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A key objective this year is to ensure that our growth strategies are more streamlined and 

concise.  In this regard, the total length of sections A, B and C should be limited to a maximum 

of 3 to 4 pages. 

The narrative in sections A, B and C should be concise. Please use the tables in the Annexes if 

you wish to provide details.  Information already provided in previous years’ growth strategies 

can be referenced using links to other documents to avoid repetitions. 

A. Economic Objective and Context 

Turkstat announced the new 2009 chain-linked GDP series in December 2016. New GDP series 

improves the system of national accounts of Turkey and increases the quality of data by 

harmonizing national accounting system with the latest international standards, SNA-2008 and 

ESA-2010.  

Turkey’s growth rate was 2.9 percent in 2016 despite significant contraction in tourism revenues, 

unfavorable weather conditions hindering agricultural production, and negative impact of failed 

coup attempt. GDP and GDP per capita were realized as USD 857 billion and USD 10,807 in 

2016, respectively. The growth was driven by domestic demand, while the contribution of the net 

external demand was negative. 

In 2016, Turkey managed to create almost 590,000 new jobs. The employment rate was realized 

as 46.3 percent, with a 0.3 percentage point increase compared to the previous year. Labor 

participation rate continued its upward trend and reached 52 percent. However, ongoing increase 

in young population and labor force participation rate coupled with deceleration in job creation 

caused unemployment rate to increase, and it, thus, realized as 10.9 percent in 2016. 

In 2016, nominal exports and imports of goods declined by 0.9 percent and 4.2 percent, 

respectively. As a result, foreign trade deficit improved by USD 7.3 billion y-o-y. Export 

volume, however, increased by 3.4 percent while import volume increased by 4 percent. Current 

account deficit over GDP ratio deteriorated by 0.1 percentage points and increased to 3.8 percent 

in 2016 due to declining tourism revenues. As of February 2017, 12-month rolling deficit 

realized as USD 33.7 billion. Considering the size and impact of the deficit, we are adapting 

policy measures to incentivize high value added production in strategic sectors specifically in 

high-tech industries. These measures will help us reduce our current account deficit to more 

manageable and sustainable levels.  

Central government budget deficit to GDP ratio realized as 1.1 percent while the primary surplus 

to GDP ratio was realized as 0.8 percent in 2016. In the first quarter of 2017, central government 

budget posted a deficit of TL 14.9 billion (approximately USD 4 billion) due mainly to 

expansionary fiscal policy which was deployed in order to bolster economic activity. The EU-

defined general government debt stock to GDP ratio realized as 28.3 percent in 2016. 
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At the end of 2016, consumer inflation stood at 8.5 percent amidst the depreciation of Turkish 

Lira, tax adjustments and the rise in unprocessed food prices due to adverse weather conditions. 

In the first quarter of 2017, annual inflation increased to 11.3 percent mainly due to elevated 

exchange rate pass-through effects, high food inflation and accelerating import prices. However, 

it is expected that inflation will not remain in double digits thanks to tight monetary policy stance 

and the efforts of the Food Committee regarding the rigidities in food prices. 

Challenges to macro financial stability have risen due to unfavorable domestic and global 

developments especially in second half of 2016. The failed coup attempt in mid-July led to 

incremental volatility in the domestic financial markets initially but calmed afterwards thanks to 

additional measures taken by the government and relevant institutions. 

The CBRT’s policy of higher reserve requirements for short-term borrowing led to a sharp fall in 

banking sector’s short-term external debt to 23 percent in 2016 from 53 percent in 2013. Thus, 

the average maturity of banking sector external debt has increased substantially. Similarly, the 

share of short-term resources in external finance of corporate sector has also decreased 

dramatically. In addition, both Turkish banks and corporate sector managed successfully to roll 

over their external debt with reasonable spreads despite unfavorable global uncertainties. 

As of 2016, non-performing loans to total loans ratio was 3.3 percent, while capital adequacy 

ratio was realized as 15.6 percent. In addition, the FX net general position of banking sector 

indicates minimal exchange rate risk. 

Calibration of macro prudential measures, incentive packages for investments, production and 

employment, favorable credit conditions, temporary tax cuts for white goods and furniture 

sectors support domestic demand in 2017. In addition we expect positive contribution to growth 

from agricultural production particularly because of low base effect from the previous year. 

Regarding the trade balance, export performance is expected to be strong in 2017, as the external 

demand in the EU is strengthened and surge in commodity prices boosts the demand of Turkey’s 

commodity exporter trade partners. Leading indicators such as industrial production, 

manufacturing sector capacity utilization rate, PMI index, white good sales, automobile 

production, exports, credit growth and confidence indicators point to continued solid  economic 

activity in the first quarter of 2017 as well. 

B. Implementation of Past Growth Strategies 

Turkey’s key commitments, reflecting medium-term objectives, are broadly in line with those 

provided in previous summits. They are listed as the following: 

1. Increase the ratio of general R&D expenditures to GDP 1.80 percent by 2018 from 0.95 

percent in 2013, and the share of SMEs in R&D expenditures to 20 percent in the same 

period from 17 percent as of 2013. 
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Recent Developments: Implementation process is going on while some measures were 

fulfilled. In this respect, with the Law 6676 issued in February of 2016, a wide range of 

incentives were implemented by government in order to (i) raise the number of R&D centers, 

(ii) provide funding for fee subsidies of the R&D staff, (iii) improve the Technology 

Development Zones Law and (iv) decrease the tax burden on R&D projects. Besides these, 

Turkey has endeavored to establish thematic technology development zones in strategically 

significant sectors and offered a set of incentives to these pioneer sectors to boost their R&D 

capacity and innovation in context of the Law 6676. By the end of 2015, the ratio of general 

R&D expenditures to GDP increased to 1.06 percent from 1.01 percent in 2014. For more 

comprehensive information on the implementation processes of these actions, please refer to 

Annex 2. 

 

2. Raise employment through strengthening the link between education and employment, 

enhancing flexibility in labor market, improving Active Labor Market Policies (ALMPs) and 

developing them for target groups, and introducing conditionality for social benefits. 

 

Recent Developments: Implementation process is still continuing, with some measures 

completed. Turkey has undertaken a comprehensive reform agenda for the effective 

implementation of ALMPs. First, Turkey built up an ‘Information System’ to monitor and 

assess the implementation process of the ALMPs. Second, quality of vocational training 

programs was also prioritized and necessary actions were carried out as of December 2016. 

Third, the number of people applying for on-the-job-training programs has increased since 

2015, and this initiative has contributed to decline in cost of training a new employee. Lastly, 

for medium term, Turkey also considers how to design the social assistance structure in order 

to promote higher labor participation. The details of all these actions are depicted in Annex 2.   

 

3. Increasing women employment through creating a balance between work and family, 

introducing incentive regulations and promoting entrepreneurship. 

 

Recent Developments: Turkey exerts efforts to promote women to participate in labor force 

by striking a balance between work and family. Part-time working opportunities have been 

provided to mothers until the child is 6 years old. In addition to part-time working option, the 

number of day care centers have been increased to incentivize women to work in a more 

productive and willing way. To illustrate, the “Child Care Services at Home Project” will be 

completed in November 2017. On the entrepreneurship front, the implementation process is 

also going on. To that end, “More and Better Jobs for Women: Women's Empowerment 

through Decent Work in Turkey” project is being implemented. Besides this, 

entrepreneurship trainings were organized for 400 females in the pilot provinces. All details 

of these measures are elucidated in Annex 2. 
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4. Increase competition by reviewing the legislation and other issues which prevent business 

environment to improve. 

  

Recent Developments: Implementation is broadly on track. Turkey has taken many steps to 

create a more conducive business environment for both domestic and international investors 

particularly since 2015 and aimed at implementing them effectively. In this respect, Council for 

the Improvement of Investment Environment has taken a significant responsibility to mitigate the 

uncertainties reducing investors’ appetite. In addition to this, “Business and Investment 

Environment Development Program, which is part of the 25 Priority Transformation Programs 

within the context of 10th Development Plan, has been carried out. As of August 2016, Turkey 

also put into force a new law to improve investment climate. With the law 6728, Turkey 

amended legislations to (i) mitigate tax burden on investments, (ii) enhance investment 

climate, (iii) support innovative and high-tech investments, (iv) deepen capital markets and 

(v) strengthen registered economy. The implementation details of these key measures are 

articulated in Annex 2.  

 

5. Boost trade with implementation of the WTO Trade Facilitation Agreement. 

Recent Developments: Implementation was successfully completed. Turkey has joined trade-

facilitation negotiations by delivering proposals on topics, and now exerts effort to manage 

the adoption and adaptation process of trade facilitation standards. Please look at Annex 2 for 

the other details of adjustment process.     

