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ABSTRACT 

Although the EU and Turkey are long-standing partners and are linked by a customs 
union, the framework governing their bilateral trade has become outmoded 
compared to the  deeper and broader free trade and investment agreements that the 
EU has recently concluded, or is about to conclude, with other economic partners. 
Updating their 20 year-old preferential trade relations has been on the agenda for 
years but has never been properly pursued and so has never materialised.  

However, the latest high-level trade commitments between the EU and the Turkish 
authorities have given the issue a new impetus. And the Trade for All Strategy 
published by the EU Commission in October 2015 puts the question of updating 
trade agreements with important partners on the table. This naturally includes 
reinforcing and advancing bilateral EU-Turkey trade and investment ties. The two sides 
are currently carrying out detailed impact assessments to determine the possible 
scope and type of a new trade relationship. But areas such as services, public 
procurement, establishment and agriculture are potential candidates for further trade 
liberalisation, with the aim of improving reciprocal market access conditions.  
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1 Key issues and developments  

• In May 2015, EU and Turkey announced their intention of modernising and 
enhancing their economic and trade ties. The aim is to raise them to the level of 
ambition of the 21st century Free Trade Agreements (FTAs) that the EU has been 
negotiating with other important trade partners. 

• Currently, EU-Turkey preferential trade relations are governed by the customs 
union that entered into force in December 2015 and subsequent trade 
arrangements, notably for agriculture, steel and coal products.  

• This relationship is the result of developments within the broader context of the 
association agreement (the Ankara Agreement), signed in 1963, which seeks to 
promote integration between the two partners. 

• The idea of progressively deepening and widening preferential treatment, 
extending it to sectors such services or public procurement, has been on the 
agenda from the outset but has never materialised. 

• The need for Turkey to adopt the EU's common external tariff (CET) and align 
with the acquis communautaire, (the EU's body of law) has been an important 
factor explaining the reluctance to take trade liberalisation further. 

• The increasingly interconnected nature of today's globalised economy, fostered 
by the proliferation of FTAs concluded by an enlarged EU, has changed the 
terms of the equation. 

• The preferential access the EU and Turkey once enjoyed to each other's markets 
has been significantly eroded. The prospect of a very ambitious and far-reaching 
EU-US Transatlantic Trade and Investment Partnership (TTIP) risks further 
jeopardising the situation. 

• Ideas for enhancing and deepening EU-Turkey trade and investment relations 
are currently being explored.  

• Areas such as services and establishment, public procurement, agriculture, 
sanitary and phytosanitary measures (SPS), geographical indications (GIs) 
and trade and sustainable development (T&SD) will have to be included to 
ensure further trade liberalisation.  

• A choice still has to be made between updating the current customs union 
or pursuing trade liberalisation through an additional FTA. But perhaps the 
most sensible solution is to combine the two options. 

• Modernising the customs union is the way forward for advancing on industrial 
goods and in particular for developing an effective dispute settlement 
mechanism; 

• A new-generation FTA is perhaps the simplest option in order to expand the 
scope of trade liberalisation to new areas and match the level of ambition of 
modern FTAs. 
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2 EU-Turkey bilateral preferential trade arrangements 

2.1 Tools and scope of the current legal framework 

 
EU-Turkey trade relations 
date back to the 1963 
Ankara Agreement.  
 
 
 
 
 
 
 
This developed over time 
into a customs union for 
industrial goods formed in 
1995. 
 
 
 
 
 
 
 
 
 
 
 
A common external tariff 
(CET) and Turkish alignment 
with EU law (acquis) are 
important features of the 
customs union. 
 
 
 
 
 
 
 
 
 
The customs union was a 
first step towards EU 

EU-Turkey trade relations date back to 1963 when an Association 
Agreement (the Ankara Agreement) was signed, whereby the parties 
agreed to the progressive establishment of a customs union (CU). The aim 
was to promote integration between the then European Economic 
Community and Turkey and to reduce economic disparities.  

The first step towards the creation of the customs union was taken in 1970 
with the signing of an additional protocol. This protocol set out the 
timetable for the abolition of customs duties and quantitative restrictions 
on goods circulating between the parties. The customs union, with its 
common external tariff (CET) for industrial goods and certain components 
of processed agricultural products, finally entered into force on 31 
December 1995, as a result of the EU-Turkey Association Council Decision 
1/951, which is still in force. Furthermore, coal and steel products, at the 
time governed by the European Coal and Steel Community, were subject to 
a Free Trade Agreement (FTA), signed in 19962.  

The preferential arrangements in the mid 1990s, between the EU and 
Turkey, did not cover agricultural products, services and public 
procurement. Decision 1/95 only sets the objective of extending trade 
liberalisation to other areas. However, while bilateral trade concessions for 
certain agricultural and fisheries products were subsequently the subject of 
a separate agreement3, the idea of mutually opening the markets on 
services or government procurement has still to materialise. 

