
The Balkans and the Black Sea 
Paolo Quercia 

 

 

 

Osservatorio Strategico 2019– Year XXI issue II 70 

In the region of South Eastern Europe, Turkey, a NATO country but with a 

complicated relationship with both the US and the EU, has repeatedly expressed its 

interest in building protected trade mechanisms alternative to the dollar. In the case of 

Ankara, unlike other emerging powers, there is no intention to question the dominant role 

of the dollar in international financial exchanges but rather to be able to escape the system 

of secondary (extraterritorial) American sanctions affecting Iran. The trade between Turkey 

and Iran is indeed very significant for the two countries and in the past Ankara has always 

tried to keep the financial and commercial channels with Iran as open as possible, even 

during the peak of sanctions (2012-2015) against Iran. This policy contributed to an 

increase in the tensions between the US and Turkey over the violation of US sanctions as, 

according to Washington, some important Turkish banks have violated US sanctions 

against Iran, using the dollar in transactions between Turkey and Iran. This led to the 

arrest of few Turkish businessmen and opened the risk of huge sanctions against Turkish 

banks and financial system. For these reason, and taking into due consideration the 

lessons from the past, Turkey has begun, like other countries, to work out alternative 

hypotheses that can protect its trade with Iran even in the presence of unilateral American 

sanctions that make impossible or highly risky the use of the dollar. There are basically 

three alternatives from this point of view: the use of national currencies, protected payment 

systems, cryptocurrencies. 

The use of national currencies represents the first and simplest alternative for two 

countries that want to trade with each other avoiding the use of the dollar. In fact when 

third countries are using the dollar to settle their payments, they are attracted into the US 

legal system, since the payment instrument ultimately represents a US financial service 

and its users are subjected to US Treasury actions, even if they are non-US citizens or 

entities. The dollar in international trade can therefore be used entirely safely only in 

compliance with US law, that includes extraterritorial effects. Turkey, after the problem of 

the vulnerability of its financial system in the case of use of the dollar for international 

payments with countries under US sanctions, has taken steps in 2017 to sign an 

agreement with Iran for the use of national currencies (lira and ryal), in joint commercial 

transactions. The agreement was signed between the two central banks and was aimed at 

reducing conversion costs and protecting trade with Iran in products prohibited by the 

American legal system but lawful according to the Turkish one. The agreement was 

supposed to reduce dependence on trade between the two countries from the use of the 

euro and the dollar and act as a multiplier for bilateral trade relations. The purchase of 

petroleum products in Turkish lira, in fact, would oblige Iran to repurchase a counter value 

in Turkish goods, pushing up bilateral trade, which in 2018 was under 10 billion dollars in 

value. The agreement on the use of national currencies also followed an agreement for 

preferential bilateral trade in 2015, but these measures have not produced the expected 

results so far. On the contrary, as the new American sanctions of 2018 entered into force, 

Turkey has acted differently from its declarations of supporting Tehran after US 

denunciation  of  JCPOA, progressively  adapting  to  American  restrictions; this produced  
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small reward with Ankara receiving a waiver, that is a concession of importing a small 

amount of oil. At the expiration of the waiver Turkey was in compliance with the US 

embargo, confirming the difficulties of challenging directly the US financial system.  

The second method to exit the dollar system in Turkey's international trade would be 

to use a secure payment system, such as those recently established by the European 

Union or Switzerland, based on bartering and exchange of goods guaranteed by a 

dedicated payment system bilaterally built between the two states. However it remains 

unlikely that Turkey will build its own Special Purpose Veichle, (this is the name of this 

type of instruments), but rather the possibility of joining the European one, called INSTEX, 

could be taken into consideration. This instrument, based in France and operating as a 

private law company, is currently supported by the governments of France, Germany and 

Great Britain, but according to its regulation it is allowed to be expanded to other countries, 

also extra-European. 

Finally, the third option is that of the cryptocurrency world. The domain of the crypto 

currencies, due to the characteristics of its decentralized and anonymous system of 

operation unrelated to either the dollar or other fiat currencies, represents an alternative 

not only to the system of international exchange in dollars but an alternative to state 

currencies, opening scenarios of financial disintermediation that go beyond the simple 

question of dollar hegemony in the international trade system. Until now, attempts to 

create state cryptocurrencies (significant is the case of Venezuela with the Petro) have not 

produced significant effects. Normally, state cryptocurrencies are in some way related to 

raw materials that guarantee their value, something that Turkey, as a country poor in raw 

materials, cannot achieve. However, Turkey is considered one of the countries in the world 

with the highest level of use of cryptocurrencies as financial instruments. According to 

market research firm Statista1, in 2019 20% of those who hold financial payment 

instruments also have cryptocurrency funds. The popularity of cryptocurrencies in Turkey 

has grown, as the propensity to maintain precious metals, in parallel with the weakening of 

the Turkish economy and the significant devaluation of the Turkish lira in 2018. However, it 

cannot be ruled out that Turkey could in the future participate in a cryptocurrency created 

by a third country and supported by its natural resources. This could be achieved by a 

small group of countries interested in building an exchange instrument for alternative and 

protected international trade with respect to the traditional dollar. 

                                                           
1  https://www.statista.com/forecasts/1003012/financial-product-usage-in-turkey 
 


