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Abstract: Nowadays foreign trade undoubtedly takes an important place in every country’s
economy. A lot of research being done on the factors to determine the volume and the structure
of foreign trade. GDP, relative price, and exchange rate are some of the main the indicators
researchers focus on during the research process. However, it is very important to keep in
consideration of others external factors during this process, such as political relations between
the involved countries has a great influence on their bilateral foreign trade. Thus, this research
paper focuses on the impact of the political decisions made by parties involved and its effect on
their trade relations. This paper will examine long run determinants of the trade balance
between Turkey and Russia, giving particular focus to the influence of the political relations
between these two countries on their foreign trade. This paper focuses on changes on trade
balance between these countries during the political crisis and after. The research is conducted
by using quarterly trade data over the period from 1900 to 2017. Embedded Research Design is
used to enable the researcher to use both quantitative and qualitative data. For the collection of
qualitative and quantitative data, the research adopted the Explanatory design and Ex Post
Facto design, respectively. The study also uses the ANOVA model to synthesize and estimate the
variations in the trade relations between these countries during the 17-year period targeted in
this research. As a conclusion the paper confirms and defines possible long run and short run
negative effects of political disputes on countries trade balance with involving parties.
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Introduction
Turkey and Russia have been key partners in investment and trade, and these relations

could have started as early as 1400s. In this paper, however, the collected data is based on the
1999-2016 period. Ever since the 1900s, trade and economic relations have driven nearly all the

other ties between these Turkey and Russia. The widespread notion that political crisis between
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trading countries is indirectly proportional to foreign trade between them does not necessarily
apply to the trade relations between Russia and Turkey. In a report, Ozel & Ucar (2019)
explained that these countries have enjoyed important economic ties since the turn of the 2000s
even when they appeared to be ideologically and strategically bitter (political) rivals.

For example, the historic development of Turkey’s economy was steered by the Soviet
transfer of knowledge, loans, and agreements on barter trade activities. The latter preceded the
Russia-Turkey trade agreement that was signed in September 18, 1984 in Ankara. The Turkey’s
Independence War was significantly supported by the Bolsheviks who were also engaged in a
different battle, fighting the White Forces. One of the conditions of the Civil War was that the
Bolshevik government had to offer financial support to the Ankara government. Ankara
administration was also seen as Anatolia’s another power source used by the Istanbul-based
Ottoman government. During the Independence War, the Bolsheviks also sent gold and weapons
to the Ankara government. In March 16, 1921, the Moscow Agreement was signed, after which
the Soviets promised to give 10 million rubles to the Turkish government on a yearly basis.

In May 1922, Russia and Turkey signed the first trade agreement, which paved the way
for Vnestorgbank to open a bank in Istanbul in 1925. Two years later (March 1927), the Trade
and Navigation Agreement were signed, allowing the trade volume between these countries to
double. In 1931, the Soviet Union decided to collectivize its trade policies, exposing the
Agreement to some problems, which forced the authorities to alter some of its articles. In the
recent years (2000s and 2010s), the trade agreements and relations between these countries have
stabilized. For example, the Turkish Ministry of Foreign Affairs (2011) stated that high level of
Turkey-Russia economic relations has driven the bilateral multidimensional relations between
these countries.

In 2007, the trade volume between these countries surpassed $25.2 billion after 11
months, making Russia the second largest trading partner of Turkey after Germany. As of 2011,
Russia became the leading source of import for the economy of Turkey, with the Turkey’s
imports from Russia accounting for 13% of its overall imports. Turkey also became Russia’s
fourth country of export, with a 5% share, in 2007. At the same time, Russia imported products
and services worth about $4.3 billion from Turkey. Russia also became the most significant
market for Turkey’s construction services, with the sum of Turkish construction projects in

Russia surpassing $26 billion. About $5.6 billion of Turkish foreign investment was directed

North American Academic Research , Volume 3, Issue 06; June, 2020; 3(06) 152-160 ©TWASP, USA 153



towards Russia. Some Russian firms showed firm interest in investing in the tourism,
telecommunications and energy sectors in Turkey.

According to the general consensus, the growth in the trade volume between these
countries should coincide with an improvement in their political relations. In the Russia-Turkey
case, however, the trade ties have declined and strengthened even when their political relations
have taken a different route. It is these historical backgrounds, coupled with unpredictability in
the relationship between political and trade relations among Russia and Turkey that form the

basis of this research.

