows in the road vehicles between Turkey and four EU8 countries showed
three types of situations.
With Italy there is deep industry cooperation: Turkey imports large amounts of parts and sells
large amounts of assembled cars, trucks and buses; in addition Turkey imports other types of
cars and trucks.
With Spain and Romania, which are also car producers, Turkey is net importer of cars, and
net importer of parts with Spain, and net exporter of parts with Romania.
With Portugal, which is not a car producer, Turkey is a small net exporter.






Global auto industry consists of smaller industry groups and organized in 6 major value chain
components. Production starts with low value-added input of 10 raw materials. Production of
approximately 5000 different auto parts has medium value added. This phase is followed by
assembly, another medium value added industry. Assembly process should ensure maximum
safety and security, design and competitive price of the final product. Most developing countries
concentrate in these low and medium value added industry. The highest value added phases are
design, marketing, distribution and sales. These phases are the most sophisticated with highest
intellectual inputs and R&D expenditures, therefore with the leading presence of Germany,
France, Italy, Japan, South Korea and USA. Targeting of different market niches is important
because of increasing customer differentiation and sophistication: buyers of SUV-s, luxury cars,
sport cars, small city cars, energy efficiency concerns, etc. Distribution and sales requires wide
25

Abylkassimova et .al: Turkish Automotive Cluster, Harvard Kennedy School, Cambridge, 2001.
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network of dealerships by countries and regions. Turkey‘s comparative advantage in the
global value chain lies in the raw materials, parts and assembly stages, but has to
improve in the design, marketing and distribution and sales in order to become
competitive along the entire value chain26.
The way Turkey is entering global value-chains in automotive industry is the deep intra-firm form
with offshoring and outsourcing segments of the chain, so as the cluster becomes a part of the
European production system. The foreign investors target both domestic and EU markets where
they have headquarters (Fiat, Renault) or subsidiaries (Ford Otosan, Toyota, Hyundai Assan,
Honda). Turkey has also a strong industry basis and several FDI projects have targeted the subcluster of car parts. The foreign investors have different strategies. Fiat and Tofaş have an
earliest cooperation in R&D but not in the design of vehicles that remained in Italy. On the other
side, Ford has outsourced a part of its R&D, and then Ford-Otosan has become autonomous in its
R&D strategy and in the design. Hyundai Assan has only 20 years‘ experience and R&D has not
yet been transferred27.
Turkey and the future of the automotive industry

Globally, the automotive sector is going through a big change: On the one hand, critical technical
changes are made such as electric vehicle, minimization of carbon dioxide emission, lesser fuel
consumption and self-driving cars, on the other hand, there is a noteworthy change in the global
competition. While original equipment manufacturers in Western Europe, North America and
Japan are more and more challenged by original equipment manufacturers of the emerging
markets, global capacity surplus emerges as another difficulty. Turkey’s automotive industry has to
find a way to position itself within these dynamics Source: KPMG Turkey 2013 Automotive
Executives Survey.
Within the automotive sector, the specialization is already well established (see Annex 2): with
Italy, Spain and Romania, Turkey sells cars, motors and buses, and buys cars, motors and trucks.
Besides this, the potential cooperation may be further developed in the production of
―other parts and accessories‖ product category (see Annex 2).
B - Artificial resins and plastics (SITC 58)
As the global economy emerges from the recession of the late 2000s, the chemicals industry finds
itself passing through a period of profound transformation. Profit margins have been shrinking;
return on capital has been in a steady decline. The commodity side of the business has been
investing in large-scale advantaged capacity in developing markets and is now struggling with
overcapacity. Integrated players, wary of declining profits on the commodities side, are searching
for ways to shift their portfolios to include more specialized products.
Based on Deloitte Touche Tohmatsu Chemical Group‘s analysis on 231 global public chemical
companies between 1998 and 2008, profitability has suffered in both the commodity and
specialty sectors. In the coming decade, established strategies will be an inadequate foundation
for success and may not ensure survival. The growth will be mainly concentrated in the emerging
countries in Asia-Pacific, Africa, the Middle East and Latin America regions. With high gas prices,
and the industry‘s manufacturing customers increasingly relocating to Asia, US chemical
26
27

Ibid.
Bard, 2013.
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companies the world‘s largest producer of chemicals are increasing their investment in new
facilities in the Middle East, where gas prices are low, and in Asia, where their customers operate.
Foreign trade and investment have become increasingly important to the US chemicals industry,
as demand for chemicals in markets in developing Asian, the Middle Eastern, and Latin American
countries is growing faster than in Europe and the United States.
The European chemicals industry is a key industry for economic development and wealth,
providing modern products and materials and enabling technical solutions in virtually all sectors
of the economy. EU‘s chemicals industry output plunged to its lowest point in December 2008,
when production was down nearly 26 percent on December 2007. After this point, EU chemicals
production (excluding pharmaceuticals) has shown moderate growth monthly; however these
growth rates were significantly lower than the previous year figures.
At its final meeting on 19 February 2009, the Chemicals unit of the European Commission
Enterprise and Industry Directorate highlighted the following conclusions on the competitiveness
of the chemicals industry in the European Union: 1. For ensuring the future growth of European
chemicals industry, more innovation and research must be encouraged in the market. 2. For
competitiveness and sustainability, natural resources shall be used responsibly and a level playing
field shall be established for sourcing energy and feedstock 3. Open markets with fair competition
are required for a competitive market
The Asia-Pacific region has a growing important role in the chemicals industry, thanks to China‘s
booming economy and strong industrial sector. Chinese chemicals industry grew by 7.7 percent
annually between 2000 and 2009. The Middle East is a significant emerging player on the
production side. According to a forecast by the Gulf Petrochemicals and Chemicals Association,
the Middle East has the potential to become the centre of global chemicals manufacturing, mainly
due to its proximity to customers (Deloitte, 2010).
Turkey has been manufacturing chemicals for very long time, being a producer of many basic and
intermediate chemicals and petrochemicals. Turkish chemical production includes petrochemicals,
inorganic and organic chemicals, fertilizers, paints, pharmaceuticals, soaps and detergents,
synthetic fibres, essential oils, cosmetics and personal care products. The majority of chemicals
production is done by the private sector. In chemical industry, 30 % of the production has been
directly used by the consumers whereas 70 % of production has been benefited in other sectors
as intermediate goods and raw materials. Turkish Chemical industry has been seen as a sector
dependent on imports as regards to raw materials and technology. However, Turkey is among
one of the leading countries in the world that has boron, chrome, soda ash and trona reserves.
The chemical industry, together with the sub-industries such as plastics and rubber, employs
nearly 200.000 people and has about 6.2 thousand companies manufacturing various chemicals.
Very small percentage of the existing companies has more than 150 employees. Most of the
companies in the chemical industry, especially private sector companies, are located in Istanbul,
Izmir, Kocaeli, Sakarya, Adana, Gaziantep and Ankara. Turkish chemical industry has developed
significantly in terms of quality, productivity and protection of the environment, and is in the
process of adopting the EU‘s Technical Standards. In addition, the responsible care, the chemical
industry‘s trademarked non-compulsory initiative on environmental, health and safety issues, has
been successfully implemented since 1992. Turkish petrochemical industry has shown
considerable growth since 1970. As an upstream producer, TÜPRAŞ (Turkish Petroleum Refineries
Corporation) operates as the only integrated Refinery in Turkey with its 4 refineries in Izmit,
Izmir, Kırıkkale and Batman. On the other hand, as a downstream producer, the unique company
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in the Turkish petrochemical industry is PETKİM Petrokimya Holding A.Ş. which is the only
integrated petrochemical complex in Turkey that operates in Petkim-Aliağa complex in İzmir. In
PETKİM‘s Aliağa complex, a wide range of petrochemicals, all common plastics (HDPE, LDPE, PS,
PVC, and PP), aromatics, ethylene glycol, phallic anhydride, terephthalic acid, carbon black,
synthetic rubber, acrylonitrile and caustic soda are produced. The total production of these
petrochemicals meets about 30 % of domestic demand.
Since the textile sector is a well-developed sector in Turkey, polymer production related to
textiles and the production of textile chemicals have also developed simultaneously. Large plants
for the production of polyamide, polyester and acrylic fibres have been built and production has
been directed to both the foreign markets as well as the domestic market. Almost all synthetic
fibres are produced by the private sector and synthetic fibre production is around 850 000
tons/year. The fertilizer industry is one of the key industries for Turkey, which has vast
agricultural potential. The first independent fertilizer plant commenced production in 1954 and
heavy fertilizer investments were realized between the years 1960-1970. Pharmaceuticals, soap
and detergents, soda, chromium chemicals, boron chemicals, paints, sodium sulphate, fatty acids
and rose oil are the other main areas of production of the chemical industry. The pharmaceuticals
industry has become one of the leading sectors of the chemical industry.
This value chain is dominated by the giant Petkim, privatised at the benefit of SOCAR, the State
oil company of Azerbaijan. Petkim made its initial infrastructure investment with five plants
constructed at the Yarımca Complex in 1970. Following the complementary investments at
Yarımca, within the framework of the Third Five-year Plan, work began to establish Petkim‘s
second complex in the Aliağa region. The Aliağa Complex, established at optimum capacity with
the latest technology of that period, started operating in 1985. On May 30, 2008, in a
privatization tender with the block sale method, 51% of the public shares of Petkim was sold to
SOCAR&Turcas Petrochemical for USUSD 2,040,000,000. With over 50 petrochemical products in
its product range, Petkim is the most important raw material supplier in the Turkish industry and
has a privileged position in the private sector in terms of its profitability and production
performance. The products in Petkim‘s portfolio are raw and intermediate materials utilized in
sectors such as construction, agriculture, automotive, electricity, electronics, packaging and
textiles as well as pharmaceutical, paint, detergent and cosmetics. Having significant advantages
in terms of infrastructure and land, Petkim has been in a deep-rooted transformation process,
including raw material integration, on the way of becoming the largest petrochemical complex in
Europe. In this kind of process activity, the standard trajectory of technological accumulation is:
acquisition of operational capacities thanks to foreign licences, engineering and the conception of
process activities, and construction and assembling of new process activities. But according to
Bard (2013), this process was suspended, unlike South Korea.
The trade of chemicals follows a standard cross-sectoral pattern, where Turkey sells
raw and intermediate goods, and buys refined more value added goods. This is visible
with all five EU8 countries, where Turkey is net importer of all types of goods, but
important exporter of raw and intermediate petrochemical goods like polyethylene,
polypropylene and polystyrene. However, Turkey arrives as net importer of these 3
goods with Italy, of polyethylene with Spain and polypropylene with Greece. The way
is open for future investments in more value added products such as resins and
paints, pharmaceuticals, detergent or cosmetics. The niches for possible smarter
specialisations are (see Annex 2):
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Alkyds and other polyesters
Polystyrene and its copolymers
Acrylic and methaacrylic polymers; acrylo-methacrylic copolymers

C – Iron and steel (SITC 67)
World crude steel production growth slowed down to its lowest level of 1.2 % since 2009 and
increased from 1,529 billion tons to 1,548 billion tons. The growth came mainly from Asia and
North America while crude steel production in the EU27 and South America decreased in 2012
compared to 2011. The role of China in world crude steel production rise continued to ease in
2012 as the crude steel production of China increased by just 3.1 % to 717 million tons. The
sharpest production drop in 2012 was in EU 27 due to the downward trend in steel consumption
as a result of the continued effects of the debt crisis on the investments and steel demand in the
Europe. Crude steel production of the EU which dropped by 4.7 % compared to 2011, stayed 20
% below its production in the pre-crisis period of 2007. During the last five years, highest
production growth was seen in China (46 %), India (43 %), Turkey (39 %) and South Korea (35
%). With the support of those countries, global crude steel production increased by 15 %
compared to the pre-crisis period.
Turkey‘s crude steel production grew by 5.2% to 35.89 Mt in 2012. Turkey moved up to the 8th
position in the largest steel producing countries list from the 10th position in 2011 overtaking
Brazil and Ukraine. Despite sharp drop in crude steel production growth from 17 % in
2011 to 5.2 % in 2012, Turkey kept its position as the country with the highest
production increase in the top 10 steel producers. Although crude steel production
increase slowed down, Turkey‘s growth rate was 4.5 times higher than the world average of
1.2%. Recent figures show that Turkey increased its production compared to the precrisis period by 39 % and in this respect was among the 5 countries to carry its
production to 2007 level.
Turkey is predominantly a producer of long steel products. There has been a higher demand for
long steel products in Turkey due to the extent of construction activities which has left the flat
production facilities lagging behind demand, which are generally used by automotive, machinery,
white goods and shipbuilding industries. Turkish steel production and consumption are presented
in the charts below. Special steel products are included within long and flat steel products in the
figures below.
Figure 2.27: Turkish Steel Production and Consumption

(Source; Deloitte, 2010)
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Billet played a significant role in Turkey‘s crude steel production growth. Turkey‘s billet production
rose by 10.9 % to 27.05 million tons. Slab production, which grew by 53 % in 2010 and 33 % in
2011 due to the new capacities established, dropped down by 9 % to 8.8 million tons due to the
unfavourable conditions in flat steel markets, increasing competition from some of the Far East
countries and low quality steel import from some of the neighbouring countries. In this respect,
share of slab in Turkey‘s total crude steel production dropped from 28.5 % in 2011 to 24.6 % in
2012, which means a large part of the capacity kept underutilized in 2012.
Turkey‘s total finished steel production increased about 7.3 % to 34.28 million tons in 2012.
While long steel production expanded by 10.4 % to 25.2 million tons, the reflections of the
slowdown in slab production and flat steel market is seen in flat steel production of Turkey. As
slab import reached record high of 950.000 tons in 2012, the drop in Turkey‘s finished flat steel
production was more moderate than the sharp drop in slab production. As a result long steel
accounted for 73.6 % of the total finished steel production of Turkey and flat steel accounted for
26.4 % of the total. Turkey‘s apparent finished steel consumption reached 28.5 million tons up
from 26.93 million tons by 5.6 %. Turkey‘s steel consumption growth pace slowed down sharply
in 2012 in parallel to the economic activities, after growing at double digit rates in 2010 and
2011. Slower growth rate in flat steel consumption compared to the long steels reflects the
stagnation in manufacturing industry.
Exports and imports of the Turkish steel industry in recent years are summarised in the charts
below. As can be seen, exports are higher than imports. Long products form 74 percent of total
exports whereas flat products form 56 percent of total imports in 2009. The top 5 long product
exports markets were Egypt, UAE, Iraq, Libya and Yemen in 2009. Flat products are mainly
imported from Russia, Ukraine, Romania, Italy and Belgium. Together with the global economic
crisis, the decreasing demand both globally and domestically has affected exports and imports.
Turkish steel exports have declined by 5 percent and imports by 23 percent. However, according
to BMI forecasts, steel imports are expected to increase by a CAGR of 14 percent between 2010
and 2014 reaching 17.6 million tons. Steel exports are also expected to increase by a CAGR of 16
percent between 2010-2014 reaching 31.8 million tons.
Figure 2.28: Turkish Steel Exports and Imports by Category and Country

(Source: Deloitte, 2010)
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Turkey‘s total iron and steel exports, including the articles of steel and steel pipes reached 20.3
million tons from 18.5 million tons up by 9.6 % in terms of tonnage and up by 3.3 % to 17.2
billion USD in terms of value. While billet exports reached 3 million tons level up by 24 %, flat
steel exports dropped by 19 % to 1.86 million tons mainly due to the lower exports sales to the
EU region as a result of the sharp drop in the consumption of the region. Long steel exports of
Turkey, which has traditionally been the largest exports product group, reached 11.7 million
tonnes up by 11.8 %. In the whole of 2012, while long steel accounted for 58 % of Turkey‘s total
steel exports, the share of semis was 15 %, tube and pipes 9.3 % and flat steel products 9.2 %.
Turkey‘s total steel exports to the Middle East and Gulf Region and North Africa recovered in
2012 partly depending on the stability in the economic, social and political climate of the region.
Turkey‘s total steel exports to the Middle East and Gulf countries increased by 27 %
to 9 million tons and exports to the North Africa grew by 16 % to 2.1 million tons.
While the share of the two regions in Turkey‘s total steel exports increased from 48
% in 2011 to 56 % in 2012, share of the EU region dropped sharply from 19.9 % to
12.4 %.
While Turkey‘s total steel import, including the articles of steel and steel pipes, increased by 10.8
% to 11.84 million tons in terms of tonnage, value of import dropped by 5 % to 11.23 billion USD
due to the fall in average price levels. 2012 import data show that Turkey‘s semis import soared
by 56 % and flat steel import stayed at high levels of 2011 despite production capacity well over
the demand. In addition to the high levels in flat steel imports, low demand in the main exports
markets especially EU region, put pressure on the flat steel production of Turkey. Furthermore,
despite Turkey has two times more capacity than its consumption in long steel products, Turkey
has imported around 1.3 million tons of long steel products, which reflects the free market
structure in the Turkish steel industry.
When steel import is analysed in terms of regions, it is clearly seen steel exports of the EU to
Turkey increased by 16.7 % to 5.2 million tons in terms of tonnage and reaching 5.5 billion USD
exports value, while EU imported less steel from Turkey. In addition to the EU, Turkey‘s total
steel import from the CIS region also rose by 9.5 % to 4.6 million tons and import from the Far
East & Southeast Asia strengthened by 4.7 % to 1.4 million tons. In 2012, EU and CIS accounted
for 83 % of Turkey‘s total steel import. Turkey continued to have deficit in its steel trade with the
EU and CIS regions, despite surpluses in trade with the other regions. In 2012, Turkey‘s net steel
import from the EU climbed from 1.4 billion USD to 2.4 billion USD and net import from the CIS
region reached the 2.5 billion USD level. Turkey‘s total net steel import from the EU and CIS
regions reached around 5 billion USD level.
Turkish steel industry, which traditionally exports half of its production, is estimated to exports
around 22 million tons of steel in 2013 up by 6 %. In 2013, EU market is expected to continue
gradual recovery from the low points of activity seen in 2012; partial stability is expected be
established in the Middle East region; more steady demand conditions in the Far East region, is
expected to support stability in the international markets. Turkey‘s steel exports to the Middle
East and Gulf region is expected to continue growing; exports to the countries in Africa and Far
East which are specified as the target markets by the Turkish Steel Exportsers Union is also
forecasted to continue improving.
When analysing the pattern of the trade between EU8 in this subsector, it differs totally from the
former chemical one. If we consider some major products:
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Coils: Turkey is net importer with Spain and Romania, and slightly exporter with Italy;
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Bars: Turkey is net importer with Spain, balanced with Italy, when Romania is not significant;
Sheets: Turkey is net importer with Italy and Romania, when Spain is not significant.

EU and EU8 are typically providers of Turkey with iron and steel products. However in
several categories, there are bilateral flows, generated by price or quality
competitiveness: blooms, wire rods, bars and rods, angles and shapes, and other
tubes and pipes (see Annex 2). All these exchanges carry potentials for industry
cooperation.
D – General machinery (SITC 74)
The Turkish machinery sector is composed by 6344 companies, producing USD 5.6 billion of
machines, with an annual growth rate of output of 20% since 1990. The share of domestic input
is 80%-85%. Turkish machinery industry represents 8.6% of the exports and 11.3% of Turkish
imports. The machinery industry in Turkey has been growing at a rate of nearly 20%
per year since 1990. The growth of the Turkish machinery sector is backed by highly
competitive and adaptable small and medium-sized businesses (SMEs), which form
the bulk of the industrial production in the country. The combined advantage of the
engineering capability required to compete in the international market with reasonable labour
costs enable the Turkish machinery industry to offer a range of products and components that
are both high-quality and affordable.
The major exports destinations of Turkish machinery products include Germany, France, the UK,
Italy and Iran respectively. On the other hand, Turkey imports machinery products mostly from
China, Germany, Italy, France and the USA. Turkey‘s machinery industry has been given
ambitious exports targets for the country‘s 100th anniversary in 2023. To reach USD 100 billion of
exports with a share of 2.3% of the global market, the Turkish machinery industry is projected to
have a CAGR of 17.8 percent until 2023. By that time, sector‘s share of Turkey‘s exports is
expected to be no less than 18%. The machinery industry has also been attracting foreign direct
investment (FDI), attracting more than USD 771 million over the past ten years.
The harmonization of EU legislation in accordance with Turkey‘s accession process made it
compulsory to obtain necessary safety and compatibility certifications. By July 2010, four Turkish
national institutions were authorized to ensure local machinery producers‘ compliance with the EU
standards.
Like with chemicals the trade pattern is very unbalanced in this category of
investment goods. This trade clearly participates in the technological modernization
of Turkey‘s industry. Sooner or later the benefits of these flows will become visible
and the misbalance should diminish. The existing reverse flows show that the
machines ―made in Turkey‖ can find some competitiveness. In some well-defined
niches, FDI flows and industry cooperation could replace simple trade. The general
machinery subsector is a good example for that (but other machinery subsectors are also
relevant) as shown by following products (see Annex 2): non-domestic refrigerators, parts of
pumps, centrifuges, filtering and purifying machinery, parts of machines, balls and rollers, shafts
and cranks, and other non-electric parts and accessories.
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CONCLUSIONS
Detailed analysis of four value chains provides several lessons. One can identify for Turkey two
different ways of entering GVCs. The deep intra-firm vertical specialization as with Italy provides
the best way for sustainable trade, for technology transfers and for enhancing the technological
level of export. The second pattern as with Portugal and Romania is based on intra-branch trade
and cooperation: the partners sell each other assembled cars and parts, without deep industry
cooperation. This is positive for value added and technology content of the trade, but the
technology transfers are low. This pattern should be considered as intermediate or preliminary.

Another way of entering value chains is shown by plastics and iron and steel products. Here the
vertical sharing of the supply chain is guided by the value added content: Turkey is specialized in
the low value added segments and imports high value added segments: the trade pattern is thus
highly unbalanced. The point is to assess the potential dynamics of the intra-sectoral
participation of Turkey in these value chains in intermediate goods. The technological gap
appears higher in chemicals than in metals.

However, despite the differences, in both cases one observes more balanced flows in the lower
segments with some EU8 countries showing niches for further industry cooperation and even
intra-firm specialization. This is also valid for general machinery, and probably other investment
goods: beside very unbalanced transfers of technological equipment one can identify with
specific goods and EU8 countries like Italy, Spain and Romania some niches with more balanced
flows appealing for deeper industry cooperation and sometimes possibly intra-firm value-chain
segmentation. The focus should be given to the value chains that resisted the most to the crisis:
chemicals, textile, equipment and vehicles. In other cases more common forms of FDI and
joint ventures will help improving the profiles and benefits of trade.
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3. BILATERAL FDI RELATIONS BETWEEN EU8 AND TURKEY
Foreign direct investment (FDI) is a significant component of globalization process whereby
through internationalization production processes are increasingly fragmented and scattered
across the world, next to global financial flows and portfolio investments. The accelerated global
growth of FDI stocks and flows point to the fact that internationalization of business activities is
becoming increasingly demanding, for example, FDI is often used to bypass barriers to trade by
businesses among other reasons. Debates about its advantages, business or policy contexts are
covering a large spectrum, and further debates abound. However, the ongoing debate does not
change the realities of day-to-day business transactions of TNCs, mergers and acquisitions, and
cross-border investment activities over-all.
International organizations such as UNCTAD, OECD, IMF and IFC are trying to assess the global
investment trends, and doing business practices through data collection and survey analyses,
while determinants of FDI are periodically altered since 1990s due to both learning by doing
processes as well as changing global economic trends and conditions.
Currently, the global question of competitiveness coupled with the recent trend on being part of
global value chains or not is also accelerating. These trends, in return, have already commenced
a competition among the countries to improve their global economic standing through attracting
FDI, while coping with the realities of domestic economic conditions which cannot be dealt in
isolation in a globalized world. Consequently, globally countries are competing for attracting FDI
for a variety of reasons covering a large spectrum from employment, finance, R&D, growth, and
so on.
The European Union and its member states are not immune to these global trends, and the EU as
a major global economic player has a considerable place in global investment environment.
Turkey, on the other hand, a candidate country to the EU with also Customs Union Agreement as
of 1996, is a fast growing dynamic economy. Due to its proximity and candidate position, it is a
significant economic partner for several individual EU member states. As a most recent trend,
Turkish businesses have also begun to be investment partner for EU businesses with outward FDI
accelerating towards the EU member states.
Within this context, following the analysis in the trade section, this section on FDI aims to explore
future possibilities of enhancing economic cooperation between the EU member states and
Turkey, more specifically, identification of sectoral value chains between Turkey and
the crisis-struck EU member states as well as neighbouring ones through the medium
of FDI as a continuation of the previous part on trade.

3.1 FOREIGN DIRECT INVESTMENT, COMPETITIVENESS, AND GLOBAL VALUE CHAINS
IN THE EUROPEAN UNION: AN OVERVIEW
In a recent opinion piece, Antonio Tajani, Vice-President of the European Commission and
Commissioner for Industry and Development highlights the fact that globalization is a window of
opportunity for European industries instead of being a threat. Tajani says further that ―One way

that globalization allows the EU to maximize the competitiveness gains are through ‗value chain
positioning‘… Value chain performance is becoming a more important measure of
competitiveness than traditional focus on exports of final products.‖28 Commissioner
28

Europe 2013: Coping with the crisis, the European way, E&Y, 2013, p.3.

57
57

Tajani also emphasizes the findings of a recent empirical research correlating the effectiveness of
EU‘s industrial policy to the competitiveness of European firms in the global value chains.
Moreover, a vital boost of competitiveness is seen to be interlinked to increasing the potential of
the EU in attracting FDI. Thus the concept of value chain and value chain performance is
increasingly becoming important within the context of FDI.
Consequently, the next section reviews the recent developments regarding the significance of
global value chains and the FDI. Then, the global competitiveness position of the EU28, EU8 and
Turkey is elaborated upon as a performance benchmark regarding both participation in GVCs and
also for the FDI. Next, the Doing Business rankings and their significance are highlighted as a
continuation of this benchmarking.
EU Commissioner Antonio Tajani: “One way that globalization allows the EU to maximize the
competitiveness gains is through ‘value chain positioning’… Value chain performance is becoming
a more important measure of competitiveness than traditional focus on exports of final
products.”

3.2

GLOBAL VALUE CHAINS AND FOREIGN DIRECT INVESTMENT

Although global value chains in general and the concept of value chain29 in particular is generally
associated with international trade, recent joint study of OECD, WTO, and UNCTAD under the
mandate of G20 strongly points out to the close link between global value chains and investment,
more specifically the FDI, given the significant role of TNCs in facilitating FDI, therefore the
GVCs.30 OECD, in one of its recent studies names trade and investment as the ―twin drivers
of economic globalization‖.31 This is indeed visualized through data covering the years
between 2000-2011 on global trade and FDI as percentage of GDP as below.
Figure 3.1: Global Trade and Investment as % of GDP

Global Trade and FDI,
GDP%,
2000-2011
FDI - - - - Trade ___
Source: OECD data

The role of GVCs in investment, growth, enhancement of competitiveness, internationalization of
SMEs, and employment among others are all acknowledged by the international organizations,

29

OECD defines the concept of value chain as “the full range of activities that firms engage in to bring a product to the market,
from conception to final use. Such activities range from design, production, marketing, logistics and distribution to support to the
final customer. They may be performed by the same firm or shared among several firms.” (OECD, 2013, infra note 6)
30
Implications of Global Value Chains for Trade, Investment, Development and Jobs, OECD, WTO, and UNCTAD, 2013.
31
Interconnected Economies: Benefiting from Global Value Chains, OECD, 2013.
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albeit sometimes at different levels and contexts, partially based also on the empirical research
conducted regarding the GVCs.
UNCTAD in its World Investment Report 2013 also focuses on the global value chains and the FDI
as its main theme.32 UNCTAD reports for example that there is a significant correlation between
inward FDI levels and participation in global value chains. This recent underlying trend of
assessment of global value chains and FDI also forms the focus of the current study with a view
to provide a more thorough assessment regarding its main objective.
The global expansion of the operations of TNCs through foreign direct investment (FDI) is
considered as the major driver of growth of GVCs.33 As a general postulate, countries with high
levels of FDI presence in relation to their economic size are observed to have a higher
level of participation in GVCs. This is also indicated in the figure below which signifies the
close correlation between countries‘ FDI stocks and the GVC participation between the years
1990 and 2010.
Figure 3.2: Global FDI and GVC Participation; developed and developing countries

(Source, UNCTAD WIR 2013)

According to most recent OECD Index of Global Value Chain Participation, a benchmark of GVC
participation performance, it is clearly seen that the EU member states and Turkey are also
embedded in GVCs with different levels of intensity. Figure 3.3 below indicates their level of
forward and backward participation34 in the GVCs35.
32

World Investment Report 2013, UNCTAD, 2013.
Implications of Global Value Chains for Trade, Investment, Development and Jobs, OECD, WTO, and UNCTAD, 2013; p.10
34
Forward participation refers to where the country provides inputs into exports of other countries. Backward participation refers
where the country imports intermediate products to be used in its exports. Ratio of the forward and backward participation for a
country indicates country’s net gains in terms of value-added by participating in GVCs (Banga, UNCTAD, 2013).
35
OECD TIVA database is a recent effort in identification of GVCs with a view to inform the policy framework of the countries.
The latest release of data was made in May 2013 covering an evaluation of data between 1995 and 2009. Further work is underway
also in cooperation with WTO as well as UNCTAD to enhance the GVC analysis at large.
http://www.oecd.org/industry/ind/measuringtradeinvalue-addedanoecd-wtojointinitiative.htm
33
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Figure 3.3: GVC Participation of EU Member States and Turkey
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The results of the OECD GVC Participation Index are interesting also for the purpose of the
current study if this is narrowed down to the focus group EU8 and Turkey as seen in the figure
below. Accordingly, for example, it is possible to say that Spain and Italy have proximate GVC
participation levels both in forward and backward participation and they are in close parallel with
Turkey and Greece also.
Figure 3.4: GVC Participations of EU7 and Turkey36
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The subsequent sections analyzing the bilateral FDI between the EU8 and Turkey will further
reveal whether GVC participation is also reflected in overall FDI figures of these countries in line
with the conventional wisdom on GVC-FDI correlation. Here it is also important to note that
participation in GVCs by countries is a strategic issue. This is because participation GVCs do not
bring in spontaneous benefits per se. A country‘s global economic standing requires a holistic
approach taking into account its investment promotion policies regarding FDI, and
competitiveness policy among others with the emergence of GVCs. Consequently, this awareness
is also leading to redefinition of industrial policies across the world and in the European Union,
changing parameters of policy making as it is previously mentioned in Section 1.4 above. The
36

The relevant OECD data does not cover Croatia, thus only EU7 and Turkey could be provided for the purposes of this study,
instead of EU8 and Turkey.
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parameters for businesses and FDI determinants are also changing across the world within
individual countries with the emergence and increasing significance of GVCs.
Regarding the competitiveness policy, the drivers of competitiveness are linked more and more
towards international networks of production and FDI. Thus business as usual is changing, while
GVCs are increasingly demanding in nature against the national protectionist measures of all
kinds.
Regarding investment promotion policies, TNCs are simultaneously expanding upon new
opportunities arising from the GVCs and shape their international investment decisions
accordingly. This trend also means that the indicators and sub-indicators of the Global
Competitiveness Index published annually by World Economic Forum, and the parallel indicators
of World Bank - IFC Doing Business Index will increasingly become important parameters for
benchmarking in terms of attracting FDI on part of the countries and consequently fuelling
further the global competition for FDI in this context. Moreover, these two indices are widely
accepted as tools for measuring the GVC participation performance of the countries.37
The parameters for businesses and FDI determinants are changing across the world within
individual countries with the emergence and increasing significance of GVCs. Consequently, this
awareness is also leading to redefinition of industrial policies across the world and in the
European Union, changing the parameters of policy making.

3.3

GLOBAL COMPETITIVENESS IN FDI AND GVC PERSPECTIVE: EU MEMBER STATES
AND TURKEY

FDI is globally accepted to be among the main drivers of competitiveness, growth and
development as part of the economic globalization process. According to statistical evidence of
UNCTAD and IMF, during the last decade, covering the years 2000 and 2011, the global FDI
increased by 9% annually on the average, which creates a strong parallel with global annual
growth average of 7% for the same time period.38
Global competitiveness rankings issued annually by World Economic Forum comprise important
components of the FDI determinants while providing a general overview of country performance
on competitiveness which in return is increasingly measured through participation in GVCs.39 For
the purposes of the study, the 2013-2014 ranking scores40 are presented below to indicate current
performance, concentrating on the EU8 and Turkey which form the focus group of this study.
As it is seen in Figure 3.5, in terms of overall competitiveness scores Turkey ranks 16th among the
EU28 while the country ranks 3rd after Ireland and Spain among the focus group of the EU8. A
closer look into the competitiveness scores indicate, with reference to the performance of
individual countries within the context of their performances in underlying subcomponents of this
Index, that possibility of creating synergies between the EU8 and Turkey is high and it needs to
be further explored. Given also the proximity of competitiveness scores, together with existing
and potential complementarities as they are also identified in trade section of this study, FDI can
also be a medium for further synergies.
37

See further Cattanneo et al, 2013 on measurement of GVC participation.
Global Agenda Council on Global Trade & FDI 2012-2014, World Economic Forum.
39
For individual components of above mentioned WEF Global Competitiveness Index, see the report at
http://www.weforum.org/reports/global-competitiveness-report-2013-2014
40
The reason for employing the scores rather than rankings of the GCI is to provide a more sound approach towards comparison,
because the scores are definitive ground for the Global Competitiveness Rankings.
38
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Figure 3.5: Global Competitiveness Scores of EU28 and Turkey, 2013-14.
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Moreover, according to one of the subcomponents of the Global Competitiveness Report 20132014, that is, value chain breadth41, the performance of the EU member states, the EU8 and
Turkey are presented in the figure below where value chain breadth scores of the countries are
indicated. This sub-index relates to participation of the countries across different parts of a GVC,
and the higher scores indicate the presence of a country across all levels of GVCs from production
to distribution, marketing, sales, etc. On the global scale, Ireland, and Italy rank 19 th and 20th
followed by Spain ranking 23rd with a short score margin; and by Turkey as 42nd and Portugal as
48th. There is a considerable gap with the rest of the EU8 in value chain breadth scores. Greece
ranks 84th and Romania and Croatia rank 97th and 100th respectively, followed by Bulgaria as
116th.
Figure 3.6: Value Chain Breadth of EU member states, EU8 and Turkey in Perspective, 2013-2014
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41

Value chain breadth refers to the subcomponent of the Global Competitiveness Index under Business Sophistication. The value
chain breadth can be narrow or broad depending on the nature of participation to a GVC. The scores of the countries in this sub
index is between 1-7 and 7 is the highest score.

