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Abstract. Broadening the scope of economic interests, together with the involvement of the 
strategic partner to resolve security issues, brings the dialogue between Ukraine and Turkey to a 
new level. This intensified negotiations on the establishment of a free trade area and the 
implementation of joint projects in the defense industry, cultural and humanitarian spheres. Thus, 
the study of priority areas of cooperation between Ukraine and Turkey in the Black Sea region for 
the effective realization of Ukraine’s geostrategic interests is becoming topical. The purpose of the 
article is to study the peculiarities of the economic partnership between Ukraine and Turkey, to 
calculate the impact and to determine the advantages and prospects of a deeper bilateral trade 
liberalization. The methodology is based on assessment of export specialization; the 
characterization of the relative advantages by the RXA coefficient; the impact assessment of 
bilateral trade on economic development through a descriptive gravity model. The study found that 
high tariff barriers are now applied to Ukrainian exporters in the Turkish market. Total exports from 
Ukraine to Turkey declined by more than 30 per cent from 2011 to 2019, while the low value-added 
products dominate in the highly concentrated structure of export flows. On the contrary, Turkish 
exports to Ukraine are quite diversified. The top ten exports include machinery, electrical 
equipment, vehicles and knitwear. Ukrainian grains, oilseeds and oils, iron and steel, ore and rail 
transport have comparative advantages in the Turkish market. The military-industrial sector and IT 
are promising areas for export development and investment cooperation in the Ukrainian economy. 
Bilateral trade surpluses are in favor of Ukraine. The economic development of Ukraine 
significantly influences the volume of bilateral trade, according to the results of the descriptive 
gravity model. A $1 increase in Ukraine’s GDP will lead to an increase in bilateral trade by $0.8. 
This makes Ukraine much more interested in entering the Turkish market. 

Keywords: strategic partnership, free trade area, international trade, exports, customs tariffs, 
liberalization.  
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Introduction. As of 2021, Ukraine has integrated into Western structures, implemented 

models of regulation of certain industries, created anti-corruption institutions, signed and ratified 
the Association Agreement, received a visa-free regime and enshrined in the Constitution the course 
of European and Euro-Atlantic integration. However, at the stage of implementation of the basic 
requirements for Ukraine to move closer to the standards of democratic and economic development, 
the EU plunged into its own systemic crises, which narrows the format of strategic and economic 
partnership of our country. 

On the other hand, the aggravation of the security situation in the Black Sea region has given 
impetus to a new level of strategic dialogue between Ukraine and Turkey, the practical component 
of which today is the intensification of negotiations on a free trade zone, implementation of joint 
projects in defense-industrial and humanitarian spheres which in turn can become a springboard for 
the realization of the basic economic and geopolitical interests of both countries in the region. In 
this regard, it is important to study the areas of priority cooperation between Ukraine and Turkey in 
the Black Sea region for the effective implementation of geostrategic interests of Ukraine. 

Analysis of research and problem statement. Theoretical foundations of liberalization of 
international trade in the framework of integration processes in modern scientific work were laid by 
such economists as B. Ballas [1], J. Weiner [2] and G. Haberler [3], T. Walras [4]. As early as the 
middle of the twentieth century, they described modern forms of customs unions and a deeper 
mechanism of economic integration, proposed methodological tools for determining the 
effectiveness of international trade for the national economy, including a fundamental indicator of 
comparative advantage and sectoral specialization of RCA and also studied the effect of reducing 
customs tariffs 

The current place and importance of both Ukraine and its strategic partner Turkey, as well as 
their role in strengthening or weakening Europe were studied by Y. Bilan [5], O. Yatsenko [6—8], 
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O. Drozd [9], P. Oleshchuk [10], R. Ostapenko [11], O. Bazaluk [12], P. Kuzmin [13], V. Koziuk 
[14] and others. Political and economic aspects of Ukrainian-Turkish cooperation were studied by 
E. Solovykh [15], V. Matei [16], N. Nebaba [17].  

The purpose of the article is to study the peculiarities of the trade and economic 
partnership between Ukraine and Turkey with the calculation of the economic effect and the 
definition of the advantages and prospects of deeper liberalization of bilateral trade. 

