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COMMERCIAL RELATIONS BETWEEN TURKEY AND AFRICAN COUNTRIES

As journalist Alain Vicky explains, “to understand Turkey’s vigorous regional and global policy, one
needs to look at the activity of the business sector”!. The long-standing economic and political
ties between Turkey and Africa date back to the times of the Ottoman Empire. The presence of
the Ottoman Empire in most of North Africa has led to a common history and culture between
these two economic powers; and, such common background also enhanced the commercial
relations between the Turkey and the continent of Africa. However, it is worth mentioning that
the commercial ties between these two market players were not always as strong as they are
today.

I Turkish Foreign Policy: The Pioneer of the Commercial Relations Between
Turkey and the African Countries

Until recently, Africa was not one of the main focus points of the Turkish foreign policy. However,
such standpoint has changed gradually in time in parallel with the economic and political
development of African countries. In 1998, Turkey’s foreign policy took on a new dimension
through a new policy framework known as “Opening to Africa Policy” which has been deepening
Turkey’s commercial ties with Africa ever since. In accordance with this policy, the Turkish
Undersecretariat of Foreign Trade prepared a strategy regarding the development of economic
relations with the African countries. Subsequently, the Turkish Government declared the year
2005 as the “Year of Africa”. Following these political initiatives, Turkey - Africa relations have
gained a substantial momentum in 2008 with “The Istanbul Declaration on Turkey - African

L A, Vicky, “Turkey Moves into Africa” (2011) Le Monde Diplomatique.
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Partnership” (the “Declaration”) during the African Union’s 10" Summit2. The Declaration’s main
purpose was to promote the economic cooperation and solidarity and to improve the volume of
the trade and investments between the parties, by focusing on the potential opportunities in
transportation, infrastructure, energy and construction sectors. Such economic partnership
encouraged both Turkish and African entrepreneurs to follow the path set forward by these two
economic powers.

II. Effects of Bilateral Investment Treaties on Bilateral Business Relations

In addition to the impact of the African Union on these two economic actors’ relationship, the
Republic of Turkey also signed Bilateral Investment Treaties with various African countries?.
Currently, the Bilateral Investment Treaties between Turkey and each of Ethiopia, Egypt, Libya,
Morocco and Tunisia (the “Treaties”) are in force.

The Treaties aim to provide mutual protection to the investments towards Turkey and the African
countries based on the international law and thus, to create a safer and more stable investment
environment for both Turkey and the African countries. In this respect, the Treaties mainly provide
the following rights and opportunities for the investors*:

e Application of the principles of “national treatment” and “"most favored
nation” to foreign investors: In light of these principles, the contracting states
undertake not to provide the investors of the other contracting state with less favourable
conditions than the ones they have provided for (i) the domestic investors and (ii) the
investors of another country. Accordingly, the investors of the contracting states are
provided with equal opportunity to compete with the domestic investors of the
contracting state and the investors of the other countries who are investing in the host
contracting state.

e Transfer of funds without delay: Contracting states undertake that the revenues,
sales and profit amounts, compensation amounts, principal and interest payments of the
loans and salary payments, that may arise from the investments made to the host
contracting state, and all other payment items defined as "transfer" under the relevant
Treaty, can be freely transferred by the foreign investor to or from the host contracting
state freely and without delay.

¢ Reduction of the risks that the investors may face due to expropriation:
Contracting states agree that the investments undertaken by the investors of the other

2 Data obtained from the Ministry of Foreign Affairs of the Republic of Turkey’s web site.

3 South Africa (2000), Algeria (1998), Benin (2013), Cameroon (2012), Ivory Coast (2016), Djibouti (2013), Gabon
(2012), Gambia (2013), Ghana (2016), Kenya (2014), Mauritius Island (2013), Mozambique (2017), Nigeria (1996 et
2011), Rwanda (2016), Somalia (2016), Sudan (1999 et 2014) and Tanzania (2011).

4 Data obtained from the Ministry of Trade of the Republic of Turkey’s web site.
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contracting party, may be expropriated only for the purposes of public interest. In
addition, the contracting states undertake that, if these investments are expropriated
for the purposes of public interests, the investment shall be expropriated in accordance
with the applicable local laws and the actual cost of the expropriated investment shall
be paid to the investor, without any delay. Thus, the investments made by the investor
in the host country will be protected against the financial consequences of the
expropriation risk.

¢ Recognition of international arbitration as a dispute resolution mechanism:
Contracting states undertake that any dispute that may arise between the investors and
contracting states in connection with the matters set forth under the Treaties, will be
settled through international arbitration mechanisms. Accordingly, the investor is
protected by an objective and international dispute resolution mechanism. The seat and
rules of arbitration determined under each Treaty may vary.

III. Trade Volume and Investment Volume between Turkey and the African
Countries

In addition to the foregoing political and international initiatives taken by Turkey and the African
countries, the geopolitical position of the continent of Africa as well as the availability of its sectors
to foreign investments attracted small, medium and large scaled Turkish companies. This
increasing attention of Turkish investors to the continent of Africa was also reflected on relevant
statistics over the years. For instance, the direct investments of Turkish companies around the
Africa continent totaled up to USD 100 million in 2003. This number increased rapidly and reached
to USD 6.5 billion in 2017°.

