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Abstract 
This study aims at analysing effects of intermediate goods, capital goods and consumer goods on both import 

and export, and at determining the subsector led to deficits of balance of payments. To achieve this, various statistical 
techniques have been applied. To carry out the present study, data reported by the Central Bank of Turkey were used in 
the time period of 2000–2013.These results revealed that the economic factors (intermediate, capital, consumer goods) 
are significantly effective on the deficits of balance of payments. The analysis also showed that the corresponding 
imported goods are effective parameters onboth import and export. Contrary to common expectation, it is concluded 
that the deficits of balance of payments in the external trade of Turkey stem from the imports of the consumer goods. 
This study reveals that the policies should be created to encourage the decreasing of the items caused the deficits. It is 
important to note that our findings are usually in agreement with the literature. Possibility of countries’ involvement 
into economic crises can be determined before the crises take place and the countries will be therefore warned 
according to the results obtained. All graphical and statistical results here have been produced by the authors through 
EViews 7.1. 
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1. Introduction 

 
In economy import goods can be mainly categorized as intermediate goods, capital goods and consumer goods. 

Every country demands to import capital goods since the goods lead to increase the potentiality of production of the 
country. It is also well-known that countries do not intend to import consumer goods not to lose the control of the 
balance of payments. To supply the needs of domestic and foreign markets, intermediate goods are very crucial for 
import of a country. 

Behaviour of import in Turkey, like the rest of the world, is of great importance for both domestic markets and 
the balance of payments. Contrary to expectations, changes taken place in Turkish economy affect the rest of the 
countries especially European Union countries. It can be understood that the trend of Turkish import, comparison to 
previous periods, is nowadays prone to be in favour of intermediate and capital goods. As underlined by Fukumoto 
(2012: 435), import evaluating the direction of industrial structure in a country is a very vital indicator. 

As long as the industrial developments need less usage of intermediate goods, the technological advances will 
continue to be felt in every phase of economic life. Otherwise, increased use of raw materials, particularly intermediate 
materials, in the industrial sector is indicative that technological innovation is not pursued. Yet, the increase in import 
of consumer goods in the international competitiveness of a country indicates that it has lack of development.This case 
also means the reduction in the quality of the consumer goods in a country (Tang, 2003: 144). Since the deficit problem 
in the balance of payments in Turkey continues growing today, import is still of great impact. In order to reduce the 

77



Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series,  
Special Issue/2014- Information society and sustainable development 

 
„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 2344  – 3685/ISSN-L 1844 - 7007 

 
 

pressure of import of consumption goods on balance of payments on the long-term, in terms of economic policy, long-
term analysis is seen to be necessary (Le and Chang, 2013: 80). However temporary imports stemmed from emerging 
balance of payments deficits can be reduced or eliminated under the consideration of some monetary or fiscal policies 
(Bahmani et al., 2013: 73).  In this perspective, as revealed by long-term relationship permanent closure or reduction of 
chronic balance of payments deficits, persistent, fundamental, structural, and monetary policy requires (Zhang and 
Wan, 2008: 510). Increases in industrial sectors increasingly wide spread use of imported inputs plays an important role 
in enhancing the balance of payments deficits. As rigorously debated by Arize and Nippani (2010: 256), companies, 
inevitably, are turning to manufacturing in a way that promotes the use of imported inputs. Due to afore mentioned 
reasons, the renewal of the production mechanism of the industrial structure, offering consumer products that require 
technological life, is emerging as a necessity. 

Even though very valuable studies similar to the present one have been encountered in the literature, to the best 
of authors’ knowledge, there is no study dealing with effects of import goods of Turkey on both import and export 
capacities in the corresponding periods. The pragmatic aim of this study is to investigate the effects of fundamental 
import goods and to determine the subsector led to deficits of balance of payments. There is a common opinion that the 
effect of consumer goods is considerably low level on import goods (for instance see Clarket al., 2012: 78). In similar 
studies in the literature, consumers goods are considered to be ineffective on imports and very little amount of 
researches have been encountered on the possible effects of consumer goods on import and balance of payments. 
Imports of consumer goods are of long-term relation with total imports. In order to decrease the pressure experienced 
on the balance of payments, instead of imported consumer goods substitution of domestic products for the study of the 
ways is to give an idea on future work. 
 
2. Materials and Method 
 

Monthly data obtained from the Central Bank of Turkish electronic data dissemination system are used. In the 
present study, the Granger test explores if there exists along-term relationship between the two variables. All variables 
used in the modelare assumed to be stationary in the same order as is the case in the work of Kurita (2010: 576).Since 
the mean and variance of the variables are independent of time (Enders, 2004: 70), stationarity of the variables is 
tested.The variables are co-integrated, when the level of error terms are analyzed, as long as the level values are 
stationary (Carone, 1996: 5). 

