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Abstract 

∎ Turkey’s geopolitically motivated industrial and supply chain policy 

implies close ties to Germany as well as a security and economic policy 

orientation towards the EU. 

∎ Ankara wants to bring production and sales into line with EU standards 

and establish a green high-tech and services economy. However, its 

decarbonisation measures remain inadequate. 

∎ Turkish stakeholders see disruptions to global supply chains as creating 

the opportunity to relocate European production chains to Turkey (near-

shoring). The government, the private sector and business organisations 

are all working to expand sustainable energy supplies. 

∎ Turkey’s authoritarian domestic policy – namely, the dismantling of 

democracy, repression and disregard for the rule of law – makes it 

extremely difficult to deepen bilateral cooperation. 

∎ Despite close economic ties, there are normative differences between 

Germany and Turkey and a consistent strategy to overcome them is 

lacking. Rather, the Turkish government is focused on using industrial 

policy to compensate for shortcomings in the rule of law. 

∎ Amid the geopolitical tensions between the United States and China, 

Turkey is performing a delicate balancing act: it is maintaining its ties to 

the West while at the same time expanding its technology partnership 

with China and energy cooperation with Russia. 

∎ German policy towards Turkey requires a strategic rethink. It should 

endeavour to promote economic stability, strengthen Turkey’s security 

policy integration into Europe and counteract Ankara’s strategic rap-

prochement with Moscow and Beijing. Going forward, cooperation should 

be made conditional on democracy, the rule of law and human rights. 
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Issues and Conclusions 

Turkey’s Industrial and Supply Chain 
Policy. Goals and Prospects for German-
Turkish Economic Cooperation and 
Bilateral Relations 

German-Turkish relations have been volatile in recent 

years, mainly owing to Turkey’s autocratisation and 

its transactional foreign policy. Ankara’s main for-

eign-policy goal is to reduce the country’s growing 

security dependence on the European Union (EU) and 

the United States (US). The guiding principles here are 

“diverse orientations”, “flexible alliances” and “issue-

related cooperation”. It could be argued that these 

principles suggest Turkey is turning away from the 

West, especially the US and the EU. But this research 

paper argues that inherent in Turkey’s industrial and 

supply chain policy is a strong drive towards coopera-

tion with the EU and Germany. Anchored in a geo-

politically and geoeconomically motivated “Grand 

Strategy”, Turkey’s industrial and supply chain policy 

serves as a pull factor and keeps Turkey in NATO and 

within the orbit of the EU – and thus Germany. At 

the same time, economic cooperation with Russia and 

China as well as attempts to establish closer ties to 

the BRICS (Brazil, Russia, India, China and South 

Africa) are also part of Ankara’s foreign trade strategy. 

In accordance with this strategy, Turkey wants to 

diversify its export markets and leave various coop-

eration options open in a world characterised by 

multipolar interdependencies. 

Turkey’s industrial policy is centred around a 

supply chain strategy and an energy policy that is 

oriented towards the EU. The aim is to transition to a 

green high-tech and services economy that is carbon-

free and to achieve the closer integration of Turkish 

companies into European and German supply chains. 

But although Turkey is pursuing ambitious goals, 

there are considerable weaknesses in its implemen-

tation of decarbonisation measures. 

Despite political tensions, German-Turkish eco-

nomic relations have expanded and diversified in 

recent years. Germany is Turkey’s most important 

trading partner in the EU. However, the current trend 

can be expected to continue only if regulatory risks – 

such as those arising from supply-chain governance 

requirements and the European Green Deal (EGD) – 

are mitigated by the state and through entrepreneur-
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ial activity. These risks present a challenge for bilat-

eral trade, for German direct investment in Turkey 

and for the integration of Turkish suppliers into 

German supply chains. If Turkish economic policy 

fails to develop suitable strategies and the private 

sector does not make the necessary adjustments, the 

economic ties between the two countries could 

weaken. 

The answer to the central question of this research 

paper – whether the trend towards economic in-

tegration will continue or reverse – can be sum-

marised as follows: the Turkish government, the 

private sector and business organisations are working 

closely together to ensure compliance with the EGD, 

accelerate the transition to sustainable energy sup-

plies and strengthen Turkey’s position in Europe’s 

supply chains. Although Ankara is striving to im-

prove the investment climate in the country, the 

effectiveness of purely economic policy initiatives 

is limited by democratic shortcomings and disregard 

for the rule of law. 

While Turkey distancing itself strategically from 

the EU and Germany does not appear a rational 

prospect, it cannot be ruled out in the context of 

geopolitical and regional crises and Turkey’s inten-

sified autocratisation. Ankara’s current efforts to 

deliberately weaken the opposition requires a new 

Turkey strategy – one that enables Germany and the 

EU to put their economic and political relations with 

Turkey on a sustainable footing without indirectly 

legitimising authoritarian tendencies. 
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In recent years,1 there have been a number of global 

developments that have necessitated the reorganisa-

tion of supply chains2: in particular, the “trade war” 

between the United States and China, the Covid-19 

pandemic and the resulting disruption to supply 

chains, as well as the Russian invasion of Ukraine 

and the subsequent sanctions and export controls 

imposed on Russia. All these developments, together 

with the supply bottlenecks, production problems 

and rapidly rising transport costs, have increased 

awareness of just how vulnerable production is to 

disruptions in the supply of raw materials and energy 

and just how dependent it is on global supply chains.3 

 

1 I would like to take the opportunity here to thank 

Dr Melanie Müller for her invaluable advice and expert 

report. I would also like to draw attention to the work of 

Marcela Müggler (Data and Statistics Team at SWP) and 

Daniel Kettner (Communications Unit at SWP), whom I 

thank for data research and processing as well as for the 

creation and visualisation of the figures and table included 

in this paper. And I would also like to thank Jan Cleave for 

editing the research paper. 

2 Xuan Wang et al., “Impact of Digital Technology on 

Supply Chain Efficiency in Manufacturing Industry”, in 

Digital Transformation in Industry, ed. Vikas Kumar et al., 

Lecture Notes in Information Systems and Organisation, vol. 54 

(Cham, Switzerland: Springer, 2022), 347–71, 

https://tinyurl.com/yc2rnrnv (accessed 27 October 2024).  

3 Günther Maihold and Fabian Mühlhöfer, Supply Chain 

Instability Threatens Security of Supplies. Options for Industry 

and Policymakers, SWP Comment 60/2021 (Berlin: Stiftung 

Wissenschaft und Politik, December 2021).  

Representatives of the Turkish 
government and industry are 

campaigning for foreign companies 
to relocate production to Turkey. 

For their part, Turkish decision-makers, entre-

preneurs and economists believe that this vulnerabil-

ity and dependency creates opportunities for Turkish 

industry: namely, European companies relocating 

their activities and supply chains to Turkey (nearshor-

ing).4 According to the experts, this would also boost 

the resilience of German companies and their security 

of supply. Compared with the transport routes from 

countries currently being discussed in connection with 

the relocation of supply chains – such as Indonesia, 

Malaysia and Vietnam – those from Turkey would, 

in fact, mean less exposure to the risk of politically 

motivated blockades or bottlenecks in the Suez Canal. 

Turkish government officials and business representa-

tives have repeatedly emphasised that the relocation 

of production to Turkey is highly welcome. But this 

stance is challenged by the geopolitical turbulence in 

the region, the erosion of the rule of law in Turkey, 

domestic political and economic dynamics and the 

uncertainty surrounding the country’s future geo-

political orientation. For its part, Berlin is concerned 

about the fact that Turkey is increasingly developing 

into an authoritarian state – one in which democratic 

 

4 See, for example, Aylin Rana Aydin Kuş, “Aimed at 

Strengthening Turkey’s Position in Global Value Chains” 

(in Turkish), Anadolu Ajansı (online), 3 August 2024, 

https://tinyurl.com/2cnsdc7h (accessed 1 July 2025). In many 

of the interviews conducted with Turkish actors from 

politics, business and the bureaucracy for the purpose of 

this research paper, the nearshoring opportunities for 

Turkey were also mentioned. 

Turkey: Geopolitical Reposi-
tioning and Diversification 
of Supply Chain Integration 

https://tinyurl.com/yc2rnrnv
https://tinyurl.com/2cnsdc7h
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efforts are depicted as a threat to state security.5 And 

there was also bilateral disagreement over Turkey’s 

confrontational foreign policy in Syria up to the fall 

of Assad and towards Israel. All these developments 

hamper the deepening of current economic ties and 

the interlinking of supply chains. 

For some time now, Turkish foreign policy has 

been increasingly characterised by transactionalism,6 

including vis-à-vis Germany. In this context, trans-

actionalism refers to a situational foreign policy that 

is averse to value-based policymaking and unwilling 

to invest in an open, rules-based international system. 

“Diverse orientations”, “flexible alliances” and “issue-

based cooperation” have been identified as the guid-

ing principles of Turkish foreign policy.7 The pursuit 

of “strategic autonomy”,8 that is, striving for the 

strengthening of national sovereignty, the lessening 

of dependence on external actors and the positioning 

of the country as a regional power, has gone hand 

 

5 See, for example, Verantwortung für Deutschland. Koalitions-

vertrag zwischen CDU, CSU und SPD. 21. Legislaturperiode [Respon-

sibility for Germany. Coalition Agreement Between the CDU, 

CSU and SPD. 21st Legislative Period], (Berlin, 6 May 2025), 

140. That document states: “Wir bedauern, dass sich die 

Türkei von der Werteordnung der EU zunehmend weiter 

entfernt” [We regret that Turkey is increasingly distancing 

itself from the EU’s values]; Gregor Uhlig, “Erdogans aggres-

sive Außenpolitik gegen den Westen zahlt sich aus” [Erdo-

gan’s aggressive foreign policy against the West is paying 

off], Deutsche Wirtschaftsnachrichten, 21 January 2023, 

https://tinyurl.com/2pnuv9fb (accessed 27 October 2024). 

6 See Galib Bashirov and İhsan Yılmaz, “The Rise of 

Transactionalism in International Relations”, Australian 

Journal of International Affairs 74, no. 2 (2020), 165–84; and 

Evren Balta, Normalizing Transactionalism: Turkish Foreign Policy 

after the 2023 Elections (Washington, D.C.: Middle East Insti-

tute [MEI], 9 July 2024). 

7 See Amnon Aran and Mustafa Kutlay, Turkey’s Quest for 

Strategic Autonomy in an Era of Multipolarity, IPC Policy Brief 

(Istanbul: Istanbul Policy Center [IPC], February 2024), 

https://tinyurl.com/2tz5vbrt (accessed 27 October 2024); and 

Eda Kuşku-Sönmez, “Turkey and the EU: Waning Foreign 

Policy Alignment in a Changing International Context”, 

Southeast European and Black Sea Studies (online), 14 June 2024, 

https://tinyurl.com/2dmrfnxd. 

8 See also Burhanettin Duran, “The Crisis of the Inter-

national System and Turkey’s Search for Strategic Autono-

my” (in Turkish), Kriter 8, no. 88 (2024), 6–8, 

https://tinyurl.com/3m2ev2zh (accessed 20 January 2025); 

and Murat Yeşiltaş, “Turkey Axis and Increased Strategic 

Autonomy” (in Turkish), SETA, 22 April 2023, 

https://tinyurl.com/yc7x7uhk (accessed 20 January 2025). 

in hand with establishing closer ties to non-Western 

actors such as Russia and China. Russia’s war of ag-

gression against Ukraine, the Gaza conflict, Israel’s 

attacks on Lebanon and the armed struggle between 

Iran (and its proxies) and Israel have had the effect of 

significantly enhancing Turkey’s geopolitical status 

as a regional power.9 

Turkey’s ‘Grand Strategy’ 

Turkey’s “Grand Strategy”10 comprises three main 

objectives that serve as a guide for the country’s 

foreign, security and foreign economic policy: the 

pursuit of strategic autonomy, the enhancement of 

Turkey’s regional and global status and the achieve-

ment of sustainable economic growth.11 Strategic 

autonomy refers to the country’s ability to ensure its 

existence, sovereignty, territorial integrity and secu-

rity largely through its own efforts. Status enhance-

ment is related to the government's endeavours to 

establish Turkey as a regional power and elevate its 

status to that of “global player” (geopolitics12). At the 

same time, Ankara is aiming for sustainable eco-

nomic growth in the long term in order to be able to 

support its foreign and security policy goals (geo-

 

9 Marc Pierini, “Turkey’s Geopolitical Role. Between 

National Ambitions, Western Anchors and Russian Sway”, 

IEMed Mediterranean Yearbook 2023 (Barcelona: European 

Institute of the Mediterranean, 2023), 124–30, 

https://tinyurl.com/4cjtxm4u (accessed 27 October 2024). 

10 “Grand strategy”, as defined by Paul Kennedy, can be 

understood as the targeted coordination and utilisation of a 

state’s political, economic and military resources in order to 

assert national long-term interests in times of war and peace. 

See Paul Kennedy, ed., Grand Strategies in War and Peace (New 

Haven, CT: Yale University Press, 1991). 

11 Hakan Fidan, “Turkish Foreign Policy at the Turn of the 

‘Century of Türkiye’: Challenges, Vision, Objectives, and 

Transformation”, Insight Turkey 25, no. 3 (2023), 11–25 (14f.); 

and “President Erdoğan: ‘The World Is Changing, the UN 

System Must Change Too’” (in Turkish), Kriter 6, no. 61 

(2021), 10–17, https://kriterdergi.com/file/639/soylesi-

cumhurbaskani-recep-tayyip-erdogan (accessed 17 June 2025). 