Also, we have added a new key commitment for youth employment in 2016: 

6. Reducing the share of young people who are most at risk of being permanently left behind in 

the labor market by 15% by 2025 

 

Recent Developments: Implementation is on track. Turkey attributes particular attention to 

reducing the young people at the risk of being chronically out of the labor market. First and 

foremost, Turkey has evaluated the effectiveness of labor force training programs for 

discouraged young people, to take necessary measures so as to eliminate the obstacles and to 

sort out the problems in programs. Second, youth entrepreneurship has been reinforced by 

government by providing a set of incentives to encourage young people, between the ages of 

18 and 30, to start and run their own businesses. Eventually, a growing number of young 

people have been registering these entrepreneurship training programs. Third, the number of 

young people benefiting from the counselling services has been gradually mounted up. The 

details of these projects and measures are also explicated in Annex 2. 

 

These key commitments particularly labor market reforms will contribute to enhance 

resilience in real sector by promoting labor market inclusion and productivity growth. In 
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addition to this, WTO trade facilitation agreement is expected to improve external sector 

resilience of Turkey by strengthening the multilateral trading system and mitigating the 

administrative costs.  

C. Major New Policy Actions Supporting Growth- Hamburg Summit 

C1. Macroeconomic Policies 

In order to support domestic demand, some temporary tax reductions were introduced in 2017. 

Special consumption tax on white goods was reduced by 6.7 percent to zero and value-added tax 

on furniture cut from 18 percent to 8 percent. Also, value added tax on home sales was reduced 

to 8 percent from 18 percent. These tax reductions will be applied until September 2017.  

In order to enhance resource allocation to more productive sectors and promote growth, some 

macro-prudential measures were calibrated in the last quarter of 2016. Moreover, Credit 

Guarantee Fund (KGF)’s mandate is extended to help SMEs and exporters access financing 

under more favorable conditions by extending the Treasury-backed guarantee mechanism. As a 

result, the credit guarantees by KGF under the counter guarantee of Turkish Treasury have 

reached to TL 95.3 billion and corresponding credit volume has reached to TL 108.5 billion as of 

May 2, 2017. 

Furthermore, a new employment campaign has been recently announced. With this campaign, 

government is providing financial support in order to generate additional employment 

particularly among new graduates. 

Since the end of last year, Turkish Government has taken steps to boost employment, private 

consumption and investment in line with its strong commitment on high and sustainable growth. 

These steps were in the form of tax cuts, credit facilities to exporters and SMEs, or direct 

subsidies to employers and households. Thanks to these targeted measures, economic activity 

continued to be robust in the face of shocks. Incentive package consists of the following 

components: 

• Minimum wage subsidy is extended till the end of 2017, covering all workers with gross 

wage below TL 3,300. 

• For every worker participating in labor force till April, government will waive respective 

personal income tax and stamp duty liabilities until end of the year. Social security premiums of 

these employees will be paid by the Unemployment Insurance Fund. 

• Government will provide grants and loans to SMEs with a grace period of one year via 

the SME support agency. 

• Government has announced tax cuts for indirect taxes on consumer durables and housing 

till the end of April 2017. 
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• Arrears on agriculture credits extended by Ziraat Bank (largest public bank) and 

Agricultural Cooperatives have been restructured. 

• Government has provided an option to defer social security premium payments of private 

sector employers from the first quarter to the last quarter of the year to improve liquidity of the 

firms. 

• Tax payers who pay their dues on time will benefit from tax discounts up to 5 percent as 

of 2018. 

• Government will contribute to the designated fund which will serve for unemployed 

craftsman/artisans beginning from 2018.  

• Increasing guarantee coverage of Credit Guarantee Fund to TRY 250 billion will also 

enable banks to extend loans to exporter and SMEs with a guarantee up to 100 and 85 percent 

provided by the Fund, respectively. Banks will manage their own credit portfolio, while the 

Treasury impose due safeguards. This mechanism will not be expected to end up with an 

additional fiscal cost in 2017. 

Monetary Policy 

Primary objective of monetary policy is to achieve price stability. While aiming to keep inflation 

close to the target, the Central Bank of Turkey (CBRT) also aims at contributing to financial 

stability.  

At the beginning of 2016, mainly due to the expectations that global interest rates will stay lower 

for longer, global financial conditions started to ease. Accordingly, capital flows to emerging 

markets, which stayed weak throughout 2015, strengthened gradually. In Turkey, similar to other 

emerging markets, risk premium declined and domestic currency asserted a more stable 

performance. Easing inflationary pressures and benign global backdrop allowed the CBRT to 

start a simplification process in monetary policy in March 2016 by means of a series of measured 

and prudent cuts overnight lending rate. Accordingly, the overnight lending rate was reduced by 

a total of 250 basis points between March and September 2016 (from 10.75 percent in March to 

8.25 percent in September). In the meantime, the overnight borrowing rate and the one-week 

repo rate were kept unchanged at 7.25 and 7.50 percent, respectively.  

The failed coup attempt in mid-July led to increased volatility in financial markets. In response, 

the CBRT announced additional liquidity measures on July 17 to ensure the effective functioning 

of financial markets. The adopted measures and the favorable course of the global risk appetite 

rendered the spillovers from domestic uncertainty short-lived and limited. Annual consumer 

inflation, which rose to 8.8 percent in July, gradually slowed down afterwards reaching 7 percent 

in November. However, largely due to the volatility in unprocessed food prices and tax 

adjustments in the prices of tobacco products, consumer inflation ended 2016 at 8.5 percent. 

Advanced economies began hiking long-term interest rates toward the end of 2016, triggering 

upgrades to policy rate forecasts. Additionally, the increased global volatility after the US 

presidential election led to fluctuations in financial markets and exchange rates across emerging 
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economies, including Turkey. The CBRT opted for some monetary tightening in November to 

prevent any spillovers into inflation expectations and the pricing behavior. In this context, the 

weekly repo rate was hiked by 50 basis points and the CBRT overnight lending rate was raised 

by 25 basis points. Given the significant slowdown in economic activity observed in December 

the CBRT decided to put policy rates on hold. As of December, the weekly repo rate stood at 8 

percent, while the CBRT borrowing and lending rates were at 7.25 and 8.50 percent, 

respectively. 

In January 2017, volatility in exchange rates surged, weighing on upside risks to the inflation 

outlook. Developments in January reflected an unusual pricing in the foreign exchange market 

rather than a volatility spreading across all the markets. In this respect, the CBRT introduced 

new liquidity tools, such as the late liquidity window (LLW) and currency swaps, to implement a 

monetary tightening that focuses on unhealthy pricing and excessive volatility in the foreign 

exchange market. Accordingly, the CBRT ceased funding through 1-week repo auctions since 12 

January 2017, which directed banks to financing resources with higher costs in the money 

markets. Moreover, the amount of overnight CBRT funding provided through the Interbank 

Money Market the BIST Interbank Repo-Reverse Repo Market were reduced and CBRT funding 

through LLW was increased, which led to a rise in the average cost of funds provided by the 

CBRT. Other than these TL liquidity measures, FX required reserve ratios were reduced by 50 

basis points in all maturities, providing the financial system with around USD 1.5 billion 

additional liquidity.  

Furthermore, at the MPC meeting on 24 January 2017, the CBRT delivered a strong monetary 

tightening to contain the deterioration in the inflation outlook. Accordingly, the marginal funding 

rate was increased from 8.5 percent to 9.25 percent, and the LLW lending rate was raised from 

10 percent to 11 percent. The composition of lending was changed such that the main funding 

component is the LLW.  

In March, cost push pressures and soaring food prices have led to a sharp increase in inflation. 

The rise in inflation is expected to continue in the short term due to lagged pass-through and the 

base effect in food prices. Accordingly, at the March MPC meeting, the CBRT decided to 

strengthen the monetary tightening further in order to contain the deterioration in the inflation 

outlook.  In this context, LLW lending rate has been increased from 11 percent to 11.75 percent, 

while marginal funding rate has been kept at 9.25 percent.  

The CBRT has delivered a strong inflation-oriented monetary tightening while macro-prudential 

policies and the fiscal policy remain accommodative. Relevant institutions took major steps 

toward providing access to finance at reasonable costs and conditions, particularly for real sector 

firms. The current policy mix not only restrains exchange rate-driven inflationary pressures but 

also aims to avert any additional tightening of financial conditions.  
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The CBRT will continue to use all available instruments in pursuit of the price stability 

objective. Tight stance in monetary policy will be maintained until inflation outlook displays a 

significant improvement. Inflation expectations, pricing behavior and other factors affecting 

inflation will be closely monitored and, if needed, further monetary tightening will be delivered. 

