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Turkey and Germany in the Balkans:
Competing with Each Other?
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ABSTRACT This paper aims to see whether there is a commercial and financial
rivalry between Turkey and Germany in the Balkans by examining the ex-
port volumes, exported items, and foreign direct investments of these two
countries to five Balkan countries. Our findings show that the commercial
competition between Turkey and Germany in the Balkans is not serious.
However, as the export growth of Turkey in the region continues to in-
crease as it has done in the last two decades, Turkey has the potential to be
a serious competitor to Germany in electrical goods and appliances, motor
vehicles parts and components, power generating machinery and vehicles,
metal articles, specific and general industrial machines, and plastics.

Introduction

interest in the Balkans between Turkey and the EU in general, but Germany

in particular.! Many countries such as Russia, China, India, the EU, and the
U.S. vie to expand their economic, cultural, and political influence in the Bal-
kans. Germany has many advantages in this competition as a main trade part-
ner and creditor of the Balkan countries.?

I t is claimed in academic circles and in the media that there is a conflict of

The Balkans is an important element in the foreign policy of Turkey, which has
deep historical and cultural ties with the region. One of the basic principles of
this policy has been designated as maximum economic integration. Western
countries, on the other hand, aim to guarantee their energy supply and achieve
their strategic goals under the stance of bringing stability to the Balkans.?

This paper aims to examine the extent of commercial and financial rivalry
between Turkey and Germany in the Balkans. We examine export volumes,
exported items, and foreign direct investments (FDIs) of Germany and Tur-
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key to five Balkan countries. These five countries are Bosnia and Herzegovina,
Greece, Kosovo, Romania, and Serbia. They constitute approximately 80 per-
cent of the Balkan trade of both countries, and serve as a representative sample
for the whole Balkans.

The research question of this study is: ‘Do Germany and Turkey compete in the
Balkans market, if yes to what extent and in which sectors?” In order to answer
this question, export data is collected from Turkish and German official statis-
tical institutes. Turkey and Germany’s export flows to and investment activities
in five Balkan countries are examined and compared. Top ten goods exported
by Turkey and Germany are listed from 2008 till 2017. According to the annual
changes in exported product groups, the tendency for competition between
Germany and Turkey in export products, if any, is remarked upon. Moreover,
local reports, magazines and, newspapers have been scanned and representa-
tives of Turkish governmental institutions, NGOs and private companies have
been interviewed. They have been asked about the practices in the field and
their observations about the rivalry.

We find that despite regional, historical, and cultural closeness, Turkey has
not become the main trade partner of the Balkan countries, yet. However,
as the export growth of Turkey in the region continues to increase as it has
done in the last two decades, Turkey has the potential to be a serious compet-
itor to Germany in electrical goods and appliances, motor vehicles, parts and
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Although Turkey’s interest and activism in
the Balkans is not new and cannot solely be
attributed to the AK Party government, the
inclusion of an economic aspect in Turkish
foreign policy is something new

components, power generating machinery and vehicles, metal articles, spe-
cific and general industrial machines, and plastics. It is also worth mentioning
that Germany’s export size as of 2017 is 9.2 times bigger than that of Turkey’s.
Therefore, when analyzing Turkey and Germany’s exports to the Balkans, the
commercial supremacy of Germany should always be kept in mind.

Increasing Presence of Turkey in the Balkans

As a result of changes in regional and global conditions, and the increased
self-confidence of Turkey in the last decades, Ankara started pursuing a soft
power policy in the Balkans.! The development of a ‘Balkan Vision for the Fu-
ture, which was introduced by Ahmet Davutoglu, then the Minister of Foreign
Affairs, is an important step. Balkan countries as transition economies need
lots of investment, a need which was also realized by Turkish authorities who
want to integrate more with the economies in the region around Turkey. The
multi-dimensional foreign policy followed by the ruling AK Party government
after 2002 shows itself as increased economic and commercial relations with
neighboring countries. Although Turkey’s interest and activism in the Balkans
is not new and cannot solely be attributed to the AK Party government, the
inclusion of an economic aspect in Turkish foreign policy is something new.
As a result of Turkey’s economic achievement after 2002, it has started to pri-
oritize the role of enhanced economic relations and interdependence with all
neighbors including the Balkans.® The Turkish business world was also desig-
nated as the primary driver of Turkish foreign policy,® and Turkey has been
transformed into a trading state that promotes trade and investment.”