12 Geopolitics is understood to be a way of thinking that 

sees spatial conditions as a prerequisite for explaining 

political structures and international politics. Geostrategy 

is understood to signify purposeful thinking and action in 

order to exercise domination, control and influence over 

regions. See Niels Werber, Geopolitik zur Einführung [Intro-

duction to Geopolitics] (Hamburg, 2022). 

https://tinyurl.com/2pnuv9fb
https://tinyurl.com/2tz5vbrt
https://tinyurl.com/2dmrfnxd
https://tinyurl.com/3m2ev2zh
https://tinyurl.com/yc7x7uhk
https://tinyurl.com/4cjtxm4u
https://kriterdergi.com/file/639/soylesi-cumhurbaskani-recep-tayyip-erdogan
https://kriterdergi.com/file/639/soylesi-cumhurbaskani-recep-tayyip-erdogan


 Ankara’s calculation: More room for manoeuvre through multipolarity 

 SWP Berlin 
 Turkey’s Industrial and Supply Chain Policy 

 August 2025 

 9 

economics13) and meet the growing population’s 

desire for prosperity. However, there is no national 

consensus on Turkey’s geopolitical positioning. The 

advocates of strategic autonomy are opposed by 

transatlanticists and Eurasianists, although the latter 

are politically marginalised and have only limited 

influence. 

The Turkish Grand Strategy was drawn up in the 

wake of the global financial crisis of 2008, the United 

States’ gradual moves to withdraw from the Middle 

East at the end of the 2000s and the subsequent Arab 

uprisings. From a Turkish perspective, these devel-

opments signalled the shift from a unipolar to a 

multipolar world order.14 During the consolidation of 

its rule, the AKP government largely replaced the 

secular-national elite with an Islamic-conservative 

one.15 By abandoning the pursuit of pro-Western 

modernisation, Turkish foreign policy went from an 

institutional Western orientation to a pragmatic, 

transactional interaction with the West – i.e., the 

US, NATO and the EU. At the same time, Ankara 

promoted the narrative of the ‘Turkish century”, 

which served to keep competing domestic interest 

groups within a single power bloc and secure the 

consolidation of the AKP government’s rule. The 

authoritarian unilateralism of the second Trump ad-

ministration will only reinforce transactionalism in 

Turkish foreign policy and could prove advantageous 

for Ankara in its relations with the US. 

 

13 Geoeconomics refers to the strategic use of economic 

means to protect national interests and achieve geopolitical-

ly advantageous results. At its core, it combines the logic of 

geopolitics and the instruments of economics. At the same 

time, it takes into account the effects of the economic 

actions of other states on a country’s geopolitical objectives. 

See Robert D. Blackwill and Jennifer M. Harris, War by Other 

Means. Geoeconomics and Statecraft (Cambridge, MA: Harvard 

University Press, 2016), 20, 26. 

14 There is an ongoing controversial debate as to whether 

the future world order will, in fact, be multipolar. See, for 

example, Richard N. Haass, “The Age of Nonpolarity”, Foreign 

Affairs, 3 May 2008; Trine Flockhart, “The Coming Multi-

order World”, Contemporary Security Policy 37, no. 1 (2016), 3–

30; Amitav Acharya, “After Liberal Hegemony: The Advent of 

a Multiplex World Order”, Ethics & International Affairs 31, 

no. 3 (2017), 271–85; and Stefan Mair, “In Defense of Multi-

polarity”, Internationale Politik Quarterly, 17 November 2023. 

15 See Günter Seufert, Foreign Policy and Self-image. The 

Societal Basis of Strategy Shifts in Turkey, SWP Research Paper 

12/2012 (Berlin: Stiftung Wissenschaft und Politik, Sep-

tember 2012). 

Ankara’s calculation: More room for 
manoeuvre through multipolarity 

Most Turkish decision-makers and experts in inter-

national politics interpret the perceived emergence of 

a multipolar world order as an opportunity to increase 

foreign policy options. According to this interpreta-

tion, it is geostrategically advantageous for Turkey if 

Russia remains a strong “global player” in inter-

national politics and if China is an “alternative in 

reserve” to the US and Europe – a kind of “reinsur-

ance” so as not to become completely dependent on 

the West and to have more room for manoeuvre. 

Thus, an unconditional foreign policy orientation 

towards the West is no longer a matter of course, 

even if Turkey’s anchoring in the transatlantic mili-

tary alliance and the EU economic area is not up for 

discussion.16 

Turkey favours a “more balanced distribution of 

power” and would like to play a role in the reorgani-

sation of the regional order.17 In order to justify the 

global ambitions and regional claims of its foreign 

policy, Ankara points to the country’s geographically 

central location at the interface between Europe, Asia 

and Africa, its proximity to centres of conflict and its 

control over strategically important sea routes and 

access to the Mediterranean from the Black Sea. More-

over, Turkish foreign policymakers draw on the coun-

try’s historical and cultural links to the Balkans and 

the Islamic world.18 And it is in this context that 

Turkey’s demand to be more involved in the EU’s for-

eign and security policy is to be seen.19  

Further, Ankara sees multipolarisation as a process 

that goes hand in hand with the dwindling domi-

nance of the West. China’s rise as a great power and 

the refusal of the Global South to follow the West in 

strategic decision-making – as recently demonstrated 

 

16 This paragraph on the roles of Turkey, the Russian 

Federation and the People’s Republic of China in a multi-

polar world is based on interviews with Turkish actors from 

politics, business and the bureaucracy. 

17 “The World Is Changing, the UN System Must Change 

too” and Fidan, “Turkish Foreign Policy” (see note 11). 

18 See Ahmet Davutoğlu, Strategic Depth: International 

Position of Turkey (in Turkish) (Istanbul, 2005). 

19 Turkish Defence Minister Yaşar Güler has commented 

that the Turkish armed forces would have to become part 

of any future European army. See Değer Akal, “No Place for 

Turkey in Macron’s Europe?” (in Turkish), Deutsche Welle, 9 

May 2024, https://tinyurl.com/24 wcy7am (accessed 17 June 

2025). 

https://www.dw.com/tr/macronun-avrupas%C4%B1nda-t%C3%BCrkiyeye-yer-yok-mu/a-69027826
https://tinyurl.com/24wcy7am
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in the case of the Russian war of aggression against 

Ukraine and the Gaza war – are perceived in Ankara 

less as a threat than as an opportunity. Against the 

backdrop of the BRICS’ criticism of the Western dis-

course on liberal democracy and human rights, 

Turkish decision-makers feel vindicated in their dis-

tanced stance towards liberal democracy and their 

authoritarian-majoritarian understanding of democ-

racy. The demands of the BRICS members Brazil, 

India and South Africa for greater influence in inter-

national organisations such as the United Nations, the 

International Monetary Fund (IMF), the World Bank 

and the World Trade Organization are largely aligned 

with Ankara’s strategic interests. 

Opportunities for Turkey through 
US-China rivalry  

The rivalry between the US and China – which mani-

fests itself in a trade dispute and armaments buildup, 

among other things – poses a serious risk for the 

global economy, world trade and international peace. 

But in Turkish government circles, this rivalry, to-

gether with the rise of the BRICS+ group, is seen as an 

opportunity to upgrade the country’s role in Euro-

pean supply chains and diversify its export markets. 

As far as the technology rivalry between the US and 

China is concerned, Turkey is maintaining equidis-

tance and exploring opportunities for a technology 

partnership with China, particularly in the area of 5G 

technology (the fifth-generation mobile communica-

tions standard).20 At the same time, the Turkish 

government is trying to position itself as the mouth-

piece of the Global South and is considering joining 

BRICS+, which, it hopes, would improve its links to 

emerging economic areas.21 (The BRICS+ countries 

currently account for 45 per cent of the world’s popu-

lation, generate 34 per cent of global economic out-

put and are responsible for 50 per cent of global CO2 

emissions.22) In the meantime, Ankara is increasingly 

 

20 See Alp Cenk Arslan, “Turkey’s Strategic Balancing 

Efforts Amid the US-China AI Confrontation” (London: 

Royal United Services Institute, 6 November 2024). 

21 Hüseyin Korkmaz, “Turkey, BRICS and Multipolarity: 

A Geopolitical Balancing Act” (in Turkish), Anadolu Ajansı, 

12 June 2024, https://tinyurl.com/3fdnt8ta (accessed 

18 November 2024). 

22 Federal Statistical Office of Germany, “BRICS in Zahlen” 

[BRICS in figures] (online), https://tinyurl.com/4z4dar65 

(accessed 18 November 2024). 

orienting itself towards the Asia-Pacific region, which 

is capturing a growing share of the global economy. 

In this way, it wants to open up new export markets, 

attract foreign investment and secure more opportu-

nities for cooperation. In particular, there is a focus 

on deepening economic relations with China.23 

Turkish decision-makers regard their foreign policy 

course as vindicated by the divergence of interests 

within the Western world. In Ankara’s view, the US is 

less concerned about enforcing an international rules-

based order than about containing China in the Indo-

Pacific region and regaining hegemony in the “Western 

world”. However, it is seen to be repeatedly exempt-

ing itself from the rules of the “liberal order” that 

Washington itself developed. As a result, there has 

been a considerable loss of confidence worldwide – 

and not least in Turkey – in US-Western concepts 

such as multilateralism and a “values-based foreign 

policy”. In a keynote speech in Washington in spring 

2023, Jake Sullivan, national security advisor to then 

US President Joe Biden, declared the rules-based trade 

order a failure and called for a paradigm shift: accord-

ing to him, the world and trade order which the US 

created after World War II and of which it subsequent-

ly served as guarantor had become a disruptive factor 

in the containment of the “Chinese struggle for world 

domination”.24 For Turkish decision-makers, this only 

proves that the US is concerned primarily with secur-

ing its hegemony and will therefore decouple from 

China in the areas of trade policy and technology.25 

Under the second Trump administration, the US 

will be less willing to provide global public goods26 

 

23 See Ministry of Foreign Affairs of the Republic of 

Türkiye” (formerly Republic of Turkey), “Asia Anew-Initia-

tive” (online), https://www.mfa.gov.tr/asia-anew-initiative. 

de.mfa (accessed 23 January 2025); Defne Gönenç et al., 

“Political Economy of Turkey’s Pivot to Asia”, Turkish Studies 

25, no. 5 (2024), 857–81; and Mustafa Cüneyt Özşahin, 

Federico Donelli and Riccardo Gasco, “China–Turkey 

Relations from the Perspective of Neoclassical Realism”, 

Contemporary Review of the Middle East 9, no. 2 (2022), 218–39. 

24 See “Remarks by National Security Advisor Jake Sullivan 

on Renewing American Economic Leadership at the Brook-

ings Institution” (Washington, D.C.: The White House, 

27 April 2023); and Simon Lester, “Jake Sullivan on Inter-

national Economics and Industrial Policy”, International 

Economic Law and Policy Blog, 3 May 2023. 

25 Martin Greive et al., “Klub der Aufsässigen” [Club of 

the Rebellious], Handelsblatt, 25 August 2023. 

26 Hegemonic powers, such as the US after 1945, assume 

the role of providing international public goods such as 

https://tinyurl.com/3fdnt8ta
https://tinyurl.com/4z4dar65
https://www.mfa.gov.tr/asia-anew-initiative.de.mfa
https://www.mfa.gov.tr/asia-anew-initiative.de.mfa
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such as security, free trade, functioning financial 

markets and stable currency systems. However, 

Washington is not expected to practise global politi-

cal abstinence, as can be seen from Trump’s plans for 

Greenland, Canada, Mexico, the Panama Canal and 

the Gaza Strip. Thus, the EU will have to develop – 

independently of the US, not least in the context of 

the Ukraine war – the necessary capabilities to 

protect Europe. Key prerequisites for this are Turkey 

remaining in the European economic area and being 

more closely integrated into the European security 

architecture. The country’s geopolitical situation, its 

military capabilities, its growing defence industry and 

its connections and influence in the Balkans, the 

Caucasus and the Black Sea region all speak in favour 

of such an outcome.27 

Deeper bilateral cooperation is made 
difficult by the dismantling of 

democracy and the restrictions on 
fundamental rights in Turkey. 

However, there are limits to the intensification of 

Germany’s security and economic policy cooperation 

with Turkey – whether at the EU level or bilaterally. 

This is because of recent developments within Turkey 

or, more precisely, the two countries’ different ideas 

of about what constitutes legitimate rule. Bilateral 

cooperation is made difficult by the Turkish govern-

ment’s pursuit of an authoritarian domestic policy 

that is accompanied by the dismantling of democracy, 

the weak rule of law and severe restrictions on funda-

mental rights. Turkey views any criticism of the above 

as an attack on its very existence. 

Nevertheless, our analysis of the Turkish Grand 

Strategy reveals that Ankara is striving for closer co-

operation with the EU and, in particular, with Germa-

ny – a thesis that is underpinned in this paper by a 

multi-stage analytical approach. First, the degree of 

 

security and economic stability not out of altruistic motives 

but in their own interests – a peaceful and stable world 

order promotes both their geopolitical power position and 

their economic prosperity. See Ulrich Menzel, Die Ordnung der 

Welt. Imperium oder Hegemonie in der Hierarchie der Staatenwelt 

[The Order of the World. Empire or Hegemony in the Hier-

archy of the World of States] (Frankfurt, 2015).  

