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Abstract 

The paper aims to find out foreign internal outsourcing exercised by Turkish 

manufacturers before and after the establishment of the customs union. Initially, we 

briefly look at the importance of foreign trade between Turkey and EU. Then, the 

outsourcing activity of Turkey with EU before and after the customs union is 

calculated with the use of SITC Revision 2 trade classification system. Through out 

this paper it is expected to find increasing production sharing between EU and 

Turkey after the customs union because of Turkey’s geographical proximity to the 

region and the existence of huge Turkish population in Europe but for the period 

under examination there is a steady rise in the Turkish imports of parts and 

components from EU implying the neutrality of customs union effect. This case partly 

can be interpreted with the years of crises 2000 and 2001 causing a downward bias 

for the period after customs union.  
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OUTSOURCING AFTER THE CUSTOMS UNION  

BETWEEN EU AND TURKEY 

 

Trade theories were used to be based upon comparative advantages between 

two countries exchanging homogeneous commodities with free technology and no 

transportation costs. Beginning by the late part of 1960’s, trade theories have taken 

into consideration the location problems, transportation facilities, technology transfer, 

skill and know how. Vernon’s Product Cycle Theory has pointed out that technology 

alone determined the direction of trade unless traded goods have become 

standardized. Recent theories deal with differentiated goods. Cost advantages are 

not the only factor to explain specialization, and countries do intra-industry trade 

rather than inter industry trade. The subject of foreign trade is no longer final goods,       

more importantly parts and components. Trade in intermediate goods, as implied 

generically by international delocalization of production, not only can redefine the 

export structure of the trading partners in a way that magnifies their trade potential 

(see Hoekman and Djankov, 1997), but also can be considered a means of “learning 

by doing” through transfer of technology, know how, qualitative standards and 

managerial skills, which can accelerate the transformation of third world economies 

into market-based systems (Fabbris and Malanchiri, 2000; 2). 

 

 “Internationalization” refers to the geographic spread of economic activities 

across national boundaries. And it is not a new phenomenon. Since the seventeenth 

century, colonial powers penetrate into remote fields in search of raw materials and 

new markets.  

 

  “Globalization” is more recent, implying functional integration between 

internationally   dispersed activities (Gereffi, Memedovic, 2003; 2).  

  

 Outward processing trade consists of a temporary   transaction    implying the 

shifting of a production phase of the contractor’s manufacturing activities to a foreign 

subcontractor.  

 

 Assembly is a form of industrial subcontracting in which plants are provided 

with imported inputs for assembly, most commonly in export processing zones. 
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Original equipment manufacturing (OEM) is a form of commercial subcontracting. 

The supplying form makes a product according to a design specified by the buyer, 

the product is sold under the buyer’s brand name; the supplier and buyer are 

separate firms; and the buyer lacks control over distribution.  

 

 Original Brand name Manufacturing (OEM) is the upgrading by manufacturers 

from the production expertise of OEM to first the design and then the sale of their 

own brand products (Gereffi, Memedovic, 1). 

 

 Outward Processing trade concerns goods whose production process can be 

split into different phases that can be performed in different locations. It can therefore 

be classified as a subset of vertical specialization.  

 

 The definition of vertical specialization does not imply any kind of relationship 

linking the contractor and the subcontractor, the issues of control and ownership 

being immaterial specialization, can involve FDI in the case that products processed 

abroad, using input from the parent company are re-exported.  When OPT is realized 

though market relationship, no matter if continuous or spot, without any participation 

of the contractor in the subcontractor’s business activity, the transaction will be 

classified simply as vertical specialization (not implying FDI). OPT cannot be 

considered as a form of outsourcing, since the latter differs from vertical 

specialization due to the fact that intermediate goods cross international borders only 

once… as an example, a transaction made by a cotton fabric importing firm to 

manufacture shirts that will be sold on the domestic market is classified as 

outsourcing independently of the contractual relationship linking the two counterparts. 

Alternatively, if final products are sold abroad this transaction enters again the 

domain of vertical specialization, like the delocalization of one or more production 

phases abroad (sewing for example) in the consequent re-export. Therefore, 

although OPT is a kind of juridical label, it is able to proxy the underlying economic 

phenomenon of vertical specialization (Fabbris and Malanchini, 2000; 4). 