Turkey’s activism in the Balkans was also driven by external factors such as
structural shifts related to the spread of democracy, Europeanization, and glo-
balization; rather than by ideology or Ottoman nostalgia. The European Union’s
expansion towards the Balkans transformed Turkey’s approach from power
politics to a multidimensional policy based on trade, foreign investments, and
application of soft power. To understand Turkey’s increased involvement in the
Balkans, there is no need to return to the Ottoman times but it is enough to an-
alyze the 2000s better. Stabilization in the Balkans and the EU integration goals
of the countries in the region made the Balkans suitable for investment not
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The Western Balkan countries’ only for Turkey but also for many

. . international actors. The develop-
desire to be accepted in the EU ments after the Customs Union with

has been put on hold because the EU in 1996 and the signed Free

of the EU’s internal problems Trade Agreements with the Balkan
. . . . countries paved the way to more
like Brexit, and that situation integration.?

has exposed the Balkans to
additional economic and A high level of enthusiasm from
Turkey to improve cultural and eco-

political influence from Turkey, nomic relations with the Balkans

: : coincides with the slowdown of the

Chlna’ and Russia ongoing EU accession process of

the Western Balkan countries that increased the chance of Turkey to revive de-

mographic and cultural linkages with the countries in the region.” It has even

motivated Serbian politicians, who have many reservations about Turkey, to

seek for Turkish investors in Istanbul.'® This situation led German scholars to

warn the EU leaders about losing their strength in the Balkans and giving rein

to Russia, Turkey, China, and other states which have interests in the region."!

The Western Balkan countries’ desire to be accepted in the EU has been put

on hold because of the EU’s internal problems like Brexit, and that situation

has exposed the Balkans to additional economic and political influence from

Turkey, China, and Russia.”” Although Turkey’s increasing investments and

concomitant soft power have disturbed France’s Emmanuel Macron who told

the European Parliament before the EU Summit in 2018, that he did not want

a Balkans that turns toward Turkey or Russia, the EU does not know how to

tackle Turkey’s increasing influence in the region."”” Hatipoglu compares Tur-

key’s successful mediation attempt in the Balkans, which resulted in the Istan-

bul Declaration, with the failure of the Prud/Butmir process, and suggests that

Turkey’s historical ties can add richness to bureaucratized European foreign
policy."*

Turkey traditionally formulated its foreign policy based on geopolitical and
security calculations. The Balkans has always been a major security concern
for the Republic of Turkey and there is indeed continuity in Turkey’s formu-
lation of its relations with the region. Since Davutoglu came to power, Turkey
did approach the region with a better structured vision, greater pro-activeness,
and significant exercise of its soft power capabilities. However, trade relations
and investments of Turkey in the region are modest and did not develop in line
with strategic interests."

Turkey has signed Free Trade Agreements first with North Macedonia in 1999,
and then similar agreements with all countries in the Balkans in the 2000s to
remove trade barriers and improve economic cooperation. However, Turkey’s
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trade volumes with the Balkans indicate that economic relations do not de-
velop in line with strategic and political goals. When we consider that Turkey
makes only seven percent of its foreign direct investments to the region, it is
apparent that the Balkans are not among the economically most favored re-
gions for Turkey. In fact, compared to the EU countries, Turkey invests in and
trades less with the Balkans.'® Most of the Balkan markets are not attractive
for Turkish businessmen due to their small size and poor population.”” Nev-
ertheless, the observed increase in Turkey’s investments since the 2000s, and
improvement in trade relations show that Turkey’s efforts in the region do give
positive outcomes.'® This improvement is also observed in the 2017 figures. In
the first nine months of 2017, Turkey’s foreign trade volume with 11 Balkan
countries was approximately $14 billion, recording an increase of 17.5 percent
compared to the same period of the previous year."”

Table 1 shows that exports to the Balkan countries constitute 6.4 percent of
Turkey’s total exports in 2017, while the Balkans’ share is only 2.5 percent in
Germany’s total exports. Although Turkey’s exports are lower in volumes, they
constitute a higher share in total. It is seen in Table 1 that in 2017 Turkey’s total
exports constitute 0.11 percent of Germany’s total exports. It is also obvious
in the table that both countries could not yet reach pre-crisis levels of exports.
This has to do with the close connection and high integration of the Balkan
countries with the EU. Since they conduct two thirds of their trade with the EU
countries, they were severely hit by the crisis.

Table 1: Total Export Volumes and Exports to the Balkans from Germany and Turkey between
2008 and 2017

Total Exports Exports to the Balkans Share of Exports to the
(Million $) (Million $) Balkans in Total Exports
Year Germany Turkey Germany Turkey Germany Turkey
2008 1,450,572 132,027 38,383 10,858 2.6% 8.2%
2009 | 1,121,034 102,143 27,699 6,826 2.5% 6.7%
2010 1,261,480 113,883 26,639 7,157 2.1% 6.3%
2011 1,477,278 134,907 30,072 7,747 2.0% 5.7%
2012 1,404,355 152,462 28,216 7,192 2.0% 4.7%
2013 1,444,858 151,803 29,574 7,810 2.0% 5.1%
2014 1,492,539 157,610 32,766 8,678 2.2% 5.5%
2015 1,326,360 143,883 29,962 7,821 2.3% 5.4%
2016 | 1,332,514 142,530 32,558 8,645 2.4% 6.1%
2017 1,444,850 157,000 36,324 10,063 2.5% 6.4%

Source: TUIK and Destatis, 2018.
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Balkans as a Soft Power Application Area

