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ECONOMIC ASPECTS OF TURKISH- EUROPEAN UNION
(EU) RELATIONS

H. Saduman Okumd

Abstract

Turkey's relationship with the EU is long-standigd this relationship appears to
never lead to the membership of T rkey to the Bb.important aspects of the EU
is cconomic and it has been progressing towardsigue political structure, which
cannot be captured completely by any organisatianatiel of international
economics, becoming a self-sufficient entity. byhti of this, this article aims to seek
evidence that Turkey's economy is dependent oriréite with the EU to a great
extent, and not necessarily vice versa. The artickevs on evidence from the
detailed examination of trade relations betweenk&urand the EU over a long
period from both parties' perspectives. it is emtdbat the EU has been the largest
and most important trading partner of Turkcy over years. As such, it is suggested
that Turkey cannot afford to be outside the enlamgyet process of the EU. Given
that the long-standing relationship with Turkeye U also has shown willingness

to improve its economic relations with Turkey asseful trading partner.

1. Introduction

! Asst. Prof. Dr. H. aduman Okumy Istanbul Commerce Universily, Department of Bagkand
Finance, Tophanelitu Sok, No.2 Uskudar-Istanbul, Turkey. For corregfmcesokumus.iticu.edu. tr.
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1. Introduction

Turkey's relationship with the EU is long-standidgting back to the early 1960s.
The application for full membership by Turkey in8/9was rejected by the EU in
1989. No date yet was set for the re-opening ofnfidmbership negotiations.
Nevertheless, Turkey has showed determination ghat has to find a place for
herself within the enlargement process of the Eb.séme argue, this is not only the
battle given to prove to be European. Since inoaptihe EU has been progressing
towards a unique political structure, which canhet captured completely by any
organisational model of international economics. ifportant aspect of the EU is
economic. This encompasses the European Single étlddt goods, services,
capital and labour. Given that Turkey is a neighbwucountry to the EU region,
she cannot afford not to have a place within the Eldreover, the Turkish people
believe that the evaluation of Turkey's applicationmembership was significantly
influenced by political issues, dver the perhapgemmportant econo nic and social
considerations. To this end, it is useful to exaantime economic aspects of Turkish -
EU relations over the years in parallel with thegress that has been made in the
long-standing relationship between Turkey and the Ehis study aims to bring to light
the economic tie between Turkey and the EU by s$tgdyhe relevant statistics

regarding the two parties.

A brief history of fundamental developments in thieg-standing relationship

between Turkey and the EU was presented in Se2tidm the following section, an
important economic aspect of this relationship xarsined. More specifically,
foreign trade figures for the EU are examined, ligting both intra- and extra-EU

trade and Turkey's share of this. In order to gathgemportance of the EU to
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Turkish trade, Turkey's main trading partners aiefly analysed. In addition to
this, the development of Turkish-EU foreign investinis considered. Ithe final

section, some conclusions are drawn from the study.

2.Background to Turkish-EU Relations

In the post-war period, Europe was divided into thlocks; East and West.
Turkey's position appeared as a "front-line Statethe emergence of the bipolar,
cold-war atmosphere, in which the West was trymgreate a unif ed front against
the East. In this climate, from the Turkish polioyakers' point of view, the

inclusion of Turkey in all Western organisations sweegarded as a security
precaution. it was also a way of bcnef ting frome tichness of Western material
and technical resources, which could help the dgweént of the Turkish economy.
Thus the involvement of Turkey in the EU was a ratextension of Turkey's

inclusion in other Western organisations, suchN&TO; the Council of Europe;

the OECD.

Motivated by mainly politic&land economic issues, on the 12th of September,1963
Turkey signed the Ankara Agreement (The Associatigreemcnt) regulating
Turkey's association with the EU. Thc Associatiogrédemcnt went into effect on
the 1st of December, 1964. Along side the Turkishigh Trade Agreement of
1838, Treaty ofLausanne in 1923, it is regarded as one of the nmygbrtant

agreements concerning foreign trade and politieltions that Turkey has ever

" An influential factor in Turkey's inclusion as associate member of the EU was that Greece had lak
steps towards gaining membership. it was believedaa time. that Turkey had to be present on eaxch
every platform that the Greeks were associated, witbrder to prevent them from laking any unopgose
actions and to keep track of any plans that coddharmful to Turkey's progress. See, Eralp, A.
(1993),"Turkey and the Eulnh the changing post-war international system" inBalkir and A. M.
Williams (eds.),;Turkey and Europé,ondon: Pintcr Publishers Ltd., pp. 26-28.
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signed® Turkish foreign policy envisaged the agreementl@ing to full
membershig. However, according to article 28 of the Associatidgreement,
automatic accession to the EU is not unconditiothe, agreement being rather an
option not a claim by right, which may be realisédand when the country

concerned is deemed capable of entirely taking thesrelevant obligatiors.