62

62

The top ranking country of this index is Germany globally with a score of 6.05, while there are six
EU member states within top 10 ranking. Among the EU8 and Turkey focus group, Ireland
ranks 1st, followed by Italy and Spain with closer scores in terms of value chain
breadth. These three are followed by Turkey and Portugal. Thus Turkey ranks 4 th
among these focus group of EU8 countries.
In addition to the general outlook of competitiveness made up of macroeconomic and
microeconomic competitiveness factors, as well as the value chain breadth subcomponent,
another exemplary subcomponent of the Global Competitiveness Index 2013-2014, is FDI and
technology transfer. In the era of globalization, regardless of the origin of its development,
technology is an important factor for enhancement of productivity. The main issue is that firms in
a given country need to have an access to advanced products next to the ability to use them. In
this context, FDI plays a central role as a source of foreign technology. A clear indication of this
aspect of FDI can be observed in the recent acquisitions of the Turkish firms in Europe whereby
some firms carried all the physical production assets including technological know-how and
patents into Turkey.42 Since technology transfer is one of the main issues related to FDI and to
overall productivity, it is important to present an overview of EU28, EU8 and Turkey. The figure
below indicates the extent which FDI brings in new technology into the individual countries.43
According to the results of this index shown below, with a score of 6,52 out of 7, Ireland ranks
first in terms of FDI being the main source of technology transfer, followed by Portugal and
Turkey with reference to EU8 focus group. This can be considered as another indicator for the
potential of creating synergies between the EU8 and Turkey, given that Turkey scores 14th
among EU28 and 3rd among the EU8.
Figure 3.7: FDI and Technology Transfer Scores of EU28 and Turkey, GCI 2013-14
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Finally, another important subcomponent of Global Competitiveness Index to highlight for the
purposes of current study vis-à-vis participation in GVCs and attracting FDI as well as the

42
43

See further the next section on the Business Case for FDI.
The scores are between 1 and 7. The higher the score the more FDI is the key source of new technology in a given country.
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internationalization of SMEs is the state of cluster development.44 Cluster development is not
only important for participation in GVCs, attracting FDI, and SME internationalization but also it is
considered as an important driver for economic growth.
In terms of participation of SMEs to GVCs and their internationalization prospects cluster
development is already part of industrial policies of several countries; i.e. Italy is one of the
leading countries in the world in clusters and this partially explains its successful integration to
various GVCs and also its relative success in FDI. Globally, Italy ranks 2nd in terms of cluster
development state, the closest global follower being Ireland ranking 21st, followed by Turkey as
30th within the focus group of EU8 and Turkey. Portugal and Spain rank 41st and 42nd,
respectively; and Romania 96th, Bulgaria 108th, Croatia 114th, and Greece 128th.
Figure 3.8: State of Cluster Development, 2013-2014
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After briefly establishing the competitiveness performance of the EU28, EU8 and Turkey as well
as level of participation in GVCs through some of the sub-indices relevant to FDI, it is also
important to have an overview of most recent World Bank – IFC Doing Business Rankings of
these countries towards establishing their position in relation to FDI. This index is also considered
to be one of the important measures for GVC participation as described in Section 1.4 above.
Global Competitiveness Index (GCI) is made up of several subcomponents that are directly
relavant to assessment of FDI position and attractiveness of the individual countries. The Index is
recognized internationally as one of the measures of GVC participation performance for individual
countries as well. According to the results derived out of GCI and its subcomponents, including
value chain breadth, FDI and technology transfer, state of cluster development, it is possible
to see that Turkey is in comparable position to EU8 and is performaing better than some of
the EU8 in these indices. The overall results of the GCI with its sub-indices also indicate the
potential to create synergies as well as parallel areas of improvement.
44

The highest score is 7 in this index indicating existence of widespread clusters (geographic concentrations of firms, suppliers,
producers of related products and services, and specialized institutions in a particular field) covering various sectors.
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3.4

WORLD BANK - IFC DOING BUSINESS INDEX IN FDI PERSPECTIVE AS PART OF
ASSESSING INVESTMENT CLIMATE (ENABLING ENVIRONMENT)

The purpose of employing the IFC Doing Business Index for the current study dwells on a variety
of complementary reasons towards exploring the FDI positions in general and the business case
of FDI in particular in addition to presenting a benchmark for GVC performance.45 Doing Business
Index is made up of several subcomponents46 towards examining the investment environment
such as creation of new businesses, getting permits, etc., next to a dimension of
entrepreneurship indicating the new business density in the countries concerned. These
subcomponents also refer to evolving determinants of attracting FDI as it has been pointed out
previously as part of the fast progressing GVCs. Therefore, the Index itself and its
subcomponents are directly correlated to global competition for the FDI, and especially from view
point of the business case of the FDI. Moreover, the indicators used in this Index will become
even more important for countries in the years to come with reference to fast evolving GVCs and
locational choices for the FDI. By employing the results of the Doing Business Index 2013, the
following figure indicates also, albeit indirectly and with different levels of density due to the
weight of the subcomponents of the Index, the business cultures of the countries. Thus Figure
3.9 below indicates the overall rankings of EU28, EU8 and Turkey at a global scale to provide an
overview.
With reference to Doing Business indicators, Turkey is the 5th with reference to the
focus group of EU8, and is parallel position to Italy and Romania, while having a
slightly better position than Greece and Croatia. The sizes of countries as well as the
recent Euro crises have their toll on the EU member states naturally. However, as a benchmark
the results of the Index point to the fact that Turkey is not substantially different from at least
the 5 of the EU8 focus group of countries as such also with reference to the subcomponents of
the Index.
Figure 3.9: Doing Business Global Rankings 2013, EU28, EU8 and Turkey
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See further Catteneo, 2013, p.13
The subcomponents of the Doing Business Index are as follows: Starting a Business, Dealing with Construction Permits, Getting
Electricity, Registering Property, Getting Credit, Protecting Investors, Paying Taxes, Trading Across Borders, Enforcing
Contracts, Resolving Insolvency
46
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Clearly, on the overall, results of this index alone is not sufficient to comment on the complex
business environments of the countries concerned, however, the weight and density of the
subcomponents through the years provide a better picture. While these indices to a certain extent
reflect the opinions delivered through surveys, thus having a subjective side, they nevertheless
provide a benchmark on country performance, especially in terms of investment decisions of
businesses, next to several other factors such as the size of the market, proximity to the other
markets, and final demand among others.
World Bank- IFC Doing Business Index, like the GCI is considered internationally as one of the
measures of GVC participation while simultaneously providing a benchmark for FDI
competitiveness of individual countries. According to the results of the Index, Turkey is in 5th
place after Ireland, Portugal, Spain, Bulgaria within the EU8 although there is a
considerable gap between Ireland and Portugal on the one hand, and others. Although both
GCI and Doing Business Index are arguable subjective as they depend on surveys, they
nevertheless provide an important benchmark in terms of investment decisions of the businesses.
And with the rise of GVCs, as measure of GVC performances of countries, their significance is on
the rise.

3.5

BILATERAL FDI BETWEEN EU8 AND TURKEY: EXISTING AND POTENTIAL
SYNERGIES

This section presents the state of affairs regarding bilateral FDI relations between the EU8
(Ireland, Italy, Spain, Portugal, Greece, Bulgaria, Romania, Croatia) and Turkey with a view to
highlight existing and potential synergies across years and where applicable across sectors
depending on the available data. Prior to this, below subsection will provide an overview of
bilateral FDI relations of Turkey with the EU member states in general before the bilateral data of
Turkey with focus group of EU8 is presented.
3.5.1. Bilateral FDI of Turkey with the EU Member States
This section indicates in a nutshell the FDI inflows and outflows of Turkey with EU27 according to
most recent data with a view to present a benchmark for the assessment of the bilateral FDI with
EU8 further.
While the effects of Euro crises is clear regarding the FDI inflows from the EU27 into Turkey, as
of second quarter of 2010 there is a sharp increase up until second quarter of 2011. This increase
mainly owes to FDI in financial services sector covering a large investment volume.
Figure 3.10: FDI Inflows to Turkey from the EU27, 2007-2013 (Quarterly Data), USD Million
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(Source: Central Bank of Turkey, figures self-made)
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On the other hand, in terms of FDI outflows towards EU27, Turkey has a relatively steady trend
across years, as it is seen in Figure 3.11 below. The main exception to this steady trend is the
period between last quarter of 2011 until second quarter of 2012. This signifies also the effects of
Euro crises, since the acquisition of firms in the EU27 has become a window of opportunity for
internationalization of Turkish firms during this period through affordable acquisitions as well as
greenfield investments.
Figure 3.11: FDI Outflows from Turkey to EU27, 2007-2013 (Quarterly Data), USD Million
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3.5.2. An Overview of FDI Flows and Stocks of EU8 and Turkey in Perspective
In this context, first, an overview of the FDI flows is presented between the years 2002 and
2012. Second, an overview of the FDI stocks is presented for the EU8 and Turkey for the same
time period. Finally, individual country cases are elaborated upon in detail for mapping possible
synergies across years and sectors in the following subsections. FDI flows between the years
2002-2012 are indicated in current prices, as percentage of world total, and as percentage of
GDP in the Figures below, based on the UNCTAD data.47
Figure 3.12: Inward FDI Flows to EU8 and Turkey, USD Million, 2002-2012
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47
“FDI inflows and outflows comprise capital provided (either directly or through other related enterprises) by a foreign direct
investor to a FDI enterprise, or capital received by a foreign direct investor from a FDI enterprise. FDI includes the three
following components: equity capital, reinvested earnings and intra-company loans. Data on FDI flows are presented on net bases
(capital transactions' credits less debits between direct investors and their foreign affiliates). Net decreases in assets or net
increases in liabilities are recorded as credits, while net increases in assets or net decreases in liabilities are recorded as debits.
Hence, FDI flows with a negative sign indicate that at least one of the three components of FDI is negative and not offset by
positive amounts of the remaining components. These are called reverse investment or disinvestment”. UNCTAD, 2013.
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The data on inward FDI flows clearly points out to the double-sided effects of the Euro crisis in
Europe and its effects on individual countries among the Eurozone members of the EU8, with
Italy, Spain and Ireland sharp declines in inward FDI flows.
Figure 3.13: Inward FDI Flows to EU8 and Turkey, % of World Total, 2002-2012
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The effects of enlargement, on the other hand, and full membership process for Bulgaria,
Romania and Croatia are clearly seen through the years through the inward FDI flows as
percentage of their GDP.
Figure 3.14: Inward FDI Flows to EU8 and Turkey, GDP%, 2002-2012
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Below presented figures, in return, point out to the outward FDI flows of the EU8 and Turkey.
Like in the inflows, Spain, Italy and Ireland are the most active countries among the EU8 in terms
of FDI outflows, recently also joined by Portugal, while the FDI outflows of Turkey being
relatively stable across the past decade.
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Figure 3.15: Outward FDI Flows from EU8 and Turkey, USD Million, 2002-2012
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Figure 3.16: Outward FDI Flows from EU8 and Turkey, % of World Total, 2002-2012
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Figure 3.17: Outward FDI Flows from EU8 and Turkey, GDP%, 2002-2012
14

Bulgaria

12

Croatia

10

Greece

8
6

Ireland

4

Italy

2

Portugal

0
-2

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

Romania
Spain

-4

Turkey

-6
(Source: UNCTAD data, all figures self-made)

6969

3.5.3. FDI stocks of EU8 and Turkey in Perspective
This section presents a general overview of the EU8 and Turkey FDI stocks in the period 20022012 based on UNCTAD data48. While the inward FDI stocks of Portugal, Romania, Bulgaria and
Croatia indicate a stable trend as a group, the inward FDI stocks of Spain, Italy, Ireland and
Turkey indicate a general dynamic upward trend. The global position of the inward FDI stocks is
presented further below.
Figure 3.18: Inward FDI Stocks of EU8 and Turkey, USD Million, 2002-2012
700000

Bulgaria

600000

Croatia

500000

Greece

400000

Ireland

300000

Italy

200000

Portugal

100000

Romania
Spain

0

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

Turkey

(Source: UNCTAD data, all figures self-made)

Figure 3.19: Inward FDI Stocks of EU8 and Turkey, % of World Total, 2002-2012
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In terms of inward FDI stocks as GDP%, Ireland is leader among the EU8 and Turkey, while the
rest can be considered in clusters. Spain and Portugal form a stable and parallel cluster of inward
FDI stocks together with Croatia and Romania, while Greece, Italy and Turkey form another
cluster. Bulgaria forms a free trend among the EU8 and Turkey fluctuating behind Ireland across
the years with ups and downs following its full membership process to the EU, benefiting from
48

FDI Stocks include, “for associate and subsidiary enterprises, it is the value of the share of their capital and reserves (including
retained profits) attributable to the parent enterprise (this is equal to total assets minus total liabilities), plus the net indebtedness
of the associate or subsidiary to the parent firm. For branches, it is the value of fixed assets and the value of current assets and
investments, excluding amounts due from the parent, less liabilities to third parties”. UNCTAD, 2013.
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FDI flows during this process. The same remark can also be made regarding Croatia that shows a
stable trend but also indicating the advantages of full membership process to the EU.
Figure 3.20: Inward FDI Stocks of EU8 and Turkey, GDP%, 2002-2012
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Regarding outward FDI stocks the overview of the EU8 and Turkey are indicated in the figures
below.
Figure 3.21: Outward FDI Stocks of EU8 and Turkey, USD Million, 2002-2012
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Figure 3.22: Outward FDI Stocks of EU8 and Turkey, % of World Total, 2002-2012
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Figure 3.23: Outward FDI Stocks of EU8 and Turkey, GDP%, 2002-2012
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The leader is clearly Ireland, followed by Spain, Portugal and Italy in terms of
outward FDI stocks as GDP% along the years, while the rest of the EU8 and Turkey
show a stable trend.

3.6

TURKEY WITH RISING BUSINESS CONFIDENCE: PARTICIPATION IN GVCS AND
FDI POSITION

According to the most recent Eurochambres Economic Survey, while the business
confidence in the EU countries is declining, it is on the rise in Turkey.49 The country
specific observations in this specific survey for the period between 2011 and 2013 indicate that
Turkey is among the top countries in business confidence within the scope of EU8, while Portugal
remains also slightly optimistic and confident among the Eurozone countries. Again, the same
survey also identified the investment expectations in Europe. Accordingly, Turkey remains among
the optimistic countries for investment in extra-EU, while Portugal remains to be the optimist of
the Eurozone, and Croatia and Spain both have negative expectations.
According to Ernst and Young, the foreign investor confidence for Turkish economy matches
Turkey‘s optimism, and it is only second to Brazil globally with 80.6%, and the investor
confidence for Brazil is 83.4%. This figure is 38% for Europe.50
One of the purposes of this section is thus to indicate how these business expectations meet their
reality in practice, and whether Turkey, as seemingly one of the most optimist countries in
Europe, could possibly turn the expectations into reality vis-à-vis its bilateral investment relations
with the EU member states, optimist and pessimist alike. Before proceeding with the individual
EU8 countries, it is also beneficial to present an overview of GVC participation of Turkey by
specific sectors which is to be followed by a presentation of FDI inflows and outflows of Turkey
with EU27 between 2007 and 2013 in order to present a clearer picture.
According to OECD figures, the overall GVC participation of Turkey is roughly around %40, with
25% backward and 15% forward participation positions,51 respectively. As for sectoral
49

Eurochambres Economic Survey 2013, http://www.eurochambres.eu/ees.
Turkey 2013: The shift, the growth and the promise, E&Y, 2013.
51
A backward participation in GVCs means the use of foreign intermediates in a country’s exports, whereas forward participation
means use of a country’s intermediates in other countries’ exports. The data and figures used here belong to OECD TIVA database
which can be reached at www.oecd.org/trade/valueadded.
50
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distribution of this participation, Turkey participates in manufacturing GVCs for
chemicals, basic metals, textiles and transport equipment while also indicating a
higher participation in a number of services sectors such as wholesale / retail,
transport and telecommunications services.
Figure 3.24: GVC Participation of Turkey by Sectors
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As the manufacturing sector exports increasingly includes value added from service sector vis-àvis efficient functioning of GVCs, it is also important to see the case of Turkey in this context. This
is also because almost one third of value of Turkey‘s manufacturing sector exports represents a
services value added constantly increasing as of 1995 up until 2009 and beyond; more specifically
to a larger extent in terms of distribution services, followed by business services. There is only
one exception to the rule in manufacturing sector for Turkey, that is, the food products,
according to the OECD data.
Figure 3.25: Sectoral Distribution of Services Content of Gross Exports
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According to recent Ernst and Young Survey, Turkey has been in contrast with the global FDI
trends in terms of FDI inflows in 2011 with an increase of 76% between 2010 and 2011. In 2011,
the value of its greenfield investments reached USD 10.3 billion. However, in 2012, a decline of
7373

cross-border M&A sales driven inflows to Turkey dropped by 33% which is less than Europe, that
is 36.1%.52
Figure 3.26: Turkey, Cross-border M&As Net Sales/ Purchases, 2002-2012, USD Million
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The FDI projects in Turkey spread across the entire value chain. Turkey received both
industrial and services sector projects although the services activities count more. 53 Between 2007
and 2012, Turkey has secured 395 FDI projects in total. Knowledge-driven sectors such as
business services, ICT, and financial services generated more than one-third of the FDI projects
in Turkey with 36% during this period, while services sector generated 63% of the projects.
Turkey safeguarded 95 FDI projects in 2011, and the FDI inflows to Turkey fell just 2.1%, but
new jobs increased by 39.1%. In relation to sectoral distribution of these projects, it is possible to
conclude that construction, automotive and logistics companies placed their bets on Turkey‘s
growth potential.
Figure 3.27: Turkey, Outward and Inward Greenfield Project Values, 2003-2012, USD Million
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Turkey 2013: The shift, the growth and the promise, E&Y, 2013.
E&Y, EIM excludes portfolio investments and M&As thus shows the reality of investment in manufacturing and services
operations of the firms in FDI.
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Figure 3.28: Turkey, FDI Flows and Stocks, 2003-2012, USD Million
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(Source: UNCTAD data, all figures self-made)

Figure 3.29: Turkey, Pre- and Post- EU Negotiation Period FDI Inflows and Outflows, USD Million
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Figure 3.30: Turkey, Pre- and Post-Euro Crisis Period FDI Inflows and Outflows, USD Million
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The source of the FDI projects in Turkey is mainly Europe with an overwhelming 46.3%, followed
by North America with 14.7%, and Central and Eastern Europe with 2.1%. Turkey‘s
competitors in attracting FDI are Spain, Portugal, Greece and Romania respectively.54
Business leaders consider the most significant assets of Turkey in attracting FDI as market
opportunities, large domestic market, and reasonable labour cost. The outlook of leading sectors
in Turkish FDI projects in 2007-2012 are as follows:
54

Turkey 2013: The shift, the growth and the promise, E&Y, 2013.
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Table 3.1: Leading sectors in FDI projects 2007-2012
Sector
Business services
Diversified industrial products
Automotive
ICT
Financial services
Transport and logistics
Chemicals
Mining and materials
Retail and consumer products
Life sciences
Others

%
16.7
13.2
12.4
9.9
9.1
8.9
8.6
6.8
5.6
3.3
5.6

(Source: E &Y 2013, table self-made)

Table 3.2: The Growth Rate of FDI Projects by Sectors in 2007-2012
Sector
Transport and Logistics

FDI Growth Rate (%)
160

ICT

140

Business services
Financial Services
Diversified industrial products
Automotive

65
20
16.7
13.3

(Source: E &Y 2013, table self-made)

Since 2007, the EU has directed 202 FDI projects to Turkey focusing on sectors such
as diversified industrial products, and automotive, also including sectors such as
business services, transport and logistics.
According to OECD figures, the overall GVC participation of Turkey is roughly around %40, with
25% backward and 15% forward participation positions, respectively. As for sectoral distribution
of this participation, Turkey participates in manufacturing GVCs for chemicals, basic metals,
textiles and transport equipment while also indicating a higher participation in a number
of services sectors such as wholesale / retail, transport and telecommunications services.
The FDI projects in Turkey spread across the entire value chain. Turkey received both
industrial and services sector projects although the services activities count more. Knowledgedriven sectors such as business services, ICT, and financial services generated more than onethird of the FDI projects in Turkey in 2007-2012 period.
Leading sectors in FDI projects are business services, diversified industrial products,
automotive, ICT, financial services, chemicals, mining and materials, life sciences. The
source of the FDI projects in Turkey is mainly Europe with an overwhelming 46.3%,
followed by North America with 14.7%, and Central and Eastern Europe with 2.1%. Turkey’s
competitors in attracting FDI are Spain, Portugal, Greece and Romania respectively. Business
leaders consider the most significant assets of Turkey in attracting FDI as market opportunities,
large domestic market, and reasonable labor cost. The growth rate of FDI projects for sectors can
be listed from fastest growing downwards as transport and logistics, ICT, business services,
financial services, diversified industrial products and automotive.
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3.7

ITALY

Italy is a significant participant in GVCs through exports in manufacturing and in some services
sectors; the leading sectors being chemicals, basic metals and machinery, electrical and transport
equipment, and textiles. The leading services sectors on the other hand are business services,
and like elsewhere, the overall services sector is increasingly significant vis-à-vis GVC participation
of Italy. Moreover, according to recent OECD calculations, its GVC participation is almost equal in
backward and forward participation with a difference of one per cent in favor of forward
participation.55
Italy is among the top 20 investor countries in the world for the year 2012, ranking 14 th a slightly
downward position from 9th place during the previous year, with a considerable volume of USD 30
billion, according to the World Investment Report 201356. It is also the home country of three
financial TNCs ranked among the first 50 according to Geographical Spread Index (GSI)57 of
2012.58
On the other hand, in the recent years, Italy has also been the target of remarkable acquisitions
globally. 100% shares of Italy‘s Weather Investments Srl has been acquired by the Dutch firm
VimpelCom Ltd, a radio/telecommunications company, for a value of USD 22.4 billion in 2011.
Again in 2011, 52% of the shares of Italy‘s Parmelat Spa, fluid milk sector company, has been
acquired in 2011 by Investor Group from France in 2011 with a value of USD 3.6 billion59.
The following figures present the position of Italy in cross-border M&As, followed by its position
in greenfield investments in 2002-2012. Although the Euro crisis has seriously affected Italy, its
overall view of cross-border business transactions and greenfield investments is nevertheless
considerable in volume.
Figure 3.31: Italy, Cross-border M&As Net Sales/ Purchases, 2002-2012, USD Million
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OECD, 2013.
UNCTAD, http:// www.unctad.org/wir
57
“GSI, the "Geographical Spread Index", is calculated as the square root of the Internationalization Index multiplied by the
number of host countries. It is calculated for the world’s top 200 financial TNCs by total of their assets” (UNCTAD, WIR, 2013).
58
Assicurazioni Generali SpA, ranking 4th within the top 50 - operating in 53 countries, Unicredit Spa, ranking 8th- operating in 44
countries and Intesa Sanpaolo SpA, ranking 36th, operating in 20 countries, respectively (UNCTAD, 2013).
59
World Investment Report, 2012, UNCTAD. p.187.
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A recent EIU Report indicates that Italy is among the top 10 attractive countries for
business leaders, especially for M&As. The EIU report is the result of a survey among
business leaders across the globe that generally sees Europe as an attractive M&A market (42%)
and with a striking 75% positive view from business leaders within the continent.60
Figure 3.32: Italy, Outward and Inward Greenfield Project Values, 2003-2012, USD Million
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Italy has received 60 FDI projects in 2012 with a decline of 25% compared to 2011 when the
country received 80 FDI projects. However, the country ranks among the top 15 countries in
attracting FDI projects for the year 2012. This trend also reflects the overall situation in Europe
regarding FDI. On the other hand, Italy had 104 outward FDI projects in 2012 with a 9%
increase compared to 2011 when the country had 95 outward FDI projects. These FDI projects
created 12794 jobs.61
Italian FDI flows and stocks in 2002-2012 are presented through the figures below to provide an
overview of the country before proceeding with the bilateral FDI relations of Italy with Turkey.
Accordingly, the outward FDI stocks of Italy have a consistently rising trend, while the rest are
fluctuating across the years.
Figure 3.33: Italy, FDI Flows and Stocks, 2002-2012, USD Million
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European M&A: On the road to recovery? Tracking global perspectives and investor confidence, EIU, 2013.
E&Y Attractiveness Survey, Europe 2013.
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A closer look into pre- and post-crisis levels indicate that Italian outward FDI stocks have followed
the general upward trend regardless of the crisis period, while inward stocks indicate a relatively
downward trend to pre-crisis levels.
Figure 3.34: Italy, FDI Flows and Stocks, Pre and Post Crisis Averages, 2002-2012, USD Million
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As of 2005, there has been a relatively sharp increase in FDI outflows from Turkey to
Italy and same is true for Italy. Since then, with varying intervals, newspapers are reporting
acquisition of Italian businesses and also of greenfield investments. Despite this visible trend of
FDI investments towards Italy on part of the Turkish businesses, the volume of Turkish
investments are still less than that of Italy in Turkey with a clear potential to explore. The below
figure below indicates the bilateral FDI flows between the two countries in 2002-2013 time
period.
Figure 3.35: Bilateral FDI Outflows of Italy and Turkey, 2002-2013, USD Million
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Italy is a long time investing country in Turkey, and it is the third largest investor
among the EU8 and fifth among the EU28. Recently, for example, Pirelli has celebrated its
50th anniversary in Turkey. Fiat, Barilla, Ferrero and several other Italian companies have
recorded a history of continuous successes as well. In addition to the big Italian firms,
Italian SMEs are also showing a growing interest, often choosing Turkey as the best
option for their internationalization. This is perceived to be possible also because Italy has
an industrial structure similar to that of Turkey, micro, small and medium enterprises that coexist
79
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with large groups.62 Italy is the 5th country in terms of number of FDI projects in Turkey with a
share of 6.1% accounting for 24 projects in 2007-2012. Its share of 2012 is 6.3% with 6 projects
for the year 2012.63
The primary sectors of Italian FDI in Turkey are the following according to the number of firms
listed by Ministry of Economy divided by sectors64: metals (14), electrical machinery and
equipment (20), machinery production (48), computers and related (20), services (63), others
(57), transport equipment production (11), education services (7), recreational and cultural
services (19), electricity and gas production and distribution (15), construction (54), real estate
(21), food production (26), clothing and textiles (11), air transport (3), paper (4), waste
management (2), transport (16), chemicals and chemical production (36), charcoal and refined
petroleum products (2), metalworks production (23), insurance (3), mining (1), nonmetal mineral
production (8), production of furniture (7), automotive (27), wholesale excluding automotive
(225), retail (70), retail - automotive (28), tourism (34), Plastic products – manufacturing (25),
post and telecommunications (13), production of communication ware (6), health (6), financial
intermediaries other than insurance (3), sea freight (9), agriculture (16), fisheries (4), mining
(other) (20), textile manufacturing (23), medical and optical equipment (9), recycling (1), others
(7). According to the register of Ministry of Economy there are a total 1044 firms with Italian
capital operating in Turkey by the end of June 2013.65 According to this classification, services
sector in general has significance, followed by manufacturing and construction sectors among
others. There are also the foreign affiliate numbers of the Ministry that is 37 for Italy by end June
2013, which can also be taken into account as part of potential interest. On the overall, all these
relate to the fact that the Italian presence is significant in Turkey.
According to Italian figures, more specific sectoral distributions of Italian firms with significant
business volume are as follows by April 2011: transport (3), clothing / textile (6), aeronautic (1),
thermo sanitary (1), insurance (1), construction (2), transport (4), banking (4), food (2),
construction (2), production of kitchenware (1), chemicals (2), petrochemicals (2), cement (2),
heating isolation (1), heating (1), design (1), vehicles and related manufacturing (6), stationary
(1), engine manufacturing (1), household electrical appliances (1), pharmaceuticals (1), medical
equipment (1), tires – pneumatic cables and tubes – electronics (1), mining – nonmetals (1),
tourism (1).66
By the same token, it is possible to examine the situation in terms of Turkish investments in Italy.
Accordingly there are about 114 registered firms in Northern Italy operating in a
variety of sectors on a relatively larger scale such as logistics, energy, chemicals, sea
freight, textiles, and tourism. There are 51 Turkish firms operating in other parts of
Italy but on a very small scale.67

62

Results of the Survey conducted by the experts of the current study in July-August 2013 through Economic Counsellors of the
EU8.
63
Ernst & Young, EIM, 2013.
64
The list provided by the Ministry of Economy is a global one and sectoral distribution is extracted individually for all the EU8.
However, according to Italian sources there are roughly 1500 companies operating in Turkey in several sectors. Thus this
distribution should be taken as an indication in its own right.
65
http://www.ekonomi.gov.tr/index.cfm?sayfa=F97533FA-D8D3-8566-4520620FAB168BFD. However, this is the on paper
version of the overview. It is also known that there figures can be misleading as some firms that are registered may not be fully
functioning or can completely be on paper only.
66
Source: Instituto nazionale pr il commeercio estero.
67
Source: DEIK.
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Here it is important to note that the numbers and sectoral distribution of firms are presented only
to give an indication and they simply constitute a benchmark and not the absolute reality of the
volume of the FDI between Turkey and Italy naturally, since the real volume of sectoral FDI data
reporting is not ideally fulfilled due to a variety of reasons. However, there are other sources as
well which have an indicative potential other than the registered number of firms. In essence,
what counts in FDI are not the number of firms but the nature and the volume of investments.

Ernst and Young FDI Attractiveness Survey Turkey 2013, provides a clearer picture of the Italian
sectoral FDI position in Turkey. Accordingly, diversified industrial products are among the
top sectors for Italian investments. In the time period covering 2007-2012, out of 34
projects Turkey received in this sector, 8 of them belongs to Italian firms. This is followed by the
financial services sector, whereby Italy and the US have been the largest investors in the same
period. Back in April 2012, Reuters reported that Italy‘s largest retail bank Intesa Sanpaolo
announced plans to seek a banking license to open up a stand-alone corporate banking
headquarters in Istanbul, and that the firm actually applied for a license according to the
spokesperson of the firm.68 Thus in terms of investment potential, banking is apparently an
interesting sector for Italy.
For Italian firms, Turkey is an interesting target for FDI projects for a variety of reasons as
identified by the survey results conducted among the Economic Counselors‘ of the EU8. 69 From
view point of Italian investors, Turkey means a dynamic and growing market with
also positive geographical spillover effects towards neighboring countries and
regions. Turkey is considered to be an investment hub as such. Proximity of Turkey to
Italy and well-connectedness through different transport routes is another factor. Next, the new
investment package of the government announced back in 2012 is serving as a facilitator for
Italian FDI, through improvement of the investment environment in Turkey and providing
incentives. The effects of Customs Union with Turkey and its candidacy to the EU are also among
the positive factors for FDI from Italy. Finally, cultural proximity of the two countries is also
identified among the contributing factors. Possible areas of improvement for attracting further
FDI from Italy are identified also. These relate to mainly infrastructural issues related to the areas
defined in the new investment package, and other relatively smaller factors regarding
improvement of the investment environment.
The insight regarding the FDI outflows from Turkey to Italy emphasizes technology and new
production methods as the primary asset, while branding and buy out of existing Italian brands is
the next in the list, followed by easy access to the EU market as the third factor. Finally, location
and logistics constitute the fourth important identified factor for the FDI flow from Turkey to
Italy. According to Invitalia, the investment promotion agency of Italy, the destination
for Turkish investments is mainly Northern Italy with focus mainly in Lombardia and
Emilia Romagna regions. The most preferred method of business collaboration is identified as
the joint venture between Italy and Turkey; however, this is not totally verified yet due to
unavailability of concrete data apart from that of E&Y Survey.
To sum up, the conventional motivational factor for FDI relations between Turkey can be
classified as mainly ―market seeking FDI‖ to exploit both market size and potential mutually. The
sectors for inward FDI to Italy are wholesale, logistic, textile, fashion, ceramics,
68
69

http://in.reuters.com/article/2012/04/11/intesa-turkey-idINL6E8FB4UC20120411, accessed 04.10.2013.
Supra note on Survey results.
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tourism, food; and for outward FDI are banking, infrastructure, automotive, energy,
defense industry, renewable energies, textile, electronics, tires, and food sectors. In
the next section, the business case for FDI will be explored further through the results of the
interviews.
As for FDI facilitation, the relevant official institutions are investment promotion agencies of Italy
(Invitalia) and Turkey (InvestinTurkey), together with commercial sections of the embassies.
There are also business organizations that facilitate FDI between the countries, including the
Italian-Turkish Business Council (under DEIK) as well as chambers of commerce and industry
among others.
Italy is a significant participant in GVCs through exports in manufacturing and in some services
sectors; the leading sectors being chemicals, basic metals and machinery, electrical and
transport equipment, and textiles. The leading services sectors on the other hand are business
services, and like elsewhere, the overall services sector is increasingly significant vis-{-vis GVC
participation of Italy.

