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EXECUTIVE SUMMARY

i Turkey’s rapid growth and development over the last decade is one of the success stories of
the global economy. Today, Turkey is an upper middle income country with a population of 75 million
and a gross domestic product of US$735 billion, making it the 16™ largest economy in the world. It is the
Government's stated intention that Turkey becomes one of the world’s 10 largest economies by 2023, the 100*
anniversary of the founding of the Turkish Republic. Turkey is an EU accession candidate country, a member
of the Organization for Economic Cooperation and Development (OECD) and the G20, and an increasingly
important donor of bilateral Official Development Assistance (ODA). Turkey is one of the largest middle
income partners of the World Bank Group (WBG).

ii. Turkey faces significant economic risks going forward, including spillover from the European debt
crisis. With low domestic savings, Turkey’s economic growth relies on capital inflows to finance investments
and growth. The country’s large current account deficit and the composition of its financing remain critical
concerns. A weak outlook for global activity and more severe international funding strains have the potential
to spill over to Turkey. Turkey’s dependence on external financing has left the country prone to boom-bust
cycles, and the key challenge going forward is to deliver a soft landing, from the high growth rates in 2010
and 2011.

iil. Other countries, notably in the Middle East and North Africa, are looking to Turkey, with its gains
in income and social outcomes in recent years, as an interesting development model to emulate. Per capita
income almost tripled in less than a decade and now exceeds US$10,000. The Government’s 2023 “vision’
aims for per capita income to reach US$25,000. Poverty decreased from 28.1 percent in 2003 to 17.1 percent
in 2008, increasing by 1 percentage point to 18.1 percent in 2009 as a result of the global crisis. It is expected
to have fallen since then as labor markets, the main channel through which the crisis affected households,
recovered quickly, with seasonally adjusted unemployment at 9.1 percent and the employment rate at 45.4
percent in October 2011, improving on pre-crisis levels. Economic growth and social policies are behind these
achievements. The results of the nation-wide Health Transformation Program launched in 2003, for example,
include remarkable gains in the health status of the Turkish people, particularly among women. At the same
time, regional, gender, and other disparities persist, and inequality remains a challenge.

iv. This Country Partnership Strategy (CPS) aims to contribute to Turkey’s goal of fast, sustainable and
inclusive growth that respects the environment. Its design reflects priorities established in Turkey’s own
development frameworks, notably the Ninth Development Plan 2007- 2013 and the 2012-2014 Medium-Term
Program (MTP), and is intended to be flexible to adapt to changes. The main criterion for WBG support in
Turkey is its ‘strategic value-added’, through a combination of financing, analysis and advice, implementation
support to help address development challenges, and the sharing of global experience to provide benchmarks
and help inform the development and implementation of policies and programs.

V. The CPS has three main strategic objectives and pillars: enhanced competitiveness and employment;
improved equity and public services; and, deepened sustainable development. In pursuit of these objectives,
the Turkish government, private sector, civil society and the WBG plan to work together toward ten key
outcomes during the four-year CPS period, as set out in Figure A.

1  The Tenth Development Plan starting 2014 is under preparation.



Vi. Strategic Objective 1: ‘Enhanced Competitiveness and Employment’. Planned CPS activities include:
(i) support for the adoption and implementation of the National Employment Strategy currently under
preparation with Development Policy Loan (DPL) financing and analytical and advisory activities (AAA).
The aim is to enhance productive employment, particularly the activation of low-skilled youth and women
into formal employment and the expansion of employment activation programs, focused on skills upgrading;
(ii) support for investment and business environment reforms and the completion of the review of the national
competition policy framework; and, (iii) provision of medium and long-term funding to Small and Medium
Enterprises (SMEs) and exporters.

Figure A: Turkey CPS FY12-15: Strategic Objectives and CPS Outcome Areas
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Vii. Strategic Objective 2: ‘Improved Equity and Public Services’. Planned CPS activities include: (i)
increasing financing for early childhood education (ECE); (ii) strengthening the Ministry of Health's
stewardship functions (not its role as service provider); (iii) the development and implementation of the
private sector gender equity certification program; and, (iv) analytic and advisory work on state-owned-
enterprises (SOE) governance.

viii.  Strategic Objective 3: ‘Deepened Sustainable Development’. Planned CPS activities include: (i) policy
advice and financing to address energy, environmental and climate change challenges in a more integrated
manner; (ii) support for the completion of a water basin management strategy; and (iii) analysis, advice, and
investment financing, by IBRD and IFC, for the Sustainable Cities Program, which is grounded in Turkey’s
Integrated Urban Development Strategy and Action Plan 2010-2023.

ix. ‘Sharing Turkey’s Experience - Results, Knowledge and Capacity’ is a dimension of the CPS that
cuts across all three objectives. Turkey and the World Bank are exploring avenues to collaborate in sharing
Turkey’s successful economic and social reforms. Two areas of particular focus include: health sector policy,
reform, and performance; and disaster prevention and mitigation. The WBG intends to use its global network
to work with Turkey in sharing these experiences and successes with a wider international audience.



X. While Turkey will remain a large-scale borrower during this CPS period, the role of analytical
and advisory activities will grow in relative terms. Knowledge services and technical assistance add value
through the provision of analysis, global experience, and hands-on implementation support. Reflecting the
Government’s ongoing demand for analytical and advisory services, the share of AAA spending in IBRD's total
work program budget for Turkey steadily increased over the last four years. Responding to the Government’s
request for continued high levels of IBRD financing, the CPS FY12-15 envisages an IBRD financing program
in the order of up to US$4.45 billion. IFC’s own-account investment program in Turkey is expected to remain
in the range of US$425-500 million a year or, US$1.7-2.0 billion for the CPS period.

Xi. What we can learn from the past partnership with Turkey. The WBG is most effective when it
combines the skills of its three arms: IBRD, IFC and MIGA. Opportunities for mutually complementary work
are high in areas such as supporting SMEs, exporters, and energy efficiency investments, which will continue
to feature prominently in the new CPS. Lessons from the FY08-11 CPS include:

e The systematic development and maintenance of a policy dialogue in support of long-term strategic
goals, combining knowledge and lending operations, are vital to support reforms.

e The new engagement on environment and climate change, which started during the previous CPS,
illustrates the importance of identifying strategic entry points for policy dialogue and seizing
opportunities to strengthen engagement as country priorities evolve.

e Anincreased focus on monitoring and evaluation (M&E) during the last CPS period, welcomed by the
Turkish authorities, resulted in a deepening of the Turkey-WBG partnership.

e Inanumber of fields Turkey’s policies and reforms, some of which were conducted in partnership with
the WBG, have gained international recognition. This provides an opportunity for Turkey and the WBG
to work together in sharing knowledge and experience with countries in the region and further afield.

Xil. The outcomes of this CPS are subject to significant external economic risks. Increasing global
uncertainty and deteriorating prospects for economic growth and stability in Europe and other developed
economies create downside risks to global demand for Turkish exports, to output growth and correspondingly
fiscal performance, and to the availability of international private capital flows to finance Turkish investments.
The key to mitigating the most severe risks of further global economic disruption lies in sound economic
management - and in particular measures to contain and reduce the current account deficit. Over the medium
term, increased productivity, the expansion and diversification of exports, higher domestic savings, and
greater energy efficiency and diversification of energy sources are the keys to reducing Turkey’s reliance on
external finance. Turkey faces political and economic risks to the effective implementation of complex and
challenging reforms - which can however be mitigated through systematic policy dialogue, participatory
project preparation and implementation and evidence-based analytic work. Turkey also faces significant risk
of natural disaster as the recent, tragic earthquakes in the Van region have shown.






[. COUNTRY CONTEXT

Country Background and Political & Social Context

1. Turkey’s rapid growth and development over the last decade is one of the success stories of the
global economy. Today, Turkey is an upper middle income country with a population of 75 million and a
gross domestic product of US$735 billion, making it the 16™ largest economy in the world. Per capita income
almost tripled in less than a decade and now exceeds US$10,000. Standard & Poor’s upgraded Turkey’s
local currency credit rating to investment grade in September 2011.> Turkey has already met the Millennium
Development Goals (MDGs) for maternal and infant mortality as well as universal primary education, and
is well on the way towards meeting its other MDGs by 2015. Turkey is an EU accession candidate country,
a member of the Organization for Economic Cooperation and Development (OECD) and the G20, and an
increasingly important donor of bilateral Official Development Assistance (ODA).? Turkey is one of the largest
middle income partners of the WBG.

2. Economic growth has been aided by a long period of political stability. In June 2011, the Justice
and Development Party (AKP) won a mandate for a third-term of single-party government, with 327 seats in
Turkey’s 550 seat unicameral Parliament. Constitutional reform is high on the agenda. The Turkish people
approved an earlier package of constitutional reforms by referendum in September 2010. Parliament started
work on a new constitution in October 2011 and expects to complete a draft by the end of 2012*. Approval
of constitutional changes or a new constitution will require a two-third parliamentary majority (367 votes or
more), or a 60 percent majority (330 votes or more) and adoption in a public referendum.

3. Turkey’s regional and global role is growing. Turkey has set out to strengthen relations with countries
in the region, broadening its engagement with the Middle East and increasing its presence in Africa, the
Balkans, the Caucasus, and Central Asia. Recent political developments in the Middle East and North Africa
have focused regional and worldwide attention on Turkey’s political and economic system, inspiring other
countries. Prime Minister Erdogan acknowledged this interest in his June 2011 election victory speech, which
outlined Turkey’s willingness to extend and deepen ties across the region.

4. Turkey made gains in social outcomes - supported by a decade of economic growth. Poverty
decreased from 28.1 percent in 2003 to 17.1 percent in 2008 (using the national poverty line), but remained
unchanged in rural areas. Extreme poverty has virtually disappeared. Inequality has declined but still remains
a challenge. The crisis affected households mainly through the labor market. It led to a one percentage point
increase in the poverty rate in 2009 according to official estimates. Although more recent figures are not yet
available, poverty is likely to have come down after the crisis, as labor markets recovered quickly, with the
seasonally adjusted unemployment rate falling to 9.1 percent and the employment rate rising to 45.4 percent
by October 2011, improving on pre-crisis levels. Economic growth, social policies, and the nation-wide

2 S&P raised Turkey’s local-currency rating by one notch to BBB in September 2011 citing ‘continuing improvements’ in the country’s financial
industry and the expansion of local debt markets.

3  Turkey’s ODA increased almost 15-fold from US$67 million in 2003 to US$967 million in 2010 and is predominantly bilateral (2010: US$920
million bilateral versus US$47 million multilateral). The largest bilateral recipients are Afghanistan, Kyrgyz Republic, and Pakistan, followed by
Kazakhstan and Iraq. Turkey’s contribution to International Development Association’s (IDA) 16th replenishment was US$15.5 million, a share
of 0.06 percent, the same as it was in IDA15.

4 The Parliamentary Commission charged with drafting a new constitution aims to complete a draft by 2012.



Health Transformation Program launched in 2003, are behind these achievements. The health status of the
Turkish people has improved, particularly that of women. Maternal mortality fell from 29 deaths per 100,000
live births in 2005 to 16.4 deaths in 2010, while infant mortality fell from 25 deaths in 2005 to 10.1 deaths in
2010, meeting the MDG targets for maternal and infant mortality. There has also been an increase in access to
education, particularly among girls: Turkey has virtually achieved universal primary education and increased
secondary school enrollment to 69 percent.

5. European Union (EU) accession continues to be a priority. Turkey has a deep-rooted relationship
with the EU. The EU is Turkey’s largest economic partner, accounting for 46 percent of Turkish trade in
2010. Turkey became a candidate for full membership in the EU at the Helsinki summit in 1999. Accession
negotiations began in October 2005 and continue to progress, albeit slower than Turkey would like. Following
the June 2011 elections, the Government upgraded the institution which oversees EU accession into the new
Ministry for EU Affairs. Negotiations on 13 chapters of the Acquis Communautaire are currently open. One
of the 35 Chapters (Chapter 25: Science & Research) has been opened and provisionally closed. Turkey is
determined to continue its reforms on the way to EU accession, its strategic objective. Turkey has benefited
significantly from deepening integration with the EU through growing sophistication of both exports and
imports and access to financing®.

5 Golden Growth: Restoring the Luster of the European Growth Model (World Bank, ISBN: 978-0-8213-8965-2, 2012).




II. ECONOMIC CONTEXT

6. While Turkey benefits from strong private and public sector balance sheets, an externally-financed
demand boom has recently weakened Turkey’s resilience. Strong growth over the 2010-11 period has led
to a fast widening current account deficit. In the current uncertain external economic environment, risks to
growth (particularly in 2012) are significant. Recent economic developments are discussed below, followed
by a discussion of medium-term prospects and risks.

Recent Economic Developments

7. Turkey’s macroeconomic policies and structural reforms over the past decade have yielded robust
economic growth. Real GDP growth averaged nearly 7 percent during 2003-07, up from 4 percent during
the 1990s. Growth resumed rapidly after the 2008-2009 global crisis, at 9 percent in 2010 and 9.6 percent in
the first three quarters of 2011. Per capita income now stands at US$10,067. Public sector primary balance
averaged about 2.8 percent of GDP over 2004-10 and gross public debt as a percentage of GDP fell from 73.4
percent in 2002 to 45 percent in 2010, in spite of a moderate increase during the 2008-09 global crisis.

8. The credibility built with consumers, investors, and financial markets over several years allowed
the Government to adopt expansionary macroeconomic policies during the 2008-2009 global crisis. Turkey
suffered from a short but sharp fall in GDP (4.8 percent) in 2009. Imports and exports (which are concentrated
in pro-cyclical goods) both declined in 2009. Foreign direct investment slowed considerably from 2.3 percent
of GDP (US$17 billion) in 2008 to 1.1 percent of GDP in 2009 (US$6.9 billion). Unemployment reached a
high of 16.1 percent in February 2009, an increase of 4.2 percentage points compared with the same time in
2008. The authorities moved quickly to maintain confidence and liquidity in the banking sector (including
through a reduction in reserve requirements and the reintroduction of a ‘blind-broker” lending facility), and
implemented a set of employment measures, as well as fiscal stimuli. Between October 2008 and November
2009, the overnight interest rate was cut by a cumulative 10.25 percentage points. The general government
fiscal deficit increased sharply from 1.6 percent in 2008 to 5.5 percent of GDP in 2009, due mainly to the
operation of automatic stabilizers (such as the increase of approximately 1.8 percentage points of GDP in
budgetary transfer to the Social Security Institution (SSI)). Facilitated by expansionary policies, output is now
almost 10 percent higher than its pre-crisis peak, and the unemployment rate has fallen below 10 percent in
April 2011 for the first time since mid-2008, notwithstanding an increase in labor force participation. However,
Turkey faces the challenge of managing the financing of its high growth performance as well as increased
inflation rates.



Figure 1: Composition of Capital Inflows
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9. As rapid growth resumed in 2010-2011, Turkey’s current account deficit (CAD) rose from an eight-
year low in 2009 to historic highs during 2011, financed largely by short-term inflows. The CAD widened
from US$14 billion (2.3 percent of GDP) in 2009 to US$47.1 billion (6.4 percent of GDP) in 2010 and US$77.8
billion as of November 2011 (9.8 percent of GDP) on a 12-month rolling basis. Furthermore, the composition
of financing of the CAD deteriorated with the share of FDI in total inflows falling from 45 percent in 2007 to
18 percent in 2011 (Figure 1). Although energy accounts for a large share of the trade deficit (nearly 5 percent
of GDP on average in recent years), the non-energy balance contributed significantly to the deterioration. The
private sector accounted for the bulk of the CAD, and private external indebtedness increased correspondingly,
from US$188 billion in 2008 to US$202.2 billion in 2011. The high level and short-term nature of the financing
of the current account deficit will likely continue in the near future, with the associated risks of a significant
growth slowdown should Turkey be hit by growing risk aversion in global financial markets.

Table 1: Selected Macroeconomic Indicators (2005-2011)

GDP Growth (%) 8.4 6.9 47 0.7 -4.8 9.0 8.0
Investment (as % of GDP) 20.4 22.4 21.4 221 15.3 20.2 23.0
Domestic Savings (as % of GDP) 15.9 16.6 15.5 16.8 13.2 13.9 13.3
Unemployment Rate (%) 10.6 10.2 10.3 11.0 14.0 11.9 9.8*
CPI Inflation (%) (end-of-period) 7.7 9.7 8.4 10.1 6.5 6.4 10.5*
Public Sector Primary Balance/GDP, % 5.0 45 3.2 1.6 -1.0 0.8 1.2
Gross Public Debt/GDP 54.1 48.2 422 429 48.9 45.0 40.2
Gross External Debt/ GDP 3.3 9.5 38.5 37.8 43.6 9.5 41.3
CAD/GDP (%) 4.6 6.1 5.8 5.7 2.3 6.4 9.8
Reserves (billion US$) (including gold) 50.2 60.7 74.7 72.9 74.8 86.0 88.2*

Source: Undersecretariat of Treasury, Ministry of Development, CBRT, TURKSTAT, Bank Estimates for selected 2011 variables.
*actualized



10. High growth translated into continuing improvements in the headline fiscal balance, but primary
spending remains above pre-crisis levels. The general government fiscal deficit declined from 5.5 percent
of GDP in 2009 to an estimated 1.2 percent in 2011 and, after a crisis-related increase in 2008, the public debt
to GDP ratio has resumed its downward trend. The decline in the fiscal deficit reflects the strong cyclical
nature of tax revenues, but a comprehensive tax restructuring program and a reduction in the interest bill
have also contributed. However, primary spending remains significantly above the pre-crisis level, primarily
due to higher capital investment, wage and pension spending. Adjusting for cyclical factors, the underlying
structural fiscal position has loosened, from a structural primary surplus equivalent to 1.3 percent of GDP in
2007 to an estimated deficit of around 1 percent of GDP in 2011.

11. Facing difficult policy trade-offs, CBRT (Central Bank of the Republic of Turkey) has implemented
an ‘unorthodox’ policy, moving to a tightening stance in late 2011. A weak global economy, the crisis in the
Euro-zone, and the transition from large capital inflows and upward pressure on the lira in 2010 to declining
inflows and lira depreciation pressures in 2011 have created difficult economic policy trade-offs. In late 2010,
in response to surging capital inflows, CBRT adopted an ‘“unorthodox” monetary policy cutting overnight
interest rates in an effort to discourage portfolio investors from taking short-term ‘carry trade” positions in lira
assets, while at the same time increasing reserve requirements to curtail domestic credit. The lira weakened
significantly as a result, while credit growth began to slow following the introduction of macroprudential
measures by the Banking Regulation and Supervision Authority in June 2011. Prompted by concerns about the
global economy and early indicators of a domestic slowdown, CBRT reduced the policy rate by 50 bps in early
August. Since mid-October 2011, responding to an increase in inflation (primarily reflecting pass-through of
the cumulative 30 percent nominal depreciation since November 2010), CBRT has tightened monetary policy,
inter alia by increasing overnight lending rates and engaging in large-sale foreign exchange selling auctions
and direct interventions. As a result, the interbank overnight rate increased from 6.5 percent in December
2010 to 11.2 percent in December 2011, and the benchmark government bond yield rose from 7.11 to 11.04
percent during the same period.

12. Turkey has moderate public safety net capacity and readiness in the event of a sudden increase
in needs. Social assistance spending is still low by international standards (1.2 percent of GDP in 2010) but
growing fast (a budget increase of 40 percent in 2012). Large programs, such as the Green Card and the
Conditional Cash Transfer Program, coexist with a multitude of small programs. These programs are now
better integrated thanks to the creation of a new ministry in charge of all social assistance benefits and the
introduction of an Integrated Social Assistance Information System (ISAIS). The new system, along with efforts
to develop a single and improved proxy-means test for targeting all benefits, will enhance the responsiveness
of the social assistance system to future crises by determining eligibility automatically and objectively through
a single proxy-means test.

Medium-term Economic Prospects

13. Growth is expected to slow down significantly in 2012, before recovering to about 5 percent annually
in the medium-term. On the back of slower credit growth and falling domestic and foreign demand, a slow-
down in growth in the last quarter of 2011 is expected, following 9.6 percent GDP growth during the first
three quarters of 2011. The annualized weekly credit growth rate declined to 23 percent in mid-December
2011, less than half its peak of 50 percent in January 2011. Annual GDP growth for 2011 is expected to be
around 8 percent and about 3 percent in 2012. The medium term macroeconomic outlook beyond 2012 is more
favorable and, in line with Government’s Medium-Term Program, projects a GDP growth rate of around 5
percent per annum, driven largely by strong private-sector led domestic demand. The projected growth is
predicated on capital inflows financing a current account deficit of 5-6 percent over the medium term.



14. The growth path projected in the MTP is predicated on continued progress on Turkey’s unfinished
structural reform agenda. Such reforms include the implementation of the new commercial code and the
code of obligations, the labor market reform, measures to bolster long-term fiscal savings, and steps to reduce
the dependency on imports of fuel through an expansion of renewable energy use in electricity generation
and improvements in energy efficiency.

Table 2: Medium-Term Macroeconomic Projections and Targets

Growth (%) 29 4 5 5 5
CPI Inflation (%) (end-of-period) 7 52 5 5 5
Public Sector Primary Balance/GDP, % 1.3 1.1 1.4 1.7 1.9
Gross Public Debt/ GDP! 38.4 37.0 35.2 33.2 31.2
Gross External Debt/ GDP 42.6 43.0 42.6 41.8 41.1
CAD (billion US$) 63.7 66.0 66.4 64.9 61.1
CAD/GDP (%) 7.6 7.3 6.9 6.3 5.6
Reserves (billion US$) (including gold) 90.4 91.9 95.1 97.1 100.8

! World Bank staff estimates for total public debt stock (consistent with EU defined general government debt stock reported in MTP) and gross
external debt stock.
Source: World Bank Staff Projections

15. Despite the benign outlook in the baseline scenario, a combination of external and domestic factors
pose significant risks going forward, including spillover from the European debt crisis. With low domestic
savings, Turkey’s economic growth relies on capital inflows to finance imports. The country’s large current
account deficit and the composition of its financing remain critical concerns. Under a deepened crisis scenario
in the Euro zone and a corresponding sudden stop of capital inflows to emerging markets driven by a flight
to safety, Turkey could possibly face a renewed recession. See Annex 2 for the sustainability analysis.




II. VISION AND DEVELOPMENT
CHALLENGES

16. The Government of Turkey has set itself ambitious development goals. Turkey intends to be one
of the world’s 10 largest economies by 2023 - the 100" anniversary of the founding of the Turkish Republic.
The Government’s 2023 ‘vision’® aims for a gross domestic product of US$2 trillion; a foreign trade volume
in excess of US$1 trillion; per capita income to reach US$25,000; and, unemployment to decline to 5 percent.
Turkey also aims to complete full membership negotiations with the EU; further develop Istanbul as a leading
international financial hub; and, become the leading manufacturing and service provider both in the region
and beyond”’.

17. To achieve Turkey’s development goals and realize sustainable shared growth, the Government
is pursuing a wide range of economic policies and structural reforms, set out in its Ninth Development
Plan for 2007-2013,® 2012-2014 Medium-Term Program, and annual programs. Priorities include: (i) sound
macroeconomic and related structural fiscal policies to maintain stability and reduce short and medium term
vulnerabilities; (ii) investment climate, labor market, and skills reforms to increase competitiveness and create
jobs, especially for women and youth; (iii) fundamental education reforms and continuing health and social
welfare reform to increase productivity and help share the gains from growth through equal opportunities;
and, (iv) continuing energy and water sector reforms and investments to increase energy efficiency, the use of
renewable energy, improve energy security, help reduce greenhouse gas emissions, and mitigate and adapt
to climate change.

The Challenge of Enhancing Competitiveness and Employment

18. For the last decade the Government’'s rolling multi-year programs have been grounded in
macroeconomic policies and financial reforms to support sustainable public and external debt positions.
During the 2001 banking crisis, GDP contracted by 5.7 percent and the country embarked on a concerted path
of structural reforms. These reforms included, inter alia, improving fiscal and public financial management
and revamping the framework for macroeconomic management, within which an independent CBRT is
now responsible for inflation-targeting and the lira floats freely against other currencies. The effect of these
reforms has been pronounced. The International Monetary Fund (IMF) defined public sector primary balance
averaged about 4.5 percent of GDP over 2004-07 and, after more expansionary policies in 2008-2009 during
the global crisis, the primary balance reverted to 1.6 percent in 2010. Gross public debt fell sharply from 73.4
percent of GDP in 2002 to 45 percent in 2010. Strengthening private and public sector balance sheets in the
aftermath of the 2001 crisis made Turkey resilient when the global economic and financial crisis hit in 2008,
but growing external imbalances during the recovery have since eroded some of this resilience.

19. The overarching macroeconomic goal of the Government’s medium-term program for 2012-14 is
to maintain robust growth and generate employment by improving competitiveness and increasing and
diversifying exports, thus helping to contain and reduce the current account deficit. As Turkey’s openness
to trade - measured as the share of imports and exports in GDP - increased modestly over the last decade,
one target is to achieve exports of US$500 billion by 2023, up from US$114 billion in 2010. Meanwhile, the
composition of exports by sector underwent changes with a switch from textiles and garments to machinery

6 See Prime Minister Erdogan’s Justice and Development Party’s (AK Party) election manifesto for 2011, called ‘“Target 2023".
7 Turkish Economic Policies Research Center (TEPAV): “Turkey’s Growth Puzzle’, March 2011.
8  The Tenth Development Plan starting 2014 is presently under preparation.



exports. Turkey’s trade with the EU-27 also changed as in particular Germany’s share of total exports fell
from 20.7 percent in 1997-99 to 10.5 percent in 2007-09. In 1997-99, the top five destinations for Turkey’s
exports (Germany, the United States, the United Kingdom, Italy, and France) accounted for 45.9 percent of
total exports but in 2005 the top five (Germany, the United Kingdom, Italy, France, and Iraq) accounted for

only 40.4 percent of total exports.

Figure 2: Diversification of Turkey’s Export Markets over 1997-2010
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20. Creating more and better jobs for Turkey’s young and growing population is the most important
medium-term challenge. Although the labor market adjusted flexibly after the international financial crisis, it
remains characterized by low activity rates and low labor productivity, especially among women and youth.
Less than half of the working-age population (15-64 year olds) is employed, 20 percent below the OECD average,
and the employment rate of women is especially low (26.5 percent). About 31.1 percent of youth (15-24 year
olds), mostly women, are neither working nor attending school — the highest share of inactive youth among
OECD countries. Job informality (defined as jobs without social security benefits) has fallen remarkably, but
still affects 43.3 percent of workers (29.1 percent excluding the agricultural sector), contributing to Turkey’s
lower labor productivity compared with OECD and other peer countries. Urbanization, agricultural labor
shedding and a still rapidly growing working-age population (until 2020) will continue to put pressure on

the labor market.

21. The Government’s prioritization of the labor market and jobs agenda will allow Turkey to use its
gradually closing demographic window and lay the basis for the creation of more and more productive
jobs as early as possible. The Government introduced an action plan to reduce informality in 2008. The
2008 labor reform reduced non-wage labor costs and opened Active Labor Market Programs (ALMP) to all
registered unemployed. Subsequently, the Government expanded the coverage and increased the relevance
of ALMPs, with a focus on vocational training. The 2011 Omnibus Law reduced disincentives to part-time
work and extended the program of subsidies to new employees (particularly women and youth).

22. The Government is preparing a new National Employment Strategy, which will include a focus on
making labor markets more flexible while increasing the protection of workers. Policies and reforms under
discussion include: more flexible contracting, including reduced restrictions or disincentives for part-time,
fixed-term and temporary work; the introduction of pre-funded severance accounts and an increased coverage
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of unemployment insurance; and an enhanced enforcement of labor laws and awareness-raising to reduce
informality. Also under consideration are efforts to further scale up employment activation programs and
services, particularly among low skilled youth and women, in a cost-effective way through better targeting
and profiling (so that the package of services is adapted to the needs of the jobless) and linking the receipt of
social benefits to activation. The new National Employment Strategy will complement ongoing and planned

reforms to improve secondary education curricula to build job-relevant skills, increase program choice and
flexibility in secondary education, and raise quality assurance in higher education.