Financial Stability Measures and Macro-prudential Policies  

The CBRT has continued to take additional measures to enhance financial stability and stabilize 

the foreign exchange (FX) liquidity along the lines of the road map. The newly adopted use of 

foreign exchange deposits as collateral against Turkish lira transactions aimed at enhancing the 

efficiency of banks’ liquidity management. The  maximum  ratio  of  50  percent  that  banks  

were  able  to  pledge  as  FX-denominated collateral against their borrowings at the CBRT 

Interbank Money Market has been raised to 70 percent. This arrangement is expected to 

counterbalance the possible stress to be experienced in credit risk pricing due to global factors 

and boost the demand for FX-denominated bonds issued abroad by the Treasury. Besides, 

following the failed coup attempt in July 15, banks were allowed to place foreign exchange 

deposit as collateral without limits for needed Turkish lira liquidity.   Furthermore, to enhance 

the flexibility of the FX liquidity management, transaction limits for banks at the CBRT FX and 

Banknotes Markets were raised. Consequently, the sum of reserves held in Reserve Options 

Mechanism and  FX deposits  of  banks  at  the  CBRT reached  a  level  that  is  considerably  

above  the  external FX  liabilities of  banks with  less  than  one-year  maturity. As the need for 

the limitless collateral FX deposit facility abated in time due to the liquidity measures in place, 

the CBRT reinstated the use of upper limits on collateral FX deposits as of 11 November 2016. 

The CBRT’s policy of higher reserve requirements for short-term borrowing led to a sharp fall in 

banking sector short-term debt. In this respect, the share of short-term debt in banking sector 

external debt stock decreased to 25 percent in February 2017from 54 percent in November 2013. 

Thus, the average maturity of banking sector external debt has increased by 13.2 months since 

November 2013. Similarly, the share of short-term resources in external finance of corporate 

sector has also decreased dramatically and a tendency of lengthening the average maturity of 

external debt has been observed recently. The average maturity of non-financial sector’s external 

borrowings exceeded 4.5 years. In addition, both Turkish banks and corporate sector managed 

successfully to roll over their external debt with reasonable spreads despite unfavorable 

international financial conditions stemming from increased global uncertainties. 

In early August 2016, the CBRT decreased Turkish Lira reserve requirement ratios by 50 bps for 

all maturities, and increased reserve option coefficients by 0.1 points for the second, third and 

fourth tranches of the FX facility and for the first two tranches of the gold facility. Further 

changes were made in reserve requirement ratios and reserve option coefficients on September 6, 

2016: Turkish lira reserve requirement ratios were decreased by another 50 basis points for all 

maturity brackets. In the context of Reserve Options Mechanism (ROM), coefficients for the 

second, third and fourth tranches of the FX facility and for the first three tranches of the gold 
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facility have been increased by 0.1. In order to bring out residents’ gold into the economy and to 

increase foreign exchange reserves, it was announced on September 1, 2016 that a new separate 

tranche of 5 percent, in addition to the existing facility of 30 percent allowing reserves 

requirement to be maintained as "standard gold" within the context of ROM, was introduced. 

In order to support financial stability and balanced growth, the CBRT increased the export 

rediscount credit limits to USD 20 billion from USD 17 billion in late-July 2016. By this means, 

the CBRT also aims to accumulate foreign exchange reserves. Moreover, maturity extension and 

re-payment in TL options were introduced to export rediscount credits re-payments. 

On the credit side, as a result of macro-prudential policies that support the financial system, the 

lagged effects of the CBRT’s liquidity measures and public incentives, credit use has shown 

improvement since the beginning of the fourth quarter of 2016. Especially, the growth rate of 

consumer loans and TL-denominated commercial loans have picked up. The growth rate of 

commercial loans continued to exceed the growth rate of consumer loans, however, according to 

the recent data, the annual growth rate of consumer loans is close to of commercial loans in FX 

adjusted terms. The annual loan growth has reached 22.3 percent ,while the overall loan growth 

in FX adjusted terms realized as 14.6 percent as of April 7, 2017. 

Turkish banking sector has maintained its robust position during the financial volatility 

stemming from the increased global uncertainties. The regulatory steps undertaken by the 

Banking Regulatory and Supervisory Authority throughout 2015 and 2016 have significantly 

strengthened the Turkish prudential framework and substantially improved its level of 

compliances with the Basel minimum standards and the recommendations of the FSB. In this 

context, Basel III standards have started to be implemented gradually in line with the phase-in 

period. As of February 2017, capital adequacy ratio (CAR) was realized as 15.9 percent and 

remained well above the legal rate of 8 percent and targeted ratio of 12 percent. In addition, the 

FX net general position of banking sector indicates the absence of exchange rate risk.  

Between September 2015 and March 2016, Turkey successfully passed through the Regulatory 

Consistency Assessment Program (RCAP) of Basel Committee. Within this framework, the 

Turkish banking regulations were reviewed in terms of compliance with the Basel standards. As 

a result, the latest RCAP report of the Basel Committee confirms the full compliance of Turkish 

banking sector legislation with the current Basel standards. 

The credit quality also remained robust in this period. Non-performing loans to total loans (NPL) 

ratio slightly increased to 3.24 percent in April 2017 from 2.95 percent in May 2013. However, 

in addition to the credit growth, NPL sales have contributed to a partial improvement in the NPL 

rate in the recent period. The overall NPL ratio is still at manageable levels. The net NPL ratio 

after provisioning is around 0.8 percent thanks to the prudent provisioning approach. 
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All these measures taken in line with the road map are assessed to have increased Turkey’s 

resilience against global volatility as well as domestic challenges. Due to the effective use of the 

measures presented in the road map and favorable macroeconomic developments, the implied 

exchange rate volatility of Turkey has declined to levels lower than most of the peer emerging 

market countries until mid-July. Although there has been volatility in domestic financial markets 

after the failed coup attempt of July 15, a quick recovery was observed thanks to the swift policy 

response by the government and the CBRT. 

C2. Structural Reform and Other Actions to Foster Strong, Sustainable, 

Balanced, and Inclusive Growth 

After the Hangzou Summit, the structural reform implementation process has continued. In this 

respect, the main reforms have been implemented given below: 

- Project-Based Incentive System, which supports innovative and high-tech investments, 

became effective on September 7, 2016.  In this context, reducing red tape, covering 

insurance premium share of the employers up to 10 years, supporting employees who are 

critical for strategic investments, reducing project-specific tax incentives including 

corporate tax and introducing exemptions are targeted. 

- Attraction Centers Program covering 23 provinces in eastern and southeastern Anatolian 

regions became effective on November 22, 2016. The program aims to reduce the 

disparities between regions by improving investment environment in less developed 

regions and increasing employment, production and exports. 

- Amendment of Public Procurement Law which includes the new regime enforced in 

November 2016 aims at supporting regional development, fostering domestic production 

in strategic sectors and high technology industries, giving incentives to research and 

development and innovation through project based incentives. 

- Labor Market Flexibility consisting renewed regulations has been supporting Private 

Employment Agencies in order to make labor market more flexible. Besides this, 

maternity benefits have been improved to boost female labor force participation. 

- Expert Witness Law which aims to increase efficiency in decision making process in the 

judicial system was put into force on November, 2016. 

- Industrial Property Law protecting the rights with regard to trademark, geographical 

sign, design, patent, utility model and traditional product name was put into force on 

January, 2017. 

- Auto-Enrollment in Private Pension System, aiming to increase domestic savings has 

been effective since January 2017. 

The abovementioned reform package will enhance the resilience of the real sector by paving the 

way for entrepreneurship and increasing the productivity. These policy actions will improve 

investment climate in Turkey and give investors an opportunity to invest more efficiently. 
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Annexes 

Annex 1. Key Economic Indicators 
 

Please update table of key indicators as follows: 

Key Indicators 

 

2016*** 2017 2018 2019 2020 2021 

I. Macroeconomic Indicators 
      

Real GDP (% yoy) 
2.9 4.4 5.0 5.0   

Nominal GDP (% yoy) 
10.8 11.9 11.7 11.2   

Output Gap (% of GDP)* 
-0.1 -0.7 -0.6 -0.6   

Inflation (%, yoy) 
7.8 6.5 5.0 5.0   

Fiscal Balance (% of GDP)** 
-1.1 -1.9 -1.6 -1.3   

Unemployment (%)       10.9        10.2        10.1        9.8   

Savings (% of GDP)         14.6        15.5       16.0   

Investment (% of GDP)         18.8        19.4       19.5   

Public Fixed Capital Investment 
(% GDP) 

        5.1        5.0        4.7   

Private Fixed Capital 
Investment (% GDP) 

       15.6        15.7        16.1   

Total Fixed Capital Investment 
(% GDP) 

       29.8       20.7        20.7       20.8   

Current Account Balance (% of 
GDP) 

       -3.8       -4.2       -3.9       -3.5   

*A positive (negative) gap indicates an economy above (below) its potential. 

**A positive (negative) balance indicates a fiscal surplus (deficit). 
*** Indicators can be presented on a fiscal year basis, should they be unavailable for the calendar year. 
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Annex 2.  Implementation of Past Growth Strategies – Hangzhou, Antalya 

and Brisbane commitments 

Key Commitments 
List of key commitments already fully implemented at the time of Hangzhou Summit 

Turkey has completed Trade Facilitation (adaptation process is still going on).  