The Association Agreement between Turkey and thealibtled to achieve two
major objectives. Firstly, it outlined three phassdsprogression consisting of a
preparatory, transitional, and then a final ph&scondly, it proposed to achieve
three fundamental goals) Free movement of goods and services between YJurke
and EU member countrie@i) Free movement of Turkish workers, afid)

Financial aid from the EU to Turkey.

The preparatory phase was required to be not thessfive years and not more than
eleven years, during which Turkey did not have twertake any obligations.
Effectively the preparatory phase ran between 18&81972, proceeding relatively
smoothly with the trade volume between Turkey dr EU increasing significantly

over this period.

Before completion of the preparatory period, thedifidnal Protocol, which set out

the procedures and terms of the next (transitiophfse, was signed on the 13 of
November 1970. It stipulated the main aim of tlansition period, which started on
the 1st of January 1973, to be the gradual esthiient of a customs bridge

1 Zaim. S. (1990), [in Turkish] " The EU mattersTafrkey, the answer of the EU and new choices",

Aydinlar Ocail MagazineAnkara, p. 38.
1 Ozal,T. (1991)Turkey in Europe. Europe in Turkeynkara: K.. Rusdem Brotheng. 312.
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between Turkey and the EU. This entailed immediatdition by the EU of custom
duties on Turkish industrial products, and a gradlimination of custom duties by
Turkey on EU products. Over the first years of thansitional phase Turkish
industrialists showed concern, pressing the Turgisbernment with claims that
Turkish industry was not ready to start reducingtoms duties. As a result, the
Turkish government presented a plan to reviset¢hes of the Association
Agreement in 1978, asking for a five-year periodwhich it hoped to honour its
initial tariff concession obligations. This was @oto protect Turkish industry, but
was seen by the EU as a step by Turkey to freezéettms of the Association
Agreement and hence, decelerate progtessrds full membership. This
contributed to a cooling off of Turkish-EU relat®at a historically critical time,
which saw Greece along with Spain and Portugalgmiag for full membership
accession. Compounding this, during the early 1980key was heavily occupied
with overwhelming internal conflicts and economioldems, including the military
coup of 1980, and heavy foreign debt, which hadnbeecumulating since the
1960s. As such, Turkey lagged behind these otheth®m Mediterranean countries
in terms of re-enforcing relations with the EU. iwgrthis period, Turkish political
issues acquired increasing weight withitJ Eircles. Therc wasncreasing
conceptual diversification on issues concerningst@mts on Turkish exports and
the free movement of Turkish workers within EU membountries. This was
supplemented by a decline in the trade volume betwhe two parties, the
blockage by Greece of EU financial aid to Turkey #me emergence of a debate on
Turkish political issues. Thc EU followed a waitéanee attitude in its relations

with Turkey, pushing Turkey to strengthen ties wihb USA and Islamic countries

in order to sustain economic development.

® Kramer, H, (1994), "EU-Turkish Relations: UnfinhForever?" in P. Ludlow (edBurope and the
Medite raneanlLondon; BPCC Wheatons Ltd.. p. 205.
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Despite the general election held in 1983 restodeghocracy in Turkcy, the
dialogue between Turkey and the EU did not progoe®s the period 1983-1986,
with many of the issues mentioned above remainimgegnlved. Some of these
issues, including the free movement of Turkish veoskand the financial aid that
the EU is obliged to provide any country in thens#ion process for fuli

membership, are still debated.