In addition to providing for a common external tariff and free movement 
for all industrial goods (including processed agricultural products), the 
customs union provides for Turkey to align with the EU body of law (acquis 
communautaire) in areas relevant to its functioning (e.g. industrial 
standards and technical barriers to trade). The aim is for Turkey to share the 
EU legal system in areas related to the free movement of goods, 
encompassing EU trade policy. In practice, this means that Turkey has to 
implement the EU's autonomous and bilateral trade arrangements, 
although it does not take part in the discussions on shaping and drawing 
up the EU's common commercial policy (CCP). For instance, in order to 
properly implement the CET, Turkey adopts the commitments stemming 
from existing and future free trade agreements (FTAs) between the EU and 
third countries. 

Requiring Turkey to align with the acquis, was based on the expectation 

 
1 EU-Turkey Association Council Decision 1/95  
2 FTA on Coal and steel  
3 Decision No 1/98 of the EC-Turkey Association Council on the trade regime for agricultural 
products . 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:21996D0213(01)&rid=1
http://ec.europa.eu/world/agreements/downloadFile.do?fullText=yes&treatyTransId=618
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.1998.086.01.0001.01.ENG&toc=OJ:L:1998:086:TOC
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.1998.086.01.0001.01.ENG&toc=OJ:L:1998:086:TOC
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membership. 
 

that the customs union would be a first step towards Turkey's membership 
of the EU. Indeed, Turkey formally applied for EU's membership in 1987 and 
has been a candidate country since 1999. The accession negotiations 
started in October 2005 and, as a result, trade issues became part of the 
accession negotiations, notably under chapter 29, customs union and 30, 
external relations. 

2.2 Grounds for updating the trade framework 

 
Attempts to extend the 
customs union to 
agriculture, services and 
public procurement have 
yet to prove successful. 
 
 
 
 
 
Today's interconnected  
global economy ... 
 
 
 
 
 
 
 
 
 
 
 ... and the proliferation of 
far-reaching FTAs entered 
into by a larger EU make it 
essential  to update EU-
Turkey trade relations. 
 
 
 
 
 
 
 
 
 
 

The idea of enhancing EU-Turkey economic and trade relations, by further 
liberalising agricultural products and covering services and public 
procurement, had been on the agenda for years. Turkey has for some time 
linked progress with the customs union to the accession process. Attempts 
to extend and deepen the CU have, therefore, failed and related 
negotiations have been suspended since 2002.  

Now, 20 years since the customs union entered into force, the idea of 
modernising EU-Turkey Trade relations is again winning support. Important 
developments have taken place in the EU and the global economy, notably 
as a result of EU enlargement and the significant increase in the economic 
interlinks between countries. In the meantime, the EU has also concluded 
or has started negotiating a number of free trade agreements with third 
countries, some of which are very ambitious and far-reaching. Indeed, the 
new generation of EU FTAs not only provide for preferential market access 
in areas beyond industrial goods (e. g. services, agriculture, public 
procurement) but go even further by seeking to eliminate other barriers to 
trade via regulatory convergence.  

On the Turkish side, the position has evolved and Turkey is now ready to 
engage in bilateral trade discussions with the EU, independently from the 
accession process. The resolve to enhance its trade relations with the EU is 
not unrelated to increasing concerns in Turkey over the proliferation of EU 
FTA negotiations with important economic players (Korea, Canada, Japan 
and in particular the US). This changing environment has led to preference 
erosion for Turkey in the EU market and, in some cases, has also created 
unbalanced market access conditions regarding EU FTA partners (see the 
section: ‘Why are EU FTA negotiations, and TTIP in particular, an issue?’). 

Against this background, a Senior Officials Working Group (SOWG), set up in 
February 2014 (by the former trade commissioner De Gucht and the Turkish 
minister for the economy), was tasked to explore the options for enhancing 
bilateral trade relations and solving problems related to the customs union. 
Work has proceeded with a view to determining the areas to be covered by 
a deeper and wider preferential trade agreement. In addition, discussions 
have been aimed at gaining a better understanding of each side's interests 
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The EU and Turkey 
announced their intention 
of enhancing their 
economic and trade 
relations in May 2015. 
 

and concerns as regards the existing economic relationship.  

In March 2014, the World Bank issued an evaluation report4 which provides 
evidence of the overall benefits of the customs union for both parties, 
leading to the conclusion that 'exports to the EU contribute the most to 
firm employment, average wages and productivity' and that 'the rising 
middle class in Turkey provides a growing consumer market that will 
benefit European producers for decades to come.' It also considers that 
there is scope to further develop this trade relation, as 'wider trade 
integration in the areas of primary agriculture and services — two areas not 
currently covered by the CU — would potentially bring welfare gains to 
both parties'. 

Over a year later, in May 2015, the EU trade commissioner, Cecilia 
Malmström and the then Turkish minister of the economy, Nihat Zeybekci, 
officially announced their intention of modernising and enhancing their 
economic and trade relations5. 

On the EU side, the idea to enhance EU-Turkey bilateral trade relations was 
clearly embraced by the October 2015 'Trade for All' strategy, which sets the 
goal of modernising trade agreements with the EU's important partners, 
such as Turkey.  

