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ABSTRACT

DO REGIONAL TRADE AGREEMENTS ACTUALLY INCREASE
TURKEY’S FOREIGN TRADE?

MAVUS KUTUK, Merve
M.Sc., Department of Economics
Supervisor: Assoc. Prof. Dr. Elif Akbostanc1 Ozkazang

June 2015, 110 Pages

Regional trade agreements (RTAs) have important role in Turkey’s foreign
trade. Turkey, which has a customs union with the European Union (EU),
has to apply the Common Commercial Policy of the EU in line with
obligations arisen from the Customs Union Decision. Within this
framework, attempts to sign free trade agreements (FTAs) with countries
which have a FTA with the EU have been maintained. In the current
situation, Turkey has FTAs with 20 countries and Turkey’s foreign trade
with the EU members is conducted under provisions of the Customs Union
Decision. The aim of this study is to analyze whether the RTAs of Turkey
are an increasing factor in her foreign trade or not. In the study, Turkey’s
foreign trade with 126 countries or country groups is analyzed using the
gravity model. Impacts of the RTAs on Turkey’s foreign trade are measured
through panel data estimations of the classical gravity model extended by
variables defined for RTAs and fixed effects. In this regard, empirical

evidences reveal that the Customs Union does not affect Turkey’s export but
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it is an increasing factor in import of Turkey. Also, it is obtained that the
FTAs do not have any impact on either export or import of Turkey.

Keywords: Gravity model, customs union, free trade agreements, foreign

trade, Turkey.
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BOLGESEL TICARET ANLASMALARI TURKIYE’NIN DIS
TICARETINI ARTIRTYOR MU?

MAVUS KUTUK, Merve
M.Sc., Department of Economics
Supervisor: Assoc. Prof. Dr. Elif Akbostanci Ozkazang

Haziran 2015, 110 Sayfa

Tirkiye’nin dig ticaret politikasinda bolgesel anlagmalar 6nemli bir yere
sahiptir. Avrupa Birligi ile Giimriik Birligine sahip olan Tiirkiye, bu
anlasmadan dogan sorumluluklar1 dogrultusunda Avrupa Birligi ile ortak dis
ticaret politikas1 uygulamakla yilikiimliidiir. Bu politika kapsaminda Avrupa
Birligi’nin serbest ticaret anlasmasina (STA) sahip oldugu iilkelerle STA
imzalama girisimleri siirdiriilmektedir. Tiirkiye, mevcut durumda 20 {tlke
ile STA’ya sahip olup Avrupa Birligi iilkeleri ile olan dis ticaretini de
Glimriik Birligi Karar1 kapsaminda yiiriitmektedir. Bu ¢aligmanin amaci,
Tiirkiye’nin taraf oldugu bolgesel ticaret anlagsmalarinin Tiirkiye’nin dig
ticaretini artirict bir unsur olup olmadiginmi arastirmaktir. Calismada, 1992-
2013 wyillar1 arasinda Tiirkiye’nin 126 {ilke veya {ilke gruplan ile

gerceklestirdigi dis ticaret ¢ekim modeli lizerinden incelenmektedir. Cekim
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modeli denklemi geleneksel degiskenlerin yaninda bolgesel ticaret
anlagsmalar1 ve sabit etkiler degiskenleri ile genisletilip panel veri analizi
yontemleri ile tahmin edilerek bolgesel ticaret anlagmalarinin Tiirkiye’ nin
dis ticareti tizerindeki etkisi tespit edilmektedir. Bu kapsamda, elde edilen
bulgular Glimriikk Birligi’nin Tiirkiye’nin ihracatini etkilemedigini ancak
ithalatinda artiric1 bir unsur oldugunu ortaya koymaktadir. STA’larin ise
Tiurkiye’nin hem ihracatt hem de ithalati iizerinde etkisi bulunmadig:

sonucuna ulasilmaktadir.

Anahtar Kelimeler: Cekim modeli, giimriik birligi, serbest ticaret

anlagmalari, dis ticaret, Tiirkiye.
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CHAPTER 1

INTRODUCTION

Turkey’s official foreign trade policy was import substitution until 1980.
Policy makers had aimed to increase the domestic production instead of
foreign trade. In this framework, Turkey had applied high tariff rates and

quotas in order to protect domestic industries.

Due to economic instabilities and unintended results of the policies,
economic policies applied until 1980 was abandoned by the Stabilization
Program of 24 January 1980. The program suggests implementation of more
liberalized open economy policies such as the switch in the exchange rate
regime, liberalization of the foreign trade and export incentive schemes. In
line with this shift, Turkey applied to the European Community for full
membership in 1987 (Republic of Turkey Ministry of EU Affairs, 2015).
The application of Turkey was not accepted due to several reasons.
However, the completion of customs union (CU) between the European
Community and Turkey as the Additional Protocol of 13 November 1970
set out was emphasized and suggested by the European Community. Then,
Turkey accelerated the process by fulfilling the obligations towards the
completion of the Customs Union.

After the significant attempts and efforts of Turkey, the Customs Union

Decision between the European Union (EU) and Turkey which is one of the



most important milestones in the Turkey’s foreign trade policy entered into
force on 31 December 1995.

The EU-Turkey Customs Union Decision contains vital articles which
restrict and determine Turkish foreign trade policy. Elimination of some
types of tariff barriers and application of common customs tariffs to third
countries are not the only obligations that Turkey undertook to meet but also
Turkey accepted to apply the Common Commercial Policy of the European
Union. In other words, Turkey is obligated to adopt both common customs
tariffs and preferential trade regime of the European Union. In this context,
according to 16™ article in the Decision (Official Journal of the European
Union, 1996), Turkey accepted to sign free trade agreements (FTAS) with
non-EU countries which had already have a FTA with the EU within five
years starting from the date of entry into force of the Customs Union
Decision (31 December 1995). In addition to the existing FTAs on the date
of entry into force, Turkey has to sign FTAs with non-EU countries which
sign a new FTA with the EU. Moreover, Turkey accepted not to sign any
RTAs without knowledge of the EU according to the 57" article of the
Customs Union Decision. This means that Turkey cannot sign any FTAs
with third countries without permission of the EU. As a result of these
obligations, Turkey cannot sign a FTA with her trade partners without
permission of the European Union; albeit, Turkey has to sign FTAs with the

trade-agreement-partners of the EU with a good or bad grace.

In the light of this information, it is possible to conclude that Turkey does
not have independence in determining her foreign trade policy. In contrast,
Turkey applies the foreign trade policy of the EU. Therefore, the partners of
Turkey in her FTAs are not chosen according to her trade relations with
those countries but according to preferences of the EU. Hence, these

agreements are expected not to be beneficial for Turkey’s foreign trade.



This paper investigates whether Turkey’s regional trade agreements
(RTASs)! including the EU-Turkey Customs Union and the FTAs of Turkey
are beneficial to increase Turkey’s export. In addition to the impacts of the

RTAs on export, impacts on Turkey’s import are also investigated.

In the literature, gravity model estimations are widely accepted and used in
order to measure impacts of RTAs on trade flows. In line with the literature,
gravity model and recent developments in estimation techniques are applied

in this study.

There are several studies using gravity model about Turkey. However, only
the EU-Turkey Customs Union is taken into consideration in those studies.
None of them focus on FTAs of Turkey independently or together with the
Customs Union. To the best of our knowledge, this study is the first attempt

to analyze impacts of all RTAs of Turkey on the foreign trade.

Empirical results show that Turkey’s RTAs do not affect Turkey’s export.
In other words, both the EU-Turkey Customs Union and the FTAs could not
be a driving force for Turkey’s export. However, the European Customs
Union is significantly important on Turkey’s import despite the fact that the
FTAs do not affect Turkey’s import. As a result, the FTAs of Turkey affect
neither export nor import of Turkey in line with the expectations arisen from
the fact that Turkey could not choose her FTA partners due to obligations of
the Customs Union Decision. However, the EU-Turkey Customs Union

affects Turkey’s import positively but no effect on Turkey’s export.

The remainder of the study is organized as follows. The next chapter
presents the Turkish foreign trade policy and state of foreign trade in
Turkey. Chapter 3 gives literature review covering both gravity model and
its empirical applications. Chapter 4 shows details about the dataset, the

methodology used and empirical results. Chapter 5 concludes the study.

! The term of RTAs used in this study refers customs unions and free trade agreements.



CHAPTER 2

TURKISH FOREIGN TRADE

2.1 A Brief Look at Turkey’s Foreign Trade Policy

Turkey’s official foreign trade policy was import substitution policies until
1980. Policy makers had aimed to promote increase in domestic production
instead of foreign trade. In this framework, Turkey had applied high tariff
rates and quotas in order to protect domestic industries. However, import
substitution policies including high tariff barriers applied in Turkey until
1980 could not prevent Turkey from deterioration in the ratio of exports to

imports (Figure 1).
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Figure 1: Ratio of Exports to Imports in Turkey (%)

Source: Turkish Statistical Institute



Due to fact that economic policies applied until 1980 resulted in economic
instabilities and unintended results such as deteriorations in the balance of
payment, higher dependence on imported inputs, foreign exchange gap and
worsening terms of trade, the policies was abandoned by the decisions of 24
January 1980 (Savrul, Ozel, & Kilig, 2013). The decisions included
implementation of more liberalized open economy policies such as the
switch in the exchange rate regime, liberalization of foreign trade and
implementation of export incentive schemes. The shift in the Turkish
economy was observed through the implementation of these decisions
towards more liberalized economy especially after the elections in 1983. In
line with this shift, Turkey applied to the European Community for full
membership in 1987 (Republic of Turkey Ministry of EU Affairs, 2015).
The application of Turkey was not accepted due to several reasons.
However, the completion of Customs Union between the European
Community and Turkey as the Additional Protocol of 13 November 1970
set out was emphasized and suggested by the European Community. Then,
Turkey accelerated the process by fulfilling the obligations towards the
completion of the Customs Union.

After the significant attempts and efforts of Turkey, the Customs Union
Decision between the EU and Turkey which is one of the most important
milestones in the Turkish foreign trade policy entered into force on 31
December 1995. The Customs Union Decision provides elimination of
custom tariffs and quantitative restrictions in industrial goods and processed
agricultural products but not in unprocessed agricultural products and coal
and steel products. Moreover, Turkey and the EU countries apply common

custom tariffs and preferential tariff policies to third countries.

The Customs Union Decision contains vital articles which restrict and
determine Turkish foreign trade policy. Besides the elimination of some
types of tariff barriers and application of common customs tariffs to third

countries, Turkey also accepted to implement the Common Commercial



Policy of the European Union. In other words, Turkey is obligated to adopt
both common customs tariffs and preferential trade regime of the European
Union. In this context, according to 16" article in the Decision (Official
Journal of the European Union, 1996), Turkey accepted to sign RTAs with
non-EU countries which had already have a RTA with the EU within five
years starting from the date of entry into force of the Customs Union
Decision (31 December 1995). In addition to the existing FTAs on the date
of entry into force, Turkey has to sign FTAs with non-EU countries which
sign a FTA with the EU. Moreover, Turkey agreed to not signing any RTAs
without the permission of the EU according to the 57" article of the
Customs Union Agreement. As a result of these obligations, Turkey cannot
sign a FTA with her trade partners without permission of the European
Union; however, Turkey has to sign FTAs with the trade-agreement-
partners of the EU with a good or bad grace.

In the light of this information, it is possible to conclude that Turkey cannot
promote a foreign trade policy independently; thus, Turkey applies the
foreign trade policy of the European Union. Therefore, the FTA partners of
Turkey are not chosen according to her trade relations with those countries
but according to preferences of the EU. Hence, these agreements are

expected not to be beneficial for Turkey’s foreign trade.

In addition to the provisions mentioned above, it is important to emphasize
that each RTA of the EU poses a risk for Turkish economy due to
unwillingness of some trade agreement partners of the EU in signing FTA
with Turkey such as the USA, Canada, Thailand, India, Indonesia and
Algeria. The reason behind being a risk for Turkey is arisen from different
principles of customs union and free trade agreements: free movement and
rule of origin. Since the agreement between the EU and Turkey is a customs
union agreement, the goods covered in the EU-Turkey Customs Union are
traded freely between Turkey and the EU without any internal frontier. In

this free movement, origins of goods do not affect any process. For instance,



any member countries of the Customs Union Decision can export a good
made in a third country (outside of the European Customs Union) to Turkey
under the same conditions of export of a good made in any member
countries to Turkey. However, the rule of origin is applied in FTAs in order
to avoid tariff evasions. In this case, any European Customs Union member
cannot export a good made in Turkey to a FTA partner of the EU under
special treatments defined in FTAs. In the light of this information, each
FTA of the EU of which Turkey could not be a part of generates asymmetric

special treatment to the disadvantage of the Turkish economy.

In order to be more specific, the case of the EU-Mexico FTA is considered
as an example. A good produced in Mexico can be exported from Mexico to
the EU under special provisions due to the EU-Mexico FTA (Figure 2).
Then, this good can be re-exported to Turkey regardless of origin due to free
movement principle defined in the Customs Union. Hence, Mexico can
export her products to Turkey through the EU without any tariff barriers. On
the other hand, although Turkey can export her products with special
provision to the EU due to the Customs Union, those goods -made in
Turkey- cannot be re-exported from the EU to Mexico since the EU-Mexico
FTA requires rule of origin. Thus, Turkish markets become vulnerable due
to this asymmetry. This illustration exhibits only an example and this
asymmetric situation is also valid for each FTA-partners of the EU which

Turkey could not sign an agreement with.
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Figure 2: Asymmetry between Mexico and Turkey: An Example

Turkey has FTAs in force with 20 countries (Table 1). There is only one
FTA of Turkey signed before the Customs Union Decision: the FTA with
four member states of the European Free Trade Association (EFTA). This
agreement is in line with obligations of the Customs Union Decision since
the EU has also a FTA with those four member states of the EFTA. After
the Customs Union Decision, Turkey signed FTAs with 27 countries in line
with obligations mentioned above; however, 11 of them are repealed due to

membership of those countries in the EU (Table 2).



Table 1: Free Trade Agreements of Turkey in Force

Countries _Date of 2y Countries _Date of Entry
into Force into Force
Liechtenstein®  01.04.1992 Syria® 01.01.2007
Norway? 01.04.1992 Egypt 01.03.2007
Switzerland®  01.04.1992 Albania 01.05.2008
Iceland? 01.09.1992 Georgia 01.10.2008
Israel 01.05.1997 Montenegro  01.03.2010
Macedonia 01.09.2000 Serbia 01.09.2010
Elgf;‘;;vina 01.07.2003 Chile 01.03.2011
Palestine 01.06.2005 Jordan 01.03.2011
Tunisia 01.07.2005 South Korea  01.05.2013
Morocco 01.01.2006 Mauritius 01.06.2013

Source: The Ministry of Economy of the Republic of Turkey, 2014

2FTA is signed in the context of the Turkey-EFTA states FTA.

¥ The Association Agreement Establishing a Free Trade Area between the Republic of
Turkey and the Syrian Arab Republic was suspended by the member states on 6 December
2011.



Table 2: Repealed Free Trade Agreements of Turkey

Countries Date of Entry into Date of the Repeal
Force

Romania 1 February 1998 1 January 2007
Lithuania 1 March 1998 1 May 2004
Hungary 1 April 1998 1 May 2004
Estonia 1 July 1998 1 May 2004
Czech Republic 1 September 1998 1 May 2004
Slovakia 1 September 1998 1 May 2004
Bulgaria 1 January 1999 1 January 2007
Poland 4 October 1999 1 May 2004
Slovenia 1 June 2000 1 May 2004
Latvia 1 July 2000 1 May 2004
Croatia 1 July 2003 1 July 2013

Source: The Ministry of Economy of the Republic of Turkey, 2014

In addition to FTAs in force, Turkey has completed FTA negotiations with
six countries displayed in Table 3. The negotiations with Ghana are
completed at the end of 2013 and the agreement is expected to be signed in
2015. Although the agreements between Turkey and the rest of the five
countries were signed, the domestic ratification processes continues to be
entered into force. Besides, Turkey continues her FTA negotiations with
other 13 countries or country groups provided in Table 4. Moreover, Turkey
has attempts to launch FTA negotiations with ten other countries or country
groups: Algeria, the African, Caribbean and Pacific Group of States,
Canada, Central American Countries, India, Indonesia, South Africa,
Thailand, the USA and Vietnam.

10



Table 3: Completed FTA Negotiations of Turkey

Countries

Lebanon

Malaysia

Faroe Islands

Ghana

Kosovo

Moldova

Source: The Ministry of Economy of the Republic of Turkey, 2014

Current Situations

Signed on 24 November 2010
and under domestic ratification
process of Lebanon

Signed on 17 April 2014 and
under domestic ratification
process of both Turkey and
Malaysia

Signed on 16 December 2014
and under domestic ratification
process of both Turkey and
Faroe Islands

Negotiations are completed on
November 2013 and the
agreement is expected to sign
in 2015.