In their search for alternative markets, Turkish exporters have been considering Africa as a great
potential for their economic interests. Accordingly, in addition to direct investments, the trade
volume has also increased remarkably. In 2006, the trade volume between Turkey and Africa
continent was only USD 5.3 billion. This amount increased more than threefold to reach USD 16.75
billion in 2016.% The African countries which receive a significant part of the Turkish investments
are as follows: Rwanda, Ethiopia, Burkina Faso, Ivory Coast and Mozambique’.

1V. Turkish Investments in the African Countries

The enhanced relationship between Turkey and the African countries led Turkish entities to seek
for more business opportunities in the continent. In order to understand the nature of the

5> Data obtained from Anadolu Agency’s statistical research dated 2017.
6 Data obtained from the Ministry of Foreign Affairs of the Republic of Turkey’s web site.

7 Data obtained from Foreign Economic Relations Board’s (DEIK) Investment Index (2016-2017).
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commercial relations between Turkey and the African countries, it is important to adopt a sector
specific approach to this matter. According to the Ministry of Trade of the Republic of Turkey’s
Foreign Investment Report dated 2017, the Turkish investments around the continent of Africa
are mainly concentrated on the following sectors: construction, infrastructure, wholesale and retail
trade, manufacture of textile and clothing and main metal industry. Project value of the Turkish

companies operating in Africa has recently reached to USD 55 billion?.

Turkish investors are particularly active in construction and infrastructure sectors. Thus, African
countries were constituting 19.2% of Turkish contractors’ international business volume in 2011°,
This amount increased in great amounts since 2011. The remarkable examples of Turkish
construction and infrastructure projects which have been carried out in the continent of Africa are

as follows:
COUNTRY
COMPANY PROJECT RECIEVING | SECTOR
INVESTMENT
AE ARMA- | Construction of convention centers, hotels and Algeria Construction
ELEKTROPANC technology parks Ethiopia
DOGANLAR . . . e
YATIRIM (Ciggs(tarruagc(l)c:‘ln M(;ihhl\?::;/ggﬁ ?:Sda;teveral social facilities in Senegal Construction
HOLDING
Construction of Ubari and Zwitna gas turbined power
ENKA INSAAT plants; Zaura, Derna and Soussa treatment plants; Libya Construction
factories and hotels, including Messebo cement factory, Gabon Energy
energy and water treatment facilities
MAPA INSAAT Construction _ _o_f rai_Iways, water channels, V\_/ater Ghana _
(MNG HOLDING) treatment facilities, highways and Kotoka International Libya Construction
Airport Algeria
LIMAK HOLDING Construgtion _and management of_ Blaise-Diagne Moszzrr]sg?c:ue Construction
International airport and cement factories I
vory Coast
RONESANS Co_nstrl.!c_tion of _airports, hotels, sport complexes, ngon _
HOLDING universities, business centers and Angondje Mass Libya Construction
Housing Project Nigeria
. ) . . Senegal
_ Construction of Brazzaville City Center Complex, Kintele Kongo
SUMMA INSAAT |Convention Center and Blaise-Diagne International Libya Construction
Airport with hotels, convention centers and houses R
wanda
TAV AIRPORTS Construction and management of Enfidha Airport Tunisia Construction
o Construction of Cameroon Douala Japoma Stadium with Cameroon
YENIGUN INSAAT |a capacity of 50,000 people and steel smelting facilities Algeria Construction

for Cezayir-Katar Celik

8 Data obtained from Anadolu Agency's statistical research dated 2017.

9 Data obtained from Turkish Contractors’ Association’s Construction Sector Analysis (2011).
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Some of the foregoing Turkish construction and infrastructure companies are listed within the Top
250 Contractors list published by the Engineering News Record. For instance, Rénesans Holding
is ranked as the 38t best contractor, Enka Insaat as the 72" best contractor, TAV Airports as 76
and Limak Holding as 85 best contractor in the world, also due to their large-scaled investments
and projects in Africa.

V. The African Countries’ Investments in Turkey

The commercial relations between Turkey and African countries have grown significantly,
however, have not yet reached to the optimum level. While Turkish investments continue to
increase, especially African investments towards Turkey still have a great potential for growth.
According to the Ministry of Trade of the Republic of Turkey’s Foreign Direct Investments Bulletin,
the total cash capital inflow towards Turkey corresponds to USD 337 million, and 42% of such
amount originated from European Union countries while 35% of such amount is originated from
Asian countries. The total cash capital inflow from the continent of Africa is limited. Additionally,
only 465 out of the 5941 companies which are established with foreign capital in 2017 in Turkey
are established by African investors.

According to Turkish Statistical Institute’s data with regards to Turkey’s imports by country groups
for the year 2017, the African countries have only a marginal share, corresponding to 3.1% of
Turkey'’s total imports and amounting to USD 7 billion.

Turkey’s economic involvement in Africa is expected to keep increasing in the near future. It
appears that, as long as the African countries ensure the viability and sustainability of their
economic environment, the investments they receive from Turkey and other market players will
not only be maintained but improved as well. However, for both Turkey and Africa to equally
benefit from their ever-growing cooperative commercial relationship, the African countries should
also adopt an economic involvement policy in a reciprocal way. In other words, the African
countries should encourage their local investors to invest in foreign countries and play an active
role in the development of the African economy in order to cherish their thriving economic relations
with Turkey.
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