23. Building skills for work, entrepreneurship, and innovation will enhance productive employment.
Half of the working-age population has less than basic education and this group accounts for 64 percent of
the jobless and 65 percent of informal workers. Younger workers are better educated and skilled, but still lag
behind their counterparts in OECD countries. Turkish firms cite skills as the third most important constraint
to business operations after credit availability and corruption. The Government is focusing on challenges
like building a strong foundation through early childhood education, getting basic skills right through basic
education, and building job-relevant skills through high quality secondary and higher education, as well as
upgrading skills and reducing employment barriers particularly for low skilled youth and women.

24. Continuing efforts to improve the business regulatory regime will also be important in enhancing
private sector competitiveness. Turkey has made strides to improve business regulation, partly through
closer consultation with the private sector. This has been most notably done through the Committee for
the Improvement of the Investment Climate (YOIKK) platform. However, challenges remain with red tape
continuing to impose a significant cost on businesses.” The lead agency in regulatory reform, the Prime
Ministry, is addressing these challenges in the preparation of a national strategy for regulatory reform. This
is expected to focus on improving intra-government coordination, better documentation of the many relevant
laws and secondary regulations, and on a pilot project for administrative simplification.'

25. Turkey has made progress in promoting more competitive domestic markets, and the authorities
have identified and set out to address remaining challenges, particularly in the area of state-owned
enterprises. Turkey has strengthened the application of antitrust and merger control policies, achieving a
high level of alignment with the EU. Since the early 2000s a significant privatization program was launched
reducing the share of SOEs net sales to 23 percent (2009) of the largest 500 firms. The share will go down further
as the energy privatization progresses. However, it remains a reform agenda as government ownership is still
prevalent in Turkey in some areas of the economy." Moreover, these companies receive state support and
often regulatory functions are not clearly separated. This risks distorting the market and creating a non-level
playing field for potential private entrants and investors.

26. The Government recognizes the importance of innovation to increase long term growth. Innovation
can serve as a ‘silent engine of prosperity,” spurring sustained wealth and growth. It can lead to the expansion
of an internationally competitive SME sector to complement Turkey’s globally integrated large corporations.
Public and especially private sector R&D spending can help boost the productivity of existing firms and
stimulate the creation of new innovative businesses. While Turkey still has ample scope to grow by adopting
frontier technologies from abroad, it shares with many European countries the challenge of promoting
product and process innovation among its SMEs, which account for 27 percent of total output and 80 percent
of employment.

9 According to the World Bank’s 2008-2009 Enterprise Survey, the share of senior management’s time spent dealing with requirements imposed
by government regulations averaged 27 percent in Turkey compared to an average for Europe and Central Asia Region of 15 percent.
10 Enhancing technical capacity in the area of impact analysis and better measure costs to businesses and citizens of regulation.
11 Source: Treasury SOE Statistics; Fortune 500 company list; and staff calculation.
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27. Deeper and broader financial markets will promote investment and competitiveness. Turkey’s
financial system has deepened since the 2001 crisis, with financial system assets amounting to 105 percent of
GDP in 2010. However, despite a relatively large number and variety of non-bank financial institutions, the
market share of the banking sector, already relatively high, has increased. Moreover, despite recent gains,
the maturity profile of both assets and liabilities remain short term in nature, with the average maturity of

deposits oscillating at around 45 days, and just about half of loans bearing a remaining maturity of one year or
less as of end-June 2011. Turkey is still relatively under banked, with a credit to GDP ratio of about 50 percent.

28. Turkey’s financial services coverage is particularly low in rural areas and among female-owned
enterprises. Expanding access to finance is critical for both farmers and agro-processing companies-
especially in the SME segment-to upgrade productive assets, compete with EU counterparts and move
towards compliance with European Union food safety standards. In Turkey, women-owned businesses
represent almost 40 percent of registered SMEs, of which only 15 percent have access to finance. The banking
environment does not encourage women to receive bank financing.

29. Productivity and competitiveness have been rising in agriculture and rural areas, but more slowly
than in other sectors and urban areas — and government policies and programs aim to address the challenges
of rural competitiveness; rural area job creation; and, rural-urban migration. Although Turkey is a leader
in the production of a number of crops with export potential, limited technical and human capacity and
non-compliance with EU food standards (the largest potential market for Turkey’s agro exports) constrain
the development of Turkey’s agri-business sector. Agricultural polices aim to bring agriculture in line with
EU standards, with a particular emphasis on agri-business modernization. The Government aims to develop
policies toward measures that support private investments in rural areas, including the agri-food sector, as
well as in R&D and human resources to create rural opportunities and help boost efficiency, competitiveness
and improve market access. The Government is in the process of strengthening water management to address
energy, agricultural, environmental, and climate challenges. Possible government interventions may include
programs for modernizing agri-food processing; an innovative rationalization of land consolidation; and,
integrated approaches to water basin management and strategic regional development.

The Challenge of Improving Equity and Public Services

30. While average social outcomes have improved, large inequalities persist, starting at a very early
age and reinforced in school. Turkey’s Human Development Index (HDI) has increased from 0.671 in 2005
to 0.699 in 2011, putting Turkey in the high human development group, although its index remains below the
OECD average. However, Turkey’s inequality-adjusted Human Development Index (IHDI) —which adjusts
for inequalities in health, education and income measures —is 23 percent lower than its nominal HDI. A large
share of this inequality is explained by factors outside of individuals’ control: one third of wealth inequality is
explained by factors like birth place and parental education. Inequality of opportunities transcends generations
and thus appears from a very early age, limiting the ability of poor children to succeed in life: 29 percent of
0-5 year olds in the low opportunity group suffer from stunting (very low height for age, an indicator of
malnutrition), compared to only 3 percent of the high opportunity group.'? Similar differences can be seen in
child care and preschool use. These differences are reinforced by the school system, leading to differences in
educational achievement and learning outcomes.

12 The low opportunity group includes children who live in rural areas, with parental educational attainment of primary school or less and
households where the mother tongue is not Turkish. The high opportunity group includes children who live in urban areas; where the
mother has at least secondary and the father at least tertiary education, and where the mother tongue spoken at home is Turkish. For further
information, see Turkey: Equality of Opportunities and Early Childhood Development (World Bank, Report No. 48627-TR, February 2010).
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31 The Government plans to expand early childhood education (ECE) to help correct inequalities at
an early stage by providing a strong foundation for all children. Adding one year of pre-school education
in Turkey could increase family incomes by 8 percent, reduce the number of poor families by 11 percent, and
increase female labor force participation by 9 percent. A plan is underway to achieve universal enrollment
of five-year olds by 2014." Building on this plan, the further expansion and improvement of ECE could be
supported by increased public funding; targeted resources for disadvantaged children and lagging provinces;
a quality assurance system, including education standards and a mechanism for monitoring and enforcing
them; and, reaching out to groups including the private sector and NGOs to complement government efforts.

32. The Government aims to improve teacher quality and education service delivery in low performing
schools to help promote equal opportunities and provide all children with basic skills. The average 15 year
old in Turkey is still about one full school year behind the average OECD student. However, performance
varies across schools and regions: while students in Science and Anatolian high schools perform at OECD
levels, other schools (accounting for 75 percent of students) perform below. These inequalities are partly rooted
in the secondary education entrance exam and the system of private tutoring centers that it has generated —a
system that the Government is reviewing and targeting to eliminate its demand. Efforts are under way to
expand and improve in-service teacher training. Other key challenges and opportunities for improving the
education service delivery system and learning outcomes lie in developing a more objective and transparent
education financing system that allocates funding according to costs, providing additional resources to
disadvantaged schools, and increasing school financial autonomy and accountability at all levels.

33. Gender equality has improved in education and health, but large inequalities remain in the access
to economic opportunities. There are virtually no differences in vaccinations and stunting between 0-5 year
old boys and girls. Maternal mortality has been sharply reduced. Virtually all girls and boys attend primary
schools and, in 2011, girls” secondary enrollment rate of 66 percent lagged 6 percent behind the 72 percent
for boys. However, only about one quarter of women work (as opposed to 67 percent of men), 60 percent
of women work in the informal sector (37 percent of men), and only 9 percent of firms have a female senior
manager. Even among youth, 48.1 percent of women neither work nor attend school or training (21.6 percent
of men). Improving women'’s access to more and better jobs as well as opportunities for entrepreneurship will
increase total productive employment in Turkey. Indeed, a 6 percentage point increase in the proportion of
working women might increase income by 7 percent and reduce poverty by 15 percent.

34. Turkey’s Health Transformation Program has produced gains in the access to and quality of
health services since 2003, leading to cumulative improvements in aggregate health outcomes.” The
family medicine model is already operational nationwide and Universal Health Insurance covers most of the
population’®. Both internal factors (increased social security and health service coverage) and external factors
(rising demand for new and expensive technologies, population ageing and the rising incidence of non-
communicable diseases) will drive up health care costs in the coming years. Global expenditure caps have
helped to contain health spending in the short term, but addressing the underlying drivers of health spending
could further strengthen the long term sustainability of the health system. To sustain high performance, the
Government is pursuing further reforms to increase the efficiency of health spending, including: a review of
the basic benefits package, improvements to the current provider payment and cost containment mechanisms
(through measures such as the expansion of diagnosis-related group payments for hospital inpatient and
outpatient services to all hospitals), strengthened pharmaceutical policies, hospital autonomy, and the
introduction of incentives for family medicine providers to act as gatekeepers to the system, particularly in
strategic areas like Non-Communicable Diseases.

13 Turkey: Equality of Opportunities and Early Childhood Development (World Bank, Report No. 48627-TR, February 2010).
14 School report cards may be one tool for increasing school accountability.
15 For example, maternal mortality fell from 29 deaths per 100,000 live births in 2005 to 16.4 deaths in 2010. Infant mortality also decreased,
dropping from 25 to 10.1 per 1,000 live births in the same period.
16 Starting from January 2012, the cost of health services provided to citizens covered by non-contributory health insurance (formerly known as
the Green Card Program) will be part of SSI's balance and financed through the overall government transfers to the SSI.
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35. Turkey’s 2008 social security reform improved the coverage of public pensions and is expected
to yield significant savings - but these are insufficient to ensure pension system balance over the long
term. Pension spending in Turkey is still modest in comparison to high income OECD countries at around
7 percent of GDP, reflecting a relatively young population. However, more than half of pension spending is
financed through budget transfers. This is due to the high system dependency ratio (fewer than two people
contributing per beneficiary), unusual for a country with a young and growing population, resulting from
generous eligibility for public pensions (early retirement, low minimum years of service). The 2008 reform
adjusted pension parameters, gradually increasing the retirement age and contribution period and reducing
the accrual rate. But the adjustments are phased in over a period of several decades, too slow to counter
the effects of rising coverage and a maturing population on pension system deficits which are expected to
remain around 3 percent of GDP until the middle of the century. To improve the long term sustainability of
pensions, additional parametric adjustments of public pensions, increased formal labor force participation,
and expanded private pensions would be necessary. Current efforts to reduce social security deficits are
focused on reducing informality through better monitoring; enforcement and awareness; and, containing
health spending.

36. The Government is taking steps to develop an integrated social assistance system and expand
targeted social assistance to help welfare recipients out of poverty. Social assistance spending increased
rapidly in recent years, but remains low by international standards (1.2 percent of GDP). Coordination across
social assistance programs has been limited in the past. After the June 2011 election, the Government combined
responsibility for all central government social assistance benefits under the new Ministry of Family and
Social Policies. The Government is implementing a new Integrated Social Assistance Information System,
with a single proxy-means test to target benefits more effectively. All beneficiaries of social assistance who are
able to work are required to register with ISKUR.

37. Building on the achievements in reforming the public financial management system, both in
sectors (like health and social assistance) and the central government at large, Turkey is now focusing on
implementation issues and an extension of the reforms to the rest of the public sector. At the central level,
the Government is planning to amend the Public Financial Management and Control Law, drawing on five
years of experience with the systems the law established. Strengthening the link between plans, programs and
budgets will be one priority for the Government —for example by moving towards a program based budget
classification that is compatible with the existing budget code. Other areas include the full implementation of
the new external and internal audit framework, the complete integration of the internal audit function, and
improvements in the commitment monitoring system. In addition, the Government plans to broaden and
deepen reforms in the public financial management and accountability framework for local administrations,
where progress has been lagging to date, in part due to the weak capacity of many local administrations. The
Government also plans to prepare a new governance framework for state-owned enterprises (SOEs), with a
view to improving the transparency, accountability and efficiency of SOEs while promoting private sector
entry and investment in markets where SOEs participate.

38. The Government is planning to advance Turkey’s decentralization agenda, with a focus on
improving public service delivery while maintaining fiscal discipline. In its 2012 Annual Program, the
Government announced its intention to prepare new legislation on local administrations” own revenues. This
will complement the previous efforts to reform intergovernmental fiscal relations.



Box 1: Implementing Governance to Underpin Economic Growth

Overall, Turkey is ahead of other upper middle income countries, as well as of countries in the Europe and
Central Asia region, in many governance indicators. Significant strides have been made in introducing an
appropriate legal framework to address governance challenges. However, implementation issues exist, as well
as more generally access and use of information by civil society'. This box provides a summary of governance
challenges in the public and private sector, focusing on areas where the authorities and the World Bank have
partnered in the past and intend to continue work during this partnership strategy:

Governance and the Public Sector:

Public Financial Management Performance: A 2010 benchmarking study highlights areas for improvements in
downstream budget management, including internal control and audit systems and commitment monitoring.
It also indicates that the modernization of external audit has not kept pace with progress in other parts of the
public financial management system. The new Turkish Court of Accounts (TCA) Law, enacted in 2010, expands
the mandate of the TCA to cover the entire public sector, introducing financial and performance audits in line
with international standards and providing the legislative basis for improved control.

Legal Framework against Corruption: A national Anti-Corruption Strategy and Action Plan were adopted in 2010,
with a focus on preventative and awareness-increasing measures. The adoption of specific provisions in the
Criminal Code, and legislation on public procurement, public financial management, right to information,
and asset declaration strengthened the legal framework. Enforcement efforts have been enhanced through
the establishment of agencies such as the Public Procurement Agency, the Ethics Board, the internal Audit
Coordination Board and a more autonomous Revenue Administration Office. More streamlined procedures
for tax administration; customs; and business licensing have increased efficiency and reduced opportunities
for corruption. Judicial Reform and ‘Fight against Informality” Strategies have been prepared, and action plans
are in place to follow through on implementation.

Governance and the Private Sector:

Licensing Procedures: Turkey lags behind comparator economies in offering efficient and transparent licensing
procedures. OECD indicators of product market regulation show that administrative procedures in Turkey
remain opaque and continue to impose high entry barriers on new market players. Compared to EU countries,
for example, start-ups in Turkey have to undergo more mandatory steps, need to interact with more public
and private bodies, spend more time and money to complete registration requirements, with no single contact
points (‘one stop shops’) for obtaining information and for issuing licenses. Moreover, according to the World
Bank’s 2008-2009 Enterprise Survey, the share of senior management’s time spent dealing with requirements
imposed by government regulations averaged 27 percent in Turkey, compared to an average for the Europe
and Central Asia region of 15 percent.

Corporate Governance and Contract Enforcement: The implementation of a New Commercial Code (to become
effective in June 2012), together with additional steps to reduce red tape, will play a significant role in improving
corporate governance in Turkey. The main approach of the new Code is to introduce more transparent
corporate governance principles, with the aim of fostering trust in the financial positions of Turkish companies
and thus increasing their global competitive strength. The four main pillars of the code are: Transparency,
Accountability, Regulatory Innovation and Fairness. It is expected that Turkey would improve its score in the
‘protecting investors” indicators in the World Bank’s Doing Business ratings following this reform.

1 A detailed report on governance in Turkey has recently been prepared by Global Integrity. Comparative data can also be found in annual
reports by Transparency International, the Bertelsmann Transformation Index and the World Bank Institute Governance indicators. The
Business Environment and Enterprise Performance Survey provide information on governance issues seen from the perspective of the private
sector. This box draws on these and other public sources.
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The Challenge of Deepening Sustainable Development

39. Building on fundamental energy sector reform, which accelerated over the last decade, Turkey is
moving to develop an increasingly reliable and efficient energy supply, while seeking to mitigate climate
change. After a temporary slowdown during the global crisis, energy demand is growing rapidly, particularly
electricity demand (which grew by 7 percent in 2010), mirroring the rebound in economic growth. Turkey has
added significant new generation capacity - 11,400 MW between 2008-11. Future demand growth however,
is projected to be around 6.5-7.5 percent per annum, and forecasts suggest that in the absence of continued
large-scale investments in generation and under average hydrological conditions, Turkey could begin to see
supply shortages by 2015/16. Challenges include:

i. Import dependency: Energy imports (mostly oil and gas) account for over 20 percent of Turkey’s imports
and about 50 percent of the current account deficit. Natural gas now accounts for almost half of total
electricity generation, and has the largest share of primary energy supply (at 31 percent, followed by oil
at 28 percent). Turkey’s dependence on imported gas could therefore increase energy security risks - in
terms of both volume and price. Growing diversification of energy supply, particularly through renewable
resources, could help reduce this import dependence over time.

ii. Legal and regulatory framework strengthening for more hydro energy: Turkey’s target is to utilize its estimated
140 TWh of economic hydro potential, of which about 40 percent has been exploited. Further development
requires addressing potential cumulative environmental effects and dam safety issues.

iil. Transmission network investments for more wind energy: Turkey’s target is to reach a wind generation capacity
of 20,000 MW by 2023 from just above 1,300 MW in 2010. Wind generation is decentralized, has a short
construction period and produces electricity intermittently with substantial variations. The challenge for
the transmission system is therefore the large-scale implementation of the still largely untested licensing
and grid connection mechanisms like SmartGrid applications.

iv. Climate change mitigation through energy efficiency: Turkey’s economy is relatively energy intensive -
requiring 0.26 ton of oil equivalent (toe) for every US$1,000 of GDP, compared with the OECD average of
0.18 in 2008. A recent World Bank study'” estimated that in industry and buildings alone, the total energy
saving potential is about 27 percent or 15.1 million tons; about 20 percent of annual energy imports. The
systematic pursuit of energy efficiency is therefore a priority and critical for Turkey’s energy security,
macro/fiscal stability, competitiveness, climate change mitigation and environmental sustainability.
The Government has taken many of the required legal, regulatory/pricing and institutional measures to
promote energy efficiency and is supporting the financing of investments through specialized targeted
credit lines.

40. The sustainable management of natural resources and nature protection are growing in importance
as long-term challenges for Turkey, along with climate change adaptation. Turkey’s natural resources face
increasing pressures from growth in energy use, industry, transport, tourism, and agriculture resulting in
water stress, soil erosion and pollution. At the same time, Turkey is also one of the most vulnerable countries
in Europe and Central Asia to climate variability and change because of its location and the condition and
sensitivity of its natural resource base. Issues include: water stress—with Turkey already being considered a
‘water-stressed” country by international standards;'® and severe land degradation —with more than 59 percent
of Turkey’s land area suffering from severe erosion, and forest cover now at 26 percent, down from 70 percent
originally. Turkey is already addressing a range of regulatory and institutional reforms in the environment and
forestry sectors and prioritizing investment programs in infrastructure, pollution mitigation, and afforestation.
Measures to address these challenges are now becoming a priority for the Government. Negotiations on the
EU Chapter on Environment were opened in December 2009.

17 Tapping the Potential Energy Savings in Turkey (World Bank, Report No. 52210-TR, January 2011).
18 Turkey’s renewable water resources are estimated around 1,500 m® per capita per year, expected to further drop in the future as a result of
climate change and resource exploitation.
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41. Cities are at the forefront of Turkey’s sustainable development agenda. The pace of urbanization in
Turkey has transformed what was a predominantly agrarian economy in the 1950s with only 4 million Turks
living in cities (25 percent of the total population) into a globally competitive industrialized economy with
over 70 percent of its population in cities. While cities enabled this economic transformation, bringing human
capital, innovation and know-how to urban centres, they have also brought new sustainability challenges.
For instance, motorization rates have increased more than ten-fold over the past 30 years (15 vehicles per
1,000 persons to 190 vehicles per 1,000 persons), adding congestion costs to growing metropolitan areas.
Housing shortages have driven up rents, causing informal settlement expansion in precarious locations with
inadequate services and sub-standard housing vulnerable to seismic risks. Longer planning horizons will
be important for improvements in the sustainability of Turkish cities-as will improved land-use planning
and a shift to life-cycle costing of investments, which may entail higher upfront capital outlays but reap
better economic returns over the long term. The Government’s newly issued National Integrated Urban
Development Strategy (KENTGES 2011) reflects these progressive urban planning principles.

42. Turkey is vulnerable to natural disasters, particularly earthquakes. Within the nation’s high-risk
context, Istanbul is most vulnerable due to its seismic-prone location on the North Anatolian Fault, and its
high population and commercial/industrial densities. The Government has made progress in strengthening
the national emergency management system, and the local system in Istanbul. In addition, a large program of
seismic retrofitting of public buildings in Istanbul is an internationally respected showcase. However, much
remains to be done to replicate the experience of Istanbul in other high-risk areas in Turkey, and to expand
the current mitigation actions to include private and commercial buildings. Disaster mitigation, including
preparation for long-term effects such as climate change, remains a focus of Turkey’s urban development
agenda.






IV. TURKEY-WORLD BANK
GROUP PARTNERSHIP

Previous Country Partnership Strategy

43. During the FY08-11 CPS, Turkey achieved substantial development results, while weathering
the impact of the global economic crisis, with the World Bank Group playing a catalytic role. Sound
government policies were at the heart of Turkey’s strong overall economic performance. Policies, programs,
and projects realized in partnership with the WBG produced concrete development results. For example,
electricity transmission and peak capacity increased by 60 percent between 2002 and 2010. The health system’s
greater reach and efficiency improved health outcomes throughout the country, and has gained international
recognition. The progress made by Istanbul’s Governorship in strengthening the city’s resilience against
earthquakes, and disaster response preparedness, is considered an international model. Most CPS milestones
were achieved or partially achieved (see CPS Completion Report, Annex 3).

44. Over the course of the previous CPS, Turkey’s partnership with IBRD, IFC and MIGA, while
strategically focused, grew in size, importance, and strength —with a timely scale-up of WBG financial and
knowledge services during the global crisis:

a) Increased financing: Turkey became IBRD'’s second largest client, with US$12.9 billion in outstanding
commitments at the end of FY11. Total new IBRD financing commitments in the CPS were US$7.6 billion,
an increase of US$1.4 billion from the originally envisaged US$6.2 billion, reflecting increased financial
support to help address the impact of the global financial crisis. IFC delivered US$2 billion in financing
in 45 projects: 41 percent in the infrastructure sector; 38 percent in the financial sector; and 21 percent in
manufacturing, agribusiness and the health and education sectors. Turkey is now MIGA’s second largest
client, with a growth in gross exposure from US$671.8 million at the end of FY08 to US$951 million at
end-FY11.

b) Extensive demand-driven knowledge and technical assistance: IBRD’s large program of analytic and
advisory (AAA) services focused on supporting Turkey’s policy and reform priorities. It featured 52
knowledge products, many of which were prepared jointly with Government and in collaboration with
other development partners. Topics included, inter alia, work on public financial management; informality
and savings; energy sector reform and regulation; food safety, and watershed management, education
quality, female employment and gender certification, and the (in)equality of opportunities, the investment
climate, competition and business regulation, and corporate bond market development.

45. The CPS’ flexible framework enabled the World Bank Group to support Turkey in attaining results
beyond the strategy’s original scope. The WBG was able to respond to Turkey’s request for additional
support, and to adapt the composition and sequencing of analytical work and financing to help address
urgent new challenges, while keeping a focus on longer-term development priorities. The CPS also permitted
Turkey and the WBG to launch a new collaboration on climate change and environmental management.
The initial strategy had not elaborated program activities in the areas of climate change and environment,
but recognized and allowed for the possibility of developing collaboration later. Such collaboration indeed
developed later, including through both analytic work and financing, and is expected to grow in the new CPS.



46. Leveraging the capabilities of the entire World Bank Group in strategic sectors strengthened the
partnership. Work on private sector development is a good example. IBRD was able to focus on medium
and long term policy issues, for example through investment climate assessments (ICAs) and the preparation
of a roadmap for the development of the Turkish corporate bond market. IFC focused on infrastructure
projects, mobilizing US$1.6 billion through private financial institutions, and helped to strengthen firms’
competitiveness and international expansion including to the Balkans, Russia, Georgia, Tunisia, and Egypt.
Both IBRD and IFC scaled up financing for SMEs and exporters during the global crisis when such financing
was urgently needed —serving a broadly complementary customer base. MIGA also supported the private
sector, and assisted Turkish companies looking to expand abroad - there were five active projects guaranteeing
these sorts of investments at the close of the last CPS.

Lessons from the FY08-11 Country Partnership Strategy Completion Report

47. Lesson 1: The systematic development and maintenance of a policy dialogue in support of long-term
strategic goals, combining knowledge and lending operations, are vital to support reforms. Major policy
and legislative reforms can take time to implement; therefore flexibility and patience are critical for ensuring
good results. Collaboration on the Commercial Code (seven years in preparation) provides an example of the
value of long-term engagement from the previous CPS. To increase success, the full integration of combined
analytical work and policy financing into national development plans and medium-term programs is critical.
The programmatic structuring of work, in the form of modular interventions which build on each other
sequentially, is particularly effective.

48. Lesson 2: The new engagement on environment and climate change, which started during the
previous CPS, illustrates the importance and value of carefully identifying strategic entry points and
seizing opportunities as country priorities evolve. Turkey and the WBG agreed not to use the environment
as a pillar in the CPS FY08-11, reflecting limited advancement of the environmental agenda during 2004-
2007 and a decision to consider a possible re-engagement, at Turkey’s initiative, during the 2008-2011 CPS
period. Turkey’s accession to the Kyoto protocol and the opening of the Environmental Chapter of the EU
Acquis in 2009 provided the opportunity and strategic entry point for a new engagement on this topic. This
opportunity grew out of the Turkey-WBG partnership on energy. The electricity DPL series was broadened
into the Environmental Sustainability and Energy Security (ESES) DPL series, with three components: energy,
climate change, and environmental sustainability. This work led to collaboration in preparation for the 2012
UN Sustainable Development Conference (Rio+20). IFC used its support for Turkey’s liberalization program
to secure low carbon solutions to meet growing electricity demand.

49. Lesson 3: A strengthened focus on monitoring and evaluation (M&E), welcomed by the Turkish
authorities, became a vehicle for further developing the Turkey-World Bank Group partnership. Turkey
and the World Bank established a rolling programmatic Joint Portfolio Progress Report (JPPR) to collaborate
in strengthening monitoring and evaluation and the results focus of government and WBG-supported
programs. The World Bank also provided technical assistance on M&E financed by the IDF, and Turkey and
the World Bank were partners in many task-specific M&E activities during the CPS period, including special
efforts to include results frameworks in all AAA activities, with the intention of strengthening the World
Bank’s own approach to M&E.

50. Lesson 4: In a number of fields Turkey’s policies and reforms, conducted in partnership with
the World Bank Group, have gained international recognition. Examples include health, energy market
development, and disaster risk management. This experience provides a basis for further such Turkey-WBG
collaboration in this CPS. Turkey and the WBG plan to expand their partnership by working together on
enabling knowledge sharing and contributing to development with other countries both in the region and
globally.



51. The World Bank Group will continue to be most effective in its partnership with Turkey by
leveraging its three arms: IBRD, IFC and MIGA. Turkey and the WBG expect to continue the approach to
private sector support in the previous CPS—where all parts of the WBG provide complementary financing
and services to Turkish clients.