2.3 Likely coverage of an updated bilateral trade framework 

 
The possible scope and 
type of an updated bilateral 
trade relationship are 
currently being assessed. 
 
 
 
 
 
 
The aim is to expand 
economic opportunities, ...  
 
 
 
 
 
 
 
... foster existing ties and 
solve pending trade 
problems (barriers and 

As a follow-up to the work carried out by the SOWG, the exact scope and 
means for enhancing bilateral trade relations and modernising the customs 
union are the subject of detailed ex post and ex ante, impact assessments, 
on both the EU and the Turkish sides. In this context, the European 
Parliament has commissioned external studies to identify the possibilities, 
assess the expectations and provide some political guidance on the matter.  

According to the information available on the April 2015 recommendations 
of the SOWG, the aim of the upgrade of EU-Turkey economic and trade 
relations should be twofold. Firstly, to exploit the untapped potential of EU-
Turkey trade relations, by extending preferential arrangements to new 
areas, in line with the level of ambition foreseen in the new generation of 
FTAs recently concluded, or being negotiated, by the EU. This covers areas 
such as services (including establishment and road transport), public 
procurement, further liberalisation of agricultural products as well as 
relevant rules on sanitary and phytosanitary measures (SPS) and 
Geographical Indications (GIs).  

Secondly, the functioning of the customs union for relevant trade-related 
issues should also be improved. In particular, it should allow existing trade 
irritants to be solved and address the above- mentioned Turkish concerns 
regarding its obligation to align with EU trade policy tools (e. g. preferential 

 
4 World Bank evaluation report on the EU-Turkey custom union  
5 DG Trade news 

http://www.worldbank.org/content/dam/Worldbank/document/eca/turkey/tr-eu-customs-union-eng.pdf
http://trade.ec.europa.eu/doclib/press/index.cfm?id=1307


Policy Department, Directorate-General for External Policies 
 

8 

restrictions on goods in free 
circulation). 
 
 
 

agreements with third countries), without having a say in the decision-
making process. The latter is a key issue, as it is perceived as leading to 
asymmetries to the detriment of Turkey, particularly in terms of market 
access conditions. Moreover, this imbalance is allegedly the main reason 
behind the trade irritants between the parties (e.g. surveillance and 
safeguard measures, non-tariff barriers and regulatory restrictions, duty 
increases and import or export restrictions) that are hampering the free 
movement of industrial goods established by the customs union (see 
section on: 'The trade irritants'). 

2.4 Why are EU FTA negotiations, and TTIP in particular, an issue? 

EU FTAs have eroded the 
trade preferences Turkish 
products used to enjoy. 
 
 
 
 
 
Turkey must open its 
market to industrial goods 
originating in the EU's FTA 
partners. 
 
 
 
To rebalance market-access 
conditions, Turkey should 
negotiate comparable FTAs 
with EU partners. 
 
 
 
 
 
 
 
 
Despite EU efforts (such as 
the 'Turkey clause'), not all 
EU FTA partners are willing 
to grant preferences to 
Turkish goods. 
 
 
 

The proliferation of EU FTAs and the wider preferences granted to other 
third countries, well beyond industrial goods, have led to a significant 
erosion of the market access conditions Turkish products used to enjoy. But, 
the main cause for concern is perhaps the fact that, to comply with EU trade 
policy, Turkey has to open its market to industrial goods originating in the 
EU's FTA partners. However, the customs union does not provide the 
institutional set-up needed for Turkey to take part in the EU's trade policy 
decision-making process. Hence, Turkey cannot take part in the EU's FTA 
negotiations with third countries. In practice, this means that the market 
access conditions agreed between the EU and its FTA partners are 
automatically extended to Turkey, regardless of its offensive and defensive 
interests, while Turkish goods are not granted any preferential access to 
those markets.  

To avoid the above mentioned market access imbalance, Decision 1/95 
establishing the customs union provides that Turkey has to negotiate a 
separate, but comparable, FTA with the same partners the EU is negotiating 
with. This means that Turkey needs to start parallel FTA negotiations the 
moment the EU opens FTA discussions with a third country partner. In 
contrast, the incentives for EU partners to negotiate trade preferences with 
Turkey are significantly reduced, since they will, in any case, gain 
preferential access to the Turkish market through the FTA with the EU. This 
situation places Turkish business under considerable pressure, as it faces 
increased competition on the Turkish domestic market as well as on the EU 
market —  an important export destination for Turkey’s industrial goods. 

The European Commission, which negotiates the EU's FTAs, is aware of this 
issue and has been making dressing efforts to get its FTA partners to 
commit to promptly concluding an FTA with Turkey. A clause or a joint 
declaration (the 'Turkey Clause') is normally part of the Commission 
proposals put forward during the FTA discussions. The aim is to get the EU 
FTA partner to enter into negotiations with Turkey. In the same vein, the 
Parliament passed a resolution in 2010, calling for Turkey to be included in 
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The negotiations on the EU-
US Transatlantic Trade and 
Investment Partnership 
(TTIP) have increased 
Turkish concerns. 
 