In 1986, Turkey successfully called for the reaation of the Association
Agreement. Although there was still heavy dcbateceoning the normalisation of
Turkish -EU relations, the Turkish government agglfor full membership on the
14th of April 1987. Her application was based onide 237 of the Treaty of
Rome, which states that any democratic Europeantgpowith a market economy
should be eligible to apply for full membersHigfter more than two and half
years, the Commission finally responded to Turkeygplication on the 18th of
December, 1989. Effectively, Turkey's application full membership was politely
shelved. The Commission showcd that it was reldudimmvelcome the application
of a new country at that stage, suggesting that aesession negotiations with any
country should not start before 1993 at the edtliexcept in exceptional
circumstances. Furthennore, the Commission poiotédthat according to specific
analysis, Turkey was not ready to undertake thex@o@ and political obligations
that would ensue accession to a full membershipe €honomic problems
highlighted included macroeconomics imbalances,omajructural disparities in
both agriculture and industry, a high level of istfial proteetionism and a low
level of social protection. The ongoing Cyprus isspersislent disputes with
Greece. ethnic problems and political instabilitgrev underlined as the political

barriers to Turkcy's accession.

"The Economist (1990), "The makings of a new oaltegfon”, vol. 316, no. 7666, p. 31.
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No specific date to re-opcn membership negotiatisas proposed in the
Commission Report of 1989. However, the Councilrappd the reactivation of the
Association Agreement and strengthened ties witmk@y The Commission
proposed an extension of the Customs Union (CUn¢tude Turksh industrial

produets by the end of 1995, promising to develomeration with Turkey in the
spheres of agriculturc, financial services, energgyironment, science and
technology, in the framework of a "package of cemion"’ Under these

circumstances, Turkey chose to complete the eneib&glJ with the Community.
Talk began in 1994 and were finalised on the 18&/afch 1995 at the Turkey-EU

Association Council.

With the entry into force of the CU, Turkey abokshall duties and equivalent
charges on imports of industrial goods from the [Eurthermore, Turkey has been
harmonising its tariffs and eguivalent chargestanimportation of industrial goods
from third countries with the Em's Common Exterfdariff and progressively

adapting itself to the Em's commercial policy amdfgrential trade arrangements
with specif ¢ third countries. This process was plated in 5 yearst is noteworthy

that preferential trade regime for agricultural guots was adopted on January
1998. Moreover, Turkey is progressively adoptingnynaspects of the Common

Agricultural Policy.

In 1995, the Member States of the EU and 12 Mediteyan partner countries
(MPC-12)® signed the Barcelona Declaration aimed at stresmjtty Euro-

Medilerranean relations. One of the objeetives etlBration was to establish by

"Kramer (1994),pp. 212-215,
8 MPC-12 countries: Syria, Algeria, Turkey, Morocdanisia, Egypt, Jordan, Lebanon, Israel,
Palestinian Authority, Cypn s, Malta.
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2010 a Euro-Med terranean free trade area comgritie@ 15 member States of the
EU and MPC-12 countries. This clearly indicatesttttee EU is willing to

strengthen the trade links with Turkey as well gmeoMediterranean countriés.

At the Association Council of the 29th of April IB%the EU reconfirmed Turkey's
eligibility for membership and asked the Commissiomprepare recommendations
to deepen Turkey-EU relations, while ciaiming thihe development of this
relationship depended on a number of factors rejath Greece, Cyprus and human

rights.

The Commission, however, excluded Turkey from thkargement process in its
report entitled “Agenda 2000” which was disclosedtioe 16th of July 1997. While
the report conceded that the CU was functioningsfeatorily and that it had
demonstrated Turkey's ability to adapt to the Edmmoin many areas, it repeated
the same political and economic arguments agaimtel and made no reference to
Turkey's full membership objective. At the Luxembp&Summit held on the 12th of
December 1997, Czech Republic, Slovakia, Hungastorita, Romania, Poland,
Bulgaria, Lithuania, Latonia, and Southern Cyprusrevrecognised as candidate
countries to the EU membership. The day after tineeimbourg Summit refleeting
the contents of the Commission's "Agenda 2000" Tilm&kish government criticised
the EU's attitude in a statement and in line whts tstatement Turkey did not
participate in the inaugural meeting of the Eurep€anference held in London on
the 12th of March 1998,