Stakeholder Consultations and Client Country Survey

52. The 2011 Client Country Survey, conducted in preparation for the new CPS, presented a broad
range of opinions on the World Bank Group’s work in Turkey. Development priorities for Turkey-
WBG partnership identified by respondents were education with an emphasis on skills; environment and
natural resource management; employment; energy; and disaster preparedness'. These choices are broadly
consistent with the priorities identified in this CPS and the analysis presented in the CPS Completion Report.
Development priorities were as follows: rural development, increased job opportunities in the formal sector,
enhancing opportunities for private sector growth and investment, access to pre-school education, and
economic growth. With the exception of rural development, these sector priorities largely mirrored work
carried out in the previous CPS. Less positively, respondents noted the slowness and complexity of processes
as the WBG's greatest weakness in Turkey, and identified interaction with stakeholders outside government
as an area for improvement. Respondents also perceived WBG work as not being particularly effective in
reducing poverty in Turkey.

53. The World Bank Group undertook a number of formal consultations and workshops with
counterparts and civil society while preparing this CPS. Events were held in Ankara, Erzurum and Istanbul,
in addition to the WBG’s regular process of consulting with both government counterparts and Turkish civil
society. Overall, the feedback from all parties was encouraging and provided both a realistic vision of the
efficacy of the WBG’s work in Turkey to date, and provided valuable input on future directions the partnership
might take-both in the new CPS and beyond. In this CPS, to further strengthen its partnership with Turkey
and ensure that work carried out becomes increasingly responsive to client demand, the WBG will continue
to work with, and listen closely to, civil society and our broader range of counterparts in Turkey.

19 The survey had a 32 percent response rate.






V. RESULTS AREAS

Strategic Objectives of Country Partnership Strategy FY12-15

54. The objective of this partnership strategy is to contribute to Turkey’s goal of fast, sustainable,
and inclusive growth that respects the environment. Turkey has a set of clear strategic development
frameworks that guide the implementation of its reform agenda. The most important medium to longer-term
programs are the Ninth Development Plan 2007- 2013%, the Medium-Term Program, and the Pre-Accession
Economic Program 2011-13; these are complemented by the Government’s Annual Programs. The CPS
design reflects the priorities established in these programs and is flexible to respond to changes. The main
criterion for WBG support in Turkey is its ‘strategic value-added’, through the combination of financing
support, analysis and advice, and implementation support to help address particularly complex development
challenges, and relevant international experience to provide benchmarks and help inform the development
and implementation of policies and programs.

55. The CPS has three main strategic objectives: enhanced competitiveness and employment, improved
equity and public services, and deepened sustainable development. In pursuit of these objectives, the
Turkish government, private sector, civil society and the WBG plan to work together toward the following 10
outcomes during the four-year CPS period:

Figure 3: Turkey CPS FY12-15: Strategic Objectives and CPS Outcome Areas
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20 The Tenth Development Plan starting 2014 is presently under preparation.



56. A flexible CPS design. The results framework for the CPS defines the development outcomes of the
WBG partnership with Turkey for the entire four-year CPS period. These CPS outcomes are contributions
to concrete government targets. A number of specific milestones will serve to monitor progress toward
achievement of the CPS outcomes. These milestones mostly reflect the envisaged partnership through
analytic and advisory services and DPL financing and, as much as possible, quantitative targets drawing
on the planned implementation of WBG financed investments in some areas. The coverage of milestones
is focused on FY12-13. The CPS Progress Report will define milestones for FY14-15, allowing for mid-term
adaptation to respond to evolving priorities. This pragmatic approach is expected to facilitate the formulation
of realistic and verifiable milestones that enjoy the ownership of implementing agencies.

57. A sizable program of analytical and advisory activities (AAA) will continue to be a central feature
of the Turkey-World Bank partnership. Knowledge services and technical assistance add value through
the provision of high quality analysis, global experience, and practical hands-on implementation support.
Reflecting the high value that the Government places on AAA, the share of AAA spending in IBRD’s total
work program budget for Turkey has steadily increased over the last four years. In the next CPS, Turkey and
the World Bank expect to identify and explore modalities, including cost sharing options, for continuing a
large and strong AAA program.

58. The World Bank Group financing program. Responding to the Government’s request for continued
high levels of IBRD financing, the CPS FY12-15 envisages an IBRD financing program in the order of up to
US$4.45 billion. The indicative financing program is set out in Table 3. Overall amounts will depend, inter
alia, on government demand and performance, country and global economic and financial developments, and
IBRD’s financing capacity and demand by other borrowers throughout the CPS period. The IBRD financing
program for FY14-15 will be finalized at the time of the CPS Progress Report. IFC own-account investment
program in Turkey is expected to remain in the range of US$425-500 million a year or, US$1.7-2.0 billion for
the CPS period. IFC expects to invest US$200-230 million a year in the financial sector, US$130-150 million a
year in infrastructure, and US$90-120 million a year in the manufacturing, agribusiness and services sectors.
IFC’s advisory services will continue to focus on sustainable energy and gender finance.

Strategic Objective 1: Enhanced Competitiveness and Employment

World Bank Group contributing to:

Outcome 1: Sustained macroeconomic and financial stability and strengthened exports, domestic savings,
and external resilience

Outcome 2: Increased employment and reduced job informality, especially for women and youth

Outcome 3: Improved investment and business climate; deepened and broadened access to finance

59. Outcome 1: Sustained macroeconomic and financial stability and strengthened exports, domestic
savings, and external resilience. The Government’s medium-term program projects robust growth for the
next four years, grounded in continued strong economic policies and reforms. However, new vulnerabilities
have emerged as a byproduct of strong growth. These are unlikely to abate in the near term, and careful
management will be important to avoid the boom-bust cycles of the past. Implementing ongoing and planned
reforms to bolster productivity, employment and to secure long-term fiscal savings will be critical. These
include: implementing the new commercial code and code of obligations; planned second-stage labor market
reforms; including severance pay reform and greater employment flexibility; improvements to the business
environment; and further privatization that will help gradually improve corporate sector productivity and
profitability.



60. Outcome 2: Increased employment and reduced job informality, especially for women and youth.
The World Bank plans to continue supporting the Government’s labor market reform and job creation
agenda, including in particular the implementation of the new, comprehensive National Employment
Strategy —with its expected focus on increased labor market flexibility and worker protection, the market
relevance of skills and education, the employability of vulnerable groups such as youth and women, and
reduced informality. The WBG intends to support government efforts to enhance productive employment,
particularly the activation of low skilled youth and women into formal employment through the expansion
of well-designed employment activation programs, with a focus on skills upgrading. The program for the
planned new programmatic DPL series around growth, competitiveness, and employment is expected to
include policy actions to increase labor market flexibility, worker protection, and reduction of job informality.
AAA is expected to support the development and implementation of the National Employment Strategy;
education and training initiatives through studies (e.g., ESW on Labor, ESW on Programmatic Education);
and, technical assistance (e.g., Programmatic Human Development TA). The WBG is also expected to continue
to work with the Employment Agency ISKUR on the effectiveness of vocational training programs.

6l. Outcome 3: Improved investment and business climate, and deepened and broadened access to
finance. The main objective of the ongoing Second Access to Finance for SMEs Project (FY10) is to broaden and
deepen the access of Turkish small and medium enterprises to medium- and long-term finance, with a view to
ultimately contributing to an expansion of productive activities and job creation. The Fourth Export Finance
Intermediation Loan (FY08) supports exports by providing medium and long-term working capital and
investment finance to private exporting enterprises, and improves the ability of the financial sector to provide
financial resources to firms through development of financial intermediaries. Proposed CPS milestones and
activities that help achieve them are expected to include:

. The development and completion of a review of the national competition policy framework, reflecting
policy dialogue with the Turkish Competition Authority and through the planned programmatic DPL
in support of growth, competitiveness and employment.

o Introduction of simplified administration for licenses and permits, such as a‘one stop-shop’, or more broadly
(under discussion): formulation of a national strategy for regulatory reform, reflecting technical
assistance (e.g., Investment Climate and Competitiveness TA). The regulatory reform strategy would
cover: (a) the formal use of Regulatory Impact Analysis for the introduction of new regulations, (b)
an increase in the transparency of the regulatory process, including through formal consultation with
stakeholders; and (c) the introduction of a well-defined administrative simplification program for
Turkey, with specific monitorable goals.

o Identification of regional dimensions of the challenges and opportunities facing the private sector to inform
future policy, reflecting, for example, the implementation and financing of regional Investment
Climate Assessments (ICA), building on the 2010 ICA.

. Development of policy options for a legal framework to help foster the commercialization of public
research and for rebalancing incentives for private research, reflecting policy dialogue, analysis, and TA
focused on reforms to help increase the efficiency of R&D expenditures and enhance the role of the
private sector in R&D?.

. Improved SMEs’ and exporters’ access to longer-term funding, with an enhanced capacity of
intermediaries to appraise investment projects with longer maturity profiles: IBRD expects to continue
financing lines of credit for SMEs (including focus on specific sectors like agri-business and micro
enterprises) and exporters. IFC expects to invest more than US$800 million in the financial sector
during FY12-15 with emphasis on (a) financial inclusion by focusing on underserved sectors and
regions like upgrading agribusiness productive assets; (b) gender finance by enabling banks to focus
on women-owned SME’s; (c) development of new ideas and products, including the development of

21 Turkey has the goal for R&D expenditure to reach 3 percent of GDP and private sector R&D spending to reach 2 percent of GDP by 2023 (Decree
adopted in 23 Meeting of Supreme Council for Science and Technology). In 2010 (latest available figure) R&D expenditure was 0.84 percent of
GDP.
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the Turkish corporate bond market; and, (d) South-South cooperation. If needed, IFC would be able
to provide a rapid and coordinated crisis response in Turkey that is demand driven and can be quickly
rolled out with active coordination with other IFIs.

o Enhanced financial sector effectiveness, reflecting technical assistance (e.g., Financial Sector Development
TA) on broadening the investor base for non-bank liabilities, enhancing the capacity of bank regulators
in evaluating system risks, and deepening financial intermediation.

62. Support provided to Turkey in governance and reforms of public financial management systems
is a part of the World Bank Group’s Governance and Anticorruption Agenda (GAC). The Bank’s approach
to governance aims both to directly improve the development effectiveness of its own support to Turkey
as well as strengthening Turkey’s country systems. As country ownership and leadership are vital in the
implementation of the World Bank’s GAC agenda, work in this area will continue to be driven by client
demand. In this regard, support for the Government’s new governance framework for SOEs will be
particularly important; and will complement work carried out in the previous CPS.

Strategic Objective 2: Improved Equity and Public Services

World Bank Group contributing to:

Outcome 4: Improved quality and coverage of early childhood education

Outcome 5: A more effective and financially sustainable health system; other countries expressed
interest to learn from Turkey’s good experience

Outcome 6: Progress made toward gender equity

Outcome 7: Improved public services and governance

63. Outcome 4: Improved quality and coverage of early childhood education (ECE). Turkey and the
WBG plan CPS activities to contribute to an expansion in coverage and improvements in early childhood
education (ECE) toward the broader objective of equality of opportunities for all. World Bank support for
the development and implementation of a program to expand and improve ECE in Turkey will build on
current progress to achieve universal enrollment of five-year olds by 2014 and may include a combination of
programmatic analytic work, technical support and a financing operation. The Government’s ECE program
is expected to include a sound quality assurance system and, possibly, targeted resources for disadvantaged
children and lagging provinces.

04. Outcome 5: A more effective and financially sustainable health system; other countries expressed
interest to learn from Turkey’s good experience. The WBG plans to support the Government’s Health
Transformation Program (HTP) as outlined in the Ministry of Health’s (MOH) Strategic Plan 2010-14, which
aims to improve the coverage, effectiveness and financial sustainability of health services in Turkey. The
ongoing Health Transformation and Social Security Reform APL2 is contributing to these results through
support to increase the effectiveness of the Social Security Institute (SSI) and the Ministry of Health (MOH) in
formulating and implementing reforms in provider payments and health systems performance, and piloting
output-based financing for prevention and control of non-communicable diseases. CPS activities are expected
to include capacity building support to the Ministry of Health to carry out its stewardship functions, continued
strengthening of the family medicine program, improvements in provider payment systems, and a focus on
pharmaceutical spending and the rational use of drugs. Studies and technical support (e.g., Programmatic
ESW on Health, including evaluation of the family medicine model, impact evaluation of positive incentives,
rational use of drugs, and evaluation of benefits package and burden of diseases) are expected to be elements
of WBG engagement. An operation, potentially featuring results-based disbursements, is expected to support



this agenda. The HTP is already recognized as a global “good practice” reform and under the CPS, modalities
are expected to be explored for sharing this experience in the region and beyond. The Turkish Ministry of
Health’s “‘Health Care Public Private Partnership Program” and its strategic plan aims at providing affordable
services beyond major urban areas. IFC plans to support it with tailoring financing products for healthcare
companies.

65. Outcome 6: Progress made toward gender equity. The CPS program plans to support government
efforts to increase women’s access to economic opportunities, particularly access to formal employment and
entrepreneurship. In the new CPS, Turkey and the WBG plan to build on the momentum of debate among
the public and policy makers partly fueled by a Female Labor Force Participation Study in Turkey completed
in 2009%. Analytical work and TA are expected to support efforts to help (i) low skilled women find formal
employment; (ii) increase access to affordable child care; (iii) improve gender equity in the workplace;
and, (iv) increase female entrepreneurship. The Government and the private sector expect an expansion of
employment activation programs for low skilled women. The ongoing implementation of a WBG supported
pilot gender certification program will promote the incorporation of gender equity as an internal business
practice for enhancing equal job opportunities. Completion of the piloting and national expansion of the
model is expected in the course of this CPS. In addition, work is planned on gender equity in the private
sector. IFC intends to encourage women to receive bank financing to serve better women-owned businesses,
which represent almost 40 percent of registered SMEs. In order to promote ‘Banking on Women’ in Turkey,
IFC will establish a platform for Turkish banks to scale up their reach to women-owned SMEs. IFC will offer
a package of investment and advisory services to interested financial institutions, encouraging them to focus
on women owned businesses.

66. Outcome 7: Improved public services and governance. The WBG plans to continue its programmatic
engagement in public expenditure and financial management with analytic studies and technical assistance.
WBG support includes policy recommendations for the transport sector in a Public Expenditure Review
(FY12), and continuation of the work on a Citizen Score Card system. The WBG expects to also work closely
with the Turkish Government to support its efforts to strengthen the financial management and fiscal
position of local administrations and improve SOE governance. In education services, the CPS is expected
to support government efforts to raise 1 earning standards through improved education access, quality and
equity including stronger governance mechanisms. Studies and technical assistance are planned to support
efforts to (i) develop a more objective and transparent education financing system that allocates funding
according to costs (as opposed to inputs); (ii) provide additional resources to disadvantaged schools; (iii)
increase school financial autonomy; and (iv) increase school and teacher governance accountability (e.g.,
through school report cards). The School Development Program under the ongoing Secondary Education
Project (FY05) is expected to deliver about 3,500 grants to disadvantaged schools throughout Turkey. IFC will
explore opportunities to play an increasing role in the transport sector, given substantial funding gaps created
by the current market dislocations and withdrawal of many traditional project finance banks from the market.
IFC expects to support private sector participation in the financing and operation of motorways and bridges
through debt and equity as well as the mobilization of funds from other financial institutions.

22 Female Labor Force Participation in Turkey: Trends, Determinants, and Policy Framework (World Bank, Report No. 48508-TR, November 2009).



Strategic Objective 3: Deepened Sustainable Development

World Bank Group contributing to:

Outcome 8: Improved supply of reliable and efficient energy, increased use of renewable energy sources
and climate actions under implementation

Outcome 9: Strengthened environmental management and adaptation to climate change

Outcome 10: Improved sustainability of Turkish cities

67. Outcome 8: Improved supply of reliable and efficient energy, increased use of renewable energy
sources and climate actions under implementation. During the FY12-15 CPS, Turkey and the WBG will
continue addressing energy, environmental and climate change in an integrated fashion—an approach that
has proved successful during the FY08-11 CPS. Milestones include: (i) improvements in energy security,
through the commissioning of at least 10,000 MW new generation capacity, reduction/avoidance of electricity
supply/demand imbalances, and/or conclusion of new gas import contracts, (ii) expansion of renewable
energy, through increased renewable energy investments, measured by renewable electricity generation as a
percentage of total generation, from 19 percent in 2009 to 30 percent or more in 2015, (iii) implementation of
the Climate Change Action Plan with the help of technical assistance, (iv) the adoption of an Energy Efficiency
Strategy, and (v) the adoption of market-based mechanism for greenhouse gas (GHG) emissions. The Private
Sector Renewable Energy and Energy Efficiency Project (FY09) is helping to increase privately owned and
operated energy production from indigenous renewable sources, enhance demand-side energy efficiency,
and thereby help reduce greenhouse gas emissions. The ongoing Energy Community for South East Europe
Project (FY11) will increase the reliability and capacity of the power transmission system in Turkey and
improve its ability to integrate renewable energy into the system. Planned or possible energy sector CPS
activities to help achieve these milestones include:

i.  Continued AAA with an emphasis on energy efficiency and renewable energy.

ii. A third operation in the Programmatic Environmental Sustainability and Energy Sector (ESES) DPL
series. The ESES DPL 3 program will revolve around further electricity and gas sector restructuring,
further electricity market development, renewable energy, the National Climate Change Action Plan,
and transposition of EU’s Large Combustion Plants directive.

iii.  Investment financing to support energy security, greenhouse gas emissions limitation through
renewable energy development, energy efficiency in private firms, in the building sector, and in
electricity production; to help the Turkish Electricity Transmission Corporation (TEIAS) integrate
renewable energy into the national power system; and to help integrate renewable energy generation
to the distribution system; and/or to help ensure adequacy of funding for the gas storage facility.

iv.  Turkey’s participation in the World Bank-managed Partnership for Market Readiness provides the
opportunity to exchange views and learn from the experience of about 15 other middle-income
countries.

v.  EU IPA (Instrument for Pre-Accession Assistance) grant support for complex energy sector reforms
and programs may draw on WBG managed analytical and TA support, possibly starting in 2012 with
initial funding of around EUR 11.8 million (subject to a satisfactory project fiche). Such input will help
maintain the reform momentum and strengthen institutional capacities in the areas of power and gas
market development, energy efficiency and renewable energy integration as pointed out in the Multi-
annual Indicative Planning Document as energy sector priorities.
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vi.  IFC also plans to emphasize financing for sustainable energy, renewable energy (e.g., geothermal,

hydro, and wind power), and gas distribution projects. IFC will focus on projects with high

development impact that cannot be achieved through alternative investments resulting in significant

GHG emission reductions and projects where IFC can play a mobilization role. IFC will increasingly

seek opportunities to invest in large ticket equity investments utilizing the Asset Management
Company and the new Global Infrastructure Fund.

68. Outcome 9: Strengthened environmental management and adaptation to climate change. WBG
support for sustainable and equitable resource management and environmental protection is expected to
focus on the implementation of EU environmental acquis, and exploring the options for Turkey to invest in
environmentally sustainable growth (including sustainable accounting, carbon markets, climate adaptation
in climate sensitive sectors such as agriculture and water management, and forestry management, including
completion of the National Basin Management Strategy). Using AAA, the WBG plans to support the
formulation of Turkey’s position at the Rio+20 Conference. The continuation of the programmatic AAA on
National Watershed Management is expected to include the development of a methodology for integrating the
cumulative impact assessment of water usage installations in river basins in the current legislation, effective
monitoring and evaluation tools, and more effective targeting of investments using social, environmental,
and economic criteria. The final operation in the Environmental Sustainability and Energy Sector (ESES)
Development Policy Loan series is expected to cover the implementation of environmental policies —including,
for example, further harmonization with relevant EU legislation, strengthening the environmental permitting
and enforcement processes, and further development and use of economic instruments.

69. Outcome 10: Improved sustainability of Turkish cities. The CPS envisages support for Turkey’s
response to its urbanization challenge through the Sustainable Cities Program. Using the Integrated Urban
Development Strategy and Action Plan 2010-2023 as a basis, the sustainable cities program is expected to
provide an umbrella framework for partners in government, civil society, financing institutions, among others,
and the WBG to work together in a multi-sector manner to support: (i) policy analysis and advice in areas
of urban development such as urban transport, housing and land markets, urban transformation including
an assessment of risk, improving city management, fostering agglomeration and regional development,
improved urban/rural linkages, and financing of cities; (ii) capacity building for government agencies, cities
and domestic financing institutions to assess and strengthen financial capacity of cities; (iii) the use of global
experience for monitoring city sustainability and livability; and (iv) investment financing, possibly through
Iller Bank, for environmental and energy efficiency investments in cities. As the Sustainable Cities Program
develops over time, other areas and mechanisms of engagement may be added. Along with the Bank, IFC will
contribute to the Sustainable Cities Program by providing support at the municipal level to build financial
management capacity and improve project preparation and implementation standards. IFC can draw on a
wide range of products including straight senior loans, both in EUR and local currency, channeling its funds
through local banks with a portfolio approach, and foreign exchange hedging for EUR denominated loans. IFC
expects to seek collaboration with local banks in expanding access to finance to underserved municipalities.
The World Bank and IFC/Public-Private Infrastructure Advisory Facility launched a joint initiative to provide
technical assistance to Turkey’s central government and local administrations in an effort to help improve the
financial and environmental sustainability and the efficiency of public service delivery at the municipal level.
The ongoing disaster mitigation and emergency preparedness program in Istanbul will undergo a detailed
evaluation. On the basis of this information, an expansion of Turkey’s disaster mitigation program will be
discussed.

70. The World Bank Group plans to explore with Turkish counterparts, over the CPS period, the possible
scope for collaboration in addressing selected rural development challenges. Areas to be explored include:
policies for strengthening rural competitiveness and managing rural-urban migration; technical assistance



and possibly financing for the development of innovative rural investments including for the modernization
of agri-business; and, technical assistance in areas such as basin management, land consolidation, sustainable
tourism to foster local economic development, and adaptation to climate change in the agricultural sector.
Building on the ongoing dialogue and analytic and advisory work, the CPS Progress Report may identify
further specific activities for inclusion in the FY14-15 CPS program.

Table 3: Projected IBRD Financing Program FY12-15

Project Name US$ (M) Project Name US$ (M) Project Name US$ (M) Project Name Us$ (M)
Third Programmatic Programmatic DPL

Environmental Growth,

Sustainability and Energy 600 Competitiveness and 600 DPL (tbd) 330 0
Sector DPL Employment

DPL Subtotal 600 DPL Subtotal 600 DPL Subtotal 350 DPL Subtotal 0

Private Sector Renewable

Energy and Private Sector Energy

Enersy Efticiency 500 Efficiency 200 Area of access to finance: SME or exporters
Additional Financing
SME Access to Finance .
(e ) 200 Areas of Education/Employment
Project on Health 200 Areas of Sustainable Cities/Disaster/ Watershed /Energy
Allocation to be
decided 100
INV Subtotal 500 INV Subtotal 700 INV Subtotal 700 INV Subtotal 1,000
Total 1,100 Total 1,300 Total 1,050 Total 1,000

Total envelope US$: 4,450

Note: The IBRD Financing Program for FY14-15 is indicative and will be
finalized at the time of the CPS Progress Report

A Cross-Cutting Partnership Dimension: Sharing Turkey’s Experience - Results, Knowledge and
Capacity

71. Turkey’s development success and a number of its economic and social reforms have attracted
international interest and recognition. Turkey is also increasingly interested in expanding and strengthening
certain elements of its international development cooperation. Together, Turkey and the World Bank are
exploring avenues to collaborate in sharing Turkey’s experiences abroad. Areas of particular interest include
health sector reform and disaster prevention and mitigation (see Box 2). The WBG's ‘value-added’ in sharing
development experience is the breadth and strength of its global network, and its credibility as the premier
global development institution and ‘honest broker” in validating international good practice. As one initial
step, work has begun to explore trade relations between Turkey and its neighbors. Teams from Turkey,
the Middle East and North Africa, and the Caucasus identified opportunities where the World Bank might
support the regional sharing of Turkish success. Other World Bank tools available include support from WBI,
the South-South Experience Exchange Trust Fund (SSTF), the Knowledge Platforms Initiative, and the Global
Expert Teams.



Box 2: Sharing Turkey’s Experience —Two Success Stories

Effective Disaster Risk Mitigation and Management: Istanbul’s Experience

The Istanbul Governorship launched the Istanbul Seismic Risk Mitigation and Emergency Preparedness Project
(ISMEP) in 2005 to help Istanbul prepare for potential earthquakes. The project pioneered an innovative approach
of combining a focus on preventative investments (especially the retrofitting or reconstruction of schools and
hospitals) and programs (e.g., broad public awareness campaigns) with disaster response investments (state of the
art disaster management center with modern equipment and communications) and supportive measures, such as
for an improved enforcement of building codes and land use plans—as well as, a first in Turkey, the development
of a digital inventory for cultural heritage buildings and pilot designs for the seismic strengthening of buildings.
Initially supported with a US$550 million IBRD loan, the project has attracted a total financing of Euro 969.8 million
(about US$1.3 billion) from International Financial Institutions. The Istanbul Governorship, with the support of the
National Disaster Management Presidency under the Prime Ministry, and through the Istanbul Project Coordination
Unit (IPCU), is already sharing its experience with other countries in neighboring regions and globally, and plans to
continue to expand and strengthen these activities during the CPS period. Activities will include the dissemination
of the project methodology, guidelines, and publications; the provision of training through training modules,
training materials, or training of trainers; public campaign models; workshops, seminars and conferences; on-site
surveys; and customized project design, implementation, and dissemination activities based on needs assessments.

Health Sector Reform: Delivering Affordable Universal Health Insurance and Quality Health Care to All

The transformation of Turkey’s health sector and health service delivery systems through the implementation of
the Health Transformation Program (HTP) since 2003 has attracted many countries” attention, and Turkey has already
entered in a number of cooperation agreements. One of the goals of the Strategic Plan of the Ministry of Health
(MOH) is to share its successful experience systematically and expand and strengthen the collaboration on the design
and implementation of health policies and delivery systems with other countries and national and international
institutions. Specifically, the MOH aims to (i) increase the number and quality of projects with international
institutions, (ii) enter into new cooperation agreements, (iii) strengthen its own efficiency and effectiveness in
engaging with international institutions, (iv) implement projects and programs for third countries, and (v) conduct
training and research activities for and with foreigners who come to Turkey under the framework agreements.
Neighboring countries, countries in the Balkans and Central Asia, the Middle East, Afghanistan, Pakistan, African
and other interested countries are potential partners. Some initial priority areas for MOH in sharing its success
story include health system analysis, the development of training programs, and the preparation of presentation
and training materials on the HTP and specific topics







VI. IMPLEMENTATION

Implementation of the FY12-15 Partnership Strategy
Managing the Program

72. Analytical and Advisory Services (AAA) are central to the Turkey-World Bank partnership and are
expected to grow further — programmatic multi-year; ‘discrete” single-year; and, ‘just-in-time” AAA. In the
new CPS, Economic and Sector Work (ESW) and technical assistance are expected to be financed in two ways.
While the World Bank’s core provision of AAA will continue, Turkey and the World Bank will explore and
complement the core AAA program with cost sharing activities. Cost sharing, as an element of the Turkey-
WBG partnership, is expected to enable the Government to select, design, and pursue additional tasks.

73. The financing framework provides for up to US$4.45 billion in the CPS FY12-15 period. Development
Policy operations (DPL) have a proven record of combining policy advice and support and flexible financing
and are expected to continue to play an important role. At the same time, the proportion of investment
financing, as a constituent part of the overall lending envelope, is expected to increase. Reflecting lessons
learnt from the previous CPS, the timing and composition of IBRD financing is expected to be managed
flexibly, allowing for financing across instruments and areas of engagement in response to evolving global
conditions and country priorities within the overall envelope. During the next CPS, Turkey and the World
Bank also intend to explore the use of new investment financing instruments like Program for Results.

74. IFC aims to tailor its program in Turkey to achieve maximum development impact. Although IFC’s
investment volume is not expected to increase, its strategy is flexible and consistent with the WBG's approach
to MICs. IFC aims to adjust its areas of intervention, products and instruments to the country’s needs - focused
on its competitiveness agenda and employment creation. IFC expects to target under-served segments of
the economy, providing financing in areas including Micro, Small and Medium Enterprises; energy efficiency
and renewable energy; municipalities; and, poorer regions in the country. IFC intends to continue promoting
South-South investments and supporting Turkish companies to invest in the region and further abroad.