Signed on 27 September 2013
and under domestic ratification
process of both Turkey and
Kosovo

Signed on 11 September 2014
and under domestic ratification
process of both Turkey and
Moldova

11



Table 4: Continuing FTA Negotiations of Turkey

Countries
Cameroon MERCOSUR’
Colombia Mexico
Democratic Republic

Peru

of Congo
Ecuador Seychelles
Gulf Cooperation Singanore
Council (GCC)® gap
Japan Ukraine

Libya
Source: The Ministry of Economy of the Republic of Turkey, 2014

Table 5 depicts the regional trade agreements of the EU. Although the
Customs Union Decision requires the completion of all trade agreements of
the EU by Turkey, the EU has more regional trade agreements than Turkey
has signed since 1995. The reason behind this fact is not due to
unwillingness of Turkey to sign these FTAs, but it is because of
unwillingness of FTA partners of the EU. The unwillingness of those
countries can arise from that they are not obligated to sign FTAs with
Turkey. Turkey has only one different trade agreement than the EU’s FTAs
with Mauritius with the approval of the EU. In addition to existing FTA
partners of the EU listed in Table 5, the EU conducts FTAs negotiations
with other countries provided in Table 6. Those countries can be evaluated
as potential FTA partners of Turkey.

* MERCOSUR whose members are Argentina, Brazil, Uruguay, Paraguay and Venezuela is
a regional bloc in The South America.

® The GCC, whose members are United Arab Emirates, Saudi Arabia, Qatar, Oman,

Kuwait, and Bahrain, suspended all trade agreements negotiations with third countries
including Turkey.
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Table 5: The EU’s Regional Trade Agreements in Force

Customs Union Agreements

Countries Date of Entry into Force
Andorra 01.07.1991
Turkey 31.12.1995
San Marino 01.12.1992
Faroe Islands 01.01.1997

Free Trade Agreements

Albania 01.04.2009
Algeria 01.09.2005
EZ:;Z?% . 01.07.2008
Cameroon Pending
CARIFORUM States® Provisionally applied since 01.12.2008
Central America Provisionally applied since 01. 08.2013
Chile 01.02.2003
Colombia 01.08.2013
Egypt 01.06.2004
Georgia Under ratification
Iceland 01.04.1973
Iraq Provisionally applied since 01. 08.2012
Israel 01.06.2000
Ivory Coast Pending
Jordan 01.05.2002
Lebanon 01.03.2003
Liechtenstein 01.01.1973
Macedonia 01.05.2004
Mexico 01.07.2000

® CARIFORUM States are Antigua and Barbuda, Bahamas, Barbados, Belize, Dominica,
The Dominican Republic, Grenada, Guyana, Haiti, Jamaica, Saint Lucia, Saint Vincent and
the Grenadines, Saint Christopher and Nevis, Suriname, Trinidad and Tobago.
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Table 5 (cont’d): The EU’s Regional Trade Agreements in Force

Montenegro 01.05.2010
Morocco 01.03.2000
Norway 01.07.1973
Palestinian Authority 01.07.1997
Serbia 01.02.2010
South Africa 01.01.2000
South Korea 01.07.2011
Switzerland 01.01.1973
Syria 01.07.1977
Tunisia 01.03.1998
Ukraine Provisionally applied since 01. 11.2014

Source: EU Trade Commission

Table 6: The EU’s Free Trade Agreement Negotiations

Countries
ASEAN’ India Moldova
African, Caribbean and .
Pacific Countries 1t MUEHIE
Andean Community Iraq Singapore
Azerbaijan Japan Thailand
Belarus Kazakhstan USA
Canada Libya Vietnam
China Malaysia
Gulf Cooperation MERCOSUR

Council (GCC)
Source: EU Trade Commission

" ASEAN countries are Brunei, Cambodia, Malaysia, Myanmar, Philippines, Singapore,
Thailand, Vietnam, Indonesia, and Laos.

14



2.2 State of Foreign Trade in Turkey

Export and import of Turkey have an upward trend both in nominal and real
terms (Figure 3 and 4). The increases in trade flows become higher
especially after 2000s. As of 2014 Turkey has 158 Billion US Dollar

export and 242 Billion US Dollar import in nominal terms.

As a characteristic of Turkish foreign trade, Turkey can be classified as a
country having trade deficit. Moreover, trade deficit has been widening in

general except some certain years.

300,000 - - -120,000
Trade Balance (Right Axis and Reverse
Order)
2 1 -1
50,000 Total Export of Turkey 00,000
200,000 - Total Import of Turkey - -80,000
150,000 - -60,000
100,000 - -40,000
50,000 - -20,000
0 - 0

1969 1974 1979 1984 1989 1994 1999 2004 2009 2014

Figure 3: Nominal Trade Flows and Trade Balance in Turkey (Million US
Dollar)
Source: Turkish Statistical Institute

® The data for 2014 is still provisional in Turkish Statistical Institute.
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160,000 - - -70,000

140,000 - Real Trade Balance (Right Axis and - -60,000
Reverse Order)

120,000 - Real Export Volume - -50,000
100,000 - Real Import Volume - -40,000
80,000 -

- -30,000
60,000 -
40.000 - - -20,000
20,000 - - ~10.000

0 - ; 0

1969 1974 1979 1984 1989 1994 1999 2004 2009

Figure 4: Real Trade Flows and Real Trade Balance in Turkey (Million,
1998 US Dollar)

Source: Turkish Statistical Institute

Figure 5 provides export volume index of Turkey. It is shown that the rate
of increase in the export volume has been increased especially after 2000.
This period coincides with the periods that global world trade volume has
also been increased and post-crisis period in 2001. Parallel to this increment
in the export volume, unit value of export also has an upward trend since
2000 (Figure 6).

140 -

120 +

100 A Export Volume Index (2010=100)
- = = -Trend for 1982-1999
8o 4 ¢ Trend for 2000-2014

60

40

20

O T T T T T T T T
1982 1986 1990 1994 1998 2002 2006 2010 2014

Figure 5: Turkey’s Export Volume Index (2010=100)
Source: Turkish Statistical Institute
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Figure 6: Turkey’s Export Unit Value Index (2010=100)

Source: Turkish Statistical Institute

In addition to increases in volume and unit value of export in Turkey, shares
of export and import of goods and services in GDP has risen since 1987°
(Figure 7). Therefore, importance of trade flows has increased as

contributions of export and import become higher.

% Since Turkish Statistical Institute does not provide GDP series before 1987, the shares of
export and import of goods and services could not be calculated for the period before 1987.
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Figure 7: Export and Import of Goods and Services to GDP (%)
Source: Turkish Statistical Institute

Most important trade partner of Turkey in 1980 and 2013 are provided in
Table 7 and 8. In both years, the highest portion of Turkey’s export is to
Germany but her share has decreased from 20,75 percent to 9,03 percent
through 1980 to 2013. In the case of export, although Germany, Italy,
Russia, France, USA and United Kingdom sustained their position in top 10,
Switzerland, Syria and Poland are replaced with United Arab Emirates,
Spain and Iran. In the case of imports, top traded partner countries changes a
bit compared to that of export. Germany, Iran, the USA, France,
Switzerland, Italy sustains their positions in top 10 in import but Iraqg, Libya,
United Kingdom and Romania are replaced by Russia, China, Spain and

India.

1% Export and import of goods and services are from components of expenditure on the
GDP at current prices.
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Table 7: Top 10 Trade Partners of Turkey in 1980

Export
Country Share (%)
Germany 20,75
Italy 7,51
S
France 5,63
Iraq 4,63
USA 4,38
Switzerland 4,31
E?r:geddom 3,59
Syria 3,54
Poland 3,23

Import

Country
Iraq

Germany
Iran

Libya

USA
France
Switzerland

United
Kingdom

Italy

Romania

19

Share (%)
15,64
10,59

10,15

9,84
5,59
4,76
4,40

4,01

3,79
3,30

Source: Turkish Statistical Institute



Table 8: Top 10 Trade Partners of Turkey in 2013

Export Import
Country Share (%) Country Share (%)

Germany 9,03 Russia 9,96
Iraq 7,87 China 9,81
Einritgeddom 5,79 Germany 9,61
Russia 4,59 Italy 5,12
Italy 4,43 USA 5,01
France 4,20 Iran 4,13
USA 3,72 Switzerland 3,83
UAE 3,27 France 3,21
Spain 2,86 Spain 2,55
Iran 2,76 India 2,53

Source: Turkish Statistical Institute

Descriptive statistics show that the importance and volume of trade flows in
Turkish economy has risen especially by economic liberalization policies
since 1980. The role of regional trade agreements of Turkey in this increase

is the main research question of this thesis.

In order to analyze importance of regional trade agreements of Turkey,
firstly, real export index of Turkey is calculated using quarterly data for
yearly export. Nominal export values in US Dollar are converted to real
terms using the US consumer price index. Real export value of Turkey to
her agreements partners are calculated in terms of US Dollar in the first
quarter of 1998. Then, the quarters that RTAs of Turkey become effective
are denoted as “quarter 0”. The quarters before and after the quarter that
those agreements become effective —quarter 0— are denoted using negative
and positive numbers respectively. For instance, “-5” shows five quarters
earlier than an agreement becomes effective and similarly “10” shows ten

quarters after an agreement enters into force. Then, real export of Turkey to
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her trade agreement partners are equalized to 100 at quarter O and real
export index of Turkey is obtained. Those indexes are displayed in Figure 8
to 12. Figure 8 illustrates that Turkey’s real export to Iceland has increased
especially after 20 quarters later than the Turkey-EFTA FTA. However,
there exists a dramatic upward and downward movement during the whole
period. The real export to Norway and Israel shows more stable upward
trend. As can be seen from Figure 8, the real export to Switzerland does not

change for a long period of time after effectiveness of the FTA.

2000 - !
Iceland ,
1
= Norway !
1600 - Switzerland
Israel E
1200 - ,
|
1
|
800 - ;
| i
i o
1
400 - ;
0

Figure 8: Real Export of Turkey to Iceland, Norway, Switzerland and Israel
(Index)

Source: Turkish Statistical Institute and Author’s Calculations

Real export index of Turkey calculated for Macedonia, Bosnia-
Herzegovina, Palestine and Tunisia are shown in Figure 9. Although real
export to Macedonia does not show a significant jump after the FTA, the
real export with other three partners increases after the FTA. The export to
Bosnia-Herzegovina rises rapidly between quarters 15 to 20 but it could not
be sustained in later periods. Also, the export with Palestine significantly

increases.
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Figure 9: Real Export of Turkey to Macedonia, Bosnia-Herzegovina,
Palestine and Tunisia (Index)

Source: Turkish Statistical Institute and Author’s Calculations

The export of Turkey to Albania seems like that the Agreement could not be
a driving force for the trade flow (Figure 10). However, the export to
Morocco and Egypt has an upward trend despite fluctuations in some
quarters. The export with Syria also fluctuates around quarter 24 and shows

higher export volume compared to the quarter 0.

Export to recent FTA partners of Turkey is shown in Figure 11. Despite the
fact that it is early to interpret the impacts of recent FTAs, as it is clear from
the Figure 11, real export to South Korea shows a downward movement
rather than upward. Export to Georgia also decreases after the entry into
force of the Agreement but then it recovers. The highest jump among these

six countries in the Figure 11 is observed in Chile.
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Figure 10: Real Export of Turkey to Morocco, Syria, Egypt and Albania

(Index)

Source: Turkish Statistical Institute and Author’s Calculations
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Figure 11: Real Export of Turkey to Georgia, Serbia-Montenegro, Chile,
Jordan, South Korea and Mauritius (Index)

Source: Turkish Statistical Institute and Author’s Calculations

In Figure 12, real export index of Turkey for fifteen EU members, which

constitute the EU when the Customs Union Decision became effective at the
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end of 1995, are shown. Trend of real export index of Turkey to the EU-15
does not change until 30 quarters later than the Decision but it shows
significant increase between 30™ and 55" quarter. This period corresponds
to the years between 2003 and 2009 in which Turkey has a high growth
performance. After reaching highest level in 55" quarter around 2009, it
fluctuates and could not reach the highest level achieved in 2009. This
observation in Turkish export to the EU after 2009 is in line with the global
crisis emerged at the end of 2008 and European debt crisis observed starting
from 2010.

500 -
400 -
300 -
200 -

100 -

T T T T T T T T T T T T T T
OO OLOLOLOWLOL OO O OLWO
M N N A A NANOMHMITITOHLW O ON~MNOWD

Quaters

Figure 12: Real Export of Turkey to EU-15 (Index)

Source: Turkish Statistical Institute and Author’s Calculations

In most of the cases displayed from Figure 8 to 12, real export to the RTA
partners increases. However, Turkey’s real export also increases through
this period. Hence, it is substantial and more meaningful to analyze whether
share of export from Turkey to the RTA partners in total export of Turkey
increases after the Agreements become effective or not. In order to observe
this impact, yearly export to RTA partners in total export are calculated

using quarterly data. In line with the previous analysis displayed in Figure 8
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to 12, the shares are equalized to 1 in the quarter O — the quarter of entry into

force —for each agreement and then series are clustered.

Exports of Turkey to four RTA partners —Iceland, Norway, Switzerland and
Israel- in total export of Turkey are illustrated in Figure 13. Export to
Switzerland increases slightly after the Agreement but the upward
movement loses its momentum. Export shares of other three countries does
not increase; in contrast, it decreases to low levels and do not increase

trough whole time period after quarter 0.
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Quaters

Figure 13: Export Shares of Iceland, Norway, Switzerland and Israel in
Total Export (Index)
Source: Turkish Statistical Institute and Author’s Calculations

Export shares of another four RTA partners — Macedonia, Bosnia-
Herzegovina, Palestine and Tunisia- are provided in Figure 14. Similar to
Switzerland in previous figure, increments on export shares are observed in
Macedonia. However, shares of the other RTA partners declines after the

agreements.
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Figure 14: Export Shares of Macedonia, Bosnia-Herzegovina, Palestine and

Tunisia in Total Export (Index)
Source: Turkish Statistical Institute and Author’s Calculations

In Figure 15, the index is computed for Morocco, Syria, Egypt and Albania.
According to the latest data available, only Albania has a higher share
compare to the date of entry into force of the agreements. Export shares of
three FTA partners of Turkey have a downward trend despite the

fluctuations.
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Figure 15: Export Shares of Morocco, Syria, Egypt and Albania in Total

Export (Index)

Source: Turkish Statistical Institute and Author’s Calculations

The same index is calculated for the last FTA partners of Turkey in Figure
16. Although it is early to conclude that those FTAs could not create
additional shares in Turkey’s export, the data available shows that Turkey
could not increase exports to those countries except Serbia-Montenegro in

total export.
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Figure 16: Export Shares of Georgia, Serbia-Montenegro, Chile, Jordan,

South Korea and Mauritius in Total Export (Index)

Source: Turkish Statistical Institute and Author’s Calculations

Finally, share index for RTAs partners of Turkey is also computed for
fifteen European Union countries and reported in Figure 17. As is shown in
the figure, share of exports to EU-15 in total export show an increment
throughout the period especially 45 quarters later. The last value of the
index takes value of around 1.4. This means that share of EU-15 increases
almost 40 percent compared to the date of entry into force of the Customs

Union Agreement.
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Figure 17: Export Shares of EU-15 in Total Export (Index)

Source: Turkish Statistical Institute and Author’s Calculations

In the light of share indexes calculated for all RTAs partners of Turkey, it
can be considered that exports to the FTAs of Turkey does not increase
significantly in overall assessment except outliers. However, exports to the

EU-15 shows an increase compared to the other RTAs partners.

In this section, analysis provided above covers overall trade flows between
Turkey and her RTA partners. Moreover, exports and imports of covered
goods in RTAs between Turkey and her partners can provide additional
information regarding coverage of special provisions of each RTA. Hence,
trade flows of covered goods in the agreements between Turkey and her
trade partners are calculated for Turkey’s RTA partners. In general, FTAs
generally provides removal of custom tariffs for manufactured goods and
limited elimination of custom tariffs for restricted agriculture products. The
share of manufactured products in total export and import constitute high
portion of the total trade. Approximate shares of trade in manufactured
goods with RTA partners of Turkey are calculated and provided in
Appendix.A. The statistics show that high portion of Turkey’s trade flows

with her RTA partner is non-agriculture products. In general, it can be
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claimed that share of manufactured goods in export and import of Turkey
with her RTA partners is more than 80 percent in almost all cases. Hence,
the scope and coverage of the agreements is broad enough and there is no
need for special attention in product differentiation instead of interpretation

of total trade.

In conclusion, general information about Turkey’s foreign trade policy and
importance of the Customs Union Decision is emphasized in this section.
Obligation arisen from the Customs Union Decision is introduced and the
details about FTA partners of Turkey are provided. Then, some indices
related to export flows of Turkey are calculated in order to understand
whether Turkey’s export to her RTA partners increased or not. The
empirical evidences in general show that Turkey’s export to her FTA
partners does not increase as policy makers expected. However, this result is
not surprising due to the fact that Turkey does not own any right to choose

her FTA partners as mentioned above.
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CHAPTER 3

LITERATURE REVIEW

3.1 Literature on the Gravity Model

The name of the Gravity Model in international economics actually comes
from Newton’s universal gravitation law which came up in 17th century.
According to the Newton’s law, the gravity force between any two bodies is
positively related to the product of the masses of bodies and negatively
related to the square of their distance between them (Cohen, 1999). In line
with Newton’s law, the size of economies positively affects the trade
between two countries, and trade costs including distance affect it

negatively.

In most of the empirical studies, the gravity equation is estimated using

cross sectional data as follows:
Xiie =B yPry B2 pPBs o BaLij o BsCBij o BeRT Ajje (1)
gyt — Po%ie it “ij ijt

where X;;, denotes trade flow from exporter country i to importer country j

at time t, Y;; is gross domestic product (GDP) of exporter country i at time

t, Y, is GDP of importer country j at time t, D;; denotes the distance
between exporter country i and importer country j, L;; is a dummy variable

for common language as stated in Equation (2).
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)

L = {1, country i and j share a common language
U |0, otherwise

Similarly, another dummy variable CB;; is a dummy variable for common

land border as in Equation (3).

