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1. Introduction
1.1. Objectives and rationale of the study
The global objective of this study is to contribute to the effective and efficient design of Financial Instruments
(FIs) for the 2014-2020 programming period in Turkey. The scope of this study is to provide the Delegation
of the European Union (EU) to Turkey with an evidence-based analysis and related guidance to support the
effective and efficient design of Financial Instruments for the 2014-2020 Instrument for Pre-Accession
Assistance (IPA) II programming period in the field of the Competitiveness and Innovation and Education,
Employment and Social Polices.
This report provides evidence for the design and implementation of FIs during the period of 2014—2020 for
IPA II, contributing to the achievement of the Competitiveness and Innovation Sector Operational
Programme (CISOP) and the Employment, Education and Social Policies Sector Operational Programme
(EESP OP).
The final beneficiaries of this study are the Directorate General for European Union and Foreign Affairs of
the Ministry of Science, Industry and Technology (MoSIT) – and the EU Coordination Department of the
Ministry of Labour and Social Security’s (MLSS) acting as the IPA Operating Structures (OS) for Turkey.
The specific objective of this study is to carry out an ex-ante assessment for the design of Financial
Instruments to assess their rationale against prevalent market failure or suboptimal investment and their
possible contribution to the achievement of the CISOP and EESP OP objectives. This study may contribute to
avoid overlaps and inconsistencies between financial instruments implemented at different levels and OPs.
This study was performed by carrying out the following tasks and sub-tasks:
•

Task 1: General considerations and identification of financing gaps in two investment areas:
-

Competitiveness and Innovation;

-

Employment, Education and Social Policies;

•

Task 2: Design of a proposed investment strategy and an assessment of the budgets in relation to the
needs of potential Financial Instruments;

•

Task 3: Provide an action plan for the 2014-2020 IPA II programming period, identifying the need for
Technical Assistance for the implementation of Financial Instruments.

•

Task 4: Draw conclusions.

1.2. Structure of the study
This report conveys the objectives and rationale of the study along with current findings. The structure of the
report is outlined below:
•

Chapter 1 provides an outline of the study, describing its objectives, rationale and its structure;

•

Chapter 2 presents the methodological approach used to develop the study, including the rationale
behind the used methodology as well as the description of different tools that were used to gather data
and information;

•

Chapter 3 introduces the policy framework relevant for the use of FIs in the 2014—2020 programming
period in Turkey under IPA II, including identifying the nature of investments most suitable to be
supported by FIs;

•

Chapter 4 describes the economic context in Turkey, before determining the existence of market failures
and suboptimal investment situations;

•

Chapter 5 provides an analysis of the supply of financing available across the two investment areas;
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•

Chapter 6 describes the existing FIs in Turkey as well as the main lessons learnt from the programming
period 2007—2013;

•

Chapter 7 presents Building Block 1, on the ex-ante assessment, including the assessment of the demand
side, the analysis of market gaps, the value added, the additional resources to be raised and lessons
learnt;

•

Chapter 8 presents Building Block 2, on the proposed FIs, its delivery and options for management.
Successively the potential State aid implications of any envisaged FIs are described. This description is
followed by an analysis of different governance structures (e.g. Fund-of-Funds, direct management) and
the pros and cons for the envisaged FIs. This section outlines the role that technical assistance can play
alongside any implementation and how this technical assistance should be managed, completed by
provisions for the update and review of this ex-ante assessment; and

•

Chapter 9 presents the concluding remarks.

Appendixes complement the main chapters and provide detailed information and explanation for different
sections of the report.
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2. Methodology of the study
In this chapter the main methodological techniques are presented which are used throughout the study. The
study uses a variety of tools and techniques to gather information. The study also provides an analysis of
market failures to quantify, where possible, the market gaps, and propose a suitable investment strategy.

2.1. Rationale behind the methodology
In April 2014, the European Commission (EC) issued ex-ante methodological guidelines1 that provide a
template for the preparation of such studies within the EU. While not specifically required under IPA II, the
present report follows its methodology, which is proven successful in EU Member States. To achieve the
expected results, the methodology is used as a road map and is adapted to the Turkish context taking into
account its market conditions and the existing experience with FIs in Turkey.
Article 37 (2) of the Common Provision Regulation (CPR) articulates the required content of an exante assessment around seven main groups, namely:
a) Analysis of market failures or suboptimal investment situations and the estimated level and scope
of public investment needs;
b) Assessment of the value added of the FI, consistency with other forms of public intervention in the
same market and possible State aid implications;
c) Estimate of additional public and private resources to be potentially raised by the FI, including
assessment of preferential remuneration when needed;
d) Identification of lessons learnt from similar instruments and ex-ante assessments carried out in the
past;
e) Proposed investment strategy, including an assessment of its possible combination with grant
support, options for implementation arrangements, financial products and target groups;
f) Specification of expected results including measurement of indicators;
g) Provisions allowing the ex-ante assessment to be reviewed and updated.
During the research conducted, it became clear that the collection of information was not always evident. The
banking sector, which is the main source of financial supply, was not able to provide all the necessary
information due to limitations in its statistical data collection. On the demand side limitation of data
collection result from the limited experience with FIs and the limited pipeline of investment projects in
Turkey. Data limitations on both the supply and demand side required applying different methodologies for
the quantification of both financial supply and demand.
Based on an analysis of the financial supply and demand, this study provides an indication of the financial
market failures along with an indication of sub-investment situations. These financial market failures are
used to identify the need for the extension of existing FIs and the need for new ones.

2.2. Tools used to gather data and information
Different tools were used to gather the information needed, including literature review and stakeholder
interviews.

1

European Commission, 2014: “Ex-ante assessment methodology for the use of financial instruments”.
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Literature review & desk research
The literature review aimed to gather most of the existing information on the current situation of public
initiatives in Turkey in addition to information and studies from other EU member states to identify and
analyse:
•

Existing indicators and information on public initiatives (on both the demand and supply sides) in
Turkey;

•

Information on the economic and political environment of Turkey;

•

Insights on the successes, failures and lessons to be learned about the current use of FIs;

•

Insights on the policy priorities of the Operational Programmes for the next programming period 20142020.

The literature review enabled the sourcing of qualitative and quantitative indicators that were used to analyse
the context and situation of financing public initiatives in Turkey.

Stakeholder interviews
In order to complement the data collection and the literature review, interviews with stakeholders involved in
public initiatives, financing and investments were carried out. When selecting the relevant stakeholders,
different groups were defined to cover the scope of preparing and financing public projects in Turkey. Three
groups of stakeholders were identified:
•

Supply side representatives;

•

Demand side representatives; and

•

Government officials.

A detailed list with all stakeholders interviewed can be found in Appendix D.

2.3. Data analysis
The data and information collection is based on the principles of triangulation, which ensures that all
findings presented in the report are supported, to the extent possible, by evidence from three data sources.
These data sources are statistical sources, literature reviews and interviews with stakeholders and the
information obtained was compared to identify trends or contradictions in the findings.
Drawing from the good practice Ex-ante assessment methodology published by the EC (2014), the analysis of
this study is conducted on an iterative basis across two building blocks, which aim to facilitate the
development of a robust ex-ante assessment:
•

Building Block 1: Market assessment; and

•

Building Block 2: Delivery and management.
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Figure 1: The two building blocks of the ex-ante assessment
Building block 1: Market assessment
Market failure,
suboptimal investment
situations and
investment needs

Market conditions
can change and may
need to be revised
during the ex-ante
assessment and
during the
implementation of
the FI.

Additional
resources to
be potentially
raised

Value
added

State aid implications
refer to other
components including
market failure,
suboptimal investment
situation, investment
need, mechanism of
preferential
remuneration.

Lessons
learnt

The capacity to attract
additional resources
is part of the value
added of a FI.

Lessons learned can be
drawn from different
types of experiences and
can therefore refer to
both market assessment
and delivery and
management.

Building block 2: Delivery and management

Proposed
investment
strategy

Proposed investment
strategy has to be consistent
with the results of the
market assessment and
value added assessment.
This will have already
narrowed the options for
the envisaged FI.

Expected
results

Expected results are
directly linked to the
investment needs
identified in the market
assessment and to the
proposed investment
strategy

Provisions for
the update
and review

The context may evolve during
the implementation of the FI.
These changes can affect all
components of the ex-ante
assessment.

Source: Ex-ante assessment methodology for FIs in 2014-2020 - General Methodology (Volume I).

Besides the general methodology (Volume I), specific guidelines for the investment areas are covered by
•

Manual (Ex-ante assessment guidance, Vol. II - Strengthening research, technological development and
innovation); and

•

Manual (Ex-ante assessment guidance, Vol. III - Enhancing competitiveness of SME).
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3. Policy overview of the two
investment areas over the 20142020 programming period in
Turkey
Since the implementation of a FI must comply with various EU guiding papers like the IPA II Regulations,
the Common Implementing Regulation for External Action, the EU Financial Regulation and shall pursue the
national policy objectives, several documents were analysed to conclude in which investment areas, and for
which Actions, there is potential for the implementation of FIs.

The EU Regulation No 236/2014 on the common rules and procedures for the implementation of the Union’s
instruments for financing external action, including IPA II instrument stipulates that these rules and
procedures “should be consistent with the financial rules applicable to the general budget of the Union laid
down in the Financial Regulation (EU, Euratom) No 966/2012 of the European Parliament and of the
Council2, including the corresponding rules3 adopted by the EC for implementing that Regulation”.
Therefore, on the one hand the analysis conducted in this study supports on Article 140(2) of the Financial
Regulation No 966/2012 and its and corresponding Articles 223-224 of the Commission Delegated
Regulation No 1268/2012 which specify the principles and conditions applicable to financial instruments.
For several elements specified in the Financial Regulation there is a cross-reference in the Article 37 of the
Common Provision Regulation (CPR - Regulation No 1303/2013), as shown in the table below.
Table 1: Correspondence between the Regulation No 966/2012 and the CPR regarding the ex-ante
assessments
Financial Regulation No 966/2012

Cross-references

(a) addressing market failures or sub-optimal investment situations, which
have proven to be financially viable but do not give rise to sufficient funding
from market sources;

Article 37 (2a) of CPR

(b) additionality: financial instruments shall not be aimed at replacing those of
a Member State, private funding or another Union financial intervention;

Article 37 (2b,c) of CPR

(c) non-distortion of competition in the internal market and consistency with
State aid rules;

Article 37 (2b) of CPR

2

3

Regulation (EU, Euratom) No 966/2012 of the European Parliament and of the Council of 25 October 2012 on the
financial rules applicable to the general budget of the Union and repealing Council Regulation (EC, Euratom)
No 1605/2002.
Commission Delegated Regulation (EU) No 1268/2012 of 29 October 2012 on the rules of application of Regulation
(EU, Euratom) No 966/2012 of the European Parliament and of the Council of 25 October 2012 on the financial rules
applicable to the general budget of the Union.
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Financial Regulation No 966/2012

Cross-references

(d) leverage effect: the Union contribution to a financial instrument shall aim
at mobilising a global investment exceeding the size of the Union contribution
according to the indicators defined in advance;

Article
223
of
the
Commission
Delegated
Regulation No 1268/2012;
Article 37 (2c) of CPR

(e) alignment of interest: when implementing financial instruments, the
Commission shall ensure that there is a common interest in achieving the
policy objectives defined for a financial instrument, possibly fostered by
provisions such as co-investment, risk-sharing requirements or financial
incentives, while preventing a conflict of interests with other activities of the
entrusted entity;

Article 37 (2b,c) of CPR

(f) financial instruments shall be established on the basis of on an ex ante
evaluation, including an evaluation of the possible re-use of additional
resources referred to in point (f) of paragraph 8.

Article
224
of
the
Commission
Delegated
Regulation No 1268/2012;
Article 37 of CPR

In addition, the elements specified below analysed throughout this study do not have a regulatory basis in the
Financial Regulation:
•

An assessment of lessons learnt;

•

The proposed investment strategy;

•

A specification of expected results and how the FI is expected to contribute to the achievement;

•

Provisions allowing for the ex-ante assessment to be reviewed and updated.

Therefore, while the study follows the stipulations in the Financial Regulation and its corresponding
Delegated Regulation, in addition the CPR was used as a best practice guideline for detailed approach on the
present ex-ante assessment.
The four following sub-sections distil the contents extracted with regard to the overall policy context and the
two investment areas. Thereafter, the overall envelope of resources available for deployment via FIs in
relation to these investment areas is outlined, along with options for Technical Assistance (TA) resources to
support FI implementation in Turkey.

3.1. Policy context
EU financial assistance towards Turkey is provided under the IPA supporting the country in moving towards
EU membership. During the first programming period of IPA I covering the years 2007-2013, five multiannual programmes were designed and implemented by the relevant Operating Structure (OS). In this
respect, the MoSIT as the OS responsible for the Regional Competitiveness component, drafted and
implemented the Regional Competitiveness Operational Programme (RCOP). Overall, RCOP aimed to
contribute to preparing Turkey for the implementation and management of the Community's Cohesion
Policy and thus to support Turkey in its preparation for EU membership as well as to increase the
competitiveness of Turkish economy to converge with the economy of the EU and to reduce regional socioeconomic disparities. The Human Resources Development Operational Programme (HRD OP) was designed
and implemented as another component of the IPA I by the Ministry of Labour and Social Security. The HRD
OP supported Turkey in the transition to a knowledge-based economy capable of sustainable economic
growth with more and better jobs and greater social cohesion through four main priorities, i.e. employment,
education, lifelong learning and social inclusion.
RCOP and HRD OP are currently under implementation and will be implemented until the end of 2017.
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At the same time, programming of assistance towards candidate and potential candidate countries has been
launched for the second phase of IPA covering the period from 2014 to 2020. Drawing from lessons learned
from IPA I and previous EU pre-accession support programmes, the EC has adopted a sector approach for
the period 2014-2020 which aims to strengthen the intervention logic, ownership and impact of IPA by
focussing assistance on the achievement of national sector policy objectives and results which are relevant for
accession. This solid legal and operational framework contains clear and simplified rules concerning key
implementation issues such as the financial management of EU contributions or the combination of financial
instruments with grants. Subject to feasibility, financial instruments can be applied to the full bandwidth of
policy objectives, in order to support investments in projects that demonstrate appropriate repayment
capacity but are in situations of market imperfections.
The main phases in IPA II programming are the strategic planning and programming, the preparation of
programmes and implementation and the monitoring of sector support 4. Within the framework of the first
phase, the Country Strategy Paper (CSP), which sets out country specific priorities under the different policy
areas and sectors, was elaborated by the EC in partnership with Turkey 5. Exclusive of the allocation for
Cross-border Cooperation, EU allocations for IPA 2014-2020 amount to EUR 4,453.9 million.
Table 2: Overview of EU allocations for IPA 2014 - 2020
Turkey
a. Reforms in preparation for Union
membership

2014

2015

2016

2017

Total 20182020

Total 20142020

355.1

196.6

240.3

137.2

652.2

1,581.4

Democracy and governance

540.2

416.3

956.5

Rule of law and fundamental rights

388.9

236.0

624.9

595.3

1,525.3

b. Socio-economic and Regional
development

155.8

265.8

247.0

261.4

Environment and climate action

297.1

347.5

644.6

Transport

386.0

56.8

442.8

Energy

59.0

34.4

93.5

187.8

156.6

344.4

199.9

435.0

199.9

435.0

1,940.0

4,453.9

Competitiveness and innovation
c. Employment, social policies, education,
promotion of gender equality, and human
resources development

37.4

62.9

72.0

100.9

Education, employment and social policies
d. Agriculture and rural development

68.9

235.1

Agriculture and rural development
TOTAL

65.9

77.0

158.1

630.8

636.4

408.0
620.4

626.4

Source: European Commission, IPA 2014 - 2020.

The present study relates to the Competitiveness and Innovation sector as well as the Education,
Employment and Social Policies sector, within the strategic planning and programming phase.
Judgement of whether a sector is ready to adopt a sector approach is based on following five key criteria:
(1) Well defined national sector policies /strategies;
(2) Institutional setting, leadership and capacity for implementation of the sector strategy;
(3) Sector and donor coordination;
(4) Mid-term budgetary perspectives for sector policy implementation based on sector budget analysis and sector
allocations in Mid-Term Expenditure Frameworks (MTEFs);
(5) Monitoring of sector policy implementation and in particular the development of Performance Assessment
Frameworks.
5
The nine sectors, which are planned to be supported under IPA II, are Democracy and Governance, Rule of Law and
Fundamental Rights, Environment, Transport, Energy, Competitiveness and Innovation, Education, Employment
and Social Policies, Agriculture and Rural Development, and Territorial Cooperation.
4

Carrying out a gap analysis for the design of Financial Instruments in Turkey
PwC

21 December 2015
8

Final Report
Private and confidential

The government strategy regarding economic development is detailed in its 10 th National Development Plan
2014 – 2018 (NPD10) prepared under the responsibility of the Ministry of Development, detailed into 25
sub-action plans and an array of further documents which guide the planned economic development.
These sub-action plans include:
•

The National Action Plan for EU Accession, Phase 1 November 2014 – June 2015 prepared by the
Ministry of EU Affairs which details the present situation as well as the way forward. It is duly noted that
Chapter 20 and 25 are fully relevant to the objectives of this study:
-

Under Chapter 20: Enterprise and Industrial Policy, legislative change allows the participation of
Turkey in the EU programme for Competitiveness of Enterprises and SMEs (COSME) under
guidance of KOSGEB.

-

Under Chapter 25: Science and Research, provisionally closed: The way forward states, as for Chapter
20, the establishment of an institutional and administrative basis for the monitoring and evaluation
of the participation in Horizon 2020, under guidance of TÜBİTAK.

•

The National Science, Technology and Innovation Strategy 2011- 2016 (UBTYS);

•

The National Strategy for Regional Development (BGUS);

•

The SME Strategy and Action plan (KSEP);

•

The SME Technical Committee Action Plan (YOIKK);

•

Turkey National Employment strategy;

•

The National Cluster Programme by MoSIT;

•

The Turkish Industrial Strategy Document (2015 – 2018) and sectoral strategies by MoSIT.

3.2. Competitiveness and Innovation Sector Operational
Programme
Based on the above documents, MoSIT has prepared the CISOP, as a follow up of the RCOP prepared under
IPA I. The overall objective of the IPA sector support, as articulated in the Country Strategy Paper, is “to
improve the business environment and strengthening research, technologic development and innovation”.
The IPA sector support has four expected results:
•

Improved functioning of the business sector, especially for SMEs and entrepreneurs;

•

Improved access to finance for SMEs;

•

Increased clustering, networking and SME internationalization; and

•

Increased quality and quantity of public and private research and innovation in support of economic
development.

To achieve the above, CISOP identifies a number of eligible support activities, classified in Activity chapters,
most of them to be supported by grants. Activities can be also supported by FIs, while a number of the other
activities can be associated to the potential Financial Instruments and supported by accompanying grant TA.
The three Activity chapters are:
1. Private Sector Development (PSD)
Action 1 aims at improving the total factor productivity of the national economy with a specific emphasis on
transforming the manufacturing industry and increasing its competitiveness. It targets the manufacturing
value chains that encompass “traded” sectors. The NDP10 places a very strong emphasis on the need for
transforming the manufacturing industry, and highlights that the value added-to-production ratio was
around 19% in 2010. The NDP10 further states that although labour productivity has increased between 2007
and 2013, the productivity gap between the large-scale enterprises and SMEs has widened.
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Over the last years the composition of economic activities in Turkey has changed in favour of services, with
more resources dedicated to “untraded” sectors rather than “traded” sectors. This trend places a significant
burden on Turkey’s medium- and long-term growth prospects, as indicated in the NDP10. Accordingly; this
Action targets in detail:
•

Transformation of the manufacturing industry through increasing the competitiveness of manufacturing
value chains in Turkey, and by facilitating and strengthening integration of SMEs into value chains
through establishment and operationalization of common-use structures/facilities.

•

Increasing the value added created in service sectors (including the creative industries), by improving the
productive infrastructure for such sectors, establishing and operationalising common-use facilities, and
improving the integration of service sectors with the manufacturing industry.

•

Boosting entrepreneurship through facilitating the establishment or improvement of capacities and
capabilities of existing incubators and accelerators.

•

Increasing entrepreneurs’ (start-ups’) and SMEs’ access to financial resources, by expanding use of the
financial instruments, based on equity partnership models, and facilitating access to specialised loan
programmes.

•

To support SMEs in meeting business opportunities that the transition to a green economy offers.

2. Science, Technology and Innovation (STI)
The aim of Action 2 is to improve the functionality of the national innovation ecosystem by boosting industry
engagement in SII through public private partnerships (including but not limited to university-industry
collaboration) and improving SMEs’ innovation management capacity. The STI Action is composed of two
activities which target industry-driven R&D and innovation. The first activity concentrates on the early stages
of the innovation cycle, which culminates in development of product prototypes; and the second one focusing
on the close-to-market stages of the innovation cycle with a specific emphasis on technology transfer and
commercialisation. The specific objectives of the STI Action are:
•

Enhancement of the functionality of the existing public and private research infrastructure in Turkey;
and an increase in the number and improvement of university-industry collaboration;

•

Increasing awareness on social innovation and strengthening the social innovation support skills and
capabilities;

•

Acceleration of commercialisation of innovative products, by bridging the financing gap between
innovative ideas and equity investors;

•

Improvement of the functionality of the structures/facilities that incubate innovative start-ups and
SMEs;

•

Expansion of the equity financing mechanisms and enhancement of start-ups’ and SMEs’ access to such
mechanisms;

•

To promote the development and market uptake of innovative green products, processes and services.

3. Capacity Building
The main aim of the Action on Capacity Building is twofold: first, to support the successful implementation
of the CISOP in line with the programme objectives and the IPA II legislation and secondly to increase the
institutional capacity for the proper implementation of the relevant Acquis and for the adoption of a fullyfledged sector approach.
As indicated in the sector analysis, the regulatory framework in Turkey has substantially improved over the
last decade with the facilitation of permanent inter-ministerial mechanisms such as the Coordination Council
for the Improvement of Investment Environment. However there is room of improvement in several areas,
such as enforcement of contracts, insolvency regulations etc. A particular area of concern is the
administrative burden on small-scale enterprises. Improvements in these areas may ease doing business in
Turkey not only for national, but also for international companies.
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As per the operational programmes, the following final beneficiaries are eligible for FIs under Activity 1.1, 1.2
and 2.2:
•

SMEs;

•

Manufacturing SMEs;

•

Innovative SMEs;

•

Creative SMEs;

•

High-tech companies and early stage start-ups (commercialisation of R&D).

The OP does not allocate funds particularly to FIs. An indication for the planned use of FI can only be
estimated by comparing to the last programming period: under IPA I EUR 565 million was available of which
FIs had a share of 20%. With regard to the available total amount of EUR 400 million under IPA II planned
for CISOP, FI would probably touch EUR 80 million. Additionally, and as is shown below, revolving funds
from IPA I might also fall into the second programming period.
While IPA I funds had been used to build up a portfolio and experience, FIs were programmed in a general
way. Now, under IPA II, the ministry plans for more specialised FIs to close markets gaps and address
market failures which are not or cannot be closed or resolved by market forces.
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Table 3: Actions and Specific Objectives of the Operational Programme for competitiveness and innovation
Total
funding

EU
support
(IPA II)

National
contribution

A 1.1 - Manufacturing
Industry

63

53.5

9.4

SO 1: Enhancement of the global, international and/or regional competitiveness of the value chains,•
depending on the spatial classification of the province in which the interventions will be
implemented.
SO 2: Strengthening SMEs’ integration into manufacturing value chains.
SO 3: Enhancement of SMEs’ access to specialised loan packages that promote sustainable
production.
SO 4: Expansion of the equity financing mechanisms and enhancement of start-ups’ and SMEs’
access to such mechanisms.
SO 5: Improving resource efficiency of SMEs, supporting green entrepreneurship and facilitating
market access for green SMEs.

yes

A 1.2 - Services & Creative
Industries

21

17.8

3.1

SO 1: Facilitating transformation to higher value added service sector with a view to enhance
competitiveness of the “tradable” sectors.
SO 2: Enhancement of competitiveness of the tourism sector and increasing diversity of the tourism
activities, through strengthening the national/regional capacity for destination management as well
as promoting sustainable tourism.
SO 3: Increasing competitiveness and enhancing contribution of the creative industries into the
national economy by strengthening creative industries’ linkages with the tourism sector and the
manufacturing industry.

yes

A 2.1 - Research and
Development

17.8

15.1

2.7

SO 1: Enhancement of the functionality of the existing or developing, public and private research
infrastructure in Turkey.
SO 2: Improvement of university-industry collaboration;
SO 3: Increasing awareness on social innovation and strengthening the social innovation support
skills and capabilities.

A 2.2 - Technology
Transfer and
Commercialisation

35.6

30.3

5.3

SO 1: Support the establishment and operationalization of innovative start-ups/entrepreneurs in the
country.
SO 2: Acceleration of commercialisation of innovative products.
SO 3: Bridging the financing gap between the innovative ideas and equity investors.

A 3.1 - Technical
Assistance for System
Operators and Publicity of
the CISOP

9.9

8.4

1.5

Actions
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Actions
A 3.2 - Acquis and Sector
Approach related
Institution Building
Activities
Total

Total
funding

EU
support
(IPA II)

National
contribution

5.3

4.5

0.8

152.7

129.8

22.9

Specific Objectives

Planned
use of
FIs

Source: Operational Programmes for Turkey, 2014.
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3.3. Operational Programme Education, Employment,
and Social Policies
The MLSS has prepared the EESP OP to guide the cooperation with EU under the IPA II relative to the
Education, Employment and Social Policies sector.
The EESP OP strategy is expressed as follows in its Programme, making ample reference to the various policy
documents of the concerned institutions:
“In terms of employment policies, decreasing unemployment, increasing employment and labour force
participation are the highlight issues with a special focus on youth and women employment rates,
entrepreneurship and flexibility in the labour market. Improvements in the number of students per
classroom, increase in enrolment rates and participation on tertiary education are the main targets of the
education policy. Regarding social policies, DP10 identifies quantifiable and qualitative targets which aim
to ameliorate the involvement of the persons at risk of poverty and social exclusion, to improve the income
inequality and to decrease the rate of poverty”.
The EESP OP proposed eligible activities are in line with the stated objectives and follow a traditional grant
support approach.
1. Employment
The Employment activity aims at combatting precarious work (especially for women, young and
disadvantaged persons) and enhancing decent work in Turkey. It is expected that by supporting the
enforcement of relevant legislation and the institutional capacity, creation of a culture of decent work in
Turkish labour market will be facilitated. As a complement to these efforts, multiplier/spill-over effect of
having more actors involved in the process will be ensured by supporting social partners such as public,
private and civil society organizations in coordinating their activities regarding the aim of decent work.
The goal is to improve employability of women, young and disadvantaged persons (including those hardestto-employ) by all relevant means, especially Active Labour Market Programmes (ALMPs), including training,
counselling and guidance, support to job creation and entrepreneurship programmes. These activities will be
supplemented by awareness-raising and communication campaigns.
2. Education and Training
The Education and Training activity aims at improving scope and quality of education services in general.
Vocational Education and Training (VET) and Life-Long Learning (LLL) will also be parts of this activity.
Better education of the young population via increasing the quality and scope will be the main aim in this
activity. Improvement of the policy-making capacities of the actors in the education system will be supported
to achieve the overall aim. Providing better skills which would help students when they will attend the labour
market is one of the important targets of this activity.
To this aim, TA, twinning agreements, grants, supply contracts, cooperation with international organisations
and development of financial engineering instruments are methods that may be used under this activity.
For financial engineering instruments a possible cooperation with IFI’s is foreseen as possible for supporting
the development of a business start-up model and support sustainability of young SME’s to boost
employment through entrepreneurship as well as developing special credit mechanisms and financial
instruments for specific target groups such a women, young and people in need of special policies.
3. Social Policies and Inclusion
The Social Policies and Inclusion activity is designed in a comprehensive manner by strengthening the
policy–making process and enhancing the service delivery accordingly. The policy-making and policy
implementation capacities of relevant actors will be supported through trainings, consultancy, learning about
best practices which may be implemented via technical assistance and twinning projects whereas the
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institutional capacities and participation of relevant partners, as well as the connection with the academia
may be supported via grants. These activities may be supplemented through supply contracts.
4. Technical Assistance for the Implementation of the OP
The OP furthermore includes TA to develop the capacity of the Operating Structure, sub-leading institutions
and beneficiaries to fulfil their functions related to the IPA and future EU Structural Funds implementation.
Based on the Activities that may be supported by the use of FIs, various target groups of stakeholders are
defined. These target groups can benefit from the policies developed that may use FIs for the 2014-2020
programming period.
•

Socially excluded people and people at risk of poverty willing to create a business, including:
-

People willing to start a business and be self-employed;

-

Young inactive or unemployed people up to 29 years old;

-

Women inactive or unemployed.

•

Micro-enterprises providing training to their employees:

•

People starting or developing a cooperative and/or a social enterprise.
-

•

Social entrepreneurs;

Young people willing to achieve higher education or study abroad.

In view of supporting the above listed target groups, various entities may benefit from the FIs to be
developed. These beneficiaries correspond to the legal entities that may benefit from the FIs in view of
supporting the identified target groups. These potential beneficiaries are:
•

Business creators;

•

People seeking support in order to improve their mobility and have access to employment;

•

Companies that are employing people and are seeking to improve the skills of their employees and adapt
to change;

•

Business owners that are looking to improve their skills and adapt to change

•

Vocational training centres; education and training organisation and institutions; and information and
professional guidance centres that provide counselling services and training on entrepreneurial,
managerial and business skills to the target groups identified and listed above;

•

Cooperatives, social companies and specialised enterprises;

•

Social-entrepreneurs.

Carrying out a gap analysis for the design of Financial Instruments in Turkey
PwC

21 December 2015
15

Final Report
Private and confidential

Table 4: Actions and Specific Objectives of the Operational Programme for Education, Employment, and Social Policies 6
Actions

Total
funding

EU
support
(IPA II)

National
contribution

Planned
use of
FIs

Specific Objectives

A 1.1 - Promoting decent
work

SO 1: Improving working conditions.
SO 2: Enhancing social dialogue.
SO 3: Fighting child labour.