Turkey has begun to follow an active policy in the Balkans following its eco-
nomic achievement in the last two decades. As a result of purely economic
interest and pursued internal and external policies, Turkey wanted to develop
commercial relations with the Balkans and at the same time act as a medi-
ator in the solution of political disputes.” There is a prevailing opinion in
some circles that Turkey and Germany compete in the region in practicing
soft power,” with some EU members expressing their concerns about the soft
power Turkey practices in the Balkans.?> Although the West viewed Turkey as
a stabilizing force for many years, today the country is seen as a competitor.
Therefore, it is suggested that the EU and Germany should monitor the situa-
tion closely and be proactive in addressing the challenges regarding the influ-
ence of external actors, such as China, Turkey, Russia, and the Gulf states. Ac-
cording to Hénsel and Feyerabend, the EU’s reputation is suffering amongst
the people of Southeast Europe with a recent study carried out in the Western
Balkans showing that 28 percent of those surveyed no longer want to join the
EU and only 42 percent think that seeking EU membership is a positive step.
The EU has an image and credibility problem in the region. Therefore, Bal-
kan states, governments, and society as a whole are turning towards external
actors.”

The reasons for Germany and other EU countries’ interest in the Balkan mar-
kets are relatively low labor costs, increased institutional and political stability,
and the expectation that the more advanced countries in Southeast Europe
will join the EU soon.** Additionally, geographical proximity, rising education
standards, as well as minor cultural differences are other reasons for the grow-
ing interest in nearshoring in Eastern European countries.”® Furthermore,
Germany would like to fight with the reasons of migration, so that there is less
migration from these countries into Europe. They also aim to create jobs for
Balkan youth, again for the same reason.”® The focus of the EU is particularly
on stability, promoting democracy, market economy, and good governance.”’

There are two types of perceptions for Turkey in the Balkans. The first one is
the ‘rising Turkey’ perception while the other one is the fear of ‘Neo-Otto-
manism’ created by the circles disturbed by the presence of Turkey. Turkish
investments are appreciated in the areas where the ‘rising Turkey’ perception is
dominant; however, they are regarded as economic invasions of Turkey where
the concerns of Neo-Ottomanism are prevalent. These regions prefer to estab-
lish economic cooperation with the Western states, especially with Germany,
instead of Turkey.” This creates an opportunity for German industries to take
advantage of well-educated, multilingual, and low-wage post-socialist labor
force in the Balkan countries especially in food, telecommunication, manufac-
turing, and finance industries.”
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Ankara specifies some strategic sectors Turkish investments are

such as banking, transportation, and tele- iated in th
communication in the region and makes appreciated in the areas

purchases or acquires tenders in these sec- ~ Where the ‘rising Tu rkey’

tors. However, Turkey cannot realize all : : : .
| erception is dominant
plans mostly due to the lack of resources. P P !

It cannot engage in projects in the energy howeverr they are regarded
sector due to Russia’s plans, and isalso too ¢ economic invasions of

late to enter into the telecommunications Turk here th ncern
field.*® Turkey places a priority on Alba- urkey where the concerns

nia, Bosnia, and Herzegovina, and Kosovo of Neo-Ottomanism are
fiue to their.high Muslim populaﬁtion, and preva| ent

its trade with these countries increases

steadily. However, Turkey’s relationship

with the region seems to be focused more on cultural and educational pro-
grams rather than increasing trade and investment.”!

The fact that Turkey has been playing an active role in the international arena
and in the Balkans has begun to disturb Germany and other Western coun-
tries. According to them, Turkey now pays less attention to the interests and
wishes of its Western allies compared to previous decades.’> Though the rhet-
oric that Turkey has a secret agenda on the Balkans and it wants to revive the
Ottoman Empire is rejected by the Turkish leaders,* it is necessary to take into
account any prejudices about Turkey in the region and to fight against these.**
Turkish diplomats and scholars persistently declare that their role and pres-
ence does not contradict with the EU goals but only complements their efforts
in the region.”

The Balkans as a Possible Trade Conflict Zone

Data and Methodology

In general, 11 countries are listed as Balkan states, these are Albania, Bulgaria,
Bosnia and Herzegovina, Croatia, Montenegro, Kosovo, North Macedonia,
Romania, Serbia, Slovenia, and Greece. In this study, we include Kosovo,
which is one of the two countries to which Turkey’s export volumes are higher
than Germany, as well as Bulgaria, Greece, Serbia, and Romania. Romania has
a big market and it is both Turkey’s and Germany’s biggest trade partner in the
Balkans. When we examine export figures of Germany and Turkey, we see that
these five countries account for more than 80 percent of Germany and Turkey’s
total exports to the Balkans as Table 2 indicates. This sample provides us a
representative ground to interpret Germany and Turkey’s export tendency in
the Balkans. Hence, this paper is going to compare export volumes and the top
10 export items of Turkey and Germany to Bulgaria, Kosovo, Romania, Serbia,
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and Greece during the ten-year pe-  Competition between Turkey

riod covering 2008-2017. Moreover, d G . th B | .
German and Turkish investments in an ermany in € bulgarian

these five countries are also goingto  market is predicted to increase

be compared. The data is acquired : :
in the comin r iall
from the Turkish Statistical Institute the co g years, especiaily