75. The Turkey World Bank Group partnership covers only a small part of Turkey’s development
program. WBG financing therefore accounts for only a small fraction of Turkey’s total external financing®. In
the new CPS, the WBG's contribution is targeted at providing mainly catalytic support. Direct attribution will
remain challenging, if not often impossible —although Turkey’s continued high demand for WBG services may
provide an imperfect, indirect indicator of their ‘value-added’. In this assessment it is important to remember
that demand for IBRD services continues to exceed already high levels of new financing and knowledge
services IBRD is able to provide, given financial risk management considerations and budget limitations.

Loan Portfolio and Pipeline Management

76. IBRD’s portfolio is expected to remain concentrated and strategically focused. An effort to
concentrate and increase the focus of the lending portfolio has resulted in fewer, larger operations. The average
investment loan size increased from US$245 million in FY08, to US$339 at the end of FY11. As of January 2012,

23 The scale of WBG financing, averaging US$1.9 billion in new commitments and US$1.71 billion in disbursements during FY08-11, was very
small when compared with Turkey’s total public debt, which was US$321.4 billion in 2010, and it amounted to 23 percent of Turkey’s average
public external borrowing (US$8.43 billion between 2007-2010) and less than 1 percent of its average total gross external debt per year (US$266
billion) between 2007-2009.
T —
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the Turkey portfolio features 14 projects and US$5.56 billion in net commitments, compared to 24 projects and
US$5.67 billion at the end FY07. Portfolio quality has continued to increase, supported by concerted efforts
and joint management of the portfolio with the Government. A proactive approach to implementation issues
translated in a significant decrease in problem projects, from five at end-FY09 to one in the first half of FY12.

Good progress in project implementation is reflected in a disbursement ratio of 31% at end-FY11, and of 20%
during the first half of FY12.

77. A procurement review is planned to increase efficiency and help address challenges arising from
differences between national procurement laws and those of the World Bank Group. The proposed review
will help the Bank to recognize the debarment under national law within the framework described in the
January 2011 Procurement Guidelines as well as to understand the national rules. As the national procurement
law does not allow contracts to be awarded to nationally debarred firms not only in national competitive
bidding but also in international competitive bidding contracts, there is a danger that procurement processes
might create reputational and implementation risks which could prove difficult to resolve. The planned
Procurement Review is expected to explore this issue and seek to identify systemic solutions. In anticipation
of potential results-based projects in health and education sectors, the World Bank will conduct a dialogue on
procurement with the Government and undertake procurement assessments to underpin project preparation
and monitoring of such operations.

Working with Development Agencies and Partners

78. Good and broad relations with civil society remain an important part of the Turkey-World Bank
Group Partnership. Continuing with work begun in the previous CPS, where civil society participated in the
preparation and implementation of projects including the HTP and ISMEP, the World Bank aims to broaden
and deepen its relationship. The World Bank intends to continue using its convening power: working with
the Turkish Investment Advisory Council; Parliament; and, developing new avenues for engagement with
civil society, including organizations like TEPAV (Training and Research Institute for Public Policy), as it
looks to support Turkey in sharing knowledge and expertise regionally and globally. Beyond consultations
undertaken with civil society in developing this CPS, the World Bank will also seek to ensure that it maximizes
the effectiveness of its relations with academia, think tanks, private sector associations and businesses, as well
as NGOs.

79. A continued strong and good relationship with development partners. The World Bank aims to
continue working closely with the IMF, sharing expertise on macroeconomic and a broad range of structural
issues. It intends to continue its close working relationship with the UNDP and UNICEF in Ankara. Turkey,
the WBG and the European Union are working closely together to further strengthen alignment on “Europe
2020’, while also seeking to strengthen their multi-lateral relationship. Regular meetings are planned between
the EU Commission and the World Bank’s Europe and Central Asia Vice-Presidency; the first of which took
place in October 2010 with the EU’s Directorate General for Employment and second of which is planned in
March 2012. A new phase of tripartite institutional partnership may provide new opportunities for closer
operational cooperation in important sectors including energy. For example, working alongside the European
Commission and Turkey’s ministries for EU Affairs and Energy and Natural Resources, World Bank technical
and analytical assistance on energy is currently scheduled for 2012 EU IPA funding of about EURE 10 million.
The WBG also expects to look to further relations with bilateral partners - building on the pilot project run
by the World Bank’s private sector team (ECSPF) on the simplification of administrative procedures with the
UK Foreign and Commonwealth Office (FCO) in FY12. IFC intends to continue working closely with other
IFIs, including the European Bank for Reconstruction and Development, the Black Sea Trade & Development
Bank, and Kreditanstalt fiir Wiederaufbau Bankengruppe (German Development Bank).



VII. RISKS

80. The outcomes targeted by this CPS are subject to economic and external risks. Increasing
global uncertainty and, deteriorating prospects for economic growth and stability in Europe and other
developed economies create downside risks to the global demand for Turkish exports, to output growth
and correspondingly fiscal performance, and to the availability of international private capital flows
to finance Turkish investments. The main macroeconomic risk is a reversal of capital flows, which could
cause a significant growth slowdown, given the high level and the short-term nature of the financing of the
current account deficit. There is also a risk of further systemic disruption in the global financial system, with
potentially significant ripple effects on the Turkish economy. The key to mitigating the most severe risks
of further global economic disruption lies in sound economic management - and in particular measures to
contain and reduce the current account deficit. Over the medium term, higher productivity, higher exports to
more diverse markets, higher domestic savings, and greater energy efficiency and diversification are the keys
to reducing Turkey’s reliance on external finance.

81. Risks of natural disasters, while mitigated by some World Bank supported programs, remain.
Turkey is particularly vulnerable to earthquakes, and within the nation’s high-risk context, Istanbul is most
vulnerable due to its seismic-prone location on the North Anatolian Fault, and its high population and
commercial and industrial densities. As the recent, tragic, earthquakes in the Van region have shown the
preparation for and the mitigation of risks associated with seismic activity remain a foremost development
challenge for Turkey and the WBG and the Turkish authorities expect to maintain ongoing dialogue on this
issue over the course of the new CPS.

82. Implementation risks. Social consensus on the reform program and institutional capacity are needed
for the implementation of the CPS which supports the Government’s Ninth Development Plan. The complexity
and social impact of many elements of the reform program require consensus building among all interested
groups. This is a process which takes time and results in compromises. However, the implementation of
reforms would be more problematic without the careful application of such processes. A systematic policy
dialogue with country counterparts on World Bank supported project preparation and implementation,
and analytic and advisory work can support countries” reform process. Institutional capacity building, in
particular in the area of monitoring and evaluation, strengthens the implementation of policies and projects.



uoreonpa [euoedoa 10y 3oddng Dy .

(ZTA4) swreidor ] Sururer], [eUOEDOA
(£ouaBy yuswrkordwy ysyiny) s NS jo uonenyeay joedw] o
(ETAd % TIAA) T 39 [ Iuswdopas uewny dHewwersor] VI,
(FLA) LGOI 10qeT ‘¢ sqof onewwes3oi] MSH  «

(ST A) uawop “uoTjeUIPIOOD JIpNe dAoxduwr
pue YInox pa[[B[S MO JO UOTIRATIOY g sqof onewrurei30IJ M\SH e O} S2Inseaur Surpnjoul ‘A}I[euriojur aonpai o} Uej]
(ST A) 924D ssaursng ayy uonOy AJI[eurioju] pamauai jo uonejuswedwy O 'sqol 000’0z Inoqe apraoad
ySnomyy syaxIelA Joqe] SurdeurlA T sqof onewrurer3ord MSH “USWOM PUe [INOoL PI[[IS MO] [1im sarueduwod orjogirod 10309s [e31 S, D] e
'VVV 2ARedIpU] pue w:Sw:O 10y surexdoxd uoneanoe juswLojdws jo uorsuedxy O '800T UT %9%'¢
J10}09$ [RIDULUTJ 3} UT PUL I0}03S [€SI 3} UI SJUSWISIAU] D] o “USWOM Pue [InoL Pa[[I[s Mo] 10j surerdord WOIJ 3I00S XopU] UOHL[SIZa] UOT}02]0I]
(GT/#TA4) yuewkojdurg /uoneonpy jo seary o uoTjeATIOR JUSWAO[dUWS JO SSOUDAT}O9JJa-1S0D A} juswkordwg s, AoxIn], ur aseaIdd( o
(PIA) paurwiaiap aq 03 — ueo] Aorjo yuowdoferaq . Guraoxduur 103 suonydo £o1j0d jo Juswrdoppasq O “LTOT UT 9 T WOoIy SUIUTeI) [eUOIjedoA
(T Aq) yuewfordurg pue ‘sssuaannaduro) sprom Arexodurs) pue “anis)-paxy ‘ewm-jred o) ANDISI Ul uoreONpa [00Yds Y1 uely) ssa]
IMOIL) - ueoT Ao1[0J Juawdo[ead( onewrnuuer30r] o  SOAIJUSDUISIP UO SUONDLIISAI paonpai (IIr) ‘o8eraaod )M USWOM puUe YnoA Jo aIeys paseaidu] .
:Bupueury sAnedIpuy soueInsur juswAo[dwaun paseadul (Ir) ‘sjunodoe 2y Snoyy
(OTA) SweIdoI] uoneonpy [EUOHEIOA JO 90URIDAS papunj-aid Jo UOONPOIIUTL 9} SPILMO] yInoA pue usawom
uoneneaq joeduy :(uonenreaq joedwr 105 g1 ystueds) JIS AL o ssax3oad () :3urpnjour ‘A3syeng juswdojduryg 103 A[reradsa ‘Ajpewnzoyur qol pasnpax
:Supueury SuroSuQ [euoneN ayp jo uonejuaursidur ayy 03 3roddng O pue juswAojdwa paseamnu] 7 aui0031n 0

‘Burpuads orqnd jo Lousyge

3oy b 4 9K
(E1A) UOL3Y barysel o pue ‘snseone) ‘AdpnL oy Buraoxduur 105 suondo Aorjod jo yuowrdopasg O

"AUIDAP 0} SNUIIUOD S[A] 3GP JIANJ o

UI UOT}RIZjU] DIWOUODY — dPLL] [eUOI3DY 'V VV [BUOI3Y : : : : ‘(uoryernored
(TIAd) (s8uraeg uo WNpURIOWSN SIWOUOdY ARuno) ‘preoq 1oxIelA Teirde) ay 13218 HGM) 010C UT % T 6 WOIJ paonpal
onewrure3o1 0} dn-mofog st yorym) Aoera)r [eIOUBUL] VI, £q uoneredaid 1opun A3s3ens uoneonps [epueUY ayex Ajjeuwnzoyur qof TernynorISe-uoN
(TX9) (@4]) WnpueIOWIJA JTWOU0dH ANUNOD) MAON MSH o  [RUOIBU U} JO MITA UT ADRIS)[ [RIOURUT) POYasnoy “0T0Z UT %6°CT
(eTAd JO [949] uo Loains Supyreunyousq e Jurpnpur W01 S3seaIoUl 93l S3UIARS dSaWo o
3 CIAd) ¢ T 9pei] U0 WNPURIOWSIA JIWOU0dH AJUnod) MSH o (TTAH) sSuraeg D Y3 Ul pagnuapr se s3uraes 's3uraes
(CTAH) MY a1n3rpuadxy d1qn ] [eIaULL) - § JuswaSeuey dI)SaWOP dseadUI 0 samrjod Jo uoreyuswadur pue ssauaaniadwod 4uswojdus
[eoueur] pue arnjrpuadxy orqn onewrurer301] MSH PUe SUOISSTDSIP PIaNURUOd HEM /ITPWUILA0D) U amoi3 uo samrjod Surpnpur ‘wrerdorg
'VVV dA13dIpU] pue mEom:O WIS  -WNIPA 943 Jo uonejuawadwy
(PIAL) pouruIaep aq o3 — ueo AorjoJ yuswdopasq . "9pei} 03 SJUTEHSUOD JO SISATeur [9A] ULLY 1810413 DUSI[ISIX
(ST A) yuswihoduy pue ‘ssausannaduro) pue swodno spexn JUIPNPUL ‘Y'Y UL pagRuapl [euIa)xa pue ‘sguraes dysawop ‘sprodxa
MOID) - ueo] L1[oJ yuduwrdopad(] onewwei30L] o se uoneISaUL dper) [euor3al pue ssaudAnadurod pauayjSuans pue LI[Iqe)s [epdueUy pue
:Supueury aanedIpuy apex uo suonydo Lorjod jo yuewrdoppasq U DIUIOU0D30I0eWI PIuTeIsng f aulodng
‘0T0C

ur JgO JO 9G'G Wwoly pasearoul (spuny uoisuad ajearrd pue spuny [enjnu ‘odueInsur Jo s}asse) aseq I0ISIAUL [eIURUL JO 9ZIG 29 O T0T UL % E¢ WOIJ PIseaIdul JIAS 0} SUeOT
"0T0T Ul 9%¢P WOy saseadul samjIpuadxe juswdo[@Asp pue Uoreasal Ul aIeys J0}09S SSauIsng

"800T Ul ' woaj paonpai diysimauaidanug o3 sIsLLreg Jo J03edIpu] uonenSay 193 IeA 1oNpoid ADIO

‘Bururen) reuonyeooa (Aoualdy juswrAordwg Ysryn ) s Y MSI JO 90URAS[DI PaseaIdul pue a3e1aA0d o) puedxy o

"GI0T Ul %GF 03 OTOT UI % EF WoIy pasearour ajer juswidoidwyg

"GTOT YSNOoIy} %GH JO YIMOI3 OIIOU0ID 9FLIOAY o

'SI0JEDIPU] [9A3[-ATjUNo))

saqrIuoeDd 40

wrexgoxg dnoio) sjueq priopm wexdorg SJD Y3 Jo sindinQ pue sau0ISIIA T ) SETTE R By T e o (TS

Juowhojdmy puv ssauanijizaduio) paouvyud :J audyJ 918930418

SIoMaurer] sjnsay :ST-¢IAI ASajeng drysiaureg Anjuno) dnoio) sjueg prIop - Aodpny,

1 Xxauuy




,drgsmausadanyuyg pue
uonesouu] ‘uonismboy A3ojouyda] Jo 03-MOF], U3 U0 SATRIIUT
Surreys a8paymouy [euor3a1-ssord [qM /VOH/VNAIN JUIO[ [AM

(2T X)) yuawdorens( 10309G TeURUI] V1,
(T1R4) sVOI

reuor3ay Surpnpurt ssousanRdWwo) pue eI JUSUNSIAU] VI,

'VVV 2anedipuf pue SuroSuQ

Ao¥an, ur sarrerprsqns

‘uoneyuawa[dur 31e)s / paydope sanumoas ayearrd

‘sIouLrey 000‘0CT PUe SIUSHD HINS 000°00T
Jnoge 0} SUUeUT SILIRTPIWIUL [RIDURUL)

[e207 ySnoxyy Surderonay sayewnss DT «

"(Vs¥d ‘T10z-pue
jo se yuadrad /7) 10309s Sunjueq Sy} 105

Syueq wiv)sam jueyrodur A[reorwalsAs 10y proddng D1 . 10§ 9Skq I0ISIAUL A} UaprolIq 03 suonoe Aorjo O aFeraae o) pasoxa jou op Sumueuy (4]
S[SLI 103098 Junyueq drweisAs Juonpar sjuounsoaur /by D] o  podueyus st sa[gord Armyewr 1o8uof yym spoafoxd woy Surjjousq SUOININSUL [RIDURUL 10§
saLrerpauLIojul [epueuy ydnoayy yoddns Surpuny gINS DAT » jusumsaaul astexdde o3 serrerpowajur jo fyoedey O soner (TJN) sueo] Suruiograd-uou ssoio) .
open} pue upueUl ULI-HIOYS D] ‘pasueyuR Udq “UOTJR[JUI I0J
syoafoxd yynog-ymog 10y 310ddng D1 . sey SYSII Jo3Iew I0jiuow 0} Aouady uorsiazadng paisnipe ooz ueyy 1e3ea13 Sudueuy (Y[
syoafoxd A31ous ajqemauai pue ssaursnqride pue uone[nday jueq ayj jo Aypeded oy, O woxy Sunyausq SHIAS Ul YiMmoI3 so[eg o

0} SUIpUS[-Uo 10§ 10309s Sunjueq Ay} 0} Jupueury WLR}-JU0T DT

9IN10NIS UOIILZIILINDIAS JO 9s() DA
juswrdorensp jaxrew puoq ayerodio) DAY
Seale [eInI oy} ur Suoueun] DAJ

doueuy 03 ssaoy  (q)

*Aorjod a1nyny wrroyur o3
10309s areartd oy Suroey sontuniroddo pue saduayieyd

‘0197 uey) 19)eaIs SI pmoid

310dxa 103095 03 dAnE[I SUDURUY (Y]
woy Sunyousq suLy ur Yymoid 31odxy .
:90ureury 03 ssaode pasoxduy (q)

10309s A319UD 9y} Ur SuaUISAAU] DAl e 3} JO SUOISUSWIP [LUOL3dI JO UonedYHUIP] U
(ST/FTAA) s1o110dXH 10 NG :90UBUL] O} SSOY JO BAIY o “YoIeasal ‘(aroday
(ETA) (L195eG poO,]) PoURUL] O} SSOOY HINS o ayearid 105 soanuadUr JuUE[RgDL IO PUE UDIEISI 210T) /G WOIJ SISLIIDUL XSPU[ UOT}O)0I]
(FTAJ) pauruiaiap aq 03 — ueo] AoroJ yuowdofonsag oriqnd Jo uoneZIenIOUIO0d 9} 193s0§ d[ay 03 103S9AU] JO 33uamg ssaursng Suto(] YT,
(eT A1) yuowLorduryg pue ‘ssausanoduwro)) sromaurey [eda] e 10y suonydo Aorjod jo yuswdopPasq O (VDI
“AMmoIn) - ueo  Aorjo J yuswidopas onewwrer30r] o spromaurey Aorjod uonnadurod 0102) 79 woj paonpai st asuadi] unperado
:Supueur] aagedIpuy [euoneu 9y} Jo MaIASI [euonoung jo uonsjdwoy O ue urejqo 0} 10309s Jurmioejnuew 9y}
3o0loxd 10309s [eruRUY JOo SUNLIMISPUN VOIIN o -20e[d ur sasuLdI| ur Auedwod e 105 sAep jo PquINU Y], o
(0T AA) 303loxg 103 uonensmurwpe pagrdurs doys dojs-suo y O 2eWID
sasLIdIa)uy WNIPIJA PUE [[EWS 10J 9DUBUL] 0} SS90y PUODIS o :9JeWI]D SSUISNq pue juswisaau] () ssaursnq pue jusursaaut pasoxdury ()
(80X:) (AT TIAH) UeOT UOTILIPAWLIDIU] SdUeUT J10dXH Y3mo] ySnoayy

(90&4) 329lo1g
sastadIajuy WNIPSA pue [[eWS I0J 9DULUL 0} SS900VY ISTT] o

:Sunueury SuroSuQ

Joueuly 03 SSIddE
pauapeoiq pue pauadaap ‘eyewrpd ssaursnq
pue jusunsaaut pasoxdwy g o070

$3INqIRU0) SID

weiBoxg dnoxn Syueg prom YoIYMm 03 sawodinQ juswdoraasg Anuno)

wrexrSoxg SJD Y3 Jo syndinQ pue sau0ISIIA

Juowhiojdmy puv ssauanijigaduio) paouvyud ;T auayJ 918930418

1 Xouuy




“JUSUIULISAOL) 9} Y}IM UOISSNISIP
I9pun - puo£aq pue Uor3aI a3 Ul SILIUNOD IS0
SanIATIOE [M o  UIIM 20USLIRAXD WI0JaI Yi[eay s Aoan] jo Surreysg O

(STAA) sreonnadeurrey ;g Yesl onewwuer3or] 'S10300p ATrurej
(TTAH) umdIPaIN A[rwe :T yi[esl] onewnuei30or] MSH o SUOWE SUOUSAIDIUL SATIUSASId 0} PIXUI[ SOALIULOUL
VVV aanesrpuy pue SuroSuQ Jo uonPNpONUI [enperd (Ar) pue ‘s3nip jo asn
saruedwoo areoyyeay 10y proddng )y o Teuoner jo uorjowoid pue Surpuads [eonnaoeurreyd ‘198pnq
(STAH) Wesr] uo 1osforg jo uononpar (1) ‘syeyrdsoy HHOIA [[e UT SedIAIdS [eqO[3 & UM S)oenuod souruLIofIad
:Sudueury sAnedIpU] juanyedino pue jusnedur rejrdsoy 1oy syuswded jo siseq ayy uo pred pue suorun [ejrdsoy
(TTX) sIsATeuy orwouody (o) dnoi8 pajefar-sisouerp (1) ‘serro8a3ed oriqnd ur pazruedio spepdsoy orgqnd 11y o
pue SuruueJ o139)eng Yiear] auQ J0j Ajpede)) reuonninsuy amjrpuadxa yjresy uonninsuy A)Lmoag [Log 10§ ‘6107 £q suonouny diyspremals
SuruayBuang :(pung juswdopas reuonmusuy) A1 41 e sdeo amjrpuadxe [eqo[3 Suryas 105 swsrueydaw §,10309S [}[eaY] 9} UO A[SAISN[OXd SISNI0J
(60A ) urrogoy A)1moag [eI00g puk UOLWIOJSURL], Jo uorsIaai () :apnpur pmnod suondQ 's)sod pue pazrue310a1 ST Yj[est] Jo ANSIUTIA o
pesr] :(Lyoeg diysioureJ o0ueuILA0D) IO 4L e Sururejuod a[yMm a1ed Yiresy Ajifenb jo uorsiaoxd Yy8nodyy aduarrddxa s, Ay,
(60Ad) T au 103 suonido £orjod jo uonidope /juswido[oAd@ O WIOIJ UIE3] 03 3SAIJUT passaidxa sarrunod
1V 19901 urrogoy A)1moag [e100g pue UOHWIOJSURI], UIESH] o ‘suonjouny diyspIremajs yno I3)0 ‘td)sAS yjeay s[qeureisns A[fenueury
:Supueury SuroSuQ  Axred 03 sl jo Anstury ay jo Ajeded pasearou O Ppue 3A13D3JJd dI0W Y G aUL0IFN)

“JUSWI[OIUS UOT}EINP POOYPIIYD A[Ted

MOT UM saoutA0xd pue UaIpyd padejueapesip o3
S90IN0sa1 JunA3Ie) 10J SWSIULYDAW Jo Uononponu] O

‘SpIepue}s 9soy} JurIoJu

pue ULIO}IUOW JI0J SWSIUBYDIW PUe SpIepUe)s

(CTAA % TIAL) T3 UonEdNPS TE3[d SUTPN[AUT ‘UOKEINPS POOYPIIYD
1 A1[1qeIunoddy pue Suoueur] :uoneonpy dSnewwer301] MST o Apres 105 waysAs aoueansse Ajjenb jo uononponuy O ‘ugisap
'VVV 2anpedrpuy pue SuroSuQ ‘MSH 309lo1d uo paseq pauyep aq 03 I0JedIPU] e
(ST /%A yuswdoiduwry /uoneonpy Jo Sealy o  AQ PaWwIouI “Uorieonpa pooypyyd Ares Suraoadur :ySnodyy (DF) uoyEINpd pooyprIyd A[1ea jo
:Supueur] sagedIpuy pue Surpuedxs 105 wrezdoad e jo juowrdojensq O  aferasod pue Aypenb pasoxdwy Famioojno

‘(0107) syurod a8ejusdiad 9 woy yuaworud [ooyds Arepuodss ur ded epual ayy sonpar Appueogudig

(0T0Z MINL) % 9 /g woy oyex uonedonred 9010F 10qe] 9[eWd] 9SLAIOU] o

"G10¢ Aq suonouny diyspremais s,10309s yi[eay Y} U0 A[QAISN[OXd SISND0J pue PazIue3I0ax SI Y3[ed] JO ATSIUIA o

FT0Z UL 9% G4E 03 OT0T UI % 9 T WoIJ [e30} JO areys e se sarnjrpuadxa nip (1SS) s,uonmusuy LJ1mdag [ernog Juonpar Aq yifesy] I0J UOHEDO[[e 90IN0SII UI JuswoAoIdw] o
$TOT UL %04 03 TTOT UL %0¢ WOLJ JUSWI[[0IUD [00dsa1d paseaidu]

:SI0JedTPU] [9A3[-A1jUN0))

saNqIIuo) SID

werdo1g dnoio) >jueq priop werdo1] SJD Y3 Jo syndinQ pue saU0ISIIA T 7 SRR S T T AT

sa210428 211qnd puv Aymbg pacosdmy :g awayJ 218930435

[ Xauuy




(TTAg) @duRUILACD HOS VL
(ETX) panunuod § yuswadeuejy

[eoueur] pue arnjrpuadxy orqn onewrurer3oi] MSH

(CTARA D TIAD T

1 A[Iqeiunodoy pue Sunueur, :uonedINpy dewuer301] MSH

(ZTAq) emmyrpuadxy or[qn [eIaULN) - § juswaSeuey

[eoueur] pue arnjrpuadxy orqn onewrurer3o1] MSH

(TTA) marasy axnjrpuadxy orqnJ 3rodsuer], - ¢ yuswadeuey

[eoueur] pue arnjrpuadxy orqn onewrurer3oi] MSH

'VVV dA13dIpU] pue wsow:O

soueuy redoruniy DAY
sons1307 3r0dsuer) ur syusur}SaAU] D]

:Supueury aanedIpuy

SJUNOIIY JO S3INO0D yspng,

a3 Jo uondunj JIpny sweardng ayy Supueyuy :(JUSWUOIIAUY

Arepnprg pue Aj[iqeiunody Suruayi3usns) VS AL

Hpny [ewrejuy

103 Surpring Ayoede) :(puny yuswdoeasq reuonmnsuy) JAI AL

(60 X3) (romaurer,] yuswaSeUeA [RIOURUL] JI[qN ]

MIN] Y3 UI 201§ 103png ATejuswierpie] pue jusurerIeJ ayj 10y
Surpping Ayoede) :(L1oeg drysisulreJ 9oULUIDA0D) IO I

(S0x4) aloxg uoneonpy Arepuodsg

:Sunueury SuroSuQ

(ZTAq) swrerdoag Sururer], Jeuoned0 A

AouaBy yuswkordwyg yseyany) s NS Jo uonyenyeayq joeduy
v I ysey ANIST I
(€A 2 TIAL) T2 T 103995 d3eALL] oy} Ut Aynby 1opuss v

(ETA) uswop

pue YInox Pa[[IYS MO JO UORRADY 7 Sqo[ onewrurei30r] MSH
'VVV 2ARedIpU] pue mEow:O

dueUl JOPUaD) DT

:Sumdueury aAnedIpuUy

weidor] dnoio jueq priop

"210¢ dun( £q sjooyos padejueApesip

005°¢ 03 (das) urexdor yuswdoraraq

[00YDG 3} IopUN PIISAIPP SIULIS MaN

‘Aonims

Z10T SH paoueun-j[as estueA jo Aedounw

pue paonpoid yewrroy pae)) 3rodey Uazni)
‘sarmyrpuadxa 10309s j10dsuer]
*90URUIDA0S SasLIdIojue PauMO-9)elg
‘uonysod [eosyy pue a1n3oNIs
jusuregeuew [RIOURUT SUORISIUTWIPE [0
‘waysAs
UOT)LONPa 3} JO S[OAJ] [[e Je A)I[Iqejunoooe
asearour (TI1) pue ‘Awouojne [erueUl [00yds
aseazour (I1) ura)sAs Suroueury uoneonpa
juaredsuen pue aanoalqo ue dofasp (1) :uoyvonpy