  

 For the contractors, OPT is a way to benefit from the specialization of the 

subcontractor and enjoy cost reduction. The way of contractor is usually OPT without 

FDI, because the latter involves further transaction costs such as transfer of 
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blueprints, the search of a suitable partner in the host country, the quality controls 

and the management.  

 

Companies will opt for outsourcing when externalisation of certain value chain 

phases allows them to reduce costs, i.e., when de-internalizing has more advantages 

than in-house production. The technological revolution that has taken place in last 

decades has allowed for a significant drop in the costs associated with finding 

information, transport communication and business coordination, lowering the 

transaction costs and augmenting  the possibilities for outsourcing (Diaz Mora, 2005; 

5-6). 

 

 Industrial and commercial firms have both promoted globalization establishing 

two types of international economic networks. One is “produced driven” and the other 

“buyer driven”. In producer driven value chains, large, usually transnational 

manufacturers play the central roles in coordinating production networks (including 

their backward and forward linkages). This is typical of capital and technology-

intensive industries such as automobiles, aircraft, computers, semiconductors and 

heavy machinery (Gereffi, Memedovic, 2003; 3). 

 

Buyer-driven commodity chains tend to exist in industries in which large 

retailers, branded marketers, and branded manufacturers play the key role in setting 

up decentralized production networks, usually in developing or transition economies. 

Such networks are prevalent in labor-intensive, consumer goods sectors, such as 

apparel, footwear, and furniture. Production is generally carried out by tiered 

networks of contractors in developing countries, which export finished goods made to 

the specifications of a foreign buyer (World Bank, 2005; 341).  

 

 In producer driven chains, profits come from scale, volume and technological 

advances, in buyer-driven chains profits come from research, design, sales, 

marketing and financial services. Buyer-driven value chains are characterized by 

highly competitive and globally decentralized factory systems with low entry barriers. 

They are called “manufacturers without factories”, with the physical production of 

goods separated from the design and marketing.  
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 From now onwards, we prefer to use the term off-shore assembly production 

(OAP) to cover all kinds of OPT and outsourcing. And the paper will proceed by the 

factors contributed to production sharing activity.  

 

A. TRADE BARRIERS 

 

 In the 1960’s OECD tariffs on import of manufactures from developing 

countries were higher than the tariff averages on total imports of manufactures. 

These discriminations against developing countries led them to develop attractive 

policies for the production sharing arrangements. What is required for the 

transnational corporations (TNC) was the allocation and identification of labour-

intensive activities which were potentially transferable to low-wage countries.  

 

B. LABOUR COSTS 

 

 The factor that facilitated early development of OAP is the gap in wage rates 

between developed and developing countries. 

 

 In addition to low labour costs, factors such as labour skills and education, 

technical training was important in determining the magnitude and direction of this 

OAP activity in Europe. The combined effects of low wages and high literacy rates 

may have helped the former socialist countries in Europe attract most of the 

European Union new OAP processing contracts during 1991-1994. 

 

C. TRANSPORT AND DISTANCE 

 

 The international economics literature identifes a key role for both national and 

international outsourcing (Feenstra and Hanson, 1996, 1999, 2001; Hummels et al., 

2001; Kohler, 2004) in the recent wave of globalization. For understanding a firm’s 

international outsourcing decision  - i.e., the determinants of intermediate goods trade 

- transport costs are particularly important (Jones, 2000; Jones and Kierzkowski, 

2001; Egger and Egger, 2003) . 
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 Products which have high value relative to their bulk, and therefore have 

transport costs which make up a very small proportion of their total value, are the 

most suitable for assembly  abroad. (Yeats, 2001; 22). 

 

Major differences often exist in nominal freight rates for similar goods shipped 

from different countries have a major impact on the competitive position of exporters. 

 

Jagdish Bhagwati put it: “even if transport costs for any alternative location 

were a small proportion of total product price, they could still affect location if they 

varied geographically more than other costs of production” (see Yeats, 2001; 22). 