 
 
 
 
 
 
 
 
 
 
 
 
The EU has opened a 
special dialogue with 
Turkey on the TTIP talks and 
is exploring options for 
including Turkey once TTIP 
is concluded. 
 

FTA impact assessments and for exchanges of information concerning the 
negotiations6 to be stepped up.  

So far, Turkey has signed FTAs with EFTA, Israel, the former Yugoslav 
Republic of Macedonia, Croatia, Bosnia-Herzegovina, Tunisia, Morocco, the 
Palestinian Authority, Egypt, Georgia, Albania, Montenegro, Serbia, Chile, 
Jordan and Lebanon7, which are also EU FTA partners. However, there have 
been several cases where Turkey's attempts to start, or to conclude, FTA 
negotiations with EU partners did not succeed (e.g. Mexico, South Africa, 
Central America). 

Turkey's concerns have now increased significantly with the conclusion of 
the EU-Canada Comprehensive Economic and Trade Agreement (CETA) and 
the ongoing EU-US Transatlantic Trade and Investment Partnership (TTIP) 
negotiations. The Turkish authorities and business circles have been 
exerting increasing pressure on the US to start FTA negotiations. In the 
absence of positive developments, Turkey is pressing to be part of an EU-US 
TTIP deal8. 

The impact of TTIP, should Turkey be excluded, is an issue that is repeatedly 
raised by the Turkish authorities9. The EU has acknowledged Turkey's 
concerns and has established an additional trade dialogue with Turkey in 
order to keep it regularly informed about developments in the TTIP 
negotiations. In the same vein, the EU is constantly reminding the US of the 
EU-Turkey customs union, supporting Turkey's request to start bilateral 
negotiations. As a result, a high level working group between the US and 
Turkey has been set up.  

On 9 January 2015, during a meeting with the commissioners Malmström 
and Hahn, the Turkish minister of economy, Nihat Zeybekçi, was again 
reassured that Turkish concerns were being duly considered. In fact, the 
Commission had been exploring possibilities with the US for associating 
Turkey with the TTIP. The biggest challenge, in this context, is to avoid 
disrupting the EU's institutional set-up (the rights and obligations of 
Member States versus those of non-member states) or affecting the already 
difficult balance of interests in the negotiations. The idea already put 
forward of making accession to TTIP by third countries possible once the 
deal is concluded (open platform) could be a solution to address Turkish 
concerns. 

 
6Tuesday, 21 September 2010 Trade and economic relations with Turkey  
7 DG Trade website, information retrieved on 4 March 2016. 
8 In the above mentioned World Bank evaluation (page 27), estimates indicate a potential 
loss to Turkey ranging from USD 130 million to USD 160 million, if Turkey does not 
conclude an FTA with the US. Conversely, Turkey would register meaningful gains (USD130 
million to USD 260 million) if a Turkey-US FTA were to be concluded.  
9 In a debate held by the Centre for European Policy Studies (CEPS), in February 2015, Mr 
Volkan Bozkir (Turkish minister for EU affairs) described TTIP as 'a big thing', a 'visionary 
project which the EU needed' and estimated that Turkey would lose USD 5 bn a year if it 
was not included in the agreement. In this context, he has suggested an upgrade of the 
customs union, which he claimed would be likely to double the volume of trade. 

http://www.europarl.europa.eu/sides/getDoc.do?type=TA&reference=P7-TA-2010-0324&language=EN
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2.5 The trade irritants 

 
Turkey applies restrictive 
measure to industrial 
products in free circulation.  
 
 
 
 
 
 
The EU sees this as a 
violation of Turkey's 
obligations under the 
customs union but for 
Turkey they are a means of 
redressing the balance in 
market access conditions. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Conversely, Turkey 
considers EU road transport 
restrictions as an obstacle 
to trade. 
 
 
 
 
The lack of a mechanism to 
settle disputes allows 

As previously explained, Turkey's obligation to adopt the EU trade policy is 
perceived as leading to imbalanced market access conditions to the 
detriment of Turkey. This is allegedly one of the reasons for the surveillance 
measures, safeguards, regulatory restrictions, duty increases and import or 
export restrictions increasingly targeting imports into Turkey. Although 
these measures normally apply to products, in free circulation, originating 
in third countries (not to EU-origin goods), they apply to a range of sectors 
covered by the customs union.  

For the EU, these measures10 are hampering the free movement of 
industrial goods established by Decision 1/95 and are, therefore, a violation 
of the customs union. Conversely, Turkey sees them as a way to counter the 
imbalances stemming from the obligation to open its market to products, 
in free circulation, that originate from an EU preferential partner that does 
not grant symmetric preferential treatment to Turkish goods. 