Italy is among the top 20 investor countries in the world for the year 2012, with a considerable
volume of 30 billion USD, according to the World Investment Report 2013. From view point of
Italian investors Turkey means a dynamic and growing market with also positive
geographical spillover effects towards neighboring countries and regions. Turkey is
considered to be an investment hub as such. Proximity of Turkey to Italy and wellconnectedness through different transport routes is another factor. Next, the new investment
package of the government announced back in 2012 is serving as a facilitator for Italian FDI,
through improvement of the investment environment in Turkey and providing incentives. The
effects of Customs Union with Turkey and its candidacy to the EU are also among the positive
factors for FDI from Italy. Finally, cultural proximity of the two countries is also identified among
the contributing factors. Possible areas of improvement for attracting further FDI from Italy are
identified also. These relate to mainly infrastructural issues related to the areas defined in the
new investment package, and other relatively smaller factors regarding improvement of the
investment environment.

3.8

SPAIN

Spain participates strongly in GVCs both in manufacturing sectors such as chemicals
and transport equipment, next to textiles, basic metals, machinery and electrical
equipment. However, main strength of Spain in terms of GVC participation owes to its strong
position in the value added created through its services sector. Spain has almost equal backward
and forward participation in GVCs, with high forward participation ratios particularly in business
services, transport and telecommunication services with a value added above the OECD countries‘
overall averages.70 Spain is also a significant player like Italy both in the EU as a whole and within
the context of the EU8, which form the focus of the current study, and has two TNCs in top 50
financial TNCs ranked by GSI as 24th, Banco Santander SA operating across 25 countries and the
other ranking 34th, BBV Argentaria operating in 23 countries in the world.71

70
71

OECD, 2013
UNCTAD, WIR, 2013.
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In terms of FDI, Spain‘s FDI stock in GDP terms (42.1%) is higher than the US‘s,
France‘s, Germany‘s and Italy‘s according to UNCTAD figures and indicates in general
exponentially increasing trend. The number of foreign affiliates in Spain was 14457 in 2010
which was slightly more than Italy, with 14426 affiliates. According to particular estimates, there
were 16476 affiliates in Spain at the beginning of 2013 with more than 50% of the capital held by
foreigners.72
Spain has been target of remarkable acquisitions across Europe recently next to buyouts of its
own TNCs. For example, 49% of the shares Spain‘s Cia Espanola de Petroleos SA, crude
petroleum and natural gas company, has been acquired in 2011 by International Petroleum
Investment Co of the United Arab Emirates with a value of USD 5 billion. Again, 100% shares of
Spain‘s Distribuidora Internacional de Alimentacion SA, grocery stores chain was acquired by a
French investor group, Shareholders, for a value of USD 3.1 billion in 2011.73 Spanish crossborder M&As and greenfield investments in 2002-2012 period are presented to provide further
insight to these type of transactions in the figures below.
Figure 3.36: Spain, Cross-border M&As Net Sales/ Purchases, 2002-2012, USD Million
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According to the Ernst & Young Survey for 2013, Spain has achieved an increase of
7.2% in terms of attracting FDI projects in 2012. With 274 new FDI projects in 2012,
Spain ranked 4th in FDI projects in Europe, though also creation of 10114 jobs registering an
increase of 9.9%. The main sectors of these projects are business services and software, next to
an increase in chemicals and automotive sectors. Spanish productivity has also increased
comparably well to 11.2% in relation to Eurozone average of 0.4%.74 An encouraging
example in this context is the recent investment decision of Nestlé in Spain. Nestlé invested about
USD 58 million to double production of instant coffee at its Girona plant, the largest Nescafé
factory in Europe.75

72

Chislett (2013), p.1
UNCTAD, WIR, 2012, p.187.
74
E&Y Survey 2013, p.19.
75
A.T Kearney, FDI Confidence Index Report.
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Figure 3.37: Spain, Outward and Inward Greenfield Project Values, 2003-2012, USD Million
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An insight to overall FDI flows and stocks of Spain in the period 2002-2012 is presented as below,
followed by an outlook of the pre- and post-crisis performance. While the perceived
attractiveness of Spain in FDI is 3%, the reality of its FDI attraction is 9% for 2012.76
Figure 3.38: Spain, FDI Flows and Stocks, 2002-2012, USD Million
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E&Y Survey 2013, p.21.
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Figure 3.39: Spain, FDI Flows and Stocks, Pre- and Post-Crisis Averages, 2002-2012, USD Million
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During the first half of 2013, total net investment increased to a surplus of Euro 6.629 billion from
the Euro 11.35 billion deficit in the first half of 2012, and overall FDI growth has been around
11.8% to a volume of Euro 8.6 billion. Moreover, 83.7% of FDI in this period concentrated on
new production facilities with a volume of Euro 5.706 billion whereas acquisitions of existing
companies was 16.3% with a volume of Euro 1.112 billion. These percentages point to a steady
trend compared to the first half of 2012. In terms of the sectors receiving FDI, the concentration
has been on financial services, manufacturing and construction sectors amounting to 77% of total
gross investments with a volume of Euro 4.275 billion.77 These developments are also noted by
international credit rating agencies such as S&P and Fitch that upgraded Spanish credit outlook
back in November 2013 adding to investor confidence despite the negative consequences of the
Euro crisis.78
On the overall, Spain is the 14th investor in Turkey with a share of 1.5% and 6
projects in 2007-2012, and with 2 projects 2.1% share for the year 2012. According
to the figures of Central Bank of Turkey, Spain is the second largest investor in Turkey
in 2002-2013 period among the EU8. The bilateral outflows of FDI between Spain and
Turkey are presented below.
Figure 3.40: Bilateral FDI Outflows of Spain and Turkey, 2002-2013, USD Million
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These figures are based on the Investment Registry of Ministry of Commerce and based on the recent account of ICEX dated
02.10.2013. See further http://www.investinspain.org/invest/en/press-room/current-affairs/news
78
Financial Times. 29 November 2013, S&P upgrades credit outlook for Spain.
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The sharp increase in both figures for the year 2011 mainly owes to acquisition of overall 25.1%
shares of Garanti Bank in Turkey as of December 2011 by the Spanish Banco Bilbao Vizcaya
Argentaria Group with a value of USD 5.876 million.79
By the end of June 2013, there are 585 Spanish companies operating in Turkey. The
sectoral distribution of the Spanish investments is provided in the figure below for the years
2005-2013 (Q1) with a total of Euro 7.566 million. Thus Spain is a significant investor in several
sectors of the Turkish economy. The participation of Spanish firms in big infrastructural projects
such as Marmaraay, high speed train line between Ankara-Eskişehir-Istanbul, and some other
similar infrastructure projects is also an important part of Spanish presence in Turkey through
engineering services.
Figure 3.41: Sectoral Distribution of the Spanish FDI in Turkey, 2005-2013(Q1)
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On the other hand, the sectoral distribution of Turkish FDI in Spain is focused on construction
materials, textiles, vehicles and automotive, electrical household appliances, transport, metals,
chemicals, services, energy, mining, food and agriculture.
In terms of FDI motivation, Spanish FDI can be considered as both market and strategic asset
seeking FDI, albeit in different levels of intensity. Spain currently carries a big potential
investment possibility for Turkey in the transportation and energy sectors as well as
in infrastructure projects with a potential value of USD 8 to 9 billion. However, perhaps
the biggest obstacle before such potential is reciprocity as Spain expects to receive a parallel
attention from the Turkish investors towards further initiation of FDI projects bilaterally.80 Given
the current crisis environment, Spain also holds a potential for FDI from Turkish businesses, a
remarkable sign of which is hidden in the recent global acquisitions of the Spanish firms by third
parties intra- and extra- European alike.
79
“On March 22, 2011, through the execution of the agreements signed in November 2010 with the Dogus group and having
obtained the corresponding authorizations, BBVA completed the acquisition of a 24.89% holding of the share capital of Türkiye
Garanti Bankasi, AS. Subsequently, an additional 0.12% holding was acquired on the market, taking the BBVA Group’s total
holding in the share capital of Garanti to 25.01% as of December 31, 2011. The total price of both acquisitions amounted to USD
5,876 million” (Annual Report, BBVA Group 2011).
http://shareholdersandinvestors.bbva.com/TLBB/micros/informes2011/en/Consolidatedfinancialstatements/3.html
80
Survey results.
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Spain participates strongly in GVCs in manufacturing sectors such as chemicals and transport
equipment, next to textiles, basic metals, machinery and electrical equipment. However, the
main strength of Spain in terms of GVC participation owes to its strong position in the value
added created through its services sector particularly in business services, transport and
telecommunication services with a value added above the OECD countries’ overall
averages.
Spain has achieved an increase of 7.2% in terms of attracting new FDI projects in 2012.
With 274 new FDI projects in 2012, Spain ranked 4th in FDI projects in Europe, though also
creation of 10114 jobs registering an increase of 9.9%. The main sectors of these projects are
business services and software, next to an increase in chemicals and automotive sectors. Spanish
productivity has also increased comparably well to 11.2% in relation to Eurozone average of
0.4%.

In terms of FDI motivation towards Turkey, Spanish FDI can be considered as both market and
strategic asset seeking FDI, albeit in different levels of intensity. Spain currently carries a big
potential investment possibility for Turkey in the transportation and energy sectors as
well as in infrastructure projects with a potential value of USD 8 to 9 billion. However,
perhaps the biggest obstacle before such potential is reciprocity as Spain expects to receive
a parallel attention from the Turkish investors towards further initiation of FDI projects
bilaterally.

3.9

PORTUGAL

According to OECD data, as a relatively smaller economy Portugal has a high rate of backward
participation in manufacturing GVCs as it receives a large share of intermediate inputs externally
with chemicals and electrical and transport equipment being the leading manufacturing sectors,
whereas services sector, especially in distribution and business services, has a higher rate of
forward participation. Business services are considered to be integral part of GVCs and partially
are what binds the GVCs together.81
The crisis had substantial consequences regarding the FDI inflows to Portugal due to a number of
reasons among which the general trend of lost appetite in investing in Europe both from within
Europe and also from the US. Next, Portugal has been facing augmented competition for FDI,
predominantly from emerging markets outside the crisis zone, and those have been more
attractive for the investors. Then, the overall contraction in the economy has led the existing
foreign companies to freeze their investment decisions for an indefinite period of time. However,
even under these circumstances Portugal still had a lesser decline regarding FDI inflows
compared to other crisis struck EU member states such as Ireland up until 2012.82
By the end of 2011, inward stock of FDI in Portugal was worth USD 109 billion and its outward
FDI stock was USD 68 billion. Portuguese share of inward FDI stock in the EU is somewhat larger
than its share of GDP, but the country‘s share of outward stock is considerably smaller. Financial
services dominate both inward and outward stocks of FDI in Portugal.83
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OECD, 2013, p.19
Simões and Cartaxo (2011).
83
UNCTAD, Investment Country Profile Portugal, 2013.
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Although seriously struck by the recent Euro crisis, Portuguese economy is gathering
its strength, and Portugal has recently been target of cross-border M&As like Italy
and Spain, while its outward greenfield projects are on the rise. Most recent figures
on Portugal also point to the rising trend in FDI. During the first 9 months of 2013 Portugal
received an FDI with a volume of about Euro 9 billion in gross terms, indicating a 10.9% increase
compared to the same period during the previous year. On the other hand, Portuguese FDI
stocks increased to Euro 59.7 billion, exceeding the overall volume in the period between 2008
and 2012.84 Portugal is also home of significant number of TNCs compared to the size of the
country operating in various sectors from energy to retail, wholesale, construction finance, and
business services.
The figures below provide an insight to the position of Portugal during the period 2002-2012, also
providing for the pre- and post-crisis position. Accordingly, it is seen that Portugal is about the
catch up with its pre-crisis levels rather soon in terms of the FDI stocks, while its cross-border
M&As are on the rise, and its greenfield projects are still in modest levels.
Figure 3.42: Portugal, Cross-border M&As Net Sales/Purchases, 2002-2012, USD Million
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(Source: UNCTAD, figures self-made)

Figure 3.43: Portugal, Outward and Inward Greenfield Project Values, 2003-2012, USD Million
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See for further details AICEP, 2013.
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Figure 3.44: Portugal, FDI Flows and Stocks, 2002-2012, USD Million
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Figure 3.45: Portugal, FDI Flows and Stocks, Pre and Post Crisis Averages, 2002-2012,
USD Million.
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According to available data at hand, Portugal is the fourth largest investor in Turkey
among the focus group of EU8. However, the volume of bilateral investments between
Portugal and Turkey is rather modest despite the recent surge of interest for FDI between the
two countries.
Recent Portuguese investments and/or acquisitions in Turkey cover a variety of sectors such as
paper, construction machinery, textiles, engineering services, while inflow from Turkey to
Portugal concerns the pharmaceuticals. By the end of June 2013, there are 38 Portuguese
companies registered in Turkey.85 And, according to Portuguese sources, there are
about 20 firms operating in Turkey since 2002 in a variety of sectors such as building
materials, electronic components, retail, tourism, printing and advertising among
others since some firms exited the market in due course.86 Some of these firms are as follows:
85
86

Republic of Turkey, Ministry of Economy
AICEP, 2013.
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Cimpor (cement), BCP Millennium (banking), Tim WE (digital content for mobile devices), Mota
Ceramics (building materials), Emparque (parking solutions), OAT (retail, home textile and
decorative ceramics), Sparks (electric components), Sonae (retail - clothing), Onyria Group
(tourism), Torke (printing and advertising), INEGI and ISQ (technical laboratories and R&D). Over
the past year, the interest of several Portuguese companies for Turkish market increased and, as
a result, some are already investing in Turkey, mainly in the energy, tourism and cement
industries.87 The figure below indicates the bilateral FDI flows between Portugal and Turkey in
2002-2013 period.
Figure 3.46: Bilateral FDI Outflows of Portugal and Turkey, 2002-2013 USD Million

(Source: Central Bank of Turkey, figures self-made)

The motivational factor for FDI inflows from Portugal can be considered as both market and
strategic asset seeking FDI, whereby the investment climate has its pros and cons for both
countries mutually and there is both room for improvements as well as the potential. Portuguese
investors consider Turkey as a potential catalyst for relations with Central Asia and Caucasus.
Available high skilled workforce, logistic infrastructures and different natural
resources make both countries attractive in certain strategic sectors for each other.
According to AICEP, the Turkish pharmaceutical, food, and tourism sectors are among the
ones with the highest growth potential in Portugal. The motives for FDI inflows from Turkey to
Portugal might differ according to sector, company size, and strategic objectives. However, new
markets, cost efficiency and resources are considered to be the main FDI drivers for Turkish
investors when considering investing in Portugal.
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According to the Bank of Portugal, in the last decade, Portuguese companies have invested in Turkey an amount of EUR 525.6
million, but the current Portuguese net FDI in Turkey is negative (EUR -13,5 million in 2012). According to Bank of Portugal
figures there are about 10 companies operating in Portugal with an investment volume of EUR 1.849 million.
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As a relatively smaller economy Portugal has a high rate of backward participation in
manufacturing GVCs as it receives a large share of intermediate inputs externally with chemicals
and electrical and transport equipment being the leading manufacturing sectors, whereas
services sector, especially in distribution and business services, has a higher rate of forward
participation. Although seriously struck by the recent Euro crisis, Portuguese economy is
gathering its strength, and Portugal has recently been target of cross-border M&As like Italy and
Spain, while its outward greenfield projects are on the rise. Most recent figures on Portugal also
point to the rising trend in FDI. During the first 9 months of 2013 Portugal received an FDI
with a volume of about Euro 9 billion in gross terms, indicating a 10.9% increase compared
to the same period during the previous year.
Recent Portuguese investments and/or acquisitions in Turkey cover a variety of sectors
such as paper, construction machinery, textiles, engineering services, while inflow from
Turkey to Portugal concerns the pharmaceuticals. By the end of June 2013, there are 38
Portuguese companies registered in Turkey. The motivational factor for FDI inflows from Portugal
can be considered as both market and strategic asset seeking FDI, whereby the investment climate
has its pros and cons mutually for both countries and there is both room for improvements as well
as the potential. Available high skilled workforce, logistic infrastructures and different
natural resources make both countries attractive in certain strategic sectors for each other.

3.10

IRELAND

Like Portugal, Ireland has also a high degree of backward participation to GVCs mainly due to its
small size as small countries tend to participate at higher rates in the GVCs as mentioned in
Section 1.4 above in detail. Pharmaceuticals, and to a lesser degree food and electrical
equipment as well as service sectors have this trait. Ireland‘s GVC participation increased in the
past decade especially due to significant contribution of FDI from the USA and elsewhere in the
intermediate services. It is currently around 40 per cent, both backward and forward included.
The FDI performance of Ireland is even more promising in the recent years, partially stemming
from its competitiveness drive.
According to World Investment Report, Ireland had a sharp increase from 167th place to 19th and
has secured a place in the top 20 investor countries in the world with a value of USD 19 billion. In
the top 20 host economies ranking, Ireland rose from 32nd place in 2011 to 12th place in 2012 with
a value of USD 29 billion. Thus, Ireland is a significant player in global and European contexts of
FDI, as well as among the EU8 which forms the focus of the current study.
In terms of FDI, 2012 has been the best year in the past decade for the long time inward FDI
champion Ireland, which is the most attractive country in Europe for both FDI projects
and also in terms of the jobs created with 123 projects and 8868 jobs, which meant
16% and 65,6 % increase compared to previous year, respectively. About 60% of these
FDI projects are from the US, and the major sectors are business services, software,
pharmaceuticals, and medical technology.88 The figures below indicate both cross-border M&As
and greenfield investments of Ireland, with also cumulative outlook of its FDI flows and stocks,
taking also into account the pre- and post-crisis levels.

88

E&Y Survey 2013.
91
91

Figure 3.47: Ireland, Cross-border M&As Net Sales/ Purchases, 2002-2012, USD Million
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Figure 3.48: Ireland, Outward and Inward Greenfield Project Values, 2003-2012, USD Million
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Figure 3.49: Ireland, FDI Flows and Stocks, 2002-2012, USD Million
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Figure 3.50: Ireland, FDI Flows and Stocks, Pre- and Post-Crisis Averages, 2002-2012,
USD Million
350000,00
300000,00

Pre-crisis
average 20022007

250000,00
200000,00
150000,00
100000,00

Post-crisis
average 20082012

50000,00
0,00
Inflows

Outflows

Inward Stocks

Outward Stocks

(Source: UNCTAD, figures self-made)

Ireland is the fifth largest investor in Turkey among the EU8 forming the focus of the
current study. By the year 2013, there are 304 Irish firms operating in Turkey in a
wide spectrum of sectors dominated mainly by real estate, construction and
automotive.89 About one third of these firms are SMEs or rather micro enterprises operating in
hospitality or tourism sector. On the other hand, there are about 10 companies operating
in Ireland with Turkish capital by the year 2012, mainly in financial services. A recent
change to the rule has been a ceramic factory of the Eczacıbaşı Group, Vitra, which had to stop
its operations due to contraction in demand during the crisis period. In 2012, however, BEKO has
opened up a distribution company in Meath region as a recent development.90 An insight the
general FDI flows between Ireland and Turkey is presented in the figure below.
Figure 3.51: Bilateral FDI Outflows of Ireland and Turkey, 2002-2013, USD Million
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The motivational factor for Irish FDI is difficult to establish given the absence of sufficient data as
well as the volume of the overall FDI relations. However, it is possible to say that real estate and
construction constitute the leading sectors of current synergies and future ones still need to be
explored.
89
90

Source: Republic of Turkey, Ministry of Economy
Annual Country Report, Economic Counselor of Republic of Turkey, Dublin, 2012.
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Like Portugal, Ireland has also a high degree of backward participation to GVCs.
Pharmaceuticals, and to a lesser degree food and electrical equipment as well as service
sectors have this trait. The FDI performance of Ireland is even more promising in the recent
years, partially stemming from its competitiveness drive. In terms of FDI, 2012 has been the best
year in the past decade for the long time inward FDI champion Ireland, which is the most
attractive country in Europe for both FDI projects and also in terms of the jobs created with 123
FDI projects and 8868 jobs, registering an increase of 16% and 65.6% compared to
previous year, respectively. The major sectors are business services, software,
pharmaceuticals, and medical technology.
By the year 2013, there are 304 Irish firms operating in Turkey according to the official figures in
a wide spectrum of sectors dominated mainly by real estate, construction and automotive. About
one third of these firms are SMEs or rather micro enterprises operating in hospitality or tourism
sector. On the other hand, there are about 10 companies operating in Ireland with Turkish capital
by the year 2012, mainly in financial services.

3.11

GREECE

Greece participates in the manufacturing GVCs of chemicals and basic metals, being marginally
involved in others.91 Greece participates in GVCs both backward and forward, the latter being
somewhat lesser degree. This is similar to Portugal and Ireland in this respect. The highest GVC
participation of Greece mainly relates to services, namely, transport and communications services
according to most recent OECD data. Similar to the ongoing trend regarding the services sector,
Greece supports the value added out of its exports through the increasing share of services in
GVCs. A closer look into the ranking of the top ten Greek TNCs in terms of M&A deals that are
conducted in 2000-2009 period indicate that majority of those TNCs belong to the services sector
and have substantial presence in the Balkans and Turkey. Among these; National Bank of Greece
(NBG), Eurobank EFG are leaders of the expansion of the Greek banking sector to the faster
growing neighboring countries. The figure below provides an insight to M&A deals of the Greek
companies in 2002-2012.
Figure 3.52: Greece, Cross-border M&As Net Sales/ Purchases, 2002-2012, USD Million
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OECD, 2013.
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The Greek greenfield projects abroad, especially during 2007-2009 also took place in Southern
and Eastern Europe, mainly in financial services, real estate, and energy sectors that are resilient
to the global economic crisis. The values of greenfield projects of Greece are provided below to
provide an insight for the years 2002-2012, followed by overall FDI flows and stocks for the same
time period as well as the pre- and post-crisis situation.
Figure 3.53: Greece, Outward and Inward Greenfield Project Values, 2003-2012, USD Million
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Figure 3.54: Greece, FDI Flows and Stocks, 2002-2012, USD Million
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Figure 3.55: Greece, FDI Flows and Stocks, Pre- and Post-Crisis Averages, 2002-2012,
USD Million
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According to the figures of the Central Bank of Turkey, Greece emerges as the largest
investor in Turkey among the EU8 in the 2002-2013 time period, forming the focus of
95
95

current study. This is possibly due to a large scale banking sector acquisition on part
of Greece which also is indicated in the sectoral distribution of the existing companies in Turkey,
a considerable number of them being in the financial services sector, followed by manufacturing,
construction and business services sectors. There are 566 companies registered in Turkey
by the end of June 2013 operating in various sectors, 264 of them being located in Istanbul. A
similar sectoral distribution is also true for the Turkish firms investing in Greece in relation to
financial and business services with a few deviations to the rule in logistics, retail and
manufacturing. 92
Figure 3.56: Bilateral FDI Outflows of Greece and Turkey, 2002-2013, USD Million
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The recent announcement on the Trans-Adriatic Pipeline (TAP) route provides a
window of opportunity for both Greek and Turkish firms to mutually invest and create
synergies in the construction and infrastructure sectors. Thus the current investment
framework of Greece in Turkey is already very likely to create lucrative dividends given the
sectoral distribution while the Turkish side has still to react in terms of strategic sectoral
positioning in Greece with possible spillovers towards Italy.
The motivational factor for Greek investments is both market seeking and strategic asset seeking
FDI, while financial services, construction and manufacturing sectors are emerging as the
existing and potential synergies, next to infrastructural projects.
The current Greek FDI interests also indicate a tendency beyond conventional
wisdom. Accordingly, the Greek investors are anchoring recently to the regions
defined in the new investment package of the Turkish government going beyond
conventional investment hubs of Turkey such as Istanbul, İzmir and Bursa. Turkish
interest towards Greece is likely to accelerate in the short and medium term as well. The nature
and location of future bilateral investments still remains to be seen.
Greece participates in the manufacturing GVCs of chemicals and basic metals. The highest GVC
participation of Greece mainly relates transport and communications services. Existing Greek
companies in Turkey are more in the financial services sector, followed by manufacturing,
construction and business services sectors. A similar sectoral distribution is also true for the
Turkish firms investing in Greece in relation to financial and business services with a few
deviations to the rule in logistics, retail and manufacturing. The motivational factor for Greek
investments is both market seeking and strategic asset seeking FDI, while financial services,
construction and manufacturing sectors are emerging as the existing and potential synergies, next
92
Source:
Republic of Turkey
Ministry of Economy and Investment Promotion Agency of Greece (InvestinGreece).
to
infrastructural
projects.
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3.12

CROATIA

Croatia has become the 28th member of the European Union as of July 2013, and, on the way to
membership and currently, it has been and still is a target country for market seeking FDI
activities next to the country‘s existing business assets notwithstanding its small size. Recently,
Turkey has been becoming a significant investor in Croatia especially in tourism, banking and
energy sectors if not in FDI volume but in scope; creating new jobs while supporting Croatia‘s
global reputation as an attractive tourism destination mostly.
As a candidate country and now a full member of the EU, the cross-border M&As of Croatia would
be expected to accelerate and on the overall. The period between 2006 and 2008 has been
relatively active period in this context as it can also be noted in the overview of the country‘s
position in 2002-2012.
Figure 3.57: Croatia, Cross-border M&As Net Sales/ Purchases, 2002-2012, USD Million
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Figure 3.58: Croatia, Outward and Inward Greenfield Project Values, 2003-2012, USD Million
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While M&A activities have been relatively lesser, greenfield projects of Croatia have comparably
been more as it can also be seen in the above figure covering the period 2002-2012 based on
UNCTAD data. And in terms of overall FDI flows and stocks in 2002-2012 period, it is possible to
observe an exponential increase in the FDI stocks of the country as indicated in the figure below.
Figure 3.59: Croatia, FDI Flows and Stocks, 2002-2012, USD Million
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The volume of Turkish investments in Croatia in the period 1993-2013 (Q1) is Euro 140.2 million
amounting to 0.5% of Croatia's total FDI inflow. Although the overall Turkish investments
in Croatia has a fluctuating trend across years, with the invested Euro 80 million in
the tourism sector, Turkey rivals the top investor Austria in the sector. The year 2012
has seen an overall investment figure of Euro 121 million. There are approximately 50
Turkish firms operating in Croatia, the most significant investors being Doğuş Group and
Süzer Group.93 Sectoral distribution of Turkish investments in Croatia is indicated in the figure
below.
Figure 3.60: Sectoral Distribution of Turkish Investments in Croatia, Euro Million, April 2002-2013
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In terms of motivation for FDI, Croatian firms are market seeking like their Turkish counterparts.
The most significant investment of Croatia in Turkey is in seed production, in other words in the
agricultural sector. The BC Institut Zagreb is reportedly capturing almost 10% of the seed market
and is expanding also to neighbouring markets through Turkey. The figure below provides an
insight to bilateral FDI relations between Croatia and Turkey across a decade as below.
Figure 3.61: Bilateral FDI Outflows of Croatia and Turkey, 2002-2013, USD Million
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(Source: Croatian Central Bank and Central Bank of Turkey, figure self-made)

Business facilitation between Croatia and Turkey is realized through a variety of channels among
which the most notable ones are DEIK (Foreign Economic Relations Board, Croatian-Turkish
Business Council), Croatian Chamber of Commerce, and B2B (business to business meetings) that
are organized in regular intervals. Moreover, Croatian Agency for Investment Promotion and
Competitiveness is also involved during all stages of individual FDI projects from start to the
implementation.
Despite its small size, but being the 28th member of the EU, Croatia is a country where
FDI potential for Turkish investors are sizable, and future synergies can easily be
created through ongoing FDI relations as well.
Croatia has become the 28th member of the European Union as of July 2013, and on the way of
membership and currently it is a target country for market seeking FDI activities next to the
country’s existing business assets notwithstanding its small size.

Recently, Turkey has been a significant investor in Croatia especially in tourism, banking
and energy sectors if not in FDI volume but in scope; creating new jobs while supporting
Croatia’s global reputation as an attractive tourism destination mostly. Despite its small size,
but being the 28th member of the EU, Croatia is a country where FDI potential for Turkish
investors are sizable, and future synergies can easily be created through ongoing FDI
relations.

94
There is a considerable discrepancy between the data of the two Central Banks while Ministry of Economy reports that total FDI
stock of Turkey in Croatia in 2002-2012 is USD 168 million. According to Central Bank of Turkey; investments to Croatia were 0
for the years 2002-2008 whereas Croatian Central Bank recorded numbers, and it is known that there are existing investments. Thus
the Croatian Central Bank is taken as the source of Turkish FDI into Croatia as a more reliable data source. The valuable support of
the Croatian Embassy on receiving these figures is appreciatively acknowledged.
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3.13

BULGARIA

Bulgaria is classified as efficiency-driven economy in relation to global competitiveness indicators,
and the country boasts with the lowest business costs across Europe with specific emphasis on
low corporate tax rates. As it is often articulated, the EU accession process has transformed the
country‘s business environment and resulted in significant FDI inflows as such that the FDI flows
in the period 2007-2011 has been greater than the transition period towards to the year 2006.
Following the EU accession, the inward FDI stock of Bulgaria, about four-fifth of which originating
from the EU, leveled up to its annual GDP.95
An overview of Bulgaria‘s cross-border M&A activities, greenfield project values as well as overall
FDI flows and stocks covering the period 2002-2012 provides a better insight. This insight is also
complemented by the Pre- and Post EU membership period overview of the investments as
below. Although the country‘s investment projects fluctuate, the inward FDI stocks are indicating
a constantly increasing trend, and affirming the recent empirical studies on the effects of EU
membership for Bulgaria.
Figure 3.62: Bulgaria, Cross-border M&As Net Sales/ Purchases, 2002-2012, USD Million
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Figure 3.63: Bulgaria, Outward and Inward Greenfield Project Values, 2003-2012, USD Million
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Figure 3.64: Bulgaria, FDI Flows and Stocks, 2002-2012, USD Million
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Figure 3.65: Bulgaria, FDI Flows and Stocks, Pre- and Post-EU Membership Averages, 2002-2012,
USD Million
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Bulgaria is the sixth investor regarding the volume of investments among the focus
group of EU8, and it is also considered as the competitor of Turkey in FDI.96 According
to the recent data, there are a total of 443 registered companies from Bulgaria in
Turkey in a variety of sectors as of end June 2013. The sectors include construction, real
estate, food, logistics and transport, energy distribution, agriculture, textiles, and miscellaneous
services. On the other hand, there are approximately 110 companies registered in
Bulgaria and most significant Turkish investments in Bulgaria are in construction,
transport, banking, health, and manufacturing sectors. The figure below indicates the
sectoral distribution of Turkish FDI in Bulgaria through the data of Bulgarian National Bank for the
years 2000-2012.

96

E&Y Turkey 2013, p.8.