(Tiirkiye Istatistik Kurumu, TUIK)? in prOdUCt groups such as
and Federal Statistical Institute of jndustrial machinery and

Germany (Statistisches Bundesamt, . .
Destatis).” equipment, electrical goodes,
motor vehicles, and parts

Bulgaria

Bulgaria considers Germany as its most important strategic partner in the Eu-
ropean Union. Many German experts who have consulted Bulgaria in the EU
accession and integration process are currently active in various ministries
in Bulgaria.”® Today there are about 5,000 German companies active in the
Bulgarian market and 1200 of these are represented by a Bulgarian manager.*
The German-Bulgarian Chamber of Commerce (DBIHK) is the chamber of
commerce with the largest number of members (500 members) in Bulgaria.
The low labor costs in Bulgaria, high number of German-speaking workers,
low taxes, EU membership, and Bulgaria’s strategic position as a bridge be-
tween Asia and Europe plays an important role in the preference of German
companies.”’ In 2016, German investments in Bulgaria amounted to €293.4
million.*!

Cultural relations between Germany and Bulgaria are also quite advanced. A
Cultural Agreement was signed between the two countries in 1996, and follow-
ing this, Germany sent German language teachers to Bulgaria. German is the
most learned language in Bulgaria after English and Russian, Bulgarian young
people are very interested in studying in Germany. One of the largest foreign
student groups in Germany is Bulgarian students.*” Interestingly, in Bulgaria
there is a higher demand for call center workers who speak German, French,
or Dutch than those who speak English and they are paid higher salaries.*’

In Bulgaria, there are 52 Turkish companies employing about 10,000 people
with the total amount of investment by these companies being approximately
$2 billion. These Turkish firms are active in the fields of industry, health, bank-
ing and tourism, textile and apparel, home appliances, auto spare parts, trans-
portation, aluminum, food, water bottling, and wood processing.**

Figure 1 shows that Germany’s exports to Bulgaria are about twice as much as
Turkey’s. Most exported products from Turkey to Bulgaria are textile products,
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Figure 1: Exports of Germany and Turkey to Bulgaria between 2008-2017 (Million $)
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Source: TUIK and Destatis, 2018.

mining products, motor vehicles, electrical goods, vegetables, and fruits.* The
most exported products from Germany to Bulgaria are motor vehicles, indus-
trial machinery and components, industrial machinery/equipment, and elec-
trical goods.*¢

In recent years, exports of motor vehicles from Turkey to Bulgaria have reached
quite high numbers, for example, last year, Turkey’s exports of motor vehicles
increased by 16 percent and electrical goods by 13 percent.”” Competition be-
tween Turkey and Germany in the Bulgarian market is predicted to increase
in the coming years, especially in product groups such as industrial machinery
and equipment, electrical goods, motor vehicles, and parts.

Kosovo

Germany has accepted many refugees from Kosovo before and after the 1998-
1999 war and recognized the country immediately after it declared its inde-
pendence in February 2008. Many German companies also took part in the
reconstruction of Kosovo after the war.*®

For Germany, the development of Kosovo is very important for the stability
of the region. Germany provides technical and financial support for public
administration, democratization, civil society, basic education, infrastructure
development in water and energy supply, sustainable economic development,
and employment promotion in Kosovo. Since 1999, Germany’s financial sup-
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port to Kosovo has reached half a The possible competition in

billion Euros. This makes Germany
the second largest donor after the the future between Germany

US.* and German is the second and Turkey in the Kosovo
most widely spoken foreign lan- 53 qyket can be in the sectors of
guage in Kosovo. .

electrical goods, general and
Kosovo has a consumption society ~ specific industrial machinery,

with very little of its own produc- . .
tion. The economy depends mostly since both countries have

on aids from other countries and ~Similar export volumes in these
the remittances of workers from

roduct groups
Kosovo who work abroad, espe- P g P
cially in Germany and Switzer-
land.*® Workers’ income accounts for 10-15 percent of Kosovo's gross domestic
product, and foreign aid accounts for one-third of the gross domestic product.*

According to the Central Bank of Kosovo, the top five foreign direct investors
in Kosovo in 2017 were Switzerland, Turkey, the UK, Albania, and Germany
respectively.”” The airport construction and operation investment is the high-
est foreign direct investment, of €40 million, made by Turkey to Kosovo. The
second biggest investment constitutes the energy sector with €26.3 million. In
the construction of Pristina International Airport, which is one of the major
projects undertaken by Turkish companies, the contractor is Limak-Airports
de Lyon Consortium. The airport’s new terminal building and its additional
facilities, which were an investment of €140 million, were put into service in
2013.% In the project of Kosovo Electric Power Distribution and Procurement,
Limak-Calik Consortium operates as a contractor. With Enka-Bechtel part-
nership, the highway construction linking Kosovo to the Adriatic Sea is a huge
investment to the amount of €700 million.>* 586 of the 4,908 foreign-funded
companies in Kosovo belong to Turkish businessmen and the number of ac-
tive Turkish firms is 325.% Turkey provides scholarships for 120 students from
Kosovo each year and these students contribute to the improvement of bilat-
eral relations.*