The EU has identified several measure introduced by Turkey that constitute 
barriers to trade. These measures are listed in the EU market access data 
base11 and target sectors such as textiles and clothing, steel, footwear, and 
pharmaceuticals. Obstacles to the free circulation of goods between the 
parties are also identified in the EU Commission report on Turkey published 
in November 201512:  

'As well as additional customs duties on certain textile goods and 
footwear, Turkey introduced new duties on imports of a wide range of 
goods in breach of CU principles. These goods include carpets, rugs, 
various hand tools, some household appliances, lamps and some 
furniture. Even though the measure is limited to goods originating from 
third countries, it applies to goods in free circulation in the EU and is 
thus in violation of the CU. 

The suspension of customs duties by Turkey on certain aluminium 
products applied until 4 August 2015 was in breach of the CU.' 

On the other hand, Turkey considers that the ability of EU Member States to 
apply road transport fees, quotas and other restrictions (e.g. visas for 
professional drivers) to Turkish road transport operators creates obstacles 
to the free movement of goods and thereby hinders the functioning of the 
customs union. 

Existing trade issues are mainly the result of the different interpretations 
and the specific economic concerns of the two partners. However, they act 

 
10 In view of its political motivations, the non-application of the additional protocol 
extending the customs union to Cyprus is mentioned in the context of accession 
negotiations. 
11 DG Trade market access data base; Barriers fiche; Country Turkey, retrieved 11 March 
2016 
12 Commission Staff Working Document, Turkey, 2015 Report 

http://madb.europa.eu/madb/barriers_result.htm?redisplay=true&measures=none&sectors=none&countries=TR&d-49653-p=1
http://madb.europa.eu/madb/barriers_result.htm?redisplay=true&measures=none&sectors=none&countries=TR&d-49653-p=1
http://ec.europa.eu/enlargement/pdf/key_documents/2015/20151110_report_turkey.pdf
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irritants to persist and affect 
EU-Turkey trade relations. 
 

as irritants, increasingly undermining the relationship and the trade flows 
between EU and Turkish economic operators. In the absence of an effective 
dispute settlement mechanism within the customs union, solutions can 
only be found through diplomatic dialogue and goodwill, which are often 
time consuming and rather burdensome, given the results they achieve. 
The development of a more efficient mechanism to solve potential trade 
disputes between the EU and Turkey is therefore something that should be 
explored in the context of enhancing the trade relationship.  

2.6 Possible routes for updating the preferential trade relations and their 
main implications 

 
Options are being explored 
for modernising and 
updating EU-Turkey trade 
relations. 
 
 
 
 
 
 
Deepening and widening 
the customs union is one of 
the possibilities under the 
Ankara Agreement. 
 
 
 
 
 
 
 
 
 
 
Although it would restore 
the privileged relationship 
between the EU and 
Turkey.... 
 
 
 
 
 
 
 
 
... it could cause difficulties 
as it would also require 
further alignment with EU 

The means for raising bilateral trade relations to the standards of the 21st 
century are being assessed in the context of the ongoing ex post and ex 
ante impact studies, along with the scope of the trade relationship. As the 
EU-Turkey accession negotiations are unlikely to be completed in the near 
future (meaning full integration into the EU's internal market and common 
policies, as well as full participation in the EU decision-making process), 
other options will have to be explored, within the general framework of the 
Ankara Agreement, to foster the trade and investment relationship 
between the two partners.  

A first logical scenario would be to expand the scope of the current 
customs union to include all primary agricultural products, services, 
investment and public procurement — areas currently covered by the new 
generation of EU FTAs that have been agreed or are under negotiation. This 
option fits perfectly with the aims of the Ankara Association Agreement, 
which sought to progressively promote integration between the then 
European Economic Community and Turkey. Likewise, the objective of 
extending trade liberalisation beyond industrial goods is foreseen under 
the customs union Decision 1/95. As a result, such an update could be 
easily achieved with a new decision of the EU-Turkey Association Council, 
enlarging the sectoral scope of the customs union and introducing relevant 
amendments in terms of alignment with the acquis in the new areas 
covered.  

The advantage of widening and deepening the customs union is that it 
would restore the privileged relationship between EU and Turkey, covering 
economic sectors that are crucial to modern economies (e.g. services, 
procurement). In addition, Turkey’s alignment with the EU acquis in these 
areas would contribute to further progress in the context of the accession 
negotiations. It would also imply aligning with a broader range of principles 
embedded in modern EU rules and policies (e.g. safety, environment and 
sustainable development issues).  

However, the need for Turkey to adopt the relevant EU acquis in new areas 
(e.g. agriculture, services, including establishment, etc.), is likely to be 
perceived as increasing existing imbalances. For instance, the CET would 
also be applicable to agriculture, an area where Turkey maintains 
significantly higher import duties than the EU. And Turkey would be 
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law (acquis).  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Expanding the customs 
union is likely to meet some 
resistance. 
 
 
 
 
 
An alternative could be that 
the EU and Turkey agree on 
an FTA which would cover 
new trade areas other than 
industrial goods. 
 
 
 
 
 
 
 
This would raise EU-Turkey 
preferential trade relations 
to the level of ambition of 
modern FTAs. 
 