Schawarz Akaike information criterion is checked. The optimal lag is selected. Then cointegration test is 
performed. Later, if there is co-integration between the variables, error correction model is generated (Arize, 1996: 
417-435). Our objectiveis to purify the negative impacts led by the value losses on the results. Error correction model 
fulfills this case.The variables are all significant at 5 % level of significance. 
 
3. Results and Discussion 
 

As seen in Tables 1 a, b, the series of first-degree is seen to be stable. The level of regression residual value is 
assessed according to whether they are stationary or not. If the level of first-degree values is stationary, the variables 
are co-integrated.  

Table 1a: The long-run causality from consumer goods imports to aggregate import (Granger-Causality test) 
Aggregate Import Exogenous Prob& Alfa Result 
Level Intercept 0.7578>0.05 Non-stationary 
Level Trend and intercept 0.0093<0.05 Stationary 
Level None 0.8463>0.05 Non-stationary 
1.st difference Intercept 0.0318<0.05 Stationary 
1.st difference Trend and intercept 0.1255>0.05 Non-stationary 
1.st difference None 0.0052<0.05 Stationary 
Consumer Goods Import Exogenous Prob& Alfa Result 
Level Intercept 0.8631>0.05 Non-stationary 
Level Trend and intercept 0.0033<0.05 Stationary 
Level None 0.9357>0.05 Non-stationary 
1.st difference Intercept 0.0020<0.05 Stationary 
1.st difference Trend and intercept 0.0121<0.05 Stationary 
1.st difference None 0.0004<0.05 Stationary 
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As a result, in Table 1b, the aggregate imports and consumer goods imported are co-integrated. That means the 
two reach the equilibrium level in long-term. It can be seen that there is a long-run relation between aggregate imports 
and consumer goods imported. 

 

Table 1b: Residuals from regression of aggregate import on consumer goods 
Residuals Exogenous Prob& Alfa Result 

Level Intercept 0.000<0.05 Stationary 
Level Trend and intercept 0.000<0.05 Stationary 
Level None 0.000<0.05 Stationary 

 
The results presented in Tables 2 a, b showed that the first-degree series is seen to be stable. Since the level of 

first-degree values is stationary, the variables aggregate import and intermediate goods imported are co-integrated. It is 
recognized to be a long-run relation between the aggregate import and intermediate items imported. 

Table 2a: The long-run causality from intermediate goodsimportedto aggregate import (Granger-Causality test) 
Aggregate Import Exogenous Prob& Alfa Result 
Level Intercept 0.7578>0.05 Non-stationary 
Level Trend and intercept 0.0093<0.05 Stationary 
Level None 0.8463>0.05 Non-stationary 
1.st difference Intercept 0.0318<0.05 Stationary 
1.st difference Trend and intercept 0.1255>0.05 Non-stationary 
1.st difference None 0.0052<0.05 Stationary 
Intermediate Goods Import Exogenous Prob& Alfa Result 
Level Intercept 0.7502>0.05 Non-stationary 
Level Trend and intercept 0.0043<0.05 Stationary 
Level None 0.8605>0.05 Non-stationary 
1.st difference Intercept 0.000<0.05 Stationary 
1.st difference Trend and intercept 0.000<0.05 Stationary 
1.st difference None 0.000<0.05 Stationary 
 

Table 2b: Residuals from regression of aggregate import on intermediate goods imports 
Residuals Exogenous Prob& Alfa Result 
Level Intercept 0.000<0.05 Stationary 
Level Trend and intercept 0.000<0.05 Stationary 
Level None 0.000<0.05 Stationary 

 
The variables aggregate import and capital goods imported are co-integrated since the level of first-degree 

values is understood to be stationary (see Tables 3a, b). Namely, the two variables reach the equilibrium level in long-
term. A long-run relation between the aggregate import and capital goods imported can be readily seen. 

