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Key messages*

Increasing backward and forward participation bring opportunities for repositioning.
Turkiye’s export competitiveness across sectors is highly diverse.

Achieving higher economic complexity could bring higher income per capita.
Turkiye is currently specialized in products with relatively lower complexity.

Our proposals for export diversification strategy point out to the products that could improve

technological know-howin differentiated gradual steps.

*The working paper is available at the following link.


https://www.bbvaresearch.com/en/publicaciones/turkiye-positioning-of-turkiye-in-global-value-chains-gvcs/
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Increasing integration in GVCs bring higher foreign value added
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Our analysis adjusts the RCA by subtracting foreign value added from gross exports to show the competitiveness of a country’sdomestic value

guantifies the overall competitiveness of a country in the export of a sector/product.
added in exports.
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Turkiye ranks 40th among 132 countries in economic complexity

ECONOMIC COMPLEXITY INDEX (ECI) RANK OF COUNTRIES

ECI Ranking

25 50 75 100125

Source: The Growth Lab at Harvard University International Trade Data (2019), Garanti BBVA Research.

Economic complexity ranks countries according to diversity and complexity of their exports.

Countries with high diversity of productive know-how are able to produce more diverse sophisticated products.
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Higher economic complexity bring higher income

ECI VS. GDP PER CAPITA SECTORAL EMPLOYMENT VS. ECI ECIVS. COMPLEXITY OUTLOOK
(1995-2020) (1995-2020) INDEX (2020)

Agriculture Industry Services

y i ) 3 TUR
R*=0.32 R*=0.42 ..
100 ESP

IND. BGR
PRT oL

DN Nﬁ{
VNM

LTU « THA
EGY  grg BLR " HURRBEL_FRA
’ CAN \VRV 4 USA swe
PAK  ZAF BIH ROU CHE

LKA BRA GRC* MEX/‘"S /<GBR KOR \
B AUT
GTM™ Jor/ LUKR DNK ITA

log_GDPPC
Share in Total Employment (%)

s 3 KEN~ ARG léw c&Rus PHL \HKG —CZE
MMR\ PER RN | pé 1/ NZL NOR 1SR™CHN SGP
0 vzl AR\,A 7
LB/MDA MKD
UGA-SEN U LBN ~CRI SAU JPN
ECU\JZA ND b IRL
AFGWING\M V\ \ B n
GIN NGANCI »-gb NANCHL \N~
OMN~SLE
ST Wi G P YARN
6 ' QAT
W\aco— JAM
0 / SDN
s RQ| LBY DZA NER
BFA"COD’ gag cus
-2
DEU
50 25 Y 25 3 2 1 0 1 2 3 2 1 0 1 2 3 2 1 0 1 2 r
Ecl 5 ECI 2 1 o 1 2

Source: The Growth Lab at Harvard University International Trade Data (2019), World Bank, Garanti BBVA Research.

Complexity Outlook Index (COI) measures how many complex products are near a country’s current productive capabilities.

* High COI means that the country is close to many complex products.
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trated on low complex products
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Source: The Growth Lab at Harvard University International Trade Data (2019), Garanti BBVA Research.



We propose differentiated steps to enrich exports sophistication

EXPORT DIVERSIFICATION STRATEGY

= ! RCA > 0.25,
° . Density > mean(density)
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Source: The Growth Lab at Harvard University International Trade Data (2019), Garanti BBVA Research.

Countries might follow different paths, depending
on the priorities they assign in different time
horizons.

In our analysis, we try to differentiate those paths:

“easier to go” targeting products nearer to
current capabilities to achieve short term
results

‘interim advantage” guaranteeing rapid
revenue gains from high income countries

“‘long term gains” enhancing complexity with
needed costly investment which can be
achieved in a longer horizon

We propose a differentiated path to take steps
gradually, build a technology infrastructure with
needed know-how and capital and in the
meantime develop the future for next generations.



Different paths for different goals

EASIER TO GO

INTERIM ADVANTAGE

LONG TERM GAINS

Code Product Name

3004 Medicaments, packaged

3926  Other articles of plastic

8536  Electrical apparatus for < 1k volts

8419 Equipmgnt for temperature change
of materials

8421  Centrifuges

8501 Electric motors and generators

8537  Electrical boards

8512 Electrical lighting equipment used
for motor vehicles

6810 Artllc.:I('as of cement, of concrete or of
artificial stone

8607  Parts of railway locomotives

Code Product Name Code Product Name
3004 Medicaments, packaged 8207 Interchangeable tools for hand tools
: . Parts and accessories for metal

3926  Other articles of plastic 8466 working machines

8536 Electrical apparatus for < 1k wolts Calendering or other rolling
Appliances for thermostatically 8420 machines, other than for metals or
controlled valves _ _

8421 Centrifuges 7315 Chain of iron or steel

8414  Pumps, compressors, fans, etc. 8414 Pumps, compressors, fans, etc.

85370 PEegrcalboards 8481 Appliances for thermostatically

controlled valves

8501 Electric motors and generators 8208 Knives and blades for machines

ga19 Equipment for temperature change 8482 Ball orroller bearings
of materials 6804 Grindstones

9405 Lamps 8421 Centrifuges

Source: The Growth Lab at Harvard University International Trade Data (2019), Garanti BBVA Research.
The tables show the top 10 products. Detailed product lists are available in the working paper

Machinery and electrical apparatus (84-85) and metals (72-83) sectors stand out in export diversification strategy.

Advantageous position due to know-how in machinery and equipment could pave the way to higher technology.

Policy advice complemented with a sound plan addressing not only economic but also social and political conditions.
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Disclaimer

Thisdocument hasbeen preparedby BBVA Research Department.Itisprovided forinformation purposesonly and expresses data, opinionsorestimationsregardingthe date of issue of
the report, prepared by BBVA orobtained from orbased on sources we considerto be reliable, and have notbeen independently verified by BBVA. Therefore, BBVA offersno warranty,
eitherexpress or implicit, regardingitsaccuracy, integrity or correctness.

Any estimationsthisdocumentmay contain have beenundertaken according to generally accepted methodologiesand should be co nsidered asforecasts or projections. Resultsobtained
in the past, eitherpositive ornegative, are no guarantee of future performance.

Thisdocumentand itscontentsare subject to changeswithout prior notice depending on variablessuch as the economic context or market fluctuations. BBVA isnot responsible for
updating these contentsor for giving notice of such changes.

BBVA acceptsno liability forany loss, direct orindirect, that may result from the use of thisdocument oritscontents.

Thisdocumentand itscontentsdo not constitute an offer, invitation or solicitation to purchase, divest orenterinto any i nterestin financial assets orinstruments. Neither shall thisdocument
norits contentsform the basis of any contract, commitment or decision of any kind.

With regard to investmentin financial assets related to economic variablesthisdocument may cover, readersshould be aware that underno circumstancesshould they base their
investment decisionson the information containedin thisdocument. Those personsor entitiesofferinginvestment productsto these potentialinvestorsare legally required to provide the
information neededforthem to take an appropriate investment decision.

The content of thisdocument isprotected by intellectual property laws. Reproduction, transformation, distribution, public communication, making available, extraction, reuse, forwarding or
use of any nature by any meansor process is prohibited, exceptin caseswhere itislegally permitted or expressly authorise d by BBVA on itswebsite www.bbvaresearch.com.
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