 
 
 
 
 
 
 
 
 
 
 
 

required to align its rules and general commitments in service sectors (e.g. 
transport) with those of the EU, in order to ensure free circulation. Further 
irritants would therefore be likely to arise in new areas, as a result of 
Turkey’s obligation to implement the common commercial policy, without 
participating in the decision-making process. 

Furthermore, Turkish pressure to be part of EU FTAs with important world 
trade partners could also increase as a result of wider integration with the 
EU. This could be particularly sensitive, at this juncture, as it would raise the 
broader institutional issue of how to associate Turkey with the EU decision- 
making process related to FTA negotiations (limited to Member States). 
Moreover, taking into account Turkish offensive and defensive economic 
interests could upset the often delicate balance of interests within the EU in 
FTA negotiations. 

In view of the above, the idea of expanding the customs union is likely to 
meet some resistance from both sides. As a result it might not be the best 
option for updating the trade and investment legal framework.  

A second, but perhaps more pragmatic, solution would be the negotiation 
of a deep and comprehensive FTA (or several sectoral FTAs). This would 
permit the expansion of EU-Turkey preferential trade relations and bring 
them into line with the level of ambition set in the new generation of EU 
FTAs An EU-Turkey FTA could cover market access for agriculture, services, 
public procurement and investment. It could also include provisions aiming 
at facilitating trade (e.g. sanitary and phytosanitary measures, mutual 
recognition, regulatory convergence, equal rights of establishment, 
sustainable development etc.). However, similar to other EU FTAs with third 
countries, such a solution would not imply further alignment with the 
acquis and the common commercial policy. 

In this scenario, EU-Turkey preferential trade relations in sectors that are the 
subject of current EU FTAs with important partners (other than industrial 
goods) would be governed by a new-generation FTA (or sectorial FTAs) 
while trade in industrial goods would continue to be covered by the 
customs union. In practice, this could create new business opportunities 
between the parties, and would also level the playing field for Turkey in 
terms of access to the EU market, in areas where the EU currently provides 
better access to other third countries (e.g. services or agriculture).  

Besides, preferential trade arrangements covering services would also 
foster the already existing trade in goods, as the interdependence between 
high value-added manufactured goods and services (transport, distribution, 
business services etc.) has significantly increased since the customs union 
first entered into force. Moreover, services liberalisation has great potential 
to create additional economic opportunities. The sector is critical for EU and 
Turkish economies and has been increasingly contributing to exports, GDP 
and growth. In addition, services negotiations (including on establishment) 
would make it possible to explore feasible solutions (e.g. market access, 
regulatory convergence and mechanisms to ensure equal rights of 
establishment) to current irritants that affect the free circulation of goods, 
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New opportunities could 
arise in important economic 
sectors: services, 
procurement and 
agriculture.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Provisions on regulatory 
convergence would help to 
eliminate barriers, without 
the need for real alignment. 
 
 
 
 
 
 
 
 
 
 
 
But an FTA would not 
remedy the flaws of the 
customs union. 
 
 
 
 
 
 
 
 
 
 

such as the road transport quotas and professional permits.  

On agriculture, the elimination of duties and other barriers (SPS measures 
and other regulatory requirements) between the EU and Turkey could help 
to redress Turkey's preference erosion arising as a result of EU FTAs that 
encompass agricultural products (e.g. Korea, Central America, CETA, TTIP 
etc.). For the EU it would considerably improve market access for new 
agricultural products, as Turkish duties and trade barriers applied to these 
products have still to be dismantled. However, since the liberalisation of 
agricultural products would not take place in the context of the customs 
union, Turkey would not be required to align with the CET and would 
continue to apply its own most favoured nation (MFN) duties to imports 
from third countries. 

In addition, reciprocal access to public procurement markets would create 
the conditions to fully explore the potential of trade liberalisation in goods, 
services and agriculture.  

An additional FTA (or FTAs) can be accommodated under the Ankara 
Association Agreement. Indeed, it would constitute the development of the 
trade agreements (Association Council Decision and Additional Protocol) 
that have governed some agricultural products as well as coal and steel, 
since the customs union was established. Nevertheless, an EU-Turkey FTA 
negotiated on an equal footing is perhaps easier to achieve than an 
enlarged customs union. Contrary to the customs union, an FTA could 
create the conditions for opening up markets but would not automatically 
entail the adoption of the acquis by Turkey. The main reason for this is that 
trade restrictions are usually eliminated in FTAs via regulatory convergence 
(i.e. principles and mechanisms facilitating trade) without necessarily 
providing for regulatory harmonisation. Besides, under FTA negotiations 
the parties can take due account of sensitive products, by seeking longer 
dismantling periods or retaining certain regulatory requirements.  

For the reasons previously mentioned, an FTA seems to be the most 
sensible solution for broadening EU-Turkey preferential trade relations, 
covering important sectors that are currently the subject of other EU 
preferential trade arrangements.  