27 For context on the Turkish defence industry, see Sıtkı 

Egeli et al., Adapting Security: The Intersection of Turkiye’s Foreign 

Policy and Defence Industrialisation (London: International 

Institute for Strategic Studies [IISS], June 2024), 

https://tinyurl.com/ye6hcdk9 (accessed 18 November 2024). 

economic interdependence between Turkey, the EU 

and Germany in particular is analysed. The focus here 

is on Turkey’s continued dependence on the EU and 

Germany as export markets and sources of transform-

ative investment, technological expertise and high-

tech products. Second, Turkey’s efforts to adapt to 

both the EGD and supply chain governance are ana-

lysed. Turkey’s current industrial policy is examined, 

including the implementation of the reforms needed 

to comply with European standards. Third, a risk 

analysis of Turkish-German cooperation takes a criti-

cal look at the political framework conditions in 

Turkey and developments in the areas of human 

rights and the rule of law. These are factors that pose 

significant challenges for a further deepening of 

economic relations. 

https://tinyurl.com/ye6hcdk9
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German-Turkish economic relations – which, above 

all, encompass trade, investment, supply chain inte-

gration and technology transfer – form one pillar of 

the bilateral relationship (while the military alliance 

partnership within NATO forms another). The strong 

cohesiveness of these relations has so far withstood 

the political differences and diplomatic tensions. 

They continue to be a significant driver for the Turk-

ish government and the export sector in the bid to 

further deepen economic cooperation and integration 

into global supply chains. Achieving these goals re-

quires not only constructive political relations with 

the EU and Germany but also a stable and reliable 

investment climate. Bilateral trade and reciprocal 

investment are both a prerequisite and a benchmark 

for successful supply chain integration. Thus, this sec-

tion looks at the economic fundamentals before ana-

lysing supply chain integration in more detail. 

Growing bilateral trade 

Despite not only the economic and legal challenges 

but also the political differences between Ankara and 

Berlin, bilateral trade is growing steadily. In 2024, it 

reached a record US$47.5 billion (see Figure 1, p. 13). 

Turkish exports to Germany have risen each year 

since the establishment of the EU-Turkey Customs 

Union. In 2023, Germany was Turkey’s largest export 

market, accounting for 8.7 per cent of total exports, 

and its third-largest import partner after Russia and 

China. Similarly, trade between the EU and Turkey 

rose to a record US$218.9 billion in 2024 (see Figure 2, 

p. 13). Around 41 per cent of Turkish exports were 

destined for the EU, while 32 per cent of the country’s 

imports were from EU member states. Compared with 

Turkey’s overall trade and its bilateral trade with 

Russia and China, Turkish-German and Turkish-Euro-

pean trade is more balanced, underscoring the impor-

tance for Turkey of both the EU and Germany as 

export markets that offer the potential for the coun-

try to offset its trade deficit. 

In 2023, the main Turkish exports to Germany 

were vehicle parts, engine parts and motor accessories 

(worth US$1.63 billion) and cars (US&1.13 billion). 

This points to the significant forward integration of 

Turkish automotive suppliers into German supply 

chains. Turkish exports to Germany also include vari-

ous types of machinery as well as plants and equip-

ment for the construction, manufacturing, agricul-

ture and transport sectors.28 

Trade with non-EU countries has increased signifi-

cantly, too (see Figure 3, p. 15). According to official 

figures, the volume of trade between Turkey and the 

BRICS grew from US$74.3 billion in 2013 to US$121.3 

billion in 2023, with Russia and China accounting for 

a lion’s share of US$105 billion – or 17 per cent of 

Turkey’s total foreign trade.29 But overall trade with 

the BRICS is unbalanced, with Turkish exports to 

those countries having stagnated (see Figure 4, p. 15 

and Figure 5, p. 17). 

Raw material and agricultural imports 
from Turkey 

Turkey accounts for only a small share of German 

raw material imports but plays an important role in 

some segments. Germany obtains the bulk of its raw 

materials from a large number of countries and is 

therefore not overly dependent on Turkey for supplies 

 

28 See Observatory of Economic Complexity (OEC), “OEC 

World, Germany/Turkey”, https://tinyurl.com/s36ypnbc 

(accessed 18 June 2025). 

29 Compiled from “IMF Data: Direction of Trade Statistics 

(DOTS)” (online), https://tinyurl.com/24byksdp (accessed 

16 December 2024). The data for the figures in this and 

the following sections are also from the IMF data portal. 

German-Turkish Economic 
and Supply Chain Integration 

https://tinyurl.com/s36ypnbc
https://tinyurl.com/24byksdp
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of most raw materials.30 However, Turkey is the main 

supplier of the critical raw material boron to the EU 

and Germany in particular: around 98 per cent of EU 

demand is met by Turkish production. Boron is stra-

tegically important because of its use in numerous 

key industries, including defence, aerospace and rocket 

fuels, specialised weapons as well as glass and ceramics, 

manufacturing, agriculture (for example, as a fertiliser), 

detergent production, nanotechnology, automotive 

engineering, energy technology, metallurgy and con-

struction – in short, wherever hardness, chemical 

stability and heat resistance are required. Owing to its 

broad industrial use, boron is of considerable eco-

nomic relevance; and security of supply is at high risk 

when there are delivery bottlenecks. In terms of re-

serves, Turkey is the global leader, with a share of 

around 73 per cent, ahead of Russia and the US.31  

Turkey is also a supplier of agricultural products. 

In 2023, Germany imported agricultural products 

worth €1.8 billion from Turkey. That is the equivalent 

of 0.8 per cent of total German imports of agricultural 

and food products.32 

German investments in Turkey 

Germany is one of the most important countries of 

origin for foreign direct investment in Turkey – in 

terms of volume, duration of presence and number of 

companies (see Figure 6, p. 17). As of late 2024, Ger-

man direct investment in Turkey since 1980 stood at 

almost US$14.5 billion.33 In 2023 alone, some US$687 

million was invested by German firms (compared with 

US$972 million the previous year). As of August 2023, 

 

30 Lisandra Flach et al., Wie abhängig ist Deutschland von 

Rohstoffimporten? Eine Analyse für die Produktion von Schlüssel-

technologien [How dependent is Germany on raw material 

imports? An analysis for the production of key technologies] 

(Munich, 2022), https://tinyurl.com/2p8xpsk2 (accessed 

12 November 2024). 

31 See “Türkei besitzt fast alle Bor-Reserven der Welt” 

[Turkey Has Almost All the World’s Boron Reserves], Deutsche 

Wirtschaftsnachrichten, 10 February 2018, https://tinyurl.com/ 

mr2eu7bj (accessed 12 November 2024). 

32 Federal Ministry of Food and Agriculture (BMEL), “Außen-

handel mit der Türkei” [Foreign trade with Turkey] (online), 

https://tinyurl.com/3andeb7y (accessed 12 November 2024). 

33 See German Representative Offices in Turkey, “Deutsche 

Investitionen in der Türkei” [German investments in Turkey] 

(online), https://tinyurl.com/vzef7xua (accessed 12 November 

2024). 

more than 8,000 companies with German capital 

investment were registered in Turkey, providing em-

ployment for more than 100,000 people. Most German 

direct investments in Turkey are transformative in-

vestments that have contributed to the creation of a 

large number of jobs. 

German companies are represented in many sectors: 

industrial production, marketing, services and retail. 

For example, the North Rhine-Westphalian family 

business EJOT, which specialises in joining and fasten-

ing technology, invested €25 million in a new plant.34 

Mercedes-Benz Türk has a bus plant in Istanbul 

and a lorry plant in Aksaray. While neither BMW nor 

Audi has its own production facilities in Turkey, both 

companies work with Turkish suppliers. As Europe’s 

fourth-largest car-manufacturing country, Turkey is 

an important procurement and supplier market35 for 

German car manufacturers.  

Other major German companies in Turkey include 

the consumer goods and adhesives manufacturer 

Henkel, which has been operating in Gebze since 1963 

and employs 750 people at three sites. The Bosch 

Group has a strong presence, too, with five subsidiar-

ies and around 17,500 employees. And Deutsche Post 

has been active in Turkey for almost 40 years and 

plans to invest €135 million in a modern operations 

centre at Istanbul Airport. 

All in all, Turkey is an attractive economic partner 

for Germany and a popular location for German com-

panies. Cost advantages, a large sales market and 

good export prospects – for example, in automotive 

production – make the country interesting for major 

global companies like Mercedes-Benz.  

Turkey’s other advantages include its geographical 

location at the crossroads of Europe, Asia and Africa, 

its relatively young population of 84 million, as well 

as its growing purchasing power, modern transport 

infrastructure, efficient logistics and dynamic and com-

petitive private sector. Combined, all these factors 

offer German companies considerable growth oppor-

tunities. 

 

34 See Karin Senz, “Warum deutsche Firmen in der Türkei 

investieren” [Why German Companies Are Investing in 

Turkey], Tagesschau, 25 June 2023, https://tinyurl.com/ 

4p8prbm2 (accessed 27 October 2024).  

35 See Turnkey Sourcing, “Großhandel für den Import von 

Autoteilen und Autozubehören aus der Türkei” [Wholesale 

trade for the import of car parts and car accessories from 

Turkey] (online), https://turnkey-sourcing.de/automobil 

industrie (accessed 11 December 2024). 

https://tinyurl.com/2p8xpsk2
https://tinyurl.com/mr2eu7bj
https://tinyurl.com/mr2eu7bj
https://tinyurl.com/3andeb7y
https://tinyurl.com/vzef7xua
https://tinyurl.com/4p8prbm2
https://tinyurl.com/4p8prbm2
https://turnkey-sourcing.de/automobilindustrie
https://turnkey-sourcing.de/automobilindustrie
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Turkish companies in global value chains 

Integration into global value chains has a significant 

impact on a country’s economic strength and pros-

perity, not least because it paves the way for efficien-

cy gains and technology transfers. There are two 

pillars on which participation in global value chains 

rests, namely: 

∎ The import of input products (raw materials, inter-

mediate products, expertise) and services that are 

used in production – both for the domestic mar-

ket and for export (backward integration); and 

∎ The export of input goods and finished products as 

well as services that are consumed in the export 

destination country or go into production and are 

intended either for the domestic market or for 

export (forward integration).36 

Countries participate in value chains directly via 

their own finished products and/or the export of 

input goods or indirectly via supplies for export com-

panies on their own territory or abroad. Small and 

medium-sized enterprises (SMEs) are often indirectly 

involved in global value chains as suppliers.37 Partici-

pation in global value chains is determined by several 

factors, including the infrastructure and connectivity 

of a country or sector, the regulatory and business 

environment, the available factors of production and 

the size of the domestic market. 

The involvement of Turkish manufacturing com-

panies in global value chains has evolved over the 

years from limited participation through simple 

manufacturing products to an advanced role that can 

be measured by exports of input and intermediate 

goods. Between 1990 and 2015, Turkey’s participation 

in global value chains increased by 7 per cent.38 The 

year 2011 marked a turning point. Until then, back-

ward linkage had dominated, with imported inter-

mediate goods playing a central role in both produc-

tion and exports; forward integration – whereby 

domestically produced intermediate goods account 

for a growing share of exports– became more im-

portant from 2011 onwards. Nevertheless, backward 

 

36 Holger Görg and Saskia Mösle, “Globale Wertschöp-

fungsketten in Zeiten von (und nach) Covid-19” [Global 

Value Chains in Times of (and after) Covid-19], ifo Schnelldienst 

73, no. 5 (13 May 2020), 3–7. 

37 Adnan Seric and Yee Siong Tong, “What Are Global 

Value Chains and Why Do they Matter?” (Industrial Analyt-

ics Platform, August 2019), https://tinyurl.com/3zrwfymf 

(accessed 18 June 2025). 

38 Kuş, “Strengthening Turkey’s Position” (see note 4). 

integration has remained high and followed a steep 

growth trajectory in recent years: in 2015, imported 

intermediate goods accounted for 30 per cent of total 

imports,39 while in 2022, imported intermediate 

goods represented no less than 80.4 per cent of total 

imports, capital goods 11.1 per cent and consumer 

goods 8.4 per cent.40 

Turkey plays a significant role in 
several global value chains.  

Turkey, accounts for around 1 per cent of global 

exports of goods and services, plays a significant role 

in several global value chains. Since around the mid-

2010s, the growing importance of forward integration 

and the strong focus on manufacturing exports have 

helped Turkey move up from “basic manufacturing” 

country to “advanced manufacturing and services 

sector” country in the World Bank's classification. 

Thanks to its geographical location, Turkey has enor-

mous growth potential within the framework of global 

value chains. Turkish companies have access to the 

EU’s internal market as well as to markets in Europe, 

Africa and Central Asia. However, gaining access to 

markets such as the US, Japan, China and Indonesia, 

which are protected by above-average tariffs, is more 

difficult.41  

Turkish companies in German value chains 

Turkish companies are integrated into German value 

chains in a range of sectors – from the procurement of 

raw materials through manufacturing and processing 

to design, marketing and sales.42 They are particularly 

well represented in the automotive, clothing, textile 

 

39 Ibid., 25. 

40 ÜİK, “Foreign Trade Statistics, 12/2022” (in Turkish), 

31 January 2023, https://tinyurl.com/8nj3tdax (accessed 

18 June 2025). 

41 Leveraging Global Value Chains for Growth in Turkey. A Turkey 

Country Economic Memorandum, Report no. AUS0002378 

(Washington, D.C.: World Bank, February 2022). 

42 Dirk Jannott and Nela Vasova, “Markteintritt Deutsch-

land: Möglichkeiten für türkische Unternehmen” [Entering 

the German Market: Opportunities for Turkish Companies], 

Euractiv, 8 May 2017, https://tinyurl.com/2dyz65m9 (accessed 

19 November 2024). The German-Turkish Agreement on 

Establishment of 1927 allows Turkish companies to establish 

themselves, acquire property and carry out business activi-

ties in Germany. 

https://tinyurl.com/3zrwfymf
https://tinyurl.com/8nj3tdax
https://tinyurl.com/2dyz65m9
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German-Turkish Economic and Supply Chain Integration 

and steel industries. Many Turkish companies are 

active as suppliers to the German automotive 

industry – a prominent example is Bosch Sanayi ve 

Ticaret, with some 8,000 employees.  