 

D. GOVERMENTAL INFLUENCES  

 

 Governmental policies play a major role on the location and volume of OAP in 

both developed and developing countries. Developing countries usually offer special 

incentives to foreigners in the form of tax exemptions, export subsidies, subsidized 

credits etc. the developing country governments attract off-shore assembly 

production by improving the literacy rates, financial system and infrastructure. 

 

 International vertical integration of an industry increases the risk associated 

with supply disruption in a single overseas location, for it can bring the entire 

international production to a halt. These risks can be lowered through geographic 

diversification of the portfolio of components investments. Usually international firms 

don’t place more than one plant in one country, despite the higher transport and 

management costs. 

 

E. TAX EFFECT 

 

 Import duties are applied only on the value added generated by the 

delocalization process and not in the gross value so that OAP grants a preferential 

treatment with respect to normal trade. As in the case of import duties, the TVA on 

temporary export has to be paid on the value added originated in double transaction, 

whereas in the normal trade, it has to be paid on the total value of imports. This 
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allows a temporary liquidity advantage, since payments will take place at the fiscal 

periodical date of payment.  

 

 The process of progressive liberalization implied by the EU enlargement and 

integration process reduces the tariff advantages for EU firms to enter the OPT 

regime, while they still have to meet the burden of the special administrative 

requirements. Therefore, the removal of trade barriers will, on the one hand, 

progressively imply a decreasing recourse to OPT, thus reducing the ability of OPT to 

proxy the vertical specialization dynamics. On the other hand, it would result in 

increased vertical specialization trade-based flows, due to the reduction of the 

multiple custom duty costs (Hummels, Rapaport and Yi, 1998 referred by Fabbris and 

Malanchini, 2000; 5).  

 

 Trade liberalization is expected to promote outsourcing among member states 

of a custom union as well. 

 

FOREIGN OUTSOURCING: A NEW WAY OF PRODUCTION 

 

 “Outsourcing” can be defined as the contracting out of activities that were 

previously performed within a firm, to subcontractors outside the firm. It appears to be 

becoming more widespread and is attracting increasing attention in the popular 

business press as well as in the academic literature (Girma and Görg, 2004; 1). 

 

Grossman and Helpman (2002) refer to an example quoted in the 1998 World Trade 

Organization annual report showing the importance of outsourcing, for example, the 

production of a particular “American” car: 

Thirty percent of the car’s value goes to Korea for assembly, 17.5 percent to 

Japan for components and advanced technology, 7.5 percent to Germany for 

design, 4 percent to Taiwan and Singapore for minor parts, 2.5 percent to he 

United Kingdom for advertising and marketing services, and 1.5 percent to 

Ireland and Barbados for data processing. This means that only 37 percent of 

the production value ... is generated in the United States. (p.36) 
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Foreign outsourcing involves the relocation of some domestic production of 

goods or services to foreign countries. Foreign outsourcing is either internal or 

external to the firm. Outsourcing of production internal to the firm involves replacing 

the firm’s own domestic production with foreign production, while the outsourcing of 

production external to the firm involves replacing the firm’s purchase of US-sourced 

inputs with purchases of inputs produced in foreign countries (Burke, Epstein, Choi, 

3).  

 

 Increased outsourcing activity is expected to increase the import of 

intermediate goods. The share of imported goods/ services in total purchases of 

intermediate goods and services may give an idea about the outsourcing activity. Yet 

good measures of the extent of outsourcing is difficult to find.  

 

 

1. Input-Output Tables 

 

Previous studies (e.g Campa and Goldberg (1997), Feenstra and Hanson 

(1996) have calculated foreign outsourcing mostly from input-output tables. The 

input-output accounts show how industries provide input to, and use output from 

each other to produce goods in the economy. The data tables that make up these 

accounts allow us to calculate the import share of each commodity as well as the 

value of each commodity used in the production process of each industry. For an 

industry, then, we multiple the value of each commodity used by the import share of 

that commodity to find the value of imported inputs of each commodity used by the 

industry. We then sum the imported inputs of each commodity to get the industry’s 

total imported inputs (Burke, Epstein, Choi, 5).  