A 1.2 - Promoting
employment and
employability

SO 1: Improving employability of woman, young and disadvantages people.
SO 2: Supporting entrepreneurship programmes, creation of incentives and other forms of
assistance.

A 1.3 Supporting
employment policy-making
and implementation
processes for better service
provision

SO 1: Improving policy making, monitoring, evaluation on employment.
SO 2: Improving the quality, efficiency, coordination and diversity of public and private employment
services and enhance capacity of relevant actors including NGOs and municipalities.

A 2.1 - Improving the
quality of education and
training

SO 1: Improving the quality of education and training in terms of human resources, quality
assurance, physical environment, curricula/modules, etc.

A 2.2 - Increasing
educational attainment and
skill levels by providing
access to all

SO 1: Decreasing early school leaving/absenteeism and drop-outs with a view to increase educational
attainment.
SO 2: Increasing access of people with special needs to all levels of education.

A 2.3 - Strengthening the
vocational qualifications
system, LLL and
adaptability

SO 1: Developing/implementing Turkish Qualifications Framework, the National Qualifications
System and supporting LLL strategies/action plans.
SO 2: Increasing adaptability of employees, employers and enterprises.

A 3.1 - Capacity-building for
social inclusion

SO 1: Improving institutional capacity for social policy and inclusion in terms of policy making,
strategic planning, implementation, monitoring and evaluation.

A 3.2 - Facilitating access of
the disadvantaged persons
to social protection services
and labour market

SO 1: Promoting social inclusion and improving access for all to quality employment, education,
health and social protection services.

6

•

yes

yes

The EESP OP does not contain exact fund allocations for the Actions for the whole programming period.
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Actions

Total
funding

EU
support
(IPA II)

National
contribution

A 4 - Technical Assistance
for the Operating Structure

Planned
use of
FIs

Specific Objectives
SO 1: Developing the capacity of the Operating Structure, sub-leading institutions and beneficiaries
to fulfil their functions related to the IPA and future EU Structural Funds implementations.

Total
Source: Operational Programmes, 2014.
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3.4. Overview of the implementation, monitoring and
evaluation of Financial Instruments under IPA II
This study takes a closer look at the capacities of both Ministries with regard to implementation, monitoring
and evaluation of designed activities under IPA II. While this section presents the general requirements for
Monitoring and Evaluation (M&E) of FIs under IPA II for both OPs, Chapter 8 provides a closer look at the
Ministries capacities and gives recommendations.
Generally, both Ministries have set up a comprehensive framework for monitoring and evaluating their
activities which can be used to monitor the activities to be developed under IPA II. At the same time, an
experience deficiency with the specifities of FI might exist 7, as traditionally monitoring and evaluation efforts
are focused on grant support schemes.
With regard to monitoring, the EU regulations focus firstly on monitoring of the internal control, and
secondly on the monitoring of the implementation progress towards policy objectives. Both requirements are
briefly described below.
Article 140(12) in the Financial Regulation No 966/2012 sets the principles and conditions applicable to
financial instruments in terms of ensuring a harmonised management of FIs in the areas of accounting,
reporting, monitoring and financial risk management. As per Article 225 of the Commission Delegated
Regulation No 1268/2012, the monitoring system shall be put in place ensuring the Union’s funds are used in
accordance with Article 32(2) of the Financial Regulation No 966/2012 in terms of internal control of budget
implementation.
Therefore, as per Article 32(2), the objectives of the internal control are the following:
1.

Effectiveness, efficiency and economy of operations;

2. Reliability of reporting;
3. Safeguarding of assets and information;
4. Prevention, detection, correction and follow-up of fraud and irregularities; and
5. Adequate management of the risks relating to the legality and regularity of the underlying transactions,
taking into account the multiannual character of programmes as well as the nature of the payments
concerned.
Also in accordance with Article 225 of the Commission Delegated Regulation No 1268/2012, the monitoring
system shall be used so as to assess the progress of the implementation towards achieving the policy
objectives reflected in the relevant output and result indicators established pursuant to the ex-ante
assessment. In addition, it will be used to analyse compliance with defined requirements pursuant to Article
140(2) of the Financial Regulation No 966/2012 in terms of the FI: addressing market failures and suboptimal investment situations, additionallity, non-distortion of completion, leverage effect, alignment of
interest and re-use of additional resources.
The above-mentioned monitoring system will provide a basis for the Commission’s reporting required under
Article 38(5) of the Financial Regulation No 966/2012 in terms of:
1.

The aggregate budgetary commitments and payments from the budget for each financial instrument;

2. Revenues and repayments under Article 140(6), and accrual for additional resources for the financial
year;
3. The total amount of provisions for risks and liabilities, as well as any information on the financial risk
exposure of the Union;
4. Impairments of assets of equity or risk-sharing instruments, and called guarantees for guarantee
instruments, both for the preceding year and the respective accumulated figures;
7

Based on the findings of this study and in agreement with the related Ministries, training sessions on evaluating the
potential FIs will be undertaken.
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5. The average duration between the budgetary commitment to the financial instruments and the legal
commitments for individual projects in the form of equity or debt, where their duration exceeds three
years. The Commission shall, in the report provided for under Article 140(8), explain the reasons and
provide, where appropriate, an action plan for the reduction of the duration in the framework of the
annual discharge procedure; and
6. The administrative expenditure arising from management fees and other financial and operating charges
paid for the management of financial instruments, where that management has been entrusted to third
parties, in total and per managing party and per financial instrument managed.
And under Article 140(8) of the Financial Regulation No 966/2012 in terms of:
1.

An identification of the financial instrument and the basic act;

2. A description of the financial instrument, implementation arrangements and the added value of the
Union contribution;
3. The financial institutions involved in implementation, including any issues relating to the application of
paragraph 5;
4. The aggregate budgetary commitments and payments from the budget for each financial instrument;
5. The performance of the financial instrument, including the investments realised;
6. An evaluation of the use of any amounts returned to the instrument as internal assigned revenue under
paragraph 6;
7. The balance on the fiduciary account;
8. Revenues and repayments under paragraph 6;
9. The value of equity investments, with respect to previous years;
10. The accumulated figures for impairments of assets of equity or risk-sharing instruments, and for called
guarantees for guarantee instruments;
11. The target leverage effect, and the achieved leverage effect; as well as
12. Its contribution to the achievement of the objectives of the programme concerned as measured by the
established indicators, including, where applicable, the geographical diversification.
Moreover, the Commission Delegated Regulation No 1268/2012 also stipulates how the monitoring is to be
built by the entrusted entities and financial intermediaries in case of indirect management of the FI, in
accordance with Article 225(3) and by the Commission in case of direct management, as per Article 225(4).
The exact tasks to be carried out by the Ministries depend on the final choice of financial instruments based
upon the FI identified in this study. The tasks to be undertaken by the Ministries also depend on the chosen
implementation scheme. These issues are elaborated in more detail in Building Block 2 while the two
paragraphs below summarise the existing experience in monitoring and evaluation of the two concerned
Ministries.

MoSIT general monitoring framework
For the industrial strategy, a monitoring and evaluation report has to be prepared every six months. The
Monitoring and Steering Committee cooperates with various dialog mechanisms in the private sector and
public sector. The issues subject to discussion between the public and private sector at the Monitoring and
Steering Committee are submitted to Economy Coordination Council by the MoSIT, and it will be ensured
that the decision making political authority is informed and actuated. Monitoring and implementation of
sectoral strategies (e.g. textile, machinery, electronics, automotive…) and action plans are also similar with
the monitoring of industrial strategy and action plan. In this context, under its auspices, MoSIT has
established Steering Committees in order to provide effective monitoring and implementation of these
strategies, which will hold meetings on a six monthly basis. Responsible institutions of actions provide
information and data six monthly basis to the secretariat of MoSIT. Within this scope, MoSIT prepares and
publishes implementation, monitoring and evaluation reports in order to submit Steering Committees.
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The National Science, Innovation and Technology Strategy 2011 – 2016 is governed by yearly prepared
annual action plans and achievements of actions are monitored throughout the year at a six monthly basis.
Within this context, responsible and relevant stakeholders of the actions provide information and data
regarding the progress of actions to the Scientific and Technological Research Council of TURKEY
(TÜBİTAK) as the secretariat of the Supreme Council for Science and Technology (BTYK). As the secretariat,
TÜBİTAK reports the progress of actions to the BTYK meetings within the scope of collected data from all
stakeholders. With the aim of monitoring and ensuring coordination of “SME Strategy and Action Plan
(KSEP)”, under its auspices, KOSGEB has established a Steering Committee in terms of management,
monitoring and evaluation of the strategy, and a Technical Committee for carrying out the technical studies.
Responsible institutions of actions and projects prepare Target Progress Reports and submit these reports to
KOSGEB every six months. In this scope KOSGEB consolidates Target Progress Reports and submit them to
the members of Steering Committee at the meetings which are organized semi-annually. When the need
arises, the Steering Committee can establish sub-monitoring committees or working groups.

MLSS general monitoring framework
The overall performance management monitoring is conducted by the Ministry of Development (MoD).
MOD conducts monitoring of investment programme and annual programme through the General
Directorate for Investments Programming, Monitoring and Evaluation (DG IPME) established in 2011. The
investment projects under the sector are monitored throughout this DG.
In terms of monitoring of EU funds, under the IPA structure, candidate countries are required to establish a
monitoring and evaluation mechanism similar to the Structural Instruments. In this framework, monitoring
and evaluation units were established under OS. Besides that, monitoring committees for OPs under IPA
Component 3 and 4 were set up within one month after the approval of OP in November 2007. When
evaluating the impacts of EU funds, monitoring and evaluation units under OS are responsible for dealing
with all forms of evaluation of OPs including ex-ante, midterm and ex-post. Capacities of these units have
been enhanced through TA and training programmes.
The common factors characteristic for most of the retained indicators identified in EESP OP are:
•

Indicators pertaining to financial instruments are missing, which is only natural since Financial
Instruments have only been used to a limited extend and have not been clearly identified, neither in
CISOP nor in EESP OP;

•

The proposed indicators are detailed, but are mostly output-oriented and not result and impact oriented.

In this study specific indicators - as requested by related EU regulations - are introduced linked to each
specific FI, such as leverage indicators, spill-over effect in the sectors, financial results for the involved
stakeholders and end-beneficiaries, economic indicators at the sector and end-beneficiary levels, social
indicators and when relevant, cross-cutting indicators related to governance, gender, environment and
climate change.
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4. Market environment
This chapter presents an overview of the economic context in Turkey. As recommended for an ex-ante
assessment for financial instruments, gathering data on macroeconomic indicators such as GDP growth and
exports & imports is an essential step before determining the existence of market failures and suboptimal
investment situations.
The Turkish economy is well advanced and can be considered as a functioning market economy. In the
reporting period, Turkey continued to face external and internal imbalances, calling for adjustments in
monetary and fiscal policies as well as an acceleration of comprehensive structural reforms. The large current
account deficit continued to contribute to the Turkish economy´s vulnerability to shifts in global monetary
conditions and risk sentiment. On the internal side, inflation continued to run at a relatively high rate, which
is problematic in terms of macro-economic stability, resource allocation and re-distributive effects. It again
exceeded the official target; nevertheless the central bank cut interest rates. Public debt has attained a
sustainable level, but the general government structural balance has been significantly negative. Structural
reforms need also to accelerate to improve the functioning of the markets for goods, services and labour.

4.1. Socio-Economic context
Economic growth in Turkey was briefly interrupted by the 2009 global recession due to the drop in
international demand and structural problems with international competitiveness. Turkey recovered quickly
but GDP growth slowed again in 2012 as a result of weak domestic demand and spill-overs from the
European debt crisis. Due to domestic political events and the civil war in Syria, Turkey’s financial markets
and the lira have been under great pressure. Consequently private and public consumption has decreased in
real terms, while the international price competitiveness of Turkish products and services is improving.
The figures recorded for Turkish SMEs are reflecting this backdrop. The exceptionally high rates of GDP
growth have been accompanied by a significant increase in employment and value added. Small firms, in
particular, have seen extraordinary growth. From 2009 to 2011, the number of companies in this sector
doubled, value added increased by 85 % and employment rose by 96 %. By contrast, the data for microenterprises suggest low productivity and weak development.
Table 5: SMEs in Turkey in 20138
Number of enterprises
Turkey
EU-28
Number
Proportion Proportion

Number of employees
Value added
Turkey
EU-28
Turkey
EU-28
Number
Proportion Proportion Billion (EUR) Proportion Proportion

Micro

2,326,148

97 .3%

92.4%

5,019,845

46.5%

29.1%

29

19.6%

21.6%

Small

42,641

1.8%

6.4%

1,327 ,07 7

12.3%

20.6%

19

12.7 %

18.2%

Medium-sized

18,132

0.8%

1.0%

1,830,242

16.9%

17 .2%

30

20.6%

18.3%

SMEs

2,386,921

99.9%

99.8%

8,17 7 ,164

7 5.7 %

66.9%

78

52.9%

58.1%

Large

3,506

0.1%

0.2%

2,626,7 90

24.3%

33.1%

69

47 .1%

41.9%

Total

2,390,427

100.0%

100.0%

10,803,954

100.0%

100.0%

147

100.0%

100.0%

Source: SBA fact sheet, 2015.

Leaving the differences in the definition of SMEs aside (see footnote), SMEs are almost as important to the
Turkish business economy as they are to most EU countries. They provide most jobs (76 % in 2011), account
for 99.9 % of all businesses and produce 53 % of the value added in the whole economy. These figures are in
line with the historical patterns of the Turkish economy, which is still heavily dominated by SMEs, with large
enterprises making up only a small fraction of firms. SMEs in Turkey are significantly more important for
jobs than in the EU: their contribution to employment is nine percentage points higher than the EU average.
However, the opposite is true for value added — SMEs’ average contribution to this is five percentage points
8

It should be noted that the Turkish definition of SMEs differs from the one used in the EU. According to the Turkish
Statistical Institute (TurkStat), micro sized firms are firms with less than 20 employees, small enterprises are firms
with more than 19 but less than 50 employees and medium-sized firm employ between 50 and 200 employees.
Because of that, a comparison with the EU is hampered.
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higher in the EU. With regard to business activity and sectoral distribution, 40.4% of the active enterprises in
this group are in Wholesale and Retail Trade; Repair of Motor Vehicles and Motorcycles, 15.9% are in
Transportation and Storage; 12.7% are in Manufacturing Industry.
Table 6: Regional distribution of SMEs

Source: SBA fact sheet, 2015.

When it comes to the regional distribution of enterprises, the vast majority of these enterprises (38%) is
located in the western part of the country. Only 9% of enterprises is located in south-eastern Anatolia and
Eastern Anatolia. Like in the other regions, the majority of these enterprises are micro-enterprises.
The distribution of enterprises goes hand in hand with economic wealth in the country. The Socio-Economic
Development Index (SEDI) Study (2011) conducted by MoD covers 81 provinces according to the existing
administrative structure of Turkey and includes 61 variables selected from social-economic (demography,
employment, education, health) accessibility, finance, quality of life, competitiveness and innovation spheres.
According to this study, 12 NUTS II regions 9 having Gross Value Added (GVA) per capita below 75% of the
national average.
Figure 2: Map GVA per capita, by NUTS II Regions (% of national average, national average=100)

Source: ESSP SOP, 2014.

9

The 12 NUTS II Regions consist of provinces in the east and southwest of Turkey which are either underdeveloped
compared to the metropolitan cities or have smaller urban populations and regional disparities exists with regard to
the penetration of advanced technologies in these regions.

Carrying out a gap analysis for the design of Financial Instruments in Turkey
PwC

21 December 2015
22

Final Report
Private and confidential

Table 7: NUTS II Regions having GVA per capita below 75% of National Average and Priority Regions
Selected for Geographical Concentration10
NUTS II Regions Prov inces (NUTS III)
TR63

Hat ay , Kahramanmaraş, Osmaniy e

TR7 2

Kay seri, Siv as, Y ozgat

TR82

Kast amonu, Çankırı, Sinop

TR83

Samsun, Tokat , Çorum, Amasy a

TR90

Trabzon, Ordu, Giresun, Rize, Art v in, Gümüşhane

TRA1

Erzurum, Erzincan, Bay burt

TRA2

Ağrı, Kars, Iğdır, Ardahan

TRB1

Malat y a, Elazığ, Bingöl, Tunceli

TRB2

Van, Muş, Bit lis, Hakkari

TRC1

Gaziant ep, Adıy aman, Kilis

TRC2

Şanlıurfa, Diy arbakır

TRC3

Mardin, Bat man, Şırnak, Siirt

Source: National Strategy for Regional Development – NSRD, 2014.

On the export side, Turkey has regained export market share over the medium to long term since 2008.
The trend of value exports has been steady with negative changes in 2009 and 2013. According to the Turkish
Statistical Institute (TurkStat), Turkish’s export volume index (baseline 2010 = 100) has evolved steadily
over the last three years up to more than 120 points along 2015. The proportion of the SMEs in exports for
2013 was 59.2% (micro-enterprises 17.8%, small enterprises 24.1%, medium-sized enterprises 17.3% and
large enterprises 40.7%). With regard to the number of companies, export capabilities should be extended.
Private investment has moderately increased in 2014, while public investment has decreased over the
same period. In general, according to the EC’s Turkey 2015 report related to the EU enlargement strategy, the
country’s physical capital improvement was modest. In addition, according to the World Bank, gross fixed
capital formation in Turkey has steadily increased over the long term, although a sharp decline was observed
between 2008 and2009.
The Turkish banking sector has proved resilient against the effects of the global financial crisis thanks to
deep reforms after the Turkish financial crisis in 2001. In fact, Turkey was the only country without an
explicit public programme to support the financial sector. Strong growth rates in household and corporate
loan could be observed during the last years. At the same time, saving rates are decreasing making the
financial sector more and more depend on external funding sources. This could hamper the loan growth rates
in the medium and long term.
According to the World Bank, Turkey's domestic credit to the private sector by financial corporations has
strongly increased in recent years, from 14.5% of GDP in 2003 to 74.5% in 2014. With regard to corporate
loans, both total business loans and SME loans increased significantly over the period 2007- 13 by 270%
and 255% respectively. SME loans followed a consistent growth pattern with the exception of 2009, when
SME loans decreased slightly by 1.6% in 2013, SME loans increased by 35.9% compared to 2012, reaching
TL 271 billion. Total business loans followed an uninterrupted growth trend, with a 34.7% increase in 2013,
reaching TL 704 billion. The SME share of total business loans was 38.6% in 2013, up from 38.2% in 2012.
At the end of 2014, the Foreign Direct Investments (FDI) in Turkey stood roughly at EUR 11.7 billion
(1.6% of GDP), which is 0.1 percentage point lower than in 2012. The steady growth before the crisis and
relatively stable post-crisis stock show that Turkey is able to attract steady FDI, although it only represents a
minor share of its economy.

10

Regions having GVA per capita below 75% of the national average (last three years).
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The registered unemployment rate has increased since 2011 reaching a level of 10.1% in August 2015,
although this level is not as high as the levels reached during the crisis (13.1% in 2009). During the current
year 2015, the unemployment rate has decreased form 11.3% in January, to a low of 9.3% in May, and
increased ever since. Today, unemployment in Turkey represents approximately 3.1 million unemployed
individuals out of which nearly 12.4% is non-agricultural unemployment. In this month of August, Turkey
had approximately 27.1 million persons in employment.
The strong stance in public finance will be maintained in the medium term, fiscal policies will be supportive
for the goals of strengthening economic and financial stability, for keeping current account deficit under
control through increasing domestic savings and raising growth potential of the economy. Sustainability of
public finances will be pursued by keeping public sector borrowing requirement at reasonable levels, and
achievements in public finances in the past will be continued as well. Accordingly, the general government
deficit reached 1.2 % of GDP in 2013, and is estimated to decrease to 0.5% of GDP in 2016 according to the
Midterm Plan (2014-2016). With this potentially successful performance in public finances and sustaining of
growth in the economy, general government debt stock to GDP ratio was forecasted to decrease to 30% in
2016 from 36.3% in 2013.
In 2015, under a no-policy-change assumption, the general current account deficit is expected to
recover within 5% of GDP. Following the crisis, the Turkish current account deficit dramatically increased
from nearly 2% GDP (2009) to more than 9.5% GDP (2011), it has been recovering ever since to less than 6%
GDP in 2014.
With regard to the mid-term development of the financial sector some liquidity issues may arise as per low
local saving rates and high credit growth. At the same time, these risks are counterbalanced by:
•

A strong (and probably persistent) reduction of world oil prices, which has strongly reduced the shortmedium trend of the current-account deficit (currently at around 4.5% of GDP, March 2015);

•

A smaller-than-expected reduction of reference interest rate operated by the CBRT;

•

The massive QE strategy being implemented by the European Central Bank (ECB) which, considering
that Eurozone is the main economic and financial partner of Turkey, should have beneficial effects both
on the real and the financial economy of Turkey in the short-medium term.

Growth is expected to continue, although with decelerated rate. According to OECD, economic growth is
forecasted to raise from 3% in 2015 to 4% in 2017. This is expected on the basis that the effects of political
uncertainties will fade out, employment will continue to raise, and currency depreciation combined with the
strengthening of global markets will provide support for exports. On the other hand, investment in
equipment and machinery is expected to suffer from pressure on corporate balance sheets and from high
inflation.

4.2. Demographics
Human capital is one of the most influential and important factors that affects human resource development.
Therefore, the country’s human resources in terms of demographics merit a close analysis in this report. The
demographic trends in Turkey deeply shape the output variables of the activities of HRDSOP and have had a
major impact on defining the specific target groups and objectives of the programme.
Turkey’s population is young with a median age of 30.4. The share of young population will increase for
about two more decades, and afterwards the population is expected to age slowly due to the decrease in
fertility rates and increase in lifespan in the coming years. In 2013, a quarter of the total population was aged
0-14, 67.8% was at the working age (15-64) and 7.7% was aged 65 and over.
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Table 8: Population projections
Ratios of the large age groups (%)
Year

Population

0 - 14

15 - 64

Median age

over 65

2013

7 6,481,847

24.5

67 .8

8

2023

84,247 ,088

21.2

68.6

10

Total fertility Population growth rate
rate (per
(according to end-of the
woman)
year population) in %

30.4

1.99

11.2

34

1.85

8.4

Source: Eurostat, 2015.

Population projections for 2023 show that the child population will reduce to 21% and over 65 will constitute
a large group (10%) with a relatively stable working age population.
The labour market in Turkey bears some clear differences from the EU as demonstrated by the below
EUROSTAT data. First of all, in terms of labour force participation, the EU average has been considerably
higher than Turkish average despite the improvement between 2007 and 2013. Regarding the employment
rates, the difference between Turkey and EU has been approximately 15% (49.5% versus 64.1%) for 15-64 age
group and 6.3% (45.1% versus 51.4%) for age group 15 years and over despite Turkey’s relatively better
performance between 2007 and 2013.
Table 9: Labour Force Participation and Employment Rates (%) (15-64)
Labour Force Participation (%)
2007
EU 28

70.3

Turkey

49.1

Employment (%)

2013
M : 77.6
F: 63.1
M: 73.4
F: 25.2

2007
M: 78.0
F: 65.9
M: 75.6
F: 33.2

71.9
54.4

65.3
44.6

2013
M: 72.4
F: 58.1
M: 66.8
F: 22.8

64.1
49.5

M: 69.4
F: 58.7
M: 69.5
F: 29.6

Source: Eurostat; M: Males, F: Females, 2015.

On the other hand, Turkey has decreased the level of unemployment to 8.7% between 2007 and 2013 while
EU average has increased steadily to 10.8% from 7.2%.
Table 10: Unemployment rate % (15-64)
2007

Unemployment (%)
EU 28

7.2

Turkey

8.8

2013
M : 6.6
F: 7.9
M: 8.7
F: 9.1

10.8
8.7

M: 10.8
F: 10.9
M: 7.9
F: 10.5

Source: Eurostat; M: Males, F: Females, 2015.

It is observed that the levels of labour force participation and unemployment have strong correlation with
educational attainment.
Overall, Turkey is facing demographic challenges similar to most other European countries with an aging and
decreasing population. These challenges will have to be confronted in the long run to develop a sustainable
economic and social system. In this context raising employment levels and improving employment
opportunities in particular for young people, women and older workforce members must be a key priority in
order to at least partially offset the negative effects of the shrinking working age population. The territorial
cohesion, being a prerequisite for the benefits of growth and jobs, may prove a significant factor in the
implementation of human resource development policies. Since the difference in the extent and quantity of
economic activity between rural and urban areas is so vast, the degree of need for human resource
development in some areas may prove different than in others. Idem, the quality, quantity and other
characteristics of the population in different regions at the offset might display considerable variance,
influencing HR development schemes and progress.
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In addition to this, illiteracy, especially among adult women requires attention. It affects 5.1% of the
population (15+ years-old); 1.7% of men and 8.4% of women in April 2013 (TURKSTAT) although gender
parity has largely been achieved at the primary school level, similar progress was not observed in other levels
of education especially in lifelong learning.
In order to tackle the challenges, NDP10 puts special emphasis on providing equal opportunities in access to
education, increasing use of ICT on education, increasing public expenditures on education. The Plan sets
two levels of objectives in connection with these points. The first is on improving an education system that
creates knowledgeable, happy individuals and the second is to create a universal level competitive higher
education system. The educational progress and the targets for the education system of Turkey for the
upcoming years are shown in the next figure.
Table 11: Developments and Targets in Education for 10. Development Plan
Number of provinces that students per classroom is 30
and under

2006

2013

2018

Primary Education

51

66

76

Secondary Education

57

57

66

Gross enrolment rate for pre-school enrolment (4-5
y ear) (%)

24

47

70

29.1

47 .2

55

46

87

94

Number of Students per academic teaching staff

41.6

43

36

The share of Turkey from the global international
student pool (%)

0.54

0.7 6

1.5

Gross enrolment rate for higher education (%)
Formal
Total (including open education)

Sources: The 2006 data belongs to Ministry of National Education, Ministry of Development, Assessment Selection and Placement
Centre, OECD and EUROSTAT. 2013 and 2018 data are estimates of NDP10.

As regards social policy and inclusion, despite the significant progress on the absolute poverty rate, relative
poverty still appears as a major social issue. Turkey managed to decrease absolute poverty since 2007 and the
Share of the Population Living on Less than USD 4.3 a Day has decreased more than 6% (8.41% for 2007 and
2.3% for 2012). However, the relative poverty rate remained almost the same since 2007 (22.6% for 2012 and
22.8% for 2007 respectively). As a result almost one in every four households is at risk of poverty.
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5. Supply side analysis across the two
investment areas
The supply-side analysis provides a horizontal examination of the Turkish banking sector regarding the
supply of financial products available to support eligible investment areas. This examination includes an
overview of the banking sector in Turkey and an analysis of the financial products offered in Turkey, with a
specific focus on lending activities towards central government, municipalities, enterprises and households.
This analysis of commercial lenders is followed by an overview of the supply of finance provided by other
market players, both at international (i.e. EIB, EBRD) and national levels, completed by an overview of the
Turkish capital market. Finally, the potential supply side market weaknesses are presented, which may
contribute to sub-optimal investment situations.
Figure 3: Financial Market overview

Source: World Bank Group, 2015.

5.1. The banking market in Turkey
The Turkish financial crisis of 2000-2001 drastically trimmed the number of banks in Turkey, both private
and state-owned. From 2001 onwards, the banking industry of Turkey has adjusted to new conditions of
increased competition in terms of new services and products. As of December 2014 there were 49 banks in
Turkey, 32 of them being deposit banks, 13 development and investment and 4 participation banks.

Overview
Turkish banks can be divided in three major groups: commercial banks, investment and development banks.
The banking system can be classified also in terms of ownership: private-owned, state-owned11 and foreign
banks.
Regulatory and supervisory entities in Turkey related to financial markets are: (i) the Competition Authority,
(ii) the Banking Regulation and Supervision Agency, (iii) The CBRT, and (iv) the Capital Markets Board.
Numerous changes introduced during the Turkish financial crisis in 2000 – 2001 prepared the Turkish
banking sector well for the 2007 crisis. The Turkish banking system was resilient and the only OECD country
11

5 of the deposit banks are state owned banks, namely, Türkiye Cumhuriyeti Ziraat Bankası, Türkiye Halk Bankası,
Türkiye Vakıflar Bankası T.A.O, Adabank A.Ş and Birleşik Fon Bankası. Additionally, there are 5 state owned
development and investment banks, namely, İller Bankası, TSKB, Takasbank, Türkiye İhracat Kredi Bankası A.Ş and
Türkiye Kalkınma Bankası A.Ş.
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which withstood the headwinds of the global economic and financial crisis without an injection of public
funds. As a result, the banking sector is sound, strong and profitable, indicators about the reliability of the
system (banks’ capital adequacy, banking profits profiles, etc.) are satisfactory 12. Overall, the Turkish banking
sector holds nearly 90% of all financial sector assets in the market. Nevertheless and despite doubling its size
since 2008, the banking asset size to GDP (100%) is relatively small when compared to advanced European
economies with a ratio of 200 – 400%13.
All major macro indicators show a healthy development of the banking sector, especially since the 2001
crisis: The number of banks went down and is now stable between 42 and 45, domestic credit to the private
sector increased and non-performing loans are stably low at less than 3%. Most key stakeholders in the
Turkish financial sector agree on predicting a future stability for the Turkish financial sector, despite the high
negative current-account balance to date.
Figure 4: Development of domestic loans and non-performing loans (2001 – 2013)

Source: Central Bank of Turkey, 2015.