° Note that Syria, Algeria anfiurkey accounted for almost twhirds of total trade between the EU
countries and MPC-1&untries. Seesww.europa.eu.int(13,06.2002
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The Helsinki European Council held on the 10th afc@mber 1999 produced a
breakthrough in Turkey-EU relations. At Helsinkiyrkey was officially recognised
without any precondition as a candidate state. THuskey, like any other
candidate states, will reap the benefits from pression strategy to simulate and
support its reforms. Turkey will also participate Community programs open the
other candidate countries and agencies. Turkey ldllinvited to the meetings
between candidate states and the Union in the xbofethe accession process.
Turkey's recognition as a candidate country toBEhkemembership also created a
single framework for coordinating ali sources of Hbancial assistance by the
approval of the Accession Partnership by the Cowrcthe 26 th of February 2001.
These developments led T rkey to the adoption®bivn "National Program for
the Adoption of the EU" on the 19th of March 20®uffice to say that the
formation of the Helsinki European Council can bgarded as a watershed in the
given long-standing relationship betwccn Turkey ahd EU which has been

developing since 1964.
EU-Turkey Financial Cooperation

In order to bring out the complete picture of TshkiEU relationship over the years,
t is also important to statc the developments latien to financial cooperation

between Turkey and the EU. Financial cooperatidwéen Turkey and the EU can
be chronicled into four periods: a) Prior to the (U964-1995); b) In the framework
of the CU (1996-1999); c) Earthquake assistanc®@9:P®00); d) Post-Helsinki

period(2000-....)
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Pri
included 78 million Euro/Ecu as grants and 927iamlEcu/Euro as low-interest
credits within the framework of the Four FinandPabtocols, the Supplementary Protocol
and the Special Aid, respcctivcl) Following thc military intervention in 1980, thelE
decided to freeze the part of 75 million Euro/Echieh had been granted for the
financing of specif ¢ projects until 1987. Tablstows the financial protocols and othcr
aid packagcs signed between Turkey and the EU theperiod 1964-1995.

Table 1: Financial Cooperation between Turkey andte EU (1964-1995)

Frandal |1 2" Supplementary [3" Special [4" G If [Special

Instrument  Financial | Financial | Protocol Financial |Aid Financial [War |Financial
Protocol |Protocol Protocol |Packag |Protocol Coop.

e

Period 1964- 1971- 1971-1977 1979-1982|11982- |1982-1986 (1991 |1993
196¢ 197 198

Type of Credit ~ |Credit | ------- Credit  |Grant |375Grant |Credit [ Grant

Assistance 225Credit

Amount 175 220 47 310 75 600 175 |3

Million

Eufo/Ecu

So rce: http://lwww.mfa.gov.tr/grupa/ad/adc/TR-EBhbah.coopl.table.htm

01t is also i teresting to note that over the peril966-1998. although Turkey as an associate nrembe
reccived 705 million Euro/Ecu, other Mediterraneaountries which had only signed commercial
agreements with the EU received more aid. For mestabetween 1978-1991. Egypt and the former
Yugoslavia were granted 895 million and 800 milliéaro/Ecu in aid, respeetively. See Tore, N. (1990)
"Commentary : Relations between the EU and TurkBytppean Access, no. 3, p. 9. Economie Dialogue
(1986), p. 19http://mww.mfa.gov.tr/grupa/ad/adc/TR-EU.finan.codgable.htm(21.06. 2002)
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In the framework of the CU. Turkey reeeived an antaf 376 million Euro/Ecu in

grants and 544.5 million Euro in loans Under MEDA(Mediterranean

Development Agency I) and the Mediterranean Pastripr

In the post-Helsinki period, thc European Commissims laken a number of
decisions to increase the financial support ofgheto Turkey. In the framework of
Turkey's accession to the EU, Turkey's allocatias bcen doubled and amounts to
889 million Euro in grant aid and 1,470 in loangdan MEDA Il (2000-2006).
Grant aid will in future amounts to about 170 roifliEuro per year, double that of
previous year. Additionally, a package of 15 milliccuro in grants and an
additional loan of 450 million Euro wcrc approvcg thc Commission and the
European Investment Bank, respectively. The Coniamisalso adopted a further
package of 135 million Euro in grants for the pdr2000-2002. Furthermore, the
Commission agreed to provide financial support, @amiog to 51 million Euro in

grants and 600 million Euro in loans to be usedarthquake related areas.

To this end, it appears that the EU's planned ancdanmitted financial aid to
Turkcy amounts to 1,478 million in grants and 31.3million in loans in total
since 1964 These figures should be considered in light of ghbstantial loans
received by Grcece, Spaand Portugal during their pre-membership and-post

membership periods up to 1988, amounting to 1l#ohiEuro/Ecu, 6 billion

1 These figures do not include the humanitariantai@urkey by the F,U.www.euturkev%20-

%20Communication%20Platform..htm (19.06.2002}
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Euro/Ecu and 2.5 billion Euro/Ecu respectivEiffhis amount of financial aid, for

a country with a population of roughly seventy ioifl, is by no means sufficiefit.