 

 Aggregate data are insufficient because, we need to investigate which types of 

firms choose to outsource their activities across national borders and the reasons 

why they apply to foreign outsourcing.  
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2. Firm-Level Data 

 

Firm level data from a survey contain rich information on many firm level 

characteristics, such as output, employment, capital, computers and R&D, etc (see 

Swenson (2000), Gorg and Hanley (2003),  Tomiura (2004).  

 

 Firm level data reveal that more productive firms tend to be more active in 

foreign outsourcing and firms are likely to outsource more of their tasks overseas 

when their products are more labour –intensive. (see Tomiura, 2004; 3). 

 

3. Inward-Outward Processing Trade Data (Re-Import Data) 

 

 Re-import data provide information about the share and magnitude of foreign 

outsourcing. Yet it is difficult to find out the reasons why firms do the outsourcing and 

which regions or countries take part in this production sharing.  

 

  4. Foreign Trade Statistics 

 

  The share of parts and components in total exports can be used as an 

indicator for foreign outsourcing. Foreign outsourcing includes not only processing 

goods but services, and the trade statistics in this sense, cannot give the full picture 

of the production sharing. However, trade statistics are able to separate the 

outsourcing activity by countries or regions. 

 

  In this paper SITC Revision 2 trade classification system will be taken to 

calculate the outsourcing activity of Turkey with EU-15 before and after the customs 

union. 

 

  Before proceeding to the calculations of foreign outsourcing we must throw a 

brief look at the trade between Turkey and EU. 
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TURKEY’S FOREIGN TRADE WITH EU-15 

 

 From 1980 onwards, Turkey has changed its economic development policy 

form “import substitution” to “export-led growth” strategy. As result of this policy 

change the share of the foreign trade in the whole economy has risen steadily 

starting from 1980’s.  The volume of foreign trade consisted of 8.6 percent of the 

GNP in 1970 while this share rose to 15.7 and 23.4 percent in 1980 and 1990, 

respectively. In 2000 foreign trade volume rose to 82.3 billion USD while the 

export/import ratio was 51 percent. The share of foreign trade volume in GNP was 

40.8 percent. In 2006 it’s expected that foreign trade consists roughly 56.7 percent of 

GNP, while export/import ratio is 63.7 percent. Also the share of industrial products in 

total exports reached to 81.9 percent in 2005 while it was 67.7 percent in 1990  

 

  Imports of Turkey, which were $ 22.3 billion in 1990, grew by 12 percent 

annually on average between 1995 and 2000. After the years of economic crises 

2000 and 2001, the increase in imports has gained momentum. In the year 2006 

Turkey is expected to have reached a GNP growth rate of nearly 5 %. This will cause 

imports to rise by 1.5 % in 2006. 

 

  Trade deficit (CIF imports- FOB export) increased between 1990 and 1995 

and rose from $ 9.3 billion to $ 14 billion. Between 1995 and 2000 trade deficit 

continued to grow and reached to 13.3 % of the GNP in the year 2000. Again as a 

consequence of 2001 crisis, the share of foreign trade deficit shrank to 6.8 percent 

and in the years afterwards it has begun to rise and reached to 12 % in the year 

2005. 

 

  When exports by main sectors are examined there seems to be a steady 

decrease in the share of exports of agricultural products. On the contrary, export of 

manufactured products increased its share in total exports from 1990 to 2006. This 

share rose from 67.7 percent in 1990 to 84.7 percent in 2004. 

 

  There was a significant development in exports of Turkish manufactures, 

especially in the last 7 years. The machinery and transport equipment sector had the 

most significant share in exports in 2003 and 2004 and its share in total exports 
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increased to 29 percent from its level of 6.6 percent in the year 1990. Export of 

clothing sector made up 28.3 percent of total exports in 1995 but its share decreased 

to 17.8 percent in 2004. (Report prepared by the Undersecretary of Foreign Trade, 

2003; 7). 

   

  Western Europe is the most important market for Turkish exports. In particular, 

European Union (EU) members are a country group that has a major share in it. The 

share of EU-15 in total exports has always been above 50 percent. During the period 

1990-1995 exports to EU increased by 10.9 percent annually, for the recent years the 

annual increase is around 32 %. 