Kosovo is an attractive country for investors from Turkey, with low tax rates of
10 percent and an opportunity to export to all of Europe. In addition, Turkish
businessmen have opportunities to invest in areas such as agriculture, con-
struction, infrastructure, and mining, where they can carry on their business
without experiencing any language and cultural problems.*”

Figure 2 shows that Turkey’s export volumes to Kosovo are higher than Ger-
many’s. Among the products exported from Turkey to Kosovo are clothing
articles, textile products, electrical goods, appliances and tools, articles of iron,
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steel, copper, nickel, aluminum, and other common metals, and components
of general industrial machinery and devices. The value of exports for indus-
trial machinery and parts alone, increased by 17 percent between 2016 and
2017. On the other hand, Germany exports mostly motor vehicles to Kosovo,
followed by plastics in non-primary forms. In contrast to other countries in
the Balkans, Germany’s exports of milk, dairy products and eggs, tobacco and
tobacco products are quite high in Kosovo. The possible competition in the
future between Germany and Turkey in the Kosovo market can be in the sec-
tors of electrical goods, general and specific industrial machinery, since both
countries have similar export volumes in these product groups.*®

Figure 2: Exports of Germany and Turkey to Kosovo between 2008-2017 (Million $)
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Romania

Romania attaches a high importance to foreign trade for economic develop-
ment and has made many reforms for this purpose. As a full member of the
European Union since January 1, 2007, Romania has become more attractive
for investment and production.” It is called the ‘outsourcing valley’ for soft-
ware development and customer services due to the country’s attractiveness
for European companies with its multilingual talent pool and cultural prox-
imity to Europe.®

In Romania, tax revenues do not reach adequate levels due to a large informal
economy, high rural population, and the inability to collect taxes on a regular
basis. For this reason, the country cannot generate sufficient funds for edu-
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cation, health, welfare, infrastructure, and security _
expenditures. Among Eastern European countries,

Romania has the second lowest per capita income

after Bulgaria, the lowest level of environmental When we com pare
standa'rds, the highest unpaic.i taxes, and the lowest exports of both
education spending. Romania makes over 70 per- . .
cent of its exports to the EU countries, and approx- countries, there is
imately 82 percent of the banks’ assets in Romania  not any com petition
are owned by resident banks in the EU countries .

therefore EU funds are crucial for the Romanian in trade_ in the
economy, which cannot even generate income with Romanian market

the tax system for its own expenditure. Itis expected  due to the significa nt
that the amount of EU funding to Romania will be .

higher in the coming period than in previous years.®! German dominance

Turkey-Romania relations were upgraded to a strategic partnership level in
December 2011 with the Strategic Partnership Agreement. The Action Plan
for the passage of the Strategic Partnership Document was signed in March
2013. Turkish investments in Romania, together with those coming from third
countries, totaled $6.5 billion. Currently, around 10,000 Turkish firms are ac-
tive in Romania. Up to now, 90 projects of Turkish contractors have been im-
plemented in Romania, amounting to $6.2 billion.®> In Romania, there are two
Turkish banks, Credit Europe and Garanti Bank.®® These two Turkish banks
rank the second and third in terms of the most widespread branch network in
Romania.**

The Romanian market is very important for Germany, as well. In 2018, it was
declared that approximately 21,595 German firms were registered in Roma-
nia’s trade registry, with 8,000 of these companies being active in the market.
German investments in the country are mostly made in automobile subsidiary,
service sector and major retail chains. There are more than 580 members of the
German-Romanian Chamber of Commerce, and members of this chamber
employ 300,000 people in total.®®

There is a German minority of 45,000 people in Romania. This minority is seen
as an influential factor in keeping the interest in German language and culture
alive. They are also politically very powerful and had one of their members,
Klaus Johannis, elected as the president of the country in the 2014 elections.%

In Romania, there are many official German institutes as well as NGOs such as
Goethe-Institute, German External Relations Institute (DGAP), the Alexander
von Humboldt Foundation (AvH), the German Academic Exchange Service
(DAAD), and the Center for Overseas Schools Agency (ZfA). In addition to
these, Friedrich-Ebert, Konrad-Adenauer, and Hanns-Seidel foundations have
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offices in Bucharest and they shape their work according to Romania’s internal
and external politics.®”

Romania attracts the biggest share of exports from Germany and Turkey. In
2017, Germany’s export volumes to Romania were approximately $17.14 billion,
while Turkey’s exports to Romania were at the level of $3.14 billion. Germany’s
exports to Romania are approximately 5.5 times higher than Turkey’s exports as
Figure 3 indicates. Whereas 47.2 percent of Germany’s total Balkan exports go
to Romania, Romania’s share in Turkey’s total Balkan exports is 31.2 percent.