Key Commitments for Monitoring Purposes 

Please complete a table for each key commitment that had not been fully implemented by the 
Hangzhou Summit. Kindly select a maximum of 3 commitments from the Hangzhou growth 
strategy to serve as key commitments. 

The policy action: 

Raise employment through updated curricula for vocational schools, 

improving ALMPs, developing these policies for target groups and 

introducing conditionality for social benefits 

Inclusion of the 
commitment in 
growth strategies 

This measure was initially included in the Brisbane/Antalya/Hangzhou 
growth strategy. 

Detailed 
implementation path 
and status 

Interim Steps (include deadlines) for 
Implementation 

Status 

1 – Impact of Active Labor Market Programs will be 
assessed and redesigned (December 2015).  

2- Social assistance facilities utilized by unemployed 
people who are able to work will be diminished gradually 
in case they do not participate in the labor force.  

3-Social security premiums of employed people acquiring 
social assistance, paid by employers, will be compensated 
through government incentives.  

4- Information system that traces Social Benefits and 
Employment Records will be developed. 

5- Stretching the conditions to benefit unemployment 
insurance and extending length of time benefits from 
unemployment insurance payments.  

6 – Monitoring and assessing Active Labor Market 
Policies across the country (December 2016).  

7- Quality of vocational training will be improved in order 
to use public resources efficiently. 

8 –Enrolling more employees from on-the-job-training 
programs (December 2018). 

9- Providing an appropriate education or a job for 
unemployed people who are able to work but get social 
assistance via İŞKUR (December 2018). 

 

1- For the purpose of 
adapting to developing 
labor market conditions 
and providing more 
efficient services to job 
seekers, various 
amendments were made 
in the Regulation on 
Active Labor Services 
published on 13 March 
2013 by Turkish 
Employment Agency to 
set the procedures and 
principles of vocational 
training courses, on-the-
job training programs, 
public works and 
entrepreneurship 
training programs in the 
scope of active labor 
services carried out. 

Regulation on the 
Amendment of the Active 
Labor Force Services 
Regulation for the issues 
requiring revision within 
the scope of current 
developments was 
published in Official 
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Gazette dated 12.02.2016 

Information system, 
which monitors and 
evaluates the impacts of 
the ALMP, had been 
formed by increasing the 
number of qualified staff 
in order to strengthen 
the information 
technologies 
infrastructure. 

2-Completed.  

3-Completed.  

4-Completed.  

5-Completed.  

6-In Progress 

Statistical data on local 
labor markets are 
monitored and evaluated 
in the Provincial 
Employment and 
Vocational Training 
Boards which are the 
principal policy making 
entities at provincial 
level. 

With the project 
launched in 2015, it is 
aimed to redesign the 
courses / programs 
within the scope of 
Active Labor Market 
Programs by evaluating 
the vocational training 
courses, on-the-job 
training programs, 
entrepreneurship 
training programs and 
other courses, programs 
and practices. 

On the other hand, 
according to the National 
Employment Strategy of 
Turkey, new software 
programs and systems 
have been used and 
developed to monitor 
and evaluate active and 
passive employment 
measures from statistical 
aspect. To that end, 
datasets will be 
constructed to analyze 
measures in coordination 
with Ministry of National 
Education.  
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7- Completed.  

8- In progress 

The total number of 
159.076 people 
participated in 76.934 on 
the job training 
programs in 2015. 

In 2016, a total of 
238,205 people 
participated in a number 
of 103,852 on-the-job 
training programs. The 
target for benefiting from 
on-the-job-training 
Programs scheduled for 
2017 is 500,000 people.   

9-In progress 

The Regulation on the 
principles of orientating 
the guidance of social 
assistance beneficiaries 
to employment is 
ongoing and it is aimed 
to be put into force in 
2018. Within the scope of 
the regulation, incentives 
for employers who 
employ social assistance 
beneficiaries, and job 
orientation assistance for 
jobseekers are foreseen  

The draft legislation has 
been passed from the 
Grand National 
Assembly of Turkey. 
According to the 
legislation; social 
assistance beneficiaries 
who refuse three 
employment or training 
offers will be deemed 
ineligible to have social 
assistance benefits. This 
initiative is going on with 
actions aiming at 
strengthening the 
relation between social 
assistance and 
employment. 

Impact of Measure 

- Boosting productivity of labor force via more qualified jobs. 

- Strengthening the connection between social assistance and employment, and 
promoting 100.000 more people receiving social assistance to participate in labor 
force by the end of 2018. 

- The impact of raising employment measures through updated curricula for 
vocational schools, improvement of ALMPs, updated programs for target groups 
and introduction of conditionality for social benefits will be monitored through 
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institutional data base and statistics; i.e. particular attention will be given to the 
increased number of employed people, decreased number of social assistance 
beneficiaries, the number of enrolled employees from on-the-job-training 
programs, the number of updated curricula for vocational schools, the shortened 
period of unemployment.   

- Unemployment insurance coverage is limited, but budget resources for active 
labor market policies more than doubled between 2015 and 2016. The number of 
participants in the subsidized on-the-job training programs increased from 12000 
in January-February 2015 to 37000 in the same period of 2016. It is aimed that a 
number of 500 thousand people would participate in the on-the-job training 
programs by the end of 2017.   

 

The policy action: 

Increasing women employment through creating a balance between 

work and family, introducing incentive regulations and promoting 

entrepreneurship 

Inclusion of the 
commitment in 
growth strategies 

This measure was initially included in the Antalya growth strategy. 

Detailed 
implementation path 
and status 

Interim Steps (include deadlines) for 
Implementation 

Status 

1-Providing part-time working opportunity to 
mothers, following the maternity leave, for about 6 
years (until the child is at primary school starting 
age). 

2 – Increasing the number of day care centers owned by 
private sector (June 2016) 

3 – Increasing the number of services for children and day 
care centers in order to reduce caring responsibilities of 
women (December 2016). 

4- Preparing and implementing “Program of Women 
Entrepreneurship” (December 2018). 

5- Raising awareness by women for entrepreneurship 
opportunities (December 2018). 

6- Providing vocational courses for women benefiting 
from social assistances (December 2018). 

7- Enhancing the share of women in labor force employed 
by İŞKUR (December 2018). 

1-Completed.  

2-In progress 

In order to reduce caring 
responsibilities of 
women, number of 
services for children and 
day care centers will be 
increased. 

The project "My Mother's 
Business is My Future" 
has been put into 
implementation, and the 
goal of the project is 
establishment of day care 
centers in 10 organized 
industrial zones until the 
end of 2019. 

3-In progress 

“NANNY-Supporting 
Registered Employment 
of Women through 
Home-Based Child Care” 
implemented by Social 
Security Administration 
and co-financed by The 
Republic of Turkey and 
the European Union was 
initiated in March 2015.  
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With the implementation 
of Child Care Services at 
Home Project, it was 
aimed both at facilitating 
the participation or 
return of women back to 
working life who bear 
nursing responsibilities 
for their infants and also 
increasing the registered 
employment of 
unregistered babysitters. 

Within the scope of the 
Project, which will be 
completed in November 
2017; promotion 
activities, technical 
infrastructure activities, 
opening conference, local 
conferences in the 
provinces, radio and 
television programmes 
were carried out. Totally 
45.774 payments were 
made as 300 Euros for 
financial support and 
2,653 payments were 
made as 90 Euros as 
extra payment. Financial 
support to beneficiary 
mothers budget was 
increased totally by 
10.000.000 Euros. 

4- Project titled as “More 
and Better Jobs for 
Women: Women's 
Empowerment through 
Decent Work in Turkey” 
is being implemented.   

In this project, gender 
equality and women 
employment trainings 
were completed for 
İŞKUR staff; 
Entrepreneurship 
trainings were organized 
for a number of 400 
females in the pilot 
provinces; a 
recommendation 
decision was taken on 
that at least one of 
Provincial Employment 
and Vocational Training 
Boards meetings will 
focus on women 
employment in 2017. 

5- A project titled as 
“Finance and Advise for 
Women in Business” was 
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launched in 2014, 
targeting SMEs with a 
majority shareholding of 
women and/or managed 
by women. Finance and 
advice support is 
provided for the 
beneficiaries of the 
project. 6,500 female 
entrepreneurs have 
received funding and 
advice as of March 2016.  

Also, “Women 
Employment Action 
Plan” was finalized in 
December 2015 and it is 
supposed to be 
implemented by İŞKUR 
in 2016-2018 period. 

Entrepreneurship 
trainings were organized 
for 400 females in the 
pilot provinces; a 
recommendation 
decision was taken on 
that at least one of 
Provincial Employment 
and Vocational Training 
Boards meetings focus 
on women employment 
in 2017. On the other 
hand it is planned to 
award a grant for 30 
women who have 
successful business plans 
at the end of the 
trainings. 