3. Economic Aspects of Turkish-EU Relations

Table 2 gives a general summary of EU intra andaefdreign trade between 1960
and 1999. It can be seen that in 1960, just theaesyafter the Treaty of Rome was
signed, almost 38 percent of EU imports were iftta- At this time, intra-EU

exports accounted for around 41 per cent of togabes. In the years that followed, the
weight of intra trade in the EU’'s total foreign dea increased considerably,
reaching around 50 per cent in the 1970s, aroungebent in the 1980s and over
61 percent in the 1990s. This was of course ae#pense of decreasing extra-EU

trade.

2 Economic Dialogue (1986), January, Turkey.

13 Although the Fourth Protocol signed in 1980, setaploan of 600 million Euro/Ecu, this f nanciad a
was not processed due to the subsequent suspefigiemocracy in Turkey over the period 1980-83 and
then the persistent Greek veto since 1983. The dfaish (1996), "A Survey of Turkey", vol. 339, no.

7969, p. 17.
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Figure 1 below illustrates the development of thefreign trade with Turkey. The

Association Agreement of 1963, concerning Turkegsociation to the EU, aimed
to bring collaboration and harmonisation in ecoroneiations between Turkey and
the EU, leading to more intense trade between th&wever, despite a lowering of
custom duties on imports over the period 1963-197@,portion of imports from

Turkey in the EU's total imports decreased contislyountil 1985. Over the same
period however, EU exports to Turkey showed an upwaend. Despite the

Turkish economic liberalisation programmcd initchio 1980, thc tenuous political
relations between Turkey and the EU during theopei9a80 to 1986, resulted in a
lovelling off of trade. Since the re-activationtbe Association Agreement in 1986.
EU imports from Turkey grew considerably, while EXports to Turkey remained
almost constant until 1989. From 1993, the levelrafle between Turkey and the
EU showed noticeable improvement. The portion opamts from Turkey and

exports to Turkey in the EU's total foreign tradereased appreciably from 1.23
per cent in 1989 to 2.03 per cent in 1995, and fto84 per cent in 1989 to 2.96 per
cent in 1995, respeetively. Despite thc steadyedeser in general extra-EU foreign
trade over the period 1989-1995, extra-EU tradén Witirkey inereased steadily,
especially after 1989, which can be attributed he positive effects of trade

liberalisation, and the export-led policies follaMey Turkey.

In the following years starting from 1996, when Rey gained full accession to the
CU, EU imports from Turkey remained almost intatteneas EU exports to Turkey

jumped to the level of 3.69 per cent.
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With the aim of establishing Turkey's main tradpainers and hence, to illustrate to
what extent Turkey's foreign trade is dependenthenEU, Turkey's foreign trade
figures are now considerédEU countries have always played an important iole
the foreign trade of Turkey, especially followirftetliberalisation of Turkish foreign
trade in 1980. Tables 3 and 4 below detail Turkegfsorts and exports by country,
as a percentage of total imports and exportshoperiod 1980-2001 -