 

  European countries have an important share in Turkey’s imports as well 

because of their geographical proximity and their level of economic development. 

Among the European countries EU members are in the first rank. EU is followed by 

Commonwealth of Independent States (CIS) because of the imports of crude oil and 

natural gas from that region. 

 

  The import of intermediate goods constitutes an important part of total imports, 

which fluctuates parallel to Turkey’s economic growth. The share of the import of 

intermediate goods in total imports is around 70 percent.  

 

OUTSOURCING BEFORE AND AFTER THE CUSTOMS UNION 

 

Outward processing trade makes it possible to export goods temporarily for 

processing and to import the compensating products with a full or partial exemption 

from duties and levies. In other words, it consists of a temporary transaction implying 

the shifting of a production phase of the contractor’s manufacturing activities to a 

foreign subcontractor, as a part of a vertically linked production system. The resulting 

product, once re-imported, will be sold by the contractor. (Fabbris and Malanchini, 

2000; 3). 

 

 In the case of quasi Outward Processing Trade, the subcontractor buys specific 

materials from a supplier and in the end the final product is “classify” imported into 

the supplier’s country. Quasi OPT is recorded in the export/import statistics as 
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separate and unrelated export and import transactions. Free trade among the 

member states of the customs union may accelerate the quasi OPT via outsourcing. 

The paper aims to find out foreign internal outsourcing exercised by Turkish 

manufacturers before and after the establishment of the customs union. 

 

 The calculations are based upon SITC Revision 2 system which expanded the 

number of product groups composed solely of components. The coverage of these 

items is more complete within the machinery and transport equipment group (SITC 7) 

where about 50 individual three, four and five digit groups consist solely of 

components of other manufactured equipment. 

 

Table 1. Parts and Components - SITC (Rev. 2) Description 

711.9 Parts of steam boilers and auxiliary plants  

713.19 Parts of aircraft internal combustion engines  

713.9 Parts of internal combustion engine, nes  

714.9 Parts of engines and motors, nes  

716.9 Parts of rotating electric motors  

718.89 Parts of water turbines and hydraulic motors  

721.19 Parts of cultivating equipment  

721.29 Parts of harvesting machinery  

721.39 Parts of dairy imachinery 

721.98 Parts of wine making machinery  

721.99 Parts of other agricultural machinery, nes  

723.9 Parts of construction machinery  

724.49 Parts of spinning and extruding machinery  

724.69 Parts of looms and knitting machinery  

724.79 Parts of textile machinery, nes  

725.9 Parts of paper making machinery  

726.89 Parts of bookbinding machinery  

726.9 Parts of printing and typesetting machinery  

727.19 Parts of grain milling machinery  

727.29 Parts of food processing machinery  

728.19 Parts of machine tools for special industries  
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728.39 Parts of mineral working machinery  

728.49 Parts of machines for special industries, nes  

736.9 Parts of machine tools for metal working  

737.19 Parts of foundry equipment  

741.49 Parts of refrigerating equipment  

742.9 Parts of pumps for liquids  

743.9 Parts of centrifuges and filters 33 

744.19 Parts of fork lift trucks 

744.9 Parts of lifting and loading machines  

745.19 Parts of power hand tools  

749.99 Parts of nonelectric machinery, nes  

759 Parts of office and adding machinery  

764 Parts of telecommunications equipment  

771.29 Parts of electric power machinery  

772 Parts of switchgear  

775.79 Parts of domestic electrical equipment  

778.29 Parts of electric lamps and bulbs  

778.89 Parts of electrical machinery, nes  

784 Parts of motor vehicles and accessories  

785.39 Parts of carriages and cycles  

786.89 Parts of trailers and nonmotor vehicles  

791.99 Parts of railroad equipment an vehicles  

792.9 Parts of aircraft and helicopters  

Source: Yeats, A., 2001. Just how big is global production sharing? in: Arndt, S., Kierzkowski, H. 
(Eds.) Fragmentation: New Production Patterns in the World Economy. Oxford University Press, 
 

  

  Outside the machinery and transport equipment group SITC Revision 2 still 

fails to differentiate sufficiently between assembled goods and components and this 

will result in underestimation of the level of international production sharing. However, 

the items under SITC 7 constitute 59% of the world trade in manufactures and 

around 50 % of Turkish imports in manufactures. So, the data from SITC Rev. 2 are 

to show an incomplete but true picture of foreign outsourcing in Turkish 

manufactures.  
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 The period 1990-2001 gives the opportunity to compare the years before (1990-

1995) and after (1996-2001) the customs union. 2000 and 2001 are the years of 

economic crises, so that  the second part of the period suffers a downward bias. 