101
101

Figure 3.66: Sectoral Distribution of Turkish FDI in Bulgaria, 2000-2012
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The figure below provides an insight to bilateral FDI flows between Turkey and Bulgaria as of
2002.
Figure 3.67: Bilateral FDI Outflows of Bulgaria, and Turkey, 2002-2013, USD Million
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Due to limited data, it is rather difficult to identify the motivational factors behind the investments
bilaterally; however, it is possible to say that on part of the Turkish investors it is market seeking
FDI since the investments to Bulgaria accelerated with EU membership prospects of the country.
Bulgaria is classified as efficiency-driven economy in relation to global competitiveness
indicators, and the country boasts with the lowest business costs across Europe with specific
emphasis on low corporate tax rates. The pre-EU accession has transformed the country’s
business environment and resulted in significant FDI inflows as such that the FDI flows in the
period 2007-2011 has been greater than the transition period towards to the year 2006.
Following the EU accession, the inward FDI stock of Bulgaria, about four-fifth of which originating
from the EU, levelled up to its annual GDP. According to the recent data, there are a total of 443
registered companies from Bulgaria in Turkey in a variety of sectors as of end June 2013. The
sectors include construction, real estate, food, logistics and transport, energy distribution,
agriculture, textiles, and miscellaneous services. On the other hand, there are approximately
110 companies registered in Bulgaria and most significant Turkish investments in Bulgaria are in
construction, transport, banking, health, and manufacturing sectors.
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3.14

ROMANIA

Inward FDI projects to Romania has created 5985 new jobs in 2011, increasing to 7114 in 2012
thus placing Romania as the tenth in ranking across Europe regarding the new jobs created
through FDI projects. According to the E&Y Survey, the FDI attractiveness of Romania surpasses
its perceptions on a global scale; while globally 6% of the respondents of the survey find
Romania attractive for FDI among Central and Eastern European countries, and realization of FDI
projects is 7%. Thus business perception stays behind the reality of FDI attractiveness of
Romania.
The successive figures below provide an insight to cross-border M&A and greenfield project
volumes of the country, followed by a cumulative presentation of its FDI flows and stocks since
2002. Consequently, compared to cross-border M&As, the greenfield projects are more significant
and this is in line with the figures of new job creation in FDI in Romania.
Figure 3.68: Romania, Cross-border M&As Net Sales/ Purchases, 2002-2012, USD Million
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Figure 3.69: Romania, Outward and Inward Greenfield Project Values, 2003-2012, USD Million
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Figure 3.70: Romania, FDI Flows and Stocks, 2002-2012, USD Million
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Figure 3.71: Romania, FDI Flows and Stocks, Pre- and Post-EU Membership Averages,
2002-2012, USD Million
80000

Premembership
average 20022006

70000
60000
50000
40000

Postmembership
average 20072012

30000
20000
10000
0

Inflows

Outflows

Inward Stocks

Outward Stocks

(Source: UNCTAD, figures self-made)

Romania is the seventh investor regarding the volume among the EU8 with a low FDI
volume and 164 registered firms as of end June 2013 in a variety sectors such as
food, transport, construction, services, agriculture, tourism and textiles. The bilateral
FDI flow positions of Romania and Turkey are indicated in the figure below to provide the overall
investment trend through the years since 2002 until present.
Figure 3.72: Bilateral FDI Outflows of Romania and Turkey, 2002-2013, USD Million
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Turkey, on the other hand is essentially present in Romania with 12509 firms as of
2013 and 16th largest investor in Romania in terms of FDI volume.97 Sectoral distribution
of Turkish FDI in Romania can be classified as follows: manufacturing, construction
services, financial services (banking), iron and steel, health, and education, next to
participation in large scale infrastructural projects.
There are 44 small and medium sized (SMEs) Romanian firms that invested in Turkey by 2013
with an investment volume of USD 17.38 million, the largest investment being USD 7.5 million
rullman factory in Kocaeli with a share of 57%. The sectoral distribution of Romanian investments
is as follows; transport services, tourism and trade representative offices.
Regarding the motivations for FDI, available data is insufficient to comment firmly; however, it is
possible to say at least for Turkish firms that the FDI towards Romania is a blend of market and
efficiency seeking FDI. Efficiency seeking is due to relatively low business costs, and market
seeking in relation to the nature of investments such as health sector.
Romania is the seventh investor regarding the volume among the EU8 with a low FDI volume and
164 registered firms as of end June 2013 in a variety sectors such as food, transport, construction,
services, agriculture, tourism and textiles. Turkey, on the other hand is essentially present in
Romania with 12509 firms as of 2013. Sectoral distribution of Turkish FDI in Romania can be
classified as follows: construction services, financial services, health, and education, next to
participation in large scale infrastructural projects.
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2013 Official Report of the Turkish Economic Counsellor in Bucharest, Romania, pg.33.
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4. THE BUSINESS CASE FOR FOREIGN DIRECT INVESTMENT
In this section of the report, results of the conducted field interviews of the firms involved in FDI
processes are presented with a view to provide the bilateral business case of FDI between the
EU8 and Turkey,98 and when relevant and possible of trade. The views from the businesses are
considered to be crucial as FDI is very much linked to actual processes of markets and businesses
as well as the daily realities of the business people. In these interviews, bilateral views are
presented for each country by the investing firm into Turkey and from Turkey to the individual
EU8 country in order to present a balanced view of the FDI relations. At the end of this section, a
SWOT analysis of the bilateral FDI relations between EU8 and Turkey through results of these
interviews is presented prior to institutional and policy framework assessments in the coming
section.

4.1

EUROPE IN GLOBAL OUTLOOK: WHAT MAKES EUROPE ATTRACTIVE FOR
BUSINESS LEADERS?

While the global FDI had an increase of 18% with a value of USD 1.35 trillion and end year 2013
forecasts are around the same levels, expectations for 2014 and 2015 are far more promising as
USD 1.6 trillion and USD 1.8 trillion, respectively. Europe is an important player in the global FDI
scene despite a decrease in its share from 28.6% to 22.4% in 2012 compared to previous year.
Europe received 3797 inward FDI projects through which 170434 jobs have been created in
2012.99 This is certainly significant given also that it signifies an increase of 45% in creation of
jobs compared to the previous year. Then the question arises as to what makes Europe attractive
for FDI. This is replied by the business leaders across the world during a survey conducted by the
Economist Intelligence Unit by the end of 2012. The questions and answers to this survey are
very much relevant also to the business case of FDI and trade between individual EU8 and
Turkey. Thus the question and the replies are provided through the figures presented below.
Figure 4.1: What makes Europe attractive for business leaders?
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Due to time shortage in the framework of the current study, some of the interviews are conducted through a survey questionnaire
sent through email to the relevant businesses and persons.
99
Europe 2013: Coping with the crisis, the European way, E&Y, 2013.
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The answer of global business leaders in line with the weight given to each advantage for Europe
is as below and they are naturally applicable to the bilateral FDI relations of EU8 and Turkey.
Figure 4.2: Reply from Business Leaders on the Question; what makes Europe attractive?

(Source: EIU, 2013)

Moreover, most recently, Forbes magazine announced its annual global listing of Best
Countries for Business 2013.100 According to this list, seven countries within the EU8
focus group are among the top 50 countries; Ireland, Portugal, Spain, Italy, Bulgaria,
Croatia, Greece followed by Romania and Turkey are within top 60 out of 145
countries. Therefore, it is not unanticipated that Ireland, Portugal, Spain and Italy attract
significant volumes of FDI as well in line with their performance and the perceptions of the
business leaders.
Turkish investors follow up business opportunities in the EU markets rather closely through
establishing new firms or through M&As. These investments usually aim new brand acquisition,
market and product differentiation, and acquiring competitive advantage through know-how
transfers into main firm in Turkey. In the year 2011, Turkish SMEs have bought more than
3000 firms in Europe either as acquisitions or joint ventures. The sectors where
Turkish investors have shown interest are; chemicals, food, health, energy, textiles,
retail, automotive and construction. This has also resulted in technology transfers.
Some Turkish firms carried the factories with all their machinery, know-how, and
patents into Turkey.
Turkish companies have acquired 26 firms in the first ten months of 2013 with a volume of USD
730 million. Two top destinations for these acquisitions are Italy, and Greece; and the sectors are
manufacturing, transport, food, energy, IT, services and automotive. The expectations point to
an increase in volume beyond USD 1 billion in investments in 2014.
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Forbes has been ranking the best and worst countries for business annually since 2006. Countries are assessed based on eleven
different criteria including property rights, innovation, taxes, technology, corruption, freedom (personal, trade and monetary), red
tape, investor protection and stock market performance. See for further details on 2013 listing http://www.forbes.com/bestcountries-for-business/list/#page:1sort:0direction:ascsearch:
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4.2

ITALY IS A STRONG INVESTMENT PARTNER OF TURKEY

The bilateral FDI flows between Italy and Turkey cover a broad range of sectoral spectrum and a
variety of motives for these investments. Italian investments in Turkey were represented with
about 180 firms in Turkey back in 2002 and since then the number of Italian firms increased over
1000, and the trade volume is around USD 22 billion Euros which has almost quadrupled
compared to 2002. According to a recent interview with Ambassador Scarente, the Italian
investments generally focused in Aegean and Marmara regions are now diversified to other
regions in line with new incentive scheme of the Turkish government.101
There are several well-known Italian firms in Turkey such as Iveco, Chicco, Merloni, De
Longhi, Magnetti Marelli, Pirelli, Ermonogildo Zegna, Astraldi, Trevi, Caltagirone
Group, Banca Intessa Sao Paolo, Banca di Roma, Instituto Bancario, Assicurazioni
Generali, Barilla, Ferrero102, Unicredito, Menarini International, Scavolini, Veneta
Cucina, Indesit, Eldor, Officine Maccaferi, Megadyne, Omron Electronics, Inelli
Plastics among many others.
Eldor Corporation: A Dynamic FDI from Italy
Eldor Izmir, is an affiliate of Eldor Corporation based in Orsenigo Italy, producing induction coils
and hybrid systems for the automotive sector. It is globally the third biggest producer in its field
of production. The first investment of Eldor was realized back in 1991 in Turkey, followed by the
Izmir factory which was established in 1998, then sold to Pulse Engineering. Then in 2003, Eldor
opened up another factory in İzmir. Izmir plant of Eldor is considered as the “productive heart” of
Eldor with more than 1000 employees. Eldor essentially entered into Turkish market with a
relatively small investment but it has grown the volume its investments since then gradually.
Eldor constitutes the benchmark for the mass production of automotive components for the
European and world markets. It also constitutes one of the best practices of gradual expansion of
Italian FDI in Turkey.
Unicredito as a best practice example!
Unicredito provides also a good example of vertical fragmentation in financial services sector.
Unicredito has established global competence centres of its own through leveraging local human
resources, market conditions and economies of scale. While core banking activities are located in
Italy, asset management in Ireland, investment banking in Germany, mortgage in Austria,
payments in Czech Republic and finally credit cards in Turkey.103 Unicredito has established a joint
venture with Koç Holding in 2001, Koç Finansal Hizmetler AŞ, and Unicredit Menkul Değerler AŞ
has been established in 2009 as an offspring of the joint venture. Unicredito has %40.9 share of
the Yapı Kredi Bank through its shares in Koç Finansal Hizmetler AŞ. The two partners hold
%81,90 of the shares of the Bank under Koç Finansal Hizmetler AŞ with has a 50-50 partnership.
Unicredito Group is continuing to invest in its operations in Turkey and considers Turkey a
promising market.
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Interview with Italian Ambassador Gianpaolo Scarante, Dünya, 01.04.2013, http://www.dunya.com/italyanlar-turkiyede-emlakve-tekstile-yatirim-yapacak-186929h.htm
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According to Italian La Repubblica newspaper, Nestle has offered to acquire its rival Ferrero in October 2013, but the bid for
Ferrero is not confirmed officially.
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Mudambi and Venzin, 2010.
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Italy’s most recent sweet step into Turkey: Nutella from Ferrero
With its newly opened factory in Manisa in September 2013, Italian Ferrero, 4th biggest chocolate
producer in the world, has taken another sweet step into Turkey while substantially
strengthening its value chain for Nutella (product level value chain) through expanding its
operations in Turkey. As the 6th largest investor in Turkey in the past year, Ferrero invested TL
300 million and created 200 new jobs with its 19th factory in Manisa, Turkey; and will produce
Nutella, Kinder Pinguini and Kinder Milk Slice as the main products. Ferrero has been among the
top 4 producers in Turkey after Ülker, Eti and Nestle, and with this new Nutella investment it
became a leader in its market increasing its production by 27.5 %. However, Ferrero does not aim
the Turkish market alone; it aims Middle East and Northern Africa markets operating from
Turkey. Moreover, hazelnuts from Turkey fulfill 30% of the global production of Ferrero, and
Ferrero invests in hazelnut production in Black Sea region with a project in developing good
agricultural practices in cooperation with Ministry of Agriculture. Another significant issue about
Ferrero is that it also is developing CSR projects. Its most recent project is “United Kinder of the
World” to be implemented through support from Ferrero Foundation and the local authorities in
Manisa.
The motivational factors regarding the investment of Ferrero in Turkey have been market
seeking, efficiency seeking and strategic asset seeking FDI. Leading structural determinants, on
the other hand, have been the relatively lesser operational costs, taxation, regulatory
environment, economic growth and stability. Proximity to raw materials and customers, FDI
competitiveness, quality of infrastructure, utilities and existence of value chain have also
contributed to the decision making regarding this investment. Ferrero encourages other
investors to invest in Turkey due to growth potential of its markets coupled by support of
government for foreign investors, and the financial incentive plan.

Ferrero’s Nutella is an interesting example in the context of GVCs, for example, the hazelnut
processed in the newly opened Manisa factory will be sent to Sweden for producing the cream
part of Nutella – apparently this part can only be done in Sweden - and will be sent back to
Turkey for being integrated to the overall product and then will be sold in the final consumer
markets. The OECD has also indicated Nutella as a best practice case of GVC in its own right.
According to OECD, the overview of Nutella GVC is indicated through the following figure below
which indicates that Sugar comes from Brazil, Palm oil from Malaysia, Vanillin from France and
Hazelnut from Turkey and the special hazelnut cream is done in Sweden, for example.
Figure 4.3: Nutella - Product Value Chain
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Barilla has captured Turkish consumer!
Another significant Italian entry into Turkish market is from the agro-food sector, that is, Barilla.
Filiz Gıda was established back in 1974 operating under Doğuş Group up until 1994 when Barilla
acquired part of its shares, and finally as of March 2003 it is owned by Barilla as a whole. Since
the beginning of the initial partnership with Barilla, there has been considerable technology and
R&D transfer into Turkey. Barilla has now leading position in the market with its diversified
product range, which is produced in Bolu, and sells also to several other markets outside Turkey.
It is also very popular with Turkish consumers.
Italian firms continue to invest in different sectors in Turkey. Some of the further interesting and
recent examples are as follows:
An Italian Town in Ankara?
Turkish Erkanlı Group has recently joined forces with Italian Lombardrini Ventidue team, the
designer of Armani hotels, to build an Italian town in Ankara end of October 2013. This
partnership in construction design plans to finish the construction of the town in 2015 with an
investment volume of TL 110 million amounting to 110 villas. Together with this Italian town to
be established in Ankara, the investors plan to bring in new Italian brands into Turkey as well.
Ruletrans, leading producer of PVC and PU based conveyor bands in Turkey has been sold to
Italian Megadyne SpA in September 2013 with %100 of its shares.
Italian Officine Maccaferri, world‘s biggest producer of galvanized wire products, has
established a partnership with Turkish Tekno Group for a new factory in Düzce with an
investment of TL 6 million back in May 2013. This factory is the 29 th factory of the Officine
Maccaferri globally. This investment is planned to be extended to steel fibre in 2015 with an
additional factory. The aim is not only to capture the overall Turkish market. Officine Maccaferri
considers Turkey as a regional hub for expansion into neighbouring regions.
Italian Indesit, a large consumer electronics company has entered Turkish market back in 1995
with a factory in Manisa and it currently exports %85 of its production to 29 countries from
Turkey. Indesit has 14 production facilities in Turkey and developed 350 new products. Indesit
plans to open further 1000 new retail outlets by 2016.
Italian firms in decorative plants sector, whose sales fell down %40 due to crisis in Europe, plan
to produce decorative plants in Mersin, Turkey and expand into neighbouring markets to offset
the negative effects of the crisis as of 2013. This project is also an example of Italian firms
integrating into existing clusters in Turkey in the decorative plants sector.
An Italian private investment fund, Venice European Investment (VEI) became a minority
shareholder in Global Liman AŞ in July 2011. VEI is a private investment fund created by
Generali Assicurazioni, Palladio Finanziara, Banca Intesa Sanpaolo, Banca Popolare di
Vicenza and Veneto Banca. This is a strategic acquisition through partnership of Venice
Shipping and Logistic S.p.a as well.
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Italian EPTA Group Invested in Turkey: Bringing in the Vision of Interpreting
Sustainability with Responsibility
Italian EPTA Group, operating in 13 countries globally, specialized in refrigeration systems,
decided to invest in Turkey back in 2008 with a factory in Çorlu. The motivation behind this
investment was market seeking FDI, while leading structural determinants were market growth
rate and potential, quality of labour, and the way they explain it “excellent approach to logistics”
in Turkey. The group also has an exemplary corporate culture of its own having accepted
reporting standards of Global Reporting Initiative (GRI), being involved in CSR projects as well
as innovated its own value system entitled “Eptology” (Technological projects, creative energy,
innovative potential, open-mindedness, serious ethics).
A New Resource for Italian SMEs Investing in Turkey
Italian Intesa Sao Paolo, recently extended its resources for Turkey with a view to support
Italian SMEs investing in Turkey in 2012. The number of Italian SMEs has almost tripled in
Turkey between 2007 and 2010, and this is creating further business volume for banks regarding
investment finance. Moreover, Italian firms are among the top three in public procurement
projects in Turkey.
Eataly: The Slow Food Chain Coming from Italy

Eataly, an Italian slow food chain, has opened up its first facility in Turkey in Istanbul by the end
of 2013. Similarly, Italy’s famous restaurant chain Carluccio’s has opened up its first restaurant
in Turkey in Istanbul in 2012.

Most recently, the Italian Prime Minister, Enrico Letta unveiled a new plan to attract foreign
investors into Italy entitled "Destinazione Italia" on 19 September 2013. This plan includes tax
incentives and also other investment incentives for foreign investors who plan to invest in Italy.
On the Turkish side, there is a rising trend in terms of investing in Italy and the new
investment plan is expected to accelerate the FDI flows into Italy from Turkey. Moreover, Turkish
companies have recently seen the strategic merit of investing in Italy and in Italian SMEs as well
as becoming an insider to Italian clusters.
.

150 Year Old Italian Brand Becomes Turkish
Toksöz Group has bought the 150 year old brand Pernigiotti from Italian Fratelli Averna as a
market seeking form of investment in chocolate, nugat and ice-cream sector in Europe in July
2013. Toksöz Group produces the very same products in Turkey and exports them into
neighbouring markets. With this new acquisition of the Pernigiotti brand and its production
facility, the Group aims to further expand into European markets.

Vestel Electronics, part of Zorlu Group companies, has bought Italian brand DIKOM and
@DİKOM in 2013. These brands have a relatively high profile in European markets, and with this
acquisition Vestel has made a strategic move to enhance its visibility.
Ece Group, a leading company in construction materials, bought Italian ISVEA in 2013. With
this acquisition, the Group plans to expand its market through the leverage of the well-known
Italian brand, and to increase its market share by %10 in the coming five years.
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Kale Group Encourages Turkish Investors to Invest in Italy
Kale Group, well-known producer of ceramics and construction materials in Turkey, has bought
Italian ceramics firm Industrie Fincuoghi, which held the Edilcuoghi, Edilgres and Campani
brands, in July 2011 for Euro 30 million and invested further Euro 45 million. The export sales
target of Kale Italy for the year 2013 is Euro 33.5 million; and the exports of Kale Group have
increased by 25% through this acquisition. This acquisition has also marked opening of Kale
Group to Europe. Kale Group further plans to invest in Italy in the coming five years. Kale Group
sees further business opportunities in Italy and encourages other Turkish companies to invest in
Italy as well.

In a recent interview, President of Italy-Turkey Business Council and Kale Group CEO, Mrs
Zeynep Bodur Okyay, informed the press that there is an ongoing preparation by Invitalia (Italian
Investment Promotion Agency) towards inviting Turkish investors on special FDI deals in the
textiles, electronic home appliances, ceramics and leather sector, especially towards acquisition of
brands. She further stressed the fact that Italy is one of the leading countries in branding and
Turkish producers have a lot to learn from Italy in this context.104
Italian Lumberjack is Acquired!
Turkish Ziylan Group’s recent acquisition of the Italian Lumberjack has received a considerable
publicity both in Italian and Turkish media. Lumberjack is a world famous brand for outdoor
gear, created by Ivo Antonin back in 1979, and has been acquired by Ziylan Group in 2012 with a
view to expand the brand and product portfolio, as well as to penetrate into global markets
further. In order to manage the operations of Lumberjack, Ziylan Group has also established the
Brand Park Srl in Italy to be able to efficiently manage the Lumberjack brand globally. However,
the production facility of Lumberjack, its design team and patents have been brought into Turkey
following the acquisition. Currently, the Ziylan Group is doing feasibility of the brand to enhance
global market share through new sales outlets in Romania, Poland, Russia, and Egypt.
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Milliyet, 3 December 2013, http://ekonomi.milliyet.com.tr/-turkler-bizi-alsin listesi/ekonomi/ydetay/1801436/default.htm
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Borusan, among the top 15th largest firms in Turkey, is another Turkish group that invested in
Italy both for production of pipes for automotive sector with a factory in Vobarno through
Borusan Mannesman Pipes Company, and through Borusan Logistics. Borusan Logistics has a
web of road transport in Italy, Spain, Switzerland, Germany, Austria, Finland, Poland,
Slovakia, Czech Republic, Hungary, Greece, Bulgaria, Netherlands, UK, Belgium, Portugal,
Morocco, Tunisia; France and Baltic States.
Polinas, a Yıldız Holding company specialized in packaging – Yıldız Holding is the infamous
acquirer of Godiva - acquired the top Italian food packaging company Nuroll Spa from the M&G
Group in February 2011 and increased its production facilities in foreign markets to eleven. The
acquisition motive was technology and know-how transfer in the field of filmed food packaging.
Form Tekstil – Form Düğme has bought Italian Bottonificio Fossanase in 2011, and moved
the factory with all its machinery, and staff into Turkey and with a further investment of TL
1,250, 000 increased its capacity by %40. This is both a market seeking and a resource seeking
FDI in its own right.
Metyx, a rapidly growing division of Telateks A.Ş., is a manufacturer of high-performance
technical textiles. The industries served by Metyx Composites are marine, automotive,
transportation, wind energy, construction and architectural applications, infrastructure, and sports
and leisure. Metyx bought two composite firms in Italy LEDA and ACT back in 2012 and brought
the assets and machinery of them into Turkey to enhance its own production facility in Manisa
reinforcing its position in wind energy sector.
One of the leading paint producers of Turkey, DYO, bought the Casati brand from Italian
Colorifico Casati SPA in August 2013 and also took over its Turkey operations with this
acquisition.
“The New European Alternative” in Global Markets
Alvimedica, a company of Alarko Group specialized production of medical devices (CE marked
coronary stents, balloon catheters and diagnostic and guiding catheters) has merged with CID one
of the leading producers of medical devices in Italy while keeping the existing staff of CID
(Carbostent & Implantable Devices) as a whole in November 2013. Alvimedica operates also in
Croatia, Bulgaria, Ireland, Greece, Portugal, and Spain. The company was initially founded in
2007 with a fund set up by Turkish businessmen living in Denmark and Sweden with a view to
invest in SME medical device manufacturers to empower them for global competition in the
medical devices sector. The fund acquired a medical device company in Turkey, Nemed in 2007
followed by US In-Vivo in 2009. The CID merger of Alvimedica in 2013 is expected to enhance the
growth of the company in cardiovascular and endovascular markets. Using the brand name
Alvimedica, the intention is to create “The New European Alternative” in global markets for
medical devices.

4.3

SPAIN IS IN EVERYDAY LIFE OF TURKISH PEOPLE

Spanish investments in Turkey relatively are lesser in number but in terms of their value added
they are significant, and they touch various sectors in the everyday life of Turkish people.
Spanish Mapfre Internacional, whose ads are constantly heard these days through the voice of
famous singer Sertap Erener in Turkish radios and televisions, entered Turkey through acquisition
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of shares of Genel Sigorta, an insurance company, back in 2007 as a market seeking FDI in
terms of motivation, and partially as a strategic asset seeking FDI. International expansion in
countries other than Latin America, with potential for insurance and a politically stable country
with a proper legal and regulatory environment was the main reasoning then. Turkey is a market
of more than 70 million people with a growing economy and with a relatively low insurance
penetration compared to the European standards in proportion to its GDP. Turkey is a potential
hub for other countries of the region such as Kazakhstan, Azerbaijan, etc. as well. Moreover,
Turkey is perceived as a business friendly country for foreign investors. Mapfre also just approved
a huge investment in a new headquarter in Istanbul.
The leading structural determinants of this FDI were economic growth and stability, absence of
significant operating risks, favourable regulatory environment together with internationalization
opportunities towards neighbouring markets. In terms of labour availability and quality there
were sufficient assets for Mapfre, while infrastructure was considered reasonable. In terms of the
present and future prospects, while Mapfre would keep the status quo in terms of its own
investment position, it still advices other insurance companies to enter the market as the market
has a relatively less saturation level and provides opportunities for further expansion and
profitability. However, there is a present concern on the global economic outlook and
neighbouring political conflicts as potential threats while the GDP growth rates and young skilled
work force of Turkey provide both strength and opportunities.
Spanish Essentium Group has investments in energy and cement sectors in Turkey while the
Group company Assignia took part in most recent giant infrastructural projects of Turkey such as
the speed railway construction. For the Group, the structural determinants of investing Turkey
are several among which economic stability, relatively low labor costs, quality of infrastructure
and technology are leading ones. Like several other foreign investors in Turkey, the Group
advices Turkey to decrease red tape further to be upgrading in the GVCs. And Essentium Group
refers to competition in the market and advices new comers to be ready to compete and not to
underestimate the highly competitive market with skilled work force.
Spanish Eptisa Brings in Sound Business Principles and Value into Turkish Market
Spanish Eptisa is a large scale international engineering services firm with operations in several
countries globally, and with a long time successful track record in adapting to the needs of host
countries / clients, and in the implementation of projects. Eptisa has been present in the Turkish
market as of 2006 and has recently permanently established itself in Turkey. Eptisa’s motivation
is both market and strategic asset seeking when choosing to enter Turkish market. In terms of
leading structural determinants, it is possible to say that Eptisa sees operating costs, labor
availability and quality, and the business environment favorably in general, while acknowledging
the economic stability and the growth potential of Turkey coupled with access to neighboring
markets. Eptisa encourages other firms to enter Turkish market and invest in the country if they
are ready to compete and have done their homework, thus advising very much like Inditex and
Essentium Group.
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Spanish Inditex (Zara): The Game Changer that Creates Value
The entry of Spanish Inditex into Turkish textile sector has changed the business culture in an
irreversible way. Inditex arrived Turkey as a market seeking FDI based on the Turkish
infrastructural potential and the constantly growing market. Once in Turkey, Inditex introduced
its retail operational system and served as school in its own right in the market and it still does.
Moreover, the entry of Inditex resulted in self-questioning of its domestic rivals and brought in a
market discipline which still continues today. Thus Inditex has been and is still a game changer.

After establishing itself in the market, Inditex also established a sister trading company Itex
Trading which exports to Spain USD 1.5 billion worth goods while only importing around 1/6th
of this amount back from Spain. Thus Inditex creates a favourable trade balance for Turkey in
textile sector as such. While the exports to Spain are mainly finished final products, the imports
are fibers and partially specific cloth. There are firms in Turkey who create collections for Inditex
as well. Turkey is currently the largest provider of Inditex since it constitutes approximately
20% of the overall Inditex purchases globally. Another merit of sister company Itex is even more
interesting, as it does quality control in the sector while also auditing working hours, the
prevention of child labor, etc. in the sector. Therefore, it is not a mere coincidence to name
Inditex “a game changer” in the Turkish textile sector. Inditex expects to grow around 100% in
the Turkish market in the 2012-2015 period on the overall.

The growth rate of Turkey coupled with quality of its work force and profitability makes Turkey
an attractive investment environment for Inditex, while the developed infrastructural aspects
such as communications, the banking system provide further opportunities. The operational
system of Inditex creates also a competitive advantage in the market. The operational system of
the game changer Inditex means either survive or perish for rival firms. There are also certain
limitations of the Turkish market such as high staff turnover rates, and administrative burdens. If
Turkey wishes to be upgrading in GVCs and to attract FDI, it needs to further improve the trading
environment in terms of administrative burdens on the businesses like elsewhere in some other
countries in Europe.
Finally, for potential new comers the main dictum is to do their homework well before entry into
Turkey, taking into account the realities of the country as well as being aware of its highly skilled
work force. The game changer believes that investing in Turkey has several further favourable
structural determinants and advantages especially for those who do their homework well and
those who are ready to compete.

Sociedad General de Aguas de Barcelona SA (Agbar) is another powerful Spanish company
that entered in Turkish market recently in 2010. The company has a 140 year history and it
operates in countries like UK, Chile, China, Algeria, Colombia and Cuba next to Turkey. Agbar is
specialized in water and waste management. By the year 2012, the company turned its attention
to south east of Turkey to invest there in Şanlıurfa and Diyarbakır.
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BBVA: Local and International Business Values Blended Towards Creating Synergies
BBVA has been investing in the emerging markets in the past twenty-two years and Turkey has
been its focus as of the year 2000 onwards. When General Electric has decided to sell its Garanti
Bank shares, following a detailed analysis and due diligence process, BBVA bought these shares
and further bought shares from Doğuş Group towards its current position as the shareholder. The
acquisition of Garanti Bank shares by BBVA was both market seeking and strategic asset seeking
FDI. Among the leading structural determinants it is possible to name the economic growth and
stability with moderate operational risks and internationalization opportunities towards
neighbouring markets. However, Turkey might still benefit from improving the regulatory
environment for attracting future FDI, while the skills and productivity of its labour force is
remarkable next to its R&D capabilities and proximity to customers. Turkey offers quality in
infrastructure and utilities while its ICT infrastructure with reference to financial services is
considered in the Ivy League in the sector. Banking sector is essentially a client-driven sector by
definition thus client satisfaction is important, and the current business culture of Turkey
towards client satisfaction is promising. Due to these structural reasons and the overall outlook of
its presence in Turkey, BBVA can possibly invest further in Turkey, while it is also acting as an
ambassador for Spanish investments in Turkey while bridging Turkey with Spain and Latin
America, most notably Mexico. From view point of global value chains (GVCs), the presence of
BBVA in Turkey is very interesting and fits directly into the very definition of GVC as well. The
value chain created through BBVA acquisition is a two –way process and a win-win position.
There is a mutual knowledge transfer between Spain and Turkey, and BBVA further exports this
acquired knowledge into Latin America thus extending the value chain globally. For example;
while Garanti Bank is a local bank, BBVA is an international bank with international treasury
capabilities forming a strong asset for Garanti Bank. On the other hand, Garanti Bank transfers its
know-how on new product development to BBVA thus to other international markets where
BBVA operates globally, a significant example of which is the Bonus Card. BBVA also facilitates the
internationalization of SMEs for both sides. Finally, Spain and other Latin American firms are
likely to invest in Turkey through BBVA, creating further synergies.

A recent interesting FDI from Spain has been the investment of the Tolsa Group, a mining
company also producing Sanicat (cat litter) to open a factory in Eskişehir in September 2013.
Tolsa Group has a market share of 36% in Europe in the mining sector. And with this new
investment in Turkey, the Group targets 20% of sales to Turkish market and 80% to neighboring
markets such as Bulgaria, Romania, etc. This investment is not a new entry on part of Tolsa
Group. The Group entered into Turkish market through mines in Polatlı, Ankara previously and
they eventually chose to produce a niche product in Turkey. Turkey will serve a production base
to sell into other markets.
Recent FDI from Turkey to Spain has interesting characteristics in terms of shared business
values and also from view point of know-how transfer, if not in absolute investment volume.
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Zumos Palma: Spanish and Turkish Family-Owned Enterprises Reciprocate Business
Values
Toksöz Group has recently bought Spanish Zumos Palma from Pascual Group in November
2013. Zumos Palma has a capacity of producing 200 million liters of fruit juice on a yearly basis,
and it is considered among the biggest players in the fruit juice sector in Europe, and ranks third
in Europe in fruit juice production. One of the interesting issues regarding this acquisition is that
both Groups are family-owned enterprises. The reason for selection of Toksöz Group for this
investment by the Spanish counterpart is declared to be the shared business values. With this
acquisition Toksöz Group aims to expand its operations towards new markets thus this has been
a market seeking FDI.

Turkish flexible packaging producer Kalenobel has acquired Spanish Big Drum, producer of icecream cone cases firm, increasing its capacity of annual cone case production to 4 billion and
became leader in Europe in this sector through this acquisition as of November 2013. Kalenobel is
bringing in the production assets of the acquired Big Drum to Turkey. The firm is a provider for
Unilever, Mondelez, Eti, Ülker, Golf, Pepsi, Danone, Nestle, Perfetti, Kahve Dünyası among
others.105
Borusan has a long time interest in Spain through its partner Arcelor (now ArcelorMittal –
world‘s largest steel producer, a multinational steel manufacturing steel corporation). Borusan
bought 35% shares of Arcelor in Bamesa Aeros and later in 2007 it started an investment to
build a factory in the south of Spain to manufacture spiral pipes. This investment is a market
seeking FDI and following the Spanish market, Borusan targeted to open up towards
neighbouring markets other than Spain and Europe.
Moreover, well-known Turkish textile producers such as Sarar and Damat Tween have also
presence in Spain, next to Vestel, the producer of electronic household appliances that acquired
the well-known local brand ―New Pol‖ in Spain in order to increase its sales in Spanish market
and beyond.

4.4

PORTUGAL, CLOSER TO TURKEY THAN ITS ACTUAL DISTANCE?

The investments on part of the Portuguese firms in Turkey indicate diversity and at times entry
and exit followed by a re-entry into the Turkish market. For example, the Portuguese Millennium
BCP Group entered Turkey in 2006 and acquired a bank, and then exited the market in 2010
selling its shares back to another baking Group. However, Millennium Group came back with a
different investment in 2013 in paper sector through INAPA whereby Millenium BCP Group is
a main shareholder. Inapa is one of the leading paper and packaging producers in Europe and it
acquired 100% shares of Turkish Korda which also had Swiss and Austrian partners back in
August 2013. According to Inapa, this investment has been made due to growing potential of
Turkish market.
Most recently in December 2013, a Portuguese golf tourism investor Grupo Onyria acquired
57% of the shares of a hotel in İzmir, Carpe Diem Claros. With this acquisition the Portuguese
firm plans to expand its operations in the EU countries into Turkey.
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Torkecc, a Portuguese advertising company, entered Turkish market back in 2009 as a market
and strategic asset seeking FDI. Among the main determinants the stability of economic and
political environment has been a major factor and the company encourages other Portuguese
firms to invest in Turkey as a growing market with a clear potential.
Portuguese TIMWE, specialized in design and implementation of mobile marketing, and mobile
entertainment entered Turkish market back in 2006 with a view to expand its market reach.
Grupo Mota, one of the largest global players in the supply of ready-made ceramic bodies for
earthenware, stoneware and porcelains, also entered Turkish market in 2008 for expanding its
marketing potential like TIMWE.
Sonae Sierra Encourages Portuguese Investors to Invest in Turkey
Another recent Portuguese investment in Turkey is of Sonae Sierra, operating in real estate
sector (shopping centres). The motivation for this investment is market seeking and partially
strategic asset seeking FDI. The structural determinants of the FDI decision making have been as
follows: the wages, and as for general business environment leading factors have been economic
and political stability, relatively low operating risk and the possibility to expand into neighbouring
markets other than Turkey. While the labour availability and quality has been the neutral factor in
decision making, the presence of FDI competitiveness, proximity to customers, and the existing
value chain have been significant determinants. Quality of utilities and the ICT infrastructure are
other factors in addition to attractiveness of local living environment for international staff.