4 For details relating to Turkey's foreign trade Sega, S. (1996) "Trade liberalisation and comivetit
structure in Turkey during the 1980 in S. Toga and V. N. Balasubramanyam (edghg Economy of
Turkey since Liberltisation,ondon: Macmiilan Press.
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Despite the initiation of outward-looking econonmolicies by Turkey in 1980, the
damage to Turkish-EU relations ensuing the militagup of 1980 and the
imposition of non-tariff barriers on Turkish expsrtled to a declinc in export
revenues and a levelling off of imports from the ,Huhtil 1986. After the re-
activation of the Association Agreement in 1986dJ as a result of outward-looking
economic policies, the portion of imports from tB& in Turkey's total imports
increased from 28 percent in 1980 to 41 percerit986. However, the share of
exports to the EU in Turkey's total exports onlgraased from 43 per cent in 1980
to 44 percent in 1986, indicating a foreign tracgriovement in favour of the EU.
In 1990, Turkey's exports to EU countries constidummore than half of Turkey's
total exports. In the same year, imports from Entes constituted almost 42 per
cent of Turkey's total imports. After 1992, tradetveeen Turkey and BU countries
slowed. The increasing trade volume between Tugwy non-OECD countries can
explain the aforementioned dampening of trade betw&urkey and the EU.
Overall however, it is evident that EU markets ¢iue Turkey's main trading
partners, accounting for almost half of Turkeytltdoreign trade in 1995. On the
contrary, Turkey's portion in the EU's total trasl@s only 2.49 percent in this year.
The money value of Turkey's exports to the EU armmlrto 6.39 percent of
Turkey's GDP and that of imports 9.72 percent,985L From this perspective it is
clear that Turkey's foreign trade, and correspoglgirner economy, is very
dependent on the EU markets. However, in the faligwears this picture seemed
to change signif cantly. For the period 1998-20Qirk€y's imports from the EU
countries ranged bctween 52,46 per cent and 44€58cent, pointing out that
Turkey's importance as an import market for the deuntries has almost remained
intact. On the contrary, Turkey's export to the &intries did not present a steady
upward trend for the given period. For this periddrkey channelled to her exports

to non-OECD countries, mainly consists of Russid aew Turkic Republics. It
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cannot be ignored that Turkey was able to enter metw markets and compete in those

markets.

Of the EU countries that trade with Turkey, Germasyanked top, both in terms of
imports and exports, followed by Italy, the UK aRcnce. Trade relations with countries

like Greece and Portugal remained constant ovepéhied considered, as a result of their

familiar product profile.

7



rgisi

S0
PUT SSLOUNOT ISEL-0(PPY SNndal 121408 J2UN0L CEISSIY $19400 | S30MUn0) OZ0-ueu,. Jo S0fa1en 2 | CpumEaZ Mman ‘BIERsnY *uedup ‘eat0y INOE “oaxaly ‘vprue) ‘v AeSunyy
‘oigniday (0az)) PuElng sapnpil _saumuno] (3E0 18RO, jo Ao ol puEpemimg poe e WION “PURaa] Apnjaul Satnuned (1) uolieiossy apel] sasg ueddomy 2] i

S SHOLms Kayan | fo YooqIVaL ONSHDES {(S]S) SSHBIS [0 amsug amg sasmag
0ol 0ok a0k aak 00L | oot | oov | ool | ool | ook | oow | 0oL | ot | oob 0aL oL P

Ticaret Universitesi De

o
,m ELiE | eg've | 8808 | LLUZ [ 89°Me |oz'we [€L'2E |45’z |vi'ee |22'9E | Te Lc |955€ | 0Z0C | 9L FE | 0LFS nmzazaunumo.coz.___
w 0o'EL | gE'el | o0 by |GE'EE |06'8L |ed'08 [se'0z|en'sl |96z | orve [ieee [elee [ o' [ors Rm_o.s___og.a&..mﬂ_
- 000 | 00 | oo | oo'n [ e g6 | 0fZ [oeE | see | - * - ¥ ks - |easav
= ov'o | oo'o | oot | oo'o | vk |oEs | 624 |60 | 280 | - - - - - - e

000 | 000 | 00 o0'0 | eo'c | ez | 6o'e |e0E 0@z | - = = % B = Juspems

000 [ 00'0 | 000 | oo'c [t | eso |amo [oe'o | eso [eet | ze [ WL | 222 | W 350

000 | oo | 00w | oo'c | w00 | eeo | oe'o |c2o | ek |slo [ Lyo | zgo [ g0 | te0 | - [Fonped

000 | 000 | oo 000 |out | €60 | 10 [ero ] evn | su'o | ue'o [s2'n | 250 | 020 | soo [pumes

w0zt | goe | eZol | ev'u Jesol [elor [er [ et eeie (e [zozt [veze (082 | v b | PE R |opeam por

00'0 | oo'a | 000 | oo | sitt [ egp | 860 | 660 | 960 [ Aol | #80 | 180 | 280 | eso | se0 [wewesa

6T | ze'g | 06l | soL se'ul [ieer [eret [10'0k | v0el (1081 |69l [10°L) [Bo8k | EBEL | doEt [New