1, countryiand j share a common land border
0, otherwise

Moreover, RTA;;; is another binary variable which provides the information
whether country i and j have a regional trade agreement such as preferential
trade agreement, free trade agreement and customs union at time t
(Equation 4).

1, countryiand j has a RTA at timet

RTAije = {O, otherwise

(4)
The idea behind this model is that a country’s export supply and import
demand depends on its economic size (Y;, Y; respectively) and trade flow
between any country is affected by trade costs such as distance as a proxy
for transportation costs, dummy variables for common language, common
border and regional trade agreements as proxies for other types of trade
costs.

The gravity equation to analyze trade flows is econometrically estimated
firstly by Jan Tinbergen (1962). The equation utilized in his study is similar
to Equation (1) without any time dimension and the dummy variable for a
common language. He investigated the impacts of inclusion in the British
Commonwealth and the Benelux Economic Union. Empirical results
suggest that the model is very powerful to explain trade flows. Moreover, he
obtained statistically insignificant impact of membership in the Benelux
Economic Union and statistically significant but too low (5%) impact of

involvement in the British Commonwealth on trade flows.
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After the introduction of gravity equation by Tinbergen (1962), gravity
model has been used in empirical studies in international economics. One of
the early studies belongs to Péyhonen (1963). He analyses foreign trade
between ten European countries in a particular year, specifically 1958. In
the analysis, exports are explained by national incomes of exporter and
importer countries and trade costs which is measured in terms of distances.
In contrast to the Tinbergen, Péyhonen does not investigate effects of
common characteristics of trade partners or agreements. Another early
study of gravity-based trade models is conducted by Linnemann (1966). In
his book, he tries to figure out export and import demand elasticities. He
estimates both export and import separately using 80 countries for a
particular year, 1959. In addition to national incomes of exporter and
importer countries, he uses populations of trade partners in order to capture
national income per capita. Distance among trade partners are also used as
an explanatory variable and average effects of trade blocs -British
Commonwealth and French trade bloc- on trade flows are tried to be
measured. After these studies in 1960s, a few other examples of gravity-
based empirical trade models are used such as by Aitken (1973) and Sapir
(1981). Despite high explanatory powers of those empirical studies with the
gravity model, they lacked of theoretical backgrounds. Theoretical

foundations of gravity model are developed in later studies.

The study of Anderson (1979) can be classified as the first significant
attempt to provide theoretical foundations of the gravity model that can be
easily understood from the name of his article. In the study, a model with
Armington assumption is constructed. In other words, the model allows
discrimination of products according to origin —where they are produced-. In
line with this assumption, demands of consumer are allowed to be different
for a product produced in different places. In the model, there are no non-

tradable goods or no country which do not participate in international trade.
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Hence, national income is equal to the summation of domestic and

international demand for all goods.

Following the attempt of Anderson (1979), other approaches to introduce
theoretical background of gravity-based trade models are provided by
Bergstrand with two different studies in 1985 and 1989. He presents the
gravity model as a version of monopolistic competition trade model
developed by Krugman (1980). After the contributions of Bergstrand in
1980s, Deardorff (1998) refuses that the Heckscher-Ohlin model can be a
theoretical basis for the gravity model as suggested by Krugman (1980) and
Bergstrand (1985 and 1989). Deardorff (1998) add constant elasticity of
substitution price indices in order to capture price levels of countries to
Anderson (1979)’s distance definition. He shows that trade relations
between countries with similar proportions of factor endowments are

stronger compared to other countries with different factor proportions.

Studies to provide a theoretical explanation for the gravity model continue
in the 2000s. Eaton and Kortum (2002) introduce a trade model based on
Ricardian theory with different production technologies in countries. Hence,
they provide a theoretical basis for the gravity model using comparative

advantage approach.

In addition to those studies, another important contribution in the gravity
model literature is introduced by Anderson and van Wincoop (2003). Their
study is widely accepted in international economics which can be
considered as a continuation of the study of Anderson (1979) since main
assumptions and derivations are kept. The most important contribution of
Anderson and van Wincoop (2003) is the introduction of multilateral
resistance terms (MRT). Using MRT notion, they show that relative trade
costs instead of absolute one are important in determination of trade flow
between countries. The term of MRT can also be classified as multilateral

price indices in order to capture different price level in different countries.
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Moreover, Anderson and van Wincoop (2003) show that inclusion of MRT
solves the bias in estimation arisen from omitted variables of price levels of

countries.

In line with the theoretical developments in the literature, considerable
amount of empirical studies are conducted using the gravity model in
different areas other than trade flows such as foreign direct investments,
portfolio investment and migration. For instance, Head and Ries (2008)
apply gravity model approach with contributions of Anderson and van
Wincoop (2003) to explain foreign direct investment. Empirical results in
the study show that development level in the home country which makes
foreign direct investment in another —destination- country is highly
significant and important factor in explaining outflows of foreign direct

investments.

The study of Portes and Rey (2005) is one of the early studies using gravity
model in explanation of portfolio investment. They use a panel data of 14
countries starting from 1989 until 1996 to estimate gravity equation. They
conclude that application of gravity model in portfolio investment strongly
explains equity flows like trade flow. Their empirical results suggest that
international portfolio flows are mainly determined by geographical
components. They also show that market size in home and partner countries,

trading costs and distance also play important role in portfolio investment.

The gravity model is also applied in explanation of migration. The study of
Karemera, Oguledo and Davis (2000) utilize the gravity model in order to
explain migration flows to North America, specifically the USA and
Canada. Based on gravity equation estimations, they argue that income and
population are among major influential components on migration to North
America but the most important factor is population in the home country
from which people migrate to destination country. In addition to these

findings, foreign financial investment and economic growth in the home
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country have negative impacts on migration from home country to
destination country. Furthermore, the study incorporates political variables
in gravity model estimation. They conclude that freedom is positively
related with migration flows; in other words, home countries with less
freedom result in lower migration flows. In general, authors argue that
characteristics in home country are highly significant on migration flows to

North America.

In addition to those studies, the gravity model is widely used to answer a
particular question that is ex-post effects of regional trade agreements on
trade flows like in the case of first example of gravity model estimation by
Tinbergen (1962). For instance, Fukao, Okubo and Stern (2003) use gravity-
based trade model in order to analyze trade diversion effect of the North
American Free Trade Agreement (NAFTA)™. They estimate trade flows in
different sectors and product groups using fixed-effect panel data analysis
estimations for 7 years between 1992 and 1998. Their findings represent
that the most substantial diversion in trade is observed in sectors of textile
and apparel products in the US’s imports from rest two partners of the
NAFTA, Canada and Mexico, but especially from Mexico. Moreover,
authors in their study emphasize importance of product disaggregation.

Tang (2005) also uses gravity-based trade model in his empirical work but
he analyzes three FTAs: NAFTA, Australia New Zealand Closer Economic
Relations Trade Agreement (ANZCER)* and Association of Southeast
Asian Nations (ASEAN). He shows that these three trade agreements have

positive and significant trade creation effects on member states but these

1 The NAFTA is a FTA between the USA, Canada and Mexico which became effective on
1 January 1994,

12 ANZCER is a FTA between New Zealand and Australia. The agreement is effective
since 1 January 1983.

3 The ASEAN is an economic and political association of Brunei, Cambodia, Indonesia,
Laos, Malaysia, Myanmar Philippines, Singapore, Thailand, and Vietnam. The association
was established in 1967 with five countries then number of members increased to ten with
enlargements.
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effects are higher in the case of the ANZCER and ASEAN members. In
trade diversion analysis, it is calculated that the ANZCER tends to decrease
trade with non-member countries in contrast to the ASEAN where trade
with non-member countries increases. Moreover, trade diversion effect of
the NAFTA is estimated as insignificant; in other words, the NAFTA does

not affect trade with non-member countries.

On impacts of RTAs on agriculture sector, Grant and Lambert (2008)
conducted an empirical study. They make two-pillar sector disaggregation:
agriculture and non-agriculture sector. They analyze impacts of trade
agreements on these two sectors. Despite the fact that agriculture is the more
protective sector, it is found that trade agreements are more beneficial for
the agriculture sector compared to the non-agriculture. They suggest that
average treatment effect of RTAs on members’ agriculture trade is around

72 percent whereas it is only 27 percent in non-agriculture trade.

Another study on impacts of trade agreements is conducted by Egger and
Larch (2011). They analyze impacts of trade agreements among 15 EU
members which constitute the European Community —former structure of
the EU- on both existing members and potential member countries*. The
gravity model proposed by Anderson and van Wincoop (2003) is used in the
study. Bilateral trade information of 167 countries between 1990 and 2001
is covered. Empirical results obtained by Egger and Larch (2011) show that
both internal agreement among 15 EU members and trade agreements with
potential member countries result in positive trade creations. Authors also
claim that these agreements cause increase in GDP and welfares of trade

agreement partners.

4 Authors analyze trade agreements of European Union with Potential Member Countries
which are Hungary, Poland, Czech Republic, Romania, Slovak Republic, Estonia, Latvia,
Lithuania and Slovenia.
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However, the results in many studies can be inconsistent about the effects of
the regional trade agreements on trade flows; in other words, the significant
and positive impacts of regional trade agreements on trade flows are not a
common and usual consequence in empirical studies using gravity equation.
For instance, the studies about the effects of the European Free Trade
Association (EFTA)™ are conflicting. Bayoumi and Eichengreen (1997)
found that the EFTA is a strongly trade promoting agreement as a result of
the empirical analysis utilizing gravity equation for 42 years between 1956
and 1992. On the other hand, another study conducted by Soloaga and
Winters (2001) shows statistically insignificant and negative impact of the
EFTA on trade flows among member states in the period from 1980 to
1996.

Another conflicting result appears in the European Economic Community
(EEC). The study of Bayoumi and Eichengreen (1997) suggests that
although there is significant trade diversion effects of the EEC, trade
creation effects are also significant during the period of 1956-1992. Similar
to the study of Bayoumi and Eichengreen (1997), empirical results in the
study of Endoh (1999) indicates that there is positive and statistically
significant trade creation effects of the EEC in the period of 1960-1994.
However, he also finds positive trade diversion effects which shows
significant trade promotion between the EEC member and non-member
countries. Opposite to the findings of these two studies, Soloaga and
Winters (2001) observe significantly negative impacts of EU membership

on trade flows among member countries during 1980-1996.

Considering the ASEAN, empirical results suggest different results. The
research of Soloaga and Winters (2001) presents that impact of the ASEAN
on total import from and export to rest of the world of all members is

> The EFTA -an alternative trade bloc to the European Union (Formerly European
Economic Community and The European Community) is a free trade agreement which was
established in 1960 by seven European member states for the time being, it consists of four
European countries which are Iceland, Liechtenstein, Norway and Switzerland
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positive and significant in gravity model analysis covering 1980-1996.
Despite the positive effects on trade flows as a bloc, the study suggests that
the ASEAN FTA has negative impacts on trade among member states. On
the other hand, another study conducted by Carrére (2006) examines effects
of RTAs on trade flows between 1962 and 1996 and it provides evidence
that shows positive trade creation effects are observed in the case of the
ASEAN FTA. In other words, trade flows among members states are
positively affected by this FTA.

These three regional trade agreements are a few examples among studies
which show conflicting results using gravity equation. The conflicting
results appear due to endogeneity bias of RTAs and differences in
estimation techniques. Baier and Bergstrand (2007) aim to solve estimation
problems related to the effects of RTAs in the gravity model. Their study is
accepted by most of the researchers and their techniques are applied in most
of the studies. Details to the technique applied in the study of Baier and
Bergstrand (2007) is introduced in the next chapter and applied in this
thesis. They show that panel data analysis solves the endogeneity problem
of RTAs contrast to approaches using instrumental variables and control
function. Then, they analyze trade flows among 96 countries covering 52
RTAs between 1960 and 2000. The study suggests that bilateral trade of

RTA members increases 100 percent after 10 years.

3.2 The gravity model and Turkey

There exist empirical studies which uses different versions of gravity
equations with different estimation approaches and data about the Customs
Union Decision between the EU and Turkey. However, to the best of our
knowledge, there is not any study which includes the FTAs of Turkey in the

analysis.

The study of Antonucci and Manzocchi (2006) investigates whether the

Customs Union Decision provides additional foreign trade for these two
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parties —Turkey and the EU members. They use a balanced panel data for 45
countries starting from 1967 until 2001. Firstly, the study shows that the
gravity model approach is an appropriate method in order to explain
international trade flows of Turkey. Moreover, the empirical results in this
study show that there is not enough evidence to claim that the Customs
Union Decision between the EU and Turkey provided additional foreign

trade between parties of this agreement.

Adam and Moutos (2008) investigate the effects of the EU-Turkey Customs
Union on manufacturing export of both Turkey and 15 EU member
countries. They use a gravity model covering 24 countries for 17 year up to
2004. Empirical results in their study suggest that inclusion of Turkey in the
European Customs Union decreases export among 15 European countries;
however, it has a positive impact on export of Turkey to the EU and export
of the EU to the Turkey (Turkey’s import from the EU).

Bilici, Erdil and Yetkiner (2008) also utilize gravity model in order to
evaluate effects of the Customs Union between the EU and Turkey on
Turkey’s trade flow. The study estimates the gravity equation using panel
data with 42 countries starting from 1992 until 2006. The estimated results
suggest the EU has been important in trade flow of Turkey both before and
after the Customs Union Decision. They conclude that the distance between
the EU and Turkey has lost importance after the Customs Union Decision
which leads authors to conclude that the European Customs Union has
increased the EU’s importance in Turkey’s trade flow. However, they
suggest that the Decision did not cause a significant change in foreign trade

of Turkey.

In addition to those studies, Nowak-Lehmann, Herzer, Martinez-Zarzoso
and Vollmer (2007) investigate trade flows between Turkey and the EU in
16 important export sectors of Turkey using gravity equation and panel data

for the period starting from 1988 until 2002. The estimation results suggest
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that trade in industrial goods —only some of them covered in the study- has
increased too little after the Customs Union. However, it is indicated that if
agricultural products are covered in the EU-Turkey Customs Union, authors

expect significant increase in Turkey’s agricultural product exports to the

EU.

All of those studies are provided in this section uses gravity model to
estimate Turkey’s trade flows and the role of the Customs Union Decision.
In this thesis, gravity model is also used since the gravity model is the most
preferred model in explanation of trade flows and impacts of regional trade
agreements. However in this study, recent techniques developed by
Anderson and van Wincoop (2003) and Baier and Bergstrand (2007) are
used in order to solve endogeneity bias of RTAs. In addition to this, the
most important contribution of this study is to evaluate impacts of all RTAs
of Turkey — the Customs Union with the EU and all FTAs in force or
revealed-. In other words, this study does not only concentrate on the
Customs Union Decision since the FTAs are one of the important part of the
Customs Union due to obligations mentioned in Chapter 2. In addition,
using broader data set, higher number of countries and larger time period is
another contribution of this study.

3.3 Studies related to Turkey’s regional trade agreements without

gravity model

Alongside the studies using gravity model, there exist other empirical papers
which try to figure out the impacts of the Custom Union Decision on
Turkish economy. One of the studies is of Neyapti, Taskin and Ungor
(2007). They use an econometric model including conjectural variables
other than the gravity model for Turkey’s foreign trade over the period
1980-2001. They conclude that the Customs Union Decision between
Turkey and the EU affected Turkey’s trade flow positively.
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In addition to the econometric studies about the impacts of the Customs
Union, there are also computable general equilibrium (CGE) analyses for
ex-ante forecasts. In the study of Mercenier and Yeldan (1997), an
intertemporal general equilibrium model is applied. They indicate that
negative consequences for Turkish economy can be observed since the
Custom Union Decision can deteriorate terms of trade of Turkey arisen from
removal of custom tariffs of Turkey against the EU. On the other hand, the
study of Mercenier and Yeldan (1997) also argues that if Turkey becomes a
member of the EU, then the overall impact on Turkish economy becomes
positive since membership of the EU brings elimination of non-tariff

barriers together with removal of customs tariffs.

Another ex-ante study is conducted by Harrison, Rutherford and Tarr
(1997). They use a computable general equilibrium model and forecast
possible impacts of the Turkey-EU Customs Union on Turkish economy.
The study shows that the European Customs Union can generate positive
impacts on Turkish economy; specifically welfare gains which is equal to 1
- 1,5 percent of GDP. Authors also argue that this dramatic increase in
welfare of Turkey is arisen from small trade diversion effect faced by

Turkey.
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Table 9: Summary of Quantitative Studies about the Customs Union between Turkey and the EU

Study

Antonucci and Manzocchi
(2006)

Adam and Moutos (2008)

Bilici, Erdil and Yetkiner
(2008)

Nowak-Lehmann, Herzer,
Martinez-Zarzoso and
Vollmer (2007)

Neyapti, Taskin, and Ungér
(2007)

Mercenier and Yeldan
(1997)

Harrison, Rutherford and
Tarr (1997)

Aim

The impact of the CU Agreement on
trade flows between Turkey and EU
members

The impact of the CU Agreement on
manufacturing trade flows between
Turkey and EU members

The impact of the CU Agreement on
Turkey’s trade flow with the EU

The impact of the CU Agreement on
Turkey’s trade flow with the EU in
16 specific sectors

The impact of the CU Agreement on
Turkey’s trade flow

Economic impacts of the CU on
Turkish economy

Economic impacts of the CU on
Turkish economy

Estimation Method

Gravity Model with panel
data for 45 countries
between 1967 and 2001

Gravity Model with panel
data for 24 countries
between 1988 and 2004

Gravity Model with panel
data for 42 countries
between 1992-2006

Gravity Model with panel
data between 1988-2002

Panel data estimation with
150 countries between
1980-2001

Intertemporal general
equilibrium analysis

Computable general
equilibrium analysis

Result

The study does not support that additional
trade between the EU and Turkey are
observed after the CU.