Table 3a: The long-run causality from capital goods imported to aggregate import (Granger-Causality test) 
Aggregate Import Exogenous Prob& Alfa Result 
Level Intercept 0.7578>0.05 Non-stationary 
Level Trend and intercept 0.0093<0.05 Stationary 
Level None 0.8463>0.05 Non-stationary 
1.st difference Intercept 0.0318<0.05 Stationary 
1.st difference Trend and intercept 0.1255>0.05 Non-stationary 
1.st difference None 0.0052<0.05 Stationary 
Capital Goods Import Exogenous Prob& Alfa Result 
Level Intercept 0.8160>0.05 Non-stationary 
Level Trend and intercept 0.1319>0.05 Non-stationary 
Level None 0.8174>0.05 Non-stationary 
1.st difference Intercept 0.0126<0.05 Stationary 
1.st difference Trend and intercept 0.0500<0.05 Stationary 
1.st difference None 0.0015<0.05 Stationary 

 

Table 3b: Residuals from regression of aggregate import on capital goods imported 
Residuals Exogenous Prob& Alfa Result 
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Level Intercept 0.000<0.05 Stationary 
Level Trend and intercept 0.000<0.05 Stationary 
Level None 0.000<0.05 Stationary 

 
From Tables 4 a, b, the series is of degree 1 is seen to be stable. The variables consumer goods imported and 

aggregate export is co-integrated since the level of first-degree values is seen to be stationary. Similar to previous 
relations, the current one obtained between aggregate import and consumer goods imports is observed to be long-term. 

Table 4a: The long-run causality from consumer goods imports to aggregate export (Granger-Causality test) 
Aggregate Export Exogenous Prob& Alfa Result 
Level Intercept 0.8054>0.05 Non-stationary 
Level Trend and intercept 0.2272>0.05 Non-stationary 
Level None 0.9485>0.05 Non-stationary 
1st difference Intercept 0.000<0.05 Stationary 
1st difference Trend and intercept 0.000<0.05 Stationary 
1st difference None 0.000<0.05 Stationary 

Consumer Goods Import Exogenous Prob& Alfa Result 
Level Intercept 0.8631>0.05 Non-stationary 
Level Trend and intercept 0.0033<0.05 Stationary 

Level None 0.9357>0.05 Non-stationary 

1st difference Intercept 0.0020<0.05 Stationary 
1st difference Trend and intercept 0.0121<0.05 Stationary 
1st difference None 0.0004<0.05 Stationary 

Table 4b: Residuals from regression of aggregate export on consumer goods imported (Granger-Causality test) 
Residuals Exogenous Prob& Alfa Result 
Level Intercept 0.000<0.05 Stationary 
Level Trend and intercept 0.000<0.05 Stationary 
Level None 0.000<0.05 Stationary 

 
Looking at Tables 5 a, b shows that the series is stable. The variables aggregate export and intermediate goods 

imported are co-integrated as the level of first-degree values is stationary (see Table 5 a, b). So there is a long-run 
relationship between the variables. 

Table 5a: The long-run causality from intermediate goods imports to aggregate export (Granger-Causality test) 
Aggregate Export Exogenous Prop&Alfa Result 

Level Intercept 0.8054>0.05 Non-stationary 
Level Trend and intercept 0.2272>0.05 Non-stationary 
Level none 0.9485>0.05 Non-stationary 
1st difference Intercept 0.000<0.05 Stationary 
1st difference Trend and intercept 0.000<0.05 Stationary 
1st difference None 0.000<0.05 Stationary 
Intermediate Goods Import Exogenous Prob&Alfa Result 
Level Intercept 0.7502>0.05 Non-stationary 
Level Trend and intercept 0.0043<0.05 Stationary 
Level None 0.8605>0.05 Non-stationary 
1 st difference Intercept 0.000<0.05 Stationary 
1 st difference Trend and intercept 0.000<0.05 Stationary 
1 st difference None 0.000<0.05 Stationary 

 

Table 5b: Residuals from regression of aggregate export on intermediate goods (Granger-Causality test) 
Residuals Exogenous Prob&Alfa Result 
Level Intercept 0.000<0.05 Stationary 
Level Trend and intercept 0.000<0.05 Stationary 
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Level None 0.000<0.05 Stationary 
 

 
As is the previous cases; the variables aggregate export and capital goods imported are co-integrated since the 

level of first-degree values is figured out to be stationary (see Tables 6 a, b). So there is a long-run relationship between 
aggregate export and capital goods imported. 