6- In progress 

7- In progress 

A new employment 
incentives campaign has 
been initiated early in 
February 2017 with a 
view to creating 2 million 
new jobs, with supports 
and incentives provided 
for employers. The 
campaign will continue 
until the end of 2017 and 
a huge number of women 
is expected to be placed 
in a job through the 
campaign.   

The number of women 
participated in the 
ALMPs was 202.409 
while it was reported as 
212.854 in 2016. 
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Impact of Measure 

As seen above, the number of women participating in the ALMPs and 
entrepreneurship trainings will improve the inclusiveness of the labor market since the 
vast number of women out of labor market will be employed thanks to these programs. 
Reducing the caring responsibilities of women will also contribute to the inclusive 
labor market by increasing the labor force participation rate of the women.  

 

The policy action: 
Reducing the share of young people who are most at risk of being 

permanently left behind in the labor market by 15% by 2025. 

Inclusion of the 
commitment in 
growth strategies 

This measure was initially included in the Antalya growth strategy. 

Detailed 
implementation path 
and status 

Interim Steps (include deadlines) for 
Implementation 

Status 

1- Monitoring the effectiveness of labor force training 

programs for long-term unemployed, determination of 

deficiencies and taking additional measures 

(Continuous). 

 

2- Promoting youth entrepreneurship (Continuous). 

 

 

3- Providing career planning, job-search assistance, 

matching and guidance services to young people 

(Continuous). 

 

4- Supporting young people with labor force trainings 

(Continuous). 

 5-Developing interfaces by establishing cooperation with 
relevant institutions in order to foster internship and on-
the-job training programs (Continuous). 

1.In progress 

Current situation: 
Turkish Employment 
Agency has decreased 
the duration of active 
job-seeker registration 
from 18 months to 12 
months, with the aim of 
making the services 
more dynamic and 
efficient for unemployed 
people. The long term 
unemployment rates are 
20.6% in 2014, 18.4% by 
February 2015, and 
15.0% in 2016. 

2.In progress  

Current situation: 
Turkish Government has 
released an incentive 
package for the use of 
new young 
entrepreneurs, who set 
up their own business 
for the first time with the 
age bracket of 18 to 30 
years. According to the 
incentive, these young 
people will be provided 
with TL 50,000 as grant 
and an additional 
amount of TL 100,000 
interest-free credit. In 
addition to the financial 
support, the state 
renounces its income tax 
from the incentive 
beneficiary for a period 
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of 3 years. Besides, one 
year’s salary of the 
young people who find a 
job for the first time will 
be covered by the state 
within the scope of the 
package. 26,012 young 
people participated in 
entrepreneurship 
training programs in 
2016. 

3. In progress  

An individual approach 
will be adopted for 
easing school-job 
transition of young 
people and individual 
employment action 
plans will be prepared 
for each young. 
1,222,049 young people 
(15-29 years old) 
benefited from 
counseling services in 
2016.   

4. In  progress  

A sectoral approach will 
be followed while 
choosing the sectors of 
vocational training 
activities, practical 
training and on-the-job 
training programs will 
be promoted. During the 
period January-
December 2016, 59,460 
young people 
participated in 
vocational training 
courses while 172,299 
young people benefited 
from on the job training 
programs. 

5. In progress 

Impact of Measure Interim steps depict the impacts of measure.  These measures will contribute to the 
inclusive growth and encourage young people to participate in labour force.   
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The Policy Action 

Increase the ratio of general R&D expenditures to GDP 1.80% by 2018 

from 0.95% in 2013, and the share of SMEs in R&D expenditures to 20% 

in the same period from 17% as of 2013 

Detailed 
implementation 
path and status 

Interim Steps for Implementation Status 

1- Establishing more R&D centers to enhance innovation and 
competitiveness (Continuous). 

2 – Existing mechanisms supporting cooperation between 
technology development zones, organized industrial zones, R&D 
Centers, technology platforms, sets and public and private sector 
research centers will be revised, efficiency of mechanisms will be 
assessed and new mechanisms of cooperation will be produced 
(December 2015). 

3 – Research programs to develop local products and 
technologies in sectors with high external dependence will be 
supported.  The number of activities like advertisements, 
workshops and exhibitions will be increased in priority areas 
(December 2018). 

4- Technology development zones will focus on priority sectors 
and efficiency in R&D activities of firms will be analyzed (June 
2016).  

5- Capacities of technology transfer offices regarding to 
industrial properties will be increased. Industrial property 
education, patent appointment system and patent preliminary 
survey will be carried out to boost industrial property rights 
(December 2018). 

 
1-With the law 6676, it 
has been aimed at 
reducing minimum 
staff requirement to 
establish an R%D 
center to 15 people 
from 30, and providing 
support for research 
personnel’s wages up to 
two years. 

2- Completed.  

3- With law 6676, 
particular focus will be 
given to the 
strategically important 
sectors in the 
technology 
development zones.  

4- With the law 6676, 
thematic technology 
development zones will 
be established (with a 
particular focus on 
strategically important 
sectors). The software 
developed at these 
zones will be exempt 
from VAT and the 
imported products will 
be exempt from 
customs tax. 
Employment of foreign 
nationals at these zones 
will be facilitated. 

5 – The new “Industrial 

Property Law” No.6769 

was adopted on 22 

December 2016 by the 

Turkish Parliament. 

Impact of 
Measure 

- Increasing number of technological products and brands in priority sectors, which 
promotes competitiveness  

- Promoting the rate of total factor productivity in industry sector 

- Boosting share of priority sectors in production  capacity and export volume of 
manufacturing industry 

- Raising number of qualified researchers and employing them in private sector more 
widely 



Final:  June 23, 2017 

Page 22 
 

2017 Final Growth Strategy  – TURKEY 

- Upgrading number of research centers, business incubators, technology development 
centers and innovation centers 

- Making technology development zones more sector-based  

- Facilitating technology transfer 

- Increasing number of accredited institutions in R&D from 756 (2014) to 931 (2018)  

- Increasing number of corporations that has R&D center certificates from 170 (2014) to 
225 (2018). 

- Boosting R&D experiment of private sector by %100 until the end of 2018. 

 

The Policy Action: 
Boost trade with implementation of the WTO Trade 

Facilitation Agreement 

Detailed implementation path 
and status 

Interim Steps for 
Implementation 

Status 

1 –Translation of the 
Agreement 

2 – Submission of the 
Agreement to the relevant 
Committees of the Grand 
National Assembly 

3 –Adoption of the Agreement 
to the General Council of the 
Grand National Assembly 

4-Ratification of the Agreement 
by the Council of Ministers and 
publishing at the Official 
Gazette  

5- Establishment of the 
National Trade Facilitation 
Board 

Completed. 

 

Impact of Measure 

-According to various studies, benefits of the Trade Facilitation Agreement 
to world economy are calculated to be between $ 400 billion- $1 trillion by 
reducing cost of trade between %10-15. Reducing global trade costs by just 
1% would increase worldwide income by more than $40 Billion; 65% of 
which would accrue to developing countries.  

-OECD findings suggest that the full implementation of the Agreement 
could reduce total trade costs by 13% in upper middle income economies 
and by up to 15% in other developing countries. 

-OECD’s quantitative analysis for a group of countries, which includes 
Turkey, shows that Turkey would see increased trade volumes and reduced 
trade costs from continued improvements in many areas covered by the 
WTO Trade Facilitation Agreement, including a full implementation of a 
Single Window. Besides this, on June 2015 report by the OECD on Trade 
Facilitation Indicators, Turkey was assigned a higher level than the OECD 
average in the areas of appeal procedures and governance and impartiality. 
Additionally, Turkey has improved its performance in the areas of 
information availability, advance rulings, the simplification and 
harmonization of documents, automation, streamlining of border 
procedures, internal border agency cooperation and governance and 
impartiality between 2010 and 2015. 
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Overall, Turkey endeavors to maintain trade facilitation measures aiming at 
the reduction of administrative costs, waiting times for multilateral trade, 
enhancing the predictability and transparency of customs procedures. Thus, 
it has actively participated in trade-facilitation negotiations by submitting 
and co-sponsoring proposals on topics such as electronic payments, 
disciplines on fees and charges and freedom of transit. 

 

The Policy Action: Enhancing the Business and Investment Environment 

Detailed implementation path 
and status 

Interim Steps for 
Implementation 

Status 

-Creation of a mechanism to 
facilitate and accelerate 
business permits and land 
allocation processes 
(Continuous) 

- Integration of electronic 
systems, simplification of 
business licenses and working 
permits (Continuous)  

- Regulations to ensure faster 
settlements of legal disputes, 
increasing the level of 
specialization of the legal 
capacity and framework for 
dispute resolution 
(Continuous) 

-Increasing the public-private 
dialogue via high level meetings 
of the Council for the 
Improvement of Investment 
Environment (YOİKK) 
(Continuous).  