One important persistent issue in the banking sector is the ratio of loans to deposits (LTD) from residents
which reaches 126%, for all currencies, but 171%14 for domestic currency loans against domestic currency
deposits from residents, further to substantial credit growth in the last few years (even with reduced
government securities in the banks’ assets from about 30% three years ago to 11% of total assets recently).
This loan to deposit ratio is reaching a level where the past lending growth is not sustainable while resorting
to foreign currency borrowings/deposits has also reached high levels. In comparison, the loan to deposit ratio
in EU countries hovered around 114% in 2011, excluding interbank lending.
In the first quarter of 2015, a few signals of possible financial turmoil have been highlighted by specialised
news, notably Business Insiders, The Economist, Financial Times and others, especially after an intervention
of the IMF in mid-March 2015 regarding emerging financial markets in general. Local banks have to borrow
more and more money on international capital markets as saving rates and deposits are comparatively low.
The banking sector faces several risks with regard to this development: Banks’ maturity mismatch may hurt
profitability in the near term, as higher external and domestic funding costs cannot readily be passed on to
customers. Banks’ direct exchange-rate risk is low, as their net foreign currency liability position is almost
fully hedged by off-balance sheet transactions (mostly swaps), but they are indirectly exposed through their
lending to the non-financial corporate sector. That sector’s foreign currency liabilities have more than
12
13

14

The World Bank defines the banking sector of Turkey as very solid using various indicators. Cf. World Bank’s Report
“Turkey’s Transitions: Integration, Inclusion, Institutions”, Dec 2014.
The high ratio in advanced economies is mostly explained by the international financial activities of their financial
sectors, not always without risks as demonstrated by the problems met by Greenland and Ireland in the latest
financial crises; the strategy to develop Istanbul as a regional financial centre shall however boost this ratio in the
future.
A fairly high figure compared to the norms; a low loan to deposit (LTD) ratio, by restricting how much lending a bank
can make in relation to its deposits, provides some assurance that loans are financed by relatively stable funding. For
example, reports on compliance with Basel Core Principles Assessments published by the IMF indicate that countries
like China (75 percent), Saudi Arabia (85 percent), Indonesia and Nigeria (80 percent) use the LTD ratio as
qualitative minimum requirement for managing longer-term liquidity risk.
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quadrupled since 2004, opening up a short position in foreign currency of about USD 170 billion (21% of
GDP).
Currency depreciation therefore raises debt servicing costs and puts pressure on corporate profits. However,
most of the foreign currency liabilities are long-term, reducing rollover risks. Domestically operating banks
are only allowed to lend in foreign currency if the borrower has income in foreign currency ‒ or else loans
must be at least USD 5 million with at least one year maturity, which are mainly extended to large
corporations, with better access to financial hedging.
Finally, the growth of lending is constrained by the policy of the Central Bank to control inflation through
high interest rates which dampens loan demand. Increased support and access to finance by SMEs shall be
viewed in this framework, to increase their relative share in the banks’ portfolio.

Leasing
There are more than 80 leasing companies in Turkey, with total assets representing slightly more than 2% of
total bank assets by end 2014 (EUR 12.21 billion); the larger ones being subsidiaries of the main banks. The
Government has supported the leasing industry by reducing the VAT on leased equipment down to 1% from
18% in 201115.
Main sectors and equipment financed are from the construction sector (33% in 2012), followed by machinery
and other equipment with a 25% share. The main leasing companies also offer lease back schemes, mostly
related to real estate.
It can be said that due to the international change in the operational leasing regulation, applied also in
Turkey further to the 2012B law, the advantages of this industry rest with the implicit security from
ownership of the equipment by the lessor; however, a new law in preparation to facilitate the registration of
pledges on moveable equipment (presently very cumbersome) shall reduce this advantage.

Lending
Over the past decade, the private sector has rapidly increased its leverage, though from a low base. Growing
availability of credit enabled low-income households and small and medium enterprises to increase
borrowing and expand consumption and investment. Credit growth had reached almost 40% between late
2010 and early 2011 before both the Central Bank and the Banking Regulation and Supervision Agency
(BRSA) took measures to slow loan growth. Credit growth re-accelerated sharply in the first half of 2013, far
exceeding the central bank’s 15% reference rate but the BRSA started to take further macro-prudential
measures only in October 2013.
Overall, total loans, comprising of consumer and business loans, increased between 2007 and 2014 by 334%.
A development which is especially attached to the increase of business loans of 364%. While the share of
SME loans was not mentionable in the beginning of the century, loans to SMEs expanded rapidly in the
recent past as did credit to low-income households.

15

However, recently this advantage has been modified and reduced, whereby this 1% VAT advantage is not exclusively
reserved for leased equipment. Also, a number of leased equipment is subject to 8% VAT while others bear the normal
18% rate.
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Table 12: Outstanding loans in Turkey (EUR million)
Yea r

T ot a l Loa n s

T ot a l Con su m er
Loa n s

Bu sin ess
Loa n s

2 01 4

1 ,2 40,7 06

3 56,060

884,646

3 3 3 ,2 7 8

551 ,3 68

2 01 3

1 ,047 ,41 0

3 3 1 ,945

7 1 5,465

2 7 1 ,42 1

444,044

2 01 2

7 94,7 56

2 65,91 0

52 8,846

1 99,7 43

3 2 9,1 03

T ot a l SME Loa n s

T ot a l La r ge
En t er pr ises Loa n s

2 01 1

682 ,893

2 2 3 ,891

459,003

1 62 ,803

2 96,2 00

2 01 0

52 5,851

1 7 2 ,61 5

3 53 ,2 3 6

1 2 5,468

2 2 7 ,7 68

2 009

3 92 ,62 1

1 2 9,896

2 62 ,7 2 4

83 ,2 7 1

1 7 9,453

2 008

3 67 ,445

1 1 7 ,1 2 7

2 50,3 1 8

84,605

1 65,7 1 3

2 007

2 85,61 6

94,993

1 90,62 3

7 6,52 1

1 1 4,1 02

Source: BDDK, 2015.

While SMEs consist of more than 99% of all companies, only 37% of all outstanding business loans are held
by this company group. The largest part, 63% are held by large companies. While disbursed loans to large
corporates had been stable during the last years, SMEs’ share in total loans increased slightly. In addition,
SME loans are subject to steeper fluctuations compared to corporate loans as a result of the business cycle.
Figure 5: Development of total loans by category (2009 – 2014)

Source: BDDK, 2015.

A closer look at the composition of SME loans shows that the biggest share was extended to medium-sized
enterprises. While the share among SMEs was quite equal in 2007, medium-sized enterprises had been
stronger in the focus of banks during the last years.
Table 13: SME loans by category in TL million
Yea r

Loa n s Ext en ded t o
Micr o En t er pr ises

Loa n s Ext en ded t o
Sm a l l En t er pr ises

Loa n s Ext en ded t o
Mediu m En t er pr ises

2 01 4

88,41 4

1 1 1 ,443

1 3 3 ,42 1

2 01 3

7 0,847

85,7 1 1

1 1 4,863

2 7 1 ,42 1

2 01 2

54,085

63 ,1 1 9

82 ,53 9

1 99,7 43

2 01 1

54,848

42 ,7 2 1

65,2 3 4

1 62 ,803

2 01 0

42 ,580

3 2 ,2 06

50,682

1 2 5,468

2 009

2 9,1 98

2 2 ,07 1

3 2 ,003

83 ,2 7 1

2 008

3 3 ,1 09

2 2 ,2 7 0

2 9,2 2 6

84,605

2 007

2 8,67 1

2 3 ,884

2 3 ,965

7 6,52 1

T ot a l SME Loa n s

3 3 3 ,2 7 8

Source: BDDK, 2015.
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Table 14: Total loans by maturity
T otal Loans (m illion)
Yea r

Sh or t t er m

Mediu m -Lon g T er m

T OT A L

2 01 4

4 1 0,4 3 4

83 0,2 7 2

1 ,2 4 0,7 06

2 01 3

3 50,1 51

697 ,2 60

1 ,04 7 ,4 1 0

2 01 2

2 88,1 7 5

506,581

7 94 ,7 56

2 01 1

2 3 4 ,851

4 4 8,04 2

682 ,893

2 01 0

1 98,4 97

3 2 7 ,3 54

52 5,851

2 009

1 61 ,2 7 0

2 3 1 ,3 51

3 92 ,62 1

2 008

1 57 ,4 54

2 09,990

3 67 ,4 4 5

2 007

1 3 1 ,3 98

1 54 ,2 1 9

2 85,61 6

Source: BDDK, 2015.

The regional distribution of outstanding total loans reflects the economic activity in the respective regions:
The western regions, Marmara and Aegean, hold 63% of all outstanding loans while Eastern and SouthEastern Anatolia accounts for only 5% of total outstanding loans.
Figure 6: Regional distribution for Total outstanding loans (Dec 2014)

Source: BDDK, TBB, own calculations, 2015.

Main findings on the Turkish banking sector:
•

Turkey performed an extensive reconstruction of the banking system after the Turkish crisis in 2001 and
was hence much less effected by the financial crisis in 2007 and afterwards;

•

The banking sector is sound, strong and profitable, indicators about the reliability of the system (banks’
capital adequacy, banking profits profiles, etc.) are satisfactory;

•

A strong growth in banking assets and credits could be observed during the last years, including loans for
SMEs. Despite this strong growth and a share of 99% of all enterprises, SMEs receive only around 29% of
all corporate loans;

•

The western regions, Marmara and Aegean, hold 63% of all outstanding loans;

•

Implementation of BASEL III and low saving rates will be probably decrease the speed of loan growth
during the upcoming years; and

At the same time, banks seem to look into new niche markets to keep profitability up.
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5.2. International Financial Institutions
Numerous support schemes designed by international Development Partners and International Financial
Institutions have supported enterprises and individuals in Turkey.
In this chapter, strategic focuses of main IFIs operating in Turkey are summarised with specific remarks
regarding their attention to SMEs and Human Resource development as covered by the related two
investment areas. Short descriptions cover the relevant activities of the European Investment Bank (EIB), the
European Investment Fund (EIF), the European Bank for Reconstruction and Development (EBRD), the
World Bank, the IFC as well as other development financing institutions. To better capture relevant activities
for training and capacity development projects, activities of bilateral development agencies are as well taken
into account.

The EIB Group
European Investment Bank (EIB)
The EIB has been lending to Turkey since the mid-1960s and lends currently around EUR 2bn per year,
which ranks Turkey first among EIB recipient countries outside the EU. While the EIB is known for its
flagship projects in Turkey, the following listing will focus on subjects relevant to Human Capital and Private
Sector Development.
Overall in 2014, the EIB signed loans amounting to EUR 2.1 billion (a EUR 0.2 billion decrease compared to
2013), supporting SMEs & Midcaps with a total amount EUR 1.1 billion (53.5%). Key economic sectors such
as transport, energy and urban development were also in the focus of the EIB support, reaching all together
32.6% of the total loans value. The funds for supporting SMEs were made available to the Turkish economy
via credit lines through financial intermediaries like Akbank, Denizbank, Eximbank, Garanti Bank,
Halkbank, ING Bank, Vakifbank and Ziraatbank. Two examples of credit lines in cooperation with Turkish
banks worth being mentioned:
•

EUR 150 million loan to Akbank to support a covered bond programme, the first in Turkey backed by
residential mortgages. This credit line increases the availability and maturity of funding for SMEs and
midcaps in Turkey, which are the main employment provider of the country. It is also expected that this
new credit lines will have an impact on the innovative funding option to the long-term funding toolset
available to Turkish banks for the SMEs and midcaps,

•

EUR 100 million loan to Ziraatbank, co-financed with the Instrument for Pre-Accession Assistance in
Rural Development (IPARD). This loan targets investments in the Turkish agricultural and agribusiness
sectors and overall contributes to strengthening rural development and their access to finance.

Innovation is key for increasing value added and stimulate job creation, while energy efficiency is key for
sustainable and cost-efficient production. These aspects are indeed covered by credit lines towards SMEs &
Midcaps. In 2014, the EIB financed programmes of innovative export-oriented companies in the field of
consumer electronics of EUR 60 million with Vestel in Manisa. In the automotive sector EIB financed
programmes of EUR 55 million with Tofas in Bursa, this being the first EIB transaction in Turkey supported
by “InnovFin – EU Finance for Innovators” (financial backing of the EU under Horizon 2020 Financial
Instruments).
In contrast to operations in Europe, MFIs are not supported in Turkey. However, partner banks, might target
micro businesses.

The European Investment Fund (EIF)
EIF’s activities in Turkey focuses on SMEs access to finance through private equity (EUR 26.3 million in
2014), guarantees (EUR 20.1 million in 2014), as well as venture capital. Targets for private equity and
guarantees raise up to EUR 30 million and EUR 257.7 million.
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Under IPA I, the EIF set up three out of four FIs in Turkey (the fourth one was set up by the EBRD). Hence,
the study of these experience is crucial for the planning of FIs under IPA II. In 2014, there were 17 supported
private equity funds investing in Turkey, 10 partner finance and guarantee providers and over 60,000
Turkish SMEs receiving support.
EIF's commitment to enhance access to finance for Turkish SMEs started in 2004. In 2006, the Industrial
Development Bank of Turkey (TSKB) became EIF’s shareholder. The following year, in cooperation with the
SMEs Development Organisation of Turkey (KOSGEB), the Technology Development Foundation of Turkey
(TTGV), the Development Bank of Turkey (TKB), Garanti Bank and the National Bank of Greece Group, EIF
launched the Istanbul Venture Capital Initiative (iVCi), a tailor-made EUR 160m Fund-of-Funds. Following
iVCi’s successful implementation, EIF has committed alongside KOSGEB as cornerstone investor into its
successor fund, the Turkish Growth and Innovation Fund.
EIF is currently cooperating actively with MoSIT and EU-IPA: A further initiative to enhance risk capital
investments in the South-Eastern Anatolia region and to complement iVCi’s geographical scope, is the G43
Anatolian Venture Capital Fund. G43 was launched in 2012 by the MoSIT and supported through the IPA
and iVCi with a total commitment of EUR 16.3 million.
In 2014, EIF launched the Technology Transfer Accelerator Fund (TTA Turkey), Turkey’s first Technology
Transfer fund to be managed independently. Supported by IPA resources, TTA Turkey benefits from
EUR 44.6m and its objective is to commercialise applied scientific research and development (R&D)
catalysing the development of the technology transfer market in Turkey. TTA Turkey has been designed by
EIF in collaboration with the Ministry of Science, Industry and Technology, the Scientific and Research
Council of Turkey (TÜBİTAK), the Delegation of the European Union to Turkey and the European
Commission. It is a significant step to support the very first stage of the equity value chain complementing
TÜBİTAK’s establishment of Technology Transfer offices.
On the debt side, EIF manages the Greater Anatolia Guarantee Facility (GAGF), an EIB Group initiative,
launched in 2010 by MoSIT and an excellent example of financial support mechanism. EIF provides portfolio
guarantees and EIB provides loans for SMEs through Halkbank and Vakifbank. EIF also provides a counterguarantee to Kredi Garanti Fonu (KGF) of Turkey to issue guarantees to micro-loans. The project aims at
preserving the local environment, architecture and tourism, and together with Finansbank, is supporting
SMEs and start-ups. SME access to finance components are complemented by a capacity building component
targeted at the partner banks, KGF and DG Internal Trade of the Ministry of Customs and Trade. Given
GAGF’s high absorption capacity, the budget was first increased in December 2012, then secondly increased
two years later, in December 2014. GAGF now has a total budget of EUR 61.4 million from the IPA (85%
supported by the EU and 15% by Turkey), combined with EUR 450 million of long-term lending from the
EIB. GAGF’s had provided at the end of 2014 EUR 570 million of loans to over 7,000 SMEs in the less
developed regions of Turkey – Eastern and Southern Anatolia. With regard to micro-enterprises, in phase 1
EUR 37.5 million had been disbursed, in phase 2 EUR 75 million are planned to be disbursed to this type of
SMEs.
In terms of expectations, GAGF is supposed to reach by 2017 EUR 112.5 million of micro-loans and EUR 900
million of loans to the benefit of micro-enterprises and SMEs. In June 2015, there were over 1,800 microenterprises and the number of SMEs who benefitted from this mechanism surpassed 9,000.
The cooperation between Ziraat Bankası (Agricultural Bank of the Republic of Turkey), Garanti Bank and EIF
also supports Turkish micro-entrepreneurs. Moreover, EIF (in cooperation with the EIB) signed with
Sekerbank the first EUR 50 million SMEs covered bond securitisation in Turkey. An additional covered bond
operation has been signed with Deutsche Investitions- und Entwicklungsgesellschaft (DEG), amounting for
EUR 35 million bonds issued by Denizbank, which will provide more loans to SMEs in the agricultural sector.
In addition to these, through the cooperation with Halkbank (EIB financed enhanced by EIF under the risk
sharing instrument -RSI), a EUR 100 million facility supports Turkish innovative and research-oriented
SMEs and mid-caps.In addition, the successor of the iVCi, the Turkish Growth and Innovation Fund is
assumed to start operating starting from 2017 with at least 2-3 funds and a total commitment of up to EUR
200m. The cornerstone investors in the fund will include the Undersecretariat of the Treasury (the Treasury)
with EUR 60m, the Small and Medium Enterprises Development Organisation of Turkey (KOSGEB) with
EUR 60m and the Industrial Development Bank of Turkey (TSKB) with EUR 20m. EIF intends to commit
EUR 60m.

Carrying out a gap analysis for the design of Financial Instruments in Turkey
PwC

21 December 2015
33

Final Report
Private and confidential

Table 15: EIF activities in Turkey

Area

Source of
financing

Instrumen
t name

Instrume
nt type

Financial
intermedi
ary

SMEs

Institutional
Investors
(EIB/EIF,
KOSGEB, TTGV,
TKB, Garanti
Bank, NBG
Group)

Istanbul
Venture
Capital
Initiative

Equity
(direct and
coinvestments)

10 funds16

Guarantee
CounterGuarantee

Phase 1:
Akbank,
Denizbank,
Halkbank,
Vakifbank,
Yapi Kredi and
Kredi Garanti
Fonu
Phase 2:
Halkbank,
Vakifbank and
Kredi Garanti
Fonu

MSMEs &
Regional

SMEs &
Regional

Technology
Transfer

IPA

IPA

IPA

Greater
Anatolia
Guarantee
Facility

G43 Anatolian
Venture
Capital Fund

IPA
Technology
Transfer
Accelerator
Fund of
Turkey

Equity
investment
(coinvestment
with iVCi)

Equity
investment

Abraaj Group

Diffusion
Capital Partners
ACT Venture
Partners

Budget
(mEUR)

Disburse
ments
(mEUR)

Eligibilit
y
criteria

EUR 160m

EUR 98.5m

SMEs

Phase 1:
EUR 32m
Phase 2:
EUR 29.4m

Phase 1:
EUR 527.5m
Phase 2:
EUR 140m
(as at
31/06/2015)

Main objective of
product

Number
of
companie
s
supported

Levera
ge
ratio

Start
date

Time
frame

Supporting development
of venture capital/private
equity market in Turkey

50 (as at
30/06/2015)

11.25

27/06/2
008

13/11/2022

Increasing volume of
MSME lending in the
target region
SMEs
Regional
criteria

Mandate specific targets:
Phase 1: EUR 537.5m
4,000 MSMEs

9,159 MSMEs
(as at
31/12/2014)

16.49

21/10/2
010

Phase 2: EUR 475m
5,000 MSMEs

EUR 16.3m
EUR 14m
commitment
to the fund

EUR 50.5m

EUR 3.6m
(as at
30/09/2015)
to final
beneficiaries

SMEs
Regional
criteria

Establishment of the first
VC fund focusing on the
target region
Increasing access to
equity of SMEs in the
target region

EUR 44.6m
commitment
to two funds
EUR 1.3m

Start-ups,
spin offs,
SMEs,
projects,
proof of
concept
Specific
regional
KPIs

Establishment of the first
two technology transfer
funds in Turkey to
facilitate
commercialization of
research

2 (as at
30/09/2015)

1.23

1.04
2 (as at
30/09/2015)

(as of first
close of
funds)

28/11/20
13

Fund 1:
01 April
2015
Fund 2:
22 July
2015

End of
availability
period:
31/12/2017
Termination
date of
mandate:
31/12/2022
End of
investment
period:
31/12/2017
Duration of
fund:
10 years
(+1+1)
End of
investment
period:
31/12/2017
Duration of
both funds:
10 years
(+1+1)

Source: European Investment Fund, 2015.

16

http://www.ivci.com.tr/Default.aspx?id=12.
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The European Bank for Reconstruction and Development (EBRD)
The European Bank for Reconstruction and Development (EBRD) supports Turkey since 1991 in private
sector development through investments, business services, and policy dialogue. The bank focuses on the
development of MSMEs, enhancing competitiveness of the Turkish industry, supporting privatisation,
developing sustainable energy.
With regard to MSMEs, the EBRD works to increase the availability of risk capital and long term funding to
MSMEs, including those engaged in agribusiness, through intermediated financing together with appropriate
support to management through its Small Business Support (SBS) programmes, especially in the less
developed regions.
Up to December 2015, according to EBRD website, there are about 163 projects with a current portfolio of
EUR 5.3 billion.
With regard to enhancing competitiveness, the EBRD seeks to support growth and development of the
enterprise sector through direct lending and investment operations with domestic and foreign investors in a
broad range of industrial and service sectors but with a particular focus on supporting agribusiness, energy
efficiency investment, innovation and high value-added industries, sectoral value chains and companies
operating outside metropolitan areas.
In 2013, Turkey signed a contribution agreement to launch a programme with EBRD help (co-financed by
the EU) in relation to supporting women-owned and managed MSMEs through improved access to finance
and advisory services. The EU has committed EUR 32.3 million and Turkey contributed a further EUR 5.7
million.
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Table 16: EBRD activities in Turkey
Area

Source of
financing

Instrument
name

Instrument
type

Financial
intermed
iary

Budget
(mEUR)

Disburse
ments
(mEUR)

Eligibility
criteria

Main objective of
product

Number of
companies
supported

Leverage
ratio

Start
date

Time
frame

31.12.2017

13/11/2022

1)Dedicated
credit
lines of up to EUR
300 million from
EBRD’s resources to
Participating
Financial Institutions
(PFIs)

Womenled/
managed
SMEs

Jointly funded by
the
European
Union (EU), the
Turkish Ministry
of Labour and
Social
Security
and the Turkish
Employment
Agency (ISKUR)

2)First Loss Risk
Cover (FLRC) of up to
EUR 29.4 million
covering
PFIs’
confirmed losses on
the eligible EBRD
financed
sub-loan
portfolio

Women in Business
Programme

3) TC programme
focusing
on
institutional capacity
building,
product
development
and
marketing
and
outreach to build
PFIs capacity to reach
out to women-led
SMEs.

12.000 Subloan

Commercial
banks
(VakifBank,
FinansBank,
TEB and
Isbank)

4)Women in Business
Small
Business
Support established
for the purpose of
facilitating increased
access to know-how
and
non-financial
development services
for women-led SMEs,
as well as access to
markets
through
networking
opportunities

EUR 38 m
grant

EUR 30 m
grant

EUR 300°m
loan

EUR 180m
loan

Womenled/managed
SMEs

To
promote
women’s
participation in the labour
force and to increase
female
employment,
including
of
those
formerly employed in
agriculture.
To increase adaptability of
employees and employers
by investing more in
human capital

330 Business
Advisory
4000 women
benefiting from
the operation’s
outreach
activities
(seminars,
business
diagnostic
services,
training
workshops,
mentoring)

Two PFI are
expected to
contribute
EUR 100m
Potential
leverage of
0.3

Source: European Investment Fund, 2015.
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World Bank Group
Turkey is one of the largest upper middle-income partners of the WBG who has joined the group in 1947. The
Country Partnership Strategy (CPS) for Turkey 2012—2016 envisaged financing levels of up to USD 10 billion
(around EUR 7.5 billion using average exchange rate of 2014) and the increased provision of analytical and
advisory services, as well as new services and instruments, including fee-based services. The CPS targets
three main strategic objectives and pillars: enhanced competiveness and employment, improved equity and
public services, deepened sustainable development. So far, out of the USD 10 billion the following were
spent: USD 3.8 billion (around EUR 2.9 billion) from the IBRD, USD 4.4 billion (EUR 3.3 billion) from IFC,
and USD 982 million (EUR 0.7 billion) from the Multilateral Investment Guarantee Agency (MIGA).
The World Bank Group operates in Turkey through IFC and IBRD, as well as through a Turkey Trust Fund
Portfolio. This portfolio includes 11 investment projects focusing on financial and private sector
development, urban development, energy, transport, and health. This work amounts to about USD 4.4 billion
(about EUR 3.3 billion).
So far Turkey has achieved important progress towards meeting the Millennium Development Goals and
ranks about the 55th in the WBG doing business rankings. Out of these achievements, the following are quite
important WBG contributions in line with the above mentioned strategic objectives and pillars:
•

Enhancing Competitiveness and Employment: financing through lines of credit, boost SME performance,
promote innovation, support on policies to improve the climate related investment, encourage the startup of knowledge-based companies; facilitate the commercialization of public R&D and enable technology
adoption

•

Improved equity and public services:

•

-

Labour market: the reform of Turkey’s labour market policies and programs, technical advice and
studies related to: managing labour markets through the economic cycle, improving labour market
flexibility and worker protection, enhancing job opportunities for women (Swedish International
Development Cooperation Agency - SIDA funded project), activating and strengthening public
employment services and ALMPs, defining and creating good jobs in Turkey

-

Poverty and social protection: implementation of Turkey’s social security reforms, study of Turkey’s
social assistance system, technical assistance to help improving the targeting and effectiveness of the
employment support and activation services and subnational poverty dynamics (working together
with the Ministry of Development). Moreover, work is envisaged with the Turkish Government to
undertake analysis on the identification and quantification of the impact of the Syrian refugee crisis
on host communities

Sustainable development.

In 2015, IFC registered a third consecutive record year in Turkey, investing USD 1.8 billion (around EUR 1.4
billion) in projects to support sustainability projects like energy and infrastructure development, improve
municipal services, develop PPPs, promote local capital markets, and help companies increase
competitiveness and impact. As well, the IFC provided advice to businesses and government to encourage
growth of the private sector.

Development Financing Institutions
KfW
The 50 years development cooperation of the German KfW Bank with Turkey officially has switched in 2008
towards using its own funds only. It now promotes the development of Turkish MSMEs, as well as the use of
renewable energy sources and energy efficiency in industry and buildings. Turkish banks can access
refinancing via KfW, through e.g. the credit product energy efficiency (EE). One example of good overall
rating project done by KfW is the 'Support for small businesses' which has made a particular contribution to
the financing of start-ups. The ex-post evaluation report shows a total investment of EUR 15 million. The
programme objective was to develop and deepen the local financial sector and targeted privately held micro
enterprises (1-10 employees) and small enterprises (10-100 employees) in all sectors.
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AFD
AFD, the French development agency has a long standing cooperation with Turkey mainly on environmental
protection issues. Since about a decade, AFD has been directly contributing to this bilateral cooperation with
Turkey (signed in 1996), which concerns major issues of common interest for the sustainable development.
In terms of SMEs, AFD involvement is mainly in relation with, renewable and energy efficiency and
reduction of greenhouse gases emission, awareness programme for Corporate Social Responsibility, support
to SMEs in priority development areas, supporting sustainable investment in SMEs as well as SME financing.
AFD uses a wide range of financial tools such as long-term loans on preferential terms and grants for
financing its projects.

FMO
The Dutch development agency FMO in partnership with the IFC grated in 2011 about USD 40 million
(around EUR 3 million) to ABank in Turkey to help finance women owners of SMEs.
At that time, women-owned businesses represented nearly 40 percent of the registered MSMEs in Turkey,
out of which only 15% had access to finance.

5.3. National Financial Institutions
The Turkish public sector has various support schemes especially with regard to SMEs and their financing
and development needs. The next figure gives an overview of the main actors involved.
Figure 7: National financing actors and schemes

Source: PwC analysis, 2015.

Public financial resources, available to SMEs and entrepreneurs are led by the main ministries like the
Ministry of Science, Industry and Technology, the Ministry of Economy, the Ministry of Development, the
Ministry of Finance as well as the Undersecretaries of Treasury. Most of these institutions have dedicated
DGs and agencies which target special purposes. In addition to these, the development agencies also extend
grants to the SMEs in their regions, through calls for proposals.
At the same, a number of private associations are active in promoting their members’ interest as well as
providing technical and financial assistance to them.
Evidently, each actor and agency has specialised programmes and standalone projects. But it is obvious, that
there are many overlapping activities currently implemented by national authorities.
CISOP presents the following table for public financing of SMEs.
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Table 17: Public Financing to the SMEs
Numbers in TL million

2007

2008

2009

2010

2011

2012

MoSIT (KOSGEB)

17.4

43.1

27.9

48.4

177.5

294.5

MoSIT (KOSGEB – Loan Subsidies)

164

165

147

146

170

106

MoSIT (TÜBİTAK)

102

110

138

110

126

130

MoSIT ( SANTEZ)

6.2

9.9

13.5

18.7

43.8

50

MoSIT Techno-Entrepreneurs

-

-

-

-

30

50

328

326,4

323,1

547,3

630,5

Total
Source: CISOP, 2014.

The above information is not assessed in detail as regard to its distribution and impact on SMEs under
CISOP and EESP OP objectives.
The Ministry of Science, Industry and Technology is not only in charge of the planning and coordination of
IPA funds under CISOP, it is also leading the two main institutions in charge of SME and R&D development,
namely, KOSGEB and TÜBITAK. While the Ministries contributed strongly to the development of the first
Financial Instruments under IPA I, most agencies support SMEs through grant schemes.
Due to the individual manner in which the support grants seem to have been developed, some instruments
overlap in terms of areas and beneficiaries, which may create confusion among stakeholders and
beneficiaries.