Materials and methods
The study employed the use of secondary data which was collected using a data sheet. The data

sheet collected both qualitative and quantitative data. The qualitative data related to the
documented effects of political crisis on international trade and the actions that the two countries
have taken to recover from their current crisis. This was from published journal and online
materials from accredited sources. In addition the questionnaire was developed as a research
instrument for the purpose of gathering information from responders to estimate the impact of
each year. More than 100 copies were created and scholars from Russia and Turkey were chosen
as responders. The quantitative information related to the trade data from 1999 — 2016 to show
the trade relations in different periods and the area of latest Turkey — Russia Conflict. This was
also be from published journal and online materials from accredited sources.

This research used an Embedded Research Design to enable the researcher to use both
quantitative and qualitative data. For the collection of qualitative and quantitative data, the
research adopted the Explanatory design and Ex Post Facto design, respectively. The study also
implements the ANOVA model to synthesize and estimate the variations in the trade relations

between these countries during the 17-year period targeted in this research.

Conclusion
In this work, trade relations between Turkey and Russia were investigated through the prism of

political relation. Our conclusion is that economic and political relations are indivisible
connected. Several positive and negative aspects were highlighted through the rich political
relations. The conflict between Armenia and Azerbaijan, Chechen wars, Cyprus issue, Russia-
Georgia war and Syrian conflict are the main political events complicating relations between the
two countries. Frequent bilateral visits at the level of Presidents and Prime-Ministers, numerous

political and economic agreements and joint economic projects, such as the Blue Stream
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stimulated the betterment in relations between Turkey and Russia. As for economic relations,
Turkey and Russia gathered sufficiently important experiences in trade and economic
cooperation. Even though Turkey has a deficit of the total value of trade with Russia, mostly
caused by the import of energy resources, its income from Russian tourists and civil engineering
projects in Russia assist closing the gap. A special attention must be paid to the fact that, as
bilateral trade between Russia and Turkey has been always based on strategic goods such as
natural resources and food, what makes both of the countries be more cautious while building
their political relations.

It is also worth noting that even in the political relations worsening period, the trade between
countries, although significantly reduces, but never trails off. Moreover, in case of the imposition
of sanctions, traders find circumvention routes to import prohibited goods through third
countries. In case of Russia imposing sanctions against Turkey, the Turkish company established
a transfer of vegetables to Russia through neighboring countries such as Kazakhstan and Belarus.
Meanwhile, Russian citizens are keep on buying prohibited to sale and purchase in the Russian
Federation tours to Turkey, benefiting from the services of Ukrainian and Belarus travel agencies
(Papernaya, 2016). Having an econometric model built, we confirmed the hypothesis that
worsening in relations between Turkey and Russia negatively affects their trade relations.
However, betterments in relations between countries do not have a significant impact on trade. It
can be explained by the fact that in the relations between Turkey and Russia, negative and
positive events are often very close to each other by dates: sometimes they occurred in the same
period, or with just a year break. Thus, it can be presumed that the negative effect caused by
political relations worsening suppresses the positive effect of political relations betterment.
Results obtained in this study bear a resemblance to findings of Pollins (1989), Polechek (1997),
Armstrong (2012) and Cakmak and Ustaoglu (2017) studies, mentioned in empirical literature.
The findings verified that the realistic approach is dominant in the relationships between Turkey
and Russia. That is to say, Turkish and Russian sides should tend to keep their political relations
good when they appreciate the importance of each other politically and economically. When
considering these all together and taking into account the damages of negative and tense
relationships to the trade, both countries should keep the relationships good, avoid tense political
disputes and repair the worsened relationship all of a sudden as this fact is essential for their

welfare and security.

North American Academic Research , Volume 3, Issue 06; June, 2020; 3(06) 152-160 °TWASP, USA 155



References

[1].Arafat, M., Alnuaimy, I'_‘.O.M. (2011). The Turkish-Russian Relations in the Era of AKP.
Kocatepe Universitesi IIBF Dergisi, 13(2), 103-133.