 

 Tables 2, 3 and 4 show the share of total parts and components import in total 

imports, total manufacture imports (SITC 5-8) and in total transport and machinery 

imports (SITC 7) from EU-15, respectively. The tables indicate the upward trend in 

the share of imports of parts and components from EU. 

 

Table 2. Share of Total Parts and Components Import in Total Import 
 from EU-15 

 

Years  Share  

1990 10,75107335 

1991 11,59393903 

1992 12,07968476 

1993 10,82701319 

1994 10,7042729 

1995 10,67025394 

1996 9,331842082 

1997 10,79920352 

1998 13,11511898 

1999 17,5116188 

2000 17,0613561 

2001 13,42534924 

1990-1995 
(average) 

11,10437286 

1996-2001 
(average) 

13,54074812 

  Source: Computed from United Nations COMTRADE Database. 
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Table 3. Share of Total Parts and Components Import in  

Total Manufacture (SITC 5-8) Import  from EU-15 

Years Share 

1990 12,45014954 

1991 13,28860821 

1992 13,5022641 

1993 12,26498473 

1994 12,2998272 

1995 12,41141392 

1996 10,4951181 

1997 11,91124242 

1998 14,27306933 

1999 19,03358773 

2000 18,54032153 

2001 14,73933644 

1990-1995 
(average) 

12,70287462 

1996-2001 
(average) 

14,83211259 

  Source: Computed from United Nations COMTRADE Database. 
 

 

Table 4. Share of Total Parts and Components Import in  

Total Transport and Machinery (SITC 7) Import from EU-15 

Years Share 

1990 24,09848876 

1991 25,38502232 

1992 26,21576915 

1993 22,9461841 

1994 24,18532639 

1995 25,2492068 

1996 19,33194109 

1997 22,02261556 

1998 26,32370021 
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1999 35,19198011 

2000 32,59931124 

2001 30,55771665 

1990-1995 
(average) 

24,67999959 

1996-2001 
(average) 

27,67121081 

  Source: Computed from United Nations COMTRADE Database. 
 
  

  Table 5 gives a detailed picture of this upward trend. The items 764, 772 and 

784 in SITC Rev.2 show a remarkable increase. These items belong to parts of 

telecommunications equipment (764), parts of switchgear (772) and parts of motor 

vehicles and accessories (784). 
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Table 5. Turkey Parts and Components Imports Before and After Custom Union  

(Average) 
 

1990-1995 1996-2001 
 SHARE OF PARTS AND COMPONENTS IN 
SITC REV. 2 Total Imports Imports of 