U0 SNDOJ Y)IM

‘suorminsur o1qnd Jo souruIaA0S pue Jusuradeurw

reoueury aaoxdur o3 suondo £o1od jo yuswdoasg

‘Pagnuspr

aIe S)eWI]d JUSWISIAUL ) UI USWIOM J0J S3[deISqO)
"318D PIIYD 0} SSID0E

(1) pue ‘surer8oxd uoneanoe JuswAorduws (1r)
‘Bunoenuod s[qixayy (1) ySnomy yuswdoidurs rewrioy
areway aseardur 0} suondo Aorjod jo juswrdorensg
"210¢ A Aq swny 11 ur pajustadur

pue padoaaap aoefdsrom ayy ut Lenba

1opuad ajoword 03 werdord uoneoynIad PPULD)

werdo1] SJD Y3 Jo syndnQ pue SaU0)SI[IA

$3010438 211qnd puv hpmbg pacoadwy :g awmay ] 21823v418

'SHOS e doueuraAo3d asoxdur 0y paredard

ST UOLIE[SIZI IoMawel] JOS MU Y o
‘sanpedoTUnU

9 :398xe], “(estuey) Aredorunur jorid |
:durpeseq “paeD) 1oday uaznID) uo paseq
Suner 19y 31 9AISDAI 0} SUOLINITISUT
orqnd Suoure uonnaduwos Suong
"S9100S Y Hd

0T0C I SMIIAJI U0 paseq pasoxdur
Aymiqejunoooe pue Aousredsuen 4a8png
¢10¢

ur padoaaap aq [[im surjeseq “ (A4 VS)
S}[Nsay] uonEdNpy I0J Jup[rewyouag pue
JUSWISSISSY WIDISAG ) Aq painsesau se
pasoxdwr AjjIqejunoooe pue Awouojne
Tooypds “sarorjod siayoes) ‘Guioueury
UO[EdNPa JO SLaIE J} Ul SALIUNO0D

190 JsureSe Junjrewryouaq s, LodIny, o
:18no.1j] dULUIIA0S

pue sadiaxas dsrpqnd pasoadwiy ;7 a0

'SHINS paoueur

DI YSNoIys STINS PaUMO USWOoM ()06
01 310ddns y3nonyy uonedonred so107

IO 9[EWd) PISELIDUI 0} UOHNJLIFUOD) o
‘sostadIojuo
POUMO-I[EWID} WINIPAWE PUE [[EWS ()06
[euonippe 03 paiofre} roddns [eueUL] o
“LT0T UI 0197 :autaseq ‘G107
jo pua Aq uoneoynIa)) Aymby 19pULD)
mau pajuerd saruedwod (g 1SS 1V e
y8noayy Aymba
12puad premo) apewr ssax3oi] :9 auI0IFN0O

$aNqLuuoy Sdd

PTYM 03 sawodn yudwdoaadg Anuno)

[ Xouuy




(ZTA) yuswaBeuey paysiajep| [euoneN V.1,
(TIRd) uonESHIA SR 193SesI(] [eUoHeN V1
(TIR4) V1 onewwerdorq £395es poog Vi

(€TA:) (@gl) WNpueIOWSIA dIOU0dH AIJUnoD) MaN MSH

(CTAH) vondnpoIq mUed[d /07+ORI MSH

'VVV 2AQedIpU] pue wEomGO

Ao3In [ jo suorgdar wnuoIy

ur 10309s Sururuw a3 ur sarwedwod uonjerofdxs Jorunf yiim syusunsaaur Aymbg DT

(ST/¥1AA) A810uy /paysiojep /I83sesi(] /SN [qeUIeISNG JO Seary

(ZTX) ueo Aorjog yuswdopasg

(sHSH) 101095 A319U7 puUE AI[IqEUTEISNG [EJUSWUOIIAUH dIJeUUeIS01 ] PIN],

:Sumueury aanedrpuy

(60K1) AN, UT SUSUIISIAU]

uoneIqeyay paysiajep) unadie] 10y 3roddng :(sysa10,] uo wreidord) YOIOUd 1L
(G0A) 13lox uoneIqeyay paysiajep erjojeuy Aoy, 303(01d PazIS-[Ing €4qD AL

(FOAd) 1oloxd Jg5 snid 1o0fo1 ] uoneI[IqeyDy PaysIeIep BIjOjRUY

:Supueury SuroSuQp

(pa3) sxyromIaN L31m3097 barysen

JO uoreZIUOIPUAG 105 deJAl peoy pue s309dSoI] JO JUSWISSISSY VYV [eUOI3ay

(ETX:) A31ouy o[qemauay pue Aousnyy AS1ouy VI

'VVV 2apedipu] pue SuroSuQ

syosloxd uonngrnsip se8 10y Sunueur] DAY

(romod purm pue oxpAy ‘Tewrzoy098) syoaloxd A31ous ojqemausi 103 SunuRUL] DAT

Gumueury £81sus s[qeureisng DAL
(£TA ) Aouaoyyg AS1oUy 10309G 9JRATIL]

(ZIAJ) Sunueur] reuonippy Aousnyyy A31ouy pue A319Ur S[qeMIUY] I0J09G SJCALL]

(2T Aq) ueo Lorjo g yuswdoPadq

(sHSH) 103095 AS10Uy pue AJ[IqeUTR)SNG [EJUSWILOIIAUY I eUUeIZ0L] PAYL

:Supureury aAnedIpuy

SoATIRIIUT S)IICIA] UOqIR)) (Ssaurpeay] 1oxIelA 103 drysiourred) YA 4L

(rTAd)

doue)sIssy [eoruyoa ], ((wrerdor ] yusurdoaa AS1auy [euwrIay309n) punjoan) DT AL

(60X4) 10oloxg LousrnIy

A3xauy pue 310Uy o[qemausy 10309G aeArL] :(pung A3otouyda] weaDd) 11D AL

(LTAd) 19°l01d 97dV (39SDH) 2doing 3seq yinos jo Arunuwo) ASrsug
(60A:1) 303loxg Lousrdyyy A31oUuy pue A3I9Uy S[qeMIUY 10309G SJCALL]

(0Ad) 19301 uoneIqeyay uonNqLsI AJLIST

(90X4) 13loxg yuowdorensa(q 10309g sen)

:Supueury SuroSup

"SUISeq I9ALL Ul
suone[[eisur adesn Iojem Ioy jusuussasse joeduur
dATIR[NWND dpn[oul 0} pajepdn uone[sia]
‘payre)s uoneyuawadur

pue [puno)) SuruuefJ Y31 ay Aq pasoxdde
£3oreng juswadeur ) urseq I9je AL [EUOLIEN]
"PaYSI[qeISa 9] [[IM S93eI0}0a1Ip [erouraoid

ur uonpdadsur pue Surrojruowr ‘Surruured
[EJUSWIUOIIAUD I0] WID)SAS pajerdajur uy
"9)ISqOM

UOTjeZIURAI[) PUe JUSWUOIIAUY JO ANSIUIA UL
PasO[aSIp a1k SUOISIap VI “uonemn3al g

ay jo uonejuswadwr Y3SnoIy) passyde Suraq
SI paseaIdul SUIewW UOISIAP [eJUSUUOIIAUD

ur uonredonred orgqnd pue Aousredsuery,
‘uone[si39[ ojur (Y[H) JUSWSSISSy

joedw] [EJUSWUOIIAUY U0 D /SE /€00 Pue

DH/T1L/ L6 Ym papuswre se DHH //£€/68
9A19311I(] Jo uonejuswaduwr pue uonisodsuer],

‘AeMIspun urewsr suorjero3au
pue 00z ut pauado reydeyD eyuswuoaug-Ng

'snooj aqqrssod e se uonoe ayewr, Ym ‘A31ous
d[qemauar pue Lousnyge A31ous paseaour
ySnoxnyp juswdo[oAap d[qeureisns, Jo UOISIA

s, Aoy T, yuswarduur 03 padofeasp suondo £orjo g
‘pardope suorssuud

se3 9snoyueaI3 10§ WSIURYDIW Paseq-}a3IeAl
“ue[J UonOY

a8ueyD ayewr)) ay jo uonejuLwRIdWI 11815
‘$T0¢ Aq padofeasp sSurprmgq Sunsixo

ur Lousndhye A3I9US 3SBIIOUT 0} UR[J UOHOY
‘pardope £3a1eng Lousnyyg ASouy

oo O 0O O

‘u8rsap 309loxd uo
Ppaseq paunep aq 0} I0JedIPU] :PISeaIdUT
uoneIqeyal PaysIazem Jo eary (q)
"T10T J0 pus dyj e GT :snjelg "gT0g-puo
£q (g 1se9] 1e 3981 ‘600 UI  :duI[eseq
"9AT}ORII(] YIOMIUTRT]
191\ ) Jo sadrourid junoooe ojur
Sunye) ‘surseq I9ALI G7 S, A3 m [, 10§
paxedaxd suerd uonoe uonosioi ] (e)
Juswdeuew urseq oyem pasorduwy o
"S[EIDJO [EIUSWUOIIAUS Pay1Iad Aojdwa
,MET [eJUSWIUOIIAUY 3} Y}IM 90UEBpPIOddE
UI S9SULDIT] pUe S)IUIS U0 UOHe[N3ay], sy}
0} 109[qns saruedwod [re jo jusdred A1y .
1y8noaiy; a8ueyd
ajewp o3 uonejdepe pue juswaSeuewr
[EIUSWUOIIAUD paudyjSuang i U033t

“TIA UI SIOWO0ISnd
UOI[[IW 9°g :duT[aseq GT A1 Aq SIoUWI0}sNd
Ayornos[e uoru 9 ynoqe saruedurod
ororod s31 ySnomyy payoear DAY e
"GT0T UI I0W 10 %0€ 0} 00T Ul %8T Woxy
pasearour uonerausg 12303 Jo a8ejusorad
© se uonerouad AJINOd[o S[qeMAURY o
'GT0T Aq £yoeded uonerousd
MIU MIA 000°0T Iseo] 38 Surppe Aq AS1ous
juahge pue aqerar jo Ajddns parordwy
y8noaiyy uoryeyudwddwr Ipun suoryde
Jjewr pue sa01nos AS19ud [qeMaudx
J0 asn paseanur ‘A319us JUIIYJS pue
d[qerpax yo Ajddns pasroxdwy :gauwiodznQ

(SHOILND) uelJ uonoy pue A3aeng juswdo[oas( ueqin payerdaur oy £q PaINSLaw aq 03 SJUSWDASIYDE ‘SONID YSDIIN], JO AJ[IRUIR)SNS PISLadU] o

*€10¢ 21039q pasoxdde aq 03 meT 193e A € JO red se jusuroSeurur sadInosal Iojem pasordur ySnoayy sdueypd ayewrpd 03 uoneidepe pasordury
‘saanseawr pue saprjod pauuerd pue payuswarduur jo ymsar e se ¢z0z Aq 110g 03 paredwod o0z £q Asusur AS1eus Arewrid Sunnpar ySnomnyy Aousiyye A31ous pasearour premoy ssox3o0xd oNeI o
“ue[J uondy adueyD) ajew])) [eUoneN [10g oY) Jo uonejuswadury

wexdor] dnoio spueq prIop

weido1] SJD 9y} Jo syndynQ pue sauolSI[IA

Juawmdogana ajquuivisns pauadaa( :¢ auay J 01823v41S

:$103eDTPU] [2A3]-A13UN0D)

s9mqryuo) SJO Yarym
03 sawodin(Q juswrdopasg Anuno)

[ Xauuy




(STAL 2 TIAL) T 29 T SOBID d[qeureysng MSH

'VVV 2anedipuy pue SuroSuQ

soueuy fedpuniy DAY
(ST/¥1ARJ) A310ug /paysiviepy /193sesIq /SOBID) S[qeure)sng Jo seary

:Supueury saAnedIpU

(Surinyonng uonoesuer] sGuney yipaiD) redoruniy)

sonI) d[qeurelsng :(Aroe A10sIApy ampnnseyu] aeALJ-dIqnd) AVIdd AL
(60X4) ssauparedaig pue uoneSnIA

19)8eSI(] :(A19A009Y pue uonONpPaY 193SesI(] 10§ AJ[De] [eqoD) MAALD 4L
ORI [nquess] Surpnpur syosfoxd armjonyseryur jo SunmIapun YOI
(S0A:1) 3199[01 UOIIEZIUISPOIA 213SEPE)) pUE UOHRISISIY pue]|

(0TAq) Sumueur] feuonippy snid

(S04 10loxg ssauparedarg Aouaiowy pue UoneSHIA YSIY dIWUSIAG [NUL)S]
(0TAq) Sumdueurq feuontppy snid (GA) 192014 sad1a19G [edDIUNA

:Sumpueury SuroSug

wexdorg dnoio spueq prIop

‘uononpoid 1oues)d SpIemo) s10309s
[ergsnpur ay3 SunjIys jo UoIsIA s, A3 [,
juawreduur 0y padofesap suondo AorjoJ
*Korjod

uonezrueqin jo jusuwrdoessp 3roddng
"€10C 4q (doyuerzes

pue 1wz ‘nquess| ‘eA[ejuy ‘ereyuy)
suor3ar Ayrrorad oAy ur sfeored uoryur

F }SEI Je I0J JeULIO] J[qISSadde A[[eIIFIp

UI PIZIUIOPOW SWRISAS UOTeWLIOUT
Ansi3a1 pue anseped Ayxadoid [eay
‘Gursuadt]

uonoNIIsuod pue syrurrad Surpmg ojur
spaepuels Aouamyga A31ous jdepe 03 san
Bunoddns 1oy padoessp suondo Ad10g
"SIMID UT SJUSWIISIAUT

Aduaroyye 319U pue [EJUSUIUOIIAUS 0]
“Sueq I3[ YSNOIY} JUSWISIAUL ddueuly (AL)
pue ‘DdusLIadxa [euoneUIaIUI U0 paseq
Anqiqear pue Ajiqeureisns £ 10jruour
() “Ayoeded Tepueury Surpniour “Surping
Ayoedes sen puedxo (1) ‘Buisnoy pue
j1odsuen ueqin aaoxdur (1) :03 passnosip

pue pado[oasp seare ueqin A3y uo wrerdorg

[

weido1] SID 9y} Jo syndynQ pue saU03SI[IA

Juamdogana ajquuivisns pauadaa( :¢ awayJ 21823v41S

"L10g Ut Surppmq
666 03 paredwod axyenbupres rofewr
© JSIS9I 0} PAJONIISU0IAT /PIIIOIIDT
eary uejrjodonay naquelsy Ay ur
ssurpying driqnd g/ Jo [e303 € 1SLA 1Y«
*KyIqeuressns [eueury Suraoxdur
10 /pue ‘SUOISSIWD U0qIed JUpnpax
“Kouamdryye A31aus Sursearour £q
s1a81ey souewriograd xopuy saniD
d[qeure)sng 199w sanId Jo7id Mo
039
‘23eromas “uoroarjoo adeqred ‘Ajddns
I91eM 39 ‘S3DIATAS UeqIn dIseq 0}
ssadoe paured aaey] 303[01] SIDIAIIG
reddruniy sy zepun sanm joqid anoy
ayy ur adoad 0‘0ck euonippe uy .
1y 8noaiy
SN SN THI0
Aynqeureysns pasoxdwy 9T aut0djnQO

sanqruuo) SAD Ydrym
0} sawodinQ jusawrdoraasg Anuno)

[ Xouuy




Annex 2

MACROECONOMIC ANNEX
Recent Economic Developments*

1. After a banking crisis in 2001, when GDP contracted by 5.7 percent, and an expensive recapitalization
of its banks, Turkey embarked on a path of concerted structural reforms. Reforms were wide-spanning and
aimed at improving fiscal and public financial management, strengthening banking supervision, introducing
a comprehensive social security reform, and revamping the framework for macroeconomic management,
within which an independent CBRT is responsible for inflation-targeting.

2. Turkey’s macroeconomic policies and structural reforms over the past decade have yielded robust
economic growth. Real GDP increased by 50 percent between 2001 and 2010 and the average growth rate
was nearly 7 percent during 2003-07, up from an average of 4 percent during the 1990s. Growth resumed
rapidly after the 2008-2009 global crisis, at 9 percent in 2010 and 9.6 percent in the first three quarters of 2011.
Per capita income almost tripled since 2002 and now stands at US$ 10,067. Public sector primary balance
averaged about 2.8 percent of GDP over 2004-10 and gross public debt as a percentage of GDP fell from 73.4
percent in 2002 to 45 percent in 2010, in spite of a moderate increase during the 2008-09 global crisis. Inflation
came down from a high of around 70 percent to under 10 percent. Healthy export growth (13 percent per
year over 2004-10) contributed to limiting external vulnerability. On the back of strong reserve build up,
improvements in the country’s prospects were also signaled by upgrades post- 2008 and outlook revisions
by all the main credit rating agencies. More recently, in September 2011 S&P raised Turkey’s local-currency
rating by one notch to BBB-. In November 2011 Fitch changed Turkey’s sovereign debt rating outlook from
positive to stable while keeping the rating at BB+, reflecting increasing near term risks to macroeconomic
stability (see below).

3. The Government adopted expansionary macroeconomic policies during the 2008-2009 global crisis.
Turkey suffered from a short but sharp fall in GDP (4.8 percent) in 2009 reflecting a strong deterioration of
investor and consumer confidence and a drop in external demand and capital inflows. The current account
deficit narrowed significantly as imports reacted strongly to the sharp slow-down in domestic demand while
exports were less affected. Foreign direct investment slowed considerably from 2.3 percent of GDP (US$
17 billion) in 2008 to 1.1 percent of GDP in 2009 (US$ 6.9 billion). Unemployment reached a high of 16.1
percent in February 2009, an increase of 35 percent compared with the same time in 2008. The authorities
moved quickly to maintain confidence and liquidity in the banking sector (including through a reduction in
reserve requirements and the reintroduction of a ‘blind-broker’ lending facility), and implemented a set of
employment measures, as well as fiscal stimuli. Between October 2008 and November 2009, the overnight
interest rate was cut by a cumulative 10.25 percentage points. The general government fiscal deficit increased
sharply from 1.6 percent in 2008 to 5.5 percent of GDP in 2009, due mainly to the operation of automatic
stabilizers (such as the increase of approximately 1.8 percentage points of GDP in budgetary transfer to the
Social Security Institution (SSI)). Facilitated by expansionary policies, unemployment peaked by mid-2009
and output began to recover by the last quarter of 2009.

4. Turkey recovered from the 2009 recession with a GDP growth of 9 percent in 2010 and 9.6 percent
during the first three quarters of 2011, facilitated by rapid credit growth® and high capital inflows on
the back of global liquidity and healthy Turkish balance sheets. Output is now almost ten percent higher
than its pre-crisis peak. During the past two years, growth has been driven by domestic consumption and
investment demand from the private sector, fueled by historically low interest rates. In 2010 economic
growth was 9 percent; of this, private consumption and private investment accounted for a sizeable share
(about 5 percentage points each, with net exports making a negative contribution; see Table 1). With very
low domestic savings, and on the back of healthy Turkish balance sheets and quantitative easing in some

24  See Figures 2-15 for a graphical illustration of the recent economic developments.
25 Annualized weekly credit growth peaked at 50 percent in January 2011.
I
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advanced economies, growth has relied on short-term, capital inflows (mostly mediated by the banking
system) to finance imports, while Foreign Direct Investment (FDI) has remained subdued. This has in turn
contributed significantly to the widening of the current account deficit.

5. High growth of imports (in particular of capital and intermediate goods) led to a rapid rise in
Turkey’s current account deficit (CAD), from an 8-year low in 2009 to historic highs during 2011. The CAD
widened from US$ 14 billion (2.3 percent of GDP) in 2009 to US$ 47.1 billion (6.4 percent of GDP) in 2010
and 77.8 billion as of November 2011 (9.8 percent of GDP) on a 12-month rolling basis. Furthermore, the
composition of the CAD deteriorated with the share of FDI in total inflows falling from 45 percent in 2007 to
18 percent in 2011 (Figure 1). Although energy accounts for a large share of the trade deficit (nearly 5 percent
of GDP on average in recent years), the non-energy balance contributed significantly to the deterioration. The
private sector accounted for the bulk of the CAD, and private external indebtedness increased correspondingly,
from US$ 188 billion in 2008 to US$ 202.2 billion in 2011. The reliance on high level and short-term nature of
the financing of the current account deficit will likely continue in the near future, with the associated risks of
a significant growth slowdown should Turkey be hit by growing risk aversion in global financial markets.

Figure 1. Composition of Capital Inflows
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Source: CBRT.

6. Unemployment has fallen below pre-crisis levels, notwithstanding an increase in labor force
participation, but it remains high. After peaking at above 16 percent in February 2009, seasonally adjusted
unemployment has decreased steadily falling to 9.1 percent by October 2011, improving upon pre-crisis levels.
Nonetheless, open unemployment in Turkey remains high in absolute terms, and the Turkish labor market
is characterized by low activity rates and high job informality. The employment rate of working age (15-64)
women in 2010 is the lowest among OECD and Europe and Central Asia countries. And about 40 percent of
those employed are working in the informal sector, although job informality has been decreasing somewhat.
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Table 1: Selected Macroeconomic Indicators (2005-2011)

Growth (%) 8.4 6.9 47 0.7 -4.8 9.0 8.0
Contributions to Growth (percent)
Consumption 5.8 41 4.4 0.0 -0.8 5.0 6.3
o/w Private 5.6 3.3 3.8 -0.2 -1.6 4.7 5
Gross Fixed Capital Formation 3.9 3.2 0.8 -1.5 -4.5 6.0 4.8
o/w Private 3.1 3.1 0.6 -2.0 -4.4 54 44
Net Exports -1.4 -0.3 -1.2 1.9 2.7 -4.4 -3.0
Exports 1.9 1.6 1.8 0.7 -1.3 0.9 1.4
Imports -3.3 -1.9 -3.0 1.2 4.0 -5.2 -4.4
Change in Inventories 0.1 -0.1 0.6 0.3 2.3 2.4 -0.1
GDP (billion US$) 481.5 526.4 648.6 742.1 616.7 734.9 791.5
Consumption (as % of GDP) 83.1 82.5 83.8 82.3 85.8 85.3 86.2
Investment (as % of GDP) 20.4 224 21.4 221 15.3 20.2 23.0
Domestic Savings (as % of GDP) 15.9 16.6 15,5 16.8 13.2 13.9 13.3
Credit Growth (%) 56.8 40.2 27.9 29.8 7.1 33.7 29.5
Unemployment rate (%) 10.6 10.2 10.3 11.0 14.0 11.9 9.8*
CPI Inflation (%) (end-of-period) 7.7 9.7 8.4 10.1 6.5 6.4 10.5*
General Govt. Rev./GDP, % 329 34.8 33.6 329 34.6 25.5 36.9
General Govt. Exp./GDP, % 33.0 334 33.8 34.6 40.1 384 38.1
General Govt. Bal./GDP, % -0.1 1.4 -0.2 -1.6 -5.5 -2.9 -1.2
Public Sector Primary Balance/GDP, % 5.0 45 3.2 1.6 -1.0 0.8 1.2
Gross Public Debt/GDP1 54.1 48.2 42.2 429 48.9 45.0 40.2
Gross External Debt/ GDP 35,3 39.5 38.5 37.8 43.6 39.5 413
Export Growth (f.o.b.) 16.3 16.4 25.4 23.1 -22.6 11.5 18.5%
Import Growth (c.i.f.) 19.7 19.5 21.8 18.8 -30.2 31.7 29.8*
CAD (billion US$) 223 32.2 38.4 42.0 14.0 471 77.2*
CAD/GDP (%) 4.6 6.1 5.8 5.7 2.3 6.4 9.8
Reserves (billion US$) (including gold) 50.2 60.7 74.7 72.9 74.8 86.0 88.2*
Reserves (as months of imports) 52 52 5.3 43 6.4 5.6 4.4*

Source: Undersecretariat of Treasury, Ministry of Development, BRSA, CBRT, TURKSTAT, Bank Estimates for selected 2011 variables.

! Gross public debt as defined by the Undersecretariat of Treasury varies from the EU defined general government debt stock definition. The
difference arises from the following adjustment items for EU defined debt: (i) recording of zero coupon securities at face value; (ii) inclusion of
inflation variation for CPI indexed bonds; (iii) inclusion of coins in circulation issued by Treasury; and, exclusion of the government securities held
by different public sector institutions, (iv) exclusion of debt stocks of SOEs. *actualized

7. High growth has translated into continuing improvements in the headline fiscal balance, but
primary spending remains above pre-crisis levels. The general government fiscal deficit declined from 5.5
percent of GDP in 2009 to an estimated 1.2 percent in 2011 and, after a crisis-related increase in 2008, the public
debt to GDP ratio has resumed its downward trend. The decline in the fiscal deficit reflects the strong cyclical
nature of tax revenues, but a comprehensive tax restructuring program and a reduction in the interest bill
have also contributed. However, primary spending remains significantly above the pre-crisis level, primarily
due to higher capital investment, wage and pension spending. There has been structural loosening in recent
years, from a structural primary surplus equivalent to 1.3 percent of GDP in 2007 to an estimated deficit of
around one percent of GDP in 2011.
I
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8. Facing difficult policy trade-offs, CBRT has implemented an ‘unorthodox’ policy, moving to a
tightening stance in late 2011. A weak global economy, and the transition from large capital inflows and
upward pressure on the lira in 2010 to declining inflows and lira depreciation pressures in 2011 have created
difficult economic policy trade-offs. In late 2010, in response to surging capital inflows, CBRT adopted an
“unorthodox” monetary policy cutting overnight interest rates in an effort to discourage portfolio investors
from taking short-term ‘carry trade’ positions in lira assets, while at the same time increasing reserve
requirements to curtail domestic credit. The lira weakened significantly as a result, while credit growth began
to slow following the introduction of macro-prudential measures by the Banking Regulation and Supervision
Authority only in June 2011. Prompted by concerns about the global economy and early indications of a
domestic slowdown, CBRT reduced the policy rate by 50 bps in early August 2011.

9. Since mid-October 2011, responding to an increase in inflation (primarily reflecting pass-through
of the cumulative 30 percent nominal depreciation since November 2010), CBRT has tightened monetary
policy. It has inter alia increased overnight lending rates and engaged in large-sale foreign exchange selling
auctions and direct interventions. As a result, the interbank overnight rate increased from 6.5 percent in
December 2010 to 11.2 percent in December 2011, and the benchmark government bond yield rose from 7.11
to 11.04 percent during the same period.

10. Turkey’s EMBI spread has continued to outperform the aggregate emerging market index. It fell
from a post-crisis high of 889 (October 27, 2008) to 265 at end-November 2009, essentially back to pre-crisis
levels. By mid-November 2010, Turkey’s EMBI spread had dropped to 159 bps, but by end-November 2011,
they surged to 352 bps (although still below the 413 bps EMBI global spread for emerging markets).

Medium-term Economic Prospects

11. Growth is expected to slow down significantly in 2012, before recovering to about five percent
per annum in the medium-term. The annualized weekly credit growth rate declined to 23 percent in mid-
December 2011, less than half its peak of 50 percent in January 2011. On the back of slower credit growth and
falling domestic and foreign demand, growth is estimated to have slowed down already in the last quarter
of 2011, bringing the growth rate for the year at around eight percent. Real GDP growth is expected to slow
down to about three percent in 2012. The macroeconomic outlook beyond 2012 is more favorable and, in line
with Government’s Medium-Term Program (MTP), projects a GDP growth rate of around five percent per
annum, driven largely by strong private-sector led domestic demand. The projected growth is predicated on
capital inflows financing a current account deficit of 5-6 percent over the medium term.

12. This growth path is predicated on continued progress on Turkey’s unfinished structural reform
agenda. Such reforms include the implementation of the new commercial code and the code of obligations,
the labor market reform, measures to bolster long-term fiscal savings, and steps to reduce the dependency on
imports of fuel through an expansion of renewable energy use in electricity generation and improvements
in energy efficiency. The current account deficit is projected to narrow in the outer years (on the back of
structural reforms and enhanced competitiveness as well as a recovery in global growth) and supported by
higher domestic savings.