The study supports that the CU has a
positive impact on both Turkey’s and the
EU’s manufacturing export to each other.

The study supports that the importance of
the EU in Turkey’s trade flow increased
after the CU but the CU does not cause any
significant change.

Trade in industrial goods —only some of
them covered in the study- has increased too
little after the CU.

The Customs Union Decision between
Turkey and the EU affected Turkey’s trade
flow positively.

The CU could cause negative impacts on
Turkish economy.

The CU could create welfare gains equal to 1
to 1,5 percent of GDP in Turkey.






CHAPTER 4

MODEL, DATA AND EMPIRICAL RESULTS

In previous sections, it is shown that Turkey’s export and import volume
have increased. The purpose of this chapter is to examine the role of the
RTAs in the expansion of trade flows in Turkey. Due to the fact that the
topic of this study is an ex-post question, gravity model estimation is
preferred in order to analyze whether the RTAs has a positive or negative

role in Turkey’s trade flows.

A frequently used baseline gravity equation is displayed in Equation (5)

which is the logarithmic form of Equation (1) displayed in previous section.

InXijs = Bo + P1(InY) + ﬁz(lant) + B3(InDIST;;) + Ba(Li;) + Ps(CByj)
+ Be(RTA;jt) + &t (5)

Xije is the real trade flow'® from country i to partner country j at time t.
Moreover, Y;; and Y, is the real GDP levels of country i and j at time ¢,
respectively. DIST;; denotes the distance between country i and partner
country j, L;; is a dummy variable for common language of country i and
partner country j. Similarly, another binary variable CB;; is for common
land border of country i and her partner country j. RTA;;, is another dummy

variable which provides the information whether country i and country j has

1® Real trade flow can be real export, real import or real total trade level.
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a regional trade agreement or not. In other words, RTA;;, takes the value of

1 when both country i and country j are members of a regional trade

agreement such as a FTA or customs union.

Due to the fact that this study only focuses on the RTAs of Turkey and their
impacts on Turkey’s trade flows, namely export and import, country I
denotes Turkey. The gravity equation is modified for in this study is shown

in Equation 6.

InXrrjt = Bo+ B1(InRGDPrgj) + Bo(InDISTrgj) + Bs(Lrg;) +
Bs(CBrrj) + Be(RTArgj:) + &ij¢
(6)

Xrgje is real trade flow from Turkey to partner country j at time t. Instead of
separate real GDP of two trade partners (Y;, and Y;.), total real GDP levels
of Turkey and country j is used and denoted as [nRGDPrgj,. The reason
behind this is the fact that Turkey’s real GDP is same for all cross section;
in other words, it is not cross-variant variable. Hence, perfect
multicollinearity problem arises when fixed effects are included in the
model. Therefore, total real GDP of Turkey and her trade partner are used in
Equation 6. Similar to the Equation 5, DISTrg; denotes the distance
between Turkey and her trade partner country j, Lrg; is a dummy variable
taking value of 1 (one) when Turkey and her trade partner country j share a
common language'’. Similarly, another binary variable CBrg; takes value of
1 (one) when Turkey and her trade partner country j share a land border.
RT Argjq is the last dummy variable which provides the information whether

Turkey and country j has a regional trade agreement or not. In other words,

7 Common language variable do not fit in Turkish case due to the fact that Turkey has a
common language only with Bulgaria and Cyprus. Since Turkey has limited trade relations
with Cyprus after the EU membership due to political reasons, the dummy variable defined
for a common language does not show economically meaningful results. Therefore, the
binary variable for a common language is not used in estimations.
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RTArgj. takes the value of 1 when Turkey and country j are members of a

regional trade agreement.

In an attempt to analyze impacts of Turkey’s FTAs and European Customs
Union separately, RTArg;. is split into two: CUrgj; and FTAggj; as

explained in Equation (7) and (8).

1, Turkey and country j are members of a CU

CUrrje = {O, otherwise (")
_ (1, Turkey and country j has a FTA
FTArrje = {O, otherwise 8)

In estimation of the model in (6), the time period is determined starting from
1992 to 2013. Since yearly data is used in the analysis the time span is 22
years. Also, trade flows with 126 trade partners of Turkey*® are used in the
data set. There are missing trade flows for some countries in some years.
For example, some countries do not exist in certain period of time, or there
are zero trade flow in specific years. In the estimation, non-zero trade flows
are taken into consideration similar to the methodology of Baier and
Bergstrand (2007). Therefore, the unbalanced panel data is obtained for 126
country or country groups in 22 years.

In addition those variables, four binary variables for crisis periods are
defined in order to capture impacts of those periods on trade flows. Firstly, a
dummy variable for the world crisis in 1998 and 1999 is defined as
explained in Equation (9). Wcrisis1998 21999 takes the value of 1 only
during the crises period of 1998-1999 for all partner countries. Similar to the
world crisis, two binary variables for Turkey’s domestic crisis in 1994 and
2001 is defined (Equation (10) and (11)). The variables TRcrisis and
TRcrisi52001is equal to 1 when years is 1994 and 2001 respectively for all
partner countries. Another dummy variable is defined for European crisis

starting from 2010 (Equation (12)). The variable is equal to 1 during 2010-

'8 The list of countries is provided in Appendix.B.
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2013 only when partner country is one of the European Union countries.
Finally, another dummy variable is also defined for the recent world crises
similar to the world crises defined for 1998 and 1999 (Equation (13)).

.. 1, ifyearis 1998 or 1999 for all countries

Werisis = . 9)
1998&1999 0, otherwise

TRerisis _ {1, if year 1s. 1994 for all countries (10)
1994 0, otherwise

TRerisis _ {1, if year 1s. 2001 for all countries (11)
2001 0, otherwise

EUcrisis;o10-2013 =

{1, if yearis 2010,2011,2012 or 2013 for the EU countries (12)

0, otherwise

Werisis _ {1, if year 1s'1998 or 1999 for all countries (13)

2008&2009 0, otherwise

In the analysis, not only export of Turkey to her trade partners but also
import from them is used. Nominal export and import statistics of Turkey is
taken from Turkish Statistical Institute in terms of US Dollar. In order to
obtain real series, nominal export and import values are transformed using
the US consumer price index taken from the Federal Reserve Bank of St.
Louis. Moreover, real GDP series of Turkey and her trade partners are taken
from World Bank - World Development Indicators. Real GDP series are
measured in 2005 US Dollar.

The Center for International Prospective Studies (Centre d'Ftudes
Prospectives et d'Informations Internationales, CEPII) provides variables of
distance and dummies for common language and border. Bilateral distance
is calculated according to great circle formula using geographic coordinates
of the most important and crowded cities of those countries. Information

about the FTAs of Turkey is taken from Turkish Ministry of Economy.
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The initial versions of gravity equation do not have theoretical basis.
However, the studies after 1979 provided theoretical grounds for the gravity
model. First notable study which improves this empirically accepted model
in terms of economic theory is conducted by Anderson (1979). The
following studies are Bergstand (1985), Bergstrand (1985), Deardorff
(1998), Baier and Bergstrand (2001), Eaton and Kortum (2002), and
Anderson and van Wincoop (2003). Most of the studies which provided
theoretical explanations for the gravity model emphasized the role of some
kind of price levels (2007). Furthermore, as mentioned in the third chapter,
the estimation methodology is critical in determination the effects of RTAs
on trade flows. Therefore, the methodology suggested by Baier and
Bergstrand (2007) is applied in this study, so that estimation techniques
integrate the information provided by the missing price terms in the gravity
model: using both time and country specific fixed effects. Moreover, Baier
and Bergstrand (2007) claim that implementation of country specific fixed
effects in gravity model estimation can be used to capture multilateral price
terms introduced by Anderson and van Wincoop (2003) similar to the
studies of Redding and Venables (2000), Rose and van Wincoop (2001) and
Eaton and Kortum (2002). Moreover, Baier and Bergstrand (2007)
summarize other attempts to solve endogeneity bias problem in gravity
equation estimations. They discuss use of probit function to predict FTAs
and instrument variables or control functions. It is informed that using
instrument variables or control function in determination of impacts of
FTAs is not reliable.

In order to show results of different estimation techniques, first of all pooled
gravity equation estimation results in line with Equation (6) for export and
import of Turkey are provided in Table 10 and 11, respectively.

Table 10 provides pooled gravity model estimation results for real export of
Turkey. The base line gravity equation without any RTA dummies is

provided in the first column. In all estimations provided in eight columns,
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coefficients of major gravity variables nRGDPrgj., InDrgjand CBrg; are

statistically significant and economically meaningful. The coefficients of
total real GDP of Turkey and her trade partners have positive and significant
impacts on Turkey’s real export to those partner countries. The bilateral
distance between Turkey and her trade partners has negative and significant
impacts on export of Turkey to her partners as expected. In other words,
when the distance between Turkey and her trade partner increases, export of
Turkey to those countries decreases in line with expectations. The dummy
for shared common border seems to be positive and significant factor in
export of Turkey. In other words, export of Turkey to countries which have
common border with Turkey is higher compared to other countries. RT Arg ;¢
Is included in estimation in column 2. Results show that the RTAs do not
have a significant impact on Turkey’s export to her RTA partners. In other
words, export is not significantly higher to RTA partners than non-RTA
partners. The dummy variable for RTA is split into two: one for the
European Customs Union and one for the FTAs in column 3. However,
coefficients of these two variables CUrgj.and FT Argj, are still insignificant.
The estimation results provided in column 3 indicates that both the
European Customs Union and the FTAs of Turkey do not create extra or
additional export for Turkey. In other words, export of Turkey to those
countries is not significantly higher compared to the other countries in the
data set. In column 4, impact of world crisis in 1998 and 1999 is captured
using the dummy variable. Since the coefficient of the variable is negative
and significant, it suggests that Turkey’s export is significantly lower in the
world crisis period. Similarly, negative and significant impacts of Turkish
crises in 1994 and 2001 on Turkey’s export are observed in column 5 and 6.
Although the coefficient of the dummy variable for European crisis is
negative, it is statistically insignificant. The results in column 7 indicate that
Turkey’s export to the EU countries during European crisis does not change

significantly. The last column shows the impacts of recent world crisis on
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Turkey’s export. It seems that Turkey’s export is not affected negatively
during the recent global world crisis.

The pooled estimation results for import of Turkey are provided in Table 11.
Estimation using only major explanatory variables of Turkey is displayed in
the  first column.  The  coefficients of those  variables,
INRGDPrgj:, InDrgjand  CBrg;, are  statistically — significant and
economically meaningful. Similar to the previous estimation results
calculated for export of Turkey, total real GDP and shared border affects
import of Turkey positively and bilateral distance affects negatively. In the
second column, dummy variable for RTAs of Turkey is included as an
explanatory variable for import of Turkey. Results indicate that coefficient
of RTAs is positive and significant at 95 percent confidence level. In other
words, RTAs are one of the driving forces of import of Turkey. When RTAs
are split, it is observed that coefficient for the Customs Union is positive
and significant whereas the one for the FTASs is not statistically significant
(third column of Table 11). Hence, results suggest that the European
Customs Union has positive and significant impact on Turkey’s import and
equivalently, the export from EU members to Turkey is higher compared to
the export from other countries. In column 5, it is observed that the world
crisis during 1998 and 1999 do not affect Turkey’s import significantly.
Although both Turkish crises in 1994 and 2001 have a significant impact on
Turkey’s import, the crisis in 1994 affect Turkey’s import positively in
contrast to the crisis in 2001. Similar to the export case summarized in
Table 10, the coefficient of the variable for European crisis is negative but it
is statistically insignificant. Finally, the results displayed in the last column
shows that the recent world crisis do not have a significant impact on

Turkey’s import.

In short, Table 10 and 11 show gravity equation estimation using pooled
OLS estimation technique. The results in this technique indicate that RTAs

do not have a significant impact on Turkey’s export but they have a positive
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impact on Turkey’s import and this impact is arisen from the European

Customs Union not from the FTASs.

In the second estimation technique, time specific fixed effects are included
in the model in attempt to capture time variant effects. Table 12 shows
estimation results of Turkey’s real export using time specific fixed effects.
First column of the table shows estimation results with major gravity model
explanatory variables. Total real GDP and the dummy for common border is
positive and significant indicating that they have positive impacts on
Turkey’s export. Bilateral distance between Turkey and her trade partners
has also significant and negative impact on Turkey’s export. In the second
column of Table 12, variable for the RTAs are included in the model. The
coefficient of RTArgj, is not significant similar to the estimation results
displayed in Table 10. Third column of the table shows individual impacts
of the Customs Union and the FTAs. They have also insignificant impacts
on Turkey’s export. Hence, estimation results for Turkey’s export provided
in Table 10 and Table 12 suggest a consistent result: the RTAs of Turkey do
not have a significant impact on Turkey’s export. Since the model includes
time specific fixed effects, only the dummy variable defined for the
European crisis is included in the model. The results shown in column 4
indicate that European crisis has a negative and significant impact on

Turkey’s export.

Table 13 shows gravity model estimation for Turkey’s real import using
time specific fixed effects similar to the case in Table 12. The baseline
estimation results provided in the first column show that major explanatory
variables are both economically meaningful and statistically significant on
Turkey’s import. The dummy variable for the RTAs of Turkey is also
significant and positive. This result suggests that the RTAs have increasing
effect on Turkey’s import despite the case of export. In other words,
Turkey’s import from her RTA partners is higher than the other countries.

Third column of the table shows impacts of the European Customs Union
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and the FTAs on Turkey’s import, independently. Both have significant and
positive impacts on Turkey’s import but the impact of the Customs Unions
is more significant and higher compared the FTAs. Hence, estimation
results for Turkey’s import provided Table 11 and Table 13 suggest a
consistent result: the EU-Turkey Customs Union has a significant and
positive impact on Turkey’s import. Moreover, the variable for European
crisis during 2010-2013 has an insignificant impact on Turkey’s import as

shown in column 4.

Another estimation technique is applied in gravity model estimation:
standard fixed effect estimation with country specific fixed effects. The
estimation results for using country specific fixed effects are provided in
Table 14 and Table 15. The explanatory variables of distance and common
border could not be used in this estimation due to the fact that country
specific fixed effects creates perfect multicollinearity with these time-
invariant explanatory variables. Therefore, baseline gravity model

estimation includes only total real GDP of Turkey and her trade partner.

Gravity model estimation for export of Turkey using country specific fixed
effects are illustrated in Table 14. Baseline estimation in the first column
suggest a consistent result which indicates that total real GDP of Turkey and
her trade partner has a positive and significant impact on Turkey’s export.
The second one shows estimation results with inclusion of the variable for
the RTAs. Results introduce that the RTAs of Turkey do not have a
significant impact on Turkey’s export. When the Customs Union and the
FTAs are included in the model separately, the results do not change and
they suggest that impacts of the Customs Union and the FTAs are not
significant on Turkey’s export (third column of Table 14). Moreover,
columns 4 to 8 show the coefficient of the variables defined for crises
periods. It is observed that the impacts of world crisis and Turkish crisis in
2001 on Turkey’s export are insignificant (column 4 and 6). However, the

Turkish crisis in 1994 has a positive impact on Turkey’s export. This
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observation can be observed due to the fact that economic recovery is
observed through the end of the same year. On the other hand, European
crisis affects Turkey’s export to the EU members negatively similar to the
pervious estimations. In addition, the impact of the recent world crisis on
Turkey’s export is positive and significant similar to Table 10. Hence,
estimation results for Turkey’s export provided in Table 10, Table 12 and
Table 14 suggest a consistent result: RTAs do not have a significant impact

on Turkey’s export.

The estimation with country specific fixed effects for Turkey’s import is
displayed in Table 15. Similar to the previous tables, first column includes
estimation results of baseline model. Total real GDP of Turkey and her trade
partners has a positive and significant impact on Turkey’s import. The
second column shows impacts of the RTAs on Turkey’s import. It is
observed that the RTAs including the EU-Turkey Customs Union and the
FTAs of Turkey have insignificant effects on Turkey’s import. However,
when the dummy variable for the RTAs is split into two as the Customs
Union and FTAs, the results change such that the Customs Union has a
positive impact on Turkey’s import whereas the coefficient of the FTAs is
still insignificant. Opposite to the case of export in Table 14, world crisis
and Turkish crisis in 2001 have a significant impact on Turkey’s import, the
domestic crisis in 1994 and the European crisis do not have any significant
impact. It is observed that the world crisis in 1998 and 1999 has a
decreasing effect but the domestic crisis in 2001 has an increasing effect. In
addition, the impact of recent world crisis on Turkey’s import is not
significant. Hence, estimation results for Turkey’s import provided Table
11, Table 13 and Table 15 suggest a consistent result: the EU-Turkey

Customs Union has a significant and positive impact on Turkey’s import.