Unsolved aspects of the problem. It should be noted that there is currently a small amount 
of research aimed at unlocking the potential of strategic and economic partnerships with Turkey. 

Research results. The information base of the study consisted of macroeconomic indicators 
of countries, as well as indicators of international and bilateral trade for the period 2000-2019. The 
information source was international databases: World trade organization (2021), Trade map 
(2021), World bank (2021), and the State Statistics Service of Ukraine (2020). 

The assessment of the state of the country’s specialization in the export of groups of goods 
and the characterization of relative advantages was carried out using the relative export advantage 
coefficient (RXA) according to the formula of T. Walras (1). If the value of the index is greater than 
1, then the comparative advantage is considered to be detected. An index value in the range of 2—4 
means a significant advantage, more than 4 — a large one.  

( )
,

( )
ij rw rj

rj iw ij

X X X
RXA

X X X
⋅ −

=
⋅ −

     (1) 

where 
ijX  is the volume of exports of goods (or product group)  country j; 

rjX  is total exports of 
the country j; 

iwX  is the volume of exports of goods (or product group)  all countries of the world; 

rwX  is total world exports.  
To assess the effect of bilateral trade and characterize the interaction of foreign trade flows 

on the economic development of countries, the gravity model of J. Tinberg was used [18; 19] (2).  

                  (2) 

where  is trade between countries, M1 and M2 — gross domestic product of countries,  is 
factor of trade costs associated with exports, including logistics costs, is all other factors that 
affect exports but are not included in the equation,  is constants (model parameters). 

Today, absolutely interpenetrating national security and economic factors are decisive for 
the national welfare of the state and one of the effective multivariate partners for Ukraine in the 
realization of national interests can be Turkey, cooperation with which is of strategically 
advantageous and rational character for our country. Turkey is an extra weight in many areas in its 
region with a growing population of over 80 million; high economic growth rates — about 10% of 
GDP annually; 11th place in the ranking of the strongest states [20], which strengthens the military 
potential and gives the opportunity to dominate among the countries of the Middle East, as well as 
to develop de facto politico-military alliances with Israel and Azerbaijan. In addition, Turkey has a 
favorable geographical position, has access to four seas, controls the critical for the Black Sea 
straits of the Bosphorus and Dardanelles, which opens a spatial channel of access not only to the 
ocean but also to global markets. As a member of the North Atlantic Treaty Organization (NATO), 
a candidate for accession to the European Union and a regional leader, Turkey offers access both to 
its own markets through direct business partnerships and to the markets of Central Asia and the 
Middle East due to the possibility of promoting joint projects.  

Pragmatization and economization of relationships have always been the key to strong 
partnerships. Turkey as a trading partner of Ukraine in 2019 ranked 4th, or 5.2% of total exports of 
goods and services (Fig. 1). For comparison, the 3rd place was taken by the Russian Federation 
(6.5%), the second place — Poland (6.6%) and the first place — China (7.2%). Ukraine ranks only 
18th in Turkey’s total imports with a market share of 1.3%. Turkey’s largest partners remain the 
Russian Federation (11.2%), China (9.2%) and the United States (5.5%). 
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Fig. 1. The share and volume of Ukraine’s foreign trade with Turkey 

Source: based on data (Official website of the State Statistical Service of Ukraine, 2020; Trade Map, 2021; World trade 
organization, 2021). 

 
The volume of exports from Ukraine to Turkey for the period from 2011 to 2019 decreased 

by more than 30%. Obviously, the reason for this is both the general economic recession and the 
qualitative deterioration of the export structure. Positive Optimistic characteristic of trade relations 
is a significant positive balance of bilateral trade, which, other things being equal, is an advantage 
in the liberalization process. 

The Herfindahl concentration index is 2014.5, which indicates a high level of concentration 
and, consequently, a low degree of commodity diversification of export flows. As can be seen from 
Fig. 2 «core of exports» for Ukrainian goods are 4 items with a low degree of processing and low 
added value: iron and steel, grain, oilseeds, food industry waste. Over the last ten years, the 
structure of exports has not improved. On the contrary, the share of such high-margin goods as oils 
and fats, plastic and iron products, fruits and nuts has significantly decreased. In addition, all this 
took place against the background of declining absolute exports to Turkey. 