National support schemes through various institutions
The Government, through a number of its institutions is providing numerous grants (as noncomprehensively described hereafter) to try and alleviate SME Access to Finance gaps.
KOSGEB is the Turkish SMEs development organisation operating under the lead of the MoSIT.
As a public organisation affiliated to the MoSIT, KOSGEB is financed under the ministry’s general budget. In
2014, its overall budget was estimated at TL 280 million mainly devoted to the administration of its 8
support schemes. TL 177 million of this sum is used to finance the support schemes directly. Eligible firms
are co-financed for up to 50% to 60% of project costs. KOSGEB has detailed information on approximately
700,000 companies, 55% of which are micro enterprises. KOSGEB mostly implements grant schemes along
numerous sectors, mostly in the manufacturing sector (up to 66%) which represents 25% of their enterprise
relations.
While KOSGEB offers similar products to SMEs, it currently specialises on guarantees (about 1.5 billion
volume in August 2015), which will be retargeted towards the field of crisis resolution. Main activities as far
as access to finance is concerned are to liaise with the Kredit Guarantee Fund to provide guarantees to banks
for identified/selected enterprises. Similarly, they liaise with TÜBITAK for promoting innovation. The
emphasis is not on micro businesses.
Moreover, KOSGEB has not specifically targeted micro finance, considering that its interest subsidies
channelled through the banks could in theory benefit even smaller businesses. In fact, its interest subsidies
are now practically terminated, except if a natural disaster or an emergency situation occurs (such as the
2011 earthquake in the Van region).
Additionally, KOSGEB is an investor in iVCi and KOBI AS, a Venture Capital Investment Trust, majority
invested by TOBB. It is also involved in the promotion of COSME.
TÜBITAK is the pillar entity regarding R&D, as well as innovation. It manages several programmes
supporting patent taking and R&D at the different Technology Readiness Levels including R&D
commercialisation.
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The main programme implemented by TÜBITAK supporting innovative entrepreneurs, start-ups and SMEs
is multi-phased17:
•

Phase 1: Supporting the transformation of an idea into a business plan (the duration is of 3 months, grant
support is provided, about 1200 ideas per annum are presented while about 40% are retained –
equivalent to 500 at the end of the 1st phase);

•

Phase 2: Technology validation phase in the case that the enterprise is registered after 1 year (TL 10,000,
loss of about 20%, 380 companies left at the end);

•

Phase 3: Supporting the development activities and contacts with potential investors, angel investors, VC
funds or larger enterprises (TL 550, 000, 75% support to 120 enterprises at the end). Training is then
offered through Borsa Istanbul, as well as Business Angel investor contacts and access to the market.

TÜBITAK is mainly providing grant schemes to innovative enterprises. Also, it is responsible for the
promotion of the EU programme Horizon 2020 for funding innovation. In this instance, one case has been
implemented in Turkey with the automobile sector through the EIB.
TÜBITAK operated with an annual budget of USD 964 million in 2010, and had about 3,800 employees, of
whom more than half had a scientific background. In 2008, the agency’s budget approximated USD 900
million, out of which R&D funding was estimated at USD 470 million.
The Ministry of Economy contributes in various ways to the development of SMEs in the country.
Noteworthy are especially the activities of the TÜRK EXIMBANK. The latter consists of a fully State-owned
bank acting as the Turkish government’s major export incentive instrument in Turkey’s sustainable export
strategy. As Turkey’s official export credit agency, TÜRK EXIMBANK has been mandated to support foreign
trade and Turkish contractors/investors operating overseas. In 2014, it provided loans and guarantees/
insurances with a total value of USD 31.1 billion (accounted for 19.7% of Turkey’s exports).
The ministry also runs a programme to provide grants to fund 75% of the costs for training, consulting and
feasibility studies linked to improving competitiveness. The grant programme is based on calls for proposals,
from grouped or clusters’ proposals. The budget is approximately USD 7 million per annum. Main sectors
concerned are the automobile and electronic sector (65%), mining, metal and wood industries (39%),
agriculture, textile and chemicals, as well as ICT.
Other support is for the tourism sector, including health tourism, but this concerns mostly larger companies.
They also have a support programme for the film industry and TV series, including education, ICT games and
entertainment; their role being to focus on export commercialisation. Moreover, they work closely with the
Ministry of Culture and Tourism in this respect, that latter Ministry being in the lead regarding support to
the creative industries.
The Ministry of Development lead the regional development agencies distribute numerous specific
supports to SMEs. Support is delivered through 26 regional agencies. Each Development Agency has its own
priorities, such as the creative industry in Istanbul (among many others), or regional export support in
Samsun.
The Development Bank of Turkey’s (Kalkinma) portfolio is mostly made up of TL 2 billion (57%)
targeted at financing renewable energies, such as hydro energy, through long term loans mainly in foreign
currency (the private investors benefiting from Government guaranteed electricity purchases in foreign
currency). Kalkınma share covers about 10% of the total financial industry commitments to the sector.
Another bank, Deniz Bank, is also very active in this sector, altogether providing 50% of that sector funding.
Main Banks involved with the Turkish Sustainable Energy Financing Facility (TurSEFF) Phase I from the
EBRD facility are Akbank, Denizbank, Garantibank, Isbank, and Vakifbank.
Kalkınma plans to reduce its involvement in this sector to half the present percentage, as most of the hydro
economical sites having been equipped.

17

Full
activities
can
be
found
under
http://www.tubitak.gov.tr/en/funds/industry/national-supportprogrammes#funds_industry_ana_sayfa_akordiyon-block_1-0.
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Other important sectors for Kalkınma concern:
•

18% of the portfolio to the industry, mostly exporters;

•

14% to the tourism industry, mostly direct financing of large hotel developments through long term
finance in foreign currency, a smaller part through Apex bank activities. This sector is planned to be
expanded so as to reach 30% of the bank’s portfolio. Regarding the Tourism sector, the bank reckons that
there is a need due to the longer maturities required for Hotel financing. Energy efficiency in tourism is
also part of the facilities provided;

•

10% as Apex facilities to commercial banks including leasing companies to finance SMEs’ needs. The
bank’s direct lending targets the higher segment of SMEs while the Apex facilities through imposing a
cap on the amount of the individual loans target the smaller segment. Loan production in 2014 was USD
310 million to 200 SMEs. Lately, a facility dedicated to leasing companies was developed. Leasing
companies, subsidiaries from banks, which offer a higher return, are generally preferred;

•

Most of the facilities include clauses to dedicate 15% to 25% to the less developed regions.

The implicit benefit of Kalkinma Apex activities is for local Financial Intermediaries (FIs) to benefit from
international funding at attractive terms and conditions, permitted by its quasi-government rating by the
markets.
The Treasury is involved with some of the regulatory environment linked to SMEs’ access to finance.
Recently, the Treasury decided to support the promotion of a Fund of funds with TL 500 million budget to be
disbursed in two tranches.
The Treasury also provides support to SMEs via the Credit Guarantee Fund (KGF) by allocating it with State
funds to cover issuance of guarantees in favour of SMEs according to specific guidelines. The Treasury fund
amounted TL 1 billion for the whole country during the previous year, and is expected to attain TL 2 billion
this year.
KGF is authorised to leverage the Treasury funds 10 times while the amount of guarantee issued is only twice
the funds amount. This reflects the limited success of KGF, whose main products delivered further to case by
case assessment is reportedly slow and administratively cumbersome.
The recent portfolio guarantee process introduced with the EIF/EU Greater Anatolia Guarantee Fund
(GAGF) is deemed a success18 and the portfolio guarantee scheme is considered for replication. It is not yet
known whether the scheme has effectively resulted in increased lending by the banks to the targeted micro
enterprises, or if it mostly served to reduce the risk exposure of the banks on their existing portfolio. It is also
reported that a few banks have dropped out of the scheme for unknown reasons.
The Credit Guarantee Fund (KGF) is a public-private partnership issuing guarantees in favour of
intermediary institutions under its own funds as well as under the Treasury funds.
Its main activity is to grant case by case guarantees to FIs in order to cover their SME clients’ risks up to
100% (for export), but usually between 60 to 80%. It also provides guarantees to KOSGEB’s clients, linked to
its programmes, as well as to TÜBITAK’s clients under its programmes.
KFG does only portfolio guarantees with and further to the GAGF EU/EIF Programme as mentioned above.
It guarantees about 1% of SME loans. KGF Non-Performing Loan (NPL) ratio reaches 8.5% (3% under the
government supported scheme and 13% under KGF own funds scheme) while bank general NPL is below 3%.
KGF neither targets any special regions nor sectors, except under the GAGF, while less developed regions
usually benefit from a higher guarantee percentage.
The Ministry of Customs and Trade supervises the cooperatives’ sector, including TESKOMB, the
Federation of the Tradesmen and Craftsmen Credit and Guarantee Cooperatives. Its network handles the
issuance of guarantees by the cooperatives in favour of the members linked to the government interest rate
18

Subject to i) further monitoring regarding the effective growth of lending to the targeted SMEs by the banks, and not
just the banks availing themselves of the extra security cover without expanding their lending activities and ii) the
resulting NPL after a few years.
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subsidy. The latter is restricted to HALKBANK, which is also the exclusive beneficiary of the cooperatives’
guarantees under this scheme.
The Chambers of Commerce and Industry (CCIs) are not directly involved in providing grants, but
play a significant role in informing their members of existing support programmes. In that respect, it is worth
noting that the Istanbul Chamber of Commerce and Industry is developing a catalogue of the existing SME
support schemes in the country.
The Chambers are also promoting the EU COSME and (alongside TÜBITAK) Horizon 2020 instruments.
However, it is widely reported that they do not expect significant success (despite some members of the CCI
having followed a training seminar in Brussels on these instruments), the administrative process of the
schemes being deemed too cumbersome for SMEs.
Briefly put, Turkey has various schemes in place to support SMEs and innovation in the country, which are
planned and executed by numerous agencies with various special mandates. At the same time, the
specialisation and comparative advantage of each agency is not obvious as these agencies have overlapping
product portfolios.
Likewise and with only a few exceptions, the system of public SME support mechanism is strongly based on
grants. Admittedly, these are necessary and even indispensable in many fields when it comes, for example, to
early R&D activities or many social measures. However, this unilateral approach closes at the same time
doors for possible market based instruments.
FIs under IPA I have started to prepare the market for these innovative types of public support. To enhance
the impact and efficiency of existing and future instruments, it is recommended to enhance coordination
among national public agencies, their focus as well as respective products.
KOBI Venture Capital Investment Trust (KOBI A.S) is owned by the union of Chambers and
Commodity Exchanges of Turkey (TOBB), Halkbank and KOSGEB, and solely aims at investing in local
SMEs. SMEs are given both financial and managerial support. The range of the support varies from USD 1
million to USD 5 million based on the SME/company evaluation. KOBI also invests in start-ups.
For 2016, a new fund with more than EUR 50 m is planned, but no further planning or details are available at
this stage.
Summarising, Turkey has various schemes in place to support SMEs and innovation in the country. These
efforts are planned and executed by various agencies with various special mandates. At the same time, the
specialisation and comparative advantage of each agency is not obvious as these agencies have overlapping
product portfolios.
FIs under IPA I have started to prepare the market for these innovative types of public support. To enhance
the impact and efficiency of existing and future instruments, it is recommended to enhance coordination
among national public agencies, their focus as well as respective products.

5.4. Microfinance market
The EU definition describes microfinance as loans or lease receivables up to EUR 25,000, offered especially
to micro-enterprises, directly or through a loan to the entrepreneurs.
Microfinance is, therefore, a tool to encourage social and financial inclusion and is an important incentive for
the development of micro-enterprises and for job creation. Moreover, the efficient provision of microfinance
plays a crucial role in mitigating the effects of financial and economic crises. In Turkey, microfinance loans
are not entirely served in a classical sense by microfinance institutions. Such loans are important for many
individuals, but also micro enterprises, as they can help getting out of poverty through offering access to
basic financial services such as small loans, savings accounts, money transfers and insurance products.
On the Turkish arena, microfinance and its applicability seems to still lack knowledge, discussion and
regulatory framework regarding its actual implementation into the financial system. The concept itself
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gained some attention from the policy side back in 2005 when the first “National Microfinance Committee”
was held in Ankara. The committee made efforts to adopt an action plan to build a microfinance sector in
Turkey and to further organise conferences and workshops. However in 2007, its development lost
momentum. The following years did not guide the Turkish government towards considering new investment
alternatives for the long-term development, but more towards recovery measures.
In contrast to the other parts of the world, where credit institutions, microfinance institutions, commercial
banks, etc. are active in the field of microfinance, only several NGOs and commercial banks are active in the
Turkish microfinance sector which has not yet been established as a part of the formal financial system. The
two biggest state-owned banks, Ziraat Bank and Halkbank, have some experience in this segment.
Public banks, although largest players in the SME markets do not have products tailored to the very poor and
generally have difficult requirements in terms of documentation. On one hand Ziraat Bank focuses on
agricultural loans, and currently offers loans of up to TL 50 thousand (USD 28.1 thousand) to SMEs (Ziraat
Bank 2013). Ziraat Bank also offers small loans for farming equipment, animal husbandry under strict
documentation which hampers the access of low income population. On the other hand, Halk Bank, helps
companies with turnovers of less than TL 1 million (USD 562.1 thousand), and loan limits for tradesman are
TL 125 thousand (USD 70.3 thousand) (Halk Bank 2013). Similar with Ziraat Bank, Halk Bank also requests
documentation on income statements, tax registration information, and other financial documents. Average
lending amounts are anyhow above the traditional microfinance needs.
Still on the side of commercial banks, BNP Paribas (known as TEB in Turkey) started in 2007 together with
UNDP and the Young Businessmen Association (GYİAD) a microcredit programme under the corporate
social responsibility umbrella. The target was on young people between 18 and 35 years old who have a high
school degree or five years of work experience (TEB 2013) and the goal according to UNDP (2013) was to
help 500 entrepreneurs per year.
Currently, the banking system is mostly shaped on asset-based collateral requirements and certain client
types, which prevents micro-lending since there are no assets to be used 19.
The strongest value added for the microfinance sector in Turkey is coming from the non-profit sector under
the Maya and TGMP microfinance institutions.
Maya Enterprise for Microfinance (Maya) introduced in 2002 the micro-credit in Turkey. Maya is an
officially registered for-profit company owned by the Foundation for the Support of Women’s Work
(KEDV20), a Turkish NGO whose history dates back to 1995 (focus on early childhood education,
development, economic empowerment, and disaster preparedness). KEDV operates under the Law
Governing the Activities of Foundations, which enables it to lend through Maya on a not-for-profit basis. The
largest part of Maya's micro-credit borrowers are businesses run by low-income women (loan payments
guaranteed by groups of 3 people). KEDV also runs social responsibility projects with Citibank and HSBC to
increase the number of women access to lending activities. Maya was the first established institution in
Turkey to offer Microcredit to low income women. Today, Maya is based in Istanbul, with branches in
Kocaeli, Sakarya, Kartal (a district in Istanbul) and Eskisehir. As of March 2012, Maya had 1,917 active clients
and a gross loan portfolio of USD 0.8 million.
The Turkish Grameen Microcredit Program (TGMP) established in 2003 is the largest microfinance provider
in Turkey. It is the result of a joint venture between the Turkish Foundation for Waste Reduction (TISVA)
and the Grameen Trust. TGMP operates in 68 provinces in 107 branches across Turkey. It has provided small
business loans to over 60,000 female borrowers (a 10% increase since 2014). Several businesses and
organizations work with TGMP, HSBC, Citibank, Whole Planet Foundation, Open Society Foundation and
Rotary. Special services for borrowers are also offered through Turkcell and Morkoz.
From 2003 to 2012, TGMP has disbursed over USD 164.5 million to over 93,000 borrowers. TGMP currently
has 90 branches throughout Turkey, with a high concentration in the higher-poverty regions of the south and
east. In 2013, it had an average loan balance per borrower of USD 304.5, resources for USD 2.4 million and

19

Ayse Kayakcı, Microfinance in Turkey-A Study of Demand and Supply, (İstanbul: 2010), 5.

20

http://www.kedv.org.tr/index.php?page=english.
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assets for USD 20.8 million. Besides traditional micro-loans, TGMP also offers non-loan products through its
micro-insurance program in December 2011.

5.5. Business Angels - Venture Capital - Private Equity
In Europe between 2007 and 2011 more than 20,000 SMEs21 have benefited from equity investments made
by Private Equity Funds (PEs), Venture Capital Funds (VCs) and Business Angel Investors (BAs). These three
categories of investors have different and specific goals, preferences and investment strategies; however,
together they provide financing in order to nurture expansion, new-product development, or restructuring of
the corporate operations, management, or ownership.
PE funds often target established and mature companies to invest in and at times they acquire majority
stakes in these companies. PE Funds usually are generalist; therefore they are investing in various industry
sectors, and/or various geographic locations.
On the other hand, VC funds and BAs typically invest in young, growing or emerging companies, and rarely
obtain majority control. In terms of sectorial orientation VC funds are usually specialist (specialising in a few
industry sectors where the management of the Fund has expertise in or investing in only a limited geographic
area) investors. Venture Capital funds generally:
•

Finance new and rapidly growing companies with scalable potential;

•

Purchase equity shares, i.e. become shareholders in the underlying company;

•

Invest in companies having innovative products or services and developing intellectual property (IP);

•

Assist in the development of new products or services through their expertise, contacts and knowledge;

•

Add value to the company through active participation alongside the senior management;

•

Take higher risks with the expectation of higher rewards and thus are able to finance companies which
banks would never consider; and

•

Have a pre-defined period within which they want to liquidate their investment.

The different types of equity financing, namely BA, VC, and PE can be categorised according to five stages of
company development, although these definitions will vary within the industry:
•

Seed stage, i.e. first stages of the life of a company, which is mostly financed by Business Angels, family,
friends, microfinance.

•

Start-up stage refers to the start of revenue generation, often financed by Business Angels and Venture
Capital.

•

First success stage corresponding to the set-off of the company, usually financed by Venture Capital.

•

Growth stage when the company expands, targets new products and/or markets, provided most often
by later-stage Venture Capital funds and Private Equity funds.

•

Buy-out when a company is sold for the new development.

The positioning of each type of capital with respect to the company lifecycle and needs is presented in the
figure below.

21

“The little book of private equity”, European Venture Capital Association (EVCA), 2012.
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Figure 8: The ladder of equity financing according to the development stage of companies
Capital needed
(single ticket)
EUR 50m

Higher risk
Growth funds
Buy-out funds
Private Equity funds
Banks

EUR 10m
Investment funds
Business Angels

EUR 1m

Venture Capital funds (public
and private)
Banks

Lower risk

EUR 500k
Family and friends
Seed funds
Business Angels
Start-up funds
EUR 5k

Time
Seed

Start-up

First success
Early growth

Take-off

Sustainable growth/
Maturity

Source: North East Access to Finance22, PwC Analysis, 2014.

In Turkey, the equity market is underdeveloped compared to other EU Member States. Furthermore, there is
very little information available on the formal supply of equity. Interviews with key stakeholders indicate that
few SMEs in Turkey are financed by equity and there is little awareness on how to pursue such avenues of
financing.
The Turkish capital market has been through major changes and is slowly, but constantly developing. Despite
efforts by the government and private actors, the Turkish capital market has relatively small range and is
underdeveloped, which makes it an emerging market, especially for SMEs.
Stakeholders commented however that private placements are common in Turkey when business owners find
it difficult to obtain funding from financial institutions. But these private placements are more often limited
to friends and family. The culture of equity funding from third party investors is not a common practice
locally, and may be most relevant only for young, high growth companies.

Borsa Istanbul (stock-market) for equity, bond, security derivatives
There are two markets for trading equities on the Borsa İstanbul namely, the Equity Market and the
Emerging Companies Market (ECM). Companies that fulfil the listing requirements or relevant market
criteria determined by Borsa İstanbul can be traded on the Equity Market. The securities of companies that
do not meet the listing requirements of Borsa İstanbul, but promise a development and growth potential, can
be traded on the ECM.
Being traded on the equity exchange provides liquidity for company shares, and creates long-term
inexpensive financing opportunities for companies. The listing or admission to ECM Directory of equities on
the equity exchange confirms companies creditworthiness, institutionalisation, recognition, and improves
integration of the company with national and international markets.
Equities representing partnership rights, bills-bonds granting creditor rights and other Capital Market
Instruments which are considered as securities by CMB can be also listed and traded on Borsa İstanbul.
At about TL 600 billion capitalisation, the stock-market represents about 34% of GDP against about 50% in
China and 150% in the USA.
Since August 2013, when Borsa Istanbul was established as an independent corporation, all the futures
contracts at Turkdex have been transferred to Borsa Istanbul. Thus, all futures and options contracts are

22

See: http://www.nea2fguide.co.uk/wp-content/uploads/2012/11/NEA2F-Guide-Funding-Ladder-for-illustrativepurposes.pdf.
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now being traded on Borsa Istanbul’s trading platform. Although the general derivative market is expected to
continue growing, the option market has yet to take-off.
Since its creation, Turkdex has contributed indirectly to the development of the structured products market
in Turkey. Broad trainings allowed industry professionals to become familiar with the derivatives products
and brokerage houses/banks started to develop their own structured products.
The Turkish domestic bond market, which is quite small compared to other country examples, continues to
expand. By March 2015, the corporate sector's domestic bond issues increased by approximately 60 percent
year-on-year (Chart II.2.14). The domestic bond issues with an average maturity of approximately 28 months
is seen as an important potential in meeting the long-term TL-denominated financing need of the corporate
sector. The size of the market stood at TL 6 bn at the end of 2014.

Business Angels
Turkey has developed since 2013 an original framework of “Business Angels” investors, regrouped in ten
networks, which primary objectives are to support start-ups through equity investment. Main targets of these
investors are innovative SMEs, often linked to the technoparks developed by the main universities.
The Turkish Business Angels Association (TBAA) represents a sector that is expected to invest an estimated
500 million Euros annually in a few years’ time and has a key role to play in Turkey’s future. Most TBAA
business angel network members are accredited by the government, and over 500 angel investors are
members of these 10 BANs. The TBAA has 6 committees: the Crowdfunding Committee, the Innovation &
Technoparks Committee, the Incubation Centers Committee, the Start-up Committee, the Exit Committee,
and the Mentorship Committee. The TBAA has seen its members hold important positions in the
international arena, including the Vice Presidency of EBAN and board membership in the World Business
Angels Association in the UK.
According to the progress report 23 of Undersecretariat of Treasury there are 308 licensed angel investor and
also 196 angel investors operating without a license in the accredited network. Some of the well know
business angels are:
•

Bahariye Business Angels;

•

BIC Angel Investment;

•

BÜMED Business Angels;

•

ETOHUM;

•

GALATA Business Angels;

•

ISTANBUL Melek Yatirimci Merkezi – Istanbul Angel Investor Centre;

•

KEİRETSU Forum Istanbul;

•

TEB Özel Melek Yatirim Platformu – TEB Private Angel Investment Platform;

•

METUTECH-BAN IşMelekleriAği- METUTECH-BAN Business Angels Network;

•

Şirket Ortağim Melek YatırıcımcıAğı- Company Partner Angel Investor Network; and

•

TR ANGELS MelekYatirimAğı – TR Angels Investment Network.

Despite the recent growth and the potential of the BA market, most of the networks structures are still in
infancy, not able to provide significant managerial support to their investees. The regulation for business
angels (BA) is fairly recent in Turkey, dating from 2013, when licenses were issued under the supervision of
the Treasury. The BA status involves a favourable tax treatment on 75% of the realised profits.

23

https://www.hazine.gov.tr/File/?path=ROOT%2F1%2FDocuments%2FSayfalar%2FBKS+RAPOR+2015%2FBKS
+%C4%B0LERLEME+RAPORU+MAYIS+SAYISI.pdf.
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Relationship between the BA networks and existing VC funds is developing, both having a mutual interest in
the relationship: the VC funds bringing professional expertise while the BA networks provide investee
identification, especially in the technology sector.

Venture Capital and Private Equity
Venture capital stands for capital investment in companies, which are not listed on a stock exchange market.
Investors are not the founders of the company, but are nevertheless willing to invest their own capital in
high-risk initial phase of development and expansion of the business.
Emerging venture capital funds are important partners in the provision of financial resources in the EU.
Funds fill the gap between the initial situation, where the SMEs are financed with their own savings and the
condition, where the companies are financial solid and can already be financed by bank loans.
Funds targeting the middle SME segment have yet to produce significant success stories; hands on
managerial support to their investees seems to be the lacking element in existing funds.
Targets of these VCF are not really segmented; most of the funds do target high growth SMEs in general,
without distinction as to the type of investees to target. Most have identified the industrial sectors to be
targeted, while some target the less developed regions, further to Development Partner investors’
requirements.
Innovative SMEs and start-ups are just beginning to be identified as potential investees by soon to be
formalised new funds: the Technology Transfer Accelerator (TTA) funds, designed by the European
Investment Fund24.
So far, venture capital investments in Turkey are mostly made in established companies in growth trend
instead of start-up companies. The number of investees has been increasing since 2007. As from 2012,
number of the total investees in Turkey approximated 150 and the largest part of these investees were located
in Istanbul. Ankara and Izmir are the both cities after Istanbul where companies with venture capital
investment are located25.
The main Venture Capital Companies are:
•

Young Turk Venture;

•

212 Venture Capital;

•

Aksoy Internet Venture;

•

iLab Venture;

•

Teknoloji Yatırım A.Ş;

•

İşGirişimSermayesi;

•

Istanbul Venture Capital;

•

KobiGirişimSermayesi;

•

Esas Holding; and

•

Rhea Girişim.

The venture capital and private equity (VCPE) industry in Turkey is fairly recent. There are presently thirteen
such VCITs in Turkey (six of them being quoted on the stock market), regulated by the Capital Markets Board
which estimates their total investments as up to EUR 1 billion. They do not form a unified body of
institutions having disparate strategies depending on their investors’ priorities. A number of them belong to
24

25

TTA Turkey) was set up in cooperation with the Ministry of Science, Industry and Technology, the Scientific and
Research Council of Turkey (TUBITAK), the Delegation of the European Union to Turkey and the DG Regional Policy
of the European Commission.
http://www.mondaq.com/turkey/x/295958/Corporate+Commercial+Law/Angel+Investment+Private+Equity+An
d+Venture+Capital+In+Turkey.
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large business groups (such as the Gözde Girişim Sermayesi Yatırım Ortaklığı A.Ş, a quoted VCIT controlled
by the Ulker group) while others play a more active role in supporting SMEs. One such VCIT is the KOBI A.Ş
which is controlled by TOBB with Halkbank and Kosgeb as the other main investors. The main factor to
consider when assessing their effective investment strategy, apart from their investment guidelines should be
the composition of their investment committees.
The combined total investment of the six publicly quoted VCIT as of the end of 2013 reached EUR 320
million.
Recently, the regulation for the VCPE industry has been upgraded, providing for two different structures:
Venture Capital Investment Trusts, as described above and Venture Capital Funds, being open ended funds
usually managed by independent fund managers, under the supervision of the Capital Markets Board. No
such VCF funds have been incorporated in Turkey for the time being, the industry being mostly invested by
international investors who favour funds organised under tax advantageous environments with recognised
and experienced legal and regulatory frameworks.
It is difficult to have an idea of the size of the VCF PE industry in Turkey, the VCF association having no real
existence while and an overall study of the sector does not exist. Based on PwC market research, it has been
estimated that the invested amount by VCF PE dedicated exclusively to Turkey would represent about Euro
EUR 1 billion. To this amount should be added the funds provided by regional and international funds
managed from outside the country not exclusively targeting Turkey; however, no overall information is
available on these specific foreign direct investments.

Summary
The Turkish market for equity investments is lower in terms of actors and invested amounts than in most EU
MS. Nevertheless, through the efforts of private and public actors (especially the EIF) the market grew
considerably during the last years.
One of the main points to be taken into account is the emphasis on the development of the ecosystem for
equity financing. More than any other type of financing does equity financing depend on a favourable
infrastructure including the related regulations which are the fundament of the development of this market.
While new services start to develop, accessing more sophisticated financial products comes with high
transaction costs which seldom justify low absolute amounts raised. Nevertheless, the Turkish capital
markets, and especially equity finance, can and probably will play a major role in further developing SMEs in
the country.
According to the OECD, between 2007 and 2012, venture capital/private equity investments in venture
capital/private equity trusts increased more than seven times. The total amount of venture capital/private
equity investments in SMEs that have been realised in 2013 equals to TL 335.5 million. The data includes
information on all venture capital/private equity investments in venture capital/private equity trusts which
report to the capital Markets Board (SPK).

5.6. Social economy
According to the European Commission’s Social Business Initiative (SEC (2011) 1278), a social enterprise is
an operator in the social economy whose main objective is to have a social impact rather than make a profit
for their owners or shareholders. It operates by providing goods and services for the market in an
entrepreneurial and innovative fashion and uses its profits primarily to achieve social objectives. It is
managed in an open and responsible manner and, in particular, involves employees, consumers and
stakeholders affected by its commercial activities. The concept of social enterprise overlaps with the
traditional social economy organisations and cuts across legal forms, as an entity that operates as a social
enterprise might choose to be registered as an association, cooperative, charity organisation, foundation or
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NGO, as a private enterprise, or as one of the specific forms set up in recent years under national
legislation26.
What distinguishes social enterprises from traditional associations or charities is the fact that social
enterprises earn a substantial proportion of their income through trading, rather than being dependent on
grants or donations. A benchmark sometimes used for a social enterprise is that at least 50 % of its turnover
is earned income, although opinions vary on what the best threshold would be. In Europe most social
enterprises are active in social services, employment and training, environment, education and economic,
social and community development.
Based on available evidence27, it is estimated that the social economy in Europe (measured as the aggregate
of cooperatives, associations and foundations) engages over 14.5 million paid employees, equivalent to about
6.5% of the working population of the EU-27 and about 7.4% in EU-15 countries. These figures also include
the vast majority of social enterprises, as they include all social enterprises using social economy legal forms,
such as social cooperatives and entrepreneurial associations. The figure below shows the social employment
share by country.
In Turkey, social enterprises are not well developed and information on the existing companies is scarce. In
the Turkish legislation there is no concrete definition of a social enterprise. The social economy and social
entrepreneurship are relatively new concepts. On the other hand, cooperatives and foundations are actively
acting like social enterprises.

Cooperatives
Today, there are 84,232 cooperatives of 26 different types in Turkey which carry out their activities under the
supervision of the Ministry of Customs and Trade (MoCT), the Ministry for Food, Agriculture and Livestock
(MoFAL) and the Ministry of Environment and Urban Planning (MoEUP). The total number of the members
of these cooperatives is about 8 million.
Cooperatives are divided among agricultural and non- agricultural ones. The highest number belongs to
housing cooperatives which are constituted for a limited period of time by co-developers corresponding to
the building construction period. There are 54,996 such housing cooperatives in total (65% of the total).
Only some of the Agricultural cooperatives provide credit while the TESKOMB network of Tradesmen and
Craftsmen Credit and Guarantee Cooperatives issue guarantees in favour of banks to cover their members’
borrowings.