The final estimation technique as suggested by Baier and Bergstrand (2007)
is implementation of both time and country specific fixed effects. In this

model, both country specific heterogeneity and time specific effects are
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controlled. Therefore, estimation results provided in Table 16 and Table 17
are considered as an ultimate estimation in evaluation of importance of

RTAs on Turkey’s export and import.

Table 16 shows estimations for Turkey’s export. First column shows that
total real GDP has a positive impact on Turkey’s export. This coefficient
can be interpreted as a total income elasticity of Turkey’s export. In the
second column, the dummy variable for the RTAs of Turkey is included in
the model. It is obtained that effects of the RTAs are insignificant on
Turkey’s export. In other words, trade agreements that Turkey has
established up to today have not created any additional export in Turkey. In
addition, Turkey’s export to her RTA partners has not been higher
compared to other countries. The third column includes the results when the
dummy variable for the RTAs is split into two. The results do not change
and the estimations suggest that both the EU-Turkey Customs Union and the
FTAs of Turkey do not have a significant impact on Turkey’s export. Since
the model includes time specific fixed effect, only the dummy variable
defined for the European crisis can be used. The results shown in column 4
suggest that the European crisis during 2010-2013 affect Turkey’s export to
the EU members negatively. Also, this result is supported by the previous
estimation results. Hence, estimation results for Turkey’s export provided
in Table 10, Table 12, Table 14 and Table 16 suggest a consistent result:

RTAs are ineffective on Turkey’s export.

Estimations for Turkey’s import using time and country specific fixed
effects are provided in Table 17. Baseline estimation in the first column
suggests that total real income of Turkey and her trade partner positively
affect Turkey’s import. The real income elasticity of Turkey’s import in the
baseline estimation is calculated as 2.80 which is the same as the real
income elasticity for Turkey’s export. In the second column, the RTAs are
taken into consideration. It is observed that coefficient of the dummy

variable for the RTAs is significant at 90 percent confidence level. This
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observation suggests that Turkey’s import from her RTA partners is
significantly higher than the import from other countries. In the third
column of the Table 17, the dummy variable for the RTA is split into two as
the Customs Union and the FTAs. In line with the previous estimation, it is
observed that the EU-Turkey Custom Union has a significant impact on
Turkey’s import whereas Turkey’s FTAs are not one of the driving forces of
Turkey’s import. Average treatment effect of the EU-Turkey Customs
Union can be calculated from column 4 of Table 17. The coefficient of the
dummy variable for the European Customs Union is 0,357 and it is
significant at 95 percent confidence level. This means that Turkey’s import
from the EU members has been increased 43 percent (e®3>7 = 1,43). In
addition, the dummy variable for the European crisis suggest that it does not
have any impact on Turkey’s import from the EU members in line with the

previous estimations.
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Table 10: Export: Gravity model estimation without any time and country specific fixed effects™

T 2,566%** 2,502%** 2,505%** 2,556%** 2,554%%* 2,564%** 2,569%** 2,537%**
HL (0,284) (0,298) (0,310) (0,283) (0,285) (0,284) (0,295) (0,280)
Do S1A97F% 1 119k L] 119%F% ] 196%R* L] 196%** 1 197F%* 1] 199%** ] ]Q5**x
TRj (0,115) (0,135) (0,134) (0,115) (0,115) (0,115) (0,113) (0,115)
e il dliseess il 2= | s 1,149%** il dlisfls il dlisfls T 1,148%**
TR (0,398) (0,425) (0,424) (0,397) (0,397) (0,398) (0,397) (0,396)
0,318
RT Arjt (0,282)
0,304
CUrnje (0.319)
0,338
FTArrje (0.369)
Wecrisis -0,247%x*
1998&1999 (0,073)
TRcrisis -0,273**
1094 (0,131)
TRcrisis -0,133**
2001 (0,039)
EUcrisis -0,043
2010-2013 (0,289)
Wecrisis 0,522
2008&2009 (0,071)
RMSE 1,4071 1,4031 1,4033 1,4056 1,4063 1,4071 1,4074 1,3993
R 0,62 0,62 0,62 0,62 0,62 0,62 0,62 0,62
Number of Observation 2697 2697 2697 2697 2697 2697 2697 2697

1% The values in parenthesis are robust standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant at 90%
confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.
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Table 11: Import: Gravity model estimation without any time and country specific fixed effects®

INRGDPore 3,329*** 3,159*** 3,146*** 3,179*** BNV 3,193*** 3,170*** 3,180*** 3,185***
oEye (0,378) (0,378) (0,389) (0,396) (0,397) (0,404) (0,395) (0,397) (0,401)
InDoe: -0,948%** -0,740%** -0,737%** -0,830%** -0,830%** -0,829*** -0,830%** -0,832%** -0,830***
TRj (0,194) (0,218) (0,218) (0,200) (0,200) (0,199) (0,200) (0,200) (0,200)
CBoo: 1,384*** 1,530*** 1,529*** 1,451 1,450*** 1,454*** 1,448*** 1,451*** 1,453***
Uty (0,492) (0,524) (0,528) (0,521) (0,522) (2,79) (0,522) (0,522) (0,521)
RTAme- 0,847**
TRjt (0,390)
CUno 0,911** 0,742* 0,743* 0,754* 0,743* 0,779* 0,746*
iy (0,444) (0,418) (0,418) (0,418) (0,417) (0,409) (0,417)
0,758
FTArje (0.496)
Wecrisis -0,164
1998&1999 (0,102)
TRerisis 0,387**
1994 (0,176)
TRerisis -0,421%**
2001 (0,122)
EUcrisis -0,139
2010-2013 (0,168)
Werisis 0,126
200882009 (0,118)
RMSE 2,2318 2,2126 2,2128 2,221 2,2209 2,2201 2,2197 2,2213 2,2211
R2 0,47 0,48 0,48 0,47 0,47 0,47 0,47 0,47 0,47
Number of Observation 2643 2643 2643 2643 2643 2643 2643 2643 2643

2 The values in parenthesis are robust standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant at 90%
confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.



89

Table 12: Export: Gravity model estimation with time specific fixed effects®

lnXTRjt 1 2 3 4
2,317%** 2,284%%* 2,284%%* 2,332%%*
InRGDPrjt (0,265) (0,272) (0,284) (0,271)
Do -1,180%*+ -1,132%%% -1,132%%% -1,206%**
TRj (0,115) (0,139) (0,138) (0,116)
B 1,116%** 1,151%%* 1,151%%* 1,099%**
Yy (0,384) (0,404) (0,404) (0,376)
0,195
RT Arrje (0,274)
0,196
CUrnje (0.293)
0,194
FTArgje (0,388)
" -0,511*
EUcrisisyg10.2013 (0,273)
RMSE 1,3368 1,3655 1,3657 1,3642
R? 0,64 0,65 0,65 0,65
Number of 2697 2697 2697 2697

Observations

*! The values in parenthesis are robust standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant at 90%
confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.
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Table 13: Import: Gravity model estimation with time specific fixed effects?

lnMTR]'t 1 2 3 4
T — 3,438%** 3,273%** 3,264%** 3,262%**
TRjt (0,482) (0,465) (0,481) (0,483)
InDe -0,956%** -0,713%** -0,712%** -0,712%**
TRj (0,193) (0,216) (0,215) (0,215)
. 1,393%** 1,568%** 1,567%** 1,566%**
Ry (0,491) (0,530) (0,532) (0,533)
0,995**
RT Arjt (0,398)
e 1,038** 1,063**
I (0,454) (0,466)
0,934* 0,933*
FTArgje (0,501) (0,502)
. -0,090
EUCf|5|52010_2013 (O 228)
RMSE 2,2278 2,2018 2,2021 2,2025
R? 0,47 0,49 0,49 0,49
Number of 2643 2643 2643 2643
Observations

22 The values in parenthesis are robust standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant at 90%
confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.
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Table 14: Export: Gravity model estimation with country specific fixed effects estimation®®

M—— 3,844%%* 3,844 3,838%* 3,839%%* 3,899%** 0,385%** 3,004%%* 3,761%**
TRjt (0,172) (0,195) (0,197) (0,175) (0,172) (0,175) (0,184) (0,172)
-0,002
RT Arje (0,103)
0,043
CUrgje (0.126)
-0,048
FTArrje (0,101)
i -0,023
Werisis;gggg1999 (0,054)
. 0,215%**
TRCrisiS gg4 (0 074)
N 0,065
TRcrisiSygo1 (0,05)
- -0,323%**
EUcrisiszo10-2013 (0,100)
Werisis 0,261
200882009 (0,031)
R2-within 0,66 0,66 0,66 0,66 0,66 0,66 0,67 0,67
Number of 2697 2697 2697 2697 2697 2697 2697 2697

Observations

%% The values in parenthesis are robust standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant at 90%

confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.
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Table 15: Import: Gravity model estimation with country specific fixed effects®*

Mgt 1 2 3 4 5 6 7 8 9
INRGD P 3,230*** 3,192*** 3,167*** 3,154*** 3,095*** 3,187*** 3,098*** 3,148*** 3,137***
T (0,194) (0,222) (0,223) (0,211) (0,210) (0,216) (0,212) (0,216) (0,208)
0,102
RTArgje (0,112)
CUnn: 0,269* 0,29** 0,303** 0,299** 0,302** 0,276** 0,288**
TRjt (0,142) (0,142) (0,140) (0,142) (0,139) (0,125) (0,142)
-0,069
FTArgje (0,154)
N -0,237**
WCI’ISISlggg&lggg (O 071)
.. 0,140
TRCrisiS1gg4 (0,096)
B 0,462+
TRcrisiSyg01 (0,093)
- 0,047
EUcrisisygi0-2013 (0,106)
Wecrisis oo
200882009 (0,060)
R2-within 0,4033 0,4037 0,4054 0,4053 0,4081 0,4057 0,4112 0,4053 0,4054
Number of 2643 2643 2643 2643 2643 2643 2643 2643 2643

Observations

2 The values in parenthesis are robust standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant at 90%
confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.
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Table 16: Export: Gravity model estimation with time and country specific fixed effects estimation®

InXrgjt 1 2 3 4
2,804% 2,793 2,803% 2,359%
InRGDPrgj¢ (0,970) (0,968) (0,973) (0,939)
-0,029
RTArgjt (0,107)
-0,012
CUrgjt (0,13)
-0,046
FTArgj: (0,108)
. -0,475***
EUCFIS|52010_2013 (O 130)
R>-within 0,6772 0,6772 0,6772 0,6811
Number of 2697 2697 2697 2697

Observations

% The values in parenthesis are robust standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant at 90%
confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.
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Table 17: Import: Gravity model estimation with time and country specific fixed effects estimation®®

lnMTR]'t 1 2 3 4 5
INRGD P 2,799*** 2,876*** 2,967*** 2,964*** 2,885***
i (0,360) (0,354) (0,371) (0,373) (0,362)
0,215*
RT Arrje (0,121)
CUnn: 0,377** 0,357** 0,385***
TRjt (0,150) (0,145) (0,126)
0,059
FTArgje (0.152)
. -0,099
EUcrisisyo10-2013 (0,146)
RZ-within 0,4191 0,4204 0,4219 0,4219 0,4220
NIyl i 2643 2643 2643 2643 2643
Observations

% The values in parenthesis are robust standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant at 90%
confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.



In addition to estimations provided in Table 10 to 17, other alternative
estimations using different gravity model explanatory variables are carried.
For instance, a binary variable for a common language is used. However,
common language variable do not fit in Turkish case due to the fact that
Turkey has a common language only with Bulgaria and Cyprus®’. Since
Turkey has limited trade relations with Cyprus after the EU membership due
to political reasons, the dummy variable defined for a common language
does not show economically meaningful results. Therefore, the binary
variable for a common language is not used in estimations. Instead of a
common language, a dummy variable for common ethnic origin is used. In
this case, similar ethnic origin appears in Germany, Holland and France due
to the fact that Turkish citizens mostly live in these European countries. The
binary variable created for common ethnic origin also created bias in
estimations since Turkey has strong trade relations with these countries and
the number of observation (three) is quite small in the total sample of 126
countries. In addition to those variables, other explanatory variables are
used to capture relative endowments and similarity of country sizes.
However, those variables are not shown as they do not contribute to the

model.

As mentioned earlier, the study of Baier and Bergstand (2007) suggest that
fixed effects model should be used in gravity model in order to assess the
impacts of RTAs. To support this idea, Hausman test in conducted. The null
hypothesis which is difference in coefficients are not symmetric are
rejected. Hence, the Hausman test supports fixed effects model in export
estimation and it supports random effects model in import estimation.”® The
fixed effects model is continued to be used since the data set in this study
cover high portion of export and import of Turkey.

2" Greek Cypriot Administration of Southern Cyprus

?8 Stata output for Hausman test is provided in Appendix.C.
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The test for heteroskedasticity suggested by Poi and Wiggins (2001) is used.
The test result suggests that there is heteroskedasticity in the model®. The
existence of heteroskedasticity also requires the usage of heteroskedasticity

consistent estimators.

In addition, Wooldridge autocorrelation test for panel data is used. Other
autocorrelation tests suggested by modified Bhargava et al. Durbin-Watson
and Baltagi-Wu LBI are also used.*® The null hypothesis suggests that there
Is no first order autocorrelation in the model. The obtained results indicate
that the null hypothesis could not be rejected. Hence, the usage of robust
standard errors is certainly supported and only robust standard errors are

used in the model interpretations.

Pesaran’s test for cross sectional dependences is also used in the estimated
models®®. Test results suggest that there is no cross sectional dependence for
export at 90% confidence level but cross sectional dependence for import is
observed for import. In line with this fact, the estimation results using
Driscoll-Kraay standard errors are also reported in Appendix.D. These

estimations also suggest the same results.

In unit root tests, Fisher-type unit root test for time variant variables (InX,

InM, INRGDP) suggest that variables are stationary.

% Stata outputs for tests are provided in Appendix.C.
%0 Stata outputs for tests are provided in Appendix.C.

31 Stata outputs for tests are provided in Appendix.C.
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CHAPTER 5

CONCLUSION

The Customs Union Decision between the EU and Turkey which is one of
the most important milestones in the Turkish foreign trade policy entered
into force on 31 December 1995.

The EU-Turkey Customs Union Decision contains vital articles which
restrict and determine Turkish foreign trade policy. Elimination of some
types of tariff barriers and application of common customs tariffs to third
countries are not the only obligations that Turkey undertook to meet but also
Turkey accepted to apply the Common Commercial Policy of the European
Union. In other words, Turkey is obligated to adopt both common customs
tariffs and preferential trade regime of the European Union. In this context,
Turkey accepted to sign FTAs with non-EU countries which had already
have a FTA with the EU within five years starting from the date of entry
into force (31 December 1995). In addition to the existing FTAs on the date
of entry into force, Turkey has to sign FTAs with non-EU countries which
sign a new FTA with the EU. Moreover, Turkey accepted not to sign any
FTAs without knowledge of the EU. This means that Turkey cannot sign
any FTAs with third countries without permission of the EU. As a result of
these obligations, Turkey cannot sign a FTA with her trade partners without
permission of the European Union; however, Turkey has to sign FTAs with

the trade-agreement-partners of the EU with a good or bad grace.

66



In the light of this information, it is evident that Turkey could not apply an
independent foreign trade policy. In contrast, Turkey has to comply with the
foreign trade policy of the EU. Therefore, the partners of Turkey in her
FTAs are not chosen according to her independent trade relations with those
countries but according to the preferences of the EU. Hence, these
agreements are expected not to be beneficial for Turkey’s foreign trade.

In the light of these facts, this dissertation investigates whether Turkey’s
RTAs including the EU-Turkey Customs Union and the FTAs of Turkey are
beneficial to Turkey’s export. In addition, impacts of the RTAs on not only

export but also import of Turkey is investigated as well.

In the literature, gravity model estimations are widely accepted and used in
order to measure impacts of RTAs on trade flows. In line with the literature,
gravity model and recent developments in estimation techniques are applied

in this study.

There are several studies using gravity model in Turkey’s trade flows.
However, only the EU-Turkey Customs Union is taken into consideration in
those studies. None of them focus on the FTAs of Turkey independently or
together with the Customs Union. To the best of our knowledge, this study
is the first attempt which analyzes impacts of all RTAs of Turkey on

Turkey’s export and import.

Empirical results show that Turkey’s RTAs do not affect Turkey’s export.
In other words, both the EU-Turkey Customs Union and the FTAs are not
the driving force for Turkey’s export. However, the European Customs
Union is significantly important on Turkey’s import despite the fact that the
FTAs do not affect Turkey’s import. As a result, the FTAs of Turkey affect
neither export nor import of Turkey in line with the expectations arisen from
the fact that Turkey could not choose her FTA partners due to obligations of
the Customs Union Decision. However, the EU-Turkey Customs Union

affects Turkey’s import but not export.
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APPENDICES

APPENDIX.A

The share of export and import of Turkey with her RTA partners are
provided for non-agricultural products in the following figures. The shares
of non-agriculture products show approximate coverage of RTAs. The
reason behind this fact is that agricultural products are generally defined as
sensitive products and tariff and non-tariff reduction are provided
restrictedly. In this calculation, agriculture products are the goods in
Harmonized System (HS) between 1 and 24.