However, such a solution would not address the current shortcomings of 
the customs union as regards issues affecting goods in free circulation. 
Indeed, the customs union needs some revamping even if it remains 
limited to trade in industrial goods. Contrary to the new generation of EU 
FTAS, the legal framework for EU-Turkey trade relations does not provide 
for an effective mechanism to solve trade irritants. As already noted, the 
absence of such a mechanism hampers the functioning of the customs 
union and impacts on the overall trade relations between EU and Turkey. 
Therefore, if the legal framework is modernised with a view to enhancing 
trade and economic relations, the opportunity of developing a well-
functioning dispute settlement mechanism should not be missed. It should 
cover all areas subject to preferential arrangements, including those under 
the customs union, and enable the parties to find mutually agreed solutions 
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Combining an updated 
customs union with an FTA 
could be the most sensible 
solution. 
 
 
 
 
 

to trade irritants and conflicts swiftly and at an early stage. 

Under these circumstances, an additional scenario is worth considering. 
This scenario combines the modernisation of the customs union in relevant 
areas related to trade in industrial goods with the negotiation of a separate, 
new-generation FTA, covering new areas, both in terms of market access 
and regulatory convergence. While the modernisation of the customs union 
would focus on developing an effective dispute settlement mechanism 
and, perhaps, formally establishing a trade dialogue on FTA negotiations 
(mirroring the one on TTIP), the FTA would cover new issues that are 
currently covered by EU trade policy.  

3 EU-Turkey trade and investment flows13 
 
EU and Turkey are 
important trade partners ... 
 

As far as trade in goods is concerned, Turkey ranks 6th as EU trade partner 
(5th for EU exports and 7th for imports), whereas the EU is Turkey's first 
import and export market. The trade balance in goods has been positive for 
the EU, reaching EUR 20.3 bn in 2014. EU exports to Turkey amounted to 
EUR 74.6 bn, in 2014 (mainly machinery, and transport material, chemicals 
and manufactures goods), while imports reached EUR 54.4 bn in the same 
period (dominated by machinery, transport equipment and manufactured 
goods). 

Figure 1: 

Turkey's trade in goods with 
the EU 

 Imports from EU: Exports to EU: 

Value 2013: EUR 54 374 million EUR 74 639 million 

EU's rank (for Turkey), 2014: 7 5 

Turkey's rank (for EU), 2014: 1 1 

% Turkey's total, 2014: 36.7 % 43.5 % 

% EU total, 2014: 3.2 % 4.4 % 

Source: DG Trade 

 
 
 
 
 
 
 
 
 
 
 

 

 
13 Source DG Trade, retrieved on 15 March 2016: http://ec.europa.eu/trade/policy/countries-
and-regions/countries/turkey/; 
http://trade.ec.europa.eu/doclib/docs/2006/september/tradoc_113456.pdf  

http://ec.europa.eu/trade/policy/countries-and-regions/countries/turkey/
http://ec.europa.eu/trade/policy/countries-and-regions/countries/turkey/
http://trade.ec.europa.eu/doclib/docs/2006/september/tradoc_113456.pdf
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Figure 2: 
Turkey's top five trading 
partners, (trade in goods) 
2014 

Origin of imports Destination of exports Trade partners 

# Origin € million % # Destination € million % # Partner € million % World 

1 EU 64 789 36.7 1 EU 50 000 43.5 1 EU 114 789 39.3 

2 China 18 453 10.4 2 Iraq 7 945 6.9 2 Russia 22 790 7.8 

3 Russia 18 183 10.3 3 USA 4 642 4.0 3 China 20 271 6.9 

4 USA 9 289 5.3 4 Russia 4 337 3.8 4 EU 13 931 4.8 

5 Iran 7 175 4.1 5 United Arab 
Emirates 

3 397 3.0 5 USA 10 011 3.4 

All  imports: 176 720  All exports: 115 013  Balance of trade: -61 707 

Source: Directorate-General for Trade 

 
 ... but their potential is not 
fully exploited.  

Nevertheless, the potential for trade in goods is not being fully exploited, as 
Turkey has not fully aligned its rules with those of the EU and maintains 
several obstacles affecting products in free circulation (tariff and non-tariff 
restrictive measures, abusive safeguards, stimulus packages, etc.).  

Figure 3 
Turkish trade in goods and 
services with the World (in 
EUR million) 
 

 

Source: Directorate-General for Trade 
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 The EU is also an important provider of foreign direct investment to Turkey, 
both in value and number of companies' ownership. EU investment, 
though, appears to be decreasing due to the slowdown of the Turkish 
economy14 and the growing concerns over the rule of law and the 
functioning of the institutions (e.g. amendments to the law leading to 
reassignments and dismissals of police, judges, prosecutors and journalists 
and the adoption of legislation without proper debate or consultation). 

4 EU-Turkey relations beyond preferential trade — the 
accession negotiations 

 
Turkey has been a 
candidate country since 
1999. 
 
 
 
 
 
 
 
 
 
Further progress is 
necessary before 
membership can be 
envisaged. 
 