26

27

Communication from the commission to the European parliament, the council, the European economic and social
committee and the committee of the regions social business initiative, creating a favourable climate for social
enterprises, key stakeholders in the social economy and innovation {sec (2011) 1278 final}.
It is very difficult to obtain accurate data on the social economy and the organisations that compose it, partly due to
the lack of standardisation of the organisation types across countries and partly due to the scant attention that
statistical offices have traditionally paid to these types of entities. Still, the most recent estimates enable a first
analysis of its makeup.
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Figure 9: Distribution of cooperatives according to their member number

Source: Turkish Cooperatives strategy and action plan, 2012.

Foundations
The Directorate General of Foundations is a governmental institution that manages and audits foundations.
The Directorate supervises the restoration of the cultural heritage as well as charity organisations, such as
social delivery of food or monetary support, based on the charters of the managed foundations; currently,
4,500 foundations are audited by the Directorate.
The Third Sector Foundation of Turkey (TUSEV), established in 1993 by Turkey’s leading civil society
organisations, has grown to support a network of over 100 foundations and associations that share a vision of
strengthening the legal, fiscal and operational infrastructure of the “third sector” in Turkey.
TUSEV has developed a comprehensive study of the sector which outlines the future of social impact
financing, and should prove as a good guide to potential support to the sector.
In April 2013, a social enterprise survey28 was jointly conducted by the Istanbul Policy Center, the Impact
Investing Policy Collaborative (IIPC), the Sabanci University and the Mercator Initiative Foundation to
gather overview information on the situation of social entrepreneurs on the ground.
The principal purpose was to determine the respondents’ financial situation as well as their specific financing
needs and, in this particular case, which type of financing they were seeking as well as the type of difficulties
they had to overcome for accessing finance. The main findings of the survey, in terms of financing and
capacity, are as follows:
•

Earnings: In terms of annual revenues, a majority of respondents (65%) earn less than TL 500,000,
although their prognoses predict slight optimism about growing revenues in the future.

•

Sources of income: On average, 43% of income of organizations in our sample is generated through goods
sold and services provided, 18% from grants, 18% from donations, another 7% from membership fees and
14% from other sources.

28

IPC, IIPC, Sabanci University, Stiftung Mercator Initiative (2013), Social and green entrepreneurship survey,
available at: http://www.socialimpactmarkets.org/wp-content/uploads/2012/11/130405_Survey-results_final1.pdf.
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•

Profits: A number of respondents admitted having made a profit in the last financial year (34%), whereas
more than 40% of them (48% for social enterprises) do not expect to reach their breaking point. Above
and beyond, 30% consider not making a profit with 100% external funding and no own income, while
38% see themselves as hybrid organisations and 23% are for profit ventures.

•

Interest in repayable finance: 34% of all respondents revealed that they were actively seeking repayable
finance, while only 7% have successfully secured repayable finance. In addition, 39% of the respondents
are interested in learning more about the subject. Noticeably, the vast majority of the respondents
admitted that they might be interested in applying to government agencies (58%) as well as to
international organisations or NGOs (53%) if they needed external finance. Moreover, nearly half of
those interested in external finance admitted that they might be interested in long term loans (44%),
followed by venture capital and private equity (41% each).

•

Loan or investment size: It is to note that, in terms of loans and investment, small amounts are preferred
by the majority of the respondents. More specifically 27% prefer amounts comprised between TL 10,000
and TL 50,000, while 52% would favour amounts comprised between TL 50,000 and TL 500,000.

•

Purposes: 63% of the respondents conceded that they would need to rely on external finance for
investment in core activities, while 59% admitted that they would have recourse to external finance to
cover operating expenses (59%).

•

Capacity constraints: The two principal restrictions to access to debt and equity finance that emerge from
the survey are internal capacity constraints and lack of suitable supply of debt or equity finance.
Furthermore, a substantial number of areas are seen as requiring further support: communication and
social media, strategy, financial management, as well as human resources.

5.7. Supply side analysis
The supply-side analysis provides an overview of the current situation regarding the supply of financial
products that are available to support the target groups identified in the two investment areas. In the sections
below, the supply of financial products provided by the main financial institutions to the final recipients
presented in the previous section is detailed. A quantification of supply of financing from each financial
institution is calculated. A summary of the supply side analysis concludes this section. Further details on the
methodology used to quantify supply is presented in Appendix B.
It is important to note that the supply analysis is constrained by the considerable amount of uncertainty in
the Turkish financial sector. Interviews conducted with relevant stakeholders, including those from the
commercial banking sector, revealed that these stakeholders were reluctant to provide figures for the current
provision of financing and the anticipated supply of financing for the coming years. In light of these
constraints, the methodologies and assumptions described in the ensuing section were used to provide a
meaningful indication of supply.
As detailed in the previous section, the final recipients identified for the programming phase 2014-2020 have
financing needs that may be perceived as not covered by the products provided by the financial institutions.
The main types of financial sources may be considered as potential suppliers of financing for these target
groups: (1) commercial banks and (2) Microfinance Institutions (MFIs) and (3) equity financing.
Overall, the legal framework of the Turkish financial market requires official licences for any type of credit
activities. As a result, only legally registered institutions can provide financial services.
Markets are detailed in the following paragraphs. A specific focus should be made on the provision of
microcredit from financial institutions to the identified final recipients in the EESP OP for 2014-2020. As
described by the European Commission, microcredit is recognised as an effective financing channel for job
creation and social inclusion, and may be a mean to attenuate the adverse effects of the current financial
crisis while contributing to entrepreneurship and economic growth in the EU. Microcredit, defined as loans
up to EUR 25,000 addresses two populations:
•

Micro-enterprises, defined as enterprises employing up to 9 employees (0 to 9 employees included);
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•

Disadvantaged people (unemployed or inactive people, receiving social assistance, immigrants,
marginalised people and people with special needs) who wish to become self-employed but do not have
access to traditional banking services.

The anticipated annual supply of the main financial products available to SMEs in 2015 has been calculated
based on several sources of information, market trends and projections, allowing for a comprehensive and
complementary approach. While specificities have been highlighted for each product, the general approach
for the calculation of supply considers all the amounts provided to SMEs for the products where data is
available for the recent years. The supply information used only concerns the SMEs and excludes large
companies.
This trend analysis is also a necessary component of the methodology, since the development of the future
supply of financial products depends, to some extent on the supply characteristics of the past. However, there
are known or assumed reasons to believe that there will be a discontinuity in the historical trend, which can
be identified or predicted.
Finally, the perception of the market developments provided by the interviewed stakeholders is a more
subjective element. Insights obtained from the relevant financial institutions have been used to estimate the
growth of their financing offer.
Table 18: Estimated annual supply by product (EUR million)
Product

Supplier

Loans

Commercial Banks

Microfinance

Microfinance Institutions

Equity

Equity finance, Funds

Total estimated amount (EUR)
EUR 156,000,000,000
EUR 15,000,000 – 20,000,000
EUR 350,000,000

Source: PwC analysis, 2015.
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6. Existing Financial Instruments and
lessons learnt
The use of the FIs has been increasingly promoted in the EU over the last 10 years, and especially in the last
programming period, several EU countries chose to design and implement FIs.
Overall, a strong momentum for the use of the FIs was generated in the last programming period. However,
absorption rates varied between countries. In order to improve the performance of FIs and the accuracy of
set targets but also the relevance of the proposed structures with the environment and needs of each country,
new regulation has been introduced in the EU.
FIs including loans, guarantees, and venture capital have been designed and implemented in Turkey during
the programming period 2007-2013.
This chapter describes a few of the general lessons learnt based on international experience with FIs as well
as initial experience from the FIs already initiated in Turkey, funded under IPA I.
Building Block 1 takes into consideration lessons learnt from international experience with reference to the
proposed instruments for Turkey under IPA II.

6.1. Lessons learnt from Turkey Financial Instruments
being implemented under IPA I
Overall, four FIs had been implemented under RCOP and HRD-OP during the last programming period
(2007-2013). As explained above these included the three EIF programmes GAGF, AVCF, TTA, and the
Finance and advice for woman in business managed by the EBRD.
Lessons learnt from the four programmes presently being implemented are only starting to emerge. Full
evaluations are not yet available and comments had been collected during interviews.
The first lesson to draw from IPA I Financial Instruments is that the implementation authority must be “on
the spot” and have sufficient manpower to liaise with its stakeholders and ensure effective grant support to
the programmes. The cooperation between IFIs and the various stakeholders should be improved.
The second general lesson learnt is that technical assistance shall target not only the end beneficiaries but all
stakeholders involved, including the implementing authorities and the public institutions, the more so that
Financial Instruments are new and complex schemes.

The Greater Anatolia Guarantee Facility (GAGF)
The scheme’s purpose is to provide partial portfolio guarantees to a number of banks through KGF, to cover
their small and micro enterprise risks as per a number of criteria.
The first important initial lesson is that the Portfolio guarantee is much more efficiently implemented than
guarantees issued on a case by case assessment basis. This is one of the most useful lessons for Turkey and
KGF which should replicate the scheme in the future. The allocations under phase one and the strong
leverage effect realised have shown that guarantees are not only a needed, but also highly efficient
instrument in supporting SMEs, especially micro-enterprises by public actors.
The second important lessons is that the absorption capacity is not always there, the second pillar of the
programme facing difficulty to be consumed within the allocated timeframe, due to insufficient demand,
either because of insufficient “bankable” projects, or insufficient demand due to the high costs of finance or
lack of strategy by intermediary financial institutions towards this segment of the market.
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The third most important lesson which needs to be investigated further is to ensure that the scheme does
effectively result in increased lending by the banks to the end beneficiaries, and not to a reduced risk for the
banks on their existing portfolio. This has not yet been assessed by MoSIT.

The Anatolia Venture Capital Fund (AVCF)
The Fund has now been in operation for more than two years but has only realised two investments. The
difficulties met and lessons learnt are the following:
•

Important instrument with clear and measurable outcomes. At the same time, the strong regional focus is
slowing down the implementation process as per the low acceptance/investment possibilities of this
product in the region.

•

Difficulty to identify high growth potential SMEs willing to open their equity to financial investors in
Turkey in general and in Eastern Turkey in particular;

•

Difficult to find capable fund managers in the country, especially regarding hands-on management
support to SMEs;

•

Necessity to support closely the emerging fund managers, especially when the funds they manage, are
invested by a Fund of funds (iVCi).

The Technology Transfer Accelerator Turkey Fund (TTA)
It is very early to draw lessons from the project which is still in the set-up phase. Initial lessons shall be:
•

Importance of keeping the partners in the venture involved as much as possible by ensuring close
involvement with stakeholders;

•

Importance of having a hands-on support team in this emerging and new sector where it is difficult to
find experienced fund managers;

•

Challenges in finding appropriate investment managers. Hence, importance of not cannibalising a full
team from another fund, “killing” that other fund in the process, not adding to the global pool of talent.

Women in Business
The programme aims to strengthen the role of female entrepreneurs in the Turkish economy and help
women-led businesses grow by providing them with a comprehensive package of financial and technical
support. As per the recent start of the programme, no detailed evaluations.
Nevertheless, besides the relative small potential target group, up to EUR 180m of EUR 300m had been
disbursed to eligible corporates. The fact that during the first year (one third of total timeframe) 60% of
commitments had been disbursed, shows the early success of the programme.

Summary
Table 19: Main lessons learnt for the 2007 - 2013 programming period
Lesson learnt

Different coverage and
experience of the financial
instruments across the two
investment areas

Description
Offering of the different financial instruments is most widespread and
developed in the field of SMEs thanks to the efforts of MoSIT and IFIs. In the
field of social policy no experience exist and awareness for such new
products have to be risen.
This development should include pilot approaches and will certainly come
along with initially higher transactions costs. In the mid-term, and as seen in
EU MS, this new approach should be able to reach a considerable number of
final beneficiaries according to the Ops targets.
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Lesson learnt

Description

Guarantees are a successful
instrument for the right
beneficiaries

Offer under IPA I is largely based on guarantees in collaboration with the
EIB Group, and the example of GAGF shows how public contributions can be
efficiently leveraged to support SMEs, and in particular micro-enterprises
who struggle with collateral requirements of banks.

Grant financing has been
crucial for some of the areas
and will remain important

Certain areas have been fully or partly covered by grants and have therefore
been crucial for the development of these areas (e.g. start-up companies,
energy efficiency, specific incentives for research and development, and
certain sectors of agriculture). Based on interviews conducted, similar
expectations and challenges were pointed out, i.e. that stakeholders will not
want to obtain financing via financial instruments, as they are not willing to
adapt to this type of financing.
Hence, the acceptance of FI, where feasible, has to be stronger promoted.

Geographical coverage and
focus

The unbalanced development of Turkey, as seen per the market analysis,
creates certain challenges for the development of FIs. Surely, there is the
objective to develop sophisticated economic development in low income
region including related financial products. On the other hand, regional
absorption capacities, development levels and social indicators have to be
taken into account. Micro-loans, guarantees for micro-enterprises and to a
lesser degree VC, seem to match market demand in low income regions
stronger than sophisticated products for large SMEs which in any case have
an easier access to commercial financial products.
With regard to the uncertain development of the Turkish market and regions
in particular, a flexible regional approach is recommended for FIs in Turkey.

Overlapping of different
instruments, especially grants,
by public institutions

Same or similar types of grants and products offered through different
stakeholders in the same area and in the same time period have to be taken
into account and coordinated stronger. While not in the scope of this
assignment, a stronger high level coordination between involved local,
national and international actors is recommended.

Divided opinions on
effectiveness of financial
instruments

Different opinions exist regarding combination of guarantees and interest
rate subsidies considered as an (cost) effective instrument.

Low visibility

Despite its success, knowledge of FI, its process and impact was not
communicated sufficiently. Especially, stronger involvement of banks is
recommended to leverage their knowledge and experience of the market.

Source: PwC analysis, 2015.

6.2. Lessons learnt from international experience with
Financial Instruments
Key findings from the EIB Final Report “Financial Instruments, a stock –taking Exercise in Preparation for
the 2014 – 2020 Programming Period” indicate the following important lessons to be taken into
consideration when developing Financial Instruments:
•

Flexibility: Providing as much flexibility as possible in FI design together with clear risk and return ratios
to help increasing private sector investment in Final Recipients or FIs. Given that eligibility and state aid
rules already hamper final beneficiaries in benefitting from FIs, it is important to limit the eligibility rules
only to the strictly necessary ones, and to try and preserve for the instruments as much flexibility in
meeting demand as possible. It is also important to allow for an easy re-allocation of resources from the
non-performing to performing instruments, by grouping them under a Fund-of-Funds at national level

•

Suitability: The role of the FIs in the deployment of funds is crucial to maximise such benefits of
instruments portfolio as: utilisation of public resources, gearing of private resources and investors,
deployment of the instrument in accordance with the contractual obligations to the HF manager to
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ensure transfer of benefits to the beneficiaries with transparency, accountability and compliance with
national legislation and EU regulations. The selection of the FIs should be carried out in the framework
of all the above with full impartiality, and on the basis of a thorough assessment that includes technical
expertise and know-how;
•

Provision of Technical Assistance (TA) across a range of technical, legal, and financial issues (whether
through or outside of a Holding Fund (HF), targeting all stakeholders (capacity building programme for
all actors, especially where the use of FIs is newer));

•

Key Performance Indicators shall be specifically adapted to these special instruments. An accurate
evaluation of the results of financial instruments can only be made after the instruments have been
wound down, the losses of debt instruments have incurred, and the equity funds have closed. It is well
known that such instruments have a slow start and most equity gains or guarantee portfolio losses occur
towards the end of their lives. Furthermore, the indicators used in the FIs evaluation must be different
from those used in grant evaluation.

•

Importance to consider from the start the possible involvement of private financial institutions,
associating them early on to the design process, including consideration towards risk or remuneration
preferential treatment (depending on non-financial criteria imposed in the scheme);

•

Importance of ensuring from the start that the EU and IFIs rules and procedures do not conflict.
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7. Building Block 1: Market
assessment of the investment areas
This section of the study provides consideration and guidance for the application of FIs in the two investment
areas. The analysis of the investment areas presented in this chapter covers the major steps of the ex-ante
assessment from Building Block 1 – market assessment, as designated in the good practice of ex-ante
assessment for Financial Instruments (Vol. I – general methodology).
For each of the investment areas for which a specific level guidance and analysis is provided, the sections of
the chapter cover the following steps of the ex-ante assessment:
Analysis of market failures, suboptimal investment situations and investments needs
For each investment area we conduct a demand-side analysis for financial products where we: (i) identify the
main actors needing financing in Turkey; (ii) ensure that a potential pipeline of projects exists29; (iii) assess
which financial products are the most suited to the identified project pipeline; (iv) identify a rough estimate
of the amounts necessary to finance these projects. The analysis is based upon information gathered through
desk research as well as an extensive round of interviews with key public and private sector actors in the
focus areas.
We then perform a gap analysis to compare the results of the sector-specific demand analysis with the
supply-side analysis in order to identify any potential market failures and sub-optimal investment situations
that could be addressed through dedicated FIs established using OP resources.
Value added of the potential future Financial Instruments
Using the information gathered during the identification of potential market failures and sub-optimal
investment situations, we assess the value added of the envisaged FI and compare it with other possible
forms of intervention (e.g. alternative FIs, grants) in addition to identifying possible interactions with
existing public interventions.
Estimate of additional public and private resources
In this step, we assess the potential public and private co-financing resources associated with the
implementation of the envisaged FI. This includes identifying the origin of the resources, when they would
potentially be available and estimating the leverage effect for the FI.
Review of lessons learnt from past and existing funds in other Member States
As part of the continuous improvement principle set out in the requirements for the ex-ante assessment, we
identify and analyse relevant past experiences regarding the use of similar existing funds/instruments in
other relevant Member States. We then analyse the main success factors/pitfalls of the cases examined in
order to use the experience gained to enhance the performance of the envisaged FI in Turkey.

7.1. Competitiveness and Innovation
7.1.1. Market failures, suboptimal investment situations and
financing needs
Well developed and functioning markets are necessary for any economy whose objective is to achieve
sustained productivity and growth, while still ensuring that national resources are allocated to their most
effective use. Market efficiency becomes especially important as economies move advanced stages of
29

Only valid for innovation.
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development, where competitiveness is determined by efficiency and innovation rather than purely factor
cost.
The present subsection provides insights on the current situation of the Turkish economy. It focuses on the
market from different angles. In particular, it provides an overview of the business structure of the country in
terms of business categories and how this structure affects investments and incentives for the development
and modernisation of the economy. The first part of the subsection presents a general description of the
market’s situation, while the second part of the subsection presents the methodologies utilised to perform the
gap analysis.
Before it is possible to proceed to the analysis of demand for financial support through FIs in the coming
2014-2020 programming period, it is necessary to translate the policy objectives of the OP into differentiable
target groups. This was done through the analysis of the CISOP for 2014-2020 conducted in Chapter 3. The
four target groups identified previously that may benefit from FIs under CISOP for 2014-2020 are:
•

SMEs;

•

Manufacturing SMEs;

•

Innovative SMEs;

•

Creative SMEs; and

•

SMEs (and especially start-ups) looking for equity financing.

The demand analysis provides an indication of the qualitative and quantitative aspects of demand for support
through FIs and contribute towards the identification of a financing gap as well as of the market failures.
Based on calculations under Appendix B, annual demand is quantified. Finally, financing gaps are shown for
identified target groups under CISOP. Ultimately, this analysis provides the elements with which to develop
meaningful recommendations in the proposed investment guidelines under Building Block 2.

Demand for Competitiveness and Innovation
Corporate sector and large enterprises
The OECD Economic Surveys: Turkey 2014 summarises the corporate sector in the following manner:
“Despite strong growth in the 2000s, Turkey’s business sector has remained highly fragmented and its
productivity performance uneven. This has kept worker incomes, job quality and human capital on diverging
paths. Sustaining inclusive growth will require overcoming this segmentation, accelerating the creation of
high-productivity workplaces and promoting better jobs. As different sources of data point out, there is large
heterogeneity on the types of enterprises within the economy.”
As indicated in Chapter 4, the Turkish economy is mainly composed of SMEs which represent up to 99.8% of
the total number of businesses. According to the Turkish Statistical Institute, in 2011 there were a total of
3,506 large enterprises (250 or more employees) active in the country. These companies accounted for nearly
a quarter of the total formal employment, and 44.6 % of the total production value of the economy. In the
matters of productivity and business activity do large corporates dominate the Turkish economy: they add
the highest economic value, employ most workers, are active on the international level and have hence the
easiest access to all kinds of external financing. Large corporates are seeking the biggest share in available
bank finance in the country and have the necessary assets to provide demanded collateral.
In the light of these figures, such a concentration of employment and production around a marginal share of
businesses indicates that any initiatives or efforts to increase the competitiveness of large companies, either
through human or physical capital investments is not necessary from public actors.

Small and medium-sized enterprises
Turkey’s SMEs represent approximately 2.5 million companies in 2013 (or 99.8% of the overall total of
businesses). More in-depth information accessible at the Turkish Statistical Institute indicates a
concentration of nearly 79% of SMEs in 2011 around three principal sectors: a) wholesale and retail trade, b)
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transportation and storage, and c) manufacturing, respectively at 40.4%, 15.9%, and 12.7% of total SMEs.
New registered businesses, as a proxy for entrepreneurship in an economy dominated by SMEs has
increasing and decreasing cycles all along the period 2003-2014; in average approximately 48,160 new
businesses were created per year during this period.
According to the enterprise survey carried out by the World Bank survey, SMEs stated that the biggest
obstacles for doing business are the tax rates, practises in the informal sector, political instability and access
to finance. The SAFE survey states access to finance as the fourth most pressing problem for SMEs after
finding customers, availability of skilled staff, and costs of production or labour. Turkey’s SMEs did not feel
the credit crunch as tightly as their EU peers.
Statistics on bank credits for SMEs have been prepared and published since 2007 by the Banking Regulation
and Supervision Agency (BDDK). While credits were constantly increasing since 2001 and grew hand in hand
with economic activities in the country, SME loans grew as a share of total bank portfolios. Alternative
sources of finance such as angel investors, credit guarantee funds and venture capital companies are
insufficient and often, inaccessible, for SMEs in Turkey. In addition to that, background and knowledge level
of SME owners, play an important role financial problems of SMEs. As most SME owners/managers come
from a technical or engineering background, their knowledge about finance and accounting is most cases, is
significantly limited. Whilst that, most SME owner/managers refrain from hiring professional finance
managers for not delegating their “managerial power”, which causes their financial problems to grow.
The SAFE survey carried out in 2013 allows to characterise Turkish enterprises in more detail. While the
results only of a sample, it gives valuable indications on the structure of enterprises. Accordingly, 90% of
SMEs are owned by families or entrepreneurs. 88% by males (95% in 2011).
According to the statistics, 57.8% of SMEs (48.9% in 2011) used bank loans during the last 6 month and
other 17.9% have experience in using it. Meaning that 23.9% (30.6% in 2011) have never used banking loans.
Banking loans and trade credit are the most important financing sources for Turkish SMEs.
Table 20: Experience in the use of financial products
Financial products

General

Last 6 month

Bank loan (new or renewal; excluding overdraft and credit lines)

75.7%

57.8%

Trade credit

61.4%

46.8%

Equity

46.6%

28.7%

Grants or subsidised bank loan

44.0%

17.3%

Leasing or hire-purchase or factoring

37.5%

18.0%

Bank overdraft, credit line or credit cards overdraft

37.4%

18.7%

Retained earnings or sale of assets

35.8%

16.6%

Other loan (for instance from a related company or shareholders, excluding
trade credit; from family and friends)

31.6%

13.0%

Debt securities issued

19.9%

4.1%

Subordinated loans, participation loans or similar financing instruments

19.2%

4.5%

Source: SAFE survey, 2013.

When it comes to bank loans, 2.3% did not apply because of a possible rejection. 67.9% applied and got
everything they applied for (43.1% in 2011) compared to 64.5% on EU-28 level. 25.8% applied and received
less than they asked for as compared to 16.3% in the EU. The rejection rate of 3.2% (2.5% in 2011) is one of
the lowest in all surveyed countries (EU average 12.6%).
When asked if the willingness of banks improved to provide loans, nearly 62% answered with yes in
comparison to 14% in the EU-28. Those 70.6% who received a loan during the last two years, got it with 96%
mainly from banks.
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Table 21: Loans used by Turkish SMEs (2013)
Loan size

Percentage

We did not take a loan

25.9%

Smaller than EUR 25,000

18.6%

EUR 25,000 - 99,999

19.0%

EUR 100,000 - 249,999

14.4%

EUR 250,000 - 1 million

10.6%

Over EUR 1 million

8.1%

Source: SAFE survey, 2013.

With regard to purpose, most loans were used for working capital needs (55%) and less for investment needs
(33.8%). While working capital needs were higher than in EU-28 (43.3%) investment needs were lower
(44.3%). Here seems to be a critical point which is elaborated in more detail.
Table 22: Purpose of loans used (2013)
Purpose

Percentage

Working capital

55.0%

Land/ buildings or Equipment/vehicles

33.8%

Research and development or intellectual property

1.9%

Promotion

-

Staff training

-

Buying another business

1.6%

Other

15.3%

Source: SAFE survey, 2013.

The Worldbank judges the general development of credits to SMEs as very positive, especially in comparison
to the nineties or early years of the twenties century. Likewise, the development is very positive in
comparison to EU-28. Nevertheless, problems with regard to access to finance seem to exist for niche
markets and sectors as well as micro and small enterprises. SMEs are generally set up with limited equity
capital so they need to find loans in order to finance their operations. Likewise, Turkish SMEs seem reluctant
to accept foreign ownership and related products to increase equity: Among the ECA countries, Turkey ranks
second to last in share of foreign ownership in private firms. In this regard, banks are one of the most
important financing sources and at the same time relatively risk aversive when it comes to smaller SMEs,
collateral, and regions outside of the main economic hubs of the country.
Especially, the informality of many enterprises prevent banks from increasing lending to SMEs, particularly
micro enterprises. The high level of informality and semi-formality in the micro-segment of the Turkish SME
sector causes hence a problem. In the opinion of the Union of Chambers and Commodity Exchanges of
Turkey (in which all registered businesses are required to be members), semi-formal registered
microbusinesses may not be recording up to 50% of their financial activities in their accounting. This
prevents banks from fully meeting their real needs for loan capital, and prevents semi-formal businesses
from providing adequate loan collateral. Banks are not allowed to provide enterprise loans at all to informal,
unregistered businesses, though they can still extend consumer loans to them (that are then used for
business purposes by these unregistered entrepreneurs). However, there are regulations in place establishing
limits on banks’ consumer lending.
Secondly, banks usually require SMEs to offer onerous collateral requirements. According to statistics for
2009, small and medium-sized enterprises are required 100 and 91% of loan value as collateral. While these
numbers are among the lowest in the ECA region, but with regard to the informal and semi-informal
activities these requirements are a burden for companies. No surprisingly, collateral requirements vary
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between regions: especially in the Aegean region collateral requirements (up to 150%) are higher than for
example in the Marmara region (80-90%).
Figure 10: Value of Collateral as % of Loan Value, 2009

Source: Turkish Statistical Institute (TUIK), 2010.

When all conditions are met for receiving a loan by SMEs, other significant barriers may remain as they are
charged with higher interest rates than large corporates. While no precise data per SME size exists,
interviewees clearly pointed out that especially smaller SMEs have rather access to short-term loans with
high interest rates in comparison with larger corporates.
There are other possible reasons for higher interest rate imposed on the SME loans in Turkey. The first one is
about the riskiness of SMEs. Because the scale and production capacity of SMEs are lower than larger
entrepreneurs, the risk of bankruptcy is higher for them. Vulnerability in management also increases the risk
of SMEs in the eyes of banks so SMEs are charged higher interest rate. The second one is about bargaining
power. Because SMEs are dependent on bank credits in Turkey and have limited access to other funds, they
usually accept the interest rate that banks offer. Thirdly, because the amount of loan demanded by SMEs is
relatively lower than larger firms, they are charged higher interest.
Finance from capital markets is an important alternative for larger SMEs. In capital markets, SMEs can sell
stocks, issue bonds to increase their capital. However SMEs in Turkey do not benefit so much from capital
markets.
The private sector does not have the right to issue bonds in order to increase their capital in Turkey. Only the
government can issue treasury bills which also lead to the shrinkage of credit market for private sector. In
addition, benefiting from stock-exchange market is not easy for SMEs. There are quite strict criteria and
regulations for firms which want to go public. Other reasons restricting the access of SMEs to the stock
market (Kutlu and Demirci, 2007: 192) are as follows:
•

Cost of going public (accounting consultancy costs, ads, commissions etc.);

•

Size of SMEs ( e.g. insufficient opening capital);

•

Organisation and accounting structure of SMEs;

•

Desire of SMEs to operate informally (to pay less income tax);

•

Psychological reasons (Fear of losing the control of management, finding capital markets less useful etc.).

During the unstable periods of Turkish economy, equity capital may not be enough for SMEs to finance their
operations. Therefore, they become in need of more capital. Because of difficult access to finance, SMEs can
easily go bankrupt. This is even the case for larger firms in Turkey. According to the research of Istanbul
Chamber of Industry (ISO), in 2012, insufficient equity capital disturbed nearly 40% of the chamber
members, and almost half of the members were having difficulty in acquiring working capital.
SMEs in Turkey have different types of financial problems to deal with. Common financial problems can be
listed as follows:
•

Difficult access to bank credit;
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•

Higher interest rate with short term maturity;

•

Insufficient access to capital market instruments;

•

Insufficient equity capital;

•

Lack of financial management;

•

Insufficient Access to Capital Market Instruments; and

•

Insufficient Equity Capital.