Figure 3: Exports of Germany and Turkey to Romania between 2008-2017(Million $)
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Germany’s export items to Romania show a stable course. The first three prod-
uct lines exported in the last four years remained the same, and there were only
minor changes in the first ten product groups. The products that Germany
extensively exports to Romania are electrical goods, land vehicles, general in-
dustrial machinery and equipment parts, machinery specialized for particular
industries, special transactions and commodities, articles of iron, steel, copper,
nickel, aluminum and other common metals, and textile products (yarns, fab-
rics, floor coverings, ready goods). Unlike other Balkan countries, Germany
exports more electrical goods to Romania than motor vehicles. Apart from
industrial products, Germany’s sales of meat, milk, eggs, coffee, tea, and cocoa
are also significant.®

Turkey’s most exported products to Romania are iron and steel, apparel, tex-
tile products, motor vehicles and their parts. These are followed by power
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Jatsprasndent der Republik Bulgarien

Bulgarian
President Rumen

. . . . Radev holds a
generating machines, manufactures of metal, and electrical goods.” Despite .. 5t the

geographical closeness to Turkey, Romania has much tighter trade relations  German-Bulgarian
with Germany. When we compare exports of both countries, there is not any  EconomicForum,
competition in trade in the Romanian market due to the significant German  heldat the House
dominance. However, there is an increase in Turkey’s exports of motor vehicles Eg:zni;rmzmn
by 21 percent, electrical goods by 24 percent, general industrial machines and | rop 006
their parts by 30 percent from 2016 to 2017. It is good news for Turkey that the 5917,
technological level of exports to Romania is increasing gradually. BERND von
JUTRCZENKA /
Getty Images

Serbia

South East Europe is Europe’s fastest growing region with the highest growth
rate. The Central European Free Trade Agreement (CEFTA) has created a free
trade zone with a market of about 30 million people, including South-Eastern
Europe. In 2007, Serbia approved the CEFTA Agreement and has also signed a
Free Trade Agreement with Turkey, Russia, and Belarus.”
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Turkish exporters who are In recent years, Serbia has gone to
. . . sqs legal action in many areas to com-
interested in belng competitive ply with the EU policies and laws. In
in Serbian markets should this process, an attempt was made
spend more effort on hlgher to create a favorable environment

for foreign investors. Since 2000,
technology level products the country has attracted over $25
so that Tu rkey might have an billion of foreign direct investment.

opbportunity to compete in the When we look at the distribution of

PP y P FDI inflows to Serbia since 2000, it is

Serbian market with Germany seen that the share of the EU coun-

tries in total investments is around

70 percent. Countries that invest most in Serbia are, in decreasing order with

percentages: Italy (13.6), the U.S. (11.9), Austria (11.8), Norway (8.5), Greece

(8.3), Germany (7.0), and France (5.0). According to the data of the Central

Bank of the Republic of Turkey, Turkey’s investments in Serbia in the 2005-

2017 period amounted to $70 million, which compared to other countries is
relatively low.”!

Serbia exports most to the Balkan countries and to the EU. In 2017, Germany
comes the second in the export figures with a 12.6 percent share, after Italy.
Turkey ranks the 18" in Serbian export figures with a 1.8 percent share. In
Serbia’s imports, Germany ranks the first country with a 12.7 percent share
and Turkey ranks the seventh with 3.7 percent.”” However, official figures do
not fully reflect real trade volumes between Germany and Serbia. Since many
German companies have a sister company in Serbia, they conduct business
through these companies to buy and sell merchandise to third countries.”

Serbia’s position is very important for the transportation of Turkish products
to the EU markets. Turkish firms investing in Serbia can benefit from duty-free
and quota-free exports to all CEFTA countries with a population of about 30
million, and they enjoy great advantages if they export through Serbia to other
European countries.”

Currently, Turkish firms in the country are mostly engaged in the field of con-
struction. For example, the construction of the U.S. Embassy costing €200
million was carried out by Kolin and Epik Construction, which established
a consortium with Framoco from the U.S. Yiiksel Construction is building a
motorway with the credit of Turkish Eximbank. Apart from these, there are
small and medium-size Turkish firms operating in textile, food, construction
materials, and carpet sectors.”

One of the most important foreign trade partners of Serbia is Germany. The
German-Serbian Business Partnership has more than 250 members.” There are
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400 German companies active in Serbia according to 2015 figures.”” The main
themes of the German-Serbian cooperation are public infrastructure, partic-
ularly environment-friendly and efficient energy and water supply, promotion
of economic development including support for legal reforms, strengthen-
ing of the financial sector and modernization of vocational education, social
development and youth work. The projects funded by Germany are mostly
carried out by the German Development Bank (KfW), German International
Cooperation Organization (GIZ), and International Center for Migration and
Development (CIZ). On the other hand, Konrad-Adenauer, Heinrich Boll,
Friedrich Ebert, Friedrich Nauman, and Rosa Luxemburg foundations are also
active in Serbia.”®

Serbia ranks the fourth country for Turkey and fifth for Germany in exports.
Turkey’s exports to Serbia are almost $826 million while Germany’s exports to
Serbia are $2.806 million,” therefore Germany’s export volumes to Serbia are
three times more than Turkey’s.