-Putting into force the law 6728 
in order to improve investment 
climate in Turkey. With the law 
6728, as of August 2016 we 
amended legislations to; 

 Reduce tax burden on 

investments 

 Improve investment 

climate 

 Support innovative, high-

tech investments 

 Deepen capital markets 

 Strengthen registered 

economy 

 With the help of 

regulation, the number of 

procedures to start a 

business will fall to 3 from. 

The number of days to 

The consultative process of YOIKK 
contributed to the amendments below 
regarding the investment climate: 

 Istanbul Arbitration Center, which is 

an important pillar of the Istanbul 

International Finance Center 

Project, became operational. 

 Law on International Labor Force” 
was published in the Official Gazette 
on August 13, 2016. 

 “Law Amending Certain Laws to 
Improve the Investment Climate” 
which was published in the Official 
Gazette on August 9, 2016, 
addressed major tax issues. 

 Personal Data Protection Law No. 

6698 was published in the Official 

Gazette on April 7, 2016. 

 In February 2016, Law Amending 

the Law on Research and 

Development and Certain Laws and 

Statutory Decrees was adopted. 

 In January 2016, Law Amending the 

Law on Income Tax and Certain 

Laws 

 In December 2015, Law no. 6656 

which amends some articles on 

setting up aquaculture facilities was 

adopted 

In December 2015, Law no. 6655 was 
which amends some articles of VAT, 
Income Tax, Individual Pension System, 
General Health Insurance was adopted. 

 Implementation process of the law 

6728 is on track. 
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start a business will be 2.5 

rather than 6.5.  

Impact of Measure 

-Promoting ease of doing business through improving the implementation 
of proper laws and regulations 

-Increasing level of foreign direct investment. 

-Increasing share of private sector investment in GDP by % 5 until the end 
of 2018.  

-Turkey is expected to move up in the World Bank’s “Ease of Starting a 
Business” Index to join the top 20 from its current rank of 69. 

 

Non-key Commitments 
 

The policy action Status of Implementation  Impact of the policy 
1 Establishment of fund of funds for 
early stage investing in innovation-
driven enterprises, as well as 
crowdfunding and co-financing 
mechanisms, and strengthening the 
legal infrastructure on microfinance 

After the first announcement of the 
Turkish Treasury had been published 
to invite eligible fund of funds to 
benefit from the program, European 
Investment Fund applied to request 
for commitment on 01.08.2014. The 
application was reviewed and a 
memorandum was signed on 
16.10.2015. According to the 
memorandum, Turkish Treasury is 
committed 60 million Euro to the 
Turkish Growth and Innovation Fund 
(fund of funds), which was established 
on 12.05.2016. The fund has 200 
million Euro total commitments and 
started to invest in VC funds.  
- Crowdfunding will be regulated by 
Capital Markets Board  

According to the Decree regulating 
conditions of commitment of 
Turkish Treasury to fund of funds, 
the fund of funds has to invest in 
VC funds, which are aiming to 
invest in mainly early stage 
companies, as well as SMEs and 
mid-cap companies in Turkey. It is 
expected that the 60 million Euro 
commitments of the Turkish 
Treasury will cause a spill-over 
effect and Turkish companies, 
mostly innovation-driven SMEs, 
will access to min. 400 million 
Euro equity based finance.  
 

 

The policy action Status of Implementation  Impact of the policy 
2 New regulations on venture 
capital investment funds 

fully implemented New regulation on venture capital 
investment funds will help foster the 
venture capital investments in the 
medium and the long term thus has 
positive effects in innovation 
capacity of the economy.  
 
So far, two venture capital 
investment fund units are sold to 
qualified investors. The net assets 
value and fund commitment of these 
investment funds amount to € 20 
million and € 60 million 
respectively. 
 
It is expected that this number will 
increase as the awareness on the 
benefits of new regulations increases. 

3 New regulations on  real estate 
investment funds and investment 

fully implemented Real estate and infrastructure 
investments are among the most 
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companies important components of economic 
growth in Turkey. So, as a concrete 
policy, financing these investments 
through capital markets is one of the 
main objectives of the Capital 
Markets Board and new regulations 
on real estate investment funds and 
investment companies are prepared 
in this context. So far, real estate 
investment fund becomes a niche 
product and attracts significant 
interest from the sector. As of now, 
there are 26 real estate investment 
funds and the units in six of them are 
already sold to qualified investors. 
Total net asset value of these funds is 
€ 231 million. 
Real estate investment companies 
solely dealing with infrastructure 
investments are also increasing in 
number.  
The figures imply that these new 
regulations have already begun to 
make a deep impact in real estate 
financing structure. 

4 New regulations regarding 
portfolio custody services, mutual 
funds and mortgage financing 

fully implemented New framework on regulation of 
covered bonds catalyzes the growth 
of corporate debt markets. Especially 
for the deposit banks covered bonds 
nominate to become one of the main 
instruments of financing. Since the 
first issuance in 2016 the worth of 
issues have reached € 605 million . 
In the medium term itis expected 
that covered bond issuances will help 
decrease banks’ cost of finance.  
The new regulations regarding the 
portfolio custody services and 
mutual funds strengthen the safety of 
the mutual fund structure and guide 
the industry for better management. 
Overall, these new regulations 
encourage investors to invest in 
mutual funds and hence, contribute 
to domestic savings.        
 

5 Establishment of a central 
electronic platform (TEFAS) for 
trading investment fund units 

fully implemented  

TEFAS is established to expand the 

distribution channels of the fund 

industry. It contributes to intensity 

of competition in the asset 

management industry as it enables 

investors to access units of all funds. 

The transaction volume in 2016 

surged by 58,5% as compared to 

2015, the first year of TEFAS. 

Overall, TEFAS boosts the demand 

for mutual funds and contributes to 
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the domestic savings.  

 
6 Establishing a well-organized 
Sukuk market in Turkey 

fully implemented 
With a view to diversify the 
instrument base, Turkish Sukuk 
regulation was revised and currently, 
all the five internationally 
acknowledged types of Sukuk are 
available to the Turkish market. 
Turkey expects further development 
of the domestic interest-free finance 
market including through easing of 
non-financial corporations’ access to 
Sukuk issuances as well as increasing 
overall awareness on related 
products and services.  

The new regulations have become 
compatible with all kinds of 
financing from retail to 
infrastructure projects. 

On the other hand, in order to 
contribute to the development of 
capital markets, on June 24th, 2016, 
Capital Markets Board announced a 
50% discount in fees which are 
charged from public offerings, sukuk 
issuances and issuances of real-
estate certificates. 
In line with effective, reliable and 
flexible regulatory framework, 
volume of private sector sukuk issues 
has increased dramatically. The 
amount of Turkish sukuk issued by 
private sector markets jumped from 
around TL 1 billion in 2011. In 2016, 
this amount is about TL 3.5 billion. 

 

The policy action Status of Implementation  Impact of the policy 

7 Helping SMEs’ participation in the 

GVCs 
 

In Progress 

Turkey will improve the R&D capacity 
and human capital structure of the 
SMEs and support their clustering 
activities. 

It is indicated in the 10th Development 
Plan of Turkey for the period of 2014-
2018 that it is important to reach 
upper levels in the GVCs through 
creating a sustainable high technology 
product structure.  

In line with this policy vision, general 
R&D expenditures to the GDP ratio 
will be increased to 1.80% by 2018 
from its current level of 1.01% in 2014. 
The share of SMEs in R&D 
expenditures will be increased to 20% 
in the same period from 17.4% as of 
2014.   

Under Turkey’s G20 Presidency, 
Report on «Inclusive Global Value 
Chains: Policy options in trade and 
complementary areas for GVC 
Integration by small and medium 
enterprises and low-income 
developing countries» was 
prepared and submitted by the 
OECD and World Bank Group to 
G20 Trade Ministers Meeting in 
Istanbul/Turkey on the 6th of 
October, 2015. 

In addition, the international 
agenda on GVCs, including 
analytical work and policy papers, 
are followed closely, which has 
helped Turkey to acquire 
capacities on the notion. 

The first group of the Priority 
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Furthermore, technical trainings and 
consultation activities are planned for 
improving the human capital of the 
SMEs.  

In order to find joint solutions for joint 
problems, SMEs are encouraged to 
come together and establish joint 
procurement, design, marketing, 
production and services structures. 
Thus, the aim is increasing the 
capacity and competition power of the 
SMEs by acting together. 

 

Transition Programs within the 
framework of the 10th 
Development Plan of Turkey have 
been started to be implemented as 
of November 2014. These 
programs include action plans on 
Commercialization of Priority 
Technology Fields including 
actions on improving R&D and 
human capacities, and clustering 
activities of the SMEs. These plans 
will be implemented through 
January 2015 to December 2018.  

The second group of Priority 
Transition Programs that were 
launched on December 2014 also 
includes an action plan on 
Increasing Productivity in the 
Production Processes, which 
encompasses actions on improving 
the capacities of the SMEs and 
encouraging their clustering 
activities that are planned to be 
implemented through January 
2015 to December 2018. 