[2]. Akgul, F. (2007). The effects of Russia's Putin Eurasian energy policies on Turkey-Russia
relations. Security Strategies Journal, 5, 129-155. Retrieved from
www.harpak.edu.tr/saren/gsd/oncekisayilar/dokuman/GSD_5/GSD_5_Art_5_062007.pdf

[3]. Akturk, E. (2016). The Crisis in Russian—Turkish Relations in 2008—-2015. Zurich: Swiss
Federal Institute of Technology. Retrieved from http://www.css.ethz.ch/en/services/digital-
library/articles/article.ntml/196133/pdf

[4]. Armstrong, S. P. (2012). The politics of Japan-China Trade and the Role of the World Trade
System. The World Economy, 35(9), 1102-1120. Retrieved from
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2145127

[5]. Aydintasbas, A. (2016). With friends like these: Turkey, Russia, and the end of an unlikely
alliance. European Council on Foreign Relations (ECFR).

[6].Barbieri, K. (2003). The Liberal Illusion: does trade promote peace?. Ann Arbor, Michigan:
The University of Michigan Press.

[7].Baskerville, R., & Pries-Heje, J. (2010). Explanatory Design Theory. Business & Information
Systems Engineering volume , 271-282.

[8].BBC News (2015). Turkey downing of Russia jet 'stab in the back'-Putin, November 24,
2015. [online] Available at: http://www.bbc.com/news/world-middle-east-34913173
[Accessed 16 Aug. 2019].

[9].BBC News (2016). Turkey faces big losses as Russia sanctions bite, January 2, 2016.
[online] Available at: http://news.bbc.co.uk/2/hi/middle_east/1223972.stm [Accessed on
April 20, 2019].

[10]. Berger, D., Easterly, W., Nunn, N., & Satyanath, S. (2013). Commercial Imperialism?
Political Influence and Trade during the Cold War. American Economic Review, 103(2),
863-896. Retrieved from https://scholar.harvard.edu/nunn/publications/commercial-
imperialism-political-influence-and-trade-during-cold-war

[11]. Cakmak, C., & Ustaoglu, M. (2017). Politics vs. trade: a Realist view on Turkish—Israeli
Economic Relations. Israel Affairs, 23(2), 303—-323. Retrieved from
http://aves.istanbul.edu.tr/YayinGoster.aspx

[12]. Creswell, J. W., Clark, V. L., Gutmann, M. L., & Hanson, W. E. (2003). Advance Mixed
methods Research Designs. Sage Publications.

[13]. Duman, M., & Samadov, N. (2003). An investigation on the structure of economic and
commercial relations between Turkey and Russian Federation. Kocaeli University Social
Sciences Institute Journal, 6, 25-47. Retrieved from
http://kspjournals.org/index.php/JEST/article/view/1127

North American Academic Research , Volume 3, Issue 06; June, 2020; 3(06) 152-160 °TWASP, USA 156


http://www.harpak.edu.tr/saren/gsd/oncekisayilar/dokuman/GSD_5/GSD_5_Art_5_062007.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2145127
http://news.bbc.co.uk/2/hi/middle_east/1223972.stm
https://scholar.harvard.edu/nunn/publications/commercial-imperialism-political-influence-and-trade-during-cold-war
https://scholar.harvard.edu/nunn/publications/commercial-imperialism-political-influence-and-trade-during-cold-war
http://aves.istanbul.edu.tr/YayinGoster.aspx
http://kspjournals.org/index.php/JEST/article/view/1127

[14]. DURDAG, C., DENGZ, S. U., & OZSOY, C. (2016). The Effect of Political Crisis
between Countries on International Trade and International Logistics:A Qualitative Study on
Turkey-Russia Relations. Journal of Economic and Social Thought.

[15]. Encyclopedia Britannica. (2002). Encyclopedia britannica. Chicago, II: Encyclopedia
Britannica.

[16]. Freedman, R. O. (2002). Putin and the Middle East. Middle East Review of International
Affairs (MERIA), 6(2), 1 -16.

[17]. Hurriyet Daily News. (2015, December 07 ). Turkish economy risks losing $9 billion over
Russia crisis: Deputy PM. Retrieved Dec 28, 2019, from Hurriyet Daily News:
http://www.hurriyetdailynews.com/turkish-economy-risks-losing-9-billion-over-russia-crisis-
deputy-pm-92187

[18]. Kiniklioglu, S., & Morkva, V. (2007). An anatomy of Turkish—Russian Relations. .
Southeast European and Black Sea Studies , 533-553.

[19]. Kogan, E. (2018). Russian-Turkish Relations and their Impact on NATO and the
EU. European Security and Defense (ESD), 2(3), 28-30.