manufactures 
Transport  
Machinery 

Total Imports Imports of 
manufactures 

Transport  
Machinery 

7119 0,047261481 0,086707125 0,106206991 0,140483089 0,154715897 0,299903035 
71319 0,000431587 0,000656722 0,00096419 0,003761185 0,004117291 0,007610346 
7139 0,713978443 0,993210705 1,594040539 0,547681087 0,600962932 1,126807595 
7149 0,103176768 0,149236349 0,229527749 0,190768849 0,208409928 0,392531692 
7169 0,08656616 0,118358857 0,193690895 0,167538131 0,183273954 0,347270199 
71889 0,016755286 0,026902438 0,038203765 0,091946492 0,100163306 0,185530551 
72119 0,001813861 0,002386316 0,004058962 0,003526586 0,003858536 0,007211502 
72129 0,006972191 0,009908833 0,01559473 0,011288852 0,012378225 0,02294924 
72139 0,002415454 0,003052055 0,005365828 0,003100285 0,003402915 0,006390257 
72198 0,000911821 0,001167832 0,002038679 0,000781826 0,00085312 0,001544982 
72199 0,002380863 0,003028366 0,005349402 0,006564219 0,007209135 0,013418412 
7239 0,184000643 0,250925721 0,409060499 0,130064237 0,142601736 0,265257775 
72449 0,115077081 0,149580111 0,257960959 0,117231133 0,128788342 0,241022501 
72469 0,142338332 0,188845275 0,319598977 0,147253135 0,16189925 0,303090765 
72479 0,122087769 0,161677604 0,270911053 0,06736693 0,07392345 0,137797485 
7259 0,024615682 0,033549216 0,055270331 0,072463216 0,079202985 0,147138649 
72689 0,000621509 0,000986461 0,001387868 0,001073009 0,001178678 0,002191607 
7269 0,039821604 0,058524894 0,089530482 0,071716521 0,079083595 0,150419765 
72719 0,004971085 0,007872976 0,011004722 0,00189425 0,002080614 0,003901386 
72729 0,015014418 0,019381835 0,03371814 0,021045351 0,023129202 0,043140055 
72819 0,009524377 0,012433151 0,021264155 0,019615209 0,021501774 0,04022609 
72839 0,064484422 0,092973213 0,145123843 0,101743519 0,111676006 0,206936535 
72849 0,122384039 0,166748104 0,273754566 0,170240667 0,186851343 0,349280231 
7369 0,053426208 0,070310362 0,119728568 0,067463871 0,073934573 0,138910727 
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73719 0,047866709 0,059561215 0,104477725 0,011701071 0,012861371 0,02410519 
74149 0,085792386 0,118510445 0,1934394 0,110268949 0,120823034 0,225287672 
7429 0,124425197 0,166967413 0,277412702 0,117809041 0,129449628 0,241642261 
7439 0,162082035 0,200378089 0,371385615 0,101143325 0,111080675 0,207548488 
74419 0,010751753 0,015139233 0,024072218 0,020886186 0,022892771 0,042452454 
7449 0,066515978 0,085346413 0,148334857 0,091788355 0,100726764 0,18897832 
74519 0,007257807 0,010269637 0,016237858 0,013111337 0,014398165 0,026848692 
74999 0,071789522 0,094497577 0,160202144 0,073693516 0,080905095 0,154169882 
759 0,294233976 0,425033696 0,656746363 0,318737724 0,349210778 0,650475695 
764 1,646537309 2,157486021 3,714800627 5,052786372 5,521332011 10,24483208 
77129 0,079053379 0,104119989 0,177105898 0,06277683 0,06894839 0,129517325 
772 1,53889253 2,053979227 3,443364934 1,417115274 1,555620061 2,91279603 
77579 0,013164006 0,019673685 0,02940676 0,016371355 0,01798041 0,033383269 
77829 0,037750145 0,048348443 0,08441701 0,014503463 0,015974267 0,029623885 
77889 0,025337971 0,032779591 0,056635318 0,012338821 0,013629684 0,025468829 
784 3,014845863 4,227665643 6,755661773 3,558589239 3,902744478 7,29224442 
78539 0,029668343 0,044371382 0,066312916 0,037372546 0,041254412 0,076832497 
78689 0,037199488 0,050373676 0,085371282 0,075209883 0,08279882 0,154560199 
79199 0,041663008 0,053500684 0,093869883 0,035472114 0,039031362 0,073549567 
7929 0,102057194 0,126448036 0,231268037 0,242461067 0,265253632 0,496412666 

Source: Computed from United Nations COMTRADE Database. 
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 Table 6 compares 1995’s value and share with that of 2004 and besides the items 

cited above, the item 7139 (internal combustion engines parts) also takes place 

among the progressively production sharing items. 