 

The policy action Status of Implementation  Impact of the policy 

8 Improving and liberalizing the 

services sector, especially in the 
logistics services area. 
 
 
 
 
 

In Progress 

Turkey aims to further increase the 
share it gets from global services trade, 
therefore favors liberalization efforts at 
every level. Thus, Turkey will continue 
including services trade in its FTAs; 
and is also willing to actively and 
constructively engage in Trade in 
Services Agreement (TiSA) 
negotiations when they are resumed 
Moreover, in 2017 Turkey and EU will 
start negotiations to update the 
Customs Union. Although the 
modalities have not been determined 
yet, liberalization of services is part of 
the package. 

In parallel to the developments in 
world economy, the importance and 
role of services trade in Turkish 
economy has been increasing. Services 
sector comprised 61.5% of the Turkish 
GDP in 2015 and contributed to 
employment by60.4% at the last 
quarter of 2016. 

With an aim to determine policies to 
boost the competitive power of the 
services sector, Turkey plans to 
conclude the first stage of the 
International Services Trade Statistics 
Project by 2018. 

The countries with which Turkey 
is negotiating services under its 
FTA’s are EFTA,  Pakistan,  Japan, 
Mexico, Peru, , Bosnia-
Herzegovina, Serbia, Georgia and 
Ukraine. Turkey is negotiating a 
limited-scope trade in services and 
investment agreement with the 
Russian Federation covering only 
services and investment topics. 

Turkey is also planning to deepen 
its FTAs with Albania, Kosovo, 
Macedonia, Chile and Malaysia 
through concluding trade in 
services agreements.. Moreover, 
Turkmenistan, Azerbaijan, 
Belarus, and Kazakhstan are 
among the countries that Turkey 
has an intention to negotiate 
services agreements. 

Turkey has concluded services 
trade negotiations under its FTAs 
with Korea and Singapore; 
agreements signed on 25 February 
2015 and 15 November 2015 
respectively. Both agreements are 
under internal ratification process. 

Trade liberalization is one of the 
components of the EU-Turkey 
Customs Union Update Process, 
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The average estimated growth rate for 
2014-2018 period is 5.5% and services 
sector is expected to contribute to the 
value added by 61.9% in this period.    

Turkey intends to re-construct its 
railway and port management system, 
eliminate logistic barriers restricting 
trade, and establish logistical centers 
abroad. 

The logistics master plan which aims 
to transform Turkey into a regional 
logistics hub is expected to be 
concluded by 2018. Once concluded, it 
is believed that it would decrease costs 
of companies in logistics.  

As many infrastructural problems 
hamper the physical trade routes, 
Turkey plans to build the hinterland of 
its ports with railroad and container 
transport terminals as well.  

Logistics centers are aimed to be 
established abroad to diminish time 
and storage capacity scarcities. Central 
Asia, South Caucasia, China and the 
USA are being worked on.  

Turkey has also been actively working 
on liberalizing transit passages and 
abolishing the road transit passage 
documents that hamper bilateral and 
regional trade flows.   

 

negotiations of which will 
commence in 2017. 

Trade in services agreements 
creates legal certainty and 
predictability which is vital for 
service providers and investors. 
These negotiations are important 
to constitute a secure path for our 
business industry. In terms of 
choosing negotiating partners 
Turkey is more inclined to focus 
on the region where the outward 
investment is dense and potential 
trade in services volume is high. 

The first group of the Priority 
Transition Programs within the 
framework of the 10th 
Development Plan of Turkey that 
were launched on November 2014 
includes an action plan on 
Transition Program from 
Transportation to Logistics. 
Accordingly, the logistics master 
plan have been started to be 
prepared in 2016 and is expected 
to be concluded in 2018. Similarly, 
the report on the logistics center to 
be established abroad will be 
finalized by the end of 2017 and 
together with the private sector 
these centers are planned to be 
established and operationalized by 
the end of 2018.   

This action plan also encompasses 
actions towards improving 
physical conditions and meeting 
infrastructural needs. 

 

The policy action Status of Implementation  Impact of the policy 

9 Reducing trade restrictive measures 

and traditional barriers to trade 
 
 
 
 

In Progress 

Turkey will conclude its ongoing FTA 
negotiations and start new ones. 

Turkey previously signed TCAs with 
China, Ukraine, Azerbaijan, Iran, 
Lebanon, Israel and Bulgaria. 

Turkey will seek to conclude TCAs with 
its trading partners in the coming 
period so as to ensure smooth market 
access thereby decreasing technical 
barriers to trade. Besides, Turkey will 
be closely following the negotiations of 
EU with third countries on MRAs 
and Agreement on Conformity 
Assessment and Acceptance of 
Industrial Products (ACAAs) so as to 
negotiate parallel agreements. 

Turkey actively negotiates FTA 
with 9 countries/country blocs; 
namely Peru, Ukraine, Colombia, 
Ecuador, Mexico, Japan, Sudan, 
Djibouti, and Qatar, Additionally, 
work towards accelerating the 
negotiation process with Dem. Rep 
of Congo, Cameroon, Seychelles, 
Gulf Cooperation Council, Libya 
and MERCOSUR is going. 

Turkey is conducting negotiations 
with EFTA, Georgia, Bosnia-
Herzegovina and Serbia for 
amending and enhancing the 
scope of current FTAs. Turkey has 
launched initiatives to start FTA 
negotiations with 10 
countries/country blocs, which are 
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Furthermore, Turkey will seek to sign 
“Action Plans” with aim of enhancing 
the implementation of TCAs. 

Turkey and the EU will commence 
negotiations aimed at expanding the 
scope of their commercial and 
economic ties through the upgrading 
of their Customs Union (CU), by 
developing reciprocal agriculture 
concessions and extending preferential 
economic relations to include public 
procurement, e-commerce and 
services, thereby also tackling the 
asymmetry embedded with the CU. 
Official negotiations are expected to 
start by 2017 and to last through 2018. 

  

the USA, Canada, Thailand, India, 
Indonesia, Vietnam, Central 
American Countries, other ACP 
Countries, Algeria, and South 
Africa. 

Negotiations towards the signing 
of new TCAs with important 
trading partners of Turkey are 
currently underway.  

Accordingly, Turkey has recently 
signed a TCA with the Turkish 
Republic of Northern Cyprus on 
August 12, 2016. 

With the objective of realizing the 
cooperation under the TCA, 
“Action Plan (2015-2017)” on the 
implementation of the TCA with 
Azerbaijan was signed on April 28, 
2015. 

Moreover, “Action Plan (2016-
2018)” on the implementation of 
the TCA with Ukraine has been 
signed on May 13, 2016.     

Negotiations are currently 
continuing regarding the revision 
of the MRA with EFTA states. 

 
 

The policy action Status of Implementation  Impact of the policy 

10 Amendment of the Act on the 

Protection of Competition No: 4054 
 
 
 
 

In Progress 

The amendments have been finalized 
by the Turkish Competition Authority 
and are waiting for their turn to be 
discussed at the Grand National 
Assembly.  

The new amendments are 
designed to improve the speed of 
the investigations, enable the 
Turkish Competition Board to 
divert more resources to the most 
important cases and align the 
Turkish Competition Act with the 
EU legislation. 

 

 

Investment Commitments 
 

The policy action Status of Implementation  Impact of the policy 

11 Program to Upgrade the 

Transportation Sector  

 

In Progress 
An Action Plan (2014-2018) has 
been prepared and Logistics 
Coordination Council was 
established. The Plan aims to 
design a Port Authority Model and 
revise the Coastal Structures 
Master Plan to implement port 
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capacities in an effective manner 
in view of the rising foreign trade 
volume of Turkey.  

The National Transportation 
Master Plan (2015-2018) will 
facilitate the development of a 
sustainable, safe, secure, 
accessible, inclusive, fast and 
technologically innovative 
transport sector and transport 
infrastructure that will support 
competitive logistics. The Master 
Plan considers national and 
international transport 
development strategies and 
evaluates geo-strategic position of 
Turkey with respect to all 
subdivisions of transport sector in 
order to integrate Turkey to the 
international transport corridors. 

 

The policy action Status of Implementation  Impact of the policy 

12 Improving the Institutional 

Capacity for PPPs 
 In Progress 

The Tenth Development Plan aims 
to: 

- Improve institutional capacity on 
the public side to increase the 
quality of the PPP process as a 
whole”, 

- Adopt a framework law in order 
to compile the scattered PPP 
legislation,  

- Strengthen the coordination of 
PPP policies and practices”, and  

-Set up an effective monitoring 
and evaluation system”.  

Ministry of Development has been 
finalizing the preparation of the 
Draft PPP Strategy and a Draft 
PPP Framework Law. 