Sonae Sierra encourages other investors from Portugal to invest in Turkey due to positive
macroeconomic indicators and the sustainable increase in the purchasing power of the Turkish
population. The company brings in specialized know-how and operational experience to the
sector, particularly with reference to shopping centres.

The presence of Turkish firms is rather limited in Portugal compared to Portuguese firms in
Turkey and the investments are rather small in volume.

4.5

IRELAND, THE SILENT INVESTOR

Bilateral investments between Turkey and Ireland are limited in volume. However, there is a
recent interest from Irish firms to invest in Turkey. Accordingly the Irish energy firm San Leon
Energy has acquired 75% of Alpay Enerji end of September 2013, which has licenses to
explore oil and natural gas. Again in 2013, Irish ESB International has created a 50-50
partnership with an energy company from Turkey, the Unit Group in April. Thus energy sector
comes forward as a significant sector for recent Irish investments in Turkey.
There are also private equity firms which indicate interest in Turkish firms. A recent example of
this is Elit Çikolata ve Şekerleme Sanayi A.Ş signing a partnership agreement with Kerten
Private Equity in 2011. Regarding the Turkish presence in Ireland, the main sector is financial
services. Ege, Garanti, and ING Financial Services have branches in Ireland.
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4.6

CROATIA‘S STRATEGIC VISION

Croatia as the newest member state of the EU as of July 2013 and it has been the focus of
Turkish FDI in the recent years with the investments in tourism and banking sectors among these
Doğuş Group and Süzer Group investments are being the most prominent ones.
Doğuş Group’s strategic vision merging with that of Croatia
Doğuş Group’s D-Marin invested in Croatia 2009 onwards mainly with the motivations of
strategic asset seeking and partially market seeking FDI. The structural determinants have been
relatively lesser operational risks, economic and political stability, and regulatory environment
and internationalization opportunities towards neighboring markets. The quality of labor has
been another factor coupled with the existence of value chain in Croatia. Doğuş encourages the
Turkish investors to invest in Croatia for a number of reasons among which the future potential
of the region being the primary reason. Croatia offers exclusive positioning possibility in FDI
especially with reference to tourism development while the recent EU membership enhances
further the future possibilities of expansion. Like in several other countries red tape constitutes
weakness for the FDI with also relatively high level taxes. However, Doğuş is a big group with
already established brand name, financial resources and HR thus it is not adversely affected
compared to other firms in the sector with different size and economic scale. Croatian
government is also perceived as investor friendly in terms of FDI.

Moreover, Doğuş Group bought Croatian Tankerkomerc, a tourism company specialized in
marina management as a complementary investment to its existing investments in Croatia
recently in September 2013. In October 2013, D-Marin bought 6.92% shares of Adriatic Croatia
International (ACI) and further reinforced its position both in the region and in the sector.
Another Strategic Investment from Turkish Süzer Group in Croatia
Süzer Group bought 87% shares of Croatian Banka Brod in 2011. Croatian edition of Forbes
Magazine carried the success of Banka Brod’s share value increase of 166.7% following this
acquisition to its cover page. Shortly after this acquisition the bank has also been renamed as
Kentbank and its operations are centered in Zagreb. Kentbank aims to be a financing bridge
between Turkish and Croatian companies thus supporting potential value chains.
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A notable acquisition on part of the Turkish companies is also the investment fund management
company NFD Aureus Invest in Croatia. Turkish investment company NETA Yatirim Menkul
Degerler A.Ş. (BAB Group) from Istanbul invested in NFD Aureus Invest in 2012 buying out
49% of its shares and getting the control of 14 funds. Turkish capital thus entered the Croatian
banking and finance markets. NFD Aureus Invest is to change its name to Neta Capital Croatia
(NCC).
On the other hand, the Croatian investments in Turkey are rather modest in volume and mainly in
agricultural sector. The most notable example is BC Institute Zagreb which has been
mentioned above previously holding 10% share in Turkish agricultural seed market.

4.7

GREECE ANCHORS IN THE NEW LOCAL INVESTMENT HUBS

Like Italy and Spain, Greece has a significant presence in Turkey through FDI. The leading
potential sectors for future bilateral FDI on part of the businesses are tourism, energy, mining,
chemicals and financial services. One of the most significant recent investments from Greece into
Turkey has been realized by the National Bank of Greece (NBG Group). The spectacular
takeover of the Turkish Finansbank by NBG Group in 2006 has also found wide media coverage
regarding also the affiliates of the bank taken over.
The bank acquisitions from Greece in the year 2006 were not limited to Finansbank. 70% shares
of Turkish Tekfenbank has been bought by Greek Eurobank EFG and it was renamed
Eurobank Tekfen in 2008. This has resulted in the expansion of the bank to 60 branches and it
became a partner for Turkish SMEs in the period 2008-2012. However, the Euro crisis resulted in
sales of the shares of Eurobank to another investor in 2012 thus Eurobank EFG exited Turkey.
Another bank acquisition for the year 2006 was the bid of Greek Alpha Bank for Turkish
Alternatif Bank. Alpha Bank has bought 47% of the shares and became the third Greek bank
investing in Turkey in 2006.
Next to NGB Group and Eurobank EFG, there are other Greek firms such as Intralot, Plastika
Kiritis (Crete Plastics), Spirou Agricultural, Nirefs, Selonda Aquacultures S&B
Industrial Minerals, Sarantis, Eurodrip that invested in Turkey among several others either
in the form of M&As or equal partnerships in joint ventures or 100% new investments.
A Greek-Turkish Joint Venture: Intersport Atletik A.Ş.
Greek Fourlis Group, operating in 43 countries globally, invested in Turkey through establishing
a joint venture in retail / sports products with Sporting Güngör A.Ş in 2009. The partnership is
shaped in the form of a new company, Intersport Atletik A.Ş. This was a market seeking FDI on
part of Fourlis Group. The structural determinants were not in the forefront due to presence of
an exclusive Turkish partner that was already a player in the relevant sector.

Most recent trend in Greek investments in Turkey is to anchor to the new local investment areas
in line with the recent investment scheme of Turkish government. Greek businesses look for
possibilities outside the usual target provinces of FDI in Turkey such as Istanbul, Izmir, etc., and
they head towards east of Turkey.
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Plastika Kritis Explores New Local investment Hubs towards East of Turkey
Plastika Kritis S.A., largest producer of Greece in plastic paint and fibre raw materials, decided
to invest in Gaziantep in 2010 and build a factory there. The factory became operational as of
2011. In essence the firm invested in Turkey in 2001 in Istanbul through Senkroma then decided
to expand its operations to Gaziantep. This recent move was a market seeking FDI. The leading
structural factors for the investment are market potential, proximity to customers, and
opportunities in neighbouring markets.

There is also accelerating interest from Turkish firms for investing in Greece. Leading Turkish
businesses in this context next to the Doğuş Group in tourism sector are Ziraat Bank in
financial services, Boydak Holding (Istikbal) in retail, Pak Holding in paper, and Polisan in
chemicals sectors among others.
In October 2011, Turkish Ziraat Bank (Turkey) invested in the city of Drama (East Macedonia
and Thrace), Greece in the financial services sector in a business services project with also
further plans to extend its operations in Greece through new subsidiary companies in Thessaloniki
and Kavala.
Istikbal, a subsidiary of Boydak Group invested in Greece in the retail sector in 2011 with
expansion plans to open more than 30 stores in the country.
Another notable Turkish investment in Greece is of Pak Holding, whose group company
Kartonsan acquired Greek Macedonian Paper Mills from the owner Mel S.A in 2012.
Macedonian Paper Mills produces 100.000 tons of paper 70% of the exports of which go to EU
countries. On the other hand, Kartonsan is already the 4th largest producer in the sector in
Europe and with this acquisition it aims to expand its market share further. This has been both a
market seeking and efficiency seeking FDI as it is rather expensive to start a production facility
out of scratch. Therefore, Kartonsan chose to buy out the Greek firm with all its production
facility.
Back in August 2013, Turkish Ministry of Economy has also issued a call for Turkish investors to
invest in Greece. According to the Ministry, there is a list of 300 FDI projects prepared by Greek
Investment Agency with a minimum of Euro 2 million investment value. These projects are also
marked with their sectoral distributions such as tourism, real estate, food and beverage sectors.106
Recently, in September 2013, Polisan Holding bought a chemical factory in Greece and entered
into plastics sector next to its presence in agriculture, textiles, construction, and logistics sectors
on the overall. Polisan has also a logistics company in Greece, the Poliport, and aims to support
its most recent investment in chemicals sector through its logistics company.
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Doğuş Group became omnipresent in Greek marinas, further expanding investments in
Greece
Doğuş Group established a 50%-50% partnership with Lamda Development SA, listed on the
Athens Stock Exchange in December 2012, which resulted in the control of the Flisvos Marina.
With this acquisition D-Marin added an upscale, world class marina to its portfolio offering
exclusive services to super yachts.

Strategic investments of Doğuş Group in Greece continued in January 2013, D-Marin entered into
strategic partnership with Kiriacoulis Mediterranean Cruises Shipping SA also listed on the
Athens Stock Exchange. D-Marin Marinas Group added the Gouvia, Lefkas and Zea marinas to its
portfolio with this investment.
Most recently, on 10 December 2013, Doğuş Group entered a bid with Euro 400 million for Astir
Palace Resort Vuliagmeni in Athens which is considered to be the most prominent place in
Athens also for tourism development. The results are pending but so far best price is given by the
consortium which involves Doğuş Group.

4.8

BULGARIA, THE NEIGHBOUR

Although the Bulgarian investments are rather limited in Turkey in terms of their volume, there
are several investments from Turkey and there is an ongoing interest from Turkish firms to invest
in Bulgaria. The EU membership of Bulgaria and its geographical proximity as the neighbouring
country are among the leading factors behind this interest.
Techno Aktaş SA. is logistic and production central of Aktaş Group for Europe, operating in
automotive sector (air springs production) in Bulgaria since 2008. The motivation for this
investment was market seeking FDI with additional factor of similarities in business culture. One
of the leading structural determinants has been the quality of its workforce. Aktaş Group
encourages investments to Bulgaria as Bulgaria has changed from a closed up country to an EU
member state offering different business opportunities for investors.
In 2011 Garanti Koza decided to invest in Bulgaria with a construction project of Euro 100
million. This was declared to be the first time self-investment project from Garanti Koza abroad
next to its externally financed construction projects.
As of 2012 the existing Turkish factories such as Şahinler Group‘s textile factory, Hayat
Group‘s detergent factory are also among the landmark investments from Turkey in Bulgaria.
There is also an interesting case of FDI related to Bulgaria. A Turkish businessman, who settled in
Bulgaria eight years ago, invested there and became one of the leading producers of street
lighting systems in Europe since then, has decided to invest in Turkey back in 2012. Thus
previous FDI into Bulgaria returns to Turkey in a different way.107
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Valuable Sectoral Advice for Investing in Bulgaria from an Existing Investor
Mineral Water KOM EAD is a firm operating in beverage sector and is present in Bulgaria since
2005 with plans to further invest in 2014 and 2015. This was a market seeking and partially
strategic asset seeking FDI. The structural determinants of the investment were growing market
potential, economic and political stability through Bulgaria’s EU membership, relatively lesser
costs in business operations, proximity to raw materials, possibility to expand into neighboring
markets and highly skilled and educated work force. While the company suffers partially from
inadequate condition and maintenance of the existing transport infrastructure, and high
concession fees, there are also opportunities such as positive developments in the regulatory
environment and improvements in overall manufacturing practices.
The company encourages investors to invest in Bulgaria while also identifying for them the
potentially promising sectors of FDI: information technology, telecommunications,
environmental technology (including water and waste water infrastructure), biomass,
agriculture (including beverage/processed foods industry), and other sectors related to
infrastructure development.

Regarding Bulgarian investments in Turkey, one of the significant and pioneering ones is Prista
Oil which entered Turkish market in 2003 with an investment volume of USD 15 million to
establish a production facility. Prista Oil Group is a holding company whose field of activity covers
production of motor and industrial oils, greases and specialty fluids.
Accelerating Greenfield Investments in Bulgaria from Trakya Cam Sanayi A.Ş.
Among the leading Turkish investments in Bulgaria, it is possible to consider Trakya Cam Sanayi
A.Ş in glass sector as a sizable FDI. Since its initial investment Trakya Cam Sanayi A.Ş., extended
its investments through its company Trakya Glass Bulgaria starting with a factory in 2005 and
reaching to fifth factory in 2011 in production of different types of glass. Trakya Cam also carries
some of its production lines on coated glass, etc. to Bulgaria while increasing its production
capacity. As of September 2013, Trakya Cam is working on a project to launch a second flat glass
line in the factory, with start of operation planned for the last quarter of the year. Currently, there
are approximately 2000 jobs created through these investments.

4.9

ROMANIA

There are approximately 13.000 Turkish companies operating in Romania with a total investment
stock of approximately USD 5.5 billion by April 2013 in sectors such as financial services, tourism,
manufacturing, food, logistics and media.108 Among the leading examples of investments,
investments from big groups in Turkey are significant. For example, Eczacıbaşı Group in
nuclear medicine, Yıldız Holding in food, Koç Group in arctic coolers (Arçelik), Fiba Holding
in banking, Garanti Bank in banking, Hayat Group in chemicals, Doğan Holding in media
sectors among several others. On the other hand, potential sectors explored by Turkish investors
currently are dairy products, health sector, mining, energy, and agriculture.
There are about 90 firms that have invested in Turkey from Romania with a total investment
stock around USD 15 million as of 2013, mainly operating as trade subsidiaries and in retail
108
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sector. Out of these about 18 of them invested in industrial production, 10 firms invested in
logistics, 8 firms in construction sector, 2 firms in agriculture and 1 firm in the mining sector.
Arçelik Creates Value and Jobs in Romania!
Turkish Arçelik, one of the leading producers of electronic and electrical household appliances
and coolers in Europe has recently invested in Romania. The motives behind this investment have
been a mixture of all kinds, from market seeking FDI to strategic asset seeking FDI, covering the
whole spectrum. Regarding structural determinants; operating costs, general business
environment, labour availability and quality, presence of industry cluster are among the factors
behind this decision making. Arçelik would recommend in investing in Romania due to its
logistical advantage.

4.10

SWOT ANALYSES OF EXISTING BUSINESS ENVIRONMENT BETWEEN EU8 AND
TURKEY TOWARDS FUTURE PATH AHEAD

As a result of the business interviews with firms from EU8 member states and Turkey, the
following SWOT analyses results have emerged:
SWOT Analysis for Inward FDI to Turkey
Strengths








Size of domestic market
Skilled workforce
Developed services sector (especially
financial services and banking)
Productivity
R & D capabilities
Quality of infrastructure
Quality of ICT infrastructure

Opportunities







Proximity to neighbouring markets
Growth potential of Turkey
Potential cross-sectoral spillovers
SME internationalization
Participation in different sectoral clusters
Extension of sectoral value chains

Weaknesses






Regulations and red tape
Swift changes in rules
regulations
Lack of coordination among
business organizations in
facilitation of FDI
Language barrier

and

Threats



Global economic crisis
Political turmoil in neighbouring
regions

Majority of the existing EU8 investors perceive several advantages in investing in
Turkey. While the advantages cover a large spectrum, the weight and significance of
these advantages vary across the invested sectors due to sectoral characteristics. For
example, in financial services the ICT infrastructure and R&D capabilities in Turkey
came to forefront together with skilled workforce. In niche sectors, participation in
sectoral clusters is highlighted more, especially from view point of SME
internationalization. There are also interesting cases in mining sector, which further
created cross-sectoral spillovers in investments. In the manufacturing sector, next to
market expansion, a strong motive is to enhance the already existing product value
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chains. On the overall, Turkey is perceived as a recommended investment hub by the
existing investors due to several strengths and opportunities as indicated above.
SWOT Analysis for Outward FDI from Turkey into EU8
(valid mostly for Italy, Spain, Greece and Portugal)
Strengths
 Favourable investment environment
 Quality of infrastructure
 Access to know-how
 Strong brands
 Logistical advantages

Weaknesses
 Regulations and red tape
 Relatively less dynamic business culture

Opportunities
 Access to the EU market
 Euro crisis
 Participation in sectoral clusters
 SME internationalization

Threats
 Euro crisis

For Turkish businesses investing in the EU8, the motives behind investment and the
weight adhered to advantages cover a large spectrum and also vary across sectors
like the EU8 counterparts. However, the main theme is market seeking FDI in most of
the cases, followed by efficiency seeking FDI. Entry into EU8 markets usually mean
for Turkish investors increasing their market potential towards the EU market as a
whole, while acquisitions in manufacturing sector, for example, are geared to
technology transfers. Brand acquisition emerges also as a strong trend with a view to
enhance market expansion. Majority of the Turkish investors see Euro crisis as a
window of opportunity for investing in the EU8 countries, most notably, in Italy and
Spain. Investments in services sector have begun to emerge as a strong trend for the
new member Croatia as well as Greece.
As a common ground for both inward FDI from EU8 to Turkey and outwards FDI from Turkey to
EU8 all the interviewed businesses recommend investing in the respective countries, while also
emphasizing the future potential.

125
125

5.

THE INSTITUTIONAL AND POLICY CONTEXT

The enabling environment, that is, the institutional and policy context, is a very important aspect
of successful integration into global economy as well as into the global value chains (GVCs) on
part of individual countries and businesses alike especially with reference to trade and FDI. The
enabling environment is made up of critical factors and trends that shape the GVC environment
that are beyond direct control of the economic actors participating in GVCs, involved in FDI
projects as well as in international trade transactions. Acknowledging the significance of the
enabling environment, this section will provide brief overview of existing framework with
reference to the EU, and a more detailed assessment of the EU8 and Turkey with a view to
provide recommendations where applicable and also complement other sections of the current
study while highlighting when relevant the governance of GVCs in general.
The institutional context more focuses on mapping existing bilateral institutional structures
between the business circles in Turkey and in EU8; providing a brief analysis of the effectiveness
of such structures for business facilitation and market integration between the two sides towards
providing recommendations for both trade and FDI as well as regarding the internationalisation of
SMEs. However, this mapping should not be considered as taking a snapshot of status quo only
or as a listing of institutions but as an attempt to present the factors affecting the value chain
participations through different mediums of both FDI as well as trade towards empowerment of
the change drivers towards optimally competitive economic and business outcomes.
In parallel with this, the policy framework in the next subsection focuses on the policy context in
FDI and identifying the policy context as a benchmark towards most effective and successful
bilateral economic relations between EU8 and Turkey in a way to facilitate and enhance policy
entrepreneurship in relation to FDI and trade.

5.1

INSTITUTIONAL DIMENSION OF FDI

The institutional dimension of FDI requires a holistic approach as a mixture of public and private
sector involvement in FDI processes. In this context, the main pillars internationally are UNCTAD
and OECD; and in national context, investment promotion agencies, several business
organizations, sectoral organizations and public sector institutions such as Ministries of Economy
in individual countries. Since the work of both UNCTAD and OECD has been presented in the
previous sections through data and facts, attention will be focused on the national front and
national and international institutional linkages of businesses.
5.1.1

Investment Promotion Agencies: Supporting ―Smart Specialization‖ through ―Smart
Targeting‖

According to a recent study conducted with reference to the EU on investment promotion and the
role of investment promotion agencies (hereinafter IPAs), the business as usual requires a
change in the current global environment to achieve success.109 This is simply because, partially
due to rise of GVCs, just presenting the merits of a specific country or region is not
enough to attract investments. What is more needed is recognizing advantages of the
country in question vis-à-vis sectors and sub-sectors in relation to GVCs and actually
promote and market those. Moreover, another needed step in investment promotion
109
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is to bring forth innovation and entrepreneurship in a given country or sector into
perspective to attract foreign investors. This type of a specialization on part of the
investment promotion agencies is considered to bring lucrative dividends compared to usual
practices of investment promotion. However, this also does not mean that one size fits all. These
overall are conceptualized as ―smart specialization‖, a recent terminology coined by the EU. In
return, smart specialization also mirrors on how the IPAs would or should approach international
investors.110 In essence, while European countries and regions focus on ―smart specialization‖, the
IPAs need to focus on ―smart targeting‖ as complementary to this process. It should be noted
that what is called ―smart targeting‖ is not just implementing best practice frameworks of
international organizations such as UNCTAD and/or OECD on investment promotion, but IPAs
should focus on strategic GVC participation channels and subsectors in order to create
value in attracting international investments while also opening up new venues in
GVC upgrading.
With reference to EU8 and Turkey, the level of sectoral targeting, which is widely accepted
measure of good practice in investment promotion, varies across countries. The sectoral targets
of EU8 IPAs are aerospace, automotive, logistics, ICT, life sciences, biotechnology,
pharmaceuticals, chemicals (i.e. plastic mould), (renewable) energy, eco-innovation
/environmental management, tourism, support services, food and beverages, metals
and textile industry. On the other hand, the sectoral targets of Turkish Investment Promotion
Agency are agriculture, automotive, chemicals, energy, environmental technologies,
financial services, food and beverage, healthcare, ICT, infrastructure, machinery,
tourism, support services, and transport and logistics. The outlook of targeted sectors for
both sides points to intersections in several sectors between EU8 and Turkey. This means both
rivalries in some sectors and synergies in others, for example, in the form of possible future joint
ventures on part of the businesses.
As an example, Italy and Spain have both successful IPAs in terms of smart sectoral targeting.
Most recent token of this targeting effort regarding tourism sector has been a buy out of a hotel
by Permak Group from Turkey in Venice in 2013, for example. And there are several examples as
such between EU8 and Turkey.
With a view to explore the policy of smart specialization through smart targeting,
IPAs of EU8 and Turkey are interviewed in order to also assess the best practices in
institutional context and how policy actually meets the practice in FDI. The results of
these interviews in terms of institutional and policy framework of the IPAs can be
summarized as below:
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Strategic targeting of sectors and sub-sectors emerges as sine qua non of
successful investment promotion.



A best practice of smart targeting has both pro-active and reactive approaches
blended into one to bring forth optimum results in investment promotion. For
example, one EU8 IPA bases smart targeting on specific clusters and key
resources with the aim to promote the EU8 country in question as a potential
location internationally, directly with the main key players of that specific

Ibid, p.iv.
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sector through developing a detailed sector-profiling while highlighting the
investment opportunities. Thus networking also becomes important
component in this context.


There are EU8 IPAs that are aware of GVCs and smart targeting the sectors
which would lead to GVC participation and upgrading.



Transforming IPAs into a services-driven organization, i.e. IPA functioning like
a consultancy firm is among the most important challenges in the institutional
framework for FDI facilitation and promotion. According to interview results
some of the EU8 IPAs try this approach on a limited scale and some in full
sense, but the outcomes of this are rather mixed in terms of increasing the
investment volumes as there are also other factors to be taken into account.



The investor is perceived as a client and IPAs are more perceived as a
consultant in general; investor – IPA relations do not pose problems.



In terms of participation in GVCs and investment facilitation towards creation
of added value through the GVCs, the IPAs have mixed views, but they agree
on one thing that with reference to bilateral FDI promotion with Turkey and
their country (those of focus group EU8) that there are lack of proper macro
level sectoral strategies which in return hamper the possibility of creating
synergies.



The IPAs lack necessary budget and human resources to continue their
medium and long term operations on FDI in a sustainable way. Thus resultoriented approaches towards functions and responsibilities of IPAs tend to
overlook sustainability of efforts and the overall process of FDI attraction and
FDI deal closure as well as its follow up in the aftermath of the FDI. Therefore,
two different approaches can be pursued a blend of result-oriented for short
term, and process-driven for medium and long term.



Lack of effectively implemented industrial policies and decisive political agenda
on attracting investments is hampering the efforts of individual IPAs.



In general, flows in policy making regarding investment promotion as well as
lack of a macro plan for investment facilitation is discouraging the IPAs to put
full effort into investment promotion. Their existing and potential success in
the field is not backed up with relevant policies by the policy makers.



Improvement of existing investment frameworks is one of the major policy
concerns on part of the IPAs. But this improvement is not necessarily having a
bilateral investment treaty (BIT) between the countries on paper; it is about
opening up implementation channels which will meet legal framework of BITs
with their day to day reality.



IPAs are established to turn governments‘ vision about FDI into a reality, but
how this vision finds its reality cannot be thought independent of global
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competitive economic environment where increasing the market share in FDI is
a race to be won.


Increasing participation of IPAs in regional
development is a rising trend among IPAs.

development

and

overall



IPAs have limited resources to encourage SME internationalizations as well as
their participation into international sectoral clusters.

With specific reference to bilateral FDI relations of EU8 and Turkey, the constraints as
identified by businesses and conveyed to the respective IPAs of EU8 regarding
investing in Turkey are as follows:


One of the main constrains that might affect investment flows, is related with
work permits of international staff and also the regulation to employ five local
staff in return for one international staff in Turkey. Diplomatic and politic
relations should take into consideration difficulties of this kind not only for
Turkey but also for the EU8.



The customs regulations of Turkey should be improved with a view to enhance
investments that involve exports and imports of raw materials or intermediate
goods or finished goods. This proves also to be an obstacle for GVC
participation of Turkey, next to longevity of the FDI within Turkey and
prevention of exits.



Relatively long periods of bureaucratic processes and red tape are also
considered a constraint before facilitation of FDI between EU8 and Turkey in
general especially in the aftermath of the FDI in Turkey. This is also the result
of the SWOT analysis conducted in the aftermath of business interviews. Some
businesses have to hire considerable number of human resources only geared
to dealing with administration, customs and labour red tape, and this creates
substantial unforeseen costs after entry into the country.

5.1.2

Business Organizations and Sectoral Organizations

Sectoral organizations are significant players in FDI and trade as they have existing international
sectoral links to similar sectoral organizations in other countries and regions. Their significance
also owes to the fact that these types of organizations have access to sectoral clusters, often
representing them, and also they create an important potential for the internationalization of
SMEs, next to also enabling participation in GVCs and also upgrading in them. Thus their
involvement in trade and investment facilitation should be enhanced through creation of
networking channels and other business schemes in a sustainable way.
In the case of Turkey there are several sectoral business organizations such as chambers of
commerce and industry, exporters‘ unions of textiles and other sectors among others. The issue
here is not their identification as they are known to their counterparts elsewhere in Europe and in
the EU8. What is most important is to strengthen them and their day to day contacts to create
―sectoral networking and communication clusters‖ between Turkey and the EU8 with a view to
sustain also the internationalization of SMEs as well as enhancement of participation to GVCs.
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This could be in the shape of trade or investment, but whatever the medium may be in between,
the common goal of creating value will sustain these ―sectoral networking and communication
clusters‖ once and if they are established. In this context, the bilateral business council of DEIK
(Foreign Economic Relations Board of Turkey) provides a good institutional example for EU8 as
well.
In the institutional context, the economics departments of the diplomatic missions have a
significant responsibility for facilitating both trade and FDI. However, with reference to EU8, the
field observation is that they are either understaffed or do not possess updated information to
promote the case of their individual countries, especially regarding FDI. Therefore, the economics
departments of the EU8 require optimization towards enhancement of FDI. Among the EU8 there
are also efficient departments as such, the ratio is EU4 to EU8 that is 50% as per observation,
but the general outlook is posing a constraint in bilateral FDI relations between Turkey and EU8.

5.2

THE POLICY FRAMEWORK

The policy framework and the regulatory environment for investment and trade arguably need a
new definition as opposed to its current scattered sets of bilateral investment treaties (BITs)
between the countries. In broader view, within the current global environment increasingly
webbed by GVCs, it is almost impossible to design and implement industrial policies without
taking them into account, and naturally investment and trade policies are part of the industrial
policies in general. There are several reasons for this but some facts might prove to be a good
start. For example, TNC coordinated GVCs account for %80 of global trade, and the estimated
contribution of the local firms, also involving SMEs has a range of more than 40% of exports
value added.111 A rational approach thus would be to include the GVCs in industrial
policy making, while creating an enabling environment for trade and investment.
However, these policies need to be supported by policies such as competition policy,
intellectual property, innovation policy, enhancement of entrepreneurship, ICT, skills
building and upgrading among others to be effective within the context of GVCs in
general and in terms of successful investment promotion in particular.
A very important issue in terms of policy framework for FDI and trade is to take into account that
participation in GVCs does not necessarily mean the participant country or firm will stay in it
forever. The GVCs are evolving structures and the participants of GVCs need to evolve with them
to stay afloat or upgrade at one stage. Thus, any investment and trade policy and the subsequent
supporting policies to these should be formulated in a way to take into account the dynamic
nature of the GVC participation.
Next to the policy environment, governance networks that would strengthen capacity building
support for SMEs and their internationalization are also needed. Thus business as usual requires
an effective audit towards these changes in the global economy. While countries increasingly
design trade and investment policies within the broader framework of industrial policies,
simultaneously both OECD and UNCTAD provide frameworks for improving the investment
environment as a broad guidance for the countries and push for a multilateral investment
framework under their mandate.
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See further OECD, WTO, UNCTAD, 2013.
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The European Union has also recently come up with its own investment framework as such.
While these efforts towards integrated policies regarding investment and trade and on the overall
for new industrial policies are continuing, and while calls for multilateral global investment
governance are in the agenda, it is also important to note that the policy and regulatory
framework can prove to be disastrous if they become tacit tools for protectionism. Thus there is a
very delicate balance to be observed for the policy and regulatory side of both investment and
trade altogether in a world of GVCs. The Lisbon Treaty provides mandate to the EU for
contributing to a gradual removal of restrictions on the FDI and the EU intends to use this in an
efficient manner.112 This, however, does not mean that the Union will define and enforce the
investment liberalization measures. The mandate is still to be shared with the individual member
states, and the real value of the EU mandate lies within the framework of the international
investment negotiations, providing more leverage compared to individual countries‘ investment
negotiation positions.
In essence, within the EU policy context, what is most important to mention here is the
internationalization of SMEs vis-à-vis FDI and trade in the world of GVCs. The policy
context of SMEs and their internationalization in the EU can be mainly examined through three
pillars. Competitiveness and Innovation Framework Programme (2007-2013) which
aimed to contribute the competitiveness and innovation capacity of the EU with particular
emphasis on the needs of the SMEs now to be extended towards 2018 with the new budget term
of the EU under a new title, COSME. Europe 2020 flagship initiative on an industrial policy for
the globalisation era which aims to improve the business environment for SMEs and supporting
development a strong and sustainable industrial base to compete globally. Small Business Act
and Review which is a package of 10 key principles with measures covering key priorities of
SMEs, including access to global markets. Considering the fact that the EU has about 21 million
SMES creating 58% of total value added in the EU economy and 90 million jobs, the importance
of SMEs and their internationalization is better understood.113 Moreover, around 13% of the EU
SMEs exports beyond the EU. SME Internationalisation is linked to supply capacity of SMEs which
in return facilitates participation in GVCs. Therefore, EU is taking action to help SMEs to increase
their capacity in innovation, facilitating adoption of international standards, raising awareness on
prospects regarding the GVCs. A recent EU study on Support for Internationalization of
SMEs brings forth trade and FDI as a focal point regarding the SME
internationalization, while also emphasizing the strong correlation between
internationalization and innovation.114 Further, according to results of this study, the SMEs
with FDI employment growth in the one year period of 2007-2008 is 16% compared to others,
that is 4%.

5.3

THE REGULATORY PERFORMANCE OF INDIVIDUAL EU8 AND TURKEY

This subsection presents the regulatory performance of the individual EU8 and Turkey with a
view to provide a more detailed analysis of the current situation towards provision of
recommendations. In order to present the regulatory performance, the OECD FDI Regulatory
Restrictiveness Index is an important measure. This index, which includes 22 sectors and
subsectors, indicates the restrictiveness of a country‘s FDI rules by looking at the four main
types of restrictions on FDI:
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Foreign equity limitations
Screening or approval mechanisms
Restrictions on the employment of foreigners as key personnel
Operational restrictions, e.g. restrictions on branching and on capital repatriation or on land ownership

When the business feedback of EU8 IPAs regarding investing in Turkey are recalled, it will be
seen that the constraints identified by businesses and therefore their respective IPAs relate
directly to the second and third pillars of the index, which in return is confirmed in the figure
below including Turkey and EU5, that is Italy, Spain, Greece, Ireland, Romania.
Figure 5.1: OECD FDI Regulatory Restrictiveness Index 2012
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Accordingly, although the position of Turkey is parallel to the OECD average, Turkey
emerges as relatively closed country compared to other EU5 which are included in the
OECD calculations. On the sectoral front, according to the findings of this index, FDI
restrictions tend to arise mostly in primary sectors such as mining, fishing and agriculture, but
also in media and transport.
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6.

CONCLUSIONS AND THE WAY AHEAD

This section brings together the overall conclusions of trade and FDI assessments toward
provision of recommendations.