Since around 2010, the participation of Turkish 

companies in German value chains in the textile in-

dustry has increased significantly. For example, Hugo 

Boss Textil, which employs around 4,000 people, and 

the clothing manufacturer s.Oliver have production 

facilities in Turkey. Turkish companies in the cloth-

ing industry are successfully integrated into both 

global and German value chains and cover all stages 

of production – from local procurement (of 70 per 

cent of raw materials) to final production. In 2022, 

the Turkish apparel industry recorded exports worth 

US$21.2 billion, with goods worth US$3.6 billion 

going to Germany.43 

The forward integration of Turkish manufacturers 

into German supply chains is evident from the follow-

ing list of exports from Turkey to Germany in 2023: 

 

43 “2024 Expectations: Textiles” (in Turkish), GZT.com, 

29 January 2024, https://tinyurl.com/mwfth4kj (accessed 

12 November 2024); and Elif Ferhan Yeşilyurt, “Ready-to-

Wear and Clothing Industry Broke Export Record in 2022” 

(in Turkish), Anadolu Ajansı, 13 January 2023, https://tinyurl. 

com/2wcjhc3y (accessed 12 November 2024). 

parts and accessories for tractors (worth US$1.65 bil-

lion); motor vehicles for the transport of ten or more 

persons, parts and accessories, vehicles (excluding rail 

vehicles) and parts and accessories for those vehicles 

(US$4.99 billion); and electrical machinery, apparatus 

and appliances and parts thereof, sound recording 

and reproducing apparatus, televisions (US$1.35 bil-

lion).44 

The integration of Turkish companies – both 

SMEs and large companies – into German value 

chains is economically advantageous for both coun-

tries and promotes innovation. Germany benefits 

from this close integration through stable trade rela-

tions, high security of supply and low-cost inputs and 

end products. But at the same time, Turkey faces 

challenges to integration – both now and going for-

ward. These are discussed in detail in the next two 

sections. 

 

44 International Trade Centre, “Bilateral Trade between 

Germany and Türkiye” (online), https://tinyurl.com/42p6f38k 

(accessed 12 November 2024). 
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Turkey’s industrial policy,45 which comprises a supply 

chain strategy and a decarbonisation strategy, inte-

grates both horizontal and vertical measures. The hori-

zontal measures include stabilising macroeconomic 

conditions, reducing macroeconomic imbalances, 

securing a competitive exchange rate, expanding 

human capital and improving the business environ-

ment. The vertical measures focus on the targeted 

promotion of selected sectors, in which the state 

intervenes by providing tax incentives, subsidies, 

trade policy protection and subsidised loans in order 

to strengthen the country’s strategically relevant 

industries. 

Restructuring supply chains 

The globalisation of economic cycles has led to com-

panies relocating numerous stages of production to 

faraway countries. As a result, global value and 

supply chains have expanded significantly. Today, 

around 80 percent of global trade is based on such 

chains, providing for the livelihood of more than 

450 million people.46 No later than since 2020 and 

the outbreak of the Covid-19 pandemic, this close 

international interdependence has been increasingly 

perceived as a risk; and there is now an acute aware-

ness of the high susceptibility of the globalised eco-

nomic system to disruption. Thus, cost efficiency is no 

longer the only guiding principle of entrepreneurial 

activity and economic policy strategies. Factors such 

 

45 Industrial policy comprises economic policy measures 

aimed at changing the structure of economic activities. On 

the concept of industrial policy and its topicality, see Holger 

Görg, “Comeback der Industriepolitik?” [Comeback of Indus-

trial Policy?] Aus Politik und Zeitgeschichte, no. 4–5 (2024), 4–9. 

46 See Federal Ministry for Economic Cooperation and 

Development (BMZ), “Lieferketten” [Supply chains] (online), 

https://www.bmz.de/themen/lieferketten (accessed 8 October 

2023). 

as security, resilience and strategic autonomy are 

becoming markedly more important. And when busi-

ness partners are being selected, it is political and 

normative criteria – such as reliability, stability and 

value-orientation – that are increasingly taken into 

account, alongside economic criteria. 

Today’s extensive trade linkages have created de-

pendencies that pose a security risk for the West – 

including the EU and Germany. As a result, there is 

now more focus on the diversification of supply chains, 

not least with regard to China. Accordingly, in Ger-

many’s National Security Strategy, China is described 

as a “partner, competitor and systemic rival”.47 Major 

events such as the trade dispute with China, the Covid 

pandemic and Russia’s war of aggression against 

Ukraine have not only exposed the vulnerability of 

global supply chains; they have also raised questions 

about the supply of critical raw materials and energy 

dependency. Until recently, Russia was an important 

supplier of raw materials such as nickel, titanium and 

aluminium, all of which are central to Germany’s 

energy transition. For this reason, Germany and the 

EU have increasingly taken measures over the past 

few years to reduce their dependence on Russia.48 

Among the top priorities of Germany and Europe 

are the reorganisation of supply chains and the secu-

rity of supply for raw materials. The German govern-

 

47 Federal Foreign Office, ed., Integrierte Sicherheit für 

Deutschland. Nationale Sicherheitsstrategie [Integrated Security for 

Germany. National Security Strategy] (Berlin, June 2023). The 

designation of China as “partner, competitor and systemic 

rival” is seen as in need of “updating”, while the strategy 

itself is criticised as “more of a strategy on Germany” and as 

lacking an overarching and long-term goal for German-Chi-

nese relations. See Nadine Godehardt, The Logic of Germany’s 

China Policy in the Zeitenwende, SWP Research Paper 16/2024 

(Berlin: Stiftung Wissenschaft und Politik, October 2024). 

48 Melanie Müller, Inga Carry and Victoria Reisch, “Putin 

und das deutsche Windrad” [Putin and the German Wind 

Turbine], Der Freitag, 5 April 2022. 
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ment has resolved to expand existing partnerships in 

order to “build sustainable value and supply chains”, 

to “provide the necessary transport infrastructure 

for functioning supply chains” and to “make these 

[supply chains] more resilient in cooperation with the 

countries concerned”.49 With its industrial strategy – 

the EGD – the EU is pursuing not only the digitisa-

tion and decarbonisation of business locations but 

also the goal of strengthening of economic resilience 

through the reduction of dependence on imports of 

critical raw materials.50 

In addition to disruptions in supply chains, rising 

freight costs51 are frequently cited as a reason for 

reorganising existing supply chains. In Germany’s 

automotive, pharmaceutical and aerospace sectors, 

the focus is on resilience and the reduction of de-

pendencies on other countries,52 not least China and 

other authoritarian states. Companies in the chemi-

cal, information technology and automotive branches 

are endeavouring to relocate part of their production 

and investment away from China. This is where 

Turkey sees nearshoring opportunities for its indus-

trial sector – something that is also in Germany’s 

interest. 

In industrial policy, there are clear 
overlaps between Europe, 

Germany and Turkey. 

Participation in global value chains is crucial for 

sustainable economic growth in Turkey. The Turkish 

government is pursuing an active industrial, trade, 

location and supply chain policy in order to benefit 

from the reorganisation of value and supply chains. 

 

49 Federal Foreign Office, ed., Integrierte Sicherheit [Inte-

grated Security] (see note 47). 

50 Meike Schulze, Security of Supply in Times of Geo-economic 

Fragmentation. Enhancing the External Dimension of the EU’s Raw 

Materials Policy, SWP Comment 15/2024 (Berlin: Stiftung 

Wissenschaft und Politik, April 2024). 

51 See “Understanding the Rise of Shipping Costs in 2024”, 

TEC (Blog), 31 May 2024, https://tinyurl.com/42juehtu 

(accessed 27 October 2024); and Frederike Berg, “Trends in 

Transport and Logistics Prices in 2024”, Scafom-rux, 6 Sep-

tember 2024, https://tinyurl.com/9thdsxt7 (accessed 27 Octo-

ber 2024). 

52 See, for example, Inga Carry and Mike Schulze, “Resi-

lienz in transnationalen Lieferketten – Diversifizieren und 

Nachhaltigkeit stärken” [Resilience in Transnational Supply 

Chains – Diversifying and Strengthening Sustainability], 

Plus, 6 March 2023. [The page can no longer be accessed.] 

The advantages offered by Turkey as a business loca-

tion – such as infrastructure, an innovative indus-

trial base and a variety of logistical options for trade 

with Europe – have helped form the country’s new 

industrial policy self-image. 

It is important to point out that there are clear 

overlaps between European, German and Turkish 

industrial policy,53 mainly in the areas of promoting 

sustainable technologies and reducing CO2 emissions. 

Other overlaps can be identified in the integration 

of digital technologies into industry and the securing 

of market access for raw materials and primary prod-

ucts. Against this background, the German govern-

ment and German companies are stepping up the 

search for partners to secure supply chains, while 

Turkey, for its part, sees opportunities for industry in 

its own country. 

Goals of Turkish industrial policy 

The long-term goal of Turkey’s industrial policy is the 

transition to a sustainable high-tech and services 

economy that is carbon-free. Both the Turkish govern-

ment and Turkish companies are working to fulfil the 

requirements of the EGD and supply chain govern-

ance while driving forward the green energy transi-

tion. Although the decarbonisation strategies of 

Turkey and Germany are not fully aligned, there are 

many common goals. Turkey’s industrial policy pri-

oritises economic stability, the promotion of innova-

tion in key technologies and industries of the future 

(e.g., automotive, defence and energy) and the ad-

vancement of manufacturing and exports to strength-

en competitiveness. A main concern here is the stabi-

lisation of the macroeconomic base. 

In this context, three separate sets of measures can 

be identified. First, Turkey has been pursuing a re-

 

53 See European Commission, “European Industrial 

Strategy”, https://tinyurl.com/2p9ps3pp (accessed 21 January 

2025); German Bundestag, Antwort der Bundesregierung auf die 

Kleine Anfrage der Abgeordneten Reinhard Houben, Michael Theurer, 

Grigorios Aggelidis, weiterer Abgeordneter und der Fraktion der 

FDP – Drucksache 19/8218 –. Nationale Industriestrategie 2030 

[Response of the Federal Government to the brief query of 

the parliamentary deputies Reinhard Houben, Michael 

Theurer, Grigorios Aggelidis, other parliamentary deputies 

and the FDP parliamentary group – Document 19/8218 –. 

National Industrial Strategy 2030], Drucksache 19/8917 

(Berlin, 29 March 2019), https://tinyurl.com/4hbbpvxm, 

(accessed 24 January 2025). 

https://tinyurl.com/42juehtu
https://tinyurl.com/9thdsxt7
https://tinyurl.com/2p9ps3pp
https://tinyurl.com/4hbbpvxm
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strictive monetary and fiscal policy since June 2023 in 

a bid to curb inflation and currency depreciation. 

Under former Central Bank Governor Hafize Gaye 

Erkan and her successor, Yaşar Fatih Karahan, key 

interest rates have been gradually raised, while 

Finance Minister Mehmet Şimşek initiated the return 

to an orthodox economic policy. That policy includes 

prioritising monetary stability, limiting exchange rate 

interventions and abolishing currency-protected 

savings deposits. However, there has been only limit-

ed success so far: inflation remains high and the 

sustained confidence of international investors has 

not been regained.54 Second, Turkey is focusing on 

import substitution, export promotion and structural 

adjustments. Third, it plans to improve the general 

conditions for companies and promote research and 

development (R&D) through subsidies. 

The long-term goal of Turkey’s industrial policy is 

that the country plays a role in what has been dubbed 

the “Fifth Industrial Revolution”. Industry 5.0 stands 

for a new way of production based on technologies 

such as artificial intelligence (AI), the 5G mobile 

communications standard, voice control systems and 

digital reality, which paves the way for developments 

such as autonomous vehicles and smart homes and 

cities. In Turkey, the National Technology Movement 

and the Industry and Technology Strategy 2023 pro-

vide guidance for a progressive technology policy in 

the context of the Fifth Industrial Revolution.55 More-

over, an Industry 5.0 centre has been established to 

promote technological development in Turkey. There 

are also plans to intensify cooperation between the 

public and private sectors to develop and advance 

technological innovations. Experimental workshops 

have been set up in 30 provinces so that these plans 

can be implemented in various regions of the country. 

Also important is the need to prepare the 68,000 or 

so factories in Turkey for industrial modernisation in 

the short, medium and long term. In this context, the 

restructuring of the 353 organised industrial zones 

appears promising. The technological renewal and 

redesign of production facilities, industrial parks and 

 

54 See M. Murat Kubilay, The Weight of Past Mistakes and the 

Post-election Push for Economic Normalization (Washington, D.C.: 

MEI, 9 July 2024); and Yaşar Aydın, Ankara’s Economic Policy 

Dilemma. Europe’s Options for Economic and Security Cooperation 

with Turkey, SWP Comment 2/2024 (Berlin: Stiftung Wissen-

schaft und Politik, July 2023). 

55 Deniz İstikbal, “The Fifth Industrial Revolution and 

Turkey” (in Turkish), SETA-Analiz, 7 May 2022, 

https://tinyurl.com/3w7rz2wd (accessed 20 November 2024).  

urban areas will play a central role, especially for 

technical colleges and universities as centres of knowl-

edge and innovation. And it will create opportunities 

for German and European companies to cooperate 

and sell their products. Forecasts by the IMF and the 

auditing firm PricewaterhouseCoopers for the years 

2030 and 2050 suggest that in future, Turkish indus-

try will account for a much larger share of global 

production than it does today.56 

In its medium-term economic programme for the 

period 2024–26, Turkey is focusing on technology-

intensive production with high added value. Other 

goals include increasing industrial investment, reduc-

ing import dependency and promoting technology 

partnerships. At the same time, the green and digital 

transformation is to be advanced, domestic produc-

tion capacities expanded and R&D supported as part 

of the effort to ensure sustainable growth. Moreover, 

the programme aims to promote high-quality and 

large-scale investments and increase export capacities 

in order to strengthen Turkey’s global competitive-

ness. Finally, the strategic objectives also include 

improving the investment climate and facilitating 

access to finance for industry. 