 

Table 6. The 1995 and 2004 Value and Share of Turkey Imports of Parts 

and Components (Identified in the SITC Rev. 2 System) from EU 

 
SITC Rev. 
2 

1995 value of 
Imports ($) 

Share of total 
(%) 

2004 value of 
Imports ($) 

Share of total 
(%) 

7119 10.780.158 0,599154 15.371.462 0,303548 
71319 102.755 0,005711 42.553 0,00084 
7139 89.784.910 4,990184 343.814.119 6,789472 
7149 7.572.430 0,42087 56.186.498 1,109543 
7169 11.800.968 0,65589 20.015.705 0,39526 
71889 6.945.567 0,38603 5.274.859 0,104165 
72119 203.657 0,011319 1.407.476 0,027794 
72129 1.013.987 0,056357 6.385.304 0,126094 
72139 374.164 0,020796 1.016.420 0,020072 
72198 4.038 0,000224 251.281 0,004962 
72199 377.153 0,020962 1.175.865 0,02322 
7239 16.530.839 0,918773 33.515.911 0,661856 
72449 21.664.086 1,204075 36.406.468 0,718937 
72469 29.141.386 1,619658 52.683.906 1,040376 
72479 7.614.007 0,423181 30.993.946 0,612053 
7259 4.611.558 0,256307 11.972.343 0,236424 
72689 103.925 0,005776 507.953 0,010031 
7269 8.763.436 0,487066 14.641.585 0,289135 
72719 87.753 0,004877 1.370.518 0,027064 
72729 3.018.835 0,167785 11.053.748 0,218284 
72819 1.550.450 0,086173 7.646.872 0,151007 
72839 10.742.356 0,597053 17.591.494 0,347388 
72849 20.690.956 1,149989 62.262.387 1,229527 
7369 7.724.631 0,42933 32.066.938 0,633242 
73719 1.173.031 0,065196 3.910.156 0,077216 
74149 20.691.187 1,150002 25.599.279 0,505522 
7429 16.400.934 0,911553 51.556.899 1,01812 
7439 79.177.338 4,400622 40.112.312 0,792118 
74419 1.666.283 0,092611 6.050.104 0,119474 
7449 9.719.623 0,54021 34.936.561 0,68991 
74519 1.156.066 0,064253 6.254.650 0,123514 
74999 10.216.933 0,56785 28.712.486 0,567 
759 47.659.849 2,648902 60.440.917 1,193557 
764 415.615.950 23,09965 883.096.024 17,43895 
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77129 12.699.209 0,705813 9.722.251 0,19199 
772 245.495.818 13,64449 577.679.198 11,40772 
77579 1.390.763 0,077298 3.893.820 0,076893 
77829 4.943.604 0,274762 362.188 0,007152 
77889 4.050.996 0,225152 1.176.185 0,023227 
784 601.231.762 33,41605 2.444.746.764 48,27766 
78539 4.893.436 0,271974 7.470.930 0,147532 
78689 19.238.810 1,06928 57.824.423 1,141888 
79199 6.844.191 0,380395 17.279.260 0,341222 
7929 33.760.657 1,876394 39.450.183 0,779043 
TOTAL 1.799.230.445 100 5.063.930.201 100 

Source: Computed from United Nations COMTRADE Database. 
 

 

 The above mentioned tables all indicate that parts of motor vehicles and 

accessories are an outstanding field of foreign outsourcing before and after the 

customs union. 

 

CONCLUSION 

 

  The customs union between Turkey and EU has strengthened the economic 

and commercial ties and as a consequence, the trade volume of Turkey with the EU 

has been enlarged. Turkish total imports from EU has increased 96 %, total exports 

also have been increased 210 percent from 1996 to 2005. Through out this paper it is 

expected to find increasing production sharing between EU and Turkey after the 

customs union because of Turkey’s geographical proximity to the region and the 

existence of huge Turkish population in Europe but for the period under examination 

there is a steady rise in the Turkish imports of parts and components from EU 

implying the neutrality of customs union effect. This case partly can be interpreted 

with the years of crises 2000 and 2001 taking place in the second period causing a 

downward bias in our calculations.  

 

  

  Although the total value of imports of parts and components in 2004 has 

increased three times in respect to 1995, the upward trend can easily be explained 

by the general macroeconomic developments (such as changes in exchange rates 

and interest rates) in Turkish economy rather than the formation of the customs union 

between Turkey and EU. 
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  Motor vehicles and accessories is a promising field for production sharing 

because of Turkey’s large and rich domestic market.  
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