6.1

CONCLUSIONS AND POSSIBLE WAY AHEAD ON TRADE BETWEEN EU8 AND
TURKEY

Dynamic trade relations: Our analysis shows that trade of Turkey with EU8 is more dynamic
than with the whole of the EU, confirming good potential of this economic partnership. Although
smaller in volume, the most dynamic trade partners are Croatia, Bulgaria, Ireland, Romania and
Spain. Turkey is a booming market for all the EU8 countries, with a long-term import growth rate
of 15% or more. Analysing the trade in volume, one observes a high stability of the hierarchy of
the partner countries between 1991 and 2012, despite changing economic conjunctures. For both
exports and imports, Italy leads, followed by Spain and Romania; while Greece and Bulgaria
remain quasi-equivalent. Ireland, Portugal and Croatia are 10 times less than Spain, and 20 times
less than Italy. It should be noted that Italy and Spain are top partners of Turkey for trade and
for FDI as well, showing that, with the EU8, these two types of economic relations go together.
Turkish exports to EU8 dropped severely, as hit by the crisis after 2007 (a total of -22.7 %
against -2% for EU 28), whereas the EU8 countries managed to remain competitive by increasing
their market shares in Turkey even more significantly than the whole EU28, a total of +41%
against +27.6%, as an adjustment strategy to the crisis. This shows the potential of the Turkish
market for the EU8 countries. The drop of Turkish exports, on the other side, can become a
concern if this trend continues. For first nine months of 2013, Turkish exports to the EU have
increased again, giving the EU a 41.1% share in Turkish exports, Within EU8, same positive
evolution can be observed mainly in the case of Italy, Spain and Bulgaria.
Crisis and integration into value chains: The value chains that resisted the most to the crisis
are chemicals, textile, equipment and vehicles. We have chosen four subsectors according to two
criteria in order to deepen our analysis: high share in trade and high intra—sector pattern of
trade. The selected four subsectors were artificial resins and plastics, iron and steel, general
machinery and road vehicles. The detailed analysis of these four value chains provides several
lessons. One can identify for Turkey two different ways of entering GVCs. The deep intra-firm
vertical specialization as with Italy provides the best way for sustainable trade, for technology
transfers and for enhancing the technological level of export. The second pattern as with Portugal
and Romania is based on intra-branch trade and cooperation: the partners sell each other
assembled cars and parts, without deep industry cooperation. This is positive for value added and
technology content of the trade, but the technology transfers are low. Another way of entering
value chains is shown by plastics and iron and steel products. Here the vertical sharing of the
supply chain is guided by the value added content: Turkey is specialized in the low value added
segments and imports high value added segments: the trade pattern is thus highly unbalanced.
The point is to assess the potential dynamics of the intra-sectoral participation of Turkey in these
value chains in intermediate goods.
Competitiveness and value added: Mapping trade relations aims at assessing the
competitiveness of firms as reflected by international trade and the macro-economic benefits of
trade for the participants. When the participants are on the one side Turkey, one of the most
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dynamic and promising emerging countries, and on the other side, the EU or a part of it, one of
the most developed and sophisticated economic systems globally, the expectations about trade
are easy to formulate: Turkey needs as much as possible technologies (goods, transfers)
and the EU firms within depressed conjuncture need access to dynamic and promising
markets. If the trade of Turkey with the EU is unbalanced, this does not pose a
problem as long as this trade deficit is caused by inflows of technologies, and as long
as the deficit can be compensated by similar surpluses with less developed countries.
When analysing Turkey-EU8 trade with this benchmark, it is easy to see the gaps and thus the
potential of this trade. The main criterion is the value-added technological content of Turkish
imports. Exports content comes only in second rank.
On the basis of aggregated RCA indicators, following conclusions can be drawn with regards
to Turkey's imports:
 The imports of Turkey with Italy, Spain and Ireland have high added-value content,
corresponding to the technological level of these economies.
 The imports of Turkey with Greece, Portugal and Croatia have a basic good content, that
neither reflects the potential of these economies nor the needs of Turkey.
 The imports of Turkey with Bulgaria and Romania have a basic good content,
corresponding to the modest technological level of the latter.
 The imports of Turkey from Greece, Bulgaria and Romania have high raw material content,
what is consistent with their geographic proximity with Turkey.
When considering value-added content of Turkish exports, the situation is similar. With
Italy, Ireland and Spain, after 2007, Turkey exports more value-added products, whereas with
the other countries, Turkey exports more basic products. This observation is to be connected with
the decrease of the Turkish exports to EU8 after 2004. Most likely explanation is the crisis in the
EU and the low level of production activity and demand. However, some practitioners express the
view of a possible decrease of Turkish competitiveness, including non-price competitiveness. In
that respect, the severe drop in exports to EU8 by Turkey could also be explained by decreasing
price competitiveness in basic goods, and insufficient high value-added products. A last
explanation produced, complementary to these, is Turkey's decision to diversify exports towards
third and easier countries: neighbours, MENA, Africa.
These conclusions should also be connected with the discussion about ―import content of
exports‖. In a global world, all production has import content, and the import content for Turkish
exports is quite often the condition for becoming competitive, entering a new market and
increasing market shares. In the cases when the export capacity of Turkey is constrained by the
low or medium technological levels of its products, the easiest solution is to increase by trade the
value added level of some inputs.
Looking at the general outlook of the EU-Turkey trade in general, and the trade of
Turkey with EU8 in particular, we can easily state that the EU is the main workshop
that is modernizing the Turkish economy.
The following constitute the recommendations and possible way ahead regarding the trade of the
EU8 with Turkey through a number of important questions and answers such as; How to increase
trade between Turkey and EU8? The reply to this question is as follows:
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Ease partnerships: The practitioners interviewed explained that Turkish side increasingly ask
for partnership when the EU firms want to implement trade activities. This has become
systematic for complex projects as in infrastructures (airport, bridges, hotels etc.), i.e. about
one third of trade. Partnership means local integration, local suppliers, and possibly technology
transfers.
Engage in services in high value added sectors: In reality, the share of exports of
services in GDP declined in the last decade. Most of Turkish services exports are in traditional
industries such as tourism, travel, and construction. Turkey still lags behind in the exports of
high value-added services such as ICT, financial, business, and legal services. For the long
term performance of its overall exports, the exports of services in high value-added sectors
that depend on high rates of tertiary education and thus skilled human capital needs to be
enhanced.115 Actually, as it is seen in automotive industry, the highest value added segments
of value chains are not in manufacturing, but in services such as design, R&D, marketing, and
distribution.
SMEs' participation in regional clusters: The objective of USD 500 billion exports could
not be reached only by locational Istanbul cluster, and capacities and resources should be
mobilized from the whole territory, mainly through SMEs. Conditions should be created to
broaden Turkish production basis such as modernizing SMEs for attracting FDI, creating
regional clusters, setting up support activities (technical centres, marketing services, technical
schools), creating infrastructure networks (electricity, Internet, railway transport of goods).
Remove asymmetries by considering the claims of both sides: From Turkish side Transport quotas (Bulgaria), Visas, FTA; and from the EU side - Bureaucracy and entry costs,
Exchange rate volatility, Taxation, Labour laws need to be considered.

Improve value added content of Turkish imports with specific reference to Turkey EU8 trade: Greece, Portugal and Croatia do not provide sufficiently value added goods,
although they have higher technological levels. This is also the case with Romania and Greece
that have lower technological levels than Turkey and for which the trade is also influenced by
geographic proximity, favouring heavy and low value-added products. With these countries,
even with an average lower technological level, there are sectors whose know-how could be
useful for Turkey, for example, within Romanian automotive industry or Bulgarian petrochemicals industry.
Draw lessons from recent flows (with reference to crisis analysis): it is important to
identify where the EU8 managed to remain or to be more competitive in Turkey, and where
Turkey did the same. Thus the new trade profile during crisis time is compared with the
former one from 2001-2007. The changes are tracked within the trade flows in volume and in
growth rate.
With reference to flows in volume; the same products are demanded by Turkey and EU8,
except new sales of fuels to Turkey by Greece and Italy. With reference to flows in growth
rate, this indicator is more sensitive to new markets. For Turkish exports, the new markets are
food goods and raw materials with price competitiveness, such as: dairy products, eggs,
animal fats, cereals, and: coal, rubber, electricity. There are few manufactured goods in the
list, and mostly low value added, like fertilisers, organic chemicals. However, some higher
added value products are in the top 20: travel goods, explosives, power machinery, plastics,
perfume materials etc. On the other side, the top new EU8 products are electric current,
animals, gold, arms and other products more consumption and material oriented. It is difficult

See further CEPS, 2013
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to identify new markets: probably raw materials connected to proximity of the EU8, and
consumer demand for food products.
Focus on niches for further industry co-operation and intra-firm specialisation: The
intra-industry trade patterns analysed sectors (plastics, iron, general machinery) reveal in all
cases, even with unbalanced exchanges, some more balanced flows in the lower segments
with some EU8 countries showing niches for further industry cooperation and even intra-firm
specialisation.
Co-operate on third markets: The recent increases in trade and cooperation between
Turkey and Middle East, Asia and Africa represent long-term trends. According to HSBC

forecasts, in 2030 the first exports destination for Turkey will be UAE, the third one
China and the fifth one Egypt. The ING Bank draws following maps for 2017.
The forecasts of ING are as follows. By
2017, Turkey will mainly import
products from Germany, China and
Russia, which together account for 33%
of total imports of Turkey. In volumes,
the most important trade flows to
Turkey currently include fuels from Iran,
fuels from Russia, and road vehicles &
transport equipment from Germany. In
the coming years, these flows are
expected to change with 3%, 8% and
9% per year, respectively. Turkey's
main exports markets will be Germany, Iraq and Russia. Together these countries will account for
31% of total exports in 2017. In volumes, the most important export flows from Turkey currently
consist of textiles to Germany, road vehicles and transport equipment to France, and textiles to
the UK. In the coming years, these flows are expected to change with 11%, 12% and 7% per
year, respectively. This image is only a part of the reality. Another part is that infrastructures
(transport, communication and energy) represent currently about 30% of exports and 40% of
imports of Turkey (expected to come close to 50%).
At this stage, two important
observations have to be done:
 The trend for Turkey to orient
towards the infinite demand for
infrastructures from developing world
cannot be contradicted, all the more
because this is the know-how profile
of Turkey, and these markets are
much more dynamic than the
developed world.
 The trade between Turkey and
the EU is the most technology
intensive in the two directions. The
EU8 participate actively in this trend,
today Italy, Spain and Ireland,
tomorrow most of the EU8.
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The best strategy for the EU8 is therefore to merge the two trends, i.e. to associate
with Turkey on third markets. If this association aims mainly market access benefits it will be
the low path of cooperation. The high path should be searched with complementary technology
contribution, as suggested by the TEPAV at the examples of Egypt, Tunisia and Palestine.116 One
should also consider another form of trilateral cooperation, which is less sophisticated, but is
likely to increase price competitiveness and therefore better addresses the competition of low
cost Asian countries. The proximity of energy providers to Turkey: Iran, Iraq, Russia, Caspian
region and the backward vertical integration at the example of Petkim with Azerbaijan will
shorten oil and gas routes and thus diminish the cost of energy and energy intensive goods like
chemicals, iron and steel. Cooperation with Turkey for the EU8 is also an opportunity to be more
competitive on third markets.
Facilitate technology accumulation in Turkey: Technological accumulation is the current
bottleneck of Turkish economic development and efficient trade. The domestic top-down
technological development cannot provide short and medium term results because Turkey has
first to build its own capacities in science and research institutions and in R&D within large
companies. 30 to 40 years were necessary to build Silicone Valley in the USA or the Grenoble
high-tech cluster in the EU.
Technology transfers are, therefore, the unique workable solution, as shown in Eastern Asia. The
main channels are:
 The purchase of licenses and patents;
 The trade (import) of technological equipment;
 The industry cooperation.
The third form has a great variety of solutions; most of them involve FDI (mostly greenfield and
joint ventures).
The forms of technology transfers from EU to Turkey that are recommended are the following:
 Encourage spill-over effects of existing FDI to domestic companies: A recent research on
the topic came to the conclusion that the most efficient form of technology transfer
channels through linkages between domestic firms and MNC subsidiaries in Turkey.117
 The most successful technology transfers took place in the automotive industries due to
FDI with intra-firm entry within value chain. Moreover, they generate the most sustainable
technological exports of Turkey. The first precondition of success for these FDI was an
already existing industry basis in the sector with accumulated know-how. The present
study showed that in several value chains in chemical industry, in iron and steel, and even
in machinery there are similar niches with reciprocal trade of technological goods. These
are opportunities for strategies of intra-firm cooperation and trade with high content in
technology transfer.
 The above mentioned cooperation on third markets should also be understood as another
channel of technology transfer from the EU8 to Turkey;
 Another strategy could be recommended is to launch new forms of FDI in the EU with the
purpose of technology acquisition targeting not only the EU market, but also the domestic
and third ones.
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See further recent TEPAV 2012 study.
See further Bard, 2013.
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6.2

CONCLUSIONS AND POSSIBLE WAY AHEAD ON FOREIGN DIRECT INVESTMENT
(FDI) BETWEEN EU8 AND TURKEY

This subsection constitutes the conclusions of the FDI part of the study with reference to
business and policy contexts as well as the possible way ahead on FDI between EU8 and Turkey
in a similar fashion. While doing that the changing parameters of global economy with reference
to GVCs, internationalization of SMEs, FDI facilitation, policies around investment promotion,
innovation will be highlighted through recommendations further.
6.2.1

Conclusions on FDI in Business and Policy Context



According to several indices such as Global Competitiveness Index, Doing Business
Index, Value Chain Breadth Index, FDI and Technology Transfer Index that are
related to and/or considered as measures of competitiveness and participation in
GVCs – as presented in the investment section- the performance of Turkey is in
the middle ranks among the EU8 whereby Turkey can benefit from the advances of the
countries such as Ireland, Italy, Spain and Portugal and can engage in further partnerships
with countries such as Croatia, Bulgaria, Romania and Greece also using the advantage of
their geographical proximity.



There are several inspiring business success stories between Turkey and EU8 in
several sectors, proving once again Turkey's economic integration into the EU and
the GVCs via the EU supply chains and clusters. As demonstrated by the trade section,
Turkey participates in EU value chains either through deep intra-firm vertical specialization or
by simply intra-branch trade and co-operation. This sometimes takes the form of vertical
integration where the supply chain is guided by the value added content, with Turkey
specializing more in the lower segment.



The motivations for inward FDI to Turkey from the EU8 cover all the spectrum but
market and strategic asset seeking FDI are more emphasized; same is true for
outward FDI from Turkey to EU8.



Business people investing in Turkey see Turkey as a hub towards reaching other neighbouring
markets but they have concerns on the red tape and swift change of regulations in general.
The same holds true for Turkish businesses but with a difference regarding lesser degree
concern on rules and regulations in the EU8.



As a common ground for both inward FDI from EU8 to Turkey and outwards FDI
from Turkey to EU8 all the interviewed businesses recommend investing in the
respective countries, while also emphasizing the future potential.



There is an ongoing dynamism among the family-owned enterprises in bilateral
FDI relations between the EU8 and Turkey, particularly during acquisitions whereby
shared business values come to the front for choice of investor. There are clear cases like
Portugal, Ireland and Bulgaria where mutual investment potential exists but not yet fully
exploited by these countries and Turkey.



According to the results of the SWOT analysis conducted both for investing in
Turkey by EU8 investors, and in EU8 by Turkish investors the following emerge as
major highlights:
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 Majority of the existing EU8 investors perceive several advantages in investing in Turkey.
While the advantages cover a large spectrum, the weight and significance of these
advantages vary across the invested sectors due to sectoral characteristics. For example,
in financial services the ICT infrastructure and R&D capabilities in Turkey came to
forefront together with skilled workforce. In niche sectors, participation in sectoral clusters
is highlighted more, especially from view point of SME internationalization. There are also
interesting cases in mining sector, which further created cross-sectoral spillovers in
investments. In the manufacturing sector, next to market expansion, a strong motive is to
enhance the already existing product value chains. On the overall, Turkey is perceived as
a recommended investment hub by the existing investors due to several strengths and
opportunities as indicated above.
 For Turkish businesses investing in the EU8, the motives behind investment and the
weight adhered to advantages cover a large spectrum and also vary across sectors like
the EU8 counterparts. However, the main theme is market seeking FDI in most of the
cases, followed by efficiency seeking FDI. Entry into EU8 markets usually mean for
Turkish investors increasing their market potential towards the EU market as a whole,
while acquisitions in manufacturing sector, for example, are geared to technology
transfers. Brand acquisition emerges also as a strong trend with a view to enhance market
expansion. Majority of the Turkish investors see Euro crisis as a window of opportunity for
investing in the EU8 countries, most notably, in Italy and Spain. Investments in services
sector have begun to emerge as a strong trend for the new member Croatia as well as
Greece.


The current outlook of bilateral FDI between the individual EU8 countries and
Turkey as reflected in the current investment initiatives highlight the following
sectors:
 ITALY: The sectors for inward FDI to Italy are wholesale, logistic, textile, fashion,
ceramics, tourism, food; and for outward FDI are banking, infrastructure, automotive,
energy, defence industry, renewable energies, textile, electronics, tires, and food sectors.
 SPAIN: The sectoral distribution of Spanish FDI in Turkey is, in decreasing rank, financial
services, other services, wholesale and retail, mining, energy and chemical products. The
sectoral distribution of Turkish FDI in Spain is focused on construction materials, textiles,
vehicles and automotive, electrical household appliances, transport, metals, chemicals,
services, energy, mining, food and agriculture.
 PORTUGAL: Portuguese investments and/or acquisitions in Turkey cover a variety of
sectors such as paper, construction machinery, textiles, engineering services, while
inflows from Turkey to Portugal concern the pharmaceuticals.
 IRELAND: By the year 2013, Irish firms operating in Turkey cover a wide spectrum of
sectors dominated mainly by real estate, construction and automotive. About one third of
these firms are SMEs or rather micro enterprises operating in hospitality or tourism sector.
On the other hand, there are about 10 companies operating in Ireland with Turkish capital
by the year 2012, mainly in financial services.
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 GREECE: According to the sectoral distribution of the existing Greek companies in Turkey,
a considerable number of them being in the financial services sector followed by
manufacturing, mining, construction, and business services sectors. A similar sectoral
distribution is also true for the Turkish firms investing in Greece in relation to financial and
business services with a few deviations to the rule in logistics, retail and manufacturing.
 CROATIA: Although the overall Turkish investments in Croatia have a fluctuating trend
across years, with the invested Euro 80 million in the tourism sector, Turkey rivals the top
investor Austria. There is also a relatively significant investment of Turkey in financial
services and energy sectors. The most significant investment of Croatia in Turkey is in
seed production, in other words in the agricultural sector.
 BULGARIA: The sectors where Bulgarian firms invested in Turkey include construction,
real estate, food, logistics and transport, energy distribution, agriculture, textiles, and
miscellaneous services. On the other hand, most significant Turkish investments in
Bulgaria are in construction, transport, banking, health, and manufacturing sectors.
 ROMANIA: Romania‘s FDI in Turkey covers a variety sectors such as food, transport,
construction, services, agriculture, tourism and textiles. Sectoral distribution of Turkish
FDI in Romania can be classified as follows: construction services, financial services,
health, and education, next to participation in large scale infrastructural projects.


Some of these sectors are parallel to the ones that are identified during the trade assessment
as the crisis-resilient sectors such as chemicals, textiles and road vehicles. Yet, the trade part
does not involve assessment in the services sector where there is also good capacity used so
far and still a great potential to be exploited in the coming years in terms of foreign direct
investment, particularly in Turkey, considering its large and growing market.



The energy sector is also another promising area which will further increase its importance
through the recently-announced Trans- Adriatic Pipeline.



Business people welcome the new investment scheme introduced recently in Turkey and
there are businesses among the EU8 which see opportunities for investing in different regions
of Turkey under this scheme.

6.2.2

Possible Way Ahead on FDI in Business and Policy Context

Judging on these findings and the field interviews, below are the set of recommendations
regarding Turkey's investment relations with the EU8:


Alignment of individual industrial policies with the changing global trends
regarding global value chains: The parameters for businesses and FDI determinants are
changing across the world within individual countries with the emergence and increasing
significance of GVCs. Consequently, this awareness is also leading to redefinition of industrial
policies across the world and in the European Union, changing the parameters of policy
making. Turkey as a candidate country should also change its parameters of industrial policy
making in line with these emerging trends to create win-win case between itself and the EU8.



Both EU8 and Turkey should run an efficiency audit of covering their
competitiveness, innovation, investment, trade and SME policies to emerge as
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winners in global value chain participation since business as usual does not likely to pay
lucrative dividends in the medium and long run.


Participation in GVCs is increasingly considered as a measure of competitiveness:
The bilateral FDI relations between EU8 and Turkey falls within the scope of GVC participation
and global interconnectedness be it producer or consumer driven. The complementarities
between the EU8 and Turkey needs to be exploited for creation of a win-win case in
participating GVCs.



Participation in GVCs is not sustained for an indefinite period of time but it is a
process whereby continuous adaptation is needed to keep up a country‘s or a firm‘s
position, thus it should be considered as a continuous race of competitiveness, innovation and
investment.



SME internationalization is an important issue vis-à-vis foreign direct investment
together with sectoral clusters. Both EU8 and Turkey should create policy tools to exploit
the potential of SME internationalization.



Sectoral Networks between international and local actors of the targeted sector would also
benefit SME internationalization and sectoral clusters simultaneously while increasing
bilateral volumes of FDI.



The business environment (enabling environment for FDI) should be further improved
to meet the needs of investors both in Turkey and the EU8.



In terms of investment promotion, the governments need to create efficient
enabling environment, and reduce obstacles to investments. This means also
strengthening other policies such as social policy, intellectual property, SMEs, etc. to be
synchronized with IPAs and their operational framework.



Smart specialization through smart targeting is an effective policy for investment
promotion; however, this is not enough. Networking and prioritization of networking of IPAs
and businesses in international context are to be channelled to local clusters to sustain
present and potential investments.



The IPAs and their staff should work like consultants with also incentives to be received for
their sold investments.



IPAs should have the authority to provide incentives to potential investors such as
exempting big investors from red tape in the aftermath of FDI. This is because, in terms of
doing business indicators the EU8 and Turkey form similar business approaches towards
investors and the aftercare for FDI is hardly taken into account on the policy side or is very
limited.



Aftercare in FDI should not be optional but a standard practice, thus necessary institutional
context for follow ups should be created.



Economy and Trade sections of the diplomatic representations need to be
strengthened to facilitate networks of investment as well as enhancing SME
internationalization.
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Structures like bilateral business councils of DEIK in Turkey should become best
practice norm in enhancement of bilateral investment processes.



Branding, image building efforts should be accelerated through IPAs and business
organizations to enhance awareness raising on bilateral investment possibilities between
EU8 and Turkey.
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ANNEX 1: FRAMEWORK OF THE CURRENT STUDY

Assessment of trade and investment (FDI) potential between Turkey and EU‘s crisisstruck economies, the neighbouring Member States, and Croatia
Objectives
The overall objective of this study is to assess the bilateral trade and investment (FDI – foreign
direct investment) potential between Turkey and the crisis-struck EU Member States (Portugal,
Italy, Ireland, Greece and Spain), the Member States in the immediate neighbourhood of
Turkey (Romania and Bulgaria) and Croatia, the new EU Member State to take part in the
Customs Union with Turkey as of July 2013.
The focus of the study is to explore the economic and business level relations between the EU
member states and Turkey in the ongoing Pre-Accession process. It will address both policy level
and the business level with reference to the EU member states listed above within the overall EU
context.
More specifically, this study will be an analytical and data driven assessment of the following:
 Mapping of existing bilateral trade and FDI (inward and outward) volume as well as the
future potential between Turkey and Portugal, Italy, Ireland, Greece and Spain, Romania
and Bulgaria, and Croatia through data and interviews;
 Focusing on both countries and the sectors, the study will provide an assessment of
sectoral distribution of bilateral trade and FDI relations and projections on future potential;
 Although the main focus of the study is the 8 EU member states, the study also aims to
take a comparative approach thus involves all the EU member states in terms of scope
regarding both trade and investment (FDI) relations;
 Identifying sectors of good performance where current and future relations would offer
further opportunities, particularly in medium to high technology industrial products and
services;
 Identifying existing and potential value chains between Turkey and the EU member states
in trade and investment (FDI); selection of leading sectors or sectoral value chains that can
act as catalysts for strengthened economic relations bilaterally;
 Examining the best practices and business success stories from companies, sectors in FDI;
 Mapping the existing bilateral institutional structures between the business circles in
Turkey and in selected countries (such as the business councils of Turkey‘s Foreign
Economic Relations Board - DEIK, Foreign Investors Association - YASED, and/or the
investment promotion agencies in respective countries); commenting on the effectiveness
of such structures for business facilitation and market integration between the sides and
bring forth recommendations.
 Identifying the possible way ahead in trade and investment (FDI) relations between the EU
member states and Turkey.
Further background information on the targeted assessment
Turkey is in Customs Union with the EU since 1 January 1996. Turkey, holding a Customs Union
with the EU, is the 6th major trading partner of the EU in the world. It is the 7th largest exportser
to the EU and the 5th largest importer from the EU. Turkey is by now well integrated into
European supply chains. The Customs Union made a major contribution to this economic
integration in several sectors such as manufacturing including food and automotive industries,
retail trade, aviation, telecommunications and energy. The trade volume between Turkey and EU
was EUR 120 billion in 2011 and EUR 113 billion in 2012.
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Next to Customs Union, with the start of the EU accession negotiations in 2005, Turkey
experienced a considerable flow in its foreign direct investments (FDI) between 2006 and 2008
with a peak reached in 2007 with USD 22 billion, although this was followed by a negative trend
in the following years due to worsening global economic conditions. A strong recovery in FDI was
achieved in 2011 with USD 16 billion, to be followed again by another downturn with FDI inflows
remaining at USD 12 billion in 2012. Throughout this period, the EU remained a strong
investment partner of Turkey. In 2007, FDI inflows from the EU accounted for 66% of all FDI and
despite the economic crisis this ratio did not show on average a decreasing trend and remained
at % 71.3 in 2012. By the end of 2012, foreign capital established in Turkey reached 32,604
companies with and more than half of these companies were with EU capital. Germany has been
the lead investor country followed by U.K and the Netherlands. Mergers and acquisitions also
have an important role in Turkey‘s FDI inflows. In 2007, the total value of mergers and
acquisitions was USD 16.4 billion, and in 2011 USD 7.34 billion. According to the World
Investment Report 2012, Turkey is the most attractive country in West Asia in terms of number
and volume of mergers and acquisitions that are also largely led by EU companies. Turkey‘s
economic liberalisation and opening to global economy coupled with increasing growth and
competitiveness also brought forward a trend of rising FDI outflows with Turkish entrepreneurs
venturing in other countries. The FDI outflows reached USD 4.3 billion in 2012 from a low level of
USD 924 million in 2006. Turkey‘s FDI outward stock was USD 24 billion in 2011 climbing steadily
from a level of 1 billion in 1990. The share of EU countries in Turkey‘s outward FDI is 80%, with
Netherlands (USD 2.7 bn), UK (USD 84 mio), Germany (USD 61mio) and Austria (USD 53 mio)
being the top recipients. Croatia, the future Member State of the EU, received USD 103 million
FDI from Turkey last year and by this, it surpassed the UK. According to a recent survey on
Turkish multinationals investing abroad, the top 19 Turkish multinationals had 396 affiliates
abroad in 2009 and these affiliates were largely concentrated (%70) in Europe. Hence, Turkish
FDI is largely attracted to the west of the country, to Europe.
The economic crisis in the EU in the recent years negatively affected foreign direct investments
and trade performance of Turkey as well. Since the FDI inflows deteriorated, Turkey had to
diversify its trade markets to third countries due to contraction of EU domestic demand. On the
other hand, the economic crisis affected several European countries such as Spain, Italy,
Portugal, Ireland and Greece leading to financial instability and negative growth rates
accompanied with structural problems affecting productivity and competitiveness. The 5 crisisstruck economies are mostly categorised as moderate innovators by the EU Innovation
Scoreboard, with Italy performing better than others, whereas Turkey appears as a modest
innovator together with its regional neighbours Romania and Bulgaria. The share of high
technology products in the exports of these five countries is also considerably higher than that of
Turkey. This is also true for Romania, Bulgaria and Croatia. The economic crisis can bring forward
opportunities for foreign investors in terms of price advantages, on the assumption that the
economy will recover. In addition, diversification of exports and import markets and increasing
the connectivity of companies with different international clients and suppliers is an effective tool
to avert risks created in crisis-prone domestic markets. In particular, crisis-struck EU countries
such as Spain, Italy Portugal, Ireland and Greece can benefit from better trade and investment
relations with Turkey which has higher growth prospects, a widening domestic market and a solid
financial infrastructure. Greece, Bulgaria and Romania are in the immediate neighbourhood of
Turkey and there are clear logistical advantages for enhanced trade and investment relations
between the parties with positive spill-over effects for the region. Romania is already a popular
destination for Turkish investments. Briefly, for both crisis-struck and neighbouring Member
States, there could be a case for increased economic benefits/potential primarily based on the
opportunities offered on the path to recovery after economic slowdown and on the gains of
economic integration due to geographical proximity. Croatia, on the other hand, as the new
member state of the EU will be a part of the Customs Union with Turkey for the first time. Croatia
received an important amount of FDI from Turkey last year and was the second biggest recipient
of Turkish FDI abroad. Turkish investments in Croatia are concentrated in ports, tourism and
highways. An approach concentrated around value chains can also help these European countries
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to reach Turkey‘s new exports markets in the Middle East and Africa via trade and investment
partnerships with Turkish companies. The below table for the year 2012 provides information on
the current trade volume of Turkey, its FDI inflows and outflows with the crisis-struck economies
of the EU (Portugal, Italy, Ireland, Greece and Spain), with Member States in its immediate
neighbourhood (Bulgaria and Romania) and Croatia.
Turkey
2012

Portugal
Italy
Ireland
Greece
Spain
Bulgaria
Romania
Croatia
TOTAL
Turkey
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Trade
volume
(USD,
mio)

1,085
19,720
1,193
4,942
9,744
4,436
5,733
410
389,097

Share
in TR‘s
total
trade
(%)

0.3
5.1
0.3
1.3
2.5
1.1
1.5
0.1

FDI
inflows
to TR
(USD,
mio)

0
178
22
49
163
0
0
0
12,387

Share
in total
inflows
to TR
(%)

0
1.4
0.1
0.3
1.3
0
0
0

FDI
outflows
from TR
(USD,
mio)

0
23
0
21
15
7
32
103
4,300

Share in
total
outflows
from TR
(%)

No.
of
companies
established
in Turkey
with
foreign
capital

0
0.5
0
0.4
0.3
0.1
0.7
2.3

42
1000
294
533
465
420
152
19
32,604

Share in
total no.
of
compani
es with
foreign
capital
(%)
0.1
3
0.9
1.6
1.4
1.2
0.4
0.05

Source: Central Bank of Turkey and Ministry of Economy
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ANNEX 2: TRADE RELATED ANNEXES
2.1. METHODOLOGICAL NOTE ON TRADE
A – Trade volume analysis: This method is simply a mapping of bilateral trade to identify the
leading sectors (among 10) and subsectors (among 70). A matrix table is drawn for the 10
sectors with the values for 2001, 2007 and 2012. Top 20 figures are used for ranking the subsectors computed as annual average for the two periods 2001-2007 and 2007-2012. The analysis
uses the global EU8 data as a benchmark for single country performances.
B – Crisis analysis: This method consists in comparing the trade performances during the crisis
(2007-2012) with that of the take-off (2001-2007). If exports flows of 2001-2007 are not affected
by the crisis or even keep growing, it can be concluded that this performance is based on high
competitiveness or on cooperation in production like FDI, joint ventures or other forms.
C – The revealed comparative advantages (RCA): RCA is the most used indicator of
international specialisation. This is the famous indicator of G. Lafay from CEPII Institute, Paris,
called also LFI. The choice of the right indicator depends on many circumstances. In the current
context of increasing intra-industry trade, a careful assessment of international comparative
advantages requires to take into consideration not only exports but also imports. In fact, the
process of International fragmentation of production i.e. the mechanism by which foreign firms
(especially from the EU) delocalise into acceding countries part of their production, both through
the establishment of affiliates and subsidiaries and by outsourcing agreements with local firms,
generates trade flows of parts, semi-finished and intermediate goods between foreign and
acceding countries firms. Thus, the distortion introduced in the analysis depends on the level of
data disaggregation; for fairly aggregated groups of products the size of intra-industry trade
flows becomes quickly significant and any evaluation of the trade performance based only on
exports turns out to be a poor indicator. The Lafay indicator by taking into account imports allows
controlling for intra-industry trade and re-exports flows. Moreover, unlike other well-known
indices it also controls for distortions induced by macroeconomic fluctuations. Since comparative
advantages are structural, by definition, it is crucial to eliminate the influence of cyclical factors,
which can affect the magnitude of trade flows in the short run. The Lafay index takes into
account these effects by considering the difference between each item‘s normalised trade balance
and the overall normalised trade balance. Finally, the Lafay index weights each product‘s
contribution according to the respective importance in trade. Positive values of the Lafay index
indicate the existence of comparative advantages in a given item; the larger the value the higher
the degree of specialisation. On the contrary, negative values points to de-specialisation. This
indicator will help identify the most promising product/country trade patterns.
D – The EU Innovation Scoreboard: the ―EU Innovation Scoreboard‖ 2013 is used for
comparing the technological performances of Turkey and EU8 countries. It gives a comparative
assessment of the innovation performance of the EU27 Member States and the relative strengths
and weaknesses of their research and innovation systems. It monitors innovation trends across
the EU28 Member States, as well as Iceland, the Former Yugoslav Republic of Macedonia,
Norway, Serbia, Switzerland and Turkey. The measurement framework used in the Innovation
Union Scoreboard distinguishes between 3 main types of indicators and 8 innovation dimensions,
capturing in total 25 different indicators. The Enablers capture the main drivers of innovation
performance external to the firm and cover 3 innovation dimensions: Human resources, Open,
excellent and attractive research systems as well as Finance and support. Firm activities capture
the innovation efforts at the level of the firm, grouped in 3 innovation dimensions: Firm
investments, Linkages & entrepreneurship and Intellectual assets. Outputs cover the effects of
firms‘ innovation activities in 2 innovation dimensions: Innovators and Economic effects.
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Average performance is measured using a composite indicator building on data for 24 indicators
ranging from a lowest possible performance of 0 to a maximum possible performance of 1.
Average performance reflects performance in 2010/2011 due to a lag in data availability. The
performance of Innovation leaders is 20% or more above that of the EU27; of Innovation
followers it is less than 20% above but more than 10% below that of the EU27; of Moderate
innovators it is less than 10% below but more than 50% below that of the EU27; and for Modest
innovators it is below 50% that of the EU27. Turkey (TR), Bulgaria (BG) and Romania (RO) are
ranked a ―modest innovators‖; Croatia (HR), Greece (EL), Portugal (PT), Spain (ES) and Italy (IT)
belong to ―moderate innovators‖ and Ireland (IE) to ―innovation followers.
European Countries‘ Innovation Performance 2010-2011
Source: EU Innovation Scoreboard 2013
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2.2 SITC REV2 NOMENCLATURES
0
00
01
02