13. The MTP envisages gradual improvements in fiscal balances. On the public sector side, Table 2
shows a shift from a 1.0 percent public sector primary deficit in 2009 to a 1.4 percent surplus by 2014, with the
general government balance shifting correspondingly from a 5.5 percent deficit in 2009 to a 0.5 percent deficit
in 2014. Given current global economic uncertainties, the Authorities need to remain vigilant and avoid fiscal
policy slippages. This will help limit risks, which can rapidly increase in the current volatile environment,
strengthen investor confidence, and moderate aggregate demand.
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14. The fiscal adjustment over 2012-14 will come mainly from expenditure measures. General
government expenditures as a share of GDP are projected to decline, from the 2009 level of about 40 percent,
to about 36.8 percent by 2014, leading to a declining borrowing requirement. The decrease in spending over
the MTP period is driven by a decline in current expenditures, mainly cuts in goods and services spending,
and a decrease in current transfers to the Social Security Institutions (because of the improvements in its
balance).

Table 2: Medium-Term Macroeconomic Projections and Targets

Growth (%) 2.9 4 5 5 5
Contributions to Growth (percent)
Consumption 2.5 3.2 3.6 34 33
o/w Private 2.3 2.9 3.3 2.3 3.2
Gross Capital Formation 1.0 1.7 22 2.3 2.3
o/w Private 0.8 1.2 1.9 21 2.2
Net Exports -0.5 -0.9 -0.8 -0.7 -0.6
Exports 1.7 1.5 2.0 21 24
Imports -2.2 -24 -2.8 -2.8 -3
CPI Inflation (%) (end-of-period) 7 52 5 5 5
General Govt. Rev,/GDP, % 36.4 36.5 36.3 36 36
General Govt. Exp.,/GDP, % 37.4 37.2 36.8 36.5 36.4
General Govt. Bal/GDP, % -1.0 -0.7 -0.5 -0.5 -0.4
Public Sector Primary Balance/GDP, % 1.3 1.1 1.4 1.7 1.9
Gross Public Debt/GDP? 38.4 37.0 35.2 33.2 31.2
Gross External Debt/GDP 42.6 43.0 42.6 41.8 41.1
CAD (billion US$) 63.7 66.0 66.4 64.9 61.1
CAD/GDP (%) 7.6 7.3 6.9 6.3 5.6
Reserves (billion US$) (including gold) 90.4 91.9 95.1 97.1 100.8

!World Bank staff estimates for total public debt stock (consistent with EU defined general government debt stock reported in MTP) and gross
external debt stock.

Source: World Bank Staff Projections

15. External financing needs will remain high in 2012-16 (Table 3). Turkey should be in a position to
attract further FDI given privatization efforts and the potential for mergers and acquisitions. The baseline
net FDI inflows are projected to rise from US$13 billion in 2012 to US$18.1 billion in 2016. Similarly, net
portfolio flows are assumed to be positive, consistent with continued Eurobond issuance and the potential of
the domestic capital market to raise financing. However, higher oil prices than assumed here (US$100), for
a sustained period, would create additional external financing requirements - a risk that needs to be closely
monitored going forward. A US$10 increase in oil prices would increase the CAD by an estimated 0.4-0.5
percentage point of GDP, and would shave around 0.2-0.3 percentage points of growth.
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Table 3: External Financing Projections (US$ billion)

Gross financing requirement 82.9 61.2 92.9 118.6 102.5 102.3 101.3 95.8 89.9
Current account deficit 42.0 14.0 471 77.2 63.7 66.0 66.4 64.9 61.1
Eurobond repayments 3.4 1.9 2.6 1.7 25 1.6 3.3 3.8 4.6
gﬁgrlﬁzsgg long-term debt 375 453 432 397 363 347 316 270 243
Public sector 5.4 3.9 5.3 5.7 5.2 4.0 3.9 3.3 3.2
Private non-bank sector 249 33.8 31.2 27.1 20.1 227 20.8 16.9 14.8
Banks 7.2 7.6 6.7 6.9 11.0 8.0 6.9 6.8 6.3
Capital Inflows 81.9 61.3 105.7 116.7 103.1 103.8 102.0 96.9 92.9
FDI (net) 17.0 6.9 7.6 13.4 13.0 16.5 171 17.8 18.1
Portfolio (net) -5.0 0.2 16.1 22.2 171 22.3 25.4 29.5 33.9
General Government 8.9 4.8 6.7 49 6.2 4.8 4.7 4.0 3.8
Egir‘l’gt;eljg)"%“k Sector (Medium 477 244 251 297 251 295 270 220 192
Banks (Medium and Long Term) 8.1 6.0 7.6 12.3 17.0 12.0 10.4 10.2 9.5
Net Error and Omissions 41 4.1 2.7 12.2 0.8 0.0 0.0 0.0 0.0
Short-term inflows (net) 1.1 14.9 39.8 22.1 23.8 18.7 17.4 13.4 8.4
Change in Reserves 1.1 -0.1 -12.8 1.8 -0.5 -1.5 -0.7 -1.1 -3.0
Rollover Ratios (%) Assumptions
Central Government 163.3 123.6 127.2 85.3 120.0 120.0 120.0 120.0 120.0
Corporate (MLT) 191.4 72.2 80.5 109.6 125.0 130.0 130.0 130.0 130.0
Banks (MLT) 112.9 78.6 1141 177.6 155.0 150.0 150.0 150.0 150.0

Source: Undersecretariat of Treasury and CBRT (until 2011), World Bank Staff Projections

16. Despite the benign outlook in the baseline scenario, a combination of external and domestic
factors poses high risks going forward, including from the spillovers of the European debt crisis. Turkey’s
dependence on external financing has left the country prone to boom-bust cycles. The weakening global
economic outlook and increasingly severe international funding strains have the potential to spill over to
Turkey. Under a deepened crisis scenario in the Euro zone and a corresponding sudden stop of capital
inflows to emerging markets driven by a flight to safety, Turkey could possibly face a renewed recession.

17. In such a scenario, unlike in the baseline scenario, public debt would rise. The public debt
sustainability analysis suggests that the risks to the sustainability of Turkey’s debt burden are moderate in
the baseline scenario. Under the baseline macroeconomic scenario, gross public debt is forecast to decline
from 45 percent of GDP at end-2010 to 33.2 percent of GDP by 2015. However, in the extreme downside
scenario described above the interest rate would go up, the exchange rate would depreciate and GDP contract
and fiscal performance would deteriorate. As a result, public debt to GDP ratio would rise to 44.4 percent
(7.4 percentage points above baseline) in 2013 before resuming its downward trend and declining to slightly
below 39 percent by 2016.
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Figure 2. Public Debt Sustainability
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18. External debt dynamics are also vulnerable to a severe unfavorable shock. After declining

considerably from 56.2 percent in 2002 to 35.3 percent in 2005, external debt stood at 41.3 percent at end-2011
and is forecast to increase to 42.6 percent by end-2012 before easing to 41.1 percent by end-2016 in a baseline
scenario. However, external debt sustainability analysis shows that, in the event of a sudden stop of capital
flows, the external debt to GDP ratio would rise from 41.3 percent to almost 48 percent in 2014 (5.3 pp higher
than in the baseline) (Figure 3). The pace of increase in the external debt ratio would slowdown thereafter,
with external debt to GDP at 48.6 in 2016.

Figure 3. External Debt Sustainability
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The 2000s Growth Story:
Fig. 4. Turkey has had strong recent growth ... Fig.5... supported by buoyant trade ...
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Fig. 6 ... and falling inflation. Fig. 7. Growth also helped to reduce public debt.
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Fig. 8. Strong credit growth amongst other factors ... Fig.9 ... led to a widening Current Account Deficit.
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Recovery from the Global Financial Crisis:

Fig. 10. A temporary increase in government spending ...  Fig. 11 ... areduced policy rate ...
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Fig.12 ... combined with renewed confidence in Fig. 13 ... and increased credit growth ...
the economy ...
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Fig. 14 ... all helped to reduce unemployment to Fig. 15... while the current account deficit
lower then pre-crisis levels increased sharply, increasing vulnerabilities.
Unemploymentrate Monthly CAD, USDm
17 A 10000
16 1 2000 -
15 8000 -
14 1 7000 -
13 4 6000 -
5000 A
12 A
4000 -
11 A
3000 A
101 2000
B 1000 -
B T T T T T T T T T T T T T T T T T T 0 L L A S
5535883833238 333323373 05535888828888322333737
FEI3s53533§r338a8%




Annex 3

TURKEY: COUNTRY PARTNERSHIP STRATEGY COMPLETION REPORT
World Bank Group FY08-11%*

I. INTRODUCTION AND OVERVIEW

1. The FY08-11 Country Partnership Strategy (CPS) between Turkey and the World Bank Group
(WBG) was carried out against the backdrop of the global financial crisis. The global downturn had a
significant impact on Turkey, but the economy rebounded quickly and strongly. Turkey’s robust growth
before the global crisis, resilience during the global crisis, and renewed rapid growth after the global crisis
are grounded in sustained strong economic management and fundamental and systematic structural reforms
carried out since the economic crisis in 2001 and continuing today —all supported by the WBG.

2. Turkey expanded and strengthened its partnership with the International Bank for Reconstruction
and Development (IBRD), the International Finance Cooperation (IFC), and the Multilateral Investment
Guarantee Agency (MIGA) during the CPS period. Total new IBRD financing of USD 7.6 billion in this
CPS—an increase by USD 1.4 billion over the originally envisaged USD 6.2 billion, reflecting increased
financial support to help address the impact of the global crisis —meant that by June 2011 Turkey was IBRD’s
second largest borrower, with USD 12.9 billion outstanding. Total new IFC financing was USD 2.0 billion and
its committed portfolio grew by 82 percent. Turkey is MIGA’s 2" largest client, as gross exposure grew by 42
percent, from USD 671.8 million in 2008 to USD 951 million at end-FY11.

3. Turkey and the WBG adjusted the CPS at its halfway point. The modification, laid out in the
Country Partnership Strategy Progress Report (CPSPR), enabled the WBG to support Turkey in its response
to the financial crisis and the recovery of sustainable growth. The adjusted CPS centered on macroeconomic
resilience and stability; an increase in medium-term credit to the private sector, especially small and medium
enterprises (SMEs), which create around 80 percent of employment in Turkey; and medium-term structural
reforms to underpin sustained economic growth and job creation —with an additional new focus (introduced
through the CPS PR) on the environment and climate change. IFC realigned its strategy to help its clients to
survive the crisis and improve their competitiveness, while conserving and creating jobs.

4. This self-evaluation argues that the FY08-11 CPS was successful. Both the program’s performance
in influencing CPS outcomes as laid out in the results matrix, and the WBG's performance in designing and
managing the implementation of the program during the CPS period have been assessed as satisfactory. The
reasons for this are as follows:

e All CPS milestones were achieved or partially achieved (see Section III below for details). Sound policies
and reforms, supported by the WBG, contributed to Turkey’s strong overall economic performance —rapid
growth, interrupted for two years by the global crisis, macroeconomic and financial stability, and increased
employment. Moreover, policies, programs, and projects realized with the support and partnership of
the WBG produced concrete development results in key CPS areas. For example, electricity transmission
and peak capacity increased by 60 percent between 2002 and 2010. The health system’s greater reach and
efficiency improved health outcomes nationwide, gaining international recognition. The progress made
by the Istanbul Governorship in strengthening the city’s resilience against earthquakes, and preparedness
for responding to disasters is considered to be an international role model.

26 Date of CPS: January 25, 2008 (Report No. 42026 TR). Board discussion on February 28, 2008. Date of CPS Progress Report: December 3, 2009
(Report No.51689-TR) Prepared by Ina-Marlene Ruthenberg, Ben Welch and the Turkey Country Team. George Konda had the leadership for
IFC contributions, and Franciscus Johannes Linden for MIGA. October 26, 2011.
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e The open design, flexible mid-point adaptation, and effective implementation of the CPS helped ensure
that all goals and milestones were at least partially met even in the highly challenging context of the
2008-2009 global financial crisis. Goals and milestones that were partially rather than fully achieved
are concentrated in areas particularly sensitive to the impact of the crisis, such as increasing private
investment, improving export competitiveness, and increasing employment.

e The CPS delivered results beyond its originally envisaged scope and goals. The WBG worked closely with
Turkey in responding to the global crisis. Support for Turkey’s energy reforms grew into collaboration
on renewable energy, energy efficiency, and climate change mitigation. Turkey became the first country
to access the Clean Technology Fund (CTF). The engagement on clean energy and climate change and
customized knowledge services on watershed management and the alignment with EU environmental
regulations led to consideration of a sustainability pillar in the FY12-15 CPS.

II. PROGRESS TOWARDS COUNTRY GOALS

Turkey emerged from the global financial crisis with an impressive rebound in GDP growth
The current account deficit remains a vulnerability

5. Turkey has made major advances towards achieving its development goals outlined in the Ninth
Development Plan* and its Millennium Development Goals (MDG), as shown by its 2010 MDG Report.
Turkey’s per capita income almost tripled since 2002 and now exceeds USD 10,000%. Extreme poverty has
been eliminated; the primary education and maternal health goals have been achieved; significant progress
has been made in reducing infant mortality and improving environmental sustainability; and Turkey is on
its way to reach other outstanding MDGs by 2015%. EU harmonization is advancing, albeit slowly —with 13
chapters of the EU-Acquis opened and one (Science and Research) provisionally closed. Turkey increased its
net official development assistance from USD 67 million in 2003 to USD 967 million in 2010%.

6. Turkey’s economic stability is enhanced and its credit ratings have been upgraded,® although the
country’s current account deficit remains a critical vulnerability. After rapid economic growth before the
crisis averaging almost 7 percent during 2003-2007, GDP fell by 4.8 percent in 2009, and unemployment
peaked at 16.1 percent in February 2009 (29 percent among youth). Yet, in a rapid and strong rebound, the
Turkish economy grew by 9 percent in 2010 and by 10.2 percent in the first half of 2011, and unemployment
fell back to pre-crisis levels, at 9.2 percent, in May-August 2011. The quick return to robust growth caps a
decade of robust growth since 2010 —a decade in which sound and prudent macro-economic management,
coupled with ambitious structural economic reforms, turned Turkey into a leading international economy.
EU defined gross public debt fell from 77.9 percent in 2001 to 42.2 percent in 2010 (even after the temporary
increase during the global crisis). The government’s primary surplus fell from 5.3 percent of GDP in 2006
to 0.7 percent in 2010, and the primary surplus is expected to increase in 2011*. Despite broad success,
challenges remain. The largest of these is the current account deficit (CAD). The 12-month rolling CAD rose
to USD 74.6 billion in June 2011, and the annualized current account as of June 2011 reached 9.3 percent of
GDP —not yet reflecting initial signs of a cooling down of credit, import, and output growth. More than 60
percent of the CAD reflects Turkey’s structural dependence on energy imports. The high CAD is a particular
vulnerability, as about half of it is financed by short-term capital inflows.

27 Turkey’s Ninth Development Plan 2007-2013 lists these strategic objectives: increasing competitiveness, increasing employment, strengthening
human development and social solidarity, ensuring regional development, and increasing quality and effectiveness of public services.

28 According to TURKSTAT, per capita GDP was USD 3,492 in 2002 and USD 10,079 in 2010.

29  Other MDGs cover universal primary education (Goal 2), gender equality & empower women (Goal 3); child mortality (Goal 4); HIV/AIDs,
malaria & other diseases (Goal 6); ensure environmental sustainability (Goal 7); and a global partnership for development (Goal 8).

30 Source: OECD DAC statistics.

31 Atend 2007, S&P, Moody’s & Fitch's ratings were BB-, Ba3 and BB respectively. As of 17" August 2011, they had risen to BB, Ba2 & BB+.

32 Source: CBRT General Government Balance.
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7. The financial sector proved resilient in the crisis, and financial markets are deepening slowly, but
medium and long-term credit remains scarce. Credit markets are stronger and the scope of financial services
is greater today than in 2007, at the beginning of the CPS period and before the global crisis. Bank credit
increased significantly after 2008-09; by 2010 the share of total credit in the economy was 48 percent of GDP,
up from 32 percent of GNP in 2006. Nevertheless, while the maturity profile of loan portfolios has improved,
as of end-June 2011 about 50 percent of banks’ loans had a remaining maturity of less than one year. Other
forms of financing have expanded commensurately: leasing, factoring and consumer finance assets grew
by more than 80 percent, from TL 20 billion in 2006 to TL 36.4 billion in 2010. Bonds issued by banks have
increased almost tenfold, with TL 14.3 billion of corporate bonds outstanding in July 2011.

8. A business climate reform program is underway, but trade performance is improving slowly after a
steep decline in 2008-2009, in part due to weak external demand. Export growth slowed in late 2010 and early
2011, held back by weak demand (particularly European)*. Foreign direct investment flows also dropped
dramatically during the crisis®. Despite significant increases in 2010 they have yet to return to pre-crisis
levels. Business climate reforms, started before the crisis, have resumed. Sweeping legislation to modernize
the investment climate and further align it with EU regulation was passed in 2010 and 2011 —including a
new Commercial Code, which fundamentally reforms and is akin to a ‘new constitution” for the corporate
sector and commerce; a new Code of Obligations; a new Civil Procedures Law; and a new Monitoring and
Supervision of State Aids Law.

9. Employment and labour market reform is incomplete. The Government separated reforms into
two packages. The 2008 Labour Package reduced non-wage labour costs, cutting employers’ social security
contributions by 5 percent. This lowered tax loads, reduced the non-financial costs of providing employment,
and supported the expansion of Active Labour Market Policies (ALMP). The February 2011 Omnibus Law
reduced disincentives for part-time work. The Government’s Medium-Term Program for 2011-2013 envisaged
the adoption and implementation of a comprehensive new employment strategy, including reforms to increase
labour market flexibility and worker protection.

10. Turkey’s energy reforms yielded impressive results. Effective management and regulation increased
energy security and reliable supply to households and firms. Annual output increased from 176 TWh in 2006
to 210 TWh in 2010. Electricity tariffs have allowed for full cost recovery since 2008. The private sector’s share
of distribution grew from 3 percent in 2006 to 44 percent in 2010. Renewable energy capacity and investments
increased: electricity produced by privately owned renewable generation facilities rose nine-fold, from 1,490
GWh in 2002 to 14,002 GWh in 2010; and the 2007 Energy Efficiency Law gives further impetus to energy
efficiency.

Social outcomes have improved

11. Health outcomes haveimproved. Accesstoeducationand tosocial security hasbroadened. According
to government data, maternal mortality fell from 28.5 deaths per 100,000 live births in 2005 to 16.4 in 2010,
and infant mortality decreased from 25 to 10.1 per 1,000 live births in the same period —a major achievement,
although infant mortality remains high in comparison to other OECD members. Access to education has
improved substantially: primary education is now virtually universal, and secondary education enrolments
and completion are also on the rise (for details: paragraph 28). Pre-primary school enrolment, at 30 percent,
is rapidly increasing, but remains below the level of countries with similar income levels. Consumption(food
and non-food)-based poverty* fell from 27 percent in 2002 to 17 percent in 2008 and, after a modest increase
to 18 percent in 2009 during the global crisis, is estimated to have been falling again in 2010-2011.

33 TURKSTAT calculated GNP in 2006 and calculates GDP today.

34 MTP 2011-2013 revised targets to USD 127 billion in 2011, USD 143.5 billion in 2012 & USD 160 billion in 2013.

35 Gross FDI was: USD 22 billion (2007), USD 19.5 billion (2008), USD 8.4 billion (2009) & USD 8.9 billion (2010).

36 In keeping with WBG practice in Turkey, this Completion Report uses the Turkish Government’s definition of poverty lines.
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Public sector management and service delivery are improving in quality and transparency

12. Public sector management has improved. Successful tools include medium-term projects and
budgets, strategic plans, and performance programs. Turkey’s systematic implementation of public financial
management (PFM) reforms has improved the comprehensiveness, transparency, accountability and
credibility of government budgets, especially at the national level. It has also strengthened the capacity,
transparency, and effectiveness of the public sector and public sector service delivery throughout the central
public administration.

13. Sustainable municipal development is key; improved disaster risk management is a success.
Turkey’s urbanization rate has reached at 65 percent. The Law on Iller Bankas1 A.S., enacted in 2011, is a
major achievement in the development of municipal infrastructure financing and effective local financial
management systems. Turkey’s new Integrated Urban Development Strategy and Action Plan for 2010-
2023 lays out a comprehensive approach to city development, including spatial planning and infrastructure
prioritization. Turkey has made great strides in upgrading its disaster management system. Istanbul’s Seismic
Risk Mitigation and Emergency Preparedness Project is acknowledged as a leading international example of
work in the field.

ITII. DEVELOPMENT OUTCOMES OF THE COUNTRY PARTNERSHIP PROGRAM

Pillar 1: Competiveness and Employment Opportunities

Macroeconomic stability and economic growth have been sustained

14. Turkey and the WBG responded to the global economic crisis by adapting the CPS to focus on
macroeconomic resilience and stability, maintaining medium-term credit to the private sector, especially
SMEs, and medium-term structural reforms to underpin growth and job creation. The implementation
of the CPS program supported and contributed to Turkey’s achievement of robust and resilient economic
growth, improved fiscal performance, and a decline in inflation, which fell to 6.2 percent in June 2011, the end
of the CPS period.

15. Central to the WBG’s partnership with Turkey were four programmatic DPL series, and
accompanying parallel programmatic AAA, focused on competitiveness, employment, the public sector,
energy, environmental sustainability and crisis response®”. The four DPL series provided total IBRD
financing of USD 4.4 billion. More importantly, the DPL series and parallel AAA were the key vehicle for
the WBG’s partnership and engagement with Turkey on macroeconomic policy and medium-term structural
reforms. Economic growth was also supported by 11 IBRD and 45 IFC investment projects.

Private investment, export competitiveness, and financial sector performance felt the impact of the global
financial crisis but proved resilient

16. Private sector credit, including financing for exporting firms and SMEs, has resumed rapidly after
contracting during the crisis. After remaining essentially flat in real terms in 2009, total loans increased by
33.9 percent, and loans to SMEs increased by 50.6 percent, in 2010. During the entire CPS period, credit to
SMEs increased by 64 percent. The growth in total credit, and in particular SME credit, during 2007-2010
is particularly noteworthy, because the global crisis sharply curtailed credit to the private sector, especially
to SMEs. However, lending remains mostly short-term although maturities are gradually being extended,
reflecting a dearth of longer-term financing. Indeed, the 2010 Investment Climate Assessment showed
that the majority of surveyed firms (especially SMEs) see themselves as restrained by problems associated

37 Development Policy Lending during CPS period:

Competitiveness and Employment DPL 2 (CEDPL2) for USD 500 million. (CEDPL 1 was part of the previous CAS.)

* Programmatic Public Sector DPL 2 (PPDPL) for USD 400 million (PPDPL 1 was part of the previous CAS.); Restoring Equitable Growth and
Employment (REGE) DPL 1 for USD 1,300 million; and REGE DPL 2 for USD 700 million. Responding to the global crisis, the PPDPL series
continued into the REGE series, which also incorporated key elements from the remaining CEDPL agenda.

e Programmatic Electricity DPL (PEDPL) 1 for USD 800 million and Environmental Sustainability and Energy Sector (ESES) DPL 2 for USD
700 million. The name of the series changed (PEDPL to ESES) when it was broadened to include climate change and the environment.
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with access to finance. SMEs account for almost half of total investments, two-thirds of total retail sales,
and around 60 percent of total exports in Turkey. Both IBRD and IFC financing helped the Turkish private
sector maintain production, exports, and employment during the crisis. IBRD lines of credit (LOC) provided
targeted support to exporting firms and SMEs. The IBRD AAA program included an evaluation of the results
of the LOCs —showing that the two SME LOCs contributed to the creation of an estimated 9,300 jobs and
the exports of firms benefitting from the second export finance intermediary LOC (EFIL II) increased by
117 percent during the CPS period. The SME LOCs included a requirement that on average 25 percent of
disbursed funds be provided to underserved regions. IFC support included an emphasis on short-term trade
finance and debt roll-overs, risk diversification through exports, microenterprise and SME financing through
portfolio financial institutions and private equity investments, and the mobilization of long-term funds from
other financial institutions (USD 1.73 billion). IFC’s client banks provide more than USD 10 billion in loans to
MSMEs and its portfolio companies have 68,000 employees, including 16,000 women.

17. The investment climate, export competitiveness, technology use and innovation are improving
slowly; further advances are a priority. The CPS program included a substantial of analytic and advisory
services as well as policy based financing in support of business and investment climate reforms —including
investment climate assessments, Environment and Enterprise Performance Surveys (BEEPS), a study of SME
development, and financing under the Second Competitiveness and Employment Development Policy Loan
(CEDPL) and the Restoring Equitable Growth and Employment Development Policy Loan (REGE DPL)
series. The program helped sustain the momentum of investment climate reforms through the global crisis.
Significant progress has been made, including the adoption of major reforms, such as the Commercial Code
and the Monitoring and Supervision of State Aids Law, supported by the WBG. However, the achievement
of milestones has been slow. The final draft of a new Public Private Partnership Law (PPP) was prepared in
2010 (in the meantime BOT Law no: 3996 was amended in 2011 and the secondary legislation was revised
accordingly to move forward with the BOT highway projects), enforcement of the new Intellectual Property
Rights (IPR) legislation has still to be fully raised to EU standards and the Commercial Code will take time to
become effective and be implemented. Preparation for a new capital markets law is ongoing. IBRD and IFC
are working together in providing ongoing support to the Capital Markets Board on the development of a
corporate bond market. In the meantime, IFC financing has helped strengthen Turkish firms” competitiveness
with new technology (e.g. energy efficiency and cleaner production) and on supporting Turkish companies’
regional and international expansion (15 projects in the Balkans, Russia, Georgia, Haiti, Tunisia, Egypt, and
Argentina with over USD 350 million in financing). MIGA worked extensively on thisissue. In Turkey 5 projects
(4 infrastructure and 1 finance) * were carried out, with a total of USD 1.02 billion in gross exposure. The first
underground metro system on the Asian side of Istanbul was supported by MIGA’s new guarantee product.
MIGA added 1 guarantee supporting an investment sponsored by a Turkish investor in a manufacturing
project in Iraq, bringing the total gross exposure of MIGA guarantees to Turkish investments outside Turkey
to USD 29 million in 5 currently active projects.

Turkey’s low employment rate and high informality remain a challenge

18. Turkey’s low employment rates and high informality made policies to enhance productive
employment a top priority. A series of analyses, mostjoint with government and other development partners,
and advisory work led to key policy recommendations on labour taxes, informal economy, female labour
force participation, and youth employment. IBRD financing under the PPDPL-REGE DPL series supported
the first stage of Turkey’s labour market reform in 2008, which was focused on reducing non-wage labour
costs and improving skills. Technical assistance supported the preparation of a crisis-response employment
package; the expansion and improvement of Active Labor Market Policies (ALMP);** and the development of
the upcoming National Employment Strategy.

38 Bandirma Port (2 projects), the Otogar- Bagcilar-Ikiteli-Olimpic Village and the Kadikoy-Kartal-Kaynarca metro projects in Istanbul.
39 400,000 ALMP beneficiaries are expected in 2011, up from 33,000 in 2007.
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Energy supply is more reliable and more efficient

19. Turkey has an impressive track record in implementing reforms and improving energy security.
During the CPS period, Turkey updated its energy strategy; and introduced and implemented cost recovery
pricing. IBRD’s financing and knowledge activities supported tariff reform, privatization, energy market
liberalization and regulation, power generation rehabilitation and transmission investments, and the
strengthening of Turkey’s Electricity Transmission Corporation (TEIAS). IFC invested around USD 2.2 billion
(USD 560 million of its own financing and over USD 1.6 billion through mobilization) in 5 power sector
projects. The power sector represented the majority of IFC investments in infrastructure, with syndication an
important component of IFC financing. IFC investments focused on supply security through private sector
participation in power distribution, including one of Turkey’s first two privatized distribution companies®,
and new generation capacity projects, particularly clean energy projects*.