000 | eo'n | O0c | o0 | eve |eve | Lie |ooe | eee oo el |2iF | 15 | LPE ueds

£6°F | BIE | ¥I'S | 00'0 | Zc0 |es'o | 429 |sso|er'e |l | sy [ese | ero | al's | oze [peerH

gr'oL | g2'g el e e e L T S e E R N T T e

Lt | o2 | 625 | €8y | oFS | gy |28 | as | ew's | uow [eee [1e | 1L | 829 | 42 [Bnoquesniindeg

BI6Z | Lv'Bl | vz | gt'0f [ovee|ow'ee | a2e [tz oe|eaze [er e [ovoe [reve |22 A8 | BLE | BE 8 |Aumlion

SN ME 109 S8

BSyr | ze'er | #9265 | ores |se'r|te'r | b1k |esor|zo'te [ca'te | eer [Z00r | Zoor | 2t | S04z B3|HUNGD 1 M

{279 | iv'so | Ze'e9 | 6@z, [zvmg |0g'se |28'28 |ov'za|en'a |al'ca | Lz [vh'b0 | 0Rea | vesa |opoy S3AUNCH QIR0 -

MO0 | 000 | 666k | 866l | 566 | v6Gl | 066 | 2661 | 166 | 066L | 6BGL | 9961 | LO6L | OEEL | 0BGk
(s1oduiy 101 jo oFeiuaaiad) Axunngy 14 (1) $3A0d0L] S L3I0 ] p A[qeL







stanbul Ticaret Universitesi Dergisi

To complete the picture in terms of foreign traidegign direct investment between
Turkey and EU countries is examined. In this regahé distribution of foreign
investment approvals by the Turkish governmenivergin Table 1 of Appendix 1,
The share of total EU foreign direct investmenfTurkey shot up to 70 per cent in
1990 from 29 per cent in 1986. After following aagh drop in 1991, the level of
foreign direct investment from thHeU stood at around 58 per cent up to the year
1996. One of the external reason for the sharpifall991 was the emergence of
new republics following the breakdown of the Sowistion and reformation of
Eastern and Central European countries, with imrest from the EU turning
towards these new markets at that time. Duringotréd 1989-1995 60 per cent of
direct foreign investment carne from Europe. With inclusion of Turkey into the
CU in 1996, foreign investment from the EU courdrie Turkey reached the peak
at the level of 85.61 per cent over the whole mgkGonsidered. However, in the
following years this levcl dropped to the levelrotighly 65 per cent on average. As
many believed that the inclusion of Turkey in th&) Gas encouraged foreign
investment from the EU to Turkey, in that risk éluced. The relevant figures are

aiso illustrated by country in Figure 2 below.
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A great portion of foreign investment in Turkey,terms of permission given to a
single country, originated from France, with a g€haf 15.43 per cent on average
over the course of 1986-2000. The second largasitgoin terms of investment
permission granted was the Germany, with a 12.9%@et sharc on average over
the same period. The USA followed France and Geynaarthe third country with

a share of 11.50 per cent.

4., Conclusions:

Since the 1960s, EU trade with third party cousthas died down and the level of
intra-EU trade has increased, as a result of tchdersion within the EU and the
lifting of intra-EU trade barriers. In light of thiit could be argued that the EU may
become a self-sufficient entity, having a high lewé trade protectionism. This
would not be desirable for those countries in theogean region that are heavily
dependent on EU markets and those seeking to imagrade volume with the EU,
such as Turkey. However, despite the similar progurofiles of EU members
Greece and Portugal, EU trade with Turkey has asmd since the 1980s, following
an opposite trend to the overkdivel of extra-EU trade in total EU trade. In vied
this, Turkey may be considered an important maf&etthe EU, not so much in
terms of trade volume, but as useful trade partitest/lso suggests that, despite
political problems, the EU genuinely desires totoare building on its relationship

with Turkey, at the very least, on economic grounds

It is evident from the figures examined that the iEltthe largest and most important
trading partner of Turkey, accounting for almodf b& Turkey's total foreign trade.

The general upward trend of trade between Turkeitlae EU implies a willingness

81



stanbul Ticaret Universitesi Dergisi

of the two parties to continue exploiting the gdoatle potential between the two.
However, the trade relationship between Turkey #niedEU has not followed a

stable trend over the years.

To this end, it can be said that the economy ok&yiis dependent on the trade with
those of the EU member countries to a great exi@mis, Turkey as a neighbour
country to the European region, cannot afford tabeutsider to the EU, while the

EU has been progressing towards a self-efficietityen
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