100
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50 = Share of Non-Agriculture Products in Total

40 Export of Turkey to Norway (%)

30
= Share of Non-Agriculture Products in Total

20 Import of Turkey from Norway (%)
10

0

1992 1995 1998 2001 2004 2007 2010 2013

Figure 18: Share of Non-Agriculture Products in Total Trade of Turkey
with Norway (%)
Source: Turkish Statistical Institute
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Figure 19: Share of Non-Agriculture Products in Total Trade of Turkey
with Switzerland (%)

Source: Turkish Statistical Institute
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Figure 20: Share of Non-Agriculture Products in Total Trade of Turkey
with Iceland (%)
Source: Turkish Statistical Institute
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Figure 21: Share of Non-Agriculture Products in Total Trade of Turkey
with Israel (%)

Source: Turkish Statistical Institute
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Figure 22: Share of Non-Agriculture Products in Total Trade of Turkey
with Macedonia (%)

Source: Turkish Statistical Institute
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Figure 23: Share of Non-Agriculture Products in Total Trade of Turkey

with Bosnia-Herzegovina (%)

Source: Turkish Statistical Institute
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Figure 24: Share of Non-Agriculture Products in Total Trade of Turkey
with Palestine (%)

Source: Turkish Statistical Institute
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Figure 25: Share of Non-Agriculture Products in Total Trade of Turkey
with Tunisia (%)

Source: Turkish Statistical Institute
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Figure 26: Share of Non-Agriculture Products in Total Trade of Turkey
with Morocco (%)

Source: Turkish Statistical Institute
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Figure 27: Share of Non-Agriculture Products in Total Trade of Turkey
with Syria (%)

Source: Turkish Statistical Institute
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Figure 28: Share of Non-Agriculture Products in Total Trade of Turkey
with Egypt (%)

Source: Turkish Statistical Institute
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Figure 29: Share of Non-Agriculture Products in Total Trade of Turkey
with Albania (%)

Source: Turkish Statistical Institute
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Figure 30: Share of Non-Agriculture Products in Total Trade of Turkey
with Georgia (%)

Source: Turkish Statistical Institute
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Figure 32: Share of Non-Agriculture Products in Total Trade of Turkey

with Chile (%)

Source: Turkish Statistical Institute
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Figure 33: Share of Non-Agriculture Products in Total Trade of Turkey
with Jordan (%)

Source: Turkish Statistical Institute
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Figure 34: Share of Non-Agriculture Products in Total Trade of Turkey
with South Korea (%)

Source: Turkish Statistical Institute
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Source: Turkish Statistical Institute
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APPENDIX.B

Table 18: List of Countries Covered in the Data Set

Albania Equator Kirghizstan
Algeria EqL_JatoriaI Kuwait
Guinea
Angola Estonia Latvia
Argentina Ethiopia Lebanon
Australia Finland Liberia
Austria France Libya
Azerbaijan Gabon Lithuanian
Bahrain Gambia Macedonia
Bangladesh Georgia Madagascar
Belarus Germany Malaysia
Belgium-Luxembourg Ghana Malta
Benin Greece :\SIZLSSSH
Bosnia and Herzegovina Guatemala Mauritania
Brazil Guinea Mauritius
Bulgaria Haiti Mexico
Cameroon Hong Kong Moldova
Canada Hungary Mongolia
Chile Iceland Morocco
China India Mozambique
Colombia Indonesia Netherlands
Congo Iran New Zealand
Costa Rica Iraq Niger
Croatia Ireland Nigeria
Czech Republic Israel Norway
ggnmg%cratic Republic of Italy Oman
Denmark Ivory Coast Pakistan
Djibouti Japan Panama
Dominican Republic Jordan Paraguay
Egypt Kazakhstan Peru
England Kenya Philippines
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Table 18 (cont’d): List of Countries Covered in the Data Set

Poland South Africa Trinidad and Tobago
Portugal South Cyprus Tunis

Qatar South Korea Turkmenistan
Rumania Spain Uganda

Russian Federation Sri Lanka Ukraine

Saudi Arabia Sudan United Arab Emirates
Senegal Sweden Xm’;ertijcitates of
Serbia-Montenegro-Kosovo | Switzerland Uruguay

Sierra Leone Tajikistan Uzbekistan
Singapore Tanzania Venezuela

Slovakia Thailand Vietnam

Slovenia Togo Yemen
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APPENDIX.C

hausman fixed random

Coefficients
(b) (B) (b-B) sqrt (diag (V_b-V_B))
fixed random Difference S.E.
1nSUMRGDP 3.844465 3.742594 .1018708 .0126706
RTA -.0018784 .0236268 -.0255052 .0045973
b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho: difference in coefficients not systematic
chi2 (2) = (b-B)'[(V_b-V_B)"(-1)] (b-B)
= 72.26
Prob>chi?2 0.0000

Figure 36: Stata Output for Hausman Test for Export

Coefficients

(b) (B) (b-B) sqrt (diag(V_b-V_B))
fixed random Difference S.E.
1nSUMRGDP 3.192154 3.196957 -.004803 .0182886
RTA .1021311 .1156229 -.0134918 .0111179
b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho: difference in coefficients not systematic
chiz (2) = (b-B)'[(V_b-V_B)"(-1)] (b-B)
= 2.74
Prob>chi2 = 0.2545

Figure 37: Stata Output for Hausman Test for Import
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. lrtest hetero homosk , df('df')

Likelihood-ratio test LR chi2(125)= 1695.01
(Assumption: homosk nested in hetero) Prob > chi2 = 0.0000

Figure 38: Stata Output for Test for Heteroskedasticity of Poi and Wiggins
(2001) for Export

Likelihood-ratio test LR chi2(125)= 2659.52
(Assumption: homosk nested in hetero) Prob > chi2 = 0.0000

Figure 39: Stata Output for Test for Heteroskedasticity of Poi and Wiggins
(2001) for Import

Linear regression Number of obs = 2568
F( 2, 125) = 69.24
Prob > F = 0.0000
R-squared = 0.0607
Root MSE = .579

(Std. Err. adjusted for 126 clusters in countrynumtuik)

Robust
D.1nX Coef. Std. Err. t P> |t [95% Conf. Interval]
1nSUMRGDP
D1. 2.605225 .2236752 11.65 0.000 2.162544 3.047906
1nDIST
D1. 0 (omitted)
ADJ
D1. 0 (omitted)
RTA
D1. -.0377698 .0365244 -1.03 0.303 -.1100561 .0345164

Wooldridge test for autocorrelation in panel data
HO: no first-order autocorrelation
F( 1, 125) = 72.069
Prob > F = 0.0000

Figure 40: Stata Output for Wooldridge Test for Autocorrelation for
Export
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Linear regression Number of obs = 2489

F( 2, 125) = 88.58
Prob > F = 0.0000
R-squared = 0.0632
Root MSE = .914e61

(Std. Err. adjusted for 126 clusters in countrynumtuik

Robust
D.1nM Coef. Std. Err. t P>t [95% Conf. Interval]
1nSUMRGDP
D1. 4.209489 .3213429 13.10 0.000 3.573511 4.845466
1InDIST
D1. 0 (omitted)
ADJ
D1. 0 (omitted)
RTA
D1. .0183317 .081982 0.22 0.823 -.1439208 .1805843

Wooldridge test for autocorrelation in panel data
HO: no first-order autocorrelation
F( 1, 125) = 6.880
Prob > F = 0.0098

Figure 41: Stata Output for Wooldridge Test for Autocorrelation for Import

F test that all u i=0: F(125,2429) = 24.04 Prob > F = 0.0000
modified Bhargava et al. Durbin-Watson = .71971442
Baltagi-Wu LBI = .96752339

Figure 42: Stata Output for Autocorrelation Tests for Export

F test that all u_i=0: F(125,2374) = 26.87 Prob > F = 0.0000
modified Bhargava et al. Durbin-Watson = .91452314
Baltagi-Wu LBI = 1.1108666

Figure 43: Stata Output for Autocorrelation Tests for Import

Pesaran's test of cross sectional independence = 1.884, Pr = 0.0596

Average absolute value of the off-diagonal elements = 0.356

Figure 44: Stata Output for Pesaran's Test of Cross Sectional Independence
for Export
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Pesaran's test of cross sectional independence = 1.017, Pr = 0.3090

Average absolute value of the off-diagonal elements = 0.323

Figure 45: Stata Output for Pesaran's Test of Cross Sectional Independence

for Export
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Table 19: Export: Gravity model estimation without any time and country specific fixed effects®

InXrgje 1 2 3 4 5 6 7 8
IRCDPoe, 2,566*** 2,502%** 2,505%** 2,556*** 2,554%** 2,564*** 2,569*** 2,537***
o (0,089) (0,089) (0,096) (0,097) (0,087) (0,092) (0,088) (0,090)
InDee -1,197%** -1,119%** -1,119%** -1,196%** -1,196%** -1,197*** -1,199%** -1,195%**
TRj (0,048) (0,042) (0,040) (0,049) (0,048) (0,048) (0,045) (0,048)
. 1,152%** 1,207%** 1,207*** 1,149%** 1,151%** 1,151%** 1,151%** 1,148%**
BEY (0,084) (0,081) (0,082) (0,082) (0,083) (0,083) (0,081) (0,085)
0,318***
RT Areje (0,074)
0,304**
CUrgje (0,120)
0,338***
FTArg;: (0,099)
Werisis -0,247*
199881999 (0,130)
TRcrisis -0,273*
1904 (0,135)
TRcrisis -0,133
2001 (0,126)
EUcrisis -0,043
2010-2013 (0,084)
Werisis 0,522+
2008&2009 (0,106)
RMSE 1,4071 1,4031 1,4033 1,4056 1,4063 1,4071 1,4074 1,3993
R 0,62 0,62 0,62 0,62 0,62 0,62 0,62 0,62
Number of Observation 2697 2697 2697 2697 2697 2697 2697 2697

%2 The values in parenthesis are Driscoll-Kraay standard errors. Coefficients for time and country specific fixed effects are not included
in the table. *significant at 90% confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.
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Table 20: Import: Gravity model estimation without any time and country specific fixed effects®

INRGDPon- 3,329*** 3,159*** 3,146%** 3,179*** B ilar==s 3,193*** 3,170%** 3,180*** 3,185***
Y (0,088) (0,062) (0,062) (0,067) (0,068) (0,064) (0,065) (0,067) (0,065)
INDoes -0,948*** -0,740%*** -0,737*** -0,830*** -0,830*** -0,829*** -0,830*** -0,832*** -0,830***
TRj (0,031) (0,046) (0,046) (0,031) (0,031) (0,031) (0,031) (0,031) (0,031)
CBon: 1,384*** 1,530*** 1,529*** 1,451 1,450*** 1,454*** 1,448*** 1,451*** 1,453***
= (0,063) (0,093) (0,093) (0,071) (0,072) (0,070) (0,071) (0,072) (0,071)
RTA 0,847**
TRt (0,114)
CUnos 0,911*** 0,742*** 0,743*** 0,754*** 0,743*** 0,779*** 0,746***
GRvE (0,107) (0,066) (0,066) (0,061) (0,065) (0,084) (0,063)
FTA 0,758***
TRjt (0,130)
Wecrisis -0,164*
1998&1999 (0,096)
TRcrisis 0,387
1994 (0,097)
TRcrisis -0,421*
2001 (0,122)
EUcrisis -0,139
2010-2013 (0,104)
Wecrisis -0,126
2008&2009 (0,081)
RMSE 2,2318 2,2126 2,2128 2,221 2,2209 2,2201 2,2197 2,2213 2,2211
R2 0,47 0,48 0,48 0,47 0,47 0,47 0,47 0,47 0,47
Number of Observation 2643 2643 2643 2643 2643 2643 2643 2643 2643

%% The values in parenthesis are Driscoll-Kraay standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant

at 90% confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.
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Table 21: Export: Gravity model estimation with time specific fixed effects®

lnXTRjt 1 2 3 4
2,317%%* 2,284 2,284 2,330%%%
[nRGDPrgjt (0,083) (0,084) (0,086) (0,077)
Do -1,180%** -1,132%%* -1,132%%* -1,206%**
TRj (0,050) (0,043) (0,042) (0,036)
B 1,116%%* 1,151 %% 1,151%%* 1,000%%*
TRj (0,077) (0,070) (0,071) (0,068)
0,195%*
RT Arje (0,098)
0,196
CUrnje (0.152)
0,194%%*
FTArje (0,063)
i -0,511%**
EUcCrisiSy10.2013 (0,059)
RMSE 1,3368 1,3655 1,3657 1,3642
R? 0,64 0,65 0,65 0,65
Number of 2697 2697 2697 2697
Observations

% The values in parenthesis are Driscoll-Kraay standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant
at 90% confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.
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Table 22: Import: Gravity model estimation with time specific fixed effects®

lnMTRjt 1 2 3 4
3,438%** 3,273%** 3,264%** 3,262%**
RS Sy (0,052) (0,035) (0,037) (0,038)
InDon, -0,956%** -0,713%** -0,712%%* -0,712%**
TRj (0,029) (0,041) (0,041) (0,042)
. 1,393%** 1,568%** 1,567%** 1,566%**
i (0,059) (0,081) (0,082) (0,082)
0,995***
RT Arwje (0,052)
e 1,038%* 1,063%**
i (0,050) (0,070)
0,034 0,933%**
FTAzgj; (0,070) (0,069)
- -0,090
EUcrisisyo10-2013 (0,082)
RMSE 2,2278 2,2018 2,2021 2,2025
R2 0,47 0,49 0,49 0,49
Number of 2643 2643 2643 2643

Observations

% The values in parenthesis are Driscoll-Kraay standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant
at 90% confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.
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Table 23: Export: Gravity model estimation with country specific fixed effects estimation®

INRGDPoe: 3,844*** 3,844*** 3,838*** 3,839*** 3,899*** 0,385*** 3,904*** 3,761***
TRjt (0,112) (0,119) (0,118) (0,116) (0,113) (0,116) (0,114) (0,098)
-0,002
RT Arwje (0,088)
0,043
CUrgjt (0.102)
-0,048
FTArgje (0,086)
.. -0,023
Werisisigege 1999 (0,040)
.. 0,215***
TRCrisiS 994 (0,052)
.. 0,065*
TRcrisiSygo; (0,037)
.. -0,323***
EUCT|S|52010_2013 (O 069)
Werisis 0,261***
200882009 (0,028)
R2-within 0,66 0,66 0,66 0,66 0,66 0,66 0,67 0,67
Number of 2697 2697 2697 2697 2697 2697 2697 2697

Observations

% The values in parenthesis are Driscoll-Kraay standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant

at 90% confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.
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Table 24: Import: Gravity model estimation with country specific fixed effects®’

INMrgje 1 2 3 4 5 6 7 8 9
R 3,230%** 3,192%*x 3,167*** 3,154%** 3,005%** 3,187*** 3,098%** 3,148%** 3,137%**
ults (0,173) (0,194) (0,176) (0,169) (0,154) (0,181) (0,136) (0,172) (0,1712)
0,102
RT Arje (0.078)
i 0,269%** 0,29%** 0,303%** 0,299** 0,302%** 0,276%** 0,288%**
G (0,066) (0,060) (0,061) (0,063) (0,057) (0,072) (0,060)
-0,069
FTArgje (0,079)
. -0,237***
Werisisigggg1999 (0,067)
- 0,140
TRCrisis 994 (0 118)
- 0,462%**
TRcrisiSygo1 (0 054)
- 0,047
EUcrisiszo10-2013 (0,065)
Werisis 0,055
2008&2009 (0,061)
R%-within 0,4033 0,4037 0,4054 0,4053 0,4081 0,4057 0,4112 0,4053 0,4054
Number of 2643 2643 2643 2643 2643 2643 2643 2643 2643

Observations

%" The values in parenthesis are Driscoll-Kraay standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant
at 90% confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.
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Table 25: Export: Gravity model estimation with time and country specific fixed effects estimation®

lnXTR]‘t 1 2 3 4
2,804**+ 2,793%** 2,803*** 2,359™*
INRGDPrg;¢ (0,509) (0,522) (0,535) (0,463)
-0,029
RT Argje (0,109)
-0,012
CUrgjt (0,143)
-0,046
FTArgje (0,090)
N -0,475%**
EUcrisisyo10-2013 (0,098)
R2-within 0,6772 0,6772 06772 0,6811
Number of 2697 2697 2697 2697

Observations

% The values in parenthesis are Driscoll-Kraay standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant
at 90% confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.
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Table 26: Import: Gravity model estimation with time and country specific fixed effects estimation®

lnMTRjt 1 2 3 4 5
R 2,799%** 2,876%** 2,967*** 2,964*** 2,885%**
e (0,214) 0,173) (0,165) (0,166) (0,161)
0,215%***
RTArrje (0,054)
i 0,377*** 0,357*** 0,385%**
ZR/G (0,067) (0,061) (0,0711)
0,059
FTArgje (0,048)
- -0,099*
EUcrisisyo10-2013 (0,054)
R2-within 0,4191 0,4204 0,4219 0,4219 0,4220
Number of
Observations 2643 2643 2643 2643 2643

% The values in parenthesis are Driscoll-Kraay standard errors. Coefficients for time and country specific fixed effects are not included in the table. *significant
at 90% confidence level, **significant at 95% confidence level, ***significant at 99% confidence level.



APPENDIX.E TURKISH SUMMARY

Tiirkiye, 1980 yilma kadar dis ticarette uyguladigr ithal ikameci
politikalarla, dis ticareti artirmak yerine yerli iiretimi tesvik etmis ve bu
dogrultuda yiiksek glimriik vergileri ve diisiik ticaret kotalar1 uygulamistir.
Ancak uygulamaya konan ithal ikameci politikalar beklenen sonuglari
dogurmamis, 1950°li yillarin basinda yiizde 180 seviyesinde olan ihracatin
ithalat1 karsilama oran1 1980’li yillarin basinda yiizde 50 - 60 seviyesine

gerilemistir.