 

Table 6a: The long-run causality from capital goods imports to aggregate export (Granger-Causality test) 
Aggregate Export Exogenous Prob&Alfa Result 

Level Intercept 0.8054>0.05 Non-stationary 
Level Trend and intercept 0.2272>0.05 Non-stationary 
Level none 0.9485>0.05 Non-stationary 
1st difference Intercept 0.000<0.05 Stationary 
1st difference Trend and intercept 0.000<0.05 Stationary 
1st difference None 0.000<0.05 Stationary 
Capital Goods Import Exogenous Prob&Alfa Result 
Level Intercept 0.816>0.05 Non-stationary 
Level Trend and intercept 0.1319>0.05 Non-stationary 
Level None 0.8174>0.05 Non-stationary 
1 st difference Intercept 0.0126<0.05 Stationary 
1 st difference Trend and intercept 0.0500<0.05 Stationary 
1 st difference None 0.0015<0.05 Stationary 

 

Table 6b: Residuals from regression of aggregate export on capital goods (Granger-Causality test) 
Residuals Exogenous Prob&Alfa Result 
Level Intercept 0.000<0.05 Stationary 
Level Trend and intercept 0.000<0.05 Stationary 
Level None 0.000<0.05 Stationary 

 
In order to check the accuracy and level of the relation between the subsectors and the imported items, also, the 

level of relation between the balance of payments and the corresponding subsectors is carefully investigated. It is also 
very noticeable that the relationships have been found to be long-run. The analysis carried out for each one of the 
subsectors has been taken into consideration as follows. 

As seen in Tables 7 a, b, the balance of payments and consumer goods imported are co-integrated.  It can be 
considered that there is a long-run relation between the balance of payments and consumer goods imported. 

 

Table 7a: The long-run causality from consumer goods imports to balance of payments (Granger-Causality test) 
Balance of payments Exogenous Prop&Alfa Result 
Level Intercept 0.4483>0.05 Non-stationary 

Level Trend and intercept 0.0479<0.05 Stationary 

Level none 0.5902>0.05 Non-stationary 
1st difference Intercept 0.000<0.05 Stationary 
1st difference Trend and intercept 0.000<0.05 Stationary 
1st difference None 0.000<0.05 Stationary 
Consumer Goods Import Exogenous Prob&Alfa Result 
Level Intercept 0.8631>0.05 Non-stationary 
Level Trend and intercept 0.0033<0.05 Stationary 
Level None 0.9357>0.05 Non-stationary 
1 st difference Intercept 0.0020<0.05 Stationary 
1 st difference Trend and intercept 0.0121<0.05 Stationary 
1 st difference None 0.004<0.05 Stationary 

 

Table 7b: Residuals from regression of balance of payments on consumer goods (Granger-Causality test) 
Residuals Exogenous Prob&Alfa Result 
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Level Intercept 0.000<0.05 Stationary 
Level Trend and intercept 0.000<0.05 Stationary 
Level None 0.000<0.05 Stationary 

 
 
The variables balance of payments and intermediate goods imported are co-integrated as the level of first-degree 

values is stationary. So there is a long-run relationship between the corresponding variables (see Tables 8 a, b). 
 

Table 8a: The long-run causality from intermediate goods imports to balance of payments (Granger-Causality test) 

Balance of payments Exogenous Prop&Alfa Result 
Level Intercept 0.4483>0.05 Non-stationary 
Level Trend and intercept 0.0479<0.05 Stationary 
Level none 0.5902>0.05 Non-stationary 
1st difference Intercept 0.0000<0.05 Stationary 
1st difference Trend and intercept 0.0000<0.05 Stationary 
1st difference None 0.0000<0.05 Stationary 
Intermediate Goods Import Exogenous Prob&Alfa Result 
Level Intercept 0.7502>0.05 Non-stationary 
Level Trend and intercept 0.0043<0.05 Stationary 
Level None 0.8605>0.05 Non-stationary 
1 st difference Intercept 0.0000<0.05 Stationary 
1 st difference Trend and intercept 0.0000<0.05 Stationary 
1 st difference None 0.0000<0.05 Stationary 

 

Table 8b: Residuals from regression of balance of payments on intermediate goods (Granger-Causality test) 
Residuals Exogenous Prob&Alfa Result 
Level Intercept 0.000<0.05 Stationary 
Level Trend and intercept 0.000<0.05 Stationary 
Level None 0.000<0.05 Stationary 

 
The variables balance of payments and capital goods imported are co-integrated as the level of first-degree 

values is stationary. It can be seen that there is a long-run relation between balance of payments and capital goods 
imported (see Tables 9 a, b). 

