








Intra-island trade in Cyprus

Sales of goods across the Green Line have risen from just under EUR 475,000 in 2004 to EUR 4.9
million in 2007, while total transactions across the Green Line including shopping and casino
spending amounted to an estimated EUR 31.7 million in 2007.In terms of value, the flow of money
is in favour of Greek Cypriots but it tips in favour of Turkish Cypriots when estimated remittances
of those working in the south are included. With this included, the value of total intra-island
business including salaries is estimated at EUR 85.3 million.

There has been some acceleration in trade growth in both directions in 2008. Yet intra-island trade
remains only a very small proportion of trade within the Greek Cypriot and Turkish Cypriot
communities and trade by each side with the rest of the world. Taking as its cue the low level of
trade and the European Commission’s reference to psychological barriers to Green Line trade in its
2007 report, the aim of this research was to ascertain whether there were psychological barriers to
intra-island commerce and to suggest practical steps to help address these and other barriers to
trade which were identified during our research.

A review of the literature, such as previous reports on the Green Line regulation, media reports
and the prevailing atmosphere in which trade is conducted, showed that apart from political and
structural impediments to trade, there were also other impediments that might be described as
"psychological." In order to investigate these, the authors held interviews with businesses,
business representatives, official bodies and opinion-formers on both sides of the island. In the
south, they focused on potential purchases of Turkish Cypriot goods and services, while in the
north, they focused on those selling goods to the south.

The authors found that psychological barriers do indeed exist and are reinforced by political
leaders and the media. Tackling the psychological barriers to trade requires a multi-layered
approach that touches all parts of society and needs political will and time to implement.
However, the process also needs a tangible basis. The authors therefore make some practical
suggestions that, by addressing some of the structural issues, can also help address the
psychological barriers. They are: openly to encourage trade; to tackle the practical obstacles to
trade; and to improve the dissemination of information. Within these abovementioned headings,
the authors make a number of practical suggestions.
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