Goals of Turkish energy policy 

In its energy policy, the Turkish government is in-

creasingly pursuing new approaches. The goal is to 

establish itself as a reliable energy partner for Europe; 

and to this end, it is making targeted investments in 

clean energy technologies. The gradual move away 

from fossil fuels not only has economic benefits but 

also strengthens the country’s rapprochement with 

Europe in the area of energy policy; however, estab-

lishing a sustainable energy partnership with Europe 

presents formidable challenges for Ankara. Turkey’s 

high dependence on gas imports from Russia, Iran 

and Azerbaijan pushes up the current account deficit 

and makes the country vulnerable to external shocks 

and price fluctuations on the energy markets. Overall, 

Turkey’s energy policy is shaped by both domestic- 

and foreign-policy considerations and is increasingly 

reactive to geopolitical dynamics. From a foreign-

policy perspective, Ankara is focusing on three main 

goals: meeting the growing demand for energy, 

 

56 Ibid. 

https://tinyurl.com/3w7rz2wd
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diversifying energy sources and reducing CO2 

emissions.57 

In its bid for greater energy 
sovereignty, Turkey is expanding 

wind and solar energy and investing 
in nuclear and coal power. 

For decades now, Turkish governments have been 

seeking to diversify the country’s energy portfolio 

in order to secure affordable and reliable energy sup-

plies. Among other things, Ankara has invested 

heavily in locally produced energy, including the 

development of natural gas fields in the Black Sea. It 

also wants to establish itself as a natural gas hub 

between producer and consumer countries – a 

project that is geostrategically plausible but could 

clash with the international decarbonisation agenda 

over the long term.58 The drive to diversify energy 

sources is also evident from investments not only in 

locally generated energy sources such as wind and 

solar energy but also in the expansion of nuclear and 

coal-fired power plants. The latter, however, are 

clearly at odds with the aforementioned decarbonisa-

tion agenda as they cause high CO2 emissions and 

delay the transition to a low-carbon energy system.59 

Turkey’s foreign-policy strategy of diversification has 

led to numerous international partnerships: the 

country maintains close relations with Western 

buyers of its energy exports as well as with major 

energy suppliers such as Russia and other energy 

providers such as Azerbaijan, Iran and Iraq. 

In the current political discussion, a less trans-

actional relationship between the EU and Turkey is 

being sought. For its part, the EU has identified the 

energy sector as a potential area for closer coopera-

tion. To date, EU-Turkish energy cooperation has 

 

57 Francesco Siccardi, Understanding the Energy Drivers of 

Turkey’s Foreign Policy (Brussels: Carnegie Europe, February 

2024), https://tinyurl.com/59j3vcey (accessed 26 January 

2025). 

58 See Ministry of Foreign Affairs of the Republic of 

Türkiye (formerly Republic of Turkey), “Türkiye’s Inter-

national Energy Strategy” (online), https://www.mfa.gov.tr/ 

turkeys-energy-strategy.en.mfa (accessed 28 October 2024); 

Siccardi, Understanding the Energy Drivers (see note 57); and 

Kerem Topuz, The Missing Piece in the Turkey’s Gas Hub Ambitions 

(Istanbul: Istanbul International Center for Energy and 

Climate [IICEC] and MNCM Consulting, June 2019), 

https://tinyurl.com/mvwh4avc (accessed 28 October 2024). 

59 Siccardi, Understanding the Energy Drivers (see note 57). 

focused primarily on natural gas trading. With in-

creased EU demand for natural gas and the discon-

tinuation of the Russian gas trade, Turkey is a poten-

tial alternative source of the fossil fuel. Since 2020, 

the country has contributed to Europe’s energy 

supply security through the Southern Gas Corridor. 

The backbone of this project is formed by the Trans-

Anatolian Gas Pipeline (TANAP) and the TurkStream 

natural gas pipeline, which have a combined capacity 

of 31.5 billion cubic metres. (Natural gas reaches 

Turkey via the first pipeline and European countries 

are supplied via the second.) Moreover, the Turkish 

Straits are important for global energy security, as 

around 3 per cent of the world’s oil demand is trans-

ported via this route.60 

In the medium to long term, the natural gas trade 

is expected to become less relevant – a development 

that would be compatible with the goals of the EGD 

and the international decarbonisation agenda. Low-

carbon energy sources and carbon-free electricity could 

be the mainstay of future energy relations between 

Turkey, the EU and Germany. Going forward, the 

energy partnership between Germany and Turkey will 

gain in importance. However, this does not mean that 

the current political obstacles will have been removed. 

Energy transition and decarbonisation 

The EU directives on green foreign direct investment 

are contributing to the decarbonisation of the Turkish 

economy in two ways: by encouraging investment in 

renewable energy and by bringing Turkey into line 

with European green investment standards. Since 

more than 40 per cent of Turkish exports are bound 

for the EU, both the EGD regulations and guidelines 

are expected to have a transformative effect on Turkey’s 

industry. In addition to investing in clean energy, 

emission-intensive sectors such as construction, heavy 

chemicals and textiles will have to green their produc-

tion and logistical operations if they want to maintain 

or expand their trade relations with EU countries.61 

 

60 Ministry of Foreign Affairs of the Republic of Türkiye” 

(formerly Republic of Turkey), “Türkiye’s International 

Energy Strategy” (see note 58). For a more recent overview of 

gas supplies to Europe via Turkey and the country's role as a 

gas hub, see Josephine Bollinger-Kanne, “Türkei bietet Gas 

aus dem Osten” [Turkey Offers Gas from the East], VDI 

Nachrichten, 7 February 2025. 

61 Unlocking Green Finance in Turkey (Washington, D.C.: 

World Bank, 2022), https://openknowledge.worldbank.org/ 

handle/10986/40248 (accessed 18 June 2025). 

https://tinyurl.com/59j3vcey
https://www.mfa.gov.tr/%20turkeys-energy-strategy.en.mfa
https://www.mfa.gov.tr/%20turkeys-energy-strategy.en.mfa
https://tinyurl.com/mvwh4avc
https://openknowledge.worldbank.org/%20handle/10986/40248
https://openknowledge.worldbank.org/%20handle/10986/40248
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There are four Turkish programmes that are par-

ticularly relevant for the harmonisation of the coun-

try’s legislation with that of the EU: 

∎ The medium-term economic programme for the 

period 2025–27 focuses on reforms in the public 

finances, combating informality (the shadow 

economy), promoting research, development and 

innovation, pushing ahead with the transition to a 

green and digital economy and improving the 

business and investment climate. Among other 

things, the financial reform aims at increasing the 

efficiency of public spending, enforcing budgetary 

discipline and reducing the public debt in order to 

achieve long-term economic stability.62 

∎ The Turkish government’s action plan on the EGD, 

published at the end of 2021, has enabled the 

country to adapt to international climate-protec-

tion policies. The plan also aims to promote Tur-

key’s integration into global supply chains and 

attract green investments.63 

∎ Until now, Turkey’s climate targets have been 

criticised as weak and non-binding. But the 

planned introduction from 2026 of an emissions 

trading system (ETS) in Turkey promises a turn-

around. Ankara has transferred responsibility for 

climate protection to the Ministry of the Environ-

ment and set up its own climate department. The 

ETS project is supported by the World Bank.64 

∎ Turkey aims to replace its gas imports with domes-

tic renewable energies. The National Energy Plan 

for Renewable Energies,65 together with the Hydro-

gen Strategy, provides an initial insight into how 

this might be achieved. The goal is to increasingly 

meet energy demand from domestic sources and 

reduce dependence on gas and coal. The govern-

ment is focusing on hydropower and wind power, 

 

62 Cumhurbaşkanlığı Strateji ve Bütçe Başkanlığı [Presi-

dential Office for Strategy and Budget], “Medium-term 

Programme (2024–2026)” (in Turkish) (Ankara, 2023), 

https://tinyurl.com/mr3sf5zn (accessed 18 June 2025). 

63 T.C. Ticaret Bakanlığı [Ministry of Trade of the Republic 

of Turkey], “Green Deal Action Plan 2021” (in Turkish), 

https://tinyurl.com/4y7c2xf8 (accessed 18 June 2025). 

64 Ahmet Atıl Aşıcı, “A Preliminary Analysis of the Turkish 

Emissions Trading System” (Turkish) (Istanbul: IPC, February 

2024), https://tinyurl.com/5jxen9rt (accessed 18 June 2025). 

65 Enerji ve Tabii Kaynaklar Bakanlığı [Republic of Türkiye, 

Ministry of Energy and Natural Resources], “National Action 

Plan for Energy Efficiency” (in Turkish) (Ankara, 24 Decem-

ber 2024), https://tinyurl.com/2kpwyukp (accessed 18 June 

2025). 

the expansion of nuclear power and the further 

exploration of oil and gas fields. 

The energy transition in Turkey is being driven 

mainly by investments in renewable energies and de-

centralised energy systems, with sustained economic 

growth and rising demand for energy as supporting 

factors.66 But despite the progress already made, the 

measures taken so far have had only a limited impact: 

greenhouse gas emissions have risen by around 

157 per cent over the past three decades. This is due 

primarily to the expansion of the energy, industry 

and transport sectors as well as climate-related factors 

such as drought and high temperatures. Turkey’s 

electricity generation is still based largely on fossil 

fuels: in 2022, the combined share of coal and natural 

gas was some 58 per cent (35 per cent and 23 per cent, 

respectively) while the share of renewable energies 

was around 38 per cent. 

In general, Turkish entrepreneurs and experts are 

positive about the planned expansion of nuclear 

power as a contributing factor to decarbonisation. 

However, the withdrawal from fossil fuels has been 

slow so far. All in all, these developments show that 

while the transformation towards a sustainable en-

ergy system is under way, the structural dependence 

on fossil fuels remains a key challenge for Turkey’s 

energy and climate policy.67 

Another point of criticism is the lack of clarity over 

the roadmap for the net-zero emissions target. Inves-

tors often demand a concrete plan. In particular, the 

transport sector, which is responsible for a large pro-

portion of CO2 emissions, has come under scrutiny. 

Experts argue that more transport should take place 

by rail.  

Meanwhile, the Energy Plan 2035 is generally 

regarded as positive by experts and economic actors 

alike, even if some have expressed doubts about its 

feasibility and financing. For their part, company 

representatives regard the hydrogen targets and 

decarbonisation plans through electrification and 

hydrogen use as not yet sufficiently concrete.  

 

66 See Katrin Pasvantis, “Türkei – Auf dem Weg zu Netto-

Null” [Turkey – On the Way to Net Zero], Germany Trade and 

Invest, 4 September 2023. 

67 Fatin Durukan, “Türkiye’s Perspective on the EU Green 

Deal”, in The EU Green Deal External Impacts. Views from China, 

India, South Africa, Türkiye and the United States, ed. Marc-

Antoine Eyl-Mazzega and Diana-Paula Gherasim, IFRI-Studies 

(Paris: Institut français des relations internationales [IFRI], 

2024), 39–46 (39). 
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In accordance with the 2022 amendment of Arti-

cle 88 of the Turkish Commercial Code, the Public 

Supervision, Accounting and Auditing Standards 

Authority was tasked with drawing up standards for 

sustainability reporting. On 1 January 2024, the legal 

obligation to report on sustainability was introduced. 

This applies to companies that have a balance-sheet 

total of more than 500 million Turkish lira, an annual 

net turnover of more than 1 billion Turkish lira or 

more than 250 employees. There are no thresholds 

for banks, all of which are obliged to report. The 

provision of climate and sustainability information 

must be oriented towards the period of annual 

financial reporting and the company’s future finan-

cial adequacy. In addition, general framework con-

ditions, such as sustainability practices, objectives 

and implementation strategies, must be taken into 

account, along with climate- and environment-related 

disclosures and financial data related to sustainability 

and its impact. Finally, the management and control 

system needs to be reviewed, particularly with regard 

to the management of sustainability processes and 

the quality of reporting.68  

According to Turkey’s hydrogen strategy, the share 

of that gas in the energy mix is to be increased by 

2053 so that the net zero emissions target can be met 

by then. Within the same time frame, the production 

costs for green hydrogen are to be significantly re-

duced.69 

Meanwhile, Turkey has already enacted legislation 

and regulations on climate change, including the 

Renewable Energy Law (No. 5346) and the Green Deal 

Action Plan. In November 2022, amendments to the 

renewable energy regulations on energy storage went 

into force. Act No. 5627 of 2007 forms the basis for 

measures in the area of energy efficiency. 

European Green Deal and CBAM: 
Blessing or curse? 

Through the EGD, the EU wants to play a pioneering 

role in climate protection worldwide – an ambition 

 

68 See “Turkish Sustainability Reporting Standards”, 

Climate Change Laws of the World, 2023, https://climate-

laws.org/document/turkish-sustainability-reporting-

standards_d934 (accessed 18 June 2025). 

69 See Turkish Ministry of Energy and Natural Resources, 

“Strategy and Roadmap for Hydrogen Technology in Turkey” 

(in Turkish), https://tinyurl.com/mrxrn25h (accessed 18 June 

2025). 

that has a material impact on its trading partners. 

Adopted by the European Commission in 2020, the 

EGD aims for a 55 per cent reduction in greenhouse 

gas emissions by 2030 and the establishment of 

climate neutrality by 2050. Earlier, the Paris Climate 

Agreement, which was signed by 195 countries, 

stipulated that climate change is to be mitigated 

through targeted measures and the global economy 

reorganised in a climate-friendly way. The agreement 

identifies three main goals: limiting the rise in the 

global average temperature, reducing emissions and 

adapting to climate change while channelling finan-

cial resources in line with climate protection goals. 