Figure 4: Exports of Germany and Turkey to Serbia between 2008-2017 (Million $)

$3.000

$2.500 K et

$2.000 -

$1.500
$1.000

$500 m\g_D’D—D/D,D__GA

SO T T T T T T T T T 1
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

== DE = =TR

Source: TUIK and Destatis, 2018.

In 2015, Halkbank purchased 76.76 percent of Cacanska Bank operating in
Serbia and changed its name to Halkbank AD Beograd. For the first time in
Serbia, Turkish capital has been active. It is predicted that this purchase would
encourage new investments from Turkey to Serbia and improve commercial
relations.®
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Turkish President
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Business Forum in
istanbul on May 6,
2018.
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Although there is a huge attempt to improve political relations between Tur-
key and Serbia, due to some existing historical prejudices, bilateral coopera-
tion cannot develop to the extent expected. However, both sides have started
to behave more pragmatically over time and have increased their efforts to im-
prove relations, which in turn have resulted in more interaction.®' A free trade
agreement, which became effective in 2010 between Serbia and Turkey allows
Turkish businessmen to export their goods through Serbia to about 1 billion
inhabitants of third countries that have free trade agreements with Serbia such
as Russia, Belarus, Kazakhstan, and the European Union. This opportunity is
still to be exploited by Turkish businessmen.®

When we look at the product groups exported to Serbia by Turkey and Ger-
many; it is seen that Germany exports a huge number of electrical goods, appli-
ances and tools, motor vehicles, power generating machines, general industrial
machines, and the machinery specialized for particular industries.*> Turkey
mostly exports textile products, motor vehicles, clothing, electrical goods,
fruits and vegetables to Serbia.* Electrical goods rank the third on Turkey’s
exports list, but they are in lower volumes compared to Germany. Turkey’s
exports of apparel and clothing accessories increased by 52 percent, electrical
goods by 23 percent, motor vehicles and parts by 22 percent, and textile prod-
ucts by 14 percent from 2016 to 2017. Turkish exporters who are interested in
being competitive in Serbian markets should spend more effort on higher tech-
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nology level products so that Turkey A|though Turkey’s export

might have an opportunity to compete I t hiah

in the Serbian market with Germany. volumes are not as high as
Germany, Turkey has an

opportunity to compete with

Germany in Greek markets

The Greek-German cooperation which  jn motor vehicles and their

was started in the 1900s in the fields rt nd electrical d
of law and medicine in academia is parts, a electrical goods

still influential. As a consequence, the

number of German-speaking lawyers, doctors and academicians in Greece
is quite high. There is an intense traffic in the academia between Germany
and Greece. To date, more than 2,500 Greek students have earned their mas-
ter’s and doctorate degrees in Germany with the German Academic Exchange
Service (DAAD) scholarship, and more than 300 Humboldt Research Schol-
arships have been awarded. In the period 2015-2016 there were about 7,000
Greek students studying in Germany, out-with the Erasmus program.®

Greece

Most of the foreign direct investments in Greece are made by the EU coun-
tries. Although there are significant changes in ranking of the countries that
have invested directly in Greece before and after the crisis, Germany ranks the
first in both periods. Deutsche Telekom has a 40 percent share of the OTE, the
Greek telecommunications group. German companies have been active in the
country for years. Major infrastructure projects in Greece like Athens Under-
ground and Athens Airport were carried out by German companies. Foreign
direct investments in Greece decreased by 38.7 percent in the six-year period
after the 2008 crisis compared to the previous six-year period.* Germany’s
investments to Greece also swiftly dropped down in the 2008 crisis and Euro-
pean debt crisis in 2010.

In 2017, the biggest export partners of Greece were Italy, Germany, South
Cyprus, and Turkey. On the other hand, the biggest three import partners of
Greece were Germany, Italy, and Russia, while Turkey ranks 12 in Greece’s
imports. There are only 20 Turkish-funded companies and businesses regis-
tered in Athens Commercial Counseling. When we compare this number with
Romania and Bulgaria that are also in the same geographical region, a very
low number of Turkish-affiliated companies in Greece is quite remarkable.
Since 1995, the Schengen system has restricted the ability of Turkish citizens to
freely travel to Greece, and disrupted the activities of businessmen, exporters,
students, and tourists.”

The sluggish economic relations between Turkey and Greece have many rea-
sons. During the 1990s, Turkey had its own economic difficulties and the po-
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litical turmoil between the two countries continued. Turkish-Greek trade rela-
tions expanded dramatically in the 2000-2008 periods due to the expansion of
the world economy and the Europeanization of Greece and Turkey relations,
accompanied by domestic political economy transformations. Bilateral trade
volume passed $1 billion for the first time in history ($1.34 billion) in 2003 and
reached $3.58 billion at the end of 2008. Increase in trade volumes created func-
tional spillover effects and paved the way for the development in foreign direct
investment. The number of Greek companies established in Turkey increased
from 76 in 2003 to 346 in 2008 and ranked Greece as the third biggest source of
FDI in Turkey, whereas there were not many Turkish companies that invested
in Greece.® In 2010, trade transactions between Greece and Turkey reached the
volume of $5 billion and they increased further to $6.5 billion in 2012.%

Greece’s immediate and direct connection to the coasts of Turkey makes a sig-
nificant contribution to the number of tourists bilaterally, which is also facil-
itated by a simplified visa regime for travel to the Greek islands. In addition,
within the scope of the Turkish Students Scholarships, many students from
Greece study at higher education institutions in Turkey.”