04

Cereals and cereal preparations

65

05
06
07

66
67
68
69

Manufactures of metals, nes

09
1
11
12

Vegetables and fruit
Sugar, sugar preparations and honey
Coffee, tea, cocoa, spices, and manufactures thereof
Feeding stuff for animals (not including unmilled
cereals)
Miscellaneous edible products and preparations
Beverages and tobacco
Beverages
Tobacco and tobacco manufactures

Manufactured goods classified chiefly by materials
Leather, leather manufactures, nes, and dressed furskins
Rubber manufactures, nes
Cork and wood, cork manufactures
Paper, paperboard, and articles of pulp, of paper or of
paperboard
Textile yarn, fabrics, made-up articles, nes, and related
products
Non-metallic mineral manufactures, nes
Iron and steel
Non-ferrous metals

7
71
72
73

2

Crude materials, inedible, except fuels

74

21
22

Hides, skins and furskins, raw
Oil seeds and oleaginous fruit

75
76

23

Crude rubber (including synthetic and reclaimed)

77

24
25

78
79
8

Miscellaneous manufactured articles

27
28
29
32
3
33
34
35

Cork and wood
Pulp and waste paper
Textile fibres (not wool tops) and their wastes (not in
yarn)
Crude fertilizer and crude minerals
Metalliferous ores and metal scrap
Crude animal and vegetable materials, nes
Coal, coke and briquettes
Mineral fuels, lubricants and related materials
Petroleum, petroleum products and related materials
Gas, natural and manufactured
Electric current

Machinery and transport equipment
Power generating machinery and equipment
Machinery specialized for particular industries
Metalworking machinery
General industrial machinery and equipment, nes, and parts
of, nes
Office machines and automatic data processing equipment
Telecommunications, sound recording,reproducing equipment
Electric machinery, apparatus and appliances, nes, and parts,
nes
Road vehicles
Other transport equipment

81
82
83
84
85
87
88
89

4

Animal and vegetable oils, fats and waxes

9

41

Animal oils and fats

91

42

Fixed vegetable oils and fats

93

Sanitary, plumbing, heating, lighting fixtures and fittings, nes
Furniture and parts thereof
Travel goods, handbags and similar containers
Articles of apparel and clothing accessories
Footwear
Professional, scientific, controlling instruments, apparatus, nes
Photographic equipment and supplies, optical goods; watches,
Miscellaneous manufactured articles, nes
Commodities and transactions not classified elsewhere in the
SITC
Postal packages not classified according to kind
Special transactions, commodity not classified according to
class

43

Animal and vegetable oils and fats, processed, and
94
waxes

5

Chemicals and related products, nes

51
52
53
54

Organic chemicals
96
Inorganic chemicals
97
Dyeing, tanning and colouring materials
Medicinal and pharmaceutical products
Oils and perfume materials; toilet and cleansing
preparations
Fertilizers, manufactured
Explosives and pyrotechnic products
Artificial resins and plastic materials, and cellulose
esters etc
Chemical materials and products, nes

03

08

26

55
56
57
58
59

Food and live animals chiefly for food
6
Live animals chiefly for food
61
Meat and preparations
62
Dairy products and birds' eggs
63
Fish, crustacean and molluscs, and preparations
64
thereof

95

Animals, live, nes, (including zoo animals, pets, insects, etc)
Armoured fighting vehicles, war firearms, ammunition, parts,
nes
Coin (other than gold coin), not being legal tender
Gold, non-monetary (excluding gold ores and concentrates)
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2.3 EXPORTS AND IMPORTS OF TURKEY WITH THE EU8 2001, 2007 AND 2012, USD MILLION

Exports of Turkey to EU8 countries - 2001, 2007 and 2012, USD Million
Sector

Date

Bulgaria

Croatia

0

2001

17

6

0

2007

92

24

0

2012

130

18

1

2001

0

0

1

2007

1

1

2012

6

2

2001

19

2

2007

2

Greece

Ireland

Italy

Portugal

Romania

Spain

Total EU8

46

6

188

8

59

50

380

133

14

605

6

193

118

1 185

77

14

569

4

145

124

1 081

3

0

12

4

5

7

32

10

0

3

8

18

7

48

0

2

0

0

5

21

4

38

0

16

1

57

5

8

51

157

103

1

54

2

164

9

48

144

525

2012

73

3

28

6

151

6

31

96

395

3

2001

1

2

0

155

3

1

21

182

3

2007

98

62

300

1

459

9

69

78

1 076

3

2012

6

2

155

9

180

3

46

101

502

4

2001

1

0

27

97

4

2007

1

1

6

42

4

2012

2

6

17

5
5

4

65

0

3

30

0

0

4

5

2001

29

2

16

3

67

7

42

62

229

2007

122

9

81

16

187

16

194

150

776

5

2012

159

16

134

19

299

49

226

169

1 071

6

2001

118

8

284

42

940

159

144

364

2 058

6

2007

939

98

804

199

1 817

318

1 467

1 288

6 930

6

2012

741

57

397

77

1 758

199

938

600

4 766

7

2001

69

11

57

71

619

88

90

228

1 233

7

2007

461

122

492

292

3 191

161

1 232

1 724

7 676

7

2012

327

67

192

152

2 335

141

734

1 050

4 998

8

2001

44

3

48

24

192

9

38

120

478

8

2007

227

39

381

113

934

21

417

1 024

3 155

8

2012

211

37

174

70

949

22

352

1 501

3 315

9

2001

1

0

1

0

48

3

6

21

79

9

2007

16

0

5

0

89

4

3

41

159

0

9

2012

29

0

243

1

129

12

3

71

490

TOT

2001

299

30

476

147

2 342

286

392

950

4 924

TOT

2007

2 060

356

2 263

637

7 480

551

3 644

4 580

21 571

TOT

2012

1 682

201

1 406

348

6 376

441

2 497

3 721

16 672

Source: UN Comtrade
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Imports of Turkey from EU8 countries - 2001, 2007 and 2012, USD million
Sector

Date

Bulgaria

Croatia

Greece

Ireland

Italy

Portugal

Romania

Spain

Total EU8

0

2001

4

5

3

23

19

0

4

18

76

0

2007

38

3

33

72

120

8

39

52

364

0

2012

87

1

60

38

131

12

54

221

604

1

2001

0

2

0

2

0

2

6

1

2007

0

2

0

7

0

0

3

12

1

2012

0

0

3

21

1

10

6

41

2

2001

33

1

120

16

66

11

79

69

395

2

2007

244

2

161

18

181

14

635

152

1407

2

2012

525

107

318

13

220

26

867

322

2 398

3

2001

163

0

52

0

76

2

65

19

377

3

2007

179

4

308

0

447

10

447

75

1 470

3

2012

922

0

2 534

0

2 769

85

105

241

6 656

4

2001

2

2

1

5

6

21

36

4

2007

6

2

0

5

0

13

9

35

4

2012

1

2

0

3

3

1

10

5

2001

81

5

32

226

491

13

121

267

1 237

5

2007

235

40

171

491

1425

128

457

902

3 849

5

2012

211

35

242

501

1 588

155

390

1 146

4 269

6

2001

88

1

35

11

791

19

154

227

1 326

6

2007

1 103

8

177

28

2 232

70

1 130

807

5 554

6

2012

715

8

232

9

2 229

123

843

1 511

5 669

7

2001

10

2

9

72

1 681

12

28

378

2 190

7

2007

79

16

64

163

4 309

131

348

2 164

7 275

7

2012

195

45

84

132

5 117

189

792

2 196

8 749

8

2001

8

4

11

30

341

6

3

52

454

8

2007

46

4

33

90

1 216

43

43

173

1 649

8

2012

70

13

29

151

1 183

54

83

229

1 811

9

2001

3

16

0

23

13

55

9

2007

21

0

0

0

26

2

2

6

57

9

2012

27

0

39

0

85

0

90

149

391

TOT
TOT
TOT

2001
2007
2012

394
1 952
2 754

17
77
210

266
950
3 540

378
862
845

3 484
9 968
13 344

68
407
644

481
3 113
3 236

1 066
4 343
6 023

6 154
21 672
30 597

Source: UN Comtrade
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2.4. REVEALED COMPARATIVE ADVANTAGES (RCAS) OF EU8 AND TURKEY
The Revealed Comparative Advantages (RCAs) of the individual EU8 is presented as below:

65

Turkish top 5 comparative advantages
with Bulgaria 2001-2007
Textile yarn, fabrics, made-up articles, nes, and related products

0,108

77

Electric machinery, apparatus and appliances, nes, and parts, nes

0,056

78

Road vehicles

0,052

69

Manufactures of metals, nes

0,037

84

Articles of apparel and clothing accessories

0,033

RCA

68

Bulgarian top 5 comparative advantages
with Turkey 2001-2007
Non-ferrous metals

-0,091

35

Electric current

-0,047

RCA

22

Oil seeds and oleaginous fruit

-0,027

52

Inorganic chemicals

-0,025

33

Petroleum, petroleum products and related materials

-0,020

65

Turkish top 5 comparative advantages
with Bulgaria 2007-2012
Textile yarn, fabrics, made-up articles, nes, and related products

0,087

05

Vegetables and fruit

0,054

78

Road vehicles

0,038

69

Manufactures of metals, nes

0,033

77

Electric machinery, apparatus and appliances, nes, and parts, nes

0,030

RCA

68

Bulgarian top 5 comparative advantages
with Turkey 2007-2012
Non-ferrous metals

-0,083

33

Petroleum, petroleum products and related materials

-0,067

22

Oil seeds and oleaginous fruit

-0,036

52

Inorganic chemicals

-0,018

35

Electric current

-0,018

RCA

Commodity profiles of the two periods remain similar for Bulgarian RCA; for Turkish RCA, vegetables and fruit replaced
clothing in the second period. With the top 5 RCA indices, the gap between the two countries is confirmed in both
periods, showing that Turkey exports more added-value products. The calculation on the basis of the top20 RCA gives
following figures (table below). In this table it is possible to see that Turkey sells comparable quantities of basic and
value-added goods (0.208 vs 0.254 in 2001-2007; 0.191 vs 0.247 in 2007-2012) and buys mainly basic goods from
Bulgaria (- 0.266 vs -0.005 and -0.280 vs -0.009).

Top 20 Aggregated RCA of Turkey with Bulgaria
2001-2007
Basic goods
Value-added goods

Exports
0,208
0,254

2007-2012
Import
-0,266
-0,005

Exports
0,247
0,191

Turkish top 5 comparative advantages
with Croatia 2001-2007

152

Import
-0,280
-0,009

RCA

78

Road vehicles

0,020

33

Petroleum, petroleum products and related materials

0,016

67

Iron and steel

0,011

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,008
152

84

Articles of apparel and clothing accessories

0,008

56

Croatian top 5 comparative advantages
with Turkey 2001-2007:
Fertilizers, manufactured

-0,008

79

Other transport equipment

-0,003

34

Gas, natural and manufactured

-0,001

51

Organic chemicals

-0,001

58

Artificial resins and plastic materials, and cellulose esters etc.

-0,001

RCA

Turkish top 5 comparative advantages
with Croatia 2007-2012

RCA

78

Road vehicles

0,016

67

Iron and steel

0,014

77

Electric machinery, apparatus and appliances, nes, and parts, nes

0,008

33

Petroleum, petroleum products and related materials

0,006

84

Articles of apparel and clothing accessories

0,006

28

Croatian top 5 comparative advantages
with Turkey 2007-2012:
Metalliferous ores and metal scrap

-0,015

56

Fertilizers, manufactured

-0,008

71

Power generating machinery and equipment

-0,002

87

Professional, scientific, controlling instruments, apparatus, nes

-0,001

53

Dyeing, tanning and coloring materials

-0,001

RCA

The commodity profiles of Top5 RCA of Turkey show a slight improvement in second period with the replacement of
textile yarn by electric machinery. The improvement is also for Croatia with four value-added products instead of three,
possibly due to pre-accession FDI. With the top5 RCA indices, the technological proximity between the two countries is
confirmed in both periods. The calculation on the basis of the top20 RCA gives following figures, where the
improvements of Croatia profile are less visible because of the weighting of the flows. The entry of Croatia within the
Customs Union will help improve the aggregated RCA structure for Turkey.

Top20 Aggregated RCA of Turkey with Croatia
2001-2007
Basic goods
Value-added goods

Exports
0,048

-0,004

0,039

2007-2012
Import
-0,016

0,051

-0,013

0,046

-0,011

Import

Exports

Turkish top 5 comparative advantages
with Greece 2001-2007

RCA

67

Iron and steel

0,130

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,101

78

Road vehicles

0,080

84

Articles of apparel and clothing accessories

0,063

05

Vegetables and fruit

0,040

26

Greek top 5 comparative advantages
with Turkey 2001-2007
Textile fibres (not wool tops) and their wastes (not in yarn)

-0,068

58

Artificial resins and plastic materials, and cellulose esters etc.

-0,028

33

Petroleum, petroleum products and related materials

-0,017

21

Hides, skins and furskins, raw

-0,007

RCA

153
153

68

Non-ferrous metals

-0,003

65

Turkish top 5 comparative advantages
with Greece 2007-2012
Textile yarn, fabrics, made-up articles, nes, and related products

0,068

67

Iron and steel

0,059

78

Road vehicles

0,053

84

Articles of apparel and clothing accessories

0,051

77

Electric machinery, apparatus and appliances, nes, and parts, nes

0,034

RCA

33

Greek top 5 comparative advantages
with Turkey 2007-2012
Petroleum, petroleum products and related materials

-0,181

26

Textile fibres (not wool tops) and their wastes (not in yarn)

-0,046

58

Artificial resins and plastic materials, and cellulose esters etc.

-0,017

21

Hides, skins and furskins, raw

-0,006

97

Gold, non-monetary (excluding gold ores and concentrates)

-0,005

RCA

The RCA provide a more precise image, with increasing specialisation of Greece towards oil and fibres, two raw
materials necessary for the Turkish economy. In turn, Turkey is implementing its standard exports profile, where
electric machinery (household-types) replaced vegetables. The calculation on the basis of the top20 RCA gives
following figures: VA profiles of Turkish exports are balanced, reflecting the similar technological scoring of the two
partners. From import side, the VA profile is not as good as it could be, what creates a good potential for improvement
in the future.

Top20 Aggregated RCA of Turkey with Greece
2001-2007

2007-2012

Basic goods

Exports
0,370

Import
-0,101

Exports
0,269

Import
-0,249

Value-added goods

0,302

-0,029

0,211

-0,021

Turkish top 5 comparative advantages
with Ireland 2001-2007
78

Road vehicles

0,066

84

Articles of apparel and clothing accessories

0,046

67

Iron and steel

0,044

77

Electric machinery, apparatus and appliances, nes, and parts, nes

0,023

97

Gold, non-monetary (excluding gold ores and concentrates)

0,015

Irish top 5 comparative advantages
with 2001-2007:

RCA

51

Organic chemicals

-0,065

54

Medicinal and pharmaceutical products

-0,058

75

Office machines and automatic data processing equipment

-0,054

09

Miscellaneous edible products and preparations

-0,027

55

Oils and perfume materials; toilet and cleansing preparations

-0,026

Turkish top 5 comparative advantages
with Ireland 2007-2012

154

RCA

RCA

78

Road vehicles

0,029

84

Articles of apparel and clothing accessories

0,026

67

Iron and steel

0,019

77

Electric machinery, apparatus and appliances, nes, and parts, nes

0,017
154

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,009

54

Irish top 5 comparative advantages
with Turkey 2007-2012
Medicinal and pharmaceutical products

-0,065

55

Oils and perfume materials; toilet and cleansing preparations

-0,030

59

Chemical materials and products, nes

-0,021

75

Office machines and automatic data processing equipment

-0,020

51

Organic chemicals

-0,020

RCA

The RCA confirms the commodity images given by trade volumes, and reveals a typical process of mutual
specialisation. Ireland specialised in high value added chemical products and computers, and Turkey in its standard
exports goods: vehicles, textile yarn and clothing accessories, iron and steel and electric machinery. The calculation on
the basis of the top20 RCA gives following figures. The gap between the two countries is broadening: Turkey‘s trade
pattern shows less exports of value-added goods and more imports in 2007-2012.

Top20 Aggregated RCA of Turkey with Ireland
2001-2007

2007-2012

Basic goods

Exports
0,090

Import
-0,103

Exports
0,050

Import
-0,030

Value-added goods

0,170

-0,173

0,098

-0,160

Turkish top 5 comparative advantages
with Italy 2001-2007

RCA

78

Road vehicles

0,611

05

Vegetables and fruit

0,271

84

Articles of apparel and clothing accessories

0,247

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,118

33

Petroleum, petroleum products and related materials

0,114

72

Italian top 5 comparative advantages
with Turkey 2001-2007
Machinery specialized for particular industries

-0,371

74

General industrial machinery and equipment, nes, and parts of, nes

-0,283

54

Medicinal and pharmaceutical products

-0,104

58

Artificial resins and plastic materials, and cellulose esters etc.

-0,100

71

Power generating machinery and equipment

-0,098

Turkish top 5 comparative advantages
with Italy 2007-2012

RCA

RCA

78

Road vehicles

0,529

84

Articles of apparel and clothing accessories

0,228

05

Vegetables and fruit

0,180

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,126

68

Non-ferrous metals

0,060

74

Italian top 5 comparative advantages
with Turkey 2007-2012
General industrial machinery and equipment, nes, and parts of, nes

72

Machinery specialized for particular industries

-0,207

33

Petroleum, petroleum products and related materials

-0,194

58

Artificial resins and plastic materials, and cellulose esters etc.

-0,086

71

Power generating machinery and equipment

-0,083

RCA
-0,245

155
155

The commodity RCAs remain stable and low value-added for Turkey, when the Italian ones are high despite a small
decrease linked to gasoline. The levels of RCA are higher for Turkey, indicating one-side specialisation. The Italian RCA
is lower, indicating vertical segmentation, and referring to sub-sectors with high value-added and high technology. The
calculation on the basis of the top20 RCA gives following figures, with slightly improving profile for Turkey and slightly
worsening profile for Italy. However the gap remains high between technological profiles, making this trade very
beneficial for both partners.

Top 20 Aggregated RCA of Turkey with Italy
2001-2007

2007-2012

Basic goods

Exports
0,920

Import
-0,200

Exports
0,506

Import
-0,301

Value-added goods

0,962

-1,341

0,872

-0,995

The commodity profiles of Turkish RCA worsened slightly, as the Portuguese ones did which opens spaces for potential
of improvement in bilateral trade. When considering the value-added profiles of the Top20 RCA, the same picture
appears, with a profile of Turkish and Portuguese exports dominated by basic goods. However the situation is slightly
improving in second period.
Turkish top 5 comparative advantages
with Portugal 2001-2007

156

RCA

67

Iron and steel

0,082

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,047

78

Road vehicles

0,030

66

Non-metallic mineral manufactures, nes

0,020

76

Telecommunications, sound recording and reproducing equipment

0,019

58

Portuguese top 5 comparative advantages
with Turkey 2001-2007
Artificial resins and plastic materials, and cellulose esters etc.

-0,013

64

Paper, paperboard, and articles of pulp, of paper or of paperboard

-0,010

51

Organic chemicals

-0,006

74

General industrial machinery and equipment, nes, and parts of, nes

-0,005

59

Chemical materials and products, nes

-0,003

RCA

65

Turkish top 5 comparative advantages
with Portugal 2007-2012
Textile yarn, fabrics, made-up articles, nes, and related products

0,033

78

Road vehicles

0,030

67

Iron and steel

0,030

77

Electric machinery, apparatus and appliances, nes, and parts, nes

0,006

66

Non-metallic mineral manufactures, nes

0,004

RCA

RCA

58

Portuguese top 5 comparative advantages
with Turkey 2007-2012
Artificial resins and plastic materials, and cellulose esters etc.

64

Paper, paperboard, and articles of pulp, of paper or of paperboard

-0,008

76

Telecommunications, sound recording and reproducing equipment

-0,007

33

Petroleum, petroleum products and related materials

-0,006

25

Pulp and waste paper

-0,005

-0,014

156

Top 20 Aggregated RCA of Turkey with Portugal
2001-2007
Exports
Basic goods
Value-added goods

2007-2012
Import

Exports

Import

0,162

-0,035

0,075

-0,031

0,068

-0,020

0,046

-0,029

The commodity RCA of Turkey improved, with not one but two equipment. On the other side, the Romanian profiles
did not change. When considering the value-added profiles, the Turkey exports more VA goods in the two periods
when the Romanian exports are mainly basic goods.

Turkish top 5 comparative advantages
with Romania 2001-2007

RCA

78

Road vehicles

0,182

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,181

05

Vegetables and fruit

0,057

69

Manufactures of metals, nes

0,055

89

Miscellaneous manufactured articles, nes

0,050

Romanian top 5 comparative advantages
with Turkey 2001-2007

RCA
0,124
0,124
0,088
0,042
0,036

28

Metalliferous ores and metal scrap

67

Iron and steel

33

Petroleum, petroleum products and related materials

56

Fertilizers, manufactured

51

Organic chemicals

65

Turkish top 5 comparative advantages
with Romania 2007-2012
Textile yarn, fabrics, made-up articles, nes, and related products

0,127

78

Road vehicles

0,100

69

Manufactures of metals, nes

0,057

05

Vegetables and fruit

0,052

71

Power generating machinery and equipment

0,050

RCA

28

Romanian top 5 comparative advantages
with Turkey 2007-2012
Metalliferous ores and metal scrap

-0,170

33

Petroleum, petroleum products and related materials

-0,041

56

Fertilizers, manufactured

-0,027

22

Oil seeds and oleaginous fruit

-0,017

51

Organic chemicals

-0,015

RCA

Top 20 Aggregated RCA of Turkey with Romania
2001-2007

2007-2012

Basic goods

Exports
0,348

Import
-0,428

Exports
0,301

Import
-0,292

Value-added goods

0,451

-0,074

0,355

-0,039
157

157

The commodity RCA of Turkey improved with a second equipment item, as did Spain with pharmaceuticals. As for the
value-added content of the aggregated top 20 RCA, Spain exports more VA products in the two periods, when Turkey
improved its profile with more VA RCA in the second period.

Turkish top 5 comparative advantages
with Spain 2001-2007

RCA

67

Iron and steel

0,183

76

Telecommunications, sound recording and reproducing equipment

0,138

84

Articles of apparel and clothing accessories

0,110

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,102

66

Non-metallic mineral manufactures, nes

0,059

71

Spanish top 5 comparative advantages
with Turkey 2001-2007
Power generating machinery and equipment

-0,078

58

Artificial resins and plastic materials, and cellulose esters etc.

-0,074

51

Organic chemicals

-0,053

74

General industrial machinery and equipment, nes, and parts of, nes

-0,038

21

Hides, skins and furskins, raw

-0,033

RCA

84

Turkish top 5 comparative advantages
with Spain 2007-2012
Articles of apparel and clothing accessories

0,154

76

Telecommunications, sound recording and reproducing equipment

0,068

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,061

77

Electric machinery, apparatus and appliances, nes, and parts, nes

0,037

05

Vegetables and fruit

0,023

RCA

58

Spanish top 5 comparative advantages
with Turkey 2007-2012
Artificial resins and plastic materials, and cellulose esters etc.

-0,075

71

Power generating machinery and equipment

-0,067

74

General industrial machinery and equipment, nes, and parts of, nes

-0,038

68

Non-ferrous metals

-0,036

54

Medicinal and pharmaceutical products

-0,035

RCA

Top 20 Aggregated RCA of Turkey with Spain
2001-2007
Basic goods
Value-added
goods

158

2007-2012

Exports
0,526

Import
-0,177

Exports
0,187

Import
-0,151

0,334

-0,311

0,277

-0,293

158

2.5. REVEALED TOP 20 COMPARATIVE ADVANTAGES FOR INDIVIDUAL EU8 COUNTRIES AND
TURKEY
Bulgaria - Turkey
Bulgarian top 20 comparative advantages
with Turkey 2001-2007

RCA

68

Non-ferrous metals

-0,091

22

Oil seeds and oleaginous fruit

-0,027

35
52
33
51
67
24
21
25
08
56
63
26
42
79
97
23
32
29

Electric current

Inorganic chemicals

Petroleum, petroleum products and related materials
Organic chemicals
Iron and steel
Cork and wood

Hides, skins and furskins, raw

Pulp and waste paper
Feeding stuff for animals (not including unmilled cereals)
Fertilizers, manufactured

Cork and wood, cork manufactures
Textile fibres (not wool tops) and their wastes (not in yarn)
Fixed vegetable oils and fats
Other transport equipment
Gold, non-monetary (excluding gold ores and concentrates)
Crude rubber (including synthetic and reclaimed)
Coal, coke and briquettes

Crude animal and vegetable materials, nes

Bulgarian top 20 comparative advantages
with Turkey 2007-2012

-0,047
-0,025
-0,020
-0,018
-0,012
-0,005
-0,005
-0,004
-0,003
-0,003
-0,003
-0,002
-0,002
-0,002
-0,001
-0,001
0,000
0,000
RCA

68

Non-ferrous metals

-0,083

22

Oil seeds and oleaginous fruit

-0,036

33
52
35
28
24
63
51
04
00
75
08
25

Petroleum, petroleum products and related materials
Inorganic chemicals
Electric current

Metalliferous ores and metal scrap
Cork and wood

Cork and wood, cork manufactures
Organic chemicals

Cereals and cereal preparations
Live animals chiefly for food

Office machines and automatic data processing equipment
Feeding stuff for animals (not including unmilled cereals)
Pulp and waste paper

21

Hides, skins and furskins, raw

56

Fertilizers, manufactured

97
59
42
79

Gold, non-monetary (excluding gold ores and concentrates)
Chemical materials and products, nes
Fixed vegetable oils and fats
Other transport equipment

Turkish top 20 comparative advantages
with Bulgaria 2001-2007

-0,067
-0,018
-0,018
-0,014
-0,008
-0,007
-0,007
-0,005
-0,004
-0,004
-0,004
-0,003
-0,003
-0,002
-0,002
-0,002
-0,001
-0,001

RCA

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,108

78

Road vehicles

0,052

77
69

Electric machinery, apparatus and appliances, nes, and parts, nes
Manufactures of metals, nes

0,056
0,037

159

159

84

Articles of apparel and clothing accessories

0,033

64

Paper, paperboard, and articles of pulp, of paper or of paperboard

0,020

89
74
72
05
55
76
81
62
28
66
85
82
53
61

Miscellaneous manufactured articles, nes

General industrial machinery and equipment, and parts of, nes
Machinery specialized for particular industries
Vegetables and fruit

Oils and perfume materials; toilet and cleansing preparations

Telecommunications, sound recording and reproducing equipment
Sanitary, plumbing, heating, lighting fixtures and fittings, nes
Rubber manufactures, nes

Metalliferous ores and metal scrap

Non-metallic mineral manufactures, nes
Footwear

Furniture and parts thereof

Dyeing, tanning and colouring materials

Leather, leather manufactures, nes, and dressed furskins

Turkish top 20 comparative advantages
with Bulgaria 2007-2012

0,029
0,017
0,015
0,015
0,014
0,013
0,013
0,007
0,007
0,006
0,006
0,006
0,004
0,004
RCA

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,087

78

Road vehicles

0,038

05
69
77
89
67
84
64
66
74
72
58
55
62
81
82
76
93
85

Vegetables and fruit

Manufactures of metals, nes

Electric machinery, apparatus and appliances, nes, and parts, nes
Miscellaneous manufactured articles, nes
Iron and steel

Articles of apparel and clothing accessories

Paper, paperboard, and articles of pulp, of paper or of paperboard
Non-metallic mineral manufactures, nes

General industrial machinery and equipment, nes, and parts of, nes
Machinery specialized for particular industries

Artificial resins and plastic materials, and cellulose esters etc.
Oils and perfume materials; toilet and cleansing preparations
Rubber manufactures, nes

Sanitary, plumbing, heating, lighting fixtures and fittings, nes
Furniture and parts thereof

Telecommunications, sound recording and reproducing equipment
Special transactions, commodity not classified according to class
Footwear

0,054
0,033
0,030
0,027
0,025
0,020
0,017
0,016
0,015
0,015
0,015
0,011
0,011
0,006
0,005
0,005
0,004

0,004

Croatia - Turkey
Croatian top 20 comparative advantages
with Turkey 2001-2007:
56

Fertilizers, manufactured

-0,008

34

Gas, natural and manufactured

-0,001

79
51
58
72
64

160

RCA

52

Other transport equipment
Organic chemicals

Artificial resins and plastic materials, and cellulose esters etc.
Machinery specialized for particular industries

Paper, paperboard, and articles of pulp, of paper or of paperboard
Inorganic chemicals

-0,003
-0,001
-0,001
-0,001
-0,001
-0,001

160

28

Metalliferous ores and metal scrap

0,000

21

Hides, skins and furskins, raw

0,000

68
08
22
02
24
95
87
43
29
26

Non-ferrous metals

Feeding stuff for animals (not including unmilled cereals)
Oil seeds and oleaginous fruit

Dairy products and birds' eggs
Cork and wood

Armoured fighting vehicles, war firearms, ammunition, parts, nes
Professional, scientific, controlling instruments, apparatus, nes
Animal and vegetable oils and fats, processed, and waxes
Crude animal and vegetable materials, nes

Textile fibres (not wool tops) and their wastes (not in yarn)

Croatian top 20 comparative advantages
with Turkey 2007-2012:

0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
RCA

28

Metalliferous ores and metal scrap

-0,015

71

Power generating machinery and equipment

-0,002

56
87
53
57
22
03
08
52
24
21
04
59
95
25

Fertilizers, manufactured

Professional, scientific, controlling instruments, apparatus, nes
Dyeing, tanning and colouring materials
Explosives and pyrotechnic products
Oil seeds and oleaginous fruit

Fish, crustacean and molluscs, and preparations thereof

Feeding stuff for animals (not including unmilled cereals)
Inorganic chemicals
Cork and wood

Hides, skins and furskins, raw

Cereals and cereal preparations

Chemical materials and products, nes

Armoured fighting vehicles, war firearms, ammunition, parts, nes
Pulp and waste paper

00

Live animals chiefly for food

29

Crude animal and vegetable materials, nes

43
02

Animal and vegetable oils and fats, processed, and waxes
Dairy products and birds' eggs

Turkish top 20 comparative advantages
with Croatia 2001-2007

-0,008
-0,001
-0,001
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000

RCA

78

Road vehicles

0,020

67

Iron and steel

0,011

33
65
84
77
05
76
69
74
07
55
66
04
89

Petroleum, petroleum products and related materials
Textile yarn, fabrics, made-up articles, nes, and related products
Articles of apparel and clothing accessories

Electric machinery, apparatus and appliances, nes, and parts, nes
Vegetables and fruit

Telecommunications, sound recording and reproducing equipment
Manufactures of metals, nes

General industrial machinery and equipment, nes, and parts of, nes
Coffee, tea, cocoa, spices, and manufactures thereof

Oils and perfume materials; toilet and cleansing preparations
Non-metallic mineral manufactures, nes
Cereals and cereal preparations

Miscellaneous manufactured articles, nes

0,016
0,008
0,008
0,007
0,006
0,005
0,004
0,003
0,002
0,001
0,001
0,001
0,001

161

161

06

Sugar, sugar preparations and honey

0,001

82

Furniture and parts thereof

0,001

81
73
71

Sanitary, plumbing, heating, lighting fixtures and fittings, nes
Metalworking machinery

Power generating machinery and equipment

Turkish top 20 comparative advantages
with Croatia 2007-2012

0,001
0,001
RCA

78

Road vehicles

0,016

77

Electric machinery, apparatus and appliances, nes, and parts, nes

0,008

67
33
84
65
05
76
69
74
07
89
68
81
66
82
51
55
58
62

Greece - Turkey

Iron and steel

Petroleum, petroleum products and related materials
Articles of apparel and clothing accessories

Textile yarn, fabrics, made-up articles, nes, and related products
Vegetables and fruit

Telecommunications, sound recording and reproducing equipment
Manufactures of metals, nes

General industrial machinery and equipment, nes, and parts of, nes
Coffee, tea, cocoa, spices, and manufactures thereof
Miscellaneous manufactured articles, nes
Non-ferrous metals

Sanitary, plumbing, heating, lighting fixtures and fittings, nes
Non-metallic mineral manufactures, nes
Furniture and parts thereof
Organic chemicals

Oils and perfume materials; toilet and cleansing preparations

Artificial resins and plastic materials, and cellulose esters etc.
Rubber manufactures, nes

Greeck top 20 comparative advantages
with Turkey 2001-2007

0,014
0,006
0,006
0,006
0,005
0,004
0,003
0,003
0,002
0,002
0,002
0,002
0,001
0,001
0,001
0,001
0,001
0,001

RCA

26

Textile fibres (not wool tops) and their wastes (not in yarn)

-0,068

33

Petroleum, petroleum products and related materials

-0,017

58
21
68
53
25

Artificial resins and plastic materials, and cellulose esters etc.
Hides, skins and furskins, raw
Non-ferrous metals

Dyeing, tanning and colouring materials
Pulp and waste paper

08

Feeding stuff for animals (not including unmilled cereals)

75

Office machines and automatic data processing equipment

59
54
43
34
00
01
94
02
11

162

0,001

95

Chemical materials and products, nes

Medicinal and pharmaceutical products

Animal and vegetable oils and fats, processed, and waxes
Gas, natural and manufactured
Live animals chiefly for food
Meat and preparations

Animals, live, nes, (including zoo animals, pets, insects, etc.)
Dairy products and birds' eggs
Beverages

Armoured fighting vehicles, war firearms, ammunition, parts, nes

-0,028
-0,007
-0,003
-0,002
-0,002
-0,002
-0,001
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000

162

42

Fixed vegetable oils and fats

0,000

33

Petroleum, petroleum products and related materials

-0,181

58

Artificial resins and plastic materials, and cellulose esters etc.