The goal of curbing climate change by 2050 in-

volves limiting global warming to a maximum of 1.5 

or 2.0 degrees Celsius compared with pre-industrial 

times. In order to achieve that goal, a balance needs 

to be established between emissions of climate-

damaging gases and the amount of carbon removed 

from the atmosphere in carbon sinks. This means the 

global economy must be decarbonised quickly and 

consistently over the next quarter of a century. At the 

27th UN Conference of the Parties (COP27) in Egypt in 

2022, Turkey tightened its emissions reduction target 

for 2030 from 21 per cent to 41 per cent compared 

with a business-as-usual scenario – which, in effect, 

still means an emissions increase of around 34 per 

cent compared with 2020. Specifically, emissions in 

Turkey are expected to rise from 523.9 million tonnes 

of CO2e (in 2020) to 700 million tonnes in 2030. 

Ankara does not expect emissions to peak until 2038.70 

Under the EGD, Turkish companies 
must harmonise their standards 

with European ones. 

This transformation presents an enormous chal-

lenge for Turkish industry and its integration into 

German supply chains. Ankara is aiming for climate 

neutrality by 2053. However, many Turkish export 

products in German supply chains – not least in 

sectors such as cement and iron and steel – have a 

large carbon footprint. It is essential that companies 

 

70 Turkish Ministry of Environment, Urbanisation and 

Climate Change, “Nationally Determined Contribution” 

(online), https://tinyurl.com/3mwsxnzf; Lukas Knigge, 

“Turkey’s new NDC: 34 Percent More Emissions”, Table 

Briefings, 21 November 2022, https://tinyurl.com/nhch9crh 

(accessed 14 April 2025); and BMZ, “Nationale Klimabeiträge” 

[National climate contributions] (online), https://tinyurl.com/ 

4f4sb6zy (accessed 12 February 2025). 
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producing these goods significantly reduce their 

carbon footprint in order to remain competitive. The 

decarbonisation of the economy requires major 

adjustments in the Turkish export industry – an 

undertaking that will pose both risks and opportuni-

ties. Companies with international ties will play a 

pioneering role in green technologies. 

The need to adapt to European environmental and 

climate-protection standards and supply chain due-

diligence requirements is acknowledged in Turkish 

business and political circles. In this context, a high-

ranking Turkish diplomat emphasised the strategic 

importance of deeper economic integration with the 

EU, particularly through the modernisation of the 

customs union and the resumption of accession nego-

tiations. The EU can play a dual role here: as an 

external “disciplining agent” and as a transformative 

force that initiates institutional reforms in Turkey. 

In the diplomat's view, compliance with the Copen-

hagen criteria is hardly possible without external 

support. For Turkey, the EGD is not only an environ-

mental challenge but also a structural one. Turkish 

companies feel increasingly obliged to harmonise 

their production and supply chain standards with 

European ones. The same diplomat warns of the nega-

tive consequences of economic exclusion: if Turkey 

were to be excluded from the EU’s €800 billion eco-

nomic stimulus programme NextGenerationEU – 

which aims to promote climate-neutral and sustain-

able economic structures – it would suffer serious 

structural disadvantages. 

In June 2023, Orhan Turan, the president of the 

Turkish Business Association TÜSİAD, stressed the 

importance of close cooperation between Turkey and 

the EU in the effort to achieve net zero targets. In 

view of the growing geopolitical and geoeconomic 

uncertainties, he called for a joint roadmap to estab-

lish a stable, resilient and sustainable international 

order. He emphasised the need to modernise the 

customs union71 and the crucial importance of the 

rule of law and democracy for the deepening of 

bilateral relations. 72 TÜSİAD Vice-President Ozan 

Diren spoke out in favour of reviving the integration 

partnership and modernising the customs union. 

And in interviews conducted for this research paper, 

TÜSİAD representatives Dilek Aydın (Brussels office) 

and Alper Üçok (Berlin office) emphasised the impor-

tance of a strategic reorientation of relations between 

Ankara and Brussels; above all, they pointed to the 

need to resume political talks and, like Turan and 

Diren, called for modernising and expanding the cus-

toms union. As for the EGD, experts and economic 

actors recognise that its requirements with regard to 

standards could affect the competitiveness of Turkish 

 

71 “Warning from TÜSİAD: No Time Must Be Lost in 

Modernising the Customs Union” (in Turkish), Ekonomi 

Gazetesi, 2 December 2024, https://tinyurl.com/524s5bdp 

(accessed 2 December 2024).  

72 “Turan: Reviving Relations Contributes to Europe’s 

Strategic Autonomy” (in Turkish), Ekonomim, 2 June 2023, 

https://tinyurl.com/3rp7zkmu (accessed 2 December 2024).  

Table 

The European Green Deal and the EU legal framework conditions for climate protection 

 Applicable as of Content Possible consequences for Turkey 

Carbon Border Adjust-

ment Mechanism  

(CBAM) 

1.10.2023 Obliges companies that 

export emission-intensive 

goods to the EU to purchase 

CBAM emission certificates. 

The difference between the 

CO2 price in the country of 

origin and the price of the EU 

certificates must be offset. 

Industries – such as aluminium, 

iron and steel – that fall under the 

CBAM regulation will be forced to 

reduce their CO2 emissions and 

undergo a green transformation. 

Regulation on 

Deforestation-free 

Products 

30.12.2024 Stipulates that only 

deforestation-free raw 

materials and products can 

be marketed and supplied in 

the EU or exported from it. 

Turkey exports timber, forestry and 

paper products to the EU and 

Germany. 

 

https://tinyurl.com/524s5bdp
https://tinyurl.com/3rp7zkmu
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industry in the short term. However, in the long term, 

the EGD is seen as a catalyst for comprehensive eco-

nomic transformation and sustainable development. 

The EGD has been fleshed out with a series of laws 

and guidelines that form the regulatory framework 

of the deal. Within that framework, German compa-

nies are obliged to systematically review the environ-

mental and sustainability practices of their Turkish 

trading partners and suppliers.73 

Carbon Border Adjustment Mechanism 

The Carbon Border Adjustment Mechanism (CBAM) 

is part of the EU’s “Fit for 55” package.74 It obliges 

companies that import emission-intensive goods into 

the EU to purchase CBAM emission allowances, 

which offset the difference between the CO2 price in 

the country of origin and that in the EU emissions 

trading system. The mechanism, which affects a wide 

range of industrial and commercial companies, is 

being gradually introduced as of October 2023 so that 

enterprises within and outside the EU can be brought 

into line with the emissions reporting obligations 

and calculation methods of the EU ETS. In this initial 

stage, the mechanism covers electricity, cement, 

iron and steel, aluminium, fertilisers and hydrogen – 

all sectors with particularly CO2-intensive production 

processes, which pose a high risk of carbon leakage. 

Turkey will be severely affected by this EU policy. As 

mentioned above, more than 40 per cent of its exports 

go to the EU, especially energy-intensive goods such 

as aluminium and iron and steel, which are subject to 

the CBAM regulation. According to modelling, if the 

CBAM is applied to Turkish exports at a carbon price 

of €150, the growth rate of the Turkish economy 

would decrease by 0.04 per cent until 2032, while it 

would be boosted by 1 per cent at a carbon price of 

€50.75 This means that energy-intensive sectors of the 

Turkish economy will be the first to have to push 

ahead with CO2 savings and a green transition.76 

 

73 Ibid.; and Leveraging Global Value Chains for Growth in 

Turkey (see note 41), 31. 

74 The mechanism introduces a carbon price on imports 

into the EU with the aim of creating a level playing field 

between European and non-European manufacturers. 

75 Republic of Türkiye, Ministry of Environment, Urbani-

sation and Climate Change et al., “Potential Impact of the 

Carbon Border Adjustment Mechanism on the Turkish 

Economy” (Ankara, March 2023), https://tinyurl.com/2uhszeec 

(accessed 18 June 2025). 

76 See Dimitris Tsarouhas, Turkey’s ‘Green’ Transformation 

Turkish steel exports are particularly affected by 

the introduction of the CBAM, as around one third 

are bound for EU countries. In 2023, Turkey exported 

steel, iron and other metal products worth US$2.82 

billion to Germany. Because Turkish exporters of such 

products will have to reduce their CO2 emissions in 

order to remain competitive, there will be new busi-

ness opportunities for German suppliers of emission-

reduction solutions – for example, through the use 

of new technologies or production processes. Further-

more, alternative materials could contribute to de-

carbonisation by reducing the use of energy-intensive 

metals. The next stage of phasing in the CBAM could 

have an impact on other Turkish industries, such as 

the automotive and supplier industry (exports to 

Germany worth US$1.63 billion in 2023), mechanical 

engineering (exports to Germany worth US$4.5 billion 

in 2023) and the construction industry.77 

Economic policy and regional challenges 

Combined with the political and economic instability 

in Turkey, regional events such as Russia’s war of 

aggression against Ukraine, the conflict in the Middle 

East, regime change in Syria and the growing con-

frontation between Israel and Iran pose enormous 

challenges for German-Turkish trade and supply 

chain integration.  

Cooperation with Russia and China 
is fuelling speculation about Turkey’s 

geopolitical orientation. 

The drastic devaluation of the Turkish lira and 

persistently high inflation make day-to-day business 

difficult for German companies and their Turkish 

partners. Rapidly changing prices of goods and ser-

vices are risk factors that require the constant adjust-

ment of business strategies – for example, hiking 

wages to keep pace with inflation – in order to 

ensure business resilience.78 Moreover, controversies 

 

and the CBAM: Challenges and Opportunities, Policy Paper no. 

165/2024 (Athens: Hellenic Foundation for European & 

Foreign Policy [ELIAMEP], July 2024). 

77 OEC, “OEC World, Germany/Turkey” (see note 28). 

78 Yaşar Aydın and Jens Bastian, Dynamiken der deutsch-

türkischen Wirtschaftskooperation. Resilienz und Perspektiven 

unternehmerischen Handelns [Dynamics of German-Turkish 

economic cooperation. Resilience and perspectives for entre-

preneurial action], SWP-Aktuell 64/2023 (Berlin: Stiftung 

https://tinyurl.com/2uhszeec
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over Turkey’s geopolitical orientation weigh on the 

investment climate. German companies operating 

in Turkey note that speculation about Ankara turning 

away from the EU has triggered uncertainty and is 

having a negative impact on their investment deci-

sions.79 

The current speculation about Turkey’s geopoliti-

cal realignment is being fuelled by the country’s rap-

prochement with Russia and China. Turkey is depend-

ent on Russian natural gas while the construction 

of Turkey’s first nuclear power plant in cooperation 

with the Russian state-owned company Rosatom is 

creating a new structural dependency on Moscow. At 

the same time, China is gaining economic influence: 

Turkey is dependent on cheap imports from China 

and the plans of Chinese electric car and battery manu-

facturer BYD to build an automobile plant on Turkish 

soil by the end of 2026 could lead to the growing 

dependence of Turkish industry on China. Neverthe-

less, Europe – as a sales market and source of invest-

ment – remains a central pillar of Turkey’s macro-

economic stabilisation. 

Modernising the customs union could help clarify 

Turkey’s geopolitical and security policy orientation 

and send an important signal to German companies. 

Potential investors would be encouraged to become 

involved in Turkey and new impetus would be given 

to existing trade relations and cooperation. Expand-

ing the customs union to cover agricultural products 

and services – including e-commerce – would 

generate additional trading profits, increase economic 

prosperity and create diverse opportunities for 

German and Turkish companies to cooperate.80 In 

Germany, there is currently reluctance to modernise 

the customs union, not least owing to the Turkish 

government's latest moves against the opposition. 

 

Wissenschaft und Politik, December 2023). Interviews by 

the author with actors from the business sector. 

79 German Chamber of Commerce and Industry (DIHK)/ 

German Chambers of Commerce Abroad (AHK), AHK World 

Business Outlook Herbst 2023 (Berlin, November 2023). 

80 The most recent systematic study on this topic, pub-

lished in 2017, concluded that expanding the customs union 

to include unprocessed agricultural goods and services could 

generate significant welfare gains for the Turkish economy. 

According to its findings, GDP could increase by 1.84 per 

cent, and exports to the EU by nearly 70 per cent. A new 

assessment is needed. Federation of German Industries (BDI), 

Modernisierung der Zollunion EU-Türkei [Modernisation of the 

EU-Turkey Customs Union] (Berlin, January 2017), 

https://tinyurl.com/mttwp2ry (accessed 2 December 2024). 

Although Turkey is recognised as an “important trade 

and economic partner”, it is accused of not fully 

enforcing the customs union regulations. As long as 

this is the case, further steps to modernise the cus-

toms union appear to make little sense, according to 

a German government representative. Ankara’s 

persistent refusal to implement the customs union 

regulations with regard to Cyprus is seen as the 

biggest obstacle. From the perspective of many Ger-

man economic players, there is no “urgent need” 

for an extended free-trade agreement with Turkey 

right now.81 

The legal and planning uncertainty, 
together with restricted market 

access, is slowing down investment. 

Jürgen Schulz, the German ambassador to Ankara 

from 2020 to 2024, explained in a 2024 interview 

with the Turkish business newspaper Ekonomim that 

German companies in Turkey are largely satisfied 

with the current situation but newcomers are hesi-

tant to make investment decisions. The main reasons 

cited were the unattractive investment conditions – 

above all, the lack of legal, planning and financing 

security. German entrepreneurs in Turkey also note 

barriers to trade and investment.82 

In late 2024, TÜSİAD President Turan emphasised 

the shortcomings of the Turkish legal system and 

highlighted the need – including with regard to the 

economy – for the rule of law to remain intact and 

for an effective judicial system and a functioning 

democracy. He also noted that in order to keep pace 

with change, it is essential to guarantee legal certain-

ty, abide by market economy principles and strength-

en the independence of institutions.83 Scepticism 

among German economic actors towards Turkey is 

prompting companies to seek new suppliers, for 

example, in Bulgaria or Romania.84 Further challeng-

 

81 Interview in November 2023 with a representative from 

the German Ministry for Economic Affairs and Climate 

Action. 