Turkey formally applied for membership of the European Economic 
Community, the predecessor of the EU, in 1987 and has been recognised as 
a candidate country since 1999. The accession negotiations started in 
October 2005 and, as a result, trade issues also became the subject of the 
accession negotiations, notably under chapter 29 on the customs union 
and chapter 30 on external relations. However, the negotiations were 
stalled until November 2015, notably due to Turkey's failure to fulfil its 
obligations arising from Cyprus' membership of the EU and the lack of 
progress towards the normalisation of relations with the Republic of 
Cyprus15. So far, fifteen chapters have been opened for negotiation, of 
which one has been provisionally closed (i.e. Science and Research). In 
September 2015, Turkey adopted a new 'Turkey-EU Strategy', renewing the 
Government's commitment to accelerate reforms. For the EU Turkey is a key 
strategic partner and accession negotiations are important to develop the 
full potential of EU-Turkey relations. However, the EU has identified some 
areas of serious concern, in the field of rule of law, freedom of expression 
and fundamental freedoms where further efforts from Turkey are necessary 
for the negotiations to evolve. These concerns have been backed by 
European Parliament resolutions expressing criticism of Turkish action16. On 
the economic front, although Turkey is considered a functioning market 
economy, there is a need to improve the functioning of the markets for 
goods, services and labour for growth to be sustainable. Turkey's 
challenges are to accelerate the implementation of structural reforms to 

 
14 According to the OECD forecasts, in 2015 and 2016, Turkish economic growth is likely to 
remain below last decade levels.   
15 As long as Turkish restrictions on Cypriot interests remain, no negotiations will be open 
on eight chapters (Free movement of goods, right of establishment and freedom to provide 
services, financial services, agriculture and rural development, fisheries, transports, customs 
union and external relations) and no further chapter will be provisionally closed. 
16 European Parliament resolution of 14 April 2016 on the 2015 report on Turkey 
(2015/2898(RSP)) 
Thursday, 12 February 2015, Mass graves of the missing persons of Ashia in Ornithi village 
in the occupied part of Cyprus 
Thursday, 15 January 2015, Freedom of expression in Turkey: Recent arrests of journalists, 
media executives and systematic pressure against media 
Thursday, 13 November 2014, Turkish actions creating tensions in the exclusive economic 
zone of Cyprus 

http://www.oecd.org/economy/turkey-economic-forecast-summary.htm
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//NONSGML+TA+P8-TA-2016-0133+0+DOC+PDF+V0//EN
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//NONSGML+TA+P8-TA-2016-0133+0+DOC+PDF+V0//EN
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P8-TA-2015-0038;
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P8-TA-2015-0038;
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P8-TA-2015-0014
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P8-TA-2015-0014
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P8-TA-2014-0052
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P8-TA-2014-0052
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boost productivity, competitiveness and trust in a rules-based business 
environment, while reducing dependence on foreign investment. To this 
end, the Government needs to pursue fiscal and monetary policies to 
control the current account deficit and to curb inflation and improve 
domestic demand. The Commission staff working document, which 
includes the 2015 report, confirms the continuing need for structural 
reforms in Turkey's economy, noticing a slowdown in political reforms and 
a further deterioration of the Turkish security situation17. 

The importance of deepening EU-Turkey relations was restated on 18 
March 2016 by the European Council and Turkey, for the second time since 
November 2015. While focusing, in particular, on the pressing need for 
maintaining a joint response to the current migration crisis, the parties also 
reiterated their commitments to accelerate the accession negotiations, visa 
liberalisation and welcomed the ongoing separate work on the likely 
upgrading of the customs union. 18  

5 General recommendation with a view to updating trade and 
investment relations 

 
 

• Monitor the economic and political interests of the EU and Turkey 
that are at stake in updating the legal framework for preferential 
trade relations; this would help identify for each side: a) offensive and 
defensive interests; b) expectations for a modern trade relationship; 
and c) concerns about the impact of expanding trade relations; 

• Monitor the solutions and methods put forward by each side to 
update trade and investment relations and explore the solutions that 
would best meet expectations on both sides while minimising any 
adverse impact on EU-Turkey relations; 

• Scrutinise the legality (seeking legal guidance if necessary) of the 
arrangements envisaged for negotiating new arrangements between 
the EU and Turkey, bearing in mind the need to ensure institutional 
balance within the EU; 

• Monitor the application of the ‘Turkey clause’ and take every possible 
opportunity to support efforts by the EU and Turkey to persuade EU 
FTA partners to negotiate comparable market access conditions for 
Turkey.  

 

 
17Turkey 2015 report  
18 Although the EU- Turkey Statement, on 18 March 2016, is best known for the agreement 
on refugees, including the 3 billion financial facility, it also addresses other dimensions of 
the EU-Turkey relations, notably economic and humanitarian. 

http://ec.europa.eu/enlargement/pdf/key_documents/2015/20151110_report_turkey.pdf
http://www.consilium.europa.eu/en/press/press-releases/2016/03/18-eu-turkey-statement/