20. Increasing renewable energy use and energy efficiency is vital for Turkey. Renewable energy and
energy efficiency investments increase energy supply security; help contain energy imports and thus the
current account deficit; create jobs; and reduce greenhouse gas emissions and help mitigate climate change.
In short, they are a “quadruple win.” The Turkey-WBG partnership has included a major focus on promoting
renewable energy use and energy, and during the CPS period Turkey established a clear legislative-regulatory
framework for renewable energy, implemented energy efficiency legislation, and included renewable energy
and energy efficiency as key components in its new National Climate Change Strategy. As a result, Turkey
was able to attract substantial private investment for the development of renewable energy, especially
wind and small hydropower stations. Extensive IBRD knowledge services and the PEDPL-ESES DPL series
supported the new legislation and reforms. WBG financing included IBRD credit lines, intermediated through
local institutions, for renewable energy and energy efficiency investments,** especially in wind power and
small-scale hydropower plants. IBRD and IFC partnered with the Clean Technology Fund (CTF). IFC also
undertook the first limited recourse wind farm financing, laid the groundwork for private investment in
new technologies like solar technology, facilitated JVs between international players and local partners, and
in March 2011 published ‘Sustainable Investment in Turkey’, as a part of IFC’s broader efforts to promote
sustainable investment.

21. Addressing climate change is becoming a priority. Turkey became a party to the Kyoto protocol on
August 26th 2009, and the Government and the WBG have become partners in Turkey’s efforts to mitigate
and adapt to climate change. As the energy sector accounts for more than 70 percent of Turkey’s greenhouse
gas emissions, climate change mitigation is closely tied to “green and clean” energy investments and reforms.
This link is reflected in Turkey’s new National Climate Change Strategy and forthcoming National Climate
Change Action Plan. The World Bank has supported the National Climate Change Strategy and Action Plan
with advisory services and through the Environmental Sustainability and Energy Sector (ESES) DPL II. IFC
supported its client companies to invest in new technologies with a focus on energy efficiency and cleaner
production. Also, IFC’s investments in the energy sector were focused on renewable energy projects®. As
Turkey is expected to be among the countries most affected by climate change in the Europe and Central Asia
region, climate change adaptation will continue growing in importance over the medium term.

40 Awarded “Best Power Deal in CEE” by EMEA Finance

41 Enerjisa was selected as 2008 “European Portfolio Power Deal of the Year” by Project Finance Euromoney Magazine, as well as “Best EMEA
power Deal for 2008” by EMEA Finance Magazine.

42 IBRD Credit Lines in this CPS were as follows: Fourth Export Finance Intermediary Loan (EFIL IV), 2008; Access to Finance for SMEs -
Additional Financing, 2009 ; Private Sector Renewable Energy & Energy Efficiency, 2009; Access to Finance for SMEs - Second Additional
Financing, 2010; Access to Finance for SME II, 2010; & Fourth Export Finance Intermediary Loan (EFIL IV) Additional Financing, 2011.

43 The Enerjisa project alone is expected to generate over 20,000 MWh of clean energy, representing nearly 10 percent of Turkey’s electricity needs,
and to reduce anticipated CO2 emissions by 1.15 million tons per year by 2014.
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Pillar 2: Equitable Human and Social Development

Social security has been strengthened and become more equitable

22. Turkey’s health and social security reform (the Social Insurance and Universal Health Insurance
Law was enacted in 2006, amended in 2008 and most provisions of the Law took effect by October 1, 2008)
established universal health insurance, increased coverage for the poor, and fundamentally reformed the
pension system. The Green Card system, established in 1992, provides free access to medical care for those
who earn less than a certain minimum (defined by law) and are not covered by public insurance. The Green
Card program grew from 6.852 million beneficiaries in 2004 to 9.4 million in 2010 which, along with the
introduction of universal health insurance, have significantly increased the share of the population covered
by some form of health insurance (an increase from 86 percent in 2005 to 96.2 percent in 2010). All Green Card
holders are expected to be covered by 2012 according to the Law No: 5510 Provisional Article 12. The health
and social security reform also put the pension system on a path toward long-term fiscal sustainability and
improved its equity, by better aligning the pensions of civil servants, workers and the self-employed.

23. Some initial steps were taken to integrate social assistance programs. While social assistance
spending increased rapidly, it accounted for only 1.2 percent of GDP in 2009. A new ministry called the
Ministry of Family and Social Policies was created after the June 2011 elections, bringing all social benefits
under a single roof. An integrated social assistance information system has been developed and is already
operational.

24. The WBG has been a close partner with Turkey in supporting social security reform and in efforts
to improve equity and inclusion. The PPDPL and REGE DPL series and parallel policy dialogue, analyses,
and advisory services supported the social security and universal health insurance reform, the accompanying
administrative reform to unify existing social security schemes under the Social Security Institution (SSI), and
crisis response measures. The Second Privatization Social Support Project (PSSP2) assisted the privatization
program by mitigating the negative social and economic impacts of the privatization of State-Owned
Enterprises (SOEs). Analytical studies, technical assistance and close policy dialogue included assessments
of the welfare impact of the economic slowdown, labour force activation policies, pensions” and the Green
Card program.

25. Two major studies, on female labour force participation (joint with the Government) and on
equality of opportunity, broke new ground on key social policy issues in Turkey, providing new analysis,
advancing public debate, and helping inform policy. The female labor force participation study found that
an increase in female employment to 29 percent (the target rate in Turkey’s 9th Development Plan), with new
entrants assuming full-time jobs, could reduce the poverty rate to 15.5 percent. The equality of opportunity
study found large demographic disparities in opportunity among children from early ages and made the case
for early childhood development as an effective means to promote equal opportunities, strengthen growth,
and reduce poverty. The studies’ findings were taken up in a joint WBG/United Nations Children’s Fund
(UNICEF) conference on Early Childhood Development (ECD). A roundtable on Early Childhood Education
(ECE) and a study exploring the expansion of the provision of high quality ECE followed —in partnership
with UNICEF and in support of the Government’s priority program to roll out universal pre-school education.

Turkey’s health system has become more effective

26. Turkey’s Health Transformation Program (HTP) has improved healthcare. It increased access,
financial protection, service coverage and patient satisfaction. The roll-out of Family Medicine as part of the
HTP, completed in December 2010, improved patient satisfaction and access to health services across the
country. Average patient satisfaction in family medicine provinces rose from 69 percent in 2004 to 86 percent
in 2008.
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27. WBG support for the strong implementation of the HTP complemented the support for the
introduction of universal health insurance, improvements in health system performance, and fiscal
sustainability under the PPDPL-REGE DPL series. IBRD support for the HTP focused on increasing
health insurance coverage, expanding and improving family medicine, improving hospital autonomy, and
strengthening performance management. It included two Adaptable Program Loans — the Health Transition
Project and the Health Transformation and Social Security Reform Project—and accompanying advisory
services and technical assistance. A 2008 study jointly prepared with the Organisation for Economic Co-
operation and Development (OECD) assessed health system performance and provided the analytical
foundation for deepening reforms. The World Bank Institute (WBI) engaged policy makers and stakeholders
on health sector reform and sustainable financing. IFC supported private sector participation with two
investments totalling USD 50 million. Through a loan to a leading leasing company in Turkey, IFC supported
550 SME healthcare projects. Additionally, through equity investments in a distressed but significant
healthcare provider, IFC enabled improved access to high quality private healthcare services at affordable
prices, including frontier and underserved regions.

The education system is expanding, reforining, and increasing its sensitivity to labor demand

28. Education reforms led to improvements in school access and educational achievements. Primary
education is now nearly universal (98 percent in 2010-2011). Secondary education enrolment and completion
rates increased significantly during the CPS period: enrolments increased from 57 percent in 2006-2007 to 69
percent in 2010-2011, and completion rose from 45 percent to 51 percent in the same period*. Pre-primary
education enrolments are increasing rapidly, as the Government is rolling out its program to implement
universal pre-school enrolment of 5 year olds by 2014. Regional and gender disparities remain significant. For
example, 2010-2011 preschool enrolments varied between 13 percent in Hakkar1 and 59 percent in Amasya,
and girls’ secondary school enrolments remain six percentage points below boys” (66 versus 72 percent).
Turkey’s results in the Program for International Student Assessment (PISA), which assesses the educational
attainment of 15-year olds, improved significantly in the 2009 round compared with the 2006 round, partly
due to the new primary education curriculum. However, the average 15 year old remains about one full
school year behind the average OECD student.

29. Turkey’s partnership with the WBG in education focused on improvements in quality and equity.
The IBRD supported Secondary Education Project (SEP) included the development of a new secondary school
curriculum and a national career guidance and counselling system to improve the quality and relevance
of secondary education —along with the development of a national qualifications framework for vocational
education and training, and enhanced in-service teacher training. To improve the quality of disadvantaged
schools, the SEP introduced school grants and piloted a different way of financing schools: funds are distributed
in proportion to the number of students, and schools have autonomy in the allocation of funds. Analytic
and advisory services included studies on the quality and equity of basic education and early childhood
education.

Pillar 3: Efficient Provision of High Quality Public Services

Public expenditure management system has improved; Public sector governance was strengthened

30. Turkey’s public sector increased in breadth, transparency, accountability and credibility,
according to the Public Financial Management Performance (PFMP) benchmarking in June 2010. Turkey
has reformed many central government institutions, systems and laws governing public sector transparency
and performance. The implementation of the 2006 Public Financial Management and Control (PFMC)
Law throughout the CPS period effectively delegated financial control and internal audit to line agencies.

44 Here the secondary completion rate is defined as the proportion of 20-24 year olds who have completed at least secondary education, data taken
from Labor Force Survey.
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Accordingly, financial controls and internal and external audit structures have significantly improved. The
enactment of the Turkish Court of Accounts (TCA) Law in December 2010 broadened the mandate of the TCA
to audit the entire general government and aligned its structure with the PFMC Law.

31. The Turkey-WBG partnership on public sector reform included both analytic and advisory
services and financing. Programmatic public expenditure and public financial management analytic work
and technical assistance, jointly implemented with the Government and also with Parliament, and financial
support under the PPDPL-REGE DPL series were closely integrated with the National Development Plan.
Their programmatic design proved effective in the support of complex public sector legal and institutional
reforms, which often require a number of years to fully implement and deliver. Two examples are the
establishment of strategy development units for financial control and internal audit in all general government
institutions, and the development of specific codes to allow the Ministries of Finance and Health to track
program expenditures under the HTP. The TCDD Railway Restructuring Project met its development
objectives, as operating revenues and the ratio of operating revenues to expenses rose toward commercially
viable levels. TCDD's legal status is unchanged, although a draft law is under preparation.

32. Progress on the judicial aspects of governance has been slower. A new Civil Procedure Code
was enacted in February 2011 and the Government plans to resubmit a draft mediation law to the Judicial
Commission of the Grand National Assembly. The judicial network project (UYAP) established online
connections in 100 percent of courts. The Judicial Reform Strategy and Action Plan was endorsed and
published in 2009. Regional Courts of Appeal have been established in 15 centers (Istanbul, Bursa, [zmir,
Ankara, Konya, Samsun, Adana, Erzurum, Diyarbakir, Sakarya, Gaziantep, Antalya, Kayseri, Trabzon and
Van) but are not yet operational. However chief public prosecutors of all these courts have been appointed by
High Council for Judges and Prosecutors. The efficiency of judicial processes has been reforming slowly, and
Turkey’s demand for World Bank contributions was limited.

Local service delivery and disaster preparedness have improved

33. Municipal reform has moved forward. Total budgetary transfers to local administrations as a share
of tax revenues increased from 9 percent in 2007 to 10 percent in 2010 (including BELDES and KOYDES
programs that support development at local level, the budgetary transfer to local administrations increased
from 10 percent to 11 percent during the same period). The Law on Iller Bankas1 A.$., enacted in 2011, was
critical for municipal infrastructure financing and effective local financial management systems. Progress
was made on cadastre modernisation. Cadastre and Registration Agency has started working on property
valuation policy in-line with international practices and standards, and 24 institutions now have on-line
access to digital cadastre information, exceeding the target of 18. Successful IBRD support for municipal
infrastructure investments, through Iller Bank, led to additional financing in 2010 to scale up results. IFC’s
investment in the Istanbul Metro was the first WBG financing in Turkey at a sub-national level without a
sovereign guarantee and has become a flagship project for private sector participation in the urban sector. It
is considered a major step towards greater financial strength and independence for municipal governments
in Turkey. Beyond the original CPS objectives, Turkey and the WBG started work on ‘Sustainable Cities’, and
Turkey launched a new Integrated Urban Development Strategy and Action Plan (2010-2023) — envisaging a
comprehensive approach to city development, including spatial planning and infrastructure prioritization.

34. Istanbul’s improvements in disaster preparedness are an international success story. Investments
have been made in seismic strengthening for public buildings, especially schools, hospitals and dormitories.
Of 1,576 public facilities identified, 496 had been completed by February 2011 through combined World
Bank, EIB and CEB financing. The Istanbul Seismic Mitigation and Emergency Preparedness (ISMEP) Project
includes collaboration with the Global Facility for Disaster Reduction and Response and the World Bank
Institute (WBI). A national-level Disaster and Emergency Management Presidency was created in the Prime
Ministry, unifying previously fragmented institutional responsibilities.
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IV. WORLD BANK GROUP PERFORMANCE
Country Partnership Design

35. The CPS was designed to be based on, fully aligned with, and adaptable to changes in Turkey’s
evolving development priorities. The flexible CPS design was tested and proved successful during the global
financial crisis, as the strategy was adjusted at the mid-term progress review (CPSPR). DPL support expanded
and focused on macroeconomic stability and medium-term structural reforms to support economic growth
and job creation (REGE DPL series)®. In response to client demand, IBRD increased total financing over the
CPS period was USD 7.6 billion, with USD 3 billion committed in FY10. In parallel, in view of global credit
restrictions, IFC focused on client companies rolling-over short-term debt, provided much needed short-term
finance such as trade finance, and mobilized long-term funds from other financial institutions (USD 1.73
billion).

36. The CPS was designed to support Turkey’s Ninth Development Plan, with advisory services geared
to inform and support national policies and WBG financing contributing to large nation-wide programs
and selected specific projects. Combined financing and knowledge services enabled support to be delivered
in a targeted, effective and timely manner. The extensive use of programmatic AAA and DPLs allowed IBRD
to provide customized and consistent yet flexible support for broad development goals and programs over
several years. The large volume of LOCs (6 WBG operations, including 3 Additional Financings, totalling
USD 2.35 billion) is a distinct feature of the CPS program, facilitating the wide reach and rapid disbursement
of WBG project financing.* These design choices reflect country demand and a shared assessment by Turkey
and the WBG of the areas of maximum WBG “value-added.” Naturally, the Turkey-WBG partnership covers
only a small part of Turkey’s development program, and WBG financing accounts for only a small fraction
of Turkey’s total external financing®”. The WBG’s contribution has thus been mainly catalytic, with direct
attribution being challenging if not often impossible, and with Turkey’s continued high demand for WBG
services providing an imperfect, indirect indicator of their value added. Demand for IBRD services continues
to exceed the already high levels of new financing and knowledge services IBRD is able to provide, given
financial risk management considerations and budget limitations.

37. In general, the CPS results framework was a useful structure for measuring progress and
performance. Milestones in the results framework were largely met. A review of results against targets
must take into account that some original milestones and targets became less relevant as the crisis changed
country and program priorities. Thus, the CPS goal of enhancing the educational system and increasing the
sensitivity of education to labour demand (Pillar 2C) is assessed to have been substantively achieved, albeit
in a very narrow sense. Similarly, progress has been made towards the goal of increased private investment,
improved export competitiveness, and a deeper and broader financial sector (Pillar 1B), but major legislation
to modernize the investment climate was passed only in late 2010 and in early 2011. As there is neither new
Public Private Partnership (PPP) nor bankruptcy legislation, the achievement of milestones was slower than
anticipated, and the overall goals in this pillar are assessed to have been partially achieved. At the same time,
WBG support has contributed to the achievement of additional outcomes, beyond those originally envisaged
in the CPS. These are outlined above.

45 REGE-DPL focused on the transition from managing the impact of the global crisis to fiscal consolidation and shared growth and contributed
to the following objectives: (1) economic management; (2) public financial management; (3) affordable universal healthcare and improved
educational access; (4) employment; (5) improved investment climate; and (6) increased financial intermediation, especially to SMEs.

46 The WBG's Independent Evaluation Group (IEG) rated the outcomes of two export finance loans (EFIL II & III) as highly satisfactory.

47 The scale of WBG financing, averaging USD 1.9 billion in new commitments and USD 1.71 billion in disbursements during FY08-11, was very
small when compared with Turkey’s total public debt, which was USD 321,4 billion in 2010, and it amounted to 23 percent of Turkey’s average
public external borrowing (USD 8.43 billion between 2007-2010) and less than 1 percent of its average total gross external debt per year [USD 266
billion] between 2007-2009.
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CPS Implementation

38. IBRD’s portfolio is large, focused and considerably improved. Disbursement rates steadily increased,
rising from 20 percent in FY08 to 31 percent in 2011. With a realism rate of 94 percent, which stood at virtually
100 percent over the majority of the CPS period, and proactive portfolio management (67 percent), only one
problem project remained at end FY11 (compared to 3 at end-FY10 and 4 in mid-FY11). The one problem
project was the Istanbul Municipal Infrastructure Project (Loan No. 4866-TU), which was cancelled at the
borrower’s request in July 2011.

39. IFC financing during FY08-11 was spread across 45 projects with USD 2 billion in commitments,
compared to USD 1.55 billion over 35 projects during FY04-07. IFC also mobilized USD 1.73 billion through
private financial institutions to assist the private sector. Targeted areas included exporters, MSMEs, renewable
energy, energy efficiency, cleaner production and energy security, health, infrastructure, trade finance and
support for Turkish companies investing in the region and beyond.

40. Implementation of an extensive program of analytic and advisory (AAA) services, focused on
Turkey’s key policy and reform priorities, was central to the success of the CPS. IBRD’s AAA program
featured 52 major knowledge products, many prepared jointly with the Government and in collaboration
with academia, UN institutions, and other development partners. Topics ranged from public financial
management, informality, and savings to energy sector reform and regulation, food safety, and watershed
management, to education quality, female employment and gender certification, and the (in)equality of
opportunities, to the investment climate, competition and business regulation, and corporate bond market
development. The program also included focused “just in time” analyses of draft legislation and reform
options and policy notes for the incoming Governments in August 2007 and June 2011. Turkish counterparts’
persistent strong demand for these knowledge services is testimony to their value-added, which is rooted
in their demand driven selection and design, their collaborative preparation, the extensive engagement on
findings and conclusions with a broad range of stakeholders, and the increasing use of results frameworks for
knowledge activities.

41. Good relations with civil society. Civil society participated in the preparation and implementation of
projects, including HTP and ISMEP. The WBG works with academia, think tanks, private sector associations
and businesses, as well as a wide range of non-governmental organizations including TUSIAD (Turkish
Industry and Business Association) and KAGIDER (Women Entrepreneur’s Association of Turkey). The WBG
played a convening role: working with Parliament; supporting the World Water Forum; and holding its 2009
Annual Meetings in Istanbul. A specific example of the WBG's convening power is the human development
policy dialogue carried out jointly with the Middle East Technical University, Ankara University, Sabanci
University, and UNDP. In preparing this CPSCR, the WBG met with civil society organizations to gauge
opinions of work carried out during the CPS period and seek inputs to the report.

42. Strong partnership with development partners. The WBG works closely with the International
Monetary Fund (IMF) on macroeconomic issues, sharing expertise on pension, energy sector, and a broad
range of other structural issues. It maintains a close relationship with the EU, UNDP and UNICEF in Ankara.
Of particular note was the success of the WBG private sector team (ECSPF) in mobilizing £100,000 from the
UK Foreign and Commonwealth Office to fund a pilot project to simplify administrative procedures, a first
for the WBG in Turkey. IFC increased its cooperation with other IFIs in Turkey. Work included a country
engagement plan with EBRD on the Clean Technology Fund; syndicating a first loan with Black Sea Trade
and Development Bank, based on IFC’s Master Cooperation Agreement; coordinating with FMO to jointly
sign a subordinated loan to a client bank; and cooperation in two projects with KfW on energy efficiency and
MSME financing.
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43. The 2011 Country Survey presented a broad range of opinions of the work of the WBG. With a
32 percent response rate, respondents identified education (skills), environment and natural resource
management, employment, energy, and disaster preparedness as key development priorities for the WBG’s
partnership with Turkey. This choice is broadly consistent with the CPS and the analysis in this CPSCR. Sector
priorities were as follows: rural development, increased job opportunities in the formal sector, enhancing
opportunities for private sector growth/investment, access to pre-school education, and macroeconomic
growth. With the exception of rural development, these largely mirror work carried out in this CPS. Less
positively, respondents noted the slowness and complexity of processes as the WBG's greatest weaknesses
in Turkey and identified interaction with stakeholders outside Government as a key area for improvement.
Respondents also perceived WBG work as not being particularly effective in reducing poverty.

V.KEY LESSONS LEARNED & RECOMMENDATIONS FOR MOVING FORWARD

44. The systematic development and maintenance of a policy dialogue in support of long-term
strategic goals, combining knowledge and lending operations, is vital to support reforms. Major policy
and legislative reforms can take time to implement; therefore flexibility and patience are critical for ensuring
success. Successful collaboration on the Commercial Code (seven years in preparation) is an example of the
value of long-term engagement. To increase success, the full integration of combined analytic work and policy
financing into national development plans and medium-term programs is critical. Programmatic structuring
of work, in the form of modular interventions which build on each other sequentially, was particularly
effective.

45. The story of engagement on environment and climate change: step back, identify strategic entry
points and seize opportunities that open as country priorities evolve. Turkey and the WBG agreed not to use
environment as a pillar in CPS FY08-11, reflecting limited advancement of the environmental agenda during
2004-2007 and a decision to consider jointly a possible re-engagement, at Turkey’s initiative, later during the
2008-11 CPS period. Turkey’s accession to the Kyoto protocol and the opening of the Environmental Chapter
of the EU Acquis in 2009 then provided the opportunity and strategic entry point for a new engagement
on environment and climate change. The new engagement grew out of the Turkey-WBG partnership on
energy. The electricity DPL series was broadened into the ESES DPL series, with three components: energy,
climate change and environmental sustainability. This work led to collaboration in preparation for the 2012
UN Sustainable Development Conference (Rio+20). IFC used its support for Turkey’s liberalization program
to secure low carbon solutions to meet growing electricity demand.

46. A strengthened focus on M&E and results has been welcome and useful. Turkey and the WBG
have collaborated in strengthening monitoring and evaluation and the results focus of government and WBG
supported programs - through the rolling programmatic JPPR, technical assistance on M&E financed by the
IDF and many other task specific M&E activities. A special effort was made to include results frameworks in

all AAA activities. One joint example of M&E and a strong results focus is the work on vocational training
with ISKUR.

47. Sharing success. A number of Turkey’s policies and reforms, conducted in partnership with the WBG,
are leading examples of work in their fields. These include: (1) the Health Transformation Program; (2) energy
market development, and (3) disaster risk management. This experience provides a basis for further Turkey-
WBG collaboration during the next, FY12-15, CPS in knowledge sharing and contributing to development
with other countries, regionally and globally.
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Annex 3

FY09

Planned Non lending Services and Actual Deliveries: FY08-11

CPS FY08-11 Plans

Country Economic Memorandum (CEM II): Sustaining
High Growth

Programmatic Country Economic Memorandum:
International Experience with Informality

Investing in Turkey’s Next Generation: The School-to-
Work Transition and Turkey’s Development
(planned as Youth Employment -JOBS & Policy)

Health Sector Integrated Fiduciary Assessment

Innovation Note: Background Paper on National
Innovation System (planned as Technology, adoption,
research and development and innovation)

Istanbul Municipal Development

Programmatic Energy Sector Work TA

Programmatic Social Security and Labor TA
(planned as (1) Programmatic Social Insurance and (2)
Programmatic Welfare and Social Policy)

Public Private Partnerships Advisory Work & TA

Policy Notes & Dialogue with Government TA

Municipal Financing Management & Regional
Development Workshop TA
Investment Climate Assessment (delivered in FY10)

Education Quality (delivered in FY10)

Country Economic Memorandum: Informality -
Causes, Consequences and Policies

Female Labor Force Participation in Turkey

Reviews of the Health Systems in Turkey - joint with
OECD (planned as Health Sector Assessment)

National Innovation and Technology System: Recent
Progress and Ongoing Challenges

(planned as Programmatic Technology and Innovation)
Programmatic Public Expenditure and Financial
Management

Water Sector Dialogue/World Water Forum TA

Programmatic Welfare & Social Policy TA

Programmatic Energy Sector Work TA
Judicial Reform TA

CPS FY08-11 Actuals

Country Economic Memorandum (CEM II): Sustaining High
Growth

Programmatic Country Economic Memorandum:
International Experience with Informality

Investing in Turkey’s Next Generation: The School-to-Work
Transition and Turkey’s Development

Health Sector Integrated Fiduciary Assessment

Innovation Note: Background Paper on National Innovation
System

Istanbul Financial Note
Programmatic Energy Sector Work TA

Programmatic Social Security and Labor TA

Public Private Partnerships Advisory Work & TA (Developing
Policy Institutional and Legal Framework for Second
Generation PPP)

Policy Notes & Dialogue with Government TA

(delivered but not recorded in SAP)

Municipal Financing Management & Regional Development
Workshop TA
Additional Actual Products:

Estimating the Impact of Labor Taxes on Employment and
Balance of the Social Insurance Funds in Turkey

(planned as Labor Tax Study in previous CAS)

Country Economic Memorandum: Informality - Causes,
Consequences and Policies

Female Labor Force Participation in Turkey : Trends in Female
Labor Force Participation in Turkey

Reviews of the Health Systems in Turkey - joint with OECD

National Innovation and Technology System: Recent Progress
and Ongoing Challenges

Programmatic Public Expenditure and Financial Management

Water Sector Dialogue/World Water Forum TA
Programmatic Welfare & Social Policy TA
Programmatic Energy Sector Work TA

Judicial Reform TA

Additional Actual Products:

Life Chances in Turkey: Expanding Opportunities for the
Next Generation

Programmatic Social Security and Labor TA

Programmatic Municipal Finance & Regional Development
TA



Annex 3

CPS FY08-11 Plans CPS FY08-11 Actuals
FY10  Growth CEM: Savings and Sustainable Growth I Growth CEM: Savings and Sustainable Growth I

Welfare Impact of the Economic Slowdown and Policy =~ Welfare Impact of the Economic Slowdown and Policy Options

Options for Jobs for Jobs

Investment Climate Assessment: From Crisis to Private Investment Climate Assessment: From Crisis to Private Sector

Sector Lead Growth Lead Growth

(planned as Investment Climate Work and Enterprise

Survey)

Programmatic Technology and Innovation Programmatic Technology and Innovation

Programmatic Education: Education Quality Improving the Quality and Equity of Basic Education in
Turkey: Challenges and Options

Programmatic Public Expenditure and Financial Second Programmatic Public Expenditure and Financial

Management TA Management Study (PPER2) TA and Financial Management
TA to Parliament and Turkish Court of Accounts

Judicial Reform TA Judicial Reform TA

Programmatic Human Development TA Programmatic Human Development TA

Vocational Training with ISKUR TA Vocational Training with ISKUR TA

Tapping the Potential for Energy Savings TA Tapping the Potential for Energy Savings TA

(planned as Energy Efficiency Assessment)

Programmatic Energy Sector TA Capacity Building for Electricity Markets TA

Programmatic Food Safety TA Programmatic Food Safety TA

Corporate Restructuring /Insolvency Reform TA Discussion Background Note: Corporate Restructuring /
Insolvency Reform TA

Environmental Sustainability Programmatic TA: (i) Environmental Sustainability Programmatic TA: (i) sector

sector competitiveness and EU Aquis, (ii) National competitiveness and EU Aquis, (ii) National Watershed

Watershed Management Management

Enterprise Survey to Assess the Impact of the Crisis TA Impact of the Global Economic Crisis in Turkey’s Corporate
Sector TA
Programmatic Municipal Finance TA (not delivered)

Promoting Small & Medium Enterprise Development  Additional Actual Products:

(delivered in FY11)

Assessing the Social Impact of the Economic Slowdown

FY11 Country Economic Work: Savings and Sustainable Country Economic Work: Savings and Sustainable Growth II