[20]. Kurban, V. (2017). Russian-Turkish Relations from the First World War to the Present.
Cambridge : Cambridge Scholars Publishing.

[21]. MacFarquhar, N., & Erlanger, S. (2015, Nov. 24). NATO-Russia Tensions Rise After
Turkey Downs Jet. Retrieved Dec 28, 2019, from The New York Times:
https://www.nytimes.com/2015/11/25/world/europe/turkey-syria-russia-military-plane.html

[22]. Mankoff, J. (2016, Jul 20). Russia and Turkey's Rapprochement. Retrieved Dec 28, 2019,
from Foreign Affairs : https://www.foreignaffairs.com/articles/turkey/2016-07-20/russia-and-
turkeys-rapprochement

[23]. MASUMOVA, N. R. (2018). Russia and Turkey: Resetting Economic Partnership.
PERCEPTIONS , 33-50.

[24]. Naqvi, Z. F. (2009). Pakistan-India Trade Potential and Issues. The Lahore Journal Of
Economics, 14(Special Edition), 171-201. doi: 10.35536/1je.2009.v14.isp.a9

[25]. ONCEL, A., & LIAPINA, L. (2018). The effects of Turkish-Russian political relations on
bilateral trade balance: Cointegration and causal analysis. Theoretical and Applied
Economics , 73-94.

[26]. Ozbay, F. (2011). Turkey-Russia Relations in the Post-Cold War Period: 1992-
2010. Bilge Strategy, 2(4). Retrieved from http://www.bilgesam.org/incele/525/-soguk-savas-
sonrasi-turkiye-rusya-iliskileri--1992-2010/#.XDDCbY x1P1V

[27]. OZEL,S., & UCAR, G. (2019, Jul 5). The Economics of Turkey — Russia Relations.
Retrieved Dec 19, 2019, from Edam: https://edam.org.tr/en/the-economics-of-turkey-russia-
relations/

North American Academic Research , Volume 3, Issue 06; June, 2020; 3(06) 152-160 ©TWASP, USA 157


http://www.bilgesam.org/incele/525/-soguk-savas-sonrasi-turkiye-rusya-iliskileri--1992-2010/#.XDDCbYx1PIV
http://www.bilgesam.org/incele/525/-soguk-savas-sonrasi-turkiye-rusya-iliskileri--1992-2010/#.XDDCbYx1PIV

[28]. Ozertem, H. S. (2017). Turkey and Russia: a fragile friendship. Turkish Policy
Quarterly, 15(4), 121-134.

[29]. Papernaya, I. (2017). BeinyxaenHast u3BopoiuBocTh. Lenta.ru, January 28, 2016.
[Accessed on August 03, 2017].

[30]. Polachek, S. W. (1997). Why Democracies Cooperate More and Fight Less: The
Relationship Between International Trade and Cooperation. Review of International
Economics, 5(3), 295-309.

[31]. Pollins, B.M. (1989). Conflict, Cooperation, and Commerce: The Effects of International
Political Interactions on Bilateral Trade Flows. American Journal of Political Science,
33(3), 737-761.

[32]. Republic of Turkey Ministry of Foreign Affairs. (2011). Turkey’s Commercial and
Economic Relations With Russian Federation. Retrieved Dec 28, 2019, from Republic of
Turkey Ministry of Foreign Affairs: http://www.mfa.gov.tr/turkey_s-commercial-and-
economic-relations-with-russian-federation.en.mfa

[33]. Rittenberg, L. (1998). The political economy of Turkey in the post-Soviet era: going West
and looking East? Westport, CT: Praeger.

[34]. Russia Presidential Executive Office. (2004). List of documents signed and adopted
during the official visit to Turkey (5-6 December 2004). Retrieved from
http://en.kremlin.ru/supplement/3932

[35]. Russian Federal State Statistics Service (RosStat). Retrieved from
http://lwww.gks.ru/wps/wcm/connect/rosstat_main/rosstat/en/main/ [ Accessed on September
12, 2019].

[36]. Saragoglu, C. (2018). The Syrian conflict and the crisis of Islamist nationalism in
Turkey. Turkish Policy Quarterly, 16(4), 17-26.

[37]. Seyidoglu, H.(2013). Uluslararas: Iktisat: Teori, Politika ve Uygulama., Istanbul: Beta
Yaymcilik.