It is important to notice that the government encourages public and private banks to increase lending to
SMEs. SMEs in Turkey had the highest rate of credit application at 42%, compared to around 30% in France
or Luxembourg, while the percentage of potential loan beneficiary SMEs reached 71%, which is higher than
in many other European countries.
It is also reported that the Turkish banks presented the highest percentage of willingness to lend to SMEs in
Europe. It must be stated however, again as per above quoted study, that SMEs’ need of credit was the
highest at 24%. Turkish SMEs have to wait much longer to be paid by their customers (80 days) than the
average EU firm (51 days) which has an impact on cash flows. In addition, around 6% of receivables have to
be written off because of non-payment, above the EU average of around 4%.
The demand for financing was met as follows in the market in 2013: 64% of Turkish SMEs used only external
financing (against 54% for the EU average), 16% used a mix of internal and external financing (against 22%
for EU countries), and around 20% “did not use any source of financing” (a similar rate as in the EU
countries) and a negligible part (close to 0%) used only internal financing.
As usual, these characteristics are all the more prevalent for the smaller enterprises while further difficulties
arise from young enterprises with limited collaterals availability and no track records. According to various
estimates, the Turkish informal sector represents between 10 to 40% of GDP while the recently announced
Plan against the Informal Economy estimates its importance at 26.5% of GDP and unregistered employment
at 35%. As a matter of comparison, the informal sector in EU countries is estimated at 7%. This informal
segment of the market is not well served by the financial sector, except through personal loans, although the
informal lending sector, which is reported to be small and having diminished in the last few years, has not
been properly estimated yet, and is thought to be more significant in the less developed regions, in line with
higher informal economies.
Finally, women and handicapped persons face an uphill battle with usually even less managerial experience,
financial resources and collateral when trying to access loans

Manufacturing and production
According to TurkStat, 12.7% of all SMEs were active in manufacturing, which is equal to around 300,000
enterprises employing 25% of the total labour force (more than 2 million employees).
Despite employing one quarter of the active labour force, productivity is especially low for small enterprises,
while added value is driven by large corporates. Most manufacturers in Turkey currently operate in mediumlow and low level industry sectors, reaching to a very high percentage of 89%, which prevent them from
benefiting low cost advantage.
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Figure 11: Productivity per sector and company size

Source: OECD, 2015.

The development of the manufacturing sector is crucial for the country’s development, a fact acknowledged
by various public sources. Strengthened production within the manufacturing industry is manifested by an
increasing number of exports. Exports grew by a compound annual growth rate of 7% from 2007 to 2012 and
13% from the previous year to more than TL 481 billion. An analysis of Turkey’s manufacturing export data
in 2012 reveals that the manufacture of basic metals had the highest share in total manufacturing exports
with 20%, followed by textiles and apparel with 18%.
When it comes to financing, a major problem for SMEs, as well mid-caps, is long term financing of
investments goods.

Innovation, Research & Development
The Turkish Research and Innovation system is weaker than the EU average in all domains except innovation
in SMEs and public expenditure on R&D financed by business enterprise as a % of GDP. The weakest
domains are: human resources, patents and public-private scientific co-publications. More specifically
Turkey is behind countries with similar knowledge capacity and economic background in human resources,
having low levels of new graduates and doctoral degrees in science and engineering.
Figure 12: Turkey’s R&D performance

Source: SBA Factsheet, 2014.
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According to the Turkish Statistical Institute (TurkStat), the share of gross domestic expenditure on R&D in
GDP was 1.01% in 2014, less than half the European average for the same year (2.03%). This amounted to
TL 17.6 billion, an increase of 10% compared to the previous year.
As an overall trend, R&D expenditure increased in all sectors and business R&D intensity grew from 0.34%
in 2009 to 0.37% in 2011, according to DG Research and Innovation – Unit for Analyses and monitoring of
National Research policies. Even if Turkey’s business R&D intensity is under the EU average of 1.3%, it shows
an average annual growth of 2.0%.
Figure 13: Gross domestic expenditure on R&D as a percentage of GDP

Source: Eurostat, 2015.

TurkStat’s most recent Research and Development Activities Survey 2014 30 revealed that most of the
research and development financing went to the business enterprises sector (49.8%), followed by the sectors
of higher education (40.5%) and the public sector (9.7%) respectively.
Figure 14: R&D expenditure by sector

Source: TurkStat, 2014.

TurkStat’s Research and Development Activities Survey 2014 also revealed that research and development
expenditure was largely funded by business enterprises in 2014 (50.9%), followed by the sectors of general
government (26.3%), higher education (18.4%), other national sources (3.4%) and foreign funds (1.1%)
respectively.

30

Research and Development Activities Survey conducted by the Turkish Statistical Institute in 2014 (last updated
version from 17 November 2015.
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Figure 15: R&D expenditure by sector

Source: TurkStat, 2014.

Additionally, TurkStat’s Research and Development Activities Survey 2014 revealed the distribution of male
and female personnel engaged in research and development activities by sector. In this respect, for both
genders, 53.7% were employed in the sector of business enterprise, 35.7% in higher education and 10.6% in
the sector of general government, in 2014. Above and beyond, 34 826 females were engaged in R&D, which
constitutes a share of 30.2%, distributed according to the following percentages: 23.2% in the business
sector, 25.7% in the sector of general government 42% in higher education.
Lastly, the same survey determined in part the geographical distribution of research and development
expenditure by statistical regions in 2014. In this respect, the highest rank is attained by West Anatolia
(26.4%), which consists of Ankara, Konya and Karaman, directly followed by East Marmara (22.7%) and,
lastly, Istanbul (21.6%).
Figure 16: The spread of R&D centres across Turkey

Source: Chambers and Commodity Exchanges of Turkey, 2014.

As shown in the figure above, R&D centres are unevenly distributed across Turkey. Nevertheless, two general
observations can be made: On the one hand, most areas on the Eastern, Northern and Southern part of the
country (Black Sea Region, Easter Anatolia, South-eastern Anatolia and the Mediterranean Region) appear to
have more provinces where the average number of R&D centres varies between 1 and 3. On the other hand,
most areas located on the Western and Central part of the country (Marmara Region, Ege Region and Inner
Anatolia) seem to concentrate a significant number of provinces where the average number of R&D centres is
either comprised between 4 and 6 (8), 7 and 9 (4) or between 10 and more (4). Noticeably, the provinces of
Ankara, Kocaeli, Bursa, and Izmir stand out, since they include the highest average number of R&D centres,
comprised between 10 and more.
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Figure 17: R&D centres according to sector

Source: ISPAT, 2014.

As shown in the figure above, the automotive subsidiary sector comprises the largest share of R&D centres in
Turkey, accounting for almost one third of all sectors combined. As for the majority of the other sectors (ICT,
durable consumer goods, automotive, defence, electronic, chemical and textile), the repartition of R&D
centres seems fairly uniform (ranging from 6% to 9%), except for the pharmaceutical, glass & ceramic or iron
& other metals’ sectors for which the repartition remains rather low (ranging from 2% to 4%).
Recently, the Turkish government became aware that in order to build a long term sustainable growth and
build up its competitive edge, technology is a must. Thus, among other government driven initiatives, several
key measures were taken to strengthen university research and the current laws on
intellectual property.
Among all 180 Turkish universities, only a minority of about 15 universities have a significant economic
impact and commercialisation strategy, reflected by the indexation of the Turkish Ministry of Science,
Industry and Technology, shown below.
Table 23: Innovative University Index 2015
No

Univerist y

Tot al

Scient ific and
Technological
Research Compet ence

Int ellect ual Propert y
Tool

Cooperat ion and
Int eract ion

Ent repreneurship
and Innovat ion
Cult ure

Economic Impact and
Commercialisat ion

1

Sabanci Universit y

88.4

19.9

11.3

25

13.5

18.8

2

Ort aDoğu Universit y

85.96

19.7

11.4

23.1

13.1

18.8

3

Bogazici Universit y

7 9.66

18

8.8

24.7

9.4

18.8

4

Ihsan Dogramacı
Universit y

7 8.1

16.4

8.2

25

11

17 .5

5

Koc Universit y

7 6.44

16.6

10.9

23.8

7 .8

17 .4

6

İst anbul Technic
Universit y

7 4.94

15.5

6.4

22.3

12

18.7

7

Ozy eginUniversit y

7 3.47

16.5

6.9

21.8

11.7

16.6

7 0.49

19.5

7 .7

22.2

8.6

12.5

66.56

16.2

12.9

18.4

7 .5

11.5

63.93

10.5

10.6

19

12

11.9
17 .5

8
9
10
11

İzmir High
Technology Inst it ut e
TOBB Eco. and Tech.
Universit y
Yildiz Tech.
Universit y
Gebze Technical
Universit y

60.43

18.01

3.8

19.8

1.3

12

Selcuk Universit y

59.11

10.6

10.9

13.9

12.3

11.4

13

Erciy es Universit y

56.43

11.7

3.8

13.6

14.8

12.6

14

Hacet t epe Universit y

54.57

12.6

8.2

14.8

9.8

9

15

Ege Universit y

54.26

11.5

4

17 .5

13.7

7 .6

Source: Turkish Ministry of Science, Industry and Technology, 2015.
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Most of the universities with a dedicated TTO are engaged more in project management and industry liaison
type activities, such as trying to build a more robust industry sponsored project portfolio, often leveraging
government or EU grants. In spite of these efforts, technology transfer (in the sense of licensing
university technology to industry) remains underdeveloped. Nor has it reached the top
priorities for most university administrators or the priority list of industrial partners.
In recent years, Turkey experienced a transformation positively impacting the technology market, both
stemming from the demand and supply-side developments in the same way. On the consumer front,
domestic demand for products rooted in advanced technology has grown drastically. Similarly, business
activity in Turkey in the field of advanced technology has also shown an upward trend 31.
In terms of advanced technologies, the 12 NUTS II Regions, in the Eastern and South-western part of Turkey
represent high potential for Turkey as per the strong existing needs in supporting these regions. As they are
associated with positive outcomes such as increasing regional development or directly impacting individuals’
prosperity and well-being, these regions represent a strategic area for to Turkey’s development path from a
public investment perspective.
Regarding the patent and utility model certifications, there is an imbalance between NUTS II. On one hand,
the number of certified patents in 2014 is 51 for NUTS II Regions, accounting for only about 4.08 % of the
number of whole certified patents in Turkey. On the other hand, the number of utility model certifications is
204, which constitutes 8.3 % of the total of Turkey’s certified utility models in 2014 32.
Furthermore, Turkey is on place 24 when it comes to the number of projects won in H2020, and on place 23
as a total contribution to be received from H2020 in a total list of 35 countries. Still, none of the Turkish
Research Institutes or Universities is in the top 100 in terms of amounts received from H2020 or as the
number of successful, financed projects. At the moment, key obstacles dealing with innovation, which have
been identified by companies are: access to external sources of funding for the development of products and
internationalisation; access to highly qualified personnel; and access to market information and the legal
system, particularly in terms of patentability and standardisation.

Start-ups and new enterprises
According to 2008 research of TESK (Confederation of Tradesmen and Artisans of Turkey), nearly 72% of
SMEs set up their business with their own capital. Furthermore, 58% of SMEs do not take loans in order to
set up their business or to maintain operations (Yüksel, 2011: 86-87).
Between January 2014 and December 2014, newly established companies amounted to 57,760 taking all
sectors into consideration. This represents an increase of over 16.39% over the previous year. As an overall
trend between the years 2010 and 2014, the number of newly established companies was steadily increasing,
with an approximate year average of 49,734. A shift in this trend has however been observed between 2011
and 2012 as the number of newly created companies plummeted from 53,383 to 38,823.

31
32

http://www.forbes.com/sites#/sites/groupthink/2014/07/09/turkey-is-becoming-a-new-kind-of-silicon- valley.
http://www.tpe.gov.tr/TurkPatentEnstitusu/statistics.
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Figure 18: Number of newly established companies

Source: Word Bank, 2015.

As regards the year 2014, amongst the 57,760 new companies created, 10,324 were public limited-liability
companies, whilst the remaining corresponded to limited companies. Overall, the range of public capital
comprised between 50,000 and 100,000 includes the highest share of newly created companies.
Nevertheless, taken both individually, the most significant share for public limited-liability companies (70%,
i.e. a total number of 7,231) is undertaken by businesses whose registered capital is between 50.000 and
100.000 Turkish Liras, whilst limited companies take their largest share (26.94%) for a registered capital
comprised between 5.000 and 10.000 Turkish Liras.
In 2012, with the aim to explore the socio-economic attributes affecting the success of entrepreneurs
operating within technoparks, the Turkish Ministry of Development conducted a survey of 1,800 innovative
enterprises located in 33 technoparks. One key aspect of the survey related to the financing sources of
enterprises newly established by entrepreneurs. It notably revealed that a vast majority of entrepreneurs
(60%) lean towards State aids, followed by commercial credits (53%) and family circles (48%). In more
details, commercial credit is generally preferred as a way of financing by high-growth enterprises (59%),
followed by family circles (34%), leasing (22%), business circles (16%), State aids (69%) and other financial
resources (16%).
By way of comparison, these figures respectively amount to 69% for commercial credit, 47% for family
circles, 15% for leasing, 16% for business circles, 49% for State aids, and 17% for other financial resources. It
is therefore possible to establish that high-growth enterprises prefer State aids as a major financing resource,
while non-high-growth enterprises are rather geared towards commercial credits.

Creative Industry
The ‘creative sector’ is an emerging sector also in this region and stands more or less on the same level of
other European countries, except for Turkey which is about half the level, but in strong growth. The cultural
and creative industries are confirmed as a clustered phenomenon and concentrated in major urban areas in
these countries. The dominant sectors that characterise the three countries are the traditional industries such
as Advertising, Architecture, Entertainment and Publishing. According to the NACE code R Arts,
Entertainment, and Recreation, the population consists of 11,934 enterprises.
The study 'Challenges for being a “creative entrepreneur” in Turkey - a comparative analysis of cultural policy
development in the field of cultural-creative entrepreneurship', by Dr. Gokce Dervisoglu Okandan gives some
insights into the financing situation of creative enterprises.
There were about 108 institutions participating in the survey, most of them belonging to the design group
(architectural, industrial, graphic and fashion design), the communication group (consulting/education and
event management activities), the tech group (multimedia, software, game) and the cultural industries
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(music, publishing, etc.). As well areas such as real estate development, gastronomy- culinary arts, logistics,
NGO management are mentioned as creative activities.
Despite the lack of a clear definition of the creative industry in Turkey, efforts are being pursued towards one
end. This has not yet triggered the inclusion of such category in the general support mechanism for SME’s in
Turkey, KOSGEB.
In terms of employment, the study shows that more than 90% of the companies surveyed have under 50
employees. The remaining 10% of the companies are about equally 50-100 and above 100 employees. This
provides already important hints concerning the challenges these types of enterprises might face towards
financing.
Figure 19: Employment in the surveyed companies of the creative industry, no. of employees and
percentage in total

Source: Study Challenges for being a “creative entrepreneur”, 2013.

Since the scene of Turkish creative industry has a similar picture to the European one, financing of the
companies faces the issue of sustainability and how to better integrate legal and resources challenges. More
than 70% of the companies have been financed via own capital and bank loans while venture capital and
crowdfunding account all together only 3%.
Figure 20: Financing of the creative industry by type of support, % in total financing

Source: Study Challenges for being a “creative entrepreneur”, 2013.

The major problem entrepreneurs faced during their start-up is related to financial management issues, high
competition in the industry and lack of market knowledge.
Financial support mechanisms plays a major role in the development of the Turkish creative industry.
Schemes such as tax exemptions and state funds are given as first suggestions for financial mechanisms; they

Carrying out a gap analysis for the design of Financial Instruments in Turkey
PwC

21 December 2015
69

Final Report
Private and confidential

can be complemented by financial advice, SME friendly growth loans, crowdfunding and Horizon 2020
projects.
A key aspect of the financing in the creative industry is the target industry inside (or combination of
industries) that will trigger effect on the entire economy and therefore possibly facilitate positive changes in
the Turkish support mechanism (towards inclusion of the creative industry in KOSGEB).

Overall demand from target groups under CISOP
Our desktop research and executed interviews have shown the demand for funding for SMEs in general, but
also for the manufacturing and production sector, and R&D and innovation in particular. Additionally the
situation of start-ups and the creative industry were considered.
Throughout the analysis, we have identified the following advantages and disadvantages of the Turkish
corporate demand for financing:
•

Turkey’s SMEs saw a strong growth throughout the last year. While they contribute considerably to
employment and economic activities, their productivity is far below the productivity of large corporates;

•

When it comes to access to finance, the majority of SMEs report low rejection rates. Certain indicators
with regard to access to finance show a better performance than the EU-28 average33. At the same time,
banks are relatively risk aversive when it comes to micro SMEs, collateral requirements, long-term
financing, R&D financing and financing of enterprises in regions outside of the main economic hubs of
the country;

•

High collateral requirements are an obstacle to obtain finance, especially for micro SMEs;

•

Informality of SMEs or the reluctance of reporting full numbers is another mentionable obstacle for
SMEs in Turkey;

•

Turkey has a low share of investments in R&D, particularly in the business sector;

•

Weak innovation activity of enterprises, underexploited knowledge-based (patents, brands, models)
potential of the capital;

•

Weak incorporation of Turkish enterprises in global value chains; exports and imports are led by large
corporates rather than by small SMEs; and

•

Fragmentation of supporting institutions that do not have sufficient critical mass - the absence of a
strategic approach. Focus on the development of products based on the development of technologies
(push factor) with too little emphasis on the development of services/experiences (pull factor).

With the above-mentioned final recipients identified, an analysis is conducted in order to demonstrate the
demand for support via FIs for both OPs separately. This analysis is based on the available indicators for the
different final recipients and the interviews conducted with the key stakeholders. The demand for financing
calculated in the following paragraphs may include overlaps between the different populations and therefore
should primarily be considered as an indication of the financing needed by the final recipients identified.
The methodology used to quantify demand and the analysis of the potential demand expressed by these final
recipients is analysed in the following paragraphs. Calculations and assumptions related to the demand
analysis are stated in detail in Appendix B.

33

According to the SBA fact sheet, Turkey’s performance, on the macro level, is over EU average with regard to (i)
rejected loan applications and unacceptable loan offers, (ii) access to public financial support including guarantees,
and (iii) willingness of banks to provide a loan.

Carrying out a gap analysis for the design of Financial Instruments in Turkey
PwC

21 December 2015
70

Final Report
Private and confidential

Table 24: Estimation of potential demand per final recipient under CISOP
Final recipient

Population

All SMEs

1,317,008 enterprises

Estimated amounts (EUR bn)
165.6 – 183.1

Manufacturing SMEs

303,139 enterprises

56.0 – 61.8

Innovative SMEs

248,898 enterprises

3.2 – 3.5

Creative SMEs

11,934 enterprises

All SMEs equity demand

23,869 enterprises

0.36 – 0.39
5.7 – 6.3

Source: PwC analysis, 2015.

Financing Gaps under CISOP
With the results of the supply-side and demand-side analysis it is possible to properly understand the
situation in the Turkish market and identify the presence of market failures, suboptimal investment
situations and unmet investment needs. This is an important requirement in the justification for public
intervention through the creation and implementation of Financial Instruments. This is also in line with
Article 37(1) and (2) of the Common Provisions Regulation (CPR), which states that FIs are to be
implemented to support investments that are expected to be financially viable but unable to raise sufficient
funding on the market due to the presence of market failures or suboptimal investment situations.
The concept of a market failure is that of a situation where non-functioning aspects of the market lead to an
inefficient allocation of resources and entail the underproduction or overproduction of certain goods and
services. Market failures can generally be classed as failures that arise from a structural issue in the market,
on the side of the supplier, or on the side of demand. Market failures can also be typical in certain sectors like
microfinance for social inclusion or social enterprises financing for example. Suboptimal investment
situations on the other hand are a specific type of market failure for which FIs are well suited to address
based on past evidence. These situations occur when investment activities do not perform according to
expectation by failing to achieve a policy objective, often with a history of longstanding failure to do so.
The purpose of this section is to unify the results of the supply analysis and the demand analysis in order to
better understand the difference between the availability of supply in the market for the two investment
areas. By comparing these it is possible to develop an indicative financial gap which could be bridged by FIs,
thus justifying their creation. However, as previously mentioned, because of the limited amount of
information made available by the relevant stakeholders, a full quantification of supply and demand is not
possible, but it is nonetheless possible to develop a good understanding of the market situation by compiling
the data gathered from the interviews with stakeholders, desk research , and analyses.
As explained earlier in this section of the study, the quantification of the overall market demand and supply
is limited to a fragmented view of the point where the supply meets demand, which makes the quantification
of the investment gap problematic. Some of the elements taken into consideration to calculate the demand
and supply-sides may sometimes overlap, that is why a total financing gap has not been calculated. As such
the analysis of the difference between supply and demand has been based on the material elements that
constitute demand and supply. This incorporates the most representative information available in the market
of Human Resources Development, gathered through a wide range of interviews with stakeholders, a review
of the existing literature and with desktop research. Through this analysis it is possible to contrast the major
quantitative aspects of supply and demand, providing an indication of the on market in Turkish.
This comparison between demand and supply is indicated in the figure below.

Financing gap for SMEs
The quantitative estimate of the financing gap for small and medium-sized enterprises based on the potential
demand in Turkey is summarised in the table below on an annual basis. It is assumed that a similar gap
exists in the following years.
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Table 25: Potential financing gap per financial product for small and medium-sized enterprises in 2015
(EUR bn)
Range of potential demand

Estimated supply

Potential financing gap

165.6 - 183.0

148.2 - 163.8

17.4 - 19.3

Total
Source: PwC analysis, 2015.

In order to provide a more targeted view of the needs of small and medium-sized enterprises in Turkey, it is
necessary to consider the viable financing gap for loan products (short-term loans, overdrafts and credit
lines, as well as medium and long-term loans).
This above-illustrated gap is to be considered as only indicative since:
•

It considers all loans provided by commercial banks as to be used by SMEs;

•

All amounts are indicated as annual demand or annual supply when this demand or supply may be
sought or provided over a period longer than 12 months, depending on the anticipations and expectations
of individuals, the SMEs and the financial institutions;

•

Demand for financing is based on a macro-economic background that may evolve in time and modify
expectations of future entrepreneurs as well as micro-enterprises; and

•

Following this, demand for financing expressed by entrepreneurs may be expressed today but not
materialise in the future.

Nevertheless, it is evident that the elements of demand outweigh supply. As such, this is an indication for a
material investment gap. It indicates the extent to which financial products presently provided by
commercial banks do not cover the financing needs of the target groups identified. This suggests failures at
the market level of a structural nature which have a pervasive effect on the whole market. A gap of this
magnitude illustrates the need for reforms on all market levels in order to allow the market to function
properly.

Sector specific financing demand for manufacturing SMEs
In addition, investment needs of SMEs were estimated and their needs for long-term financing to increase
their competitiveness. The quantitative estimate of the need for small and medium-sized enterprises based
on the potential demand in Turkey is summarised in the table below for 2015. It is assumed that a similar gap
exists in the following years.
Table 26: Potential financing demand for manufacturing small and medium-sized enterprises in 2015
(EUR bn)
Range of potential demand
Total

55.9 - 61.9

Source: PwC analysis, 2015.

Sector specific financing demand for innovative SMEs
Secondly, investment needs of SMEs were estimated and their needs for financing to increase their
competitiveness. The quantitative estimate of the need for small and medium-sized enterprises based on the
potential demand in Turkey is summarised in the table below for 2015. It is assumed that a similar gap exists
in the following years.
Table 27: Potential financing demand for innovative small and medium-sized enterprises in 2015 (EUR bn)
Range of potential demand
Total

3.1 - 3.5

Source: PwC analysis, 2015.
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Equity finance gap for SMEs
In line with the growth strategies planned by all sizes of SMEs, the equity market could be more developed in
the country. When considering the potential demand and estimated supply for equity financing in Turkey, a
financing gap emerges. The quantitative estimate of the financing gap is provided in the table below for 2015.
It is assumed that a similar gap exists in the following years.
Table 28: Potential financing gap for equity financing for all SMEs in 2015 (EUR bn)

Equity financing

Range of potential demand

Estimated supply

Financing gap

5.7 - 6.3

0.3 - 0.4

5.4 - 5.9

Source: PwC analysis, 2015.

For 2015, the calculation reveals a potential financing gap ranging between EUR 5.4 bn and EUR 5.9 bn for
equity financing for all SMEs in Turkey. This financing gap is, however, mainly indicative because:
The amounts provided by SMEs surveys express intentions and expectations that may not translate into
action. If SMEs perceive a need to (re)capitalise their enterprises, they might not start the process of seeking
equity financing.
The intentions expressed by the SMEs may be diverse: some SMEs intend to look for equity financing
because they need to be more capitalised in order to improve their access to debt financing, while other SMEs
may do so because their growth strategies require high equity amounts. In that process, SMEs may
overestimate their needs for equity financing.
The intentions expressed by SMEs may not materialise in 2015 but later on. SMEs generally find it difficult to
plan ahead of one or two years. They consequently express an intention to seek equity financing in the future
but this intention may materialise later.
The equity market is before all based on the capacity of supply to meet demand. This requires appropriate
financial knowledge of SMEs’ owners and managers, their capacity to develop good business plans, and the
willingness of investors to invest.
In that context, a Financial Instrument that would reinforce the existing equity funds in Turkey as well as
attract new investors would support the development of SMEs in the country, whether there are innovative
micro-enterprises at an early stage of development or non-innovative mature small and medium-sized
enterprises in a traditional sector.

7.1.2. Value added of potential future Financial Instruments
Given the market failures identified in the last section, the qualitative value added of financial instruments is
significant in many respects, including:
•

A more responsible approach, better performance and financial discipline at final recipient level in the
case of financial instruments (“revolving nature”) compared to non-reimbursable assistance;

•

Simplicity in obtaining assistance: the financial intermediary, such as a bank implementing a portfolio
guarantee instrument as an example, is fully delegated to provide the instrument at SME level, without
the need to obtain any further approval from the guarantee fund or FoF;

•

Stimulation of a new generation of entrepreneurs in the innovative sector through the accelerator, seed
funds and/or technology transfer instruments;

•

Introduction of wholly new instruments, as for example the accelerator/technology transfer or the
microcredit instruments (guarantees and interest subsidies) and the socially-oriented instruments;

•

Supporting the build-up and modernisation of the financial system, including also the non-banking
financial institutions previously not used as intermediaries, by using new instruments and gaining new
SME customers;

•

Creating competition among banks, fund managers, and other intermediaries which, as it has been
shown in the past, usually leads to better terms for the final beneficiaries;
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•

The mathematical leverage effect is supplemented by the stimulation of greater interest of private
investors in a country or sector they would not have considered otherwise, potentially leading to further
investments undertaken by them in the future.

Using of FIs provides significant benefits in all the sectors identified in the market analysis, as reported in the
table below.

Table 29: Value added ensured by the use of FIs
Value added of an FI
Incomplete range of financial products and
services (particularly early stage finance due to
immature venture capital and private equity
markets)

FIs can provide a broad range of financial products (e.g. equity,
mezzanine, etc.) that can meet the various needs of stakeholders in
the RDI sector.

Information asymmetries – lenders have
insufficient information on some bankable
proposals and tend to extend financing on the
basis of the company’s profile rather than on the
project potential

FIs provide TA in the form of grants that can support financial
intermediary to carry out the due diligence of projects, allowing
them to have a better understanding of them and to eventually
extend lending also on the basis of the project potential, and not
only on the company's profile.

Rigid regulatory and legal framework dissuading
innovative enterprises (e.g. difficulties for
companies to comply with the terms and
conditions)

FIs do not require long and sometimes complex tendering
procedures as grants, and once they are set-up, they can
immediately start supporting companies requiring financing.

Lack of adequate linkages between research
institutions and the private sector

FIs provide TA in the form of grants that can create the necessary
links between the two supporting awareness raising campaigns, also
acting as a bundle of projects that later on can be supported by the
FI.

Source: PwC analysis, 2015.

Furthermore, other aspects to be considered are the typical characteristics of FIs, namely their revolving
nature, the leverage creation and the fact that they encourage efficiency among final beneficiaries. These and
other aspects are presented in detail in the table below, showing the value added of an FI over grants.
Table 30: Value added of an FI as compared to grants
Value added of an FI compared to grants
Leverage creation

FI enables additional support to be channelled to enterprises, public administrations and more
generally final beneficiaries, with a potentially greater financial impact than grants, due to the
ability to attract additional public and private sector resources, thus multiplying the effects of
IPA II funds and national/regional contributions (e.g. each euro invested by the OP creates a
multiplying effect which increases resources available to final beneficiaries).
As for the RDI sector, this means that, as the investment generated by an FI are higher than
those generated by a grant scheme, the quantitative value added of an FI as compared to a
grant scheme could be measured in the achievement of:
•
Higher enhancement of competitiveness and exports for enterprises involved in
RDI activities (higher exports are also linked to productivity gains which should lead to
wage increases);
•
Higher economic growth, as an instrument that increases business R&D investment in
Turkey, leading to a greater overall national investment, is likely to raise GDP levels;
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Value added of an FI compared to grants
•

Higher number of jobs created due to the higher number of building renewed.

Revolving nature

As these monies are repaid to the fund over the life of the project, they become available to
finance additional projects. In such a way, the use of FIs can promote the long-term recycling
of public funds and they potentially enable the reinvestment of ESI funds at the level of the
country beyond the end of the programming period, helping achieve better value for public
money.

Encourage
efficiency

FI can encourage efficiency among final beneficiaries through greater financial discipline
through the heightened awareness of the need to repay loans (unlike grants). This factor
emerges also as an ‘assurance of quality’ of the project. In other words, FIs encourage
companies to grow and become more competitive.

Create capacity
building

FIs use can help build institutional capacity through partnerships between the public and
private sectors, can broaden the involvement of financial intermediaries/institutions in
implementing EU regional policy and can encourage pooling of expertise and know-how, for
example to improve the quality of projects. Additionally, the creation of public-private
synergies ultimately results in an alignment of interests between public and private actors,
taking the best out of both. On the one hand, they enable the pursuit of public policy objectives,
which characterises public institutions, and on the other hand, they bring in the commercial
market mechanisms accompanying private investors.