1980 oOncesi uygulamaya konan ekonomi politikalart 6ngoriilenin aksine
O0demeler dengesi hesabmin kotiilesmesine, ithal girdi bagimliliginin
artmasina ve ticaret hadlerinin kdtiilesmesine yol a¢cmistir. Yasanan bu
gelismeler sonrasinda uygulanan ekonomi politikalarinda degisiklige
gidilerek 24 Ocak 1980 kararlar1 agiklanmis ve mevcut politikalar terk
edilmistir (Savrul, Ozel, & Kilig, 2013). 24 Ocak Kararlari ile kur rejiminin
degistirildigi, dis ticaretin serbestlestirildigi ve ihracat tesvik programlarinin
uygulandig1 daha liberal ve acik bir ekonomiye geg¢is hedeflenmis ve bu
yondeki ekonomi politikalarina 6zellikle 1983 se¢iminden sonra hiz
verilmistir. Tlrkiye dis ticaretinde yasanan bu eksen degisikligi sonrasinda
1987 yilinda Avrupa Birligine tam iyelik bagvurusunda bulunmustur
(Republic of Turkey Ministry of EU Affairs, 2015). Tiirkiye’nin bagvurusu
cesitli nedenlerden dolay1 reddedilse de, 13 Kasim 1970 tarihinde taraflar
arasinda imzalanan Katma Protokol’iin 6ngdrdiigii glimriik birligi yeniden
giindeme gelmis ve Tiirkiye ile Avrupa Birligi arasinda imzalanan Giimriik
Birligi siireci hiz kazanmistir. Tiirkiye dis ticareti agisindan bir doniim
noktasi olacak olan Avrupa Birligi ile Tiirkiye arasindaki Glimriik Birligi

Karar1 31 Aralik 1995 tarihinde yiirtirliige girmistir.
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Uygulamaya konan Giimrikk Birligi Kararlar1 ile iki ekonomi arasinda
sanayi ve islenmis tarim iiriinlerine uygulanan giimriik vergileri ve miktarsal
kisitlamalar kaldirilmis; ancak tarim {irtinleri ve demir-gelige yonelik

uygulamalar devam ettirilmistir.

Avrupa Birligi - Tirkiye Giimrikk Birligi Karari, Tirkiye’nin dis ticaret
politikasini etkileyen ve smirlandiran 6nemli maddeleri igermektedir. Bazi
ticaret engellerinin ortadan kaldirilmasi, {giincii iilkelere ortak glimriik
tarifesi uygulanmasi taraflarin uymasi gereken kosullardandir. Bunun
yaninda, Tiirkiye Avrupa Birliginin Ortak Ticaret Politikasini
uygulayacagini da taahhiit etmektedir. Bu taahhiit kapsaminda, Tirkiye
Avrupa Birligi ile hem ortak bir giimriik vergisi uygulamakla yiikiimli
olmakta hem de Avrupa Birliginin tercihli ticaret anlasmalarini uygulamak
zorunda kalmaktadir. Bu dogrultuda, Giimriik Birligi Kararinin 16.maddesi
uyarinca (Official Journal of the European Union, 1996) Tirkiye Glimriik
Birligi Kararimin yiiriirliige girdigi tarihten itibaren 5 yil icinde Avrupa
Birligi ile Giimriik Birligi anlagmas1 olan iilkelerle serbest ticaret anlagmasi
imzalamayi kabul etmektedir. Benzer sekilde, Giimriik Birligi Kararina gore
Tiirkiye, Avrupa Birliginin serbest ticaret anlasmasi imzalayacag tilkelerle
serbest ticaret anlagmasi imzalamak zorundadir. Ayrica, Giimriik Birligi
Kararinin 57. maddesi uyarinca Tiirkiye Avrupa Birliginin bilgisi olmadan

herhangi bir {iglincii tilkeyle tercihli ticaret anlagmas1 imzalayamayacaktir.

Tiirkiye’nin  Gumrik Birligi Kararlar1 ile uymayr taahhiit ettigi
zorunluluklar dogrultusunda, Tirkiye aslinda kendi dis ticaret politikasini
bagimsiz olarak belirleyemeyecegi seklinde ¢ikarim yapilabilmektedir. Zira
Tirkiye serbest ticaret anlagmasi imzalayacagi {ilkeleri kendi ticari
iliskilerine gore secememekte yalnizca Avrupa Birliginin serbest ticaret
anlasmas1 imzaladig tlkelerle ortak bir dig ticaret politikasi olusturma
imkanina sahip olmaktadir. Bu da Tiirkiye’nin aslinda Avrupa Birliginin dis
ticaret politikasin1 uygulamakla yiikiimlii olmasi anlamima gelmekte ve

Tiirkiye’nin ekonomik ve politik tercihlerine gore belirlenemeyen bu ticaret
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anlagmalarmin  Tirkiye’nin dig ticaretini olumsuz etkileyebilecegi

beklentisini olusturmaktadir.

Gumriik Birligi, Tirkiye’nin bagimsiz dis ticaret politikasi uygulamasini
engellemesinin  yani1 sira Avrupa Birliginin serbest ticaret anlasmasi
imzaladig1 {ilkelerin Tiirkiye ile serbest ticaret anlagsmasi imzalamak
istememesi durumunda Tiirkiye ekonomisini olumsuz etkileyebilecek riskler
ortaya ¢ikmaktadir. Avrupa Birligi ve Tiirkiye arasinda kurulan Giimriik
Birligi, mallarin serbest dolasimi esas almigsken, Avrupa Birliginin
imzaladig1 serbest ticaret anlagsmalart mensei kuralina gore islemektedir.
Buna gore, Glimriikk Birligi altinda Birlige {iye bir lilke tarafindan sinira
alman irlinler Birlik igerisinde serbestce dolasabilmektedir. Diger bir
deyisle, Birlik tiyesi bir iilke herhangi bir {igiincii iilkeden (Birlik dis1 bir
tilkeden) ithal ettigi {iriinii herhangi bir giimriik engeliyle karsilagsmadan
Tirkiye’ye ihra¢c edebilmektedir. Ancak imzalanan serbest ticaret
anlagmalar1 vergi kacagina yol a¢cmamak icin mensei kuralina gore
diizenlendiginden Avrupa Birligi iiyesi iilke tarafindan Tiirkiye’den ithal
edilen bir {irlin serbest ticaret anlagmasi imzalanan {igiincii bir iilkeye ihrag
edilememektedir. Bu duruma gore, Tiirkiye Avrupa Birliginin serbest ticaret
anlagsmas1 imzaladigr ancak Tiirkiye’nin taraf olamadigi her anlagsmada
dezavantajli duruma diismekte ve Tiirkiye piyasasi olusan asimetri ile dis
piyasalara kars1 daha kirilgan duruma gelmektedir. Ornegin, Avrupa
Birligi’nin Meksika ile bir serbest ticaret anlasmasi bulunmakta ancak
Tiirkiye’nin Meksika ile mevcut durumda bir serbest ticaret anlasmasi
bulunmamaktadir. Bu durumda, Meksika serbest ticaret anlasmasi
kapsaminda Avrupa Birligine ihra¢ ettigi bir Uriinii mallarin serbest
dolagimin1 esas alan Avrupa Birligi — Tiirkiye Giimrik Birligi Karari
kapsaminda Tiirkiye’ye diisiik maliyetle ihra¢ edebilmektedir. Diger bir
ifade ile Meksika’da firetilen bir iriin Tirkiye tarafindan uygulanan
herhangi bir giimriik engeline maruz kalmadan daha diisiik bir maliyet ile

thra¢ edilebilmektedir. Ancak, bu durumun tersi gecerli degildir. Bu
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kapsamda, Tiirkiye’de iiretilen bir iiriin Giimriik Birligi kapsaminda
herhangi bir Avrupa Birligi iilkesine mallarin serbest dolasimi prensibi
cercevesinde ihrag edilirken ayni {irtin Avrupa Birliginden Meksika’ya ihrag
edilememektedir. Ciinkii Avrupa Birligi ve Meksika arasindaki serbest

ticaret anlagmasi mengei kurali ile ¢aligmaktadir.

Mevcut durumda Tiirkiye’nin 20 iilke (Lihtenstayn, Norveg, Isvigre,
Izlanda, Israil, Makedonya, Bosna ve Hersek, Filistin, Tunus, Fas, Suriye,
Mistir, Arnavutluk, Giircistan, Karadag, Sirbistan, Sili, Urdiin, Morityus ve
Giiney Kore) ile yiiriirliikkte bulunan serbest ticaret anlagsmasi bulunmaktadir.
Yalnizca Avrupa Serbest Ticaret Birligi (EFTA) iilkeleri ile yapilan serbest
ticaret anlasmast Giimrikk Birligi Oncesinde imzalanmistir. Avrupa
Birliginin de EFTA filkeleri ile serbest ticaret anlasmasi bulunmasi
nedeniyle bu anlasma Giimriik Birligi Kararlarma aykirt bir durum
yaratmamis ve yirirlikte kalmistir. Diger yandan Giimriik Birligi Kararlar
sonrasinda Tiirkiye 27 {lilke ile serbest ticaret anlagsmasi imzalamis ancak
serbest ticaret anlagmasi imzalanan 11 iilkenin AB’ye iiyeligi nedeniyle
imzalanan serbest ticaret anlagmalar1 genisletilerek Giimriikk Birligine
dontigmiistiir. Diger yandan, Liibnan, Malezya, Fildisi Sahilleri, Gana,
Kosova ve Moldova ile de serbest ticaret anlasmasi goriismeleri
tamamlanmistir. Gana ile yapilacak serbest ticaret anlagsmasi imza
asamasinda olup, diger 5 ilke ile yapilacak STA iilkelerin i¢ onay
sireglerine sunulmustur. Bu anlagsmalarin yaninda, Tirkiye’nin farkh
tilkelerle serbest ticaret anlagmasi miizakereleri ve miizakere girisimleri

surmektedir.

Glimriik Birligi Kararlarina goére Tirkiye’'nin AB’nin serbest ticaret
anlagsmast imzaladigi tiim {lkelerle anlagsma imzalama yikimliligi
bulundugu halde iigiincii iilkelerin Tiirkiye ile serbest ticaret anlagmasi
imzalama konusunda isteksizlikleri nedeniyle Tiirkiye’nin AB’den daha az

serbest ticaret anlasmasi bulunmaktadir.
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Tiirkiye’de ihracat ve ithalat hem nominal hem de reel olarak artan bir trend
izlemektedir. Ozellikle 2000°1i yillarin bagindan itibaren ticaret akimlarinda
hizli artiglar meydana gelmis ve 2014 sonu itibariyla ihracat 158 milyar
dolara, ithalat 242 milyar dolara yilikselmistir. Tilirkiye dis ticaret agig1 veren
tilkeler arasinda degerlendirilmekte ve bazi yillar disinda ticaret agiginin
stirekli genisledigi goriilmektedir. 2014 yilsonu itibariyla Tiirkiye nin
yaklasik 84 milyar dolar dis ticaret a¢1g1 bulunmaktadir.

Nominal ve reel verilerin yaninda, ihracat hacim endeksi ve birim deger
endeksleri de incelendiginde, 6zellikle 2000°1i yillarda gozlenen artiglar 6ne
cikmaktadir. Ihracat ve ithalatta yasanan hizhi artislar dis ticaretin GSYIH
icindeki payinda da artisa yol acarak, Tiirkiye ekonomisi i¢in dis ticaretin
Onemini artirmistir. 1987 yilinda yiizde 16 ve ylizde 18 civarinda olan
sirastyla ihracat ve ithalatin GSYIH icindeki pay1 2014 sonu itibariyla %26

ve %33 seviyesine yiikselmistir.

Tiirkiye nin ticaret ortaklar1 incelendiginde, Almanya, italya, Rusya, Fransa,
ABD ve Ingiltere hem 1980 yilinda hem de 2013 yilinda Tiirkiye nin en
fazla ihracat yaptig1 ilk 10 iilke arasinda yer alirken; Almanya, Iran, ABD,
Fransa, Isvi¢re ve Italya Tiirkiye'nin en fazla ithalat yaptig1 ilk 10 iilke

icindeki yerini korumustur.

Betimleyici istatistikler, liberal ekonomi politikalarinin uygulamaya
kondugu 1980 yilindan gilinlimiize Tirkiye ekonomisi iginde ticaret
akimlarinin hacminin ve 6neminin arttigini ortaya koymaktadir. Bu artista
bolgesel ticaret anlagmalarinin rolii bu tezin ana arastirma sorusunu

olusturmaktadir.

Bolgesel ticaret anlagmalarmin 6nemini analiz etmek amaciyla oncelikle
ceyreklik veriler kullanilarak elde edilen yillik ihracat i¢in reel ihracat
endeksi hesaplanmistir. ABD dolar1 cinsinden nominal ihracat degerleri
ABD tiiketici fiyat endeksi kullanilarak reel hale doniistliriilmiistiir.

Tiirkiye’nin her bir ticaret ortagina yaptigi reel ihracat degeri 1998 yili ilk
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ceyrek ABD dolar1 cinsinden hesaplanmis ve Tiirkiye’ nin dis ticaret ortagi
ilkeler ile imzaladigr bolgesel ticaret anlagsmalarinin yiiriirliige girdigi
tarihler “ceyrek 0” olarak belirlenmistir. Buna gore, anlagsmalarin yiirtirliige
girdigi ¢eyrek oncesinde ve sonrasinda reel ihracat degerleri hesaplanmistir.
Ulkeler arasinda karsilastirmanin yapilabilmesi amaciyla da anlasmanin
yirtirliige girdigi tarihteki reel ihracat degeri 100 olarak belirlenmistir.
Hesaplanan reel ihracat endeksleri Tiirkiye’nin ticaret ortaklarina yaptigi
thracatin anlagsma sonrasi1 donemde bir¢cok Ornekte arttigini gostermektedir.
Ancak bu donemde Tiirkiye’nin genel anlamda ihracat hacminde de bir artig
gozlendigi igin bolgesel ticaret anlagsmasi imzalanan ilkelerin Tirkiye nin
dis ticareti icindeki payinin artis saglayip saglamamasi daha 6nemli bir bilgi
vermektedir. Bu nedenle, Tirkiye’nin ticaret ortaklari i¢in ayni veriler
kullanilarak dis ticaret icindeki paylari icin farkli bir endeks daha
hesaplanmistir. Bu endeks de ilkine paralel olacak sekilde, anlagmanin
yirtirliige girdigi tarihte 1 degerini almaktadir. Hesaplamalar, Tiirkiye nin
thracatinda serbest ticaret anlagmasi ortaklarinin payinin anlasma sonrasinda
belirgin bir artig gostermedigini ortaya koymaktadir. Glimriik Birliginin ise
Avrupa Birligi iilkelerinin Tiirkiye’nin dis ticareti i¢indeki paymin artigina

neden olduguna ulasilabilmektedir.

Bu asamaya kadar analiz iilkeler arasinda gergeklesen tiim ticaret
akimlarimin incelenmesi iizerine kurulmustur. Ancak bolgesel ticaret
anlagsmalar ile {ilkeler arasinda tiim {iriinlerin serbest dolasimi s6z konusu
olmamakta sadece taraflar arasinda belirlenen iirtinlerin serbest dolasimina
izin verilmektedir. Bu kapsamda, bolgesel ticaret anlagmalari ile kapsanan
tirtinlerin analizinin degerlendirmeye katki saglayacag diisiiniilmektedir. Bu
dogrultuda, Tiirkiye’nin ticaret ortagi ekonomilerle imzaladigi bdlgesel
ticaret anlagsmalarina konu olan ticaret akimlart hesaplanmistir. Genel
olarak, bolgesel ticaret anlagmalari sanayi iriinlerine ve sinirli olarak
tarimsal {riinlere uygulanan giimriik engellerini kaldirilmaktadir. Nitekim

toplam ihracat ve ithalatin 6nemli bolimii de sanayi firiinlerinden
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olusmaktadir. Tirkiye 0©zelinde de durum geneli yansitmaktadir.
Tiirkiye’nin  bolgesel ticaret anlasmast imzaladigi {lkelerle ticareti
incelendiginde neredeyse biitiin iilkelerle ticaretin yiizde 80’den fazlasi
islenmis {iriin ticaretinden gelmektedir. Bu nedenle, anlagsmalarin 6lgegi ve
kapsami iiriin farklilagmalarint incelemeden genel ticareti yorumlayacak

Olcii de biiyiikliige sahiptir.

Uluslararasi ekonomi de kullanilan Cekim Modeli aslinda Newton’un
kiiresel yer ¢ekimi kanununa dayanmaktadir. Newton’un kanununa gore,
kiitleler arasinda c¢ekim giicii kiitlelerin biiytlikliigl ile dogru aralarindaki
uzaklhigin karesi ile ters orantilidir (Cohen, 1999). Benzer sekilde,
uluslararas: ticarette iilkelerin biiytikliikleri ticareti pozitif etkilerken, iki
iilke arasinda mesafe ticaret maliyetleri yaratarak ticareti olumsuz

etkilemektedir.