 
Fig. 2. Structure of exports to Turkey 

Source: based on data (Official website of the State Statistical Service of Ukraine, 2020). 
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Within the framework of strategic partnership development, it is necessary to strive not only 
to increase trade flows, but also to implement joint investment and production projects. In 
particular, one of the areas of investment is the launch of free (special) economic zones in the 
framework of joint projects of Ukraine and Turkey. SEZ for Ukraine, in theory, is not a new tool for 
attracting investment, but in practice, due to the declarative nature and the actual absence of any 
direct and indirect stimulus instruments, the national economy has not received any effect from 
their operation. The opposite situation is in Turkey, where FEZ incentives are used to boost 
entrepreneurship and create jobs in regions that are not attractive enough without additional 
incentives. With experience in implementing relevant joint projects in the Middle East, Turkey has 
repeatedly stressed its interest in negotiating projects to create a number of functional units of such 
special economic regimes as technology parks and industrial parks in Ukraine, counting accordingly 
on special attractive conditions for its investors. So far, as of 2019, Turkey accounted for only 2%, 
or $ 320 million, of total foreign investment in Ukraine. 

Further active cooperation in the defense-industrial complex can become a locomotive for 
the development of production of high-tech goods. The presence of unique technologies in Ukraine 
in this area allows Ukrainian companies to cooperate with Turkish in such areas as: supply of a 
wide range of spare parts and components for weapons and military equipment; overhaul of 
helicopters, training and advanced training of specialists; equipping Turkish-made combat modules 
with guided missiles; manufacture and supply of turboprop engines; production of active protection 
complexes. In 2019 and the first half of 2020, the total volume of exports of Ukrainian military 
goods to Turkey amounted to 40 million dollars USA [21]. Significant reserves for Ukraine in the 
sphere of services lie also in the IT sector. A large percentage of qualified programmers, a steady 
increase in investment in this area and increasing interest from around the world in moderate prices 
form a competitive advantage of Ukrainian services compared to Turkish. 

Conclusions. The aggravation of the security situation in the region and the economic 
recession in the country push Ukraine to economize its partnership with the regional leader — 
Turkey and sign an agreement on a free trade zone. The prospect of concluding an agreement 
promises to reduce tariff barriers and improve access to the capacious Turkish market and creates 
the possibility of diversifying trade flows in general. 

In addition to the fact that at this stage there are high tariff barriers for Ukrainian exporters 
in the Turkish market, the volume and structure of bilateral trade does not provide opportunities for 
the development of effective partnerships under the old model. In particular, Ukraine is 
characterized by a high degree of concentration of export flows, in which there are 4 «core» items 
of goods with low added value. Against the background of deteriorating export structure, the 
expected decline in total volumes is taking place. Ukrainian grain, oilseeds, iron and steel, ore and 
rail transport have comparative competitive advantages in the Turkish market today. Wood 
products, chemical products, tobacco, sugar and meat products are also significant. Prospective 
areas of the Ukrainian economy for the development of exports and investment cooperation are the 
military-industrial sector and IT. 

The positive balance in bilateral trade still plays in Ukraine’s favor, and according to the 
results of the descriptive gravity model, Ukraine’s economic development has a much stronger 
impact on bilateral trade. Consequently, Ukraine is generating much more interest in entering the 
Turkish market. 

Pragmatization and economization of relations are crucial for the development of a strong 
and long-lasting partnership. The agreement on a free trade zone is in fact an unalterable option in 
the current conditions of aggravation of the security situation in Ukraine and the long-term 
economic recession. However, at the stage of negotiations with a strategically important and 
multivariate partner, the main task should be to develop a program of measures to support and 
stimulate the entry of Ukrainian producers into the Turkish market, especially for innovative and 
high-margin goods and ensure investment programs in priority sectors on mutually beneficial terms. 
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