Growth II
Programmatic Education Programmatic Education: Early Childhood Development
Promoting Small & Medium Enterprise Development  Promoting Small & Medium Enterprise Development
Programmatic Public Expenditure & Financial To be delivered in FY12
Management
Vocational Training with ISKUR TA Vocational Training with ISKUR TA
Programmatic Human Development TA Programmatic Human Development TA
Environmental Sustainability Programmatic TA: (i) Environmental Sustainability Programmatic TA: (i) sector
sector competitiveness and EU Aquis, (ii) National competitiveness and EU Aquis, (ii) National Watershed
Watershed Management Management
Programmatic Food Safety TA Programmatic Food Safety TA

Additional Actual Product:

Corporate Bond Market Development - Priorities and
Challenges

Efficiency & Cost Constraint in Turkey’s Health Sector

Implementation of Safeguard Policies in Financial
Intermediary and Programmatic Operations TA

Investment Climate Assessment follow-up TA
Promoting Gender Equity in Private Sector TA
Credit Line Impact Assessment TA
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Turkey at a glance

2/7/12
Europe &
Key Development Indicators CenAtr@ Age distribution, 2009
sia
(2010) Male Female
75-79
Population, mid-year (millions) 72.8 404 1.002 60-64
Surface area (thousand sq. km) 784 23,549 48,659 i
Population growth(%) 1.3 0.3 0.9 4549
Urban population (% of total population) 69 64 75 30-34
GNI (Atlas method. US$ billions) 722.3 2,746 7,515 15-19
GNI per capita (Atlas method. US$) 9,930 6,793 7,502 04
GNI per capita (PPP. international $) 13,500 12,609 12,440
GDP growth (%) 9.0 -5.8 -2.6 percent of total population
GDP per capita growth (%) 7.6 -6.1 -34
(most recent estimate. 2004-2010)
Poverty headcount ratio at $1.25 a day (PPP. %) 3 4 Under-5 mortality rate (per 1,000)
Poverty headcount ratio at $2.00 a day (PPP. %) 9 9 .
Life expectancy at birth (years) 72 70 72 gg
Infant mortality (per 1.000 live births) 19 19 19 70
Child malnutrition (% of children under 5) 4 . . 60
Adult literacy, male [% of ages 15 and older) 96 99 94 ig
Adult literacy, female (% of ages 15 and older) 85 97 91 30
Gross primary enrollment, male (% of age group) 101 100 111 20
Gross primary enrollment, female (% of age group) 98 98 110 18
Access to an improved water source (% of population) Access 99 95 95 1990 1995 2000 2009
to improved sanitation facilities (% of population) 90 89 84
Turk E & Central Asi
Net Aid Flows 1980 199 2000 2010 Burkey  [Jfurope & Contal Asia
(US$ millions)
Net ODA anc? official aid 954 1,202 327 1,362 Growth of GDP and GDP per capita (%)
Top 3 donors (in 2008)
European Union Institutions -2 -24 187 787 12
Japan 5 324 144 211 12
France 33 65 8 155 6
Aid (%. of GNI) 14 0.8 01 0.2 5
Aid per capita (US$) 22 22 5 19 g AR A
4
Long-Term Economic Trends -6
N 95 05
Consumer prices (annual %. change) - 60.3 54.9 8.6
GDP implicit deflator (annual %. change) 93.0 58.2 492 6.3
Exchange rate (annual average, local per US$) 0.0 0.0 0.6 1.5 GpP GDP per capita
Terms of trade index (2000 = 100) 96 109 100 92
(average annual growth %)
Population, mid-year (millions) 441 54.1 63.6 728 2.0 1.6 1.3
GDP (US$ millions) 68,789 150,676 266,568 735,657 5.3 3.9 4.7
(% of GDP)
Agriculture 26.5 18.1 L3 9.6 12 1.3 1.6
Industry 23.8 322 315 26.7 72 47 5.2
Manufacturing 173 227 225 17.7 73 47 51
Services 49.7 49.8 57.2 63.8 5.2 4.0 5.0
Household final consumption expenditure 77.0 68.7 70.5 71.3 . 85 5.0
General gov’t final consumption expenditure 11.6 11.0 11.7 14.3 . 4.6 41
Gross capital formation 182 24.5 20.8 19.9 . 4.7 6.7
Exports of goods and services 52 134 20.1 21.1 . 111 5.8
Imports of goods and services 11.9 17.6 23.1 26.6 . 10.8 8.2
Gross savings - x . . x5 .
Note: Figures in italics are for years other than those specified. 2010 data are preliminary. Group data are for 2009. .. indicates data are not available
a. Aid data are for 2009.
Development Economics, Development Data Group (DECDG).




Balance of Payments and Trade 2000 2010

(US$ millions)
Total merchandise exports (fob) 27,775 113,883
Total merchandise imports (cif) 54,503 185,544
Net trade in goods and services -10,682 -41,410
Current account balance 9,823 -47,101
asa % of GDP -3.7 -6.4
Workers’ remittances and
compensation of employees (receipts) 4,560 948
Reserves, including gold 26,106 85,961
Central Government Finance
(% of GDP)
Current revenue (including grants) 18.1 222
Tax revenue 15.9 19.1
Current expenditure 26.5 225
Overall surplus/ deficit -8.0 -3.2
Highest marginal tax rate (%)
Invidual 45 35
Corporate 33 20
External Dept and Resource Flows
(US$ millions)
Total debt outstanding and disbursed 116,646 293,872
Total debt service 20,684 58,688
Debt relief (HIPC, MDRI) - -
Total debt (% of GDP) 438 39.9
Total debt service (% of exports) 39.0 36.6
Foreign direct investment (net inflows) 982 7,955
Portfolio equity (net inflows) 489 2,827

Composition of total external debt, 2010

IDA, 42 IMF, 5,627 )
BRD, 11,563 Other multi-
laternal, 8,174
Short-term,
78,123
~~_Private,
183,619
US$ millions

Private Sector Development 2000 2010
Time required to start a business (days) - 6
Cost to start a business (% of GNI per capita) - 17.2
Time required to register property (days) - 6
Ranked as a major constraint to business 2000 2010
(% of managers surveyed who agreed)
Tax rates 37.6
Economic and regulatory policy uncertainty 31.1
Stock market capitalization (% of GDP) 26.1 41.7
Bank capital to asset ratio (%) 6.1 134

Note: Figures in italics are for years other than those specified. 2010 data are preliminary.

.. indicates data are not available. - indicates observation as not applicable.

Development Economics, Development Data Group (DECDG).
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Governance indicators, 2000 and 2009

Voice and accountabillity
Political stabillity
Regulatory quality

Rule of law

Control of corruption

Source: Kautmann-Kraay-Mastruzzi, World Bank

100

0 25 50 75
82009 Country’s lpercentile rank (0-100)
02000 higher values imply better ratings

Technology and Infrastructure

Paved roads (% of total)
Fixed line and mobile phone
subscribers (per 100 people)
High technology exports

(% of manufactured exports)

Environment

Agricultural land (% of land area)
Forest area (% of land area)

Terrestrial protected areas (% of land area)

Freshwater resources per capita (cu. meters)

Freshwater withdrawal (billion cubic meters)
CO2 emissions per capita (mt)

GDP per unit of energy use
(2005 PPP $ per kg of oil equivalent)

Energy use per capita (kg of oil equivalent)
World Bank Group portfolio
(US$ millions)

IBRD

Total debt outstanding and disbursed
Disbursements

Principal repayments

Interest payments

IDA

Total debt outstanding and disbursed
Disbursements

Total debt service

IFC (fiscal year)

Total disbursed and outstanding portfolio
of which IFC own account
Disbursements for IFC own account
Portfolio sales, prepayments and

repaysments for IFC own account

MIGA
Gross exposure
New guarantees

13.2

3,319
42.0

1,149

2000

3,634
1,291
486
237

101

1,089
619
110

96

195

2009

106

14.7

3,109

1,232

2009

9,769
2,281
662
304

48

1,914
1,305
140

107

612

2/7/12
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I
Millennium Development Goals

With selected targets to achieve between 1990 and 2015

(estimate closest to date shown -1-2 years) Turkey
Goal 1: halve the rates for extreme poverty and malnutrition 1990 1995 2000 2009
Poverty headcount ratio at $1.25 a day (PPP, % of population) . 2.1 <2 2,7
Poverty headcount ratio at national poverty line (% of population) . x 27,0 18,1
Share of income or consumption to the poorest qunitile (%) . 58 5,6 57
Prevalence of malnutrition (% of children under 5) . 9.0 7.0
Goal 2: ensure that children are able to complete primary schooling
Primary school enrollment (net, %) 90 89 92 95
Primary completion rate (% of relevant age group) 88 89 x 93
Secondary school enrollment (gross, %) 47 57 70 82
Youth literacy rate (% of people ages 15-24) 93 . . 98
Goal 3: eliminate gender disparity in education and empower women
Ratio of girls to boys in primary and secondary education (%) 81 81 83 93
Women employed in the nonagricultural sector (% of nonagricultural employment) 16 17 19 22
Proportion of seats held by women in national parliament (%) 1 2 4 9
Goal 4: reduce under-5 mortality by two-thirds
Under-5 mortality rate (per 1,000) 84 62 42 20
Infant mortality rate (per 1,000 live births) 69 52 36 19
Measles immunization (proportion of one-year olds immunized, %) 78 65 87 97
Goal 5: reduce maternal mortality by three-fourths
Maternal mortality ratio (modeled estimate, per 100.000 live births) 68 51 39 23
Births attended by skilled health staff (% of total) . 76 81 95
Contraceptive prevalence (% of women ages 15-49) 63 63 64 73
Goal 6: halt and begin to reverse the spread of HIV/AIDS and other major diseases
Prevalence of HIV (% of population ages 15-49) 0.1 0.1 0.1 0.1
Incidence of tuberculosis (per 100,000 people) 58 58 46 29
Tuberculosis case detection rate (% all forms) 75 65 59 77
Goal 7: halve the proportion of people without sustainable access to basic needs
Access to an improved water source (% of population) 85 89 93 99
Access to improved sanitation facilities (% of population) 84 85 87 90
Forest area (% of land area) 12,6 . 13,2 14,7
Terrestrial protected areas (% of land area) . . . .
CO2 emissions (metric tons per capita) 2,7 2,9 3,2 4,0
GDP per unit of energy use (constant 2005 PPP $ per kg of oil equivalent) 8,3 £},3 8,2 91
Goal 8: develop a global partnership for development
Telephone mainlines (per 100 people) 12,2 21,4 27,7 22,1
Mobile phone subscribers (per 100 people) 01 0,7 24,3 83,9
Internet users (per 100 people) 0,0 0,1 3,8 35,3
Personal computers (per 100 people) 0,9 13 3,8 6,1
Education indicators (%) Measles immunization (% of 1 year olds) ICT indicators (per 100 people)
100 100 120
.| oo gt 10
75 80
50
50 60
25 40
[y — —_— —_— — 25 20
2000 2005 2009
Primary net environment ratio 1990 1995 2000 2009 T 2000 2005 2009
—8— ggsgazg %]irls to boys in primary & secondary OTurkey [ Europa & Central Asia :ii‘:eeil é trr:;l::l: subscribes

Note: Figures in italics are for years other than those specified. ..indicates data are not available.
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Turkey - Selected Indicators* of Bank Portfolio Performance and Management

As of January 2012
2009 2010 2011 2012/
Number of Projects Under Implementation * 21 18 16 14
Average Implementation Period (years) * 3.2 3.8 47 5.3
Percent of Problem Projects by Number * ¢ 23.8 16.7 6.3 7.1
Percent of Problem Projects by Amount *° 21.8 13.3 59 1.9
Percent of Projects at Risk by Number ** 23.8 16.7 6.3 7.1
Percent of Projects at Risk by Amount ¢ 21.8 13.3 59 1.9
Disbursement Ratio (%) ¢ 22.3 26.4 31.0 21.6
JPPR during the year (yes/no) Yes Yes Yes Yes
Supervision Resources (total US$000) 2,485 2,627 2,336 508
Average Supervision (US$000/ project) 92 109 117 32

Memorandum Item Since FY 80 Last Five FYs

Projects Evaluated by IEG by Number 127 14

Projects Evaluated by IEG by Amt (US$M) 17,505.8 2,998.9

% of IEG Projects Rated U or HU by Number 25.8 7.7

% of IEG Projects Rated U or HU by Amt 23.1 9.4
Notes:

a. Asshown in the Annual Report on Portfolio Performance (except for current FY).
b. Average age of projects in the Bank’s country portfolio

c.  Percent of projects rated U or HU on development objectives (DO) and/or implementation progress (IP).
d. Ratio of disbursements during the year to the undisbursed balance of the Bank’s portfolio at the beginning of the year:

Investment projects only.
e. As defined under the Portfolio Improvement Program

f.  FY12 figures represent an incomplete fiscal year.
All indicators are for projects active in the Portfolio, with the exception of Disbursement Ratio, which includes all active projects
as well as projects which exited during the fiscal year.
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Turkey - Indicative IBRD Lending Program
As of February 2012

Strategic | Implementation

Strategic

Obiective Project Title RGVEIGE Risks
’ (H/M/L) | (H/M/L)
FY12 Projects
501, SO3 Third Programmatic Environmental Sustainability and Energy Sector DPL 600 H L
SO3 Private Sector Renewable Energy and Energy Efficiency Additional Financing 500
SO1 Programmatic DPL - Growth, Competitiveness, and Employment 600 H L
SO3 Private Sector Energy Efficiency 200 M M
SO1 SME Access to Finance (Food Safety) 200 M M
SO2 Project on Health 200 H L
Other (to be allocated) 100
FY14-15 Themes for Projects 2,050 -_
SO1 DPL - to be determined H L
SO1 Area of Access to Finance: SME or Exporters M M
(0)) Areas of Education/ Employment 1,700 H L
S0O3 Areas of Sustainable Cities/Disaster/ Watershed/Energy M M
Notes:

For the outer years, the program will be defined through the CPS Progress Report.
Strategic Objectives (SO)

SO1 Enhanced Competitiveness and Employment

SO2 Improved Equity and Public Service Provision

SO3 Deepened Sustainable Development

Strategic Rewards and Implementation Risks

H: High; M: Moderate; L: Low



Turkey - IFC Investment Operations Program
As of January 2012

Original Commitments (US$m)
IFC and Participants
IFC’s own accounts only

Original Commitments by Sector (%) - IFC accounts only

Accomodation and Tourism Services
Agriculture and Forestry

Collective Investment Vehicles
Electric Power

Finance & Insurance

Food & Beverages

Health Care

Industrial & Consumer Products
Nonmetallic Mineral Product Manufacturing
Primary Metals

Pulp & Paper

Transportation and Warehousing
Utilities

2009 2010 2011 2012*
351.7 4374 12464 227.2
351.7 427.4 459.1 227.2

3.9
2.8
32
20.3 17.5 35.9
4.0 64.8 55.1 100.0
3.6
5.4
5.3
16.5
8.5 0.6
11.4
222 4.7
14.2

Original Commitments by Investment Instrument (%) - IFC accounts only

Equity
Guarantee
Loan

Quasi loan

* Data as of January 01,2012

29 15.8 9.4 1.4
4.0 51 8.4 43.6
71.8 76.7 71.3 55.0
21.3 23 10.9 0.0



Annex B4

Turkey - Summary of Indicative Non-Lending Services

As of February 2012

Country Economic Memorandum on Trade 1 FY12 G,B,P,O KG,PD,PS
Programmatic Health 1: Family Medicine FY12 G,D,B,P KG,PD,PS
Programmatic Public Expenditure and Financial Management 3 - Transport PER FY12 G,B,P,O KG, PD
Programmatic Public Expenditure and Financial Management 4 - General PER FY12 G,B,P,O KG, PD
Programmatic Education: Financing and Accountability 1 FY12 GD,B,P KG,PD,PS
Rio+20/Cleaner Production FY12 G,D,B, P KG, PD
Sustainable Cities 1 FY12 G,D,B,P KG,PD,PS
Country Economic Memorandum on Trade 2 FY13 G,B,P,O KG,PD,PS
New CEM (tbd) FY13 G,B,P,O KG,PD,PS
Programmatic Health 2: Pharmaceuticals FY13 GD,B,P KG,PD,PS
Programmatic Public Expenditure and Financial Management 4 continued FY13 G,B,P,O KG,PD,PS
Programmatic Jobs 1: Managing Labor Markets through the Business Cycle FY13 G D,B,P KG,PD,PS
Programmatic Jobs 2: Activation of Low Skilled Youth and Women FY13 G,D,B,P KG,PD,PS
Programmatic Education: Financing and Accountability 2 FY13 GD,B,P KG,PD,PS
Sustainable Cities 2 FY13 G,D,B,P KG,PD,PS
Programmatic Jobs 3: Labor Mobility FY14 G,D,B,P KG,PD,PS
Programmatic Human Development 1 FY12 G PS, KG
Financial Literacy FY12 G, 0 PS
Food Safety Programmatic TA FY12 G PS
National Watershed Management FY12 G PS
Financial Sector Development 1 FY12 G, 0 PS
Investment Climate and Competitiveness including Regional ICAs FY12 G KG, PS
National Disaster Risk Mitigation FY12 G PS
Gender Equity in the Private Sector 1 FY12 (@) PS
SOE Governance FY12 G KG
Gender Equity in the Private Sector 2 FY13 (@) PS
Programmatic Human Development 2 FY13 G PS, KG
Energy Efficiency and Renewable Energy FY13 G 0O PS
Impact Evaluation of ISKUR’s Vocational Training Programs FY12 G PS, KG
Assessment of Prospects and Road Map for Synchronization of Mashreq Electricity Networks TBD G B,P KG, PD, PS
Regional Trade - Economic Integration in Turkey, Caucasus, and the Mashreq Region FY13 G,D,B,P KG,PD,PS

Notes:

For the outer years, the program will be defined through the CPS Progress Report
For a list of recent completions, please see the CPS Completion Report (Annex 3)
Audience: Government (G); Donor (D); WBG (B); Public Dissemination (P); Other (O)
Objective: Knowledge Generation (KG); Public Debate (PD); Problem-Solving (PS)
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Turkey Social Indicators

Total population, mid-year (millions) 50.7 61.2 73.7 404.2 1,001.7
Growth rate (% annual average for period) 23 1.7 1.3 0.2 0.9
Urban population (% of population) 53.0 62.1 76.3 64.0 74.9
Total fertility rate (births per woman) 3.6 2.7 21 1.8 2.0
National headcount index . % 18.1
Urban headcount index . .. 8.9
Rural headcount index . .. 38.7
GNI per capita (US$) 1,250 2,720 8,720 6,793 7,502
Consumer price index (2000=100) 0 2 141 141 127
Food price index (2000=100) 0 6 336
Gini index . 49.0 415
Lowest quintile (% of income or consumption) . 49 5.6
Highest quintile (% of income or consumption) x 54.9 47.6
Public expenditure
Health (% of GDP) . 1.8 6.1 3.9 3.8
Education (% of GDP) 1.8 2.3 4.0 41 43
Net primary school enrollment rate (% of age group)

Total 85 89 98 92 93
Male . 92 98 93 93
Female .. 86 98 92 92

Access to an improved water source (% of population)

Total . 89 99 95 95
Urban .. 95 100 98 98
Rural . 79 96 89 86

Immunization rate (% of children ages 12-23 months)
Measles 61 65 97 96 93
DPT 55 67 96 95 93
Child malnutrition (% under 5 years) . 9 4
Life expectancy at birth (years)

Total 62 68 74 70 72
Male 60 65 72 66 69
Female 64 70 77 75 75

Mortality

Infant (per 1,000 live births) 85 52 19 19 19

Under 5 (per 1,000) 107 62 20 21 22

Adult (15-59)

Male (per 1,000 population) . . 149 286 201
Female (per 1,000 population) . . 83 123 122
Maternal (modeled, per 100,000 live births) . 70 23 32 82
Births attended by skilled health staff (%) x 76 95 97 96

Note: 0 or 0.0 means zero or less than half the unit shown. Net enrollment rate: break in series between 1997 and 1998 due to change from ISCED76 to ISCED97.
Immunization: refers to children ages 12-23 months who received vaccinations before one year of age or at any time before the survey.

World Development Indicators database, World Bank - 15 April 2011.



Annex B6

Turkey - Key Economic Indicators

I O S A S - R

Indicator 2005 2006 2007 2008 2009 2010 2011 2012 2013

National accounts (as % of GDP)

Gross domestic product® 100 100 100 100 100 100 100 100 100
Agriculture 11 10 9 9 9 10 9 9 9
Industry 29 29 28 28 26 27 27 28 28
Services 61 62 63 64 65 64 64 63 63

Total Consumption 84 83 84 83 86 86 86 83 83

Gross domestic fixed investment 21 22 22 20 17 19 22 22 22
Government investment B) 3 3) B 3 4 2 2 2
Private investment 18 19 18 17 14 15 20 20 20

Exports (GNFS)® 22 23 22 24 28 21 22 24 25

Imports (GNFS) 25 28 27 28 24 27 Bill 30 30

Gross domestic savings 16 17 16 17 14 14 14 17 17

Gross national savings® 16 16 16 16 13 14 13 15 15

Memorandum items

Gross domestic product 482,980 529,936 647,851 735,190 615,722 735,657 791,516 839,788 898,654

(US$ million at current prices)

GNI per capita (US$, Atlas method) 6,480 7,460 8,440 9,280 9,050 9,990 10,470 11,016 11,511

Real annual growth rates (%, calculated from 87 prices)

Gross domestic product at market prices 8,4 6,9 4,7 0,7 48 9,0 8,0 2,9 4,0
Gross Domestic Income 8,3 5,7 5,1 01 43 8,3 6,6 2,3 4,4

Real annual per capita growth rates (%, calculated from 87

prices)

Gross domestic product at market prices 7,0 5,5 3,3 07 60 7,6 6,7 2,3 3,0
Total consumption 5,7 3,7 4,2 14 23 4,7 6,0 1,9 2,8
Private consumption 6,4 3,3 4,1 -16 35 5,4 59 1,8 2,6

Balance of Payments (US$ millions)

Exports (GNFS)® 105122 119161 144291 175871 143113 155371 182473 196324 221,206

Merchandise FOB 78365 93,612 115361 140,800 109,647 120902 143491 147,301 162433

Imports (GNFS)® 122941 146,606 177860 211,581 151,214 -196,781 253,638 250,135 271,702

Merchandise FOB 111,445 134669 162213 193821 134,497 177347 232,897 242,252 264,193

Resource balance -17819 27445 33569  -35710 8101 41410 -71,165 53,811 50496

Net current transfers 1454 1,908 2,243 2,113 2,299 1,448 1,734 7,797 7,310

Current account balance 22204 32193 38434 41959 13991 47,101 -77157 63,745 -65992

Net private foreign direct investment 8,967 19,261 19941 16,955 6,858 7,629 13,440 12954 16,448

Long-term loans (net) 12856 28,609 26,824 22624 -10302 11,226 2839 25515 26,644
Official -652 705 1445 2,274 3,123 3,832 782 386 -506
Private 13507 27903 25379 20350 -13425 7,394 2057 25129 27,150

Other capital (net, incl. errors & ommissions) 18,228 9,563 -299 1323 17,546 42,225 59,089 25,735 25,822

Change in reserves! -17,847 -6,114 -8,032 1,057 111 -13979 1,789 -459 2922

Memorandum items

Resource balance (% of GDP) 37 52 52 49 13 56 90 64 56

Real annual growth rates ( YR87 prices)

Merchandise exports (FOB) 9,7 124 113 6,6 78 6,3 1,0 162 131
Primary . .. 7,3 164 21,1 48 64 6,4 7,0
Manufactures . .. 118 52 121 8,6 3,2 181 143

Merchandise imports (CIF) 119 100 11,1 -10 -133 21,3 121 5,1 145

(Continued)
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Turkey - Key Economic Indicators

Indicator 2005 2006 2007 2008 2009 2010 2011 2012 2013
Public finance (as % of GDP at market prices)*
Current revenues 329 34,8 33,6 329 34,6 354 36,9 364 36,5
Current expenditures 33,0 334 33,8 34,6 40,1 383 381 374 372
Current account surplus (+) or deficit (-) 0,1 1,4 0,2 -1,7 55 29 -1,2 -1,0 0,7
Capital expenditure 2,2 2,4 2,0 2,5 2,7 3,4 3,6 3,6 3,5
Foreign financing 0,3 0,1 03 0,4 0,6 0,7 3,2 29 3,3
Monetary indicators
M2/GDP 411 433 45,6 499 56,4 57,8 57,8 57,8 57,8
Growth of M2 (%) 385 23,0 17,0 234 133 189 199 102 103
Private sector credit growth / 73,7 1158 819 76,4 41,3 88,3 895 844 84,9

total credit growth (%)
Price indices( YR87 =100)

Merchandise export price index 123,6 128,0 1443 166,6 1398 146,6 170,0 1620 156,9
Merchandise import price index 1241 1349 1479 1775 1428 155,0 1772 171,3 163,1
Merchandise terms of trade index 9,7 94,9 97,6 93,9 97,9 94,6 95,9 94,6 96,2
Real exchange rate (US$/LCU) 114,0 1129 122,0 1230 1147 1273 1306 1289 1273
Real interest rates
Consumer price index (% change) 8,2 9,6 8,7 104 6,3 8,6 124 7,0 5,2
GDP deflator (% change) 7l 93 6,2 120 5,3 6%8) 11,0 V2o, 5,0

a. GDP at factor cost

b. “GNFS” denotes “goods and nonfactor services.”

c. Includes net unrequited transfers excluding official capital grants.

d. Includes use of IMF resources.

e. Consolidated central government.

f. “LCU” denotes “local currency units.” An increase in US$/LCU denotes appreciation.

Percentages may not add up to 100 due to rounding.
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Turkey - Key Exposure Indicators

e T e rwjeoed |

Indicator 2005 2006 2007 2008 2009 2010 2011 2012 2013
Total debt outstanding and 169,919 207,736 249,478 280,367 268,374 289,387 327,140 356,286 383,932
disbursed (TDO) (US$m)*

Net disbursements (US$m)* 9316 27811 36,149 26487 -10,408 -688 1598 22995 20,778
Total debt service (TDS) 36,803 40,070 48,685 53,798 58,789 55703 48212 45110 33,357
(US$m)*

Debt and debt service indicators %

TDO/XGS" 155.0 166.6 164.2 152.2 179.9 180.4 180.6 177.7 169.1
TDO/GDP 35.2 39.2 38.5 38.1 43.6 39.3 41.3 42.8 43.1
TDS/XGS 33.6 32.1 32.0 29.2 39.4 34.7 26.6 22.5 14.7
Concessional/ TDO 2.5 2.1 24 2.6 33 34 33 3.4 33

IBRD exposure indicators (%)

IBRD DS/ public DS 4.7 6.0 6.0 6.4 7.8 6.6 6.7 6.7 75
Preferred creditor DS/ public 47.1 51.0 409 253 19.7 29.4 331 27.6 20.8
DS (%)°

IBRD DS/ XGS 0.9 0.9 0.7 0.5 0.6 0.5 0.5 05 0.5
IBRD TDO (US$m)? 5,829 6,854 7,541 8,046 9769 11,563 11,835 12259 12,891

Of which present value of

guarantees (US$m)

Share of IBRD portfolio (%) 5 6 7 7 9 11 12 12 12

IDA TDO (US$m)? 71 65 59 54 48 42 36 31 26
IFC (US$m)* 1,058 1,274 1,417 1,875 1,970 2,122 2,507 2,866 3,185

Loans 853 1,082 929 1,292 1,403 1,329 1,600 1,896 2,196

Equity and quasi-equity /c 205 192 488 584 567 793 907 969 989
MIGA

MIGA guarantees (US$m) 135 135 135 672 612 667 953

a. Includes public and publicly guaranteed debt, private nonguaranteed, use of IMF credits and net short-term capital

b. “XGS” denotes exports of goods and services, including workers” remittances.

c. Preferred creditors are defined as IBRD, IDA, the regional multilateral development banks, the IMF, and the Bank for International Settlements.
d. Includes present value of guarantees.

e. Includes equity and quasi-equity types of both loan and equity instruments

f. IFC Committed Portfolio adjusted for world and regional project allocations as of end FY
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