82 “German Ambassador: Some Companies Are Hesitant to 

Invest in Turkey” (in Turkish), Ekonomim, 10 February 2024, 

https://tinyurl.com/4ad59j6w (accessed 13 March 2024). 

83 Merve Yiğitcan, “TÜSİAD President Orhan Turan: With-

out the Rule of Law, Success Cannot Be Lasting” (in Turkish), 

Ekonomim, 29 November 2024, https://tinyurl.com/bsmb2wkn 

(accessed 2 December 2024). 

84 Amir Alizadeh, “Bulgarien – der Nearshoring-Hotspot?” 

[Bulgaria – the Nearshoring Hotspot?] (online), IHK Region 

https://tinyurl.com/mttwp2ry
https://tinyurl.com/4ad59j6w
https://tinyurl.com/bsmb2wkn
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es arise from the EGD and CBAM as well as from 

European and German supply chain governance, 

which is discussed below. 

To sum up, it is evident that there are numerous 

overlaps between the industrial policies of the EU, 

Germany and Turkey, particularly in the areas of 

sustainable technologies, CO2 reduction and digital 

transformation. Moreover, there is a shared goal of 

securing access to raw materials and primary prod-

ucts. Turkey sees this as an opportunity to strengthen 

its industrial sector through stable and reliable part-

nerships within global supply chains. From both 

official strategy/position papers published by minis-

tries and business organisations and discussions 

involving political and economic actors, it can be seen 

that there is growing awareness of what seizing this 

opportunity entails.85 Also, there is a broad consensus 

that sustainable economic development in Turkey is 

possible only if Turkish industry meets European 

environmental and sustainability standards, especial-

ly those stipulated by the EGD and the governance 

requirements of German and European supply chain 

legislation.86 Nevertheless, some main goals of Turk-

ish industrial policy have still not been achieved. 

Since June 2023, Finance Minister Mehmet Şimşek 

has been pursuing an orthodox, restrictive monetary 

policy, primarily in order to curb persistently high 

inflation. This move has been largely welcomed by 

economic actors, as it is seen as a necessary correction 

to the earlier highly expansionary and unconvention-

al economic policy. But there are significant doubts 

about the sustainability of this monetary policy 

course, not least because of the suspected interven-

tion of President Erdoğan. Moreover, it has not yet 

been possible to build up the trust of international 

investors and domestic economic players. Nor has 

there been any significant correction of the serious 

macroeconomic imbalances – including the high 

inflation rate, the persistent current account and 

trade deficits and the fragile monetary-policy environ-

ment overall, high key interest rates notwithstanding. 

 

Stuttgart, https://tinyurl.com/4a9n6czz (accessed 19 November 

2024). 

85 As part of this study, 16 semi-structured expert inter-

views were conducted with actors from politics, business, the 

EU bureaucracy and various interest groups. The interviews 

took place between November 2023 and May 2024 in Berlin, 

Istanbul, Ankara and Brussels. The interviewees have not 

been identified by name.  

86 Durukan, “Türkiye’s Perspective on the EU Green Deal” 

(see note 67), 40. 

Furthermore, despite legislative initiatives such as 

the planned introduction of an ETS, independent 

assessments show that Turkey has so far failed to 

meet its self-imposed climate targets. The continued 

expansion of coal-fired power plants is clearly at 

odds with achieving those targets. Because of their 

high CO2 emissions, Turkey’s power plants are a 

major obstacle to its transition to a low-carbon energy 

system. The Climate Action Tracker rates the meas-

ures taken by Ankara to meet its net-zero target for 

2053 as “insufficient” – those implemented to date, 

along with the emission reductions planned by 2030, 

do not suffice to fulfil the requirements of the Paris 

Climate Agreement, even though climate policy is 

becoming more important at the institutional level. 

According to international analyses, significant im-

provements are necessary for the net-zero target to be 

achieved by 2053. 
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In this paper, supply chain policy is understood to 

comprise the strategies, measures and national legis-

lation implemented by the government as well as 

their alignment with international agreements and 

global standards. The focus here is on the promotion 

of the export economy, compliance with internation-

al trade standards and the creation of favourable 

framework conditions for foreign investors. 

Turkey’s supply chain policy 

The two main pillars of Turkey’s supply chain policy 

are the economic framework conditions and export 

orientation. The country pursues an export-oriented 

economic policy in a bid to establish itself as a pro-

duction centre and supplier of industrial goods in 

Europe, Asia and the Middle East. The establishment 

of industrial and free trade zones to promote trade 

and production activities plays a key role. Companies 

operating in these zones receive tax concessions and 

are subject to fewer regulations. The zones them-

selves are not only attractive locations for enterprises 

but also important hubs in global supply chains. 

Labour and environmental protection laws are 

essential for setting standards. Turkey has enacted 

national laws on occupational health and safety and 

on labour rights compliance that are based on the 

standards of the International Labour Organization of 

the United Nations. But violations are frequently 

documented, especially in the textile and agricultural 

industries.87 Turkey also has an environmental code 

that regulates waste disposal, emissions and the pro-

tection of natural resources. However, shortcomings 

 

87 Ayşegül Kayaoğlu, Auf dem Rücken von Tränen und Schweiß: 

Syrer in der türkischen Textilindustrie [On the Back of Tears and 

Sweat: Syrians in the Turkish Textile Industry] (Bonn: 

Bundeszentrale für politische Bildung, 18 October 2023), 

https://tinyurl.com/yrumteck (accessed 13 February 2025). 

in the rule of law as well as political dependencies 

and inefficiencies in the Turkish judiciary are ham-

pering supply chain integration. 

The EU-Turkey Customs Union, which facilitates 

the movement of industrial products, went into effect 

in 1996. As part of the EU accession negotiations, 

Ankara has committed to implementing EU standards 

in areas such as labour protection and environmental 

protection.88 This has consequences for supply chain 

requirements and production conditions in Turkey. 

Companies in Turkey’s export-oriented sectors face 

demands from international customers that due dili-

gence obligations are met along the supply chain. 

Some Turkish companies that export to Europe have 

voluntarily signed up to international standards such 

as the ISO standards and social accountability certi-

fication (e.g., SA8000 or BSCI), which boosts their 

competitiveness in international supply chains. Turkey 

complies with the above-named standards as well as 

the labour and environmental norms, particularly in 

sectors with international clients.89 

German and European supply chain 
governance 

Supply chain governance refers to a regulatory frame-

work of national and supranational binding require-

ments for companies to comply with human rights 

and environmental due diligence obligations along 

the entire length of global supply chains. Germany’s 

Supply Chain Due Diligence Act (LkSG), which has 

been in force since 1 January 2023, provides the rele-

vant legal framework at the national level and the 

 

88 EYS OSGB [Joint Health and Safety Unit], “What Is 

Health and Safety at the Workplace?” (in Turkish), 

https://eysosgb.com/isg/ (accessed 18 June 2025). 

89 This is the assessment of many of the economic actors 

interviewed for the purpose of this research paper. 
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Corporate Sustainability Due Diligence Directive 

(CSDDD), which the European Parliament voted 

initially to adopt in June 2023, will do so at the Euro-

pean level. After a temporary setback, the latter was 

adopted by a qualified majority in the EU Council in 

a second vote in March 2024 and was finally adopted 

by the European Parliament and Council in May 

2024. The deadline for implementation is June 2028. 

Because of the primacy of EU law over national law, 

Germany is obliged to transpose the CSDDD into 

national law within two years of its entering into 

force. Both the German and the European directives 

are under scrutiny: while the LkSG is the subject 

of controversial debate, particularly with regard to 

the issues of implementation, bureaucratic outlay 

and the burden on SMEs, the CSDDD must now be 

implemented in the member states in a standardised 

and effective manner and its practical application 

determined.90 

Supply chain governance requires companies to 

uphold human rights and environmental standards. 

They must demonstrate that they are actively identi-

fying risks and taking measures to minimise them.91 

In accordance with the CSDDD, European companies 

must also ensure that human rights, biodiversity and 

the environment are protected.92 Germany’s Federal 

Office of Economic Affairs and Export Control (BAFA) 

monitors implementation and imposes fines and 

sanctions in the event of violations. While the German 

law applies mainly to sites in Germany and direct 

suppliers, the European law extends to upstream and 

downstream activities, including indirect suppliers. 

Further, the EU directive imposes a duty of care on 

 

90 For more, see Nora Aboushady et al., “The European 

Supply Chain Law Is Coming After All – What Can We 

Make of the Compromise?” (Research Network Sustainable 

Global Supply Chains, 28 June 2024), https://tinyurl.com/ 

ycxrej4z (accessed 25 January 2025). 

91 Thijs Willaert, “Lieferkettensorgfaltspflichtengesetz 

(LkSG) beschlossen – Was Unternehmen berücksichtigen 

sollten” [Supply Chain Due Diligence Act (LkSG) Passed – 

What Companies Should Consider], DQS in Deutschland, 

15 June 2021, https://tinyurl.com/#233wwx4f (accessed 

12 February 2025). 

92 See United Nations Guiding Principles on Business and Human 

Rights (New Delhi: UNDP India, 2011), https://tinyurl.com/ 

4esr9pns; and OECD-Leitfaden für die Erfüllung der Sorgfaltspflicht 

für verantwortungsvolles unternehmerisches Handeln [OECD 

Guidance on Due Diligence for Responsible Business Con-

duct] (Paris, 2018), https://tinyurl.com/3bxkk3uh (accessed 

21 October 2024). 

companies throughout the entire length of the supply 

chain; this also applies to transport, storage and dis-

posal carried out by the business partners, whereby 

sellers and consumers are not taken into account.93 

By contrast, the LkSG provides only for the proactive 

scrutiny of direct suppliers and the reactive scrutiny 

of indirect suppliers. Lastly, the new EU regulation 

introduces civil liability for companies; under certain 

conditions, trade unions and non-governmental 

organisations can assert claims on behalf of injured 

parties within five years. 

Turkish economic players – including entrepre-

neurs and representatives of leading associations such 

as TÜSİAD and the Union of Chambers and Com-

modity Exchanges of Turkey (TOBB) – regard German 

supply chain governance as part of the overall Euro-

pean architecture of supply chain legislation, indus-

trial policy and the EGD. This “regulatory package” 

is seen as providing a strategic framework that re-

quires significant adjustments to be made but at the 

same time opens up opportunities for the deeper 

integration of Turkey into European value chains. 

Because of the carbon-intensive structure of the 

Turkish economy, companies anticipate rising costs 

owing to the CBAM; therefore, comprehensive inte-

gration into green value chains – for example, wind 

and solar energy – is considered essential. Moreover, 

TÜSİAD and TOBB believe the EGD offers the chance 

to increase the competitiveness of Turkish products 

on the EU market. Turkey has comparative advan-

tages in several industrial sectors that could be utilised 

to cushion the negative impact of the CBAM and 

initiate structural reform processes.94 

Areas of cooperation: 
Energy, automotive and defence 

Cooperation with Germany is particularly important 

in three areas of the Turkish economy: the energy, 

 

93 The LkSG has come under criticism for not being com-

prehensive and for the fact that many companies fall below 

the threshold value. For their part, industry and business 

stakeholders fear international competitive disadvantages. 

The CDU/CSU and FDP parliamentary factions have called for 

the LkSG to be repealed. See German Bundestag, “Initiative 

zur Aufhebung des Lieferkettengesetzes beraten” [Initiative 

to Repeal the Supply Chain Act Discussed] (Berlin, 14 June 

2024), https://tinyurl.com/46f3yav6 (accessed 25 January 

2025). 

94 Tsarouhas, Turkey’s ‘Green’ Transformation (see note 76). 
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automotive and defence industries. Against the back-

drop of climate policy objectives – especially de-

carbonisation – cooperation in the first two areas is 

most promising. In the automotive sector, there is 

more forward than backward integration into German 

supply chains and in the energy sector the two are 

more or less balanced. However, in the defence indus-

try, backward integration predominates: Turkey is 

still dependent on input goods and technological 

expertise from abroad, including Germany. Closer 

cooperation in the energy and automotive sectors 

could strengthen Germany’s security of supply, while 

in the area of defence, Turkey would benefit from 

technology transfer. 

The German-Turkish energy partnership 

The German-Turkish Energy Forum has been held 

regularly since 2011. The sixth such event, which 

took place in Berlin in November 2024, was attended 

by then German Minister of Economic Affairs Robert 

Habeck and Turkish Minister of Energy and Natural 

Resources Alparslan Bayraktar. The highlight was the 

signing of a declaration of intent to intensify bilateral 

cooperation, along with a cooperation agreement 

between the Turkish energy company Enerjisa and 

Hamburg University of Applied Sciences on research 

projects in the areas of green hydrogen and renew-

able energies.95 

Hydrogen production, which offers promising 

investment opportunities in Turkey, could turn the 

country into a major green-energy hub. This would 

not only reduce dependence on Russian natural gas 

but also contribute to Europe’s energy security. At 

the same time, the EU would come closer to achieving 

its climate targets as part of the energy transition. 