Figure 5: Exports of Germany and Turkey to Greece between 2008-2017 (Million $)

$12.000
$11.000 <\\
$10.000
$9.000 \X\
$8.000
$7.000 \v\\
$6.000 — H\M
$5.000

$4.000
$3.000
$2.000 D\\D 0 0 n
$1.000
50

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

=(==DE ={}=TR

Source: TUIK and Destatis, 2018.

When we compare Turkey and Germany’s exports to Greece, it can be seen that
Germany exports more medical and pharmaceutical products to Greece unlike
other Balkan countries. In addition, milk, dairy products, and eggs are among
the top five products exported to Greece from Germany in the 2008-2017 pe-
riod, while meat and meat products are among the top ten exported products.
In 2017, Germany exported $264 million worth of milk, dairy products, and
eggs; and $182 million worth of meat and meat products. Motor vehicles, in-
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dustrial machines, and electric machines are other _
product groups within the top five exported goods.”
Turkey mostly exports to Greece textile products Specific strategies
worth of $'155 mi.llion, iron and. steel, natur:al g3,  to increase trade
motor vehicles, oil products derived from oil, and
electrical goods.”> Although Turkey’s export vol- volumes to each
umes are not as high as Germany, Turkey hasan op- Balkan country
Eortl'mlty to compete with Ge}rmany in Greek mar- - e needed to

ets in motor vehicles and their parts, and electrical
goods. Turkey’s exports in motor vehicles and parts be dGVElOpEd by
have increased by 28 percent in the last year. Due to Ty rkey's Mini stry
inadequate industrial infrastructure in Greece, both
countries have low amounts of exports in the indus- of Commerce and
trial machinery sector. Turkish Exporters

Assembly
Conclusion and Policy Suggestions

According to our findings, the commercial competition between Turkey and
Germany in the Balkans is currently not serious. Turkey is strong in the exports
of textile products, and raw materials like iron and steel. However, if the ex-
port tendency of Turkey continues in the same direction, and Turkey succeeds
in realizing Industry 4.0 plans and fosters high-tech machinery production as
mentioned in the recently announced Digital Turkey Road Map,” the country
might compete with Germany in some fields in the Balkan markets in the me-
dium and long run. Areas that are likely to compete are electrical goods and
appliances, motor vehicles, bicycles and motorcycles, parts and components,
power generating machinery and vehicles, metal articles, textile products, gen-
eral and specific industrial machines, and plastics. Turkey’s export volumes of
these products to the Balkan countries have increased substantially during our
examination period. Hence, it is expected that with the digital transformation
of Turkey, it will make a breakthrough in these sectors and be more competitive
in international markets as well as in the Balkan countries using the political
achievement it has already attained in the last two decades. Moreover, the sus-
pension of the EU accession process of some Balkan countries leads them to
search for alternative investors. Turkey should take advantage of this conjunc-
ture in the region and strengthen its position in economic and financial terms.

Turkey’s governmental and NGO activities in the Balkans have increased re-
markably since 2002. Turkey’s cultural and historical ties to the Balkan coun-
tries are expressed in a variety of political and business meetings, but these are
not materialized in the form of increased investment and commercial relations.
However, this does not mean that Turkey’s efforts to improve political, cultural,
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and economic relations with the Balkan countries have failed, but that Turkey
needs to revise its Balkans strategy to make better use of its close relations with
the countries in the region and transform them into higher trade volumes and
foreign direct investments. European authorities have already expressed that
Turkey and its role in the Balkans do not compete with the European goals but
rather complement them. Hence, in this favorable environment, Turkey needs
to deepen its trade and investment relations with the region. So far, in the last
two decades, we have witnessed Turkey’s improved cultural and political rela-
tions with all countries in the Balkans, even with the ones with which it has
deep-rooted historical problems. Unfortunately, business and economic rela-
tions have not followed this achievement. If Turkey is to attain its 2023 goals
of $500 million of exports, it has to export more to the Balkan states which are
geographically, historically and culturally very close to Turkey.

It should be admitted that trade and investment decisions are rational deci-
sions of economic actors. They are not centrally planned and governed by the
states. Despite this, the Turkish government, especially the Ministry of Trade,
should study the Balkan countries one by one and develop strategies to enter
into these markets accordingly. If favorable conditions are prepared for Turk-
ish businessmen, they are going to follow the path which promises high profits
and large markets. According to our findings, we suggest that a general Bal-
kans strategy does not help Turkish tradesman and investors. Each country in
the Balkans has its own characteristics and own way of doing business. More-
over, most exported product groups differ also according to the destination.
Therefore, specific strategies to increase trade volumes to each Balkan country
are needed to be developed by Turkey’s Ministry of Commerce and Turkish
Exporters Assembly. @
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