 

Table 9a: The long-run causality from capital goods imports to balance of payments (Granger-Causality test) 
Balance of Payments Exogenous Prop&Alfa Result 
Level Intercept 0.4483>0.05 Non-stationary 
Level Trend and intercept 0.0479<0.05 Stationary 
Level none 0.5902>0.05 Non-stationary 
1st difference Intercept 0.000<0.05 Stationary 
1st difference Trend and intercept 0.000<0.05 Stationary 
1st difference None 0.000<0.05 Stationary 
Capital Goods Import Exogenous Prob&Alfa Result 
Level Intercept 0.816>0.05 Non-stationary 
Level Trend and intercept 0.1319>0.05 Non-stationary 
Level None 0.8174>0.05 Non-stationary 
1 st difference Intercept 0.0126<0.05 Stationary 
1 st difference Trend and intercept 0.0500<0.05 Stationary 
1 st difference None 0.0015<0.05 Stationary 

 

Table 9b: Residuals from regression of balance of payments on capital goods (Granger-Causality test) 
Residuals Exogenous Prob&Alfa Result 
Level Intercept 0.000<0.05 Stationary 
Level Trend and intercept 0.000<0.05 Stationary 

82



Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series,  
Special Issue/2014- Information society and sustainable development 

 
„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 2344  – 3685/ISSN-L 1844 - 7007 

 
 

Level None 0.000<0.05 Stationary 
 
Increasing in imports leads to increase in Turkish export. There is a long-term relationship between export and 

import. According to the results, in Turkey, companies are turning to sectors that use imported inputs. The companies 
prefer to invest in the area used for imported inputs. Import of consumer goods gives rise to increasing in the total 
import. Increase of import of consumer goods shows that people prefer imported goods instead of domestic consumer 
goods. Use of imported goods leads to increase the use of imported raw material products. For example, car import is 
increasing oil imports. As pointed out by Gordon (2014:315), a long-term relationship means an increase in import of 
consumer goods. Thus, import of consumption goods means that it affects an increasing trend of total import. Its 
negative consequences are obvious. Resulting analysis shows that there exists the long-term co-integration relation. 
This means that the import of consumer goods leads to the balance of payments deficit and increase the amount of 
import (for instance see Kreinin, 2005:344). 

The increase in the import of intermediate goods means that manufacturing firms in the industrial sector directed 
to industry which uses the intermediate goods. In addition, technological developments in industry to reduce the use of 
intermediate goods can be said not experienced. The transition to other sectors can be expressed to be very limited. It 
can be stated that the industrial sector depends mostly on imported inputs (Salvatore, 2007: 191). 

The increasing in import of intermediate goods hinders sustainable growth on balance of payments due to the 
negative pressures. However, consumer goods are more effective than expected on total import means that Turkey is an 
importer of consumer goods. If we evaluate the results, in the Granger causality test, the relationship between consumer 
goods and total import is realized to be long-term. In other words, import of consumer goods is the cause of total 
import in Turkey. It is figured out that import of consumer goods is associated with the long-term balance of payments. 

The increase in the import of capital goods leads to increasing in production. Some countries especially 
developing countries cannot produce capital goods even though, due to the corresponding effect on the amount of 
production, countries want to import capital goods. Therefore they have to import those kinds of goods. As expressed 
by Krugman (2000:22), the countries that are manufacturers of capital goods can be said to be the developed 
economies.Our findings are mainly in agreement with the literature on the relation between the import ofcapital goods 
and the behaviour of the production. 

It can be mentioned that there is an indirect relation between the import and export of the consumer goods even 
though it is expected that there is no relation between them.As a result of  bilateral trade, a country where was imported 
goods is of export opportunities. Therefore the country where was imported will be able to catch some chance to sell its 
products and also to grasp deepening political relations.  

Comparison to the previously mentioned results, the relationship between the intermediate goods imported and 
export is very noticeable. Since increase of the intermediate items gives rise to increasing in the amount of production, 
some of the production is utilized for export. This case cause to increasing in export. Similar results can be observed for 
the relation between the capital goods imported and exported. The import of the capital goods will increase the capacity 
of domestic production and some of the increased production will be used for export. As suitably underlined by 
(Krugman, 2000: 23), this consequence leads to increasing in export. 
 
4. Conclusions 
 

This study has been concentrated on, through various statistical techniques, analysing effects of economic inputs 
imported (intermediate, capital and consumer goods) on both export and import of Turkey. This study revealed that the 
policies should be created to encourage the decreasing of the items caused the deficits.  

Contrary to common expectations, it has been concluded that the import of consumer goods leads to the deficits 
of balance of payments in the external trade of Turkey and increase the amount of import. It has, thus, been realized 
that consumer goods imported is more effective than expectations on total import.  

Once again, it has been concluded that Turkey is an importer of consumer goods at higher level than expected. 
Consumer goods imported has been seen to have long-term relation with total import. In other words, import of 
consumer goods is one of the causes of total import.  

The produced results have revealed that import of consumer goods is associated with the long-term balance of 
payments. Possibility of countries’ involvement into economic crises can be specified before the crises take place and 
the countries are therefore warned according to the produced results.All results here have been introduced by the 
authors through EViews 7.1. 
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