Moreover, green hydrogen plays a key role in German 

industry’s effort to achieve climate neutrality; and 

hydrogen imports from Turkey could make an impor-

 

95 See German-Turkish Chamber of Industry and Com-

merce, ed., Türkei. Windenergie. Zielmarktanalyse 2022 mit 

Profilen der Marktakteure [Turkey. Wind Energy. Target Market 

Analysis 2022 with Profiles of Market Players] (Istanbul and 

elsewhere, January 2022);“Türkisch-Deutsches Energieforum 

– gemeinsam für die Energiewende” [Turkish-German 

Energy Forum – Working Together for the Energy Transi-

tion] (Berlin: Bundesverband eMobilität e.V., 6 December 

2024), https://tinyurl.com/bdcubk38 (accessed 8 December 

2024); and Turkish-German Energy Partnership, “6th Turk-

ish-German Energy Forum”, 27 November 2024, 

https://tinyurl.com/3mcs9zsw (accessed 12 February 2025). 

tant contribution here. Germany is already support-

ing Turkey to the tune of €200 million to promote 

renewable energies and develop a hydrogen econo-

my.96 And as part of the International Climate Initia-

tive, €20 million have been made available to Turkey 

for innovative climate-protection measures, whereby 

the focus is on increasing energy efficiency. 

Automotive and defence industry 

Turkey continues to be an important automotive 

market for the EU. The Turkish automotive industry 

is highly integrated into German and European 

supply chains. China is unlikely to overtake Europe as 

the most important market for Turkish cars and car 

parts; however, as noted above, the People’s Republic 

will play an increasing role in the Turkish automotive 

market. The Chinese car manufacturer BYD’s plans97 

to open a production facility in Turkey by the end of 

2026 is aimed at circumventing EU tariffs on electric 

vehicles and gaining duty-free access to the EU. Mean-

while, the launch of the sale of China-made electric 

vehicles in Turkey – BYD planned to sell 10,000 elec-

tric vehicles in Turkey in 2024 – could help boost 

the sales of the Turkish electric car manufacturer 

Togg and lead to the expansion of the charging and 

servicing network in Turkey. On the other hand, 

there is the risk that Turkish car production will be 

negatively affected and Togg’s market share reduced. 

Moreover, the closer integration of the Turkey’s 

automotive industry with that of China threatens 

putting further strain on Turkish-European relations. 

Above all, closer economic ties could result in trade 

deficits and greater dependence on China. And a 

strategic reorientation of the Turkish automotive 

industry towards China could have a considerable 

negative impact on the competitiveness of the Euro-

pean industry. 

 

96 “Riesenpotenzial am Bosporus: Wie entwickelt sich die 

türkische Energiewirtschaft?“ [Huge potential on the Bospo-

rus: How is the Turkish energy industry developing?], H Zwei. 

Das Wasserstoff-Magazin von Gentner, 4 December 2023, 

https://tinyurl.com/2njhn6nw (accessed 18 June 2025). 

97 Sebastian Henßler, “Milliardendeal: BYD investiert in 

türkische E-Auto Fabrik [sic]” [Billion-euro Deal: BYD invests 

in Turkish E-car Factory], Elektroauto-News, 9 July 2024, 

https://tinyurl.com/4vpcbn7c (accessed 12 February 2024). 

https://www.german-energy-solutions.de/GES/Redaktion/DE/Publikationen/Marktanalysen/2022/zma-t%C3%BCrkei-wind.pdf?__blob=publicationFile&v=1
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Amid the tech rivalry between 
the US and China, Turkey is pursuing 

a balancing strategy. 

Amid the technical and political rivalry between 

the US and China, Turkey is performing a balancing 

act in its relations with the two superpowers. Al-

though Turkey is allied with the West, it also main-

tains strategic relations with China and has entered 

into technology partnerships, including in the area 

of 5G. Turkey’s stance is to be seen against the back-

ground of the technology transfer and export restric-

tions that the US and some EU states have imposed on 

Turkey. These include a regulation introduced by the 

Biden administration in the field of AI stipulating 

that Turkey (along with many other countries around 

the world) is to receive only limited access to advanced 

AI technology. At the same time, Turkey fears that 

the second Trump administration ceasing to abide by 

World Trade Organization rules would create an 

unpredictable international trade environment that 

would also affect it. 

As noted above, the defence industry is integrated 

into German supply chains mainly via the import of 

inputs and technology (backward integration). After 

decades of investments and reforms, the Turkish 

defence industry has developed into a serious player 

on the international defence market; however, the 

participation of Turkish defence companies in inter-

national programmes is limited owing to the volatile 

nature of Turkish politics. The war in Ukraine further 

limits Turkey’s options: previously, there was the 

option of cooperation with Russia in the area of 

defence, but that is no longer possible since Russia 

launched its war of aggression on Ukraine. 

In recent years, Turkey’s interest in defence industry 

cooperation and involvement in arms programmes 

under the auspices of NATO has increased. At the same 

time, Ankara is seeking to improve its foreign policy 

and defence industry relations with its Western part-

ners amid financial constraints. The Turkish defence 

industry, particularly in the field of drones, is closely 

coordinated with the US and NATO. The Turkish 

defence company Baykar, which manufactures the 

Bayraktar TB2 combat and reconnaissance drone, en-

sures its technology meets NATO standards. If Turkey 

and Europe were able to redefine their relations by 

adapting to the new geopolitical landscape, enormous 

potential for mutually beneficial defence-industrial 

cooperation could be unlocked.98 

 

98 Egeli et al., Adapting Security (see note 27), 4, 18, 22f. 
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The above analysis shows that Turkey largely aligns 

its industrial and energy policies with EU guidelines 

and strategies. Even though there is slow progress 

towards decarbonisation and a consistent and effec-

tive implementation of measures towards achieving 

that goal is lacking, Turkey’s orientation towards 

the EU in the economic sector is evident. The Turkish 

government is making efforts to bring its national 

growth strategy into line with the requirements of 

both the EGD and German and European supply 

chain governance. This, in turn, gives a significant 

boost to Turkey’s alignment towards the EU in the 

areas of geopolitics and security policy. A prerequisite 

for increased economic interdependence and deeper 

cooperation is a stable and constructive political rela-

tionship with the EU, with the individual member 

states and with Germany in particular.  

However, Turkey’s growing autocratisation is 

proving a major obstacle to the intensification of 

bilateral relations – both in the economy and in the 

area of (security) policy. So far, there is no clear 

political will or coherent strategy in sight to overcome 

the structural impediments that arise from auto-

cratisation and shortcomings in the rule of law, the 

elimination of which is considered crucial for the 

success of the targeted growth strategy. Instead, the 

government appears to be attempting to compensate 

– at least to some extent – for these deficits by 

focusing on industrial policy. What are the implica-

tions for Germany’s Turkey policy given the dis-

crepancy between the significant potential for eco-

nomic and the growing normative divergences on 

account of Turkey’s autocratisation and foreign-policy 

ambitions for strategic autonomy? 

A way forward would be for Germany to weigh 

its interests more strategically – along the lines of 

aiming to secure economic stability, integrate Turkey 

into the European security architecture and prevent 

it from drifting further towards Russia and China in 

its geopolitical orientation. Based on this premise, the 

current close economic interdependencies and co-

operative relations could be justified – even if 

normative requirements with regard to democracy 

and the rule of law are taken into account only to 

a limited extent. 

For this to happen, a pragmatic, albeit critical 

approach would be required – one that links any 

further deepening of economic relations to clearly 

defined and non-negotiable conditions regarding 

democratic standards, the rule of law and respect 

for human rights. A strategic partnership with an 

increasingly autocratic Turkey is not sustainable – 

not only for normative reasons but also given Ger-

many and Europe’s long-term interests. The German 

government has political and economic levers at 

its disposal that could help avoid a complete rupture 

in relations while at the same time setting clear 

boundaries for cooperation and unequivocally defin-

ing the fundamental principles that are not open to 

negotiation – democracy, the rule of law and human 

rights. 

There are five main recommendations to be made 

based on the above analysis. 

First, the main task of German policy towards Tur-

key should be to identify areas of overlapping inter-

ests and, based on these intersections, adopt construc-

tive approaches to problem-solving. An in-depth 

debate that acknowledges both existing differences 

and shared interests or similar threat perceptions is 

needed to explore avenues for cooperation. Recognis-

ing commonalities as political capital is the first step 

towards a long-overdue and consistent policy shift in 

relations with Turkey. 

Second, it must be understood that the Turkish 

government’s geopolitical balancing strategy does not 

signal a gradual turning away from the West (espe-

cially the US and the EU) but rather an attempt to 

remain connected to, and able to manoeuvre among, 

global power and economic blocs (EU, US, BRICS, the 

Gulf states, etc.). Turkey is seeking cooperation with 
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Russia and China to offset Western influence. Both 

policymakers and economic actors in Turkey regard 

this open approach as crucial for positioning the 

country as a secure location for supply chains. Like 

Germany, Turkey is aiming at the resilience and 

diversification of supply chains and the reduction of 

dependencies. The development of Turkish-US 

relations during Donald Trump’s second term will 

have an impact on Turkish-European relations. 

Diverging priorities in Syria, tensions over the S-400 

air defence missile system and the difficult balancing 

act between NATO, Russia and China remain major 

obstacles to deeper and more harmonious relations. 

Third, a realignment of German-Turkish relations 

is advisable. The aim should be, above all, of redefin-

ing the relationship with Ankara – as a partner, at 

times competitor, but not a rival. To fully exploit the 

potential of German-Turkish cooperation in the areas 

of security, trade, investment and diplomacy, the 

focus should be on commonalities and a pragmatic, 

solution-oriented approach. That approach should 

take into account the current political realities. At the 

same time, the rule of law and democracy should 

continue to serve as the prerequisites for sustainable 

strategic cooperation. 

Fourth, the Chinese electric vehicle and battery 

manufacturer BYD’s decision to invest in Turkey must 

not be viewed in isolation but should be seen in the 

context of Turkey’s Asia policy and its efforts for 

greater autonomy from the West. The decision itself 

poses an economic challenge for the EU, which 

should reconsider its trade policy towards third coun-

tries. An important economic-policy task for Germany 

in the coming years is to put its economy back on a 

growth path. Especially sectors like the automotive 

industry, which face enormous challenges, could 

benefit from deepening cooperation with the Turkish 

automotive industry and the integration of Turkish 

suppliers into German supply chains. Promising in-

vestment opportunities for German companies are to 

be found in the expansion of renewable energies in 

Turkey, especially through projects in wind power 

and the production of green hydrogen. Such invest-

ments would not only contribute to diversifying 

energy sources but also lay the foundation for deeper 

cooperation in carbon-free power generation. 

Fifth, high-level dialogue formats – such as the 

German-Turkish Energy Forum and the Joint Econo-

mic and Trade Commission – and regular govern-

ment consultations, could be of considerable impor-

tance. In this context, the establishment of a dis-

cussion group that brought together experts with a 

specific focus on Turkey would be a significant step. 

Politics and administration could systematically draw 

on the expertise of this group to address current and 

future challenges as well as crises. Admission to the 

group should not be limited to existing institutions in 

Berlin but should be coordinated at the national level 

in order to tap into a broad and well-founded spec-

trum of knowledge. 
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Abbreviations

AHK Deutsche Auslandshandelskammern 

(German Chambers of Commerce Abroad) 

AI Artificial Intelligence 

AKP Adalet ve Kalkınma Partisi (Justice and Develop-

ment Party) 

BAFA Bundesamt für Wirtschaft und Ausfuhrkontrolle 

(Federal Office for Economic Affairs and Export 

Control) 

BDI Bundesverband der Deutschen Industrie e.V. 

(Federation of German Industries) 

BMEL Bundesministerium für Ernährung und Land-

wirtschaft (Federal Ministry of Food and 

Agriculture)  

BMZ Bundesministerium für wirtschaftliche Zusammen-

arbeit und Entwicklung (Federal Ministry for 

Economic Cooperation and Development) 

BRICS Brazil, Russia, India, China, South Africa 

CBAM Carbon Border Adjustment Mechanism 

CDU Christlich Demokratische Union Deutschlands 

(Christian Democratic Union of Germany) 

CO2 Carbon dioxide 

COP Conference of the Parties 

CSDDD Corporate Sustainability Due Diligence Directive 

CSU Christlich-Soziale Union in Bayern e.V. 

(Christian Social Union in Bavaria) 

DIHK Deutsche Industrie- und Handelskammer 

(German Chamber of Commerce and Industry) 

DOTS Direction of Trade Statistics 

EGD European Green Deal 

ETS Emissions Trading System 

EU Euopean Union 

FDP Freie Demokratische Partei (Free Democratic Party) 

HAW Hochschule für Angewandte Wissenschaften 

(Hamburg) 

IFRI Institut français des relations internationales 

IICEC Istanbul International Center for Energy and 

Climate 

IMF International Monetary Fund 

IPC Istanbul Policy Center 

ISO International Organization for Standardization 

JETCO Joint Economic and Trade Commission 

LkSG Lieferkettensorgfaltspflichtengesetz (Supply Chain 

Due Diligence Act) 

MEI The Middle East Institute 

NATO North Atlantic Treaty Organization 

OECD Organisation for Economic Co-operation and 

Development 

PwC PricewaterhouseCoopers 

R&D Research and development 

SME Small and medium-sized enterprises 

SPD Sozialdemokratische Partei Deutschlands 

(Social Democratic Party of Germany) 

TANAP Trans-Anatolian gas pipeline 

TOBB Türkiye Odalar ve Borsalar Birliği (Union of 

Chambers and Commodity Exchanges of Turkey) 

TÜİK Türkiye İstatistik Kurumu (Turkish Statistical 

Institute) 

TÜSİAD Türk Sanayicileri ve İşadamları Derneği (Turkish 

Industrialists’ and Businessmen’s Association) 

UNDP United Nations Development Programme 

VDI Verein Deutscher Ingenieure e.V. (Association of 

German Engineers) 
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