Ampirik ¢aligmalarin ¢ogunda yatay kesit verileri kullanilarak olusturulan

cekim modeli esitligi su sekildedir:

Xije = [goyiflyjfz[) eﬁ4Lije.BSCBijeﬁGRTAijtgijt (1)

'_3
ij
Bu esitlikte X;;; t zamaninda ihracatg1 i llkesinden ithalatgi j iilkesine
gerceklesen ticaret akimini, Y;; t zamaninda ihracatci { iilkesinin Gayri Safi
Yurtici  Hasilas’m  (GSYIH), Y; t zamaninda ithalatg1 j {ilkesinin
GSYIH’sini, D; ; 1hracatei i tlkesi ile ithalater j tilkesi arasindaki mesafeyi,
L;;’de (2) numarali esitlikte belirtildigi gibi ortak dil kukla degiskenini
temsil etmektedir.
L. = {1, i ve j Ulkesi ortak dili paylastyorlarsa @)
Y10, aksitakdirde
Benzer sekilde, CB;; (3) numaral esitlikte belirtildigi gibi diger bir kukla

degisken olarak ortak karasal sinir1 temsil etmektedir.
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CB.. = {1, i ve j Ulkesi ortak karasal sturt paylastyorlarsa 3)
U0, aksitakdirde

RTA;j;’de t zamanda i ve j lilkesi arasinda serbest ticaret anlasmasi veya

giimriik birligi gibi bolgesel ticaret anlasmasi bulunup bulunmamasina gore

degisen ikili degiskeni gostermektedir (Esitlik 4).

RTAijt =

1, tzamaninda i ve julkesi arasinda bolgesel ticaret anlasmast
varsa
0, aksi halde

(4)

Ticaret akimlarinda ¢ekim modeli ekonometrik olarak ilk kez Jan Tinbergen
tarafindan kullanilmistir (1962). Bu ¢alismada kullanilan model Esitlik (1)’e
benzer ancak ortak dil ve zaman boyutunu analize dahil etmemistir.
Tinbergen (1962) calismasinda Ingiliz Millet Toplulugu ve Beneliiks
Ekonomik Birligi birlesmesini incelemistir. Ampirik bulgular modelin
ticaret akimlarin1 agiklamada g¢ok giiglii oldugunu gostermektedir. Elde
edilen bulgulara gore, Beneliikks Ekonomik Birligi’ne iiyeligin istatistiksel
olarak anlamli bir etki gdstermedigi ve Ingiliz Milletler Toplulugu’na
tiyeligin ¢ok sinirli (%5) etkide bulundugunu ortaya koymaktadir. Tinbergen
(1962) galismasindan sonra ¢ekim modeli kullanilarak yapilan ¢alismalar
stirdliriilmiistiir. Bu kapsamda, P6yhonen (1963), Linnemann (1966), Aitken
(1973) ve Sapir (1981) erken donem ¢ekim modeli ¢alismalari arasinda yer

almaktadir.

Cekim modelinin ortaya ¢ikmasindan sonra, bir¢ok akademik calisma ile
cekim modelinin arkasinda yatan bir teori olusturulmaya calisilmistir.
Anderson (1979), Deardorff (1980), Bergstrand (1985 ve 1989), Eaton ve
Kortum (2002) ve Anderson ve van Wincoop (2003) calismalar1 ¢ekim

modeli teorisine katki saglayan temel ¢alismalar arasinda yer almaktadir.
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Cekim modeli, ortaya ¢iktig1 1962 yilindan bu yana dig ticaret alaninda
kullanilmaya devam edilmistir. Ozellikle, ticaret anlasmalarmin iilkeler
tizerindeki etkisinin incelendigi ¢alismalarda ¢ekim modeli siklikla tercih
edilmektedir. Ancak bu alandaki calismalar incelendiginde, ayni1 anlagsma
icin farkli etkiler bulan ¢aligmalarin mevcut oldugu, bu nedenle de tahmin
yonteminin secilmesinin sonuglar1 etkiledigi gozlenmektedir. Ornegin
Bayoumi ve FEichengreen (1997)’e ait EFTA anlasmasinin etkilerinin
incelendigi calismada, EFTA’nin dis ticaret hacimlerini artiric1 bir etkiye
sahip oldugu ortaya konarken Winters (2001)’in ¢alismasinda EFTA’nin
tiyeler arasindaki ticareti etkilemesinde istatistiksel olarak anlamsiz ve
olumsuz etkilere sahip oldugu sonucuna ulasilmistir. Cekim modelinin dig
ticaret alaninda siklikla kullanilmasinin yaninda, gog¢, dogrudan yabanci

yatirimlar ve portfoy yatirimlarinin agiklanmasinda da kullanilmaktadir.

Tiirkiye’nin dig ticaretinin ¢ekim modeli ile incelendigi ¢aligmalar sadece
Avrupa Birligi - Tiirkiye Giimriik Birligini konu almaktadir. Diger bir ifade
ile Tirkiye’nin imzaladigi serbest ticaret anlasmalarini bagimsiz olarak ya
da Glmrik Birligi ile ele alan g¢alisma bulunmamaktadir. Bildigimiz
kadariyla, bu ¢alisma Tiirkiye’nin imzaladig1 bolgesel ticaret anlasmalarinin

tamamini ele alan ilk ¢aligsma olacaktir.

Tiirkiye lizerine yapilan ¢alismalar Giimriik Birliginin Tiirkiye tizerindeki
etkisi konusunda ortak bir sonuca ulasamamaktadir. Cekim modeli kullanan
calismalardan olan Antonucci ve Manzocchi (2006) Giimriikk Birliginin
Tirkiye ve Avrupa Birligi arasinda ilave bir ticaret hacmi yarattigini
desteklememektedir. Bu calismaya paralel olarak, Bilici, Erdil ve Yetkiner
(2008) de Giimriik Birliginin 6nemli bir yapisal degisiklige yol agmadigi
sonucuna ulagmiglardir. Buna karsin, yine ¢ekim modeli kullanilmis olan
Adam ve Moutos (2008) c¢alismasinda Giimriik Birliginin Tirkiye ve

Avrupa Birliginin sanayi iiriinleri ihracatini artirdigi sonucuna ulagilmigtir.
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Cekim modeli kullanmayarak Giimriik Birliginin Tiirkiye ekonomisini
inceleyen c¢aligmalar incelendiginde ise, Neyapti, Taskin ve Ungor
(2007)’tin Giimriik Birliginin Tirkiye ve Avrupa Birligi arasindaki ticareti
olumlu olarak etkiledigi sonucuna ulastiklar1 goriilmektedir. Genel denge
modeli yaklagimi kullanarak Giimriik Birliginin analizini yapan Mercenier
ve Yeldan (1997) Giimriik Birliginin Tiirkiye ekonomisini olumsuz
etkileyecegi sonucuna ulasirken Harrison, Rutherford ve Tarr (1997) ise

Gilirmriik Birliginin refah artisina neden olacagi sonucuna ulagmislardir.

Literatiirde, bolgesel ticaret anlasmalarinin, ticaret akimlari {izerinde
etkisinin incelenmesi amaciyla siklikla bagvurulan yontem ¢ekim modelidir.
Bu nedenle, bu ¢alismada mevcut olan dis ticaret literatiirii dogrultusunda
cekim modeli ve bu modele iliskin tahmin yontemlerindeki giincel

yaklagimlar kullanilmstr.

Cekim modeli kapsaminda, Tiirkiye’nin ihracati ve ithalati Tiirkiye’nin ve
ticaret ortaginin toplam ekonomik biiyiikleri (reel gayri safi yurti¢i hasila),
Tiirkiye ve ticaret ortagi iilke arasindaki mesafe, ortak karasal smir ve
bolgesel ticaret anlagsmalariin varligi degiskenleri ile agiklanmistir. Tahmin
yontemi olarak, Baier ve Bergstrand (2007)’in c¢alismasinda 6nerildigi gibi
hem yatay kesit hem de zaman kesit sabit etkileri kullanimi1 benimsenmistir.
Analizde, Tiirkiye’nin 126 ticaret ortag iilke veya tilke grubu kapsanmustir.
Bu kapsamda, Tiirkiye’nin 1992-2013 yillar arasindaki ticareti yillik veriler
kullanilarak analiz edilmistir. Verilerin elde edilmesinde, Tiirkiye
Cumhuriyeti Ekonomi Bakanlgi, Tiirkiye Istatistik Kurumu, Federal
Reserve Bank of St. Louis ve Center for International Prospective

Studies’den yararlanilmistir.

Tahmin sonuglaria gecildiginde, ilk olarak ne yatay kesit ne de zaman
kesitinde sabit etkiler kullanilmayarak elde edilen havuzlanmis en kiigiik
kareler yontemi kullanilmigtir. Bu yontem ile ihracat iizerinde temel g¢ekim

modeli degiskenleri olan ekonomik biiyiiklik, mesafe ve ortak karasal
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siirin ekonomik ve istatistiki olarak anlamli oldugu sonucuna ulasilmistir.
Bolgesel ticaret anlagmalarinin rolii incelendiginde ise, bolgesel ticaret
anlagsmalarin Tiirkiye’nin ihracatin1 etkilemedigi sonucuna ulasilmistir.
Anlagmalar giimriik birligi ve serbest ticaret anlagmalar1 olarak
ayristirilldiginda da sonu¢ degismemis; her iki anlagsmanin da Tiirkiye’nin
ticaretini artirict bir unsur olmadigr gézlenmistir. Ayni tahmin, ithalat i¢in
de tekrarlanmis olup Tiirkiye’nin ithalatin1 agiklamada temel ¢ekim modeli
degiskenlerinin ekonomik ve istatistiki olarak anlamli oldugu goézlenmistir.
Bolgesel ticaret anlagmalarinin Tirkiye’nin ithalatt {izerindeki etkisi
incelendiginde ise bolgesel ticaret anlagsmalarinin toplu olarak ithalat
tizerinde etkili oldugu bu olumlu etkinin Giimriik Birligi iilkelerinden olan
ithalattan kaynaklandigi sonucuna ulasilmistir. Sonug¢ olarak, ilk tahmin
yontemine gore bolgesel ticaret anlagmalar1 Tiirkiye’nin ihracatini

etkilemezken ithalatinda artirici bir etki olusturmaktadir.

Ikinci tahmin y&ntemi olarak zaman kesitinde sabit etkiler kullanilmistir. Bu
tahminde de temel ¢ekim modeli degiskenleri Tiirkiye’nin hem ihracatini
hem de ithalatin1 agiklamada ekonomik ve istatistiki olarak anlamli
cikmigtir. Bolgesel ticaret anlagmalarinin (giimriik birligi ve serbest ticaret
anlagsmalar1  O6zelinde de)  Tirkiye’nin  ihracatin1  etkilemedigi
gbzlenmektedir. Buna karsin, s6z konusu anlagsmalarin Tiirkiye’nin ithalatini
olumlu etkiledigi sonucuna ulasilmaktadir. Bu sonuglar birinci tahmin
yontemi olarak tutarli olarak, bolgesel ticaret anlagmalarinin Tirkiye nin
thracatin1 artirict bir unsur olmadigini ancak ithalatin1 artirict bir unsur

oldugunu ortaya koymaktadir.

Ugiincii tahmin yonteminde ise yatay kesitte sabit etkiler kullanilmistir.
Diger bir ifade ile standart panel veri sabit etkiler modeli kullanilarak
Tirkiye’nin ihracat ve ithalati tahmin edilmistir. Bu kapsamda, bolgesel
ticaret anlagsmalarinin Tiirkiye nin ihracatini artirict bir etki dogurmadigi
gozlenmistir. Bolgesel ticaret anlagmalari, giimriik birligi ve serbest ticaret

anlagmalar1 olarak iki farkl degiskene ayrildiginda da sonu¢ degismemistir.
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Tiirkiye’nin ithalatinda da bolgesel ticaret anlagsmalari toplu incelendiginde
olumlu bir etki dogurmazken, glimriik birligi ve serbest ticaret anlagmalari
olarak ayristirildiginda Gilimriik Birliginin Tiirkiye’nin ithalatini artirici bir
unsur olusturdugu sonucuna ulasilmistir. Sonug¢ olarak, ilk {ic tahmin
yontemi birbiri ile tutarl sonuglar dogurmustur. Bu kapsamda, bu {i¢ tahmin
yontemi de Tiirkiye’nin ihracatinin anlagmalardan etkilenmedigini ancak

ithalatinin etkilendigini ortaya koymaktadir.

Son tahmin yontemi olarak hem zaman kesitinde hem de yatay kesitte sabit
etkiler kullanilmistir. Bdylece, hem iilkeler arasi dlgiilemeyen farklilasmalar
modele, hem de zaman igerisinde degisen ancak gozlenemeyen etkiler
modele dahil edilmistir. Bu nedenle, nihai olarak referans alinan tahmin
sonuclar1 bu yontem ile elde edilenlerdir. Bu modelde de, diger ii¢ yonteme
paralel olarak bolgesel ticaret anlagmalarinin Tiirkiye’nin ihracatini
artirmadigr sonucuna ulagilmistir. Anlasmalar, giimriik birligi ve serbest
ticaret anlagsmasi olarak ayristirlldiginda da sonuclar degismemistir. Diger
bir ifade ile Tiirkiye’nin ticaret anlagmasina yaptig1 ihracat diger etkiler
kontrol edildiginde istatistiki olarak diger iilkelerden farkli degildir. ithalat
tarafinda ise, bolgesel ticaret anlagsmalarinin Tirkiye’nin ithalatin1 artiric
bir etki oldugu gozlenmistir. Anlagsmalar, giimriik birligi ve serbest ticaret
anlagmas1 olarak ayristirlldiginda aslinda bu artirict etkinin - Giimriik
Birliginden kaynaklandigi ve serbest ticaret anlagmalarmnin Tiirkiye nin
ithalatin1 etkilemedigi sonucuna ulasilmistir. Bu sonuglar da ilk {i¢c tahmin

yontemi ile birbiri ile tutarhdir.

Sonug olarak, Tiirkiye ve Avrupa Birligi arasinda 31 Aralik 1995 tarihinde
kurulmus olan Giimriik Birligi Tiirkiye’nin dis ticaretinde ¢ok Onemli bir
yere sahiptir. Ancak bu Karar, Tirkiye’nin aleyhine yiikiimliiliikler
icermektedir. Bu dogrultuda, Tirkiye serbest ticaret anlagsmasi ortaklarini
secme hakkina sahip degildir. Tiirkiye nin serbest ticaret anlagsmasi ortaklari
Avrupa Birligi’nin dis ticaret politikasi tercihleri ile belirlenmektedir. Bu

nedenle, serbest ticaret anlagmalar1 Tiirkiye tarafindan se¢ilmedigi i¢in bu
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anlagmalarin Tiirkiye’nin ihracati iizerindeki etkisinin anlamli olmamasi

beklenmektedir.

Bu tezin konusu da bolgesel ticaret anlagsmalarinin, giimriik birligi ve serbest
ticaret anlagsmalar1 6zelinde de incelenerek, Tiirkiye nin ihracat ve ithalatimi
artirtp artirmadigimin analiz edilmesidir. Dig ticaret literatlirii ile uyumlu
olarak ¢ekim modeli ve bu modele iliskin gilincel tahmin yontemleri

kullanilmustir.

Analizde, 126 iilke veya iilke grubunu kapsayan Tiirkiye’nin dis ticaret
verileri kullanilmig olup veri seti 1992 — 2013 yillarin1 kapsamaktadir. Elde
edilen tahmin sonuglari, bolgesel ticaret anlasmalarinin Tiirkiye’nin
thracatini artirict bir unsur olmadigini ortaya koyarken Tiirkiye’nin ithalatini
artirict bir etkiye sahiptir. Diger bir ifade ile Tiirkiye’nin bolgesel ticaret
anlagmasi imzalamis oldugu iilkelerden yapmis oldugu ithalat diger iilkelere
kiyasla daha fazladir. Bolgesel ticaret anlagsmalarinda, giimrik birligi ve
serbest ticaret anlagmalar1 olarak ayrima gidildiginde ise; Tiirkiye ve
Avrupa Birligi arasinda kurulmus olan Gilimriik Birliginin Tiirkiye nin
ithracatin1 etkilemedigi gozlenirken ithalatin1 artirdigi ortaya c¢ikmaktadir.
Ote yandan, beklentilere paralel olarak serbest ticaret anlasmalarinin
Tirkiye’nin ihracat ve ithalatinda bir etkiye sahip olmadigi sonucuna

ulasilmaktadir.
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APPENDIX.F

TEZ FOTOKOPISI iZIN FORMU

ENSTITU

Fen Bilimleri Enstitiist

Sosyal Bilimler Enstitiisii X

Uygulamal1 Matematik Enstitiisii I:I

Enformatik Enstitiisi

Deniz Bilimleri Enstitiisi

YAZARIN

Soyadi : MAVUS KUTUK
Adi : Merve
Boliimii : Tktisat

TEZIN _ADI: DO REGIONAL TRADE AGREEMENTS ACTUALLY
INCREASE TURKEY’S FOREIGN TRADE?

TEZIN TURU: Yiiksek Lisans X Doktora

1. Tezimin tamamindan kaynak gosterilmek sartiyla fotokopi alinabilir.

2. Tezimin igindekiler sayfasi, 6zet, indeks sayfalarindan ve/veya bir
boliimiinden kaynak gosterilmek sartiyla fotokopi alinabilir.

3. Tezimden bir (1) yil siireyle fotokopi alinamaz. X

TEZIN KUTUPHANEYE TESLiM TARIHI:
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