Ensure better
technical
assessment of
projects

The TA assistance to be financed out of an FI could ensure a better technical assessment of
projects as to ensure that oversized and/or unsuitable projects are excluded from support.

Create confidence
in the market

The use of FIs may encourage investors to invest (more) in projects which are not attractive
without public intervention, since such types of investments are considered too risky from
normal private financial institutions. This is particularly important for relatively small startups active in high-risk sectors (e.g. high tech, ICT) which, especially in the context where
private investors are reluctant to take any risks, would not have access to finance for their low
disposable collateralisation.

Source: PwC Analysis, 2015.

7.1.3. Estimate of additional public and private resources
One of the expected benefits of FIs is to attract private investment and other public funding, notably thanks
to risk-sharing financing schemes. As a general rule, these additional resources can come from public sources
at European, national, regional and local levels, as well as from private investors and financial institutions.
This is particularly relevant in the context of budgetary constraints or when private investors show
restrictions on their risk appetite, their risk bearing capacity or are not fully confident in the market and
would like to share risks. Pooled resources may lead to synergies and a more efficient use of the funding
available. It may also help structuring markets thanks to a more advanced involvement of financial
institutions that become financial intermediaries.
The following paragraphs present the potential additional public and private resources that could co-invest in
the envisaged FIs under the CISOP.
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Figure 21: Flow of funds and level of additional public and private resources to leverage the FI

Source: PwC analysis, 2015, based on JESSICA Holding Fund Handbook.

The table below illustrates the source of financing available in Turkey for SMEs interventions that could
constitute additional public and private resources, presenting their characteristics (e.g. loans, guarantee,
etc.). The list was drawn based on the information presented in the supply side analysis, and it has to be
considered indicative to the extent that it was developed on the basis of the information collected during the
report.
Table 31: Potential additional public and private resources to be considered
Product
TA as Grant

Inv.
resources
as grant

Commercial
banks
KOSGEB

Loans

Guarantee

x
x

x

KGF

Microfinance

x
x

x

HORIZON
2020

x

x

x

COSME

x

x

x

x

SME
Initiative

x
x

x

Venture
Capital
Companies
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Product
TA as Grant

Inv.
resources
as grant

Loans

Guarantee

Equity

Companies
providing
Seed Capital

x

Business
Angels

x

Mezzanine

Microfinance
institutions

Microfinance

x

Source: PwC analysis, based on the materials collected in the supply side section, 2015.

7.1.4. Review of lessons learnt from past and existing Financial
Instruments in EU Member States
With regard to experience in EU Member States, valuable progress had been made. The implementation of
the financial instruments at the very outset of the previous programming period was impeded by the lack of
clear regulatory provisions related to the implementation of financial instruments under Structural Funds.
The publication of a comprehensive COCOF guidance note on the implementation of financial instruments in
2011 clarified the majority of questions relating to the eligibility of expenditure. It was later amended (in
2012) to address the urgent need for financing on working capital, which for instance continues to remain the
bulk of demand in the current economic context. The new regulatory framework generally represents an
acceptable basis for the future implementation of decentralised financial instruments.
Particular experience with regard to eligible instruments under CISOP are stated below. As per existing
experience with FIs under this OP, lessons learnt to improve their functioning are stated below.

Lessons learnt in debt instruments (guarantees and loans)
Capital Relief
In the course of implementation of debt instruments under the previous programming period, the
intermediaries expressed interest in the applicability of regulatory capital relief under guarantee and debt
products. The provision of regulatory capital relief should be carried out in a way that is compatible with
national legislation and capital markets regulatory framework in close connection with legal experts and the
national regulator, respectively.
It is expected that the provision of regulatory capital relief will remain a key element for the future
implementation of debt products under ESIF and for that reason it should be considered at the stage of
Funding Agreement negotiation whether its provisions would be compatible with this objective.
In accordance with the Basel regulatory framework, the benefit of the capital relief can be fully utilised when
the entity providing the guarantee enjoys the maximum credit rating.

Transfer of benefits
Most of the instruments that are deployed through banks as FIs incorporate an element of support that is
directed at the final beneficiaries. Continuous monitoring and sophisticated reporting through contractual
arrangements with the FIs are required to ensure that the full benefit is transferred to the SMEs in a
transparent and uninterrupted manner.
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Lessons learnt in equity instruments
Fundraising
Country-specific equity funds, especially in smaller and less attractive economies, usually experience
fundraising problems. It is, therefore, important to consider whether local institutional investors will be able
to invest in such equity funds. If not, tailor-made equity instruments need to be considered and additional
financial incentives for investors may be needed (e.g. capped returns of public investors, fixed return vs
hurdle, first-loss coverage for seed investments, etc.).

Market practice vs. ESIF rules
Whilst the new EC regulations allow for much closer alignment with market practice, the “absorption” rules
and requirements, including timing, will always be key under ESIF instruments. Thus, it would be only
natural that such instruments place substantial weight on the absorption potential together with the
commercial outcome. To this end, it is important that solutions are devised to make the instruments appear
as “business as usual” to market players, whilst ensuring compliance with the ESIF regulations.

Developmental aspect
ESIF resources by definition should address suboptimal market conditions. Thus, it is inherent that
instruments designed with ESIF resources may be embedded with provisions which are not fully aligned with
market dynamics such as investing in asset classes with higher risk level, retaining fund managers that are
not of the quality expected in developed markets or introducing non-market features in light of mobilizing
private capital.

Attracting quality fund managers
Country-specific funds in less developed markets rarely manage to attract top talent, as far as concerns fund
managers, due to their size. To counterbalance that, equity instruments could offer an attractive fee/carry
ratio. This approach would require a careful balancing act between the interests of fund managers and
private investors, and must in any case retain the alignment of interest principle. A more attractive carry
might make investors less interested, and so such incentives might only be possible with regard to public
participation in the fund.

Local and committed teams
Strong local teams, or international teams with substantial capacity on the ground, have been shown to help
an equity instrument achieve the impact sought by ESIF funding, especially from the developmental
perspective.
Selected examples
In order to provide the OS an overview on how FI where implemented in the past and what where the key
success factors, selected examples are provided.

Hungarian New Széchenyi34
Description
•

The Hungarian New Széchenyi (CMCG) is a combination of micro-credit and grants, which provided
microfinance opportunities to micro enterprises who had limited access to financial resources;

•

In Hungary, only 54% of Hungarian SMEs relied on banks for financing (while 79% in EU15) and the
relatively high transaction costs prevented the domestic banking system from handling the small credit
requirements of micro enterprises; and

34

The information provided in this paragraph has been drawn from “FI Compass – Combined Micro Credit and grant
scheme.
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•

The managing authority allocated EUR 202 million of ERDF (85%) and national (15%) funds into the FI,
which finances up to 45% of a project’s costs through a grant, up to 45% through a loan, while SMEs
finance at least 10% through their own contribution. Final beneficiaries could receive grants up to
EUR 66,000 and grants up to EUR 33,000. The interest rate of the financial products was around 7%,
which was below the average interest rate of 8 to 10%.

Achievements
•

The MA implemented the FI through a holding fund spreading resources across over 140 financial
intermediaries (microfinance institutions, local enterprise development foundations, and saving
cooperatives). External consultants helped applicants submit their projects to financial intermediaries for
funding. The TA included advisory services on business plans, information about other financial products
or filling out documents;

•

As long as the instrument was available, it helped 9,389 final beneficiaries’ projects bridge the gap in
market finance.

Key learnings (for Turkey)
•

Success factors include: the one-stop-shop approach towards recipients (the financial intermediary was
the only portal through which recipients applied and received the financial products); the holding fund
approach which handled a large number of financial intermediaries allowing to penetrate deeply the
market;

•

Challenges include: a complex and too broad regulatory framework and the fact that application
requirements could be broadly interpreted. Also the loan/grant combination increased the paperwork
and legal burden at all levels.

7.2. Education, Employment, and Social Policies
This section provides the analysis of the potential use of financial instruments, focusing on Education,
Employment, and Social Policies.
The present subsection provides insights on the current situation of the Turkish labour market and the
development of human resources. It focuses on the market from different angles; in particular, it provides an
overview of the labour force structure of the country in terms of employment, and how this structure affected
by efforts, investments and incentives for the development skills and qualified labour. The first part of the
subsection presents a general description of the labour market’s situation in terms of employment, education
and training and a special focus on the role of women; the second part of the subsection presents the
methodologies utilised to perform the gap analysis.

7.2.1. Market failures, suboptimal investment situations and
financing needs
Demand for Education, Employment, and Social Policies in Turkey
The same methodology as for CISOP is valid for EESP OP. The five target groups identified that may benefit
from Financial Instruments under the ESSP OP for 2014-2020 are:
•

Socially excluded people and people at risk of poverty willing to create a business, including:
-

People willing to start a business and be self-employed;

-

Young inactive or unemployed people up to 29 years old;

-

Women inactive or unemployed.

•

Micro-enterprises providing training to their employees.

•

People starting or developing a cooperative and/or a social enterprise.

•

Social entrepreneurs.
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•

Young people willing to achieve higher education or study abroad.

Based on these target groups, different final recipients of a potential intervention scheme have been defined.
These final recipients correspond to the entities (individuals or companies) that seek and receive finance
from financial institutions to achieve their objectives. Two large groups may then be identified: on the one
hand, individuals who seek financing for their own development and companies which seek financing to
develop their activity or support their employees. The final recipients that will be analysed in the following
paragraphs are presented in the table below.
Table 32: Final recipients for the demand analysis of access to finance under ESSP SOP
Description
Individuals

Enterprises

•

Individuals needing financing to create a company (including young
people and women)

•

Young people willing to achieve higher education or study abroad

•

Micro-enterprises needing financing (to finance a training for their
employees)

Source: PwC, 2015.

The following sections elaborate in more detail on this potential target groups.

Employment
As may be expected, Turkish’s increasing demographics have an extensive influence over most domestic
social indicators. The wide availability of inexpensive labour force could represent a competitive advantage
for the country, and could serve as a lever to attract investment, thus promoting employment. In fact,
according to Eurostat’s 2012 labour cost structural statistics35, turkey was amongst the countries with the
lowest hourly labour cost during the reference period. The figure shows the labour cost per hour in euro for
the whole economy excluding agriculture and public administration for 2013 with the EU-28 average. The
data for the period 2008-2012, provided by Eurostat, shows that the labour cost in Turkey is not only
significantly lower than the EU-28 average.
Table 33: Repartition of labour force
Principal groups
Total labour force (population
aged 15 and above)

Population (in million)

Rate of economic activity (%)

27.3

50.8%

Male

19

75.6%

Female

8.4

32.2%

Source: TurkStat, 2015.

However, this advantage cannot produce results without being combined with other qualitative aspects of the
labour force. The competitiveness of the Turkish labour force was threatened mainly by issues such as aging
population and the ongoing “brain drain” which according to the World Bank represented in 2000 a share of
5.8% of the total tertiary educated population.

35

http://ec.europa.eu/eurostat/statistics-explained/index.php/Labour_cost_structural_statistics_-_levels.
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Figure 22: Evolution of employment 2009-2013

Source: World Bank, 2015.

Figure 23: Labour cost per hour in EUR for EU-28 and selected non-EU economies in 2012

Source: Eurostat, 2015.

As already emphasised, aging population and the brain drain could become causes for concern for HR
development, which becomes evident combining the percentage of working population at the age from 15-24
(representing only 50% of this particular population band) with the percentage of youth not in either
education or training (representing 36% of the population band aged 15-29); this being an issue especially for
less developed regions.
Turkey's labour market performance has been remarkable since the global economic crisis in 2008, from
2009-2012 the country created some 3.5 million jobs while employment in the European Union fell by 2
million during the same period. 36 Despite the outstanding performance in creating jobs Turkey is still having
challenging issues to face in terms of labour market policies. The table below demonstrates that the
prominent problems in Turkish labour market are low labour force participation rates in general and
especially for women; and high level of unregistered employment.

36

http://www.worldbank.org/en/news/press-release/2014/01/23/turkeys-recent-ability-to-create-jobs-stands-out-ininternational-comparison-but-the-challenge-is-to-sustain-this-performance.
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Despite an increase from 46.3% to 50.8 % between 2006 and 2013 according to DP10, Labour Force
Participation (LFP) rate in Turkey is below the EU average (71.9%). When the reasons for low LFP is
analysed, it is observed that the LFP for men (71.5%) is almost at the same level with EU average (71.9%) in
2013. However, low LFP of women (30.8%) and youth (39.6%) decrease the overall LFP rate in Turkey.
Table 34: State of Affairs According to DP10
2006

2013

Unemploy ment rat e

10.2

9.7

Labour Force Part icipat ion Rat e

46.3

50.8

Employ ment rat e

41.5

45.9

Female Labour Force Part icipat ion Rat e

23.6

30.8

Yout h Unemploy ment rat e

19.1

18.7

Paid Employ ment rat e

58.9

64

Unregist ered Employ ment rat e

47

36.7

Share of people graduat ed from high school and higher
educat ion in labour force

35.2

39.5

Share of long-t erm unemploy ed in t ot al unemploy ed

35.8

24

Job placement rat e of unemploy ed who are Regist ered
t o İŞKUR

12.3

35

Sources: TurkStat and İŞKUR, 2014.

Low female LFP is associated with the gender differences. DP10 and NES refers to caring responsibilities of
women as a prominent factor hindering female employment parallel to TURKSTAT Household Labour Force
Survey 2013. Traditional gender roles in the society that puts the responsibility of child and elderly care on
women, patriarchal family structure and discrimination against women constitute the main obstacles against
education, employment and participation in social and economic life. Gender difference is observed in other
indicators such as unemployment rates (11% vs. 9%), and share of women on boards of listed companies
(8%) as well as literacy rates (90% vs. 98%), estimated earned income (8.000 vs. 27.600 PPPUS$), and ratio
of women in parliament (14% vs. 86%) according to the Global Gender Gap Report 2013 (of World Economic
Forum) in which Turkey ranked 120th among 135 countries.
Table 35: Reasons for not participating in the labour force (thousand people, 15+ ages)
Reason
Year

2007
%
2013
%

Not seeking a job, but
available to start

Total

26,879
100%
27,337
100%

Discouraged
612
2%
638
2%

Other
1,130
4%
1,441
5%

Working
seasonally

Housewife

Education
/Training

12,124
45%
11,463
42%

3,680
14%
4,465
16%

289
1%
50
0%

Retired
3,520
13%
3,837
14%

Disabled,
old, ill, etc.
3,225
12%
3,666
13%

Other
2,300
9%
1,778
7%

Source: TURKSTAT, Household Labour Force Survey 2013.

Low labour force participation for young people accompanied by youth unemployment (unemployment
among those between 15-24 years of age), is another question related to overall LFP. Though the youth
unemployment rate is lower than the EU28 average and employment rates are closer as of 2013, Turkey still
lags behind the EU average in terms of LFP of youth.
Table 36: Youth Employment Figures Compared for Turkey and EU
Youth Unemployment (%)
EU 28
Turkey

2007
15.5
17.2

2013
23.3
16.9

Labour Force Participation (%)
2007
44.1
36.5
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37.2
30.2
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32.3
32.2
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Source: Eurostat, 2015.

Turkey faces a high level of unregistered employment despite the significant decrease since 2007 (45.4%),
the share of unregistered employment is 36.7 % in 201337.Approximately 83% of the employment in
agriculture and nearly 23% of the employment outside agriculture is considered to be unregistered. In
agriculture, main employment status is “unpaid family work” whereas in sectors outside agriculture regular
or casual employees have the biggest share.
Unregistered employment creates negative implications especially on working conditions. The unregistered
employees are more likely to work in hazardous workplaces which are not under the coverage of the
Occupational Health and Safety Law (numbered 6331; 2012). This law requires obligatory training and
issuing a certificate for employees who work in hazardous and perilous works.
The occupational accidents and diseases, even in formal employment, still constitute a concern. Especially
the occupational accidents in the sectors of metal, mining, construction and transportation require attention.
Since 2007, a relative decrease in the rate of occupational accidents and diseases has been witnessed.
According to SSI stats, in 2013 the rate of occupational accidents was 627 for 100.000 employees (total
number of employees was approximately 11.9 million) while it was 948 for 100.000 employees in 2007 (total
number of employees was approximately 8.5 million). In the same period the number of job-related diseases
has fallen from 1.208 to 395.
Figure 24: Turkish regional variation in youth unemployment rate

Source: OECD, 2015.

37

TurkStat Household Labour Force Survey, 2014.
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Figure 25: Self employment

Source: OECD, 2015.

Education and training
General facts and trends
In addition to the positive demographic growth in Turkey, one of the critical pillars for the improvement of
human resources that need particular attention remains the education. The existing gap between the level of
education of the population and the market needs represents an area of potential investment with the
objective of attaining sustainable and inclusive growth. According to the World Bank statistics education,
since the 1990’s the average number of primary schooling years in the population has increased steadily for
both women and men; although the trend for women is much lower with respect of the whole population. In
contrast to this trends in primary education, since the 1990’s the percentage of the population aged 20 to 24
having completed tertiary education has dramatically decreased for both men and women. It is important to
notice that since 2005 both trends (women and total population) have gone through an inflexion point and
increased, with women’s percentage population with tertiary education increasing faster than the population
as a whole. Turkey ranks among the last 85 amongst 151 economies countries in the world for the “quality of
labour force preparation”38 according to the World Economic Forum.
Table 37: Labour force by principal population groups and levels of education
Levels of education
Primary level of education
Secondary level of education
Tertiary level of education

Population (’000)

Percentage of total labour force

16,795.8

60.4%

5,553

20.3%

5,005.9

18.3%

Source: World Bank, 2015.

Despite the satisfactory levels of the overall education of the population, the level of the illiterate persons and
the persons has remained rather stable during the last years just under 2% of the male population aged 15
and above, while the share of illiterate women has decreased substantially during the period 2009 – 2013
(from 14.65% to 7.86% of the female population aged 15 and above); however, the female illiteracy rate is still
too high with respect to the male population.
38

The Global Competitiveness Report 2012–2013, World Economic Forum.
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Figure 26: Evolution of the Literacy rate 2009-2013 as a percentage of population

Source: World Bank, 2015.

The Turkish workforce can be viewed as skilled and competent; given that nearly 40% of the labour force has
at least a secondary level of education, the signal sent to the marked indicates that particular attention is
needed regarding national efforts to bring new knowledge and skills to jobs. Today, as suggested by the
OECD skills outlook (2015)39, workers need at least an upper secondary diploma to be able to compete in the
workforce. It is therefore vital for the economy to continue raising the quality of the education system and
ensure that a larger share of individuals enter the labour market with a certain level of skills. The figure
below provides an insight on the shares of youth neither employed nor in education by level of educational
attainment across the OECD countries.
This figure shows that the share of young individuals, across all three categories of educational attainment,
that are unemployed and that do not benefit from any training to improve their skills is higher in Turkey is
with respect to the average across OECD countries.
Figure 27: Share of youth neither employed nor in training

Source: OECD, 2015.

39

http://www.oecd.org/edu/oecd-skills-outlook-2015-9789264234178-en.htm.
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Generally speaking, the quality of the skills brought to the job market are also determined by the education
process undergone by students in their country. Today, it is widely acknowledged that disparities in the
performance of students have a long term incidence on the cognitive skills of pupils that may affect their ease
of employability and professional development. For instance, differences in student’s performance levels in
sciences determine the capacity of the nation for future transfer of skills, and the development of high valueadded and technology-intensive sectors with the objective of improving competitiveness. In particular, PISA
test results in 2012 indicate that 15 year-olds in turkey account for low averages of performance in
mathematics with respect to many other OECD countries; in fact the country is ranked 33 out of 45 after
controlling for the socio-economic status of pupils.
Figure 28: Differences in mathematics performance

Source: OECD, 2015.

Internationalisation of education
The figures provided on the general characteristics of education in Turkey lead to investigate the evolution of
educational standards by looking at how the country is able to level up its performance with respect to other
nations. Bringing up educational standards through internationalisation is one of the options that may serve
this purpose. According to the European Commission’s Flash Barometer, an investigation on training,
mobility and employment, in 2011 the proportion of Turkish nationals in the age group 15-35 years old who
had studied abroad was just 2.9%, placing the country at the lowest rank amongst at the last position
amongst EU-28 countries. The figure below provides the aforementioned ranking.
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Figure 29: Share of population aged 15-35 having studied abroad

Source: European Commission – Flash Barometer 319b, 2011.

The commission survey raises the question on the sources of funding for mobility. Results from the survey
state that the most frequently cited sources of funding for studying abroad amongst Turkish 15-35 year olds
are private funds and savings, while the less frequent one are EU funded mobility programmes. According to
the report ‘Turkish students, isolation and the Erasmus challenge’ by the European Stability Initiative (ESI),
one of the aspects that make the Erasmus student exchange scheme attractive is the grant provided by the
EU. However, the grant does not cover all costs, which is reflected by the EC survey results provided in the
figure below. Furthermore, the problem isn’t likely to be resolved since starting from 2014 onwards, Turkish
students would receive lower grants as a result from the maximum and minimum levels the European
Commission has imposed on Erasmus grants. Under the current system, Turkish students receive less money
than in the previous years in 19 countries, with cuts reaching around one hundred euros.
Figure 30: Student mobility - Sources of financing

Source: European Commission – Flash Barometer 319b, 2011.

In addition to the points raised above, the current transition to a new EU education programme has triggered
a need for resources to finance activities in education training and youth for the programme Erasmus+
resulting in an increasing in the budgetary participation over the period 2014 – 2020. However, due to
budget constraints, Turkey will only contribute with EUR 800 million, increasing the pressure on the total
amount available for the student exchange scheme. In 2014 only EUR 34.5 million will be available for the
student exchange scheme - down from EUR 42 million in 2013. The Turkish National Agency, which
implements Erasmus+ in Turkey, fears that it will be able to provide only 12,000 students with grants, down
from 14,412 in the academic year 2012-2013.
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Figure 31: Students’ perception on the benefits from student mobility

Source: European Commission – Flash Barometer 319b, 2011.

Technical and vocational training
As stipulated by UNESCO’s UNEVOC mission40, in addition to formal education, vocational training is also
an angular point in the process of transferring knowledge and skills to the job market. Programmes aiming at
facilitating apprenticeship training, vocational and technical education, and other forms of work education
aim to prepare the labour force for work; these programmes remains prominent in many developing nations.
However, technological advancement and innovations in science and technology have created new disciplines
and fields of application revolutionising different levels of education and training.
Today, the challenges imposed by technological advancement translate into a necessary differentiation
between formal higher education and vocational education to ensure that both traditional ‘white collar and
blue collar’ workers are prepared for a transition from the industrial paradigm towards the information and
digital paradigms. The figure below provides a representation of Turkey’s formal and informal Technical and
Vocational Education and Training (TVET) system.

40

UNEVOC is a centre for technical and vocational education and training. It provides assistance to strengthen and
upgrade technical and vocational education and training (TVET) systems across UNESCO’s member states.
http://www.unevoc.unesco.org/go.php?q=more+about+What+is+TVET&context.
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Figure 32: Turkey’s technical and vocational education and training system

Source: UNESCO-UNEVOC, 2013.

As a potential revenue-generating social structure, training centres may be considered as a potential
beneficiary of the EESP OP. The vocational education system includes:
•

Vocational and technical high schools providing training in 228 occupations and giving access or leading
to the qualification of specialised worker and technician;

•

Apprenticeship training, which is a combination of mainly practical training provided in enterprises and
theoretical training provided in vocational education centres; and

•

Non-formal education is provided primarily through vocational education centres. Non-formal education
provides educational services in line with the general aims and basic principles of national education to
citizens who have never entered or who are at a certain level of the formal education system or who have
left formal education.

A lack of technical competencies and specific education amongst target groups may be beneficial to redirect
its group members to vocational training and lifelong learning in order to give them the opportunity to apply
for a larger number of vacancies and enhance their success rate given current labour market needs.
In Turkey, the provision of formal TVET is centralised and determined at the national level. Since 2002, the
Ministry of National Education has intensified the development of modular TVET curricula with the help of
EU funded development projects; as a result several programmes concerning 17 job families were developed
during the period 2002 – 2007. Today, curricula and module booklets exist for more than 60 job families
representing 228 sectors of the Turkish economy. In addition, the provision of non-formal TVET is
performed by the Directorate General for Lifelong Learning with the support of a total of 980 public
education centres, 334 vocational education centres, 9 tourism education centres, 15 maturation institutes,
and other open vocational schools41.

41

UNESCO-UNEVOC
(2013).
World
TVET
database
–
http://www.unevoc.unesco.org/go.php?q=World+TVET+Database.
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Budget allocations for TVET from the national budget (excluding religious vocational education) have
increased by nearly twofold over the period 2009-2012.
Figure 33: Budget allocated for TVET

Source: UNESCO-NUEVOC, 2013.

Student loans
Education Loans are provided to students to pay their education fee; these usually include the cost of books,
tuition fee and living expenses. Student Loans diverge from ordinary loans in their repayment mechanisms
which usually involve low rates of interest and/or grace periods.
Education Loans are usually provided by financial intermediaries and by public spending; according to the
OECD’s 2014 report on education, 5% of total public spending in tertiary education in Turkey was carried out
through scholarships and other grants to households compared to an OECD country average of 21.5%, while
9% of the public expenditure in tertiary education took the form of student loans.
Figure 34: Scholarships and other grants as a share of public expenditure in tertiary education

Source: OECD, 2011.
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Figure 35: Public student loans as a share of total public expenditure in tertiary education

Source: OECD, 2011.
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Cooperatives
As stated in the FAO’ 2013 overview on the cooperative sector in Turkey42, according to 2011 data, there were
84,232 cooperatives under the supervision of the Ministries of Customs and Trade, Food Agriculture and
Livestock, and Environment and Urban Planning. During recent years, a National Cooperative Strategy and
Action Plan-2012-2016 (NCSAP) was prepared with the objective of redefining and modernising the roles of
the public and private sectors, and presenting a sustainable policy for cooperatives. It is expected that the
implementation of this action plan will lead to the improvement of welfare and production levels in several
segments of society. In particular, benefits from the implementation of the strategy are expected for
consumers, disadvantaged groups, agricultural manufacturers, tradesmen and craftsmen, small and medium
enterprises. The principal targets of the strategy are:
•

Restructuring of cooperative-related public agencies and improving their modes of service delivery to the
cooperatives;

•

Improving training, consultancy, information and research activities;

•

Enhancing the organizational capacity and possibility of cooperation between cooperatives;

•

Strengthening the capital structure and access to finance and credit, Overhauling the internal and
external auditing systems;

•

Enhancing the capacity of corporate and professional management of the cooperatives; and

•

Upgrading the legislative underpinnings in accordance with the needs and in line with international
standards.

It is important to note that despite national efforts and initiatives to the assist the cooperative ecosystem,
many suffer from weak financial status and meagre financial management capacity. They often perform
poorly due to insufficient capital since membership fees are unable to cover basic operational expenses. In
addition, since cooperatives used to operate under closed, protected markets for about 60 years, competition
between the cooperatives and the private sector has increased following the introduction and implementation
of structural adjustment and stabilization programmes in the country.

42

FAO (2013). Policy studies on rural transition: An overview of cooperatives in Turkey. No 2013-3.
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Figure 36: Evolution of the number of cooperatives in Turkey over the last three decades

Source: FAO, 2013.

Figure 37: Distribution of cooperatives by principal activity (2011)

Source: FAO, 2013.

Women cooperatives and total membership in Turkey is low compared to men total membership particularly
in the agricultural sector. During recent years, the government has taken a series of measures to promote
cooperatives and other related programmes among women. As an example, in 2011 the Ministry of Food
Agriculture and Livestock (MFAL) helped rural women groups establish 29 agricultural cooperative
supported their creation with a total of USD 8 million. These women cooperatives are incentivised through
benefits in the form exemptions in corporate tax and duties, membership fees, and notary fees.
Currently there are 91 women’s cooperatives registered in the system with a total approximately 20.000
members, out of which 75% are estimated to be active. The figure below provides the distribution of these 91
cooperatives across different types of activities. Their objective is to:
•

Improve the handicrafts skills of members by providing training,

•

Facilitate in the supply of inputs and equipment for the production of the goods and services by the
members, and

•

Fulfil the members’ social and cultural needs in an atmosphere conducive to development.
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Figure 38: Number of women’s cooperatives in Turkey by type of activity

Source: FAO, 2013.

The role of women
The role of women in the Turkish economy has positively evolved over the past years, which is illustrated by
changes in the structure of the Turkish labour market reflected by an increasing participation of women to
the labour force during the last decade. The figure below provides a comparative representation of male and
female participation to the labour market both in Europe and Turkey; the figure shows how women
participation has slightly increased while male participation has been rather stable; it also shows how female
participation increased faster in Turkey during the period 2008-2011 with respect to the European trend.
Figure 39: Labour force participation

Source: World Bank, 2014.

In addition to these observations on the labour force participation, the structure of employment provides
information on the differences between male and female employees, which in the case of the categories of
regular employees, employers and self-employed highlight men as the largest group in employment.
However, the most important fact the employment composition highlights is that in the case of unpaid family
work, women is the largest group represented. The figure below provides a graphical representation of the
employment composition by group. According to the SAFE survey of 2013, 10.9% of Turkish firms declared
to have a female owner, director or CEO.
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Figure 40: Structure of employment composition

Source: TurkStat, LFS 2014.

According to the OECD’s better life index 43, during the period 2005 – 2012, the female workforce in urban
areas increased by 50% with half of the increase in urban female employment achieved by university
educated women. In fact, statistics produced by the TurkStat’s labour force survey of 2014 corroborate the
fact that higher education reduces the gap between men and women employment in Turkey.
Figure 41: Distribution of employment by gender and educational attainment

Source: TurkStat, LFS, 2014.

In addition to the fact that the share of youth neither in employment, education nor in training amongst the
women population aged 15 – 29 in Turkey was the highest amongst OECD countries in 2013, a comparison
by gender also shows there are considerable differences between young men and women in Turkey. Indeed,
the figure below not only indicates that Turkeys’ last position in terms of women neither in employment nor
in education or training amongst OECD countries (reaching nearly 45% of the population aged 15-29, but it
also illustrated how the gender gap is also amongst the most important in these countries.