Besides there is a comprehensive 
PPP institutional capacity 
strengthening program 
coordinated by the Ministry of 
Development, which is also about 
to start via a technical assistance 
project in cooperation with the 
World Bank to strengthen the 
institutional capacity of the core 
PPP-related public institutions in 
terms of contingent liability, 
project documentation and project 
management cycles. 
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Annex 3. Major New Policy Actions Supporting Growth - Hamburg 

Summit 

The new or adjusted policy 
action: 

Increasing Efficiency of Publicly Supported Credit Guarantee 
System 

Objective(s) of policy 

 

Treasury aims to support sustainable economic growth and increase 
employment through addressing financing problems of SMEs and larger 
firms from important sectors, which are not able to provide financing due to 
insufficient collateral. 

Implementation path and 
expected date of 
implementation 

A new Decree of Council of Ministers has been published in official gazette 
dated 22.11.2016.This Decree has defined a new credit guarantee 
mechanism named Portfolio Guarantee System that enables Credit 
Guarantee Fund (KGF) to access more firms and to perform more 
efficiently. Portfolio guarantee system allows creditors to assess credit 
guarantee requests without permission of KGF providing that limits defined 
by related regulations have been met. Also, maximum limit for risk balance 
of the credit guarantees extended by KGF has been increased to 250 billion 
TL by law dated 18/01/2017 from 20 billion TL. 

What indicator(s) will be used 
to measure progress? 

After regulations regarding portfolio guarantee system has come in to force 
in November 2016, number of firms provided with credit guarantee and 
amount of credit guarantee extended has risen sharply. Before the 
new regulation (from 2009 to November 2016), risk balance of the credit 
guarantees extended by KGF under the counter guarantee of Turkish 
Treasury was approximately 4 billion TL. Under the new credit guarantee 
mechanism, which is largely based on the portfolio guarantee system, 
disbursements from the credit guarantees has surpassed to approximately 
100 billion TL within a short period of 5 months. Similarly, before the 
new regulation only 11.000 firms benefited from the credit guarantee 
mechanism. However, under the new credit guarantee mechanism 98.000 
firms benefited from the program within a short period of 5 months. 

Explanation of additionality or 
adjustment (where relevant) 

Maximum limit for the risk balance of the credit guarantees extended by 
KGF has been increased and process for providing guarantees has been 
improved through new Portfolio Guarantee mechanism that enables KGF to 

access more firms and to perform more efficiently. 

 

The new or adjusted policy 
action: 

Capital Market Reforms and Policies For Sustainable Investment 
Ecosystem 

Objective(s) of policy 

1 – Real Estate Certificates regulations are revised in order both for 
contractors to raise funds to be used in their undertaken projects and for 
investors to benefit from these projects under a new form of capital market 
instrument. 

2 – Equity-based crowdfunding as an alternative financial instrument for 
early-stage entrepreneurs will be adopted for early-stage innovation-driven 
enterprises and start-ups to access financing needs. 

Implementation path and 
expected date of 

1 – Amendments regarding Communiqué on Real Estate Certificates were 
issued in the Official Gazette on 07.03.2017. 

2 – Capital Market Law needs to be amended in order to implement sub-
regulations of crowd funding. Therefore, draft regulations on crowd funding 
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implementation are still in progress and shall only be finalised after amendment take place. 
Due to legislative process the expected date of implementation cannot be 
overseen. 

What indicator(s) will be used 
to measure progress? 

1 – The first public offering of real estate certificates was issued after the 
amendments. This issuance can be seen as a benchmark for evolution of the 
further issuances by corporate sector. 

2 – Establishment of crowd funding platforms, funds raised through these 
platforms, market size and newly adopted regulations. 

Explanation of additionality or 
adjustment (where relevant) 

In order to further improve the sustainability of the investment ecosystem, 
in addition to these steps, we will work on a new regulation on 
microfinance. Currently, microfinance regulation in Turkey is piecemeal 
Once enacted; the new regulation is expected to strengthen the legal 
infrastructure. 

 

The new or adjusted policy 
action: 

Increasing employment of groups requiring special policies  

Objective(s) of policy 

 
1-Fighting with informal employment by increasing the labour force 
participation and employment rates of women, 
2-Reducing youth unemployment. 
3-Increasing the labour force participation and employment rates of disabled 
people.  
4-Accelerating of the long-term unemployed back to work. 
5-Developing new arrangements for fighting against discrimination. 

Implementation path and 
expected date of 
implementation 

 

For each objective, the responsible and partner institutions as well as the 

social partners have been determined and the implementation period has 

been determined as 2014-2023.  

What indicator(s) will be used 
to measure progress? 

1 – Increasing the rate of participation of women in labour market to 41% 

until 2023. Informal employment rate of women will be decreased from 54.2% 

(2012) to 30% in 2023. 

 
2- The youth unemployment rate will be approximated to the general 
unemployment rate. 
 
3- General and vocational training, vocational rehabilitation and job and 
vocational counseling services will be developed so as to increase the labour 
force participation and employability of the disabled people. The physical 
environment of the workplaces will be arranged according to the disabled 
persons and sanctions will be imposed on the public institutions / 
organizations that fail to fulfill the obligation to employ disabled and civil 
servants. (Continuous) 
 
4- Long-term unemployment rate which was 24,9 in 2012 will be decreased to 
15% until 2023. 

 
5- Awareness-raising activities will be conducted on anti-discrimination and 
cultural obstacles against women's employment through TV spots, in-service 
trainings and non-formal education. 

Explanation of additionality 
or adjustment (where 
relevant) 

Developed on four basic policy axes for seven sectors towards growth or high 

employment flexibility of growth, the National Employment Strategy of 

Turkey covering the period of 2014-2023, comprising of 40 concrete goals, 57 
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 policies and 201 measures, and as three-year action plans will be put into 

practice.  

An Action Plan has been prepared covering the period of 2014-2016 in order 

to regularly monitor concrete measures for realizing the envisaged policies. 

One of the policy axes is “Increasing employment of groups requiring special 

policies” and there are  

The Regulation on "Partial Time Working After Maternity Leave or Unpaid 

Leave" was published in the Official Gazette with No.29882 and dated 

08.11.2016.  In this way, in order to prevent women from disengaging from 

labour market, flexible type of working methods have been put into practice. 

 

New Commitment 
New regulation on real estate and venture capital-private equity 
investments portfolio management company 

Implementation path and 
expected date of 
implementation 

 fully implemented 

What indicator(s) will be used 
to measure progress?  

Explanation of additionality 
or adjustment (where 
relevant) 

This new type of portfolio management company was defined by regulation in 

January 2017, upon the feedback received from the industry. This company type 

is specialized on establishing and managing real estate and venture capital 

investment funds. By the launch of the new company type, number of the real 

estate and venture capital investment funds and amount of assets under 

management are expected to increase respectively. 
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Annex 4. Past commitment – St. Petersburg fiscal commitment 

Please update the tables as follows: 
 
Medium-term projections, and change since last submission (required for all members): 
 Estimate Projections

1 

 
2014-15* 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 

Gross Debt 28.6 27.5 28.3 31.9 31.0 29.9  

ppt change*** 

(from 2016)   
-4.9 -5.4 -3.4 1.4 1.5   

Net Debt**        

ppt change 

from 2016   
       

Deficit 0.5 0.1 1.9 1.7 1.6 1.0  

ppt change 

from 2016   
-0.1 0.1 1.2 1.0 1.2   

Primary Balance 2.0 2.2 0.6 0.8 0.8 1.6  

ppt change 

from 2016   
-0.3 -0.6 1.3 1.0 1.2   

CAPB 1.5 1.1 -0,7 -0,2 0.3 1.1  

ppt change 

from 2016   
0.5 -0.6 -2.5 -2.3    

 
* Figures can be presented on a fiscal year basis, should they be unavailable for the calendar year. 
** Please explain how net debt is measured in your economy. 
1 In Turkey, Statistical Authority (TURKSTAT) completed the revision work on National Accounts in accordance with the 
European Union Regulations (ESA 2010) and released a series consisted with new methodology on December 2016.  On the table, 
historical figures (2014-2016 for gross debt, 2014-2015 for deficit and primary balance) are calculated with this new series while 
projections are still reflect MTP forecast which is based on old series. Likewise, cyclically adjusted figures are all calculated based 
on old series. 
*** ppt change with respect to Hangzhou numbers 
 

 
  



Final:  June 23, 2017 

Page 35 
 

2017 Final Growth Strategy  – TURKEY 

The debt-to-GDP ratio and deficit projections are contingent on the following assumptions 
for growth:  

 Estimate Projections 

 

2014-15* 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 

Real GDP 
growth 

5.17 6.06 4.40 5.00 5.00 N/A N/A 

ppt change 
     N/A N/A 

Nominal GDP 
growth 

12.97 14.33 11.92 11.72 11.20 N/A N/A 

ppt change 
     N/A N/A 

 
       

 
       

 
       

 
       

* Figures can be presented on a fiscal year basis, should they be unavailable for the calendar year. 
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