-0,017

26
21
97
04
54
00
53
08
25

Greeck top 20 comparative advantages
with Turkey 2007-2012

Textile fibres (not wool tops) and their wastes (not in yarn)
Hides, skins and furskins, raw

Gold, non-monetary (excluding gold ores and concentrates)
Cereals and cereal preparations

Medicinal and pharmaceutical products
Live animals chiefly for food

Dyeing, tanning and colouring materials

Feeding stuff for animals (not including unmilled cereals)
Pulp and waste paper

56

Fertilizers, manufactured

59

Chemical materials and products, nes

43
29
63
01
24
94
95

Animal and vegetable oils and fats, processed, and waxes
Crude animal and vegetable materials, nes
Cork and wood, cork manufactures
Meat and preparations
Cork and wood

Animals, live, nes, (including zoo animals, pets, insects, etc.)

Armoured fighting vehicles, war firearms, ammunition, parts, nes
Turkish top 20 comparative advantages
with Greece 2001-2007

RCA

-0,046
-0,006
-0,005
-0,004
-0,003
-0,002
-0,002
-0,001
-0,001
-0,001
-0,001
0,000
0,000
0,000
0,000
0,000
0,000
0,000
RCA

67

Iron and steel

0,130

78

Road vehicles

0,080

65
84
05
77
66
76
81
82
03
89
69
74
64
27
62
85
79
72

Textile yarn, fabrics, made-up articles, nes, and related products
Articles of apparel and clothing accessories
Vegetables and fruit

Electric machinery, apparatus and appliances, nes, and parts, nes
Non-metallic mineral manufactures, nes

Telecommunications, sound recording and reproducing equipment
Sanitary, plumbing, heating, lighting fixtures and fittings, nes
Furniture and parts thereof

Fish, crustacean and molluscs, and preparations thereof
Miscellaneous manufactured articles, nes
Manufactures of metals, nes

General industrial machinery and equipment, nes, and parts of, nes
Paper, paperboard, and articles of pulp, of paper or of paperboard
Crude fertilizer and crude minerals
Rubber manufactures, nes
Footwear

Other transport equipment

Machinery specialized for particular industries

Turkish top 20 comparative advantages
with Greece 2007-2012

0,101
0,063
0,040
0,039
0,036
0,025
0,022
0,021
0,017
0,015
0,014
0,013
0,012
0,010
0,010
0,009
0,009
0,006
RCA

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,068

78

Road vehicles

0,053

67
84

Iron and steel

Articles of apparel and clothing accessories

0,059
0,051

163

163

77

Electric machinery, apparatus and appliances, nes, and parts, nes

0,034

05

Vegetables and fruit

0,021

93
64
66
82
89
81
69
76
03
34
74
62
51
72

Special transactions, commodity not classified according to class

Paper, paperboard, and articles of pulp, of paper or of paperboard
Non-metallic mineral manufactures, nes
Furniture and parts thereof

Miscellaneous manufactured articles, nes

Sanitary, plumbing, heating, lighting fixtures and fittings, nes
Manufactures of metals, nes

Telecommunications, sound recording and reproducing equipment
Fish, crustacean and molluscs, and preparations thereof
Gas, natural and manufactured

General industrial machinery and equipment, nes, and parts of, nes
Rubber manufactures, nes
Organic chemicals

Machinery specialized for particular industries

Ireland – Turkey

Irish top 20 comparative advantages
with 2001-2007:

0,020
0,019
0,017
0,016
0,014
0,013
0,012
0,011
0,011
0,009
0,007
0,007
0,005

RCA

51

Organic chemicals

-0,065

75

Office machines and automatic data processing equipment

-0,054

54
09
55
89
59
87
21
88
26
53
02
04
00
08
03
93
11
32

Medicinal and pharmaceutical products

Miscellaneous edible products and preparations

Oils and perfume materials; toilet and cleansing preparations
Miscellaneous manufactured articles, nes
Chemical materials and products, nes

Professional, scientific, controlling instruments, apparatus, nes
Hides, skins and furskins, raw

Photographic equipment and supplies, optical goods; watches, etc.
Textile fibres (not wool tops) and their wastes (not in yarn)
Dyeing, tanning and colouring materials
Dairy products and birds' eggs

Cereals and cereal preparations
Live animals chiefly for food

Feeding stuff for animals (not including unmilled cereals)
Fish, crustacean and molluscs, and preparations thereof

Special transactions, commodity not classified according to class
Beverages

Coal, coke and briquettes

Irish top 20 comparative advantages
with Turkey 2007-2012

-0,058
-0,027
-0,026
-0,014
-0,010
-0,009
-0,008
-0,002
-0,001
-0,001
-0,001
0,000
0,000
0,000
0,000
0,000
0,000
0,000
RCA

54

Medicinal and pharmaceutical products

-0,065

59

Chemical materials and products, nes

-0,021

55
75
51
89
87
09
21

164

0,033

Oils and perfume materials; toilet and cleansing preparations
Office machines and automatic data processing equipment
Organic chemicals

Miscellaneous manufactured articles, nes

Professional, scientific, controlling instruments, apparatus, nes
Miscellaneous edible products and preparations
Hides, skins and furskins, raw

-0,030
-0,020
-0,020
-0,015
-0,007
-0,006
-0,002

164

88

Photographic equipment and supplies, optical goods; watches, etc.

-0,002

04

Cereals and cereal preparations

-0,001

02
26
74
00
11
53
08
63
06

Dairy products and birds' eggs

Textile fibres (not wool tops) and their wastes (not in yarn)

General industrial machinery and equipment, nes, and parts of, nes
Live animals chiefly for food
Beverages

Dyeing, tanning and colouring materials

Feeding stuff for animals (not including unmilled cereals)
Cork and wood, cork manufactures

Sugar, sugar preparations and honey

Turkish top 20 comparative advantages
with Ireland 2001-2007

-0,001
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
RCA

78

Road vehicles

0,066

67

Iron and steel

0,044

84
77
97
76
65
79
05
81
66
58
68
69
73
82
64
71
74
62

Articles of apparel and clothing accessories
Electric machinery, apparatus and appliances, nes, and parts, nes
Gold, non-monetary (excluding gold ores and concentrates)

Telecommunications, sound recording and reproducing equipment
Textile yarn, fabrics, made-up articles, nes, and related products
Other transport equipment
Vegetables and fruit

Sanitary, plumbing, heating, lighting fixtures and fittings, nes
Non-metallic mineral manufactures, nes

Artificial resins and plastic materials, and cellulose esters etc.
Non-ferrous metals

Manufactures of metals, nes
Metalworking machinery

Furniture and parts thereof

Paper, paperboard, and articles of pulp, of paper or of paperboard
Power generating machinery and equipment

General industrial machinery and equipment, nes, and parts of, nes
Rubber manufactures, nes

Turkish top 20 comparative advantages
with Ireland 2007-2012

0,046
0,023
0,015
0,013
0,011
0,008
0,007
0,005
0,005
0,003
0,003
0,003
0,002
0,002
0,001
0,001
0,001
0,001

RCA

78

Road vehicles

0,029

67

Iron and steel

0,019

84
77
65
79
76
05
58
66
64
68
81
62
27
56

Articles of apparel and clothing accessories
Electric machinery, apparatus and appliances, nes, and parts, nes
Textile yarn, fabrics, made-up articles, nes, and related products
Other transport equipment

Telecommunications, sound recording and reproducing equipment
Vegetables and fruit

Artificial resins and plastic materials, and cellulose esters etc.
Non-metallic mineral manufactures, nes

Paper, paperboard, and articles of pulp, of paper or of paperboard
Non-ferrous metals

Sanitary, plumbing, heating, lighting fixtures and fittings, nes
Rubber manufactures, nes

Crude fertilizer and crude minerals
Fertilizers, manufactured

0,026
0,017
0,009
0,009
0,007
0,005
0,004
0,004
0,003
0,003
0,002
0,002
0,002
0,002

165

165

69

Manufactures of metals, nes

0,002

71

Power generating machinery and equipment

0,001

33
82

Italy - Turkey

Petroleum, petroleum products and related materials
Furniture and parts thereof

Italian top 20 comparative advantages
with Turkey 2001-2007

0,001

RCA

72

Machinery specialized for particular industries

-0,371

54

Medicinal and pharmaceutical products

-0,104

74
58
71
89
73
59
64
87
61
53
77
69
51
88
55
82
85
81

General industrial machinery and equipment, nes, and parts of, nes
Artificial resins and plastic materials, and cellulose esters etc.
Power generating machinery and equipment
Miscellaneous manufactured articles, nes
Metalworking machinery

Chemical materials and products, nes

Paper, paperboard, and articles of pulp, of paper or of paperboard
Professional, scientific, controlling instruments, apparatus, nes
Leather, leather manufactures, nes, and dressed furskins
Dyeing, tanning and colouring materials

Electric machinery, apparatus and appliances, nes, and parts, nes
Manufactures of metals, nes
Organic chemicals

Photographic equipment and supplies, optical goods; watches, etc.
Oils and perfume materials; toilet and cleansing preparations
Furniture and parts thereof
Footwear

Sanitary, plumbing, heating, lighting fixtures and fittings, nes

Italian top 20 comparative advantages
with Turkey 2007-2012

-0,283
-0,100
-0,098
-0,073
-0,061
-0,057
-0,050
-0,048
-0,047
-0,045
-0,038
-0,031
-0,027
-0,026
-0,024
-0,022
-0,020
-0,016
RCA

74

General industrial machinery and equipment, nes, and parts of, nes

-0,245

33

Petroleum, petroleum products and related materials

-0,194

72
58
71
54
89
73
59
87
64
53
55
61
88
85
69
81
82
52

166

0,001

Machinery specialized for particular industries

Artificial resins and plastic materials, and cellulose esters etc.
Power generating machinery and equipment
Medicinal and pharmaceutical products

Miscellaneous manufactured articles, nes
Metalworking machinery

Chemical materials and products, nes

Professional, scientific, controlling instruments, apparatus, nes

Paper, paperboard, and articles of pulp, of paper or of paperboard
Dyeing, tanning and colouring materials

Oils and perfume materials; toilet and cleansing preparations
Leather, leather manufactures, nes, and dressed furskins

Photographic equipment and supplies, optical goods; watches, etc.
Footwear

Manufactures of metals, nes

Sanitary, plumbing, heating, lighting fixtures and fittings, nes
Furniture and parts thereof
Inorganic chemicals

-0,207
-0,086
-0,083
-0,078
-0,070
-0,059
-0,054
-0,043
-0,034
-0,034
-0,019
-0,017
-0,016
-0,013
-0,012
-0,011
-0,011
-0,010

166

Turkish top 20 comparative advantages
with Italy 2001-2007

RCA

78

Road vehicles

0,611

84

Articles of apparel and clothing accessories

0,247

05
65
33
67
76
66
68
42
27
93
62
79
03
28
04
09
95
12

Vegetables and fruit

Textile yarn, fabrics, made-up articles, nes, and related products
Petroleum, petroleum products and related materials
Iron and steel

Telecommunications, sound recording and reproducing equipment
Non-metallic mineral manufactures, nes
Non-ferrous metals

Fixed vegetable oils and fats

Crude fertilizer and crude minerals

Special transactions, commodity not classified according to class
Rubber manufactures, nes

Other transport equipment

Fish, crustacean and molluscs, and preparations thereof
Metalliferous ores and metal scrap
Cereals and cereal preparations

Miscellaneous edible products and preparations

Armoured fighting vehicles, war firearms, ammunition, parts, nes
Tobacco and tobacco manufactures

Turkish top 20 comparative advantages
with Italy 2007-2012

0,271
0,118
0,114
0,103
0,068
0,058
0,057
0,046
0,041
0,038
0,034
0,033
0,031
0,004
0,003
0,002
0,002
0,001
RCA

78

Road vehicles

0,529

05

Vegetables and fruit

0,180

84
65
68
62
93
76
27
66
79
03
77
26
83
67
51
42
56
94

Articles of apparel and clothing accessories
Textile yarn, fabrics, made-up articles, nes, and related products
Non-ferrous metals

Rubber manufactures, nes

Special transactions, commodity not classified according to class

Telecommunications, sound recording and reproducing equipment
Crude fertilizer and crude minerals

Non-metallic mineral manufactures, nes
Other transport equipment

Fish, crustacean and molluscs, and preparations thereof

Electric machinery, apparatus and appliances, nes, and parts, nes
Textile fibres (not wool tops) and their wastes (not in yarn)
Travel goods, handbags and similar containers
Iron and steel

Organic chemicals

Fixed vegetable oils and fats
Fertilizers, manufactured

Animals, live, nes, (including zoo animals, pets, insects, etc.)

Portugal - Turkey

Portuguese top 20 comparative advantages
with Turkey 2001-2007

0,228
0,126
0,060
0,034
0,033
0,031
0,026
0,026
0,019
0,019
0,019
0,013
0,010
0,009
0,009
0,004
0,003
0,000

RCA

58

Artificial resins and plastic materials, and cellulose esters etc.

-0,013

51

Organic chemicals

-0,006

64
74

Paper, paperboard, and articles of pulp, of paper or of paperboard
General industrial machinery and equipment, nes, and parts of, nes

-0,010
-0,005

167

167

59

Chemical materials and products, nes

-0,003

53

Dyeing, tanning and colouring materials

-0,003

33
26
42
87
85
63
28
25

Petroleum, petroleum products and related materials
Textile fibres (not wool tops) and their wastes (not in yarn)
Fixed vegetable oils and fats

Professional, scientific, controlling instruments, apparatus, nes
Footwear

Cork and wood, cork manufactures
Metalliferous ores and metal scrap
Pulp and waste paper

81

Sanitary, plumbing, heating, lighting fixtures and fittings, nes

02

Dairy products and birds' eggs

61
75
24
21

Leather, leather manufactures, nes, and dressed furskins

Office machines and automatic data processing equipment
Cork and wood

Hides, skins and furskins, raw

Portuguese top 20 comparative advantages
with Turkey 2007-2012

58

Artificial resins and plastic materials, and cellulose esters etc.

76

Telecommunications, sound recording and reproducing equipment

64
33
25

Paper, paperboard, and articles of pulp, of paper or of paperboard
Petroleum, petroleum products and related materials
Pulp and waste paper

51

Organic chemicals

84

Articles of apparel and clothing accessories

74
26
53
04
85
63
59
71
87
54
29
02
42

General industrial machinery and equipment, nes, and parts of, nes
Textile fibres (not wool tops) and their wastes (not in yarn)
Dyeing, tanning and colouring materials
Cereals and cereal preparations
Footwear

Cork and wood, cork manufactures

Chemical materials and products, nes

Power generating machinery and equipment

Professional, scientific, controlling instruments, apparatus, nes
Medicinal and pharmaceutical products

Crude animal and vegetable materials, nes
Dairy products and birds' eggs
Fixed vegetable oils and fats

Turkish top 20 comparative advantages
with Portugal 2001-2007

-0,003
-0,003
-0,002
-0,002
-0,001
-0,001
0,000
0,000
0,000
0,000
0,000
0,000
0,000

RCA

-0,014
-0,008
-0,007
-0,006
-0,005
-0,005
-0,003
-0,003
-0,002
-0,002
-0,002
-0,001
-0,001
-0,001
0,000
0,000
0,000
0,000
0,000
0,000

RCA

67

Iron and steel

0,082

78

Road vehicles

0,030

65
66
76
79
77
12

168

-0,003

34

Textile yarn, fabrics, made-up articles, nes, and related products
Non-metallic mineral manufactures, nes

Telecommunications, sound recording and reproducing equipment
Other transport equipment

Electric machinery, apparatus and appliances, nes, and parts, nes
Tobacco and tobacco manufactures
Gas, natural and manufactured

0,047
0,020
0,019
0,007
0,005
0,003
0,003

168

05

Vegetables and fruit

0,003

62

Rubber manufactures, nes

0,001

27

Crude fertilizer and crude minerals

72

Machinery specialized for particular industries

93

Special transactions, commodity not classified according to class

68

Non-ferrous metals

89

Miscellaneous manufactured articles, nes

56

Fertilizers, manufactured

73

Metalworking machinery

54

Medicinal and pharmaceutical products

69

Manufactures of metals, nes

Turkish top 20 comparative advantages
with Portugal 2007-2012

0,002
0,001
0,001
0,001
0,001
0,001
0,001
0,001
0,001

RCA

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,033

67

Iron and steel

0,030

78
77
66
12
88
93
05
79
34
27
89
68
95
72
73
69
62
09

Road vehicles

Electric machinery, apparatus and appliances, nes, and parts, nes
Non-metallic mineral manufactures, nes
Tobacco and tobacco manufactures

Photographic equipment and supplies, optical goods; watches, etc.
Special transactions, commodity not classified according to class
Vegetables and fruit

Other transport equipment

Gas, natural and manufactured

Crude fertilizer and crude minerals

Miscellaneous manufactured articles, nes
Non-ferrous metals

Armoured fighting vehicles, war firearms, ammunition, parts, nes
Machinery specialized for particular industries
Metalworking machinery

Manufactures of metals, nes
Rubber manufactures, nes

Miscellaneous edible products and preparations

Romania – Turkey

Romanian top 20 comparative advantages
with Turkey 2001-2007

0,030
0,006
0,004
0,003
0,002
0,002
0,002
0,001
0,001
0,001
0,001
0,001
0,001
0,001
0,001
0,001
0,000
0,000

RCA

28

Metalliferous ores and metal scrap

-0,124

33

Petroleum, petroleum products and related materials

-0,088

67
56
51
58
93
22
79
52
42
24
08

Iron and steel

Fertilizers, manufactured
Organic chemicals

Artificial resins and plastic materials, and cellulose esters etc.

Special transactions, commodity not classified according to class
Oil seeds and oleaginous fruit
Other transport equipment
Inorganic chemicals

Fixed vegetable oils and fats
Cork and wood

Feeding stuff for animals (not including unmilled cereals)

-0,124
-0,042
-0,036
-0,024
-0,014
-0,014
-0,008
-0,007
-0,006
-0,005
-0,003

169

169

04

Cereals and cereal preparations

-0,003

26

Textile fibres (not wool tops) and their wastes (not in yarn)

-0,002

21
63
43
25

Cork and wood, cork manufactures

Animal and vegetable oils and fats, processed, and waxes
Pulp and waste paper

-0,002
0,000
0,000
0,000

71

Power generating machinery and equipment

28

Metalliferous ores and metal scrap

-0,170

56

Fertilizers, manufactured

-0,027

33
22
51
67
76
97
24
04
52
08
63
64
26
42
75
21
32
11

Romanian top 20 comparative advantages
with Turkey 2007-2012

Petroleum, petroleum products and related materials
Oil seeds and oleaginous fruit
Organic chemicals
Iron and steel

Telecommunications, sound recording and reproducing equipment
Gold, non-monetary (excluding gold ores and concentrates)
Cork and wood

Cereals and cereal preparations
Inorganic chemicals

Feeding stuff for animals (not including unmilled cereals)
Cork and wood, cork manufactures

Paper, paperboard, and articles of pulp, of paper or of paperboard
Textile fibres (not wool tops) and their wastes (not in yarn)
Fixed vegetable oils and fats

Office machines and automatic data processing equipment
Hides, skins and furskins, raw
Coal, coke and briquettes
Beverages

Turkish top 20 comparative advantages
with Romania 2001-2007

0,000
RCA

-0,041
-0,017
-0,015
-0,012
-0,011
-0,007
-0,006
-0,005
-0,004
-0,003
-0,003
-0,002
-0,002
-0,002
-0,001
-0,001
-0,001
-0,001

RCA

78

Road vehicles

0,182

05

Vegetables and fruit

0,057

65
69
89
77
76
81
84
74
66
55
72
82
62
53
07
34
64

170

Hides, skins and furskins, raw

68

Textile yarn, fabrics, made-up articles, nes, and related products
Manufactures of metals, nes

Miscellaneous manufactured articles, nes

Electric machinery, apparatus and appliances, nes, and parts, nes

Telecommunications, sound recording and reproducing equipment
Sanitary, plumbing, heating, lighting fixtures and fittings, nes
Articles of apparel and clothing accessories

General industrial machinery and equipment, nes, and parts of, nes
Non-metallic mineral manufactures, nes

Oils and perfume materials; toilet and cleansing preparations
Machinery specialized for particular industries
Furniture and parts thereof
Rubber manufactures, nes

Dyeing, tanning and colouring materials

Coffee, tea, cocoa, spices, and manufactures thereof
Gas, natural and manufactured

Paper, paperboard, and articles of pulp, of paper or of paperboard
Non-ferrous metals

0,181
0,055
0,050
0,042
0,040
0,029
0,025
0,025
0,020
0,020
0,019
0,012
0,011
0,008
0,007
0,006
0,005
0,005

170

Turkish top 20 comparative advantages
with Romania 2007-2012

RCA

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,127

69

Manufactures of metals, nes

0,057

78

Road vehicles

05

Vegetables and fruit

71

Power generating machinery and equipment

89

Miscellaneous manufactured articles, nes

84

Articles of apparel and clothing accessories

66

Non-metallic mineral manufactures, nes

81

Sanitary, plumbing, heating, lighting fixtures and fittings, nes

72

Machinery specialized for particular industries

74

General industrial machinery and equipment, nes, and parts of, nes

68

Non-ferrous metals

77

Electric machinery, apparatus and appliances, nes, and parts, nes

62

Rubber manufactures, nes

58

Artificial resins and plastic materials, and cellulose esters etc.

55

Oils and perfume materials; toilet and cleansing preparations

82

Furniture and parts thereof

53

Dyeing, tanning and colouring materials

06
59

Sugar, sugar preparations and honey

Spain – Turkey

Chemical materials and products, nes
Spanish top 20 comparative advantages
with Turkey 2001-2007

0,100
0,052
0,050
0,050
0,048
0,024
0,023
0,018
0,018
0,016
0,015
0,012
0,011
0,009
0,008
0,008
0,005
0,005

RCA

71

Power generating machinery and equipment

-0,078

51

Organic chemicals

-0,053

58
74
21
78
59
54
64
53
72
61
52
55
25

Artificial resins and plastic materials, and cellulose esters etc.
General industrial machinery and equipment, nes, and parts of, nes
Hides, skins and furskins, raw
Road vehicles

Chemical materials and products, nes

Medicinal and pharmaceutical products

Paper, paperboard, and articles of pulp, of paper or of paperboard
Dyeing, tanning and colouring materials

Machinery specialized for particular industries

Leather, leather manufactures, nes, and dressed furskins
Inorganic chemicals

Oils and perfume materials; toilet and cleansing preparations
Pulp and waste paper

87

Professional, scientific, controlling instruments, apparatus, nes

68

Non-ferrous metals

07
34
23
58
71

Coffee, tea, cocoa, spices, and manufactures thereof
Gas, natural and manufactured

Crude rubber (including synthetic and reclaimed)

Spanish top 20 comparative advantages
with Turkey 2007-2012

Artificial resins and plastic materials, and cellulose esters etc.
Power generating machinery and equipment

-0,074
-0,038
-0,033
-0,033
-0,023
-0,023
-0,022
-0,022
-0,020
-0,019
-0,013
-0,013
-0,006
-0,005
-0,004
-0,003
-0,003
-0,003
RCA

-0,075
-0,067

171

171

74

General industrial machinery and equipment, nes, and parts of, nes

-0,038

54

Medicinal and pharmaceutical products

-0,035

68
51
78
79
53
64
21
59
72
08
97
55
33
52
25
26

Organic chemicals
Road vehicles

Other transport equipment

Dyeing, tanning and colouring materials

Paper, paperboard, and articles of pulp, of paper or of paperboard
Hides, skins and furskins, raw

Chemical materials and products, nes

Machinery specialized for particular industries

Feeding stuff for animals (not including unmilled cereals)

Gold, non-monetary (excluding gold ores and concentrates)

Oils and perfume materials; toilet and cleansing preparations
Petroleum, petroleum products and related materials
Inorganic chemicals

Pulp and waste paper

Textile fibres (not wool tops) and their wastes (not in yarn)

Turkish top 20 comparative advantages
with Spain 2001-2007

-0,036
-0,026
-0,023
-0,022
-0,019
-0,018
-0,015
-0,015
-0,011
-0,009
-0,009
-0,007
-0,005
-0,005
-0,005
-0,004
RCA

67

Iron and steel

0,183

84

Articles of apparel and clothing accessories

0,110

76
65
66
05
77
28
93
33
79
62
81
27
03
26
89
69
42
12

Telecommunications, sound recording and reproducing equipment
Textile yarn, fabrics, made-up articles, nes, and related products
Non-metallic mineral manufactures, nes
Vegetables and fruit

Electric machinery, apparatus and appliances, nes, and parts, nes
Metalliferous ores and metal scrap

Special transactions, commodity not classified according to class
Petroleum, petroleum products and related materials
Other transport equipment
Rubber manufactures, nes

Sanitary, plumbing, heating, lighting fixtures and fittings, nes
Crude fertilizer and crude minerals

Fish, crustacean and molluscs, and preparations thereof

Textile fibres (not wool tops) and their wastes (not in yarn)
Miscellaneous manufactured articles, nes
Manufactures of metals, nes

Fixed vegetable oils and fats

Tobacco and tobacco manufactures

Turkish top 20 comparative advantages
with Spain 2007-2012

0,138
0,102
0,059
0,036
0,033
0,025
0,023
0,019
0,019
0,018
0,018
0,017
0,014
0,013
0,011
0,010
0,007
0,005
RCA

84

Articles of apparel and clothing accessories

0,154

65

Textile yarn, fabrics, made-up articles, nes, and related products

0,061

76
77
05
93
62
66
81

172

Non-ferrous metals

Telecommunications, sound recording and reproducing equipment
Electric machinery, apparatus and appliances, nes, and parts, nes
Vegetables and fruit

Special transactions, commodity not classified according to class
Rubber manufactures, nes

Non-metallic mineral manufactures, nes

Sanitary, plumbing, heating, lighting fixtures and fittings, nes

0,068
0,037
0,023
0,021
0,019
0,018
0,010

172

03

Fish, crustacean and molluscs, and preparations thereof

0,010

27

Crude fertilizer and crude minerals

0,008

67
28
89
09
69
22
83
42
56

Iron and steel

Metalliferous ores and metal scrap

Miscellaneous manufactured articles, nes

Miscellaneous edible products and preparations
Manufactures of metals, nes

Oil seeds and oleaginous fruit

Travel goods, handbags and similar containers
Fixed vegetable oils and fats
Fertilizers, manufactured

0,009
0,008
0,006
0,006
0,002
0,001
0,001
0,001
0,001
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2.6. THE BUILDING OF VALUE CHAINS
ENERGY

TEXTILE/CLOTHING

33

Petroleum, petroleum products and related materials

21

34

Gas, natural and manufactured

26

32

Coal, coke and briquettes

61

35

Electric current

65

FOOD ANIMAL

84

Hides, skins and furskins, raw
Textile fibres (not wool tops) and their wastes (not in
yarn)
Leather, leather manufactures, nes, and dressed furskins
Textile yarn, fabrics, made-up articles, nes, and related
products
Articles of apparel and clothing accessories

00

Live animals chiefly for food

85

Footwear

02

Dairy products and birds' eggs

83

Travel goods, handbags and similar containers

03

Fish, crustacean and molluscs, and preparations thereof

METALURGY

41

Animal oils and fats

28

Metalliferous ores and metal scrap

67

Iron and steel

68
69

Non-ferrous metals
Gold, non-monetary (excluding
concentrates)
Manufactures of metals, nes

01

Meat and preparations
08 Feeding stuff for animals (not including unmilled
cereals)
94 Animals, live, nes, (including zoo animals, pets, insects,
etc)
FOOD VEGETAL

97

gold

ores

04

Cereals and cereal preparations

05

Vegetables and fruit

89

Miscellaneous manufactured articles, nes

22

Oil seeds and oleaginous fruit

96

Coin (other than gold coin), not being legal tender

29

Crude animal and vegetable materials, nes

EQUIPMENT

42

71

06

Fixed vegetable oils and fats
Animal and vegetable oils and fats, processed, and
waxes
Sugar, sugar preparations and honey

09

Miscellaneous edible products and preparations

11

Beverages

12

Tobacco and tobacco manufactures

07

Coffee, tea, cocoa, spices, and manufactures thereof

43

WOOD PAPER
24

Cork and wood

25

Pulp and waste paper

63

Cork and wood, cork manufactures
Paper, paperboard, and articles of pulp, of paper or of
paperboard
Furniture and parts thereof

64
82

Power generating machinery and equipment

73

Metalworking machinery
General industrial machinery and equipment, nes, and
parts of, nes
72 Machinery specialized for particular industries
95 Armoured fighting vehicles, war firearms, ammunition,
parts, nes
ELECTRICS/ELECTRONICS
77 Electric machinery, apparatus and appliances, nes, and
parts, nes
81 Sanitary, plumbing, heating, lighting fixtures and fittings,
nes
76 Telecommunications, sound recording and reproducing
equipment
88 Photographic equipment and supplies, optical goods;
watches, etc
75 Office machines and automatic data processing
equipment
scientific,
controlling
instruments,
87 Professional,
apparatus, nes
VEHICLES
74

CHEMICALS

78

Road vehicles

23

Crude rubber (including synthetic and reclaimed)

79

Other transport equipment

27

Crude fertilizer and crude minerals

51

Organic chemicals

52

Inorganic chemicals

53

Dyeing, tanning and colouring materials

56
59

Fertilizers, manufactured
Artificial resins and plastic materials, and cellulose
esters
etc.materials and products, nes
Chemical

Legend

62

Rubber manufactures, nes

RAW MATERIALS

57

Explosives and pyrotechnic products

SEMI-PRODUCTS

54

Medicinal and pharmaceutical products
Oils and perfume materials; toilet and cleansing
preparations

FINISHED GOODS

58

55
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ANNEX 3: INDIVIDUAL GLOBAL COMPETITIVENESS SCORES OF EU8 AND TURKEY,
2006-2014.
(Alphabetical Order, Source: WEF data, figures self-made)

Bulgaria
4,40
4,27

4,30
4,20

4,13

4,10
4,00

3,98

4,03

4,02

2008-2009

2009-2010

4,31

4,16

3,93

3,90
3,80
3,70

2006-2007

2007-2008

2010-2011

2011-2012

2012-2013

2013-2014

Croatia
4,25
4,20

4,20

4,22

4,16

4,15

4,13
4,08

4,10
4,05

4,03

4,04

2009-2010

2010-2011

4,04

4,00
3,95
3,90

2006-2007

2007-2008

2008-2009

2011-2012

2012-2013

2013-2014

Greece
4,20
4,15
4,10
4,05
4,00
3,95
3,90
3,85
3,80
3,75
3,70

4,12

4,08

4,11
4,04
3,99
3,93

3,92
3,86

2006-2007

2007-2008

2008-2009

2009-2010

2010-2011

2011-2012

2012-2013

2013-2014
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Ireland
5,20
5,08

5,10

5,03

5,00

4,99

4,90

4,91

4,92

2012-2013

2013-2014

4,84

4,80

4,74

4,77

4,70
4,60
4,50

2006-2007

2007-2008

2008-2009

2009-2010

2010-2011

2011-2012

Italy
4,50
4,46

4,45

4,43

4,40

4,37

4,36

4,41

4,37

4,35

4,35
4,31

4,30
4,25
4,20
2006-2007

2007-2008

2008-2009

4,48

4,47

2009-2010

2010-2011

2011-2012

2012-2013

2013-2014

4,40

4,40

2012-2013

2013-2014

Portugal
4,50
4,48

4,47

4,46
4,44
4,42

4,40

4,40

4,40
4,38

4,38
4,36
4,34
4,32

176

2006-2007

2007-2008

2008-2009

2009-2010

2010-2011

2011-2012
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Romania
4,20

4,16

4,15

4,10

4,10

4,13

4,11
4,08

4,07

2011-2012

2012-2013

4,05
4,00

3,98

3,97

2006-2007

2007-2008

3,95
3,90
3,85

2008-2009

2009-2010

2010-2011

2013-2014

Spain
4,75
4,70

4,72

4,70
4,66

4,65

4,60

4,59

4,60

4,57

4,54

4,55
4,49

4,50
4,45
4,40
4,35

2006-2007

2007-2008

2008-2009

2009-2010

2010-2011

2011-2012

2012-2013

2013-2014

4,45

4,45

2012-2013

2013-2014

Turkey
4,50
4,40
4,30
4,20

4,25

4,25
4,14

4,15

4,16

2008-2009

2009-2010

4,28

4,10
4,00
3,90

2006-2007

2007-2008

2010-2011

2011-2012

177
177
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