[38]. Shevtsova, L., & Bouis, A. W. (2005). Putin’s Russia. Washington: Carnegie
Endowment For International Peace.

[39]. Petersburg and Turkey: higher, higher and higher! (n.d.). St. Petersburg Offers, 1(18),
20-23.

[40]. Taussig, T. (2017, October 4). The serpentine trajectory of Turkish-Russian relations.
Retrieved Dec 28, 2019, from Brookings: https://www.brookings.edu/blog/order-from-
chaos/2017/10/04/the-serpentine-trajectory-of-turkish-russian-relations/

[41]. Tasbasi, A. (2017). International trade and strategic behaviour: a game theoretical
analysis of the trade dispute between Turkey and Russia. Economic Research-Ekonomska
Istrazivanja, 30(1), 581-595. doi: 10.1080/1331677x.2017.1305769

North American Academic Research , Volume 3, Issue 06; June, 2020; 3(06) 152-160 °TWASP, USA 158


http://en.kremlin.ru/supplement/3932

[42]. The Posta Newspaper. (2016). The economic cost of the Russian crisis will exceed $ 11
billion a year. Retrieved Dec 28, 2019, from The Posta Newspaper:
https://www.posta.com.tr/2015in-en-onemli-ekonomi-olaylari-haber-fotograf-319650-10

[43]. TUIK (Tiirkiye Istatistik Kurumu). Retrieved from http://www.tuik.gov.tr [Accessed on
September 12, 2019].

[44]. Waller, M. (2005). Russian politics today : the return of a tradition. Machester And New
York: Manchester University Press.

[45]. Warhola, J. W., & Mitchell, W. A. (2006). The warming of Turkish-Russian relations :
motives and implications. Washington, DC: Heldref Publications.

[46]. Yanik, L.K. (2007). Allies or Partners? An Appraisal of Turkey’s Ties to Russia, 1991-
2007. East European Quarterly, 41(3), 349-370.

[47]. Yildirim, A., & Simsek, H. (2011). Qualitative Research Methods in the Social
Sciences (8th ed.). Ankara: Sekin.

Dariya PakhomoVa, BSc in International Relations from Pyatigorsk State University — Russia
and MSc in International Trade from Shanghai University - China

Acknowledgments
I would first like to thank my thesis adviser Professor Wang Xuebin of the School of Economics

at Shanghai University. The door to Prof. Wang’s office was always open whenever I ran into a
trouble spot or had a question about my research or writing. He consistently allowed this paper to
be my own work, but steered me in the right the direction whenever he thought I needed it.
I would also like to thank Teaching Department of Shanghai University. Without their passionate
participation and input, my study on Master program of International Trade in Shanghai
University could not have been successfully completed.

Dariya Pakhomova

Dedication
Not mentioned.

Conflicts of Interest
There are no conflicts to declare.

North American Academic Research , Volume 3, Issue 06; June, 2020; 3(06) 152-160 °TWASP, USA 159


http://www.tuik.gov.tr/

© 2020 by the authors. TWASP, NY, USA. Author/authors are
@ fully responsible for the text, figure, data in above pages.
This article is an open access article distributed under the

terms and conditions of the Creative Commons Attribution
(CC BY) license (http://creativecommons.org/licenses/by/4.0/)

i T

"5\ dssets of publishing with NAAR
5,

4 -Global archiving of articles
N7 |, -Immediate, free online access for all
\ -Rigorous peer review process
-Authors retain copyrights

e | \ -D0I for all articles
/" https://twasp.info/journal/home

—

Submit your article : editor@twasp.info

rl

North American Academic Research , Volume 3, Issue 06; June, 2020; 3(06) 152-160 °TWASP, USA 160


http://creativecommons.org/licenses/by/4.0/

	Materials and methods
	The study employed the use of secondary data which was collected using a data sheet. The data sheet collected both qualitative and quantitative data. The qualitative data related to the documented effects of political crisis on international trade and...
	Conclusion
	I would first like to thank my thesis adviser Professor Wang Xuebin of the School of Economics at Shanghai University. The door to Prof. Wang’s office was always open whenever I ran into a trouble spot or had a question about my research or writing. H...
	I would also like to thank Teaching Department of Shanghai University. Without their passionate participation and input, my study on Master program of International Trade in Shanghai University could not have been successfully completed.
	Dariya Pakhomova
	Dedication
	Conflicts of Interest