43

http://www.oecdbetterlifeindex.org/countries/turkey.
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In addition, despite a significant decrease of 7 percentage points in the proportion of young people neither
employed nor in education or training (NEET) between 2008 and 2011, Turkey still has the highest
proportion of NEETs among 15-29 year-olds across OECD countries: 35% compared with an OECD average
of 16%. The proportion of NEETs is more than twice as high among women as men: 50% of women are NEET
compared with 20% of men. This may reflect the large proportion of women who are neither in education nor
employed because they are raising families and responsible for household tasks.
Figure 42: Youth neither in employment, education or training by gender

Source: OECD, 2015.

Figure 43: Women employed in the non-agricultural sector (% of non-agricultural employment)

Source: World Bank, 2015.
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Overall demand from target groups under EESP OP
Results from our desktop research have provided the principal characteristics of labour market and the
educational and training landscape in Turkey. Several needs have also been highlighted in terms of education
and vocational training to meet the demands of the job market.
Throughout the analysis, we have identified key advantages and disadvantages of the Turkish economy in
terms of the needs of the labour market and the educational preparation of the workforce:
•

Turkey’s competitiveness of is currently undermined by an aging population and an ongoing and lasting
“brain drain” reflected by the emigration of a considerable share of the total tertiary educated population;

•

On the other hand, Turkey's labour market performance has been remarkable since the global economic
crisis in 2008, from 2009-2012 the country created some 3.5 million jobs;

•

Turkey has one of the lowest labour cost per working hour reflecting, although these are not coupled
either with high productivity nor with important exports, denoting an obstacle to future development;

•

Turkey faces a high level of unregistered employment despite the significant decrease since 2007
(45.4%), the share of unregistered employment is 36.7 % in 2013; efforts to improve the situation related
to the informal economy may be necessary;

•

In addition, the existing gap between the level of education of the population and the market needs
represents an area of potential investment with the objective of attaining sustainable and inclusive
growth;

•

Despite the satisfactory levels of the overall education of the population, the level of the illiterate persons
and the persons has remained rather stable during the last years;

•

Bringing up educational standards through internationalisation is one of the options that may serve the
purpose of improving the country’s performance with respect to other nations.

•

In terms of financing education, 5% of total public spending in tertiary education in Turkey was carried
out through scholarships and other grants to households, while 9% of the public expenditure in tertiary
education took the form of student loans.

With regard to EESP OP, the identified final recipients often face similar difficulties when seeking finance.
Indeed, financial institutions often consider these groups as too risky with regards to their standards. From a
financial institution point of view, micro-enterprises as well as potential entrepreneurs and self-employed
people most of the time do not have the available collateral required to access debt. They also have often very
weak financial structures because they are under-capitalised and with very limited knowledge of the equity
financing market and actors. Most of the time, they also lack financial history with the commercial banks.
When considering social enterprises, since both of them do not have profit objectives, the financial
institutions do not have incentives to finance them.
The table below details the population, financing needs and the estimated amount for financing for each final
recipient detailed in the previous sections. As already mentioned, there is overlapping between the different
sets of final recipients, that is a why a total potential demand for financing has not been computed.
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Table 38: Estimation of potential demand per final recipient under EESP OP
Final recipient
Individuals

Individuals needing
financing to create a
company (including young
people and women)

Young people willing to
achieve higher education
or study abroad

Enterprises

Micro-enterprises needing
financing (to finance a
training for their
employees)

Population

Financing needs

Estimated amount
(EUR)

3,345,830 people at risk of
poverty

Business microloan to start a
company

5.3 - 5.8

61,599 young people

Business microloan to start a
company

0.165 - 0.182

4,947 women

Business microloan to start a
company

0.013 - 0.014

2,231,597 Turkish students willing
to study in turkey

Student loan
and/or grant to pay
for studies

18.4 - 20.3

811,037 Turkish students willing to
study abroad

Student loan
and/or grant to pay
for studies

16.9 - 18.7

About 1,008,989 employees and
467,556 micro-enterprises

Loan or grant to
pay for training for
employees

0.3 - 0.33

Source: PwC analysis, 2015.

The financing gaps for the identified final recipients are stated in the following section.

Financing Gaps under EESP OP
With the results of the supply-side and demand-side analysis it is possible to properly understand the
situation in the Turkish market and identify the presence of market failures, suboptimal investment
situations and unmet investment needs. This is an important requirement in the justification for public
intervention through the creation and implementation of Financial Instruments. This is based on the Article
37(1) and (2) of the Common Provisions Regulation (CPR) as a best practise example, which states that FIs
are to be implemented to support investments that are expected to be financially viable but unable to raise
sufficient funding on the market due to the presence of market failures or suboptimal investment situations.
As explained earlier in this section of the study, the quantification of the overall market demand and supply
is limited to a fragmented view of the point where the supply meets demand, which makes the quantification
of the investment gap problematic. Some of the elements taken into consideration to calculate the demand
and supply-sides may sometimes overlap, that is why a total financing gap has not been calculated. As such
the analysis of the difference between supply and demand has been based on the material elements that
constitute demand and supply. This incorporates the most representative information available in the market
of the EESP OP investment area, gathered through a wide range of interviews with stakeholders, a review of
the existing literature and with desktop research. Through this analysis it is possible to contrast the major
quantitative aspects of supply and demand, providing an indication of the on market in Turkey.
This comparison between demand and supply is indicated in the figure below.
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Figure 44: Indicative gap of the Turkish market for the EESP OP

Source: PwC analysis, 2015.

This above-illustrated gap is to be considered as only indicative since:
•

It considers all micro-loans provided by MFI and not commercial banks;

•

It considers the potential financing gap and does not take into account grant programmes;

•

All amounts are indicated as annual demand or annual supply when this demand or supply may be
sought or provided over a period longer than 12 months, depending on the anticipations and expectations
of individuals, the micro-enterprises and the financial institutions;

•

Demand for study loans cover the whole period of studies (up to 5 years) and include costs of studying
and living costs;

•

Demand for financing is based on a macro-economic background that may evolve in time and modify
expectations of future entrepreneurs as well as micro-enterprises; and

•

Following this, demand for financing expressed by entrepreneurs and micro-enterprises may be
expressed today but not materialise in the future.

Nevertheless, as graphically represented in Figure 44 above, it is evident that the elements of demand
outweigh supply. As such, this is an indication for a material investment gap. It indicates the extent
to which financial products presently provided by commercial banks and MFIs do not cover the financing
needs of the target groups identified for 2014-2020. This suggests failures at the market level of a structural
nature which have a pervasive effect on the whole market. A gap of this magnitude illustrates the need for
reforms on all market levels in order to allow the market to function properly. This quantitative aspect of the
financing gap is also supported by qualitative aspects which are detailed in the following section.

7.2.2. Value added of potential future Financial Instruments
The following sub-section presents the different dimensions of added value that FIs could generate under the
EESP OP. As per the ex-ante assessment methodology, these can be of a quantitative or qualitative nature.
Since only one FI exists in Turkey to support the financing of the target groups identified, experience from
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EU Member States will be used to determine the potential added value of the envisaged FIs for 2014-2020 in
the country.
The financing gaps have made emerged three different needs in terms of Financial Instruments:
•

Micro-loans (business and personal) to facilitate future loan financing from commercial banks. These
micro-loans would be supported by FIs to be used for leveraging commercial banks’ loans;

•

Micro-guarantee schemes using commercial banks and MFIs as financial intermediaries in order to
provide collateral to the final recipients; and

•

Student loans.

The quantitative and qualitative dimensions of these two FIs is considered in the following paragraphs.
Experience with Financial Instruments and the use of financial intermediaries to finance entrepreneurs and
social enterprises have revealed in EU Member States that leverage their own expertise in the selection of
projects and mobilise their networks throughout a country is more efficient (i.e. less costly) and is able to
address more final recipients than a centralised institution providing grants. In this context, such networks
are more efficient because they work at a local level, are more knowledgeable of the regional difficulties and
are able to mobilise their experienced staff to identify and attract potential local clients. In addition,
entrepreneurs and social enterprises may acquire the habit to ask for financing to commercial banks and
MFIs close to their activity more easily than to a centralised national entity. Following this, the disbursement
and absorption of European funds that were provided through FIs and financial intermediaries over the
2007-2013 programming period to support micro-enterprises in EU Member States may have been higher
than those providing only grants. The mobilisation of banks’ and MFIs’ networks in the provision of microloans to the final recipients identified in the EESP OP would then help increasing the use and absorption of
the IPA II funds planned.
Table 39: Value added of FIs
Value added of an FI
Incomplete range of
financial products and
services

FIs can provide a broad range of financial products (e.g. micro-finance) that can meet the
various needs of stakeholders that are currently not met, and contribute to their access to
finance

Reduction of the
importance of grantbased support

The intensity of grant is an important dimension to be considered in the anticipated added
value of a Financial Instrument. The lower the intensity of grant for a given final recipient,
the higher the quantitative added value. If grants are not meant to disappear during the
2014-2020 programming period, the use of FIs is to be considered as another source of
funding provided through market financial intermediaries (namely commercial banks and
MFIs) in order to improve the use of public funding. In that respect, the more FIs are used
when they are relevant and provide added value, the more final recipients are likely to
receive financing.

Source: PwC analysis, 2015.

Table 40: Value added of FIs compared to grants
Value added of an FI compared to grants
Leverage creation

FI enables additional support to be channelled to final beneficiaries, with a potentially greater
financial impact than grants, due to the ability to attract additional public and private sector
resources, thus multiplying the effects of IPA II funds and national/regional contributions (e.g.
each euro invested by the OP creates a multiplying effect which increases resources available to
final beneficiaries).

Revolving nature

The envisaged FIs will have a revolving effect since they will enable the financial intermediaries
to be refinanced through the activity generated by the new entrepreneurs, the supported
micro-enterprises, the training centres and the social enterprises. All these final recipients will
generate activity and revenues that will enable the reimbursement of the loans. These gains
will then be injected in the Financial Instrument that will be able to generate new guarantees
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Value added of an FI compared to grants
or new micro-loans.
Encourage
efficiency

Experience with Financial Instruments and the use of financial intermediaries to finance
entrepreneurs and social enterprises have revealed in EU Member States that leverage their
own expertise in the selection of projects and mobilise their networks throughout a country is
more efficient (i.e. less costly) and is able to address more final recipients than a centralised
institution providing grants. In this context, such networks are more efficient because they
work at a local level, are more knowledgeable of the regional difficulties and are able to
mobilise their experienced staff to identify and attract potential local clients.

Create capacity
building

The use of the IPA II funds through the MFIs / commercial banks would help them structuring
and deepening the microfinance market in Turkey which is currently under-developed with
regard to the number of potential clients, i.e. individuals, newly created companies and microenterprises. This new source of financing may be used by the MFIs to finance their day-to-day
activity: finance their Human Resources spending, finance their initiatives to develop their
networks throughout the country, and financially support their communication strategy. In
parallel, having more clients would incentivise the MFIs to develop more standardised and
automated credit assessment and due diligence methods. These new methods would help
manage more projects and finance more entrepreneurs and micro-enterprises.

Introduce a risksharing approach

The use of Financial Instruments instead of grants enables to align the interests of both public
and private entities. Following this, commercial banks may start considering financing projects
that they previously considered non-bankable. In parallel, risks are shared between the funds
managing the IPA II funding and the private entities, like banks and MFIs.

Ensure better
technical
assessment of
projects

The TA assistance to be financed out of an FI could ensure a better technical assessment of
projects as to ensure that oversized and/or unsuitable projects are excluded from support.

Create confidence
in the market

The use of FIs may encourage investors to invest (more) in projects which are not attractive
without public intervention, since such types of investments are considered too risky from
normal private financial institutions. This is particularly important for financing financially
excluded individually, young enterprises and students who, especially in the context where
private investors are reluctant to take any risks, would not have access to finance for their low
disposable collateralisation.

Source: PwC analysis, 2015.

But the use of Financial Instruments is important beyond these points: Financial Instruments may also play
an important role in addressing socio-economic aspects of the market failures identified in this Chapter. In
addition, they could serve in the fulfilment of the policy objectives highlighted in the EESP OP and presented
in Chapter 3. The progress and achievement of these objectives may also serve as indicators to monitor the
qualitative dimensions of the FIs’ added value. These benefits include:
•

Promotion of entrepreneurs and the entrepreneur spirit. The use of Financial Instruments in
that perspective may add value since it may complement the grants already provided and use channels
(i.e. commercial banks and MFIs) that entrepreneurs may have better knowledge of and better access at
the local level. Facilitating the access to finance for entrepreneurs and removing barriers such as
collateral requirements thanks to a micro-guarantee fund may incentivise socially excluded people to
create their own company. Moreover, previous experience in the EU has illustrated that diminishing the
use of grants in favour of FIs favour the entrepreneurship spirit.

•

Job creation: The EESP OP aims at creating jobs through business creation (entrepreneurs from
socially excluded populations creating their company, including in the social economy sector) and staff
hiring in existing micro-enterprises (micro-enterprises supported to develop their business and hire new
people). Financial Instruments may support this objective thanks to better access to loan financing for
entrepreneurs and existing companies already heavily in debt which are rejected by commercial banks.
FIs that may be developed and implemented over the 2014-2020 programming period would aim at
leveraging loan financing from commercial banks either with micro-loans or with a micro-guarantee
fund.
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•

Reduction of unemployment. Unemployment is one of the main socio-economic challenges of the
Turkish economy, especially for socially excluded populations. Most of the measures proposed in the
EESP OP for 2014-202 aims at reducing unemployment in the country. This implies job creation as
detailed previously but also staff retention. In order to do so, Financial Instruments may be used to
support micro-enterprises willing to keep their staff in order to improve their employability through
training. FIs may consequently support micro-enterprises accessing loan financing to develop or finance
training for their employees. This would incentivise the companies to retain their staff and obtain
financing despite their indebtedness while improving the overall employability of their employees.

•

Improvement in the quality of the financed projects. In comparison with projects financed by
grants, it is to be expected that the projects financed via Financial Instruments and consequently by
private financial intermediaries (commercial banks and MFIs) are of better economic quality and more
sustainable. This is due to the fact that these projects have to reimburse loans and consequently need to
be sustainable. They have also been previously assessed by commercial banks and MFIs during the
evaluation process conducted by experienced financial experts.

•

Reduction of the urban exodus and promotion of the polycentric model through local
financing support. Leveraging the networks of commercial banks and MFIs to finance
entrepreneurship and the social economy would be more efficient than using grant in a centralised
manner. It would also avoid entrepreneurs having to move to urban areas to develop their projects and
find financing.

•

Support and structuring of the social economy sector. Up to now, the social economy sector in
Turkey is not clearly defined and would require more structuring. Support the financing of social
enterprises would imply to clearly define the latter, identify their main needs in terms of working capital
and investment, and to facilitate the understanding of financial specialists among commercial banks and
MFIs who would focus on the financing needs of social enterprises in order to address them. In parallel
to a more clearly defined legal framework, the support to financing for social enterprises would help
these companies to develop and provide services and offer jobs to unemployed people.

7.2.3. Estimate of additional public and private resources
The following paragraphs present the potential additional public and private resources that could co-invest in
the envisaged FIs under the EESP OP.
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Figure 45: Flow of funds and level of additional public and private resources to leverage the FI

Source: PwC analysis, 2015 based on JESSICA Holding Fund Handbook.

The table below illustrates the source of financing available in Turkey for social interventions that could
constitute additional public and private resources, presenting their characteristics (e.g. loans, guarantee,
etc.). The list was drawn based on the information presented in the supply side analysis, and it has to be
considered indicative to the extent that it was developed on the basis of the information collected during the
report.
The following paragraphs present the potential additional public and private resources that could co-invest in
the envisaged FIs under the EESP OP.
Table 41: Potential additional public and private resources to be considered
Product
TA as Grant

Inv.
resources
as grant

Commercial
banks
KOSGEB

Loans

EaSI

x

x

Mezzanine

Microfinance
(x)

x
x

x

x

x

x

Venture
Capital
Companies
Companies
providing
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Product
TA as Grant

Inv.
resources
as grant

Loans

Guarantee

Equity

Mezzanine

Microfinance

Seed Capital
Business
Angels

x

Microfinance
institutions

x

Source: PwC analysis, based on the materials collected in the supply side section, 2015.

7.2.4. Review of lessons learnt from past and existing Financial
Instruments in EU Member States
The flowing sections elaborates in more detail on certain aspects of promoting the social economy in EU
Member States. As per the limited experience with FIs in this investment area, examples of FIs from other
countries are stated below.
The French social economy is exemplary in many ways thanks to well-established institutions and policy
frameworks44. This development is directly linked to the fact that it is well supported by the government
within the policy framework thus higher level strategies are being developed in line with EU policy.
Nevertheless, still the sector faces challenges such as knowledge, recognition, generational renewal of staff,
securing an appropriate legislative and financial framework and of course funding mechanism.
Since 2009, social companies have benefitted from the status of “social and solidarity company” offering
preferential access to public procurement, including investment funds for social projects and social
innovation facilities of Bpifrance; the national public investment bank. Bpifrance was created in 2013 and
is funded by the “Caisse des Dépôts” (for 50%) and the French government (for 50%). It is responsible for
supporting SMEs and innovative businesses. In so doing, Bpifrance has developed a multitude of products
and intends to be more and more active in the financing of the social economy sector. In terms of financial
support to the social economy sector, the actors that later merged into Bpifrance disbursed EUR 95 million of
loans, bank guarantees and innovation aid to social economy companies in 2012. For the future, Bpifrance
reiterates its commitment to social economy, introducing new instruments and products dedicated to the
sector.
Table 42: Financial Instruments and products of Bpifrance for the social economy sector
Target

Estimated
capacity (mEUR)

Instrument

Product

Comments

Fund-of-funds

Equity and quasi-equity

50-100

Debt instrument

“Prêt participatif social et
solidaire” (PPSS)

Several dozen

Guarantee

Bank loan guarantee

Associations

Initiative of Bpifrance and
SOGAMA Crédit Associatif

Social Innovation
Fund

Repayable advance

Socially
innovative
projects

In cooperation with the
State, CDC and regional
authorities

Crowdfunding
website

Facilitates provision of loans,
donations and equity

Source: PwC analysis, 2015, based on Bpifrance’s data.
44

According to the Discussion paper Peer Review on Social Economy, France 2012, the first important point mentioned
is that the social economy in France is highly developed and well supported. It represents about 10% of GDP, 10% of
employment, and over 13% of private employment.
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Another important actor is ADIE45. It is the only national microfinance provider that is legally authorised to
be refinanced by the banks. Overall, ADIE is the most active non-bank provider of micro-loans in France,
having disbursed nearly 11,000 micro-loans to companies by the end of 2012, with the total loans
outstanding of EUR 58m. ADIE provides three types of micro-loans: personal micro-loans, professional
micro-loans; and interest-free loans.
ADIE provides personal micro-loans to unemployed people. These loans (called personal microcredit for
employment) concern amounts up to EUR 3,000 and target to finance expenses which are mostly linked to
mobility in order for people to have access to employment or to maintain a job. These personal micro-loans
cover a very wide scope of unemployed people or people on the verge of unemployment and exclusion. Since
2009, ADIE provided 463 personal micro-loans amounting to more than EUR 917m.
ADIE provides professional micro-loans up to the maximum amount of EUR 10,000. These micro-loans
are addressed at two target groups which cannot benefit from commercial banking:
•

Unemployed and/or people at risk of poverty who are willing to create their own business as a mean of
economic and social integration;

•

Existing micro-enterprises which want to develop.

Most of the beneficiaries belong to the first group. The second group usually includes companies that have
already been supported by ADIE at the start-up stage.
ADIE provides two types of interest-free loans: “prêts d’honneur” (considered by commercial banks as
quasi-equity financing) and interest-free loans, funded at the national level (NACRE loans). These two
products are loans with no interest rate and do not require collateral. Hence, they can be considered a
repayable grant.
The example of Hungary is likewise interesting. The concept of social economy is not well established in
Hungary but it is emerging within the employment policy dialogue. In 2009, the government launched a
social land programme covering 10 counties, 44 rural areas, and in 194 settlements. The target was to
address the most disadvantageous areas and half of the beneficiaries reached were from Roma community.
The innovative solutions proposed through different schemes made them successfully as they were also
sustainable.
As a practice it should be noted that the laws regarding taxation have been arranged for the third sector and
some examples of rules mentioned below might be considered as good practices to support the social
economy46:
•

Tax exemption of the social enterprises of participants which has followed such programme.

•

Tax benefits for supporters and users of services provided by social enterprises.

•

Income related to social services is subject to taxation if it does not exceed 10% of the overall income of
the company.

•

Several discounts laid down in different laws such as law on personal income tax

Sardinia can be taken as an example where Financial Instruments using ESF funding over the 2007-2013
programming period were successfully implemented. An ESF Micro-credit Fund has been established in
2009 with EUR 65.5 million from the ESF regional Operational Programme, in order to promote social
inclusion and cohesion by facilitating access to credit by disadvantaged individuals and women for the
creation and development of micro-enterprises and 0 employee enterprises. The instrument supports
45

46

ADIE was created in 1989 and was originally funded by public and private institutions. Nowadays, ADIE continues to
be financed by a large number of private and public sources. Since ADIE is an association and does not have a
banking license, it can borrow funds for lending only thanks to an authorisation given by the Prudential Control
Authority (“Autorité de Contrôle Prudentiel” - ACP). This authorisation defines the maximum loan amounts that can
be provided. This authorisation allows ADIE to provide loans to SMEs through commercial banks.
Study: National+report+on+social+economy+sector+in+Hungary 2010 – Innovative social enterprises development
network and SouthEast Europe, transnational cooperation programme.
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individuals with difficulties in accessing traditional credit channels and who want to start up a new business
or intend to invest on expansion of initiatives already existing. The products provided by ESF Micro-credit
Funds have the following characteristics:
•

Micro-credit loans of maximum EUR 25,000;

•

The loans are reimbursable at zero-rate and without guarantees;

•

Pay-back are based on a monthly basis with no interest, except for delays; and

•

The pay-back period is of 5 years with a 6 or 12 month grace period.

The Fund also support tutoring activities provided to the funded enterprises. The Fund Manager is a
publicly-owned company 47. It is in charge of the following main activities:
1.

To target the investment and planning strategy;

2. To select beneficiaries through public calls for projects;
3. To manage the Instrument portfolio of projects;
4. To monitor and control the funding transferred to beneficiaries; and
5. To inform the ESF Managing Authority on the implementation progress of the Financial Engineering
Instrument.
The essential part of SFIRS SpA’s activities is carried out with the Managing Authority (i.e. the Labour
Department of the Sardinia Region). Over the implementation of the Financial Engineering Instruments, the
main difficulties encountered are related to:
•

The lack of experience of the applicants with Financial Instruments and project submission in general;
but this issue has been resolved by creating a single dedicated e-mail address to receive doubts and
requests regarding the procedure

•

Insufficient communication and networking activities to ensure an adequate awareness of the instrument
among all potential beneficiaries but this has been solved by intensifying the support offered by
territorial contact points of the Fund Manager to the SMEs (and so potential beneficiaries of the
instrument).

As of October 2014, out of the EUR 65.5m, EUR 11.4m remain available. The expected number of SMEs
which could be beneficiaries is of 2,600 enterprises.

47

The Sardinia Region has selected SFIRS SpA as Fund Manager of the ESF Micro-credit Fund, in coherence with Art.
44 of General Regulation and Art. 43 of Implementing Regulation. SFIRS is a financial institution, in house provider,
acting for 45 years in the development and support of Sardinian enterprises. SFIRS is responsible for the evaluation
of applicants’ projects and for the monitoring and control of the financed projects.
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8. Building block 2: Delivery and
management of Financial
Instruments under the two
investment areas
The analysis carried out in Building Block 1 identified the potentiality for Financial Instruments (FIs) to be
set up in order to fill (at least part of) the identified gaps and address the related market failures in each of
the investment areas. This section presents the Investment Strategy for the two investment areas, namely:
Competitiveness and Innovation (C&I) on the one hand and Education, Employment and Social Policies
(EESP) on the other hand.
When considering the whole Investment Strategy, the overall objectives of the two Operating Structures (OS)
and of the European Union Delegation to implement FIs in these two investment areas are:
•

To take advantage of the revolving nature of FIs. The use of FIs enables the OS to create a tool that will
“re-cycle” the financial resources dedicated to support SMEs, individuals and projects. Once returned,
these resources will represent an independent source of funding, additional to other potential resources
made available in future programming periods in Turkey;

•

To achieve leverage from IPA (Instrument for Pre-Accession Assistance) funding, which will be mobilised
through the use of fine-tuned FIs. By creating FIs facilitating access to credit at competitive terms, the OS
could attract other sources of funding and especially private capital into the supported SMEs, individuals
and projects. In addition, the financed final recipients could be jointly supported by funds’ resources and
public grants from other regional and national sources; and

•

To promote the long-term development and implementation of the supported projects (especially for
innovative projects). In that perspective, the two OS seek to encourage SMEs and individuals to plan
investments, which are capable of being financially self-sustainable whilst ensuring long-term economic,
social and environmental benefits.

The following section details the Financial Products proposed for Turkey over the 2014-2020 programming
period.

8.1. General considerations on the
Financial Instruments and grants

combination

of

As a general observation, the Investment Strategy proposed for Turkey for the 2014-2020 programming
period needs to consider Financial Instruments and grants in a comprehensive manner.
In that perspective, grants may be used for:
•

Technical Assistance for Operating Structures, especially in the view of conducting monitoring and
evaluation studies relative to the use of Financial Instruments in the country;

•

Technical Assistance for future financial intermediaries in view of helping them managing the different
financial products to be implemented in the country;

•

Technical Assistance for SMEs in view of:
-

Improving their financial knowledge and management skills;

-

Helping them for their application for financing, either for “usual” financing or for financial products
supported by Financial Instruments; and

-

Supporting them in their networking and export strategies.
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•

Awareness-raising materials for Financial Instruments, such as:
-

Awareness-raising events for the preparation of the Financial Instruments in the case a tendering
process is chosen to implement the Financial 48;

-

A quick manual presenting the Financial Instruments and the financial products available for the
different final recipients targeted in the two investment areas; and

-

A physical one-stop-shop informing the SMEs and the individuals on their financing options
according to their needs, their phase in the lifecycle and their perspectives (e.g. equity financing for
innovative start-ups).

8.2. Proposed Financial Products for the two investment
areas
The proposed Investment Strategy consists of five Financial Products (FPs) and a Technical Assistance
Facility. This Technical Assistance Facility would (i) provide grants to financial intermediaries and to final
recipients, as well as (ii) be used by the two OS to finance monitoring and evaluation studies related to the
implemented Financial Products. These five Financial Products are detailed in the following paragraphs.
Overall, the five FPs consist in:
1.

A portfolio guarantee instrument for intermediaries in view of providing long-term loans to SMEs
(FP 1);

2. An equity instrument for SMEs (FP 2);
3. A portfolio guarantee instrument for intermediaries in view of providing loans to innovative
SMEs (FP 3);
4. An instrument providing micro-loans to micro-enterprises and individuals for personal and business
purposes (FP 4); and
5. An instrument providing student loans and loans for vocational training (FP 5).
Each of the five Financial Products is detailed individually. Following these presentations, the Technical
Assistance Facility is introduced.
The amount proposed for each Financial Product has been determined based on:
•

The amounts proposed for Financial Instruments in the two Operational Programmes for the 2014-2020
programming period, namely the CISOP49 for Competitiveness and Innovation (corresponding to
EUR 80m) and the EESP OP50 for Education, Employment and Social Policies (also corresponding to
EUR 80m);

•

The financing gaps identified in Building block 1; as well as

•

The potential for each Financial Product to be implemented with success in Turkey, the potential
leverage effect of each of these products and their capacity to be absorbed by the Turkish market (i.e.
implying that the current market infrastructures may channel the funding from a Fund or from a Fund of
Funds to the final recipients targeted in the OPs).

The table below indicates the proposed amounts for each Financial Product under the two OPs. These
proposed amounts represent “maxima” (i.e. meaning that the total funding made available for Financial
Instruments in each of the two OPs is completely used). However, some of the Financial Products may be
considered as pilots (especially FP 3, FP 4 and FP 5) and the proposed amounts for these pilots could be
lower. Indeed, starting with a lower amount will allow greater flexibility in the use and transfer of funds
between the Financial Products proposed within each Operational Programme. Finally, part of the total
48

49
50

In compliance with the different regulations related to the use of IPA funding under Financial Instruments, it is
assumed that the future Fund managers (including potential Fund of Funds managers) will be selected through a
transparent tendering process.
Competitiveness and Innovation Sector Operational Programme (CISOP).
Education, Employment and Social Policies Sector Operational Programme (EESP OP).
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amounts envisaged for Financial Instruments by the Operating Structures (i.e. EUR 160m) can be used for
the Technical Assistance Facility.
The amounts proposed in the following table (and in the tables presenting each Financial Product) are only
indicative and constitute a basis for discussion between the Operating Structures, the EU Delegation and the
other relevant stakeholders. They have been defined according to:
• The amount provided by IPA funding for each Operational Programme;
• The financing gaps identified in Building Block 1;
• The expected leverage effect of each Financial Product; and
• The absorption capacity of the Turkish economy for each Financial Product.
In any case, and in order to increase the leverage effect, proposed products can be blended with existing or
upcoming FoF resources.
Following this, the split of funding between the Financial Products within each OP’s envelope needs to the
fine-tuned during the discussion with the potential Fund managers and clearly defined in the future business
plans of the Financial Products.
Table 43: Allocation of funding for the Financial Products under CISOP and EESP OP
Operational Programme

Amount

Competitiveness and Innovation Sector Operational Programme51
Guarantee instrument for long-term loans for SMEs

EUR 40m

Equity financing

EUR 20m

Guarantee instrument for long-term loans for innovative start-ups and SMEs EUR 20m
TOTAL

EUR 80m

Competitiveness and Innovation Sector Operational Programme
Micro-loans for social purposes

EUR 50m

Student loans

EUR 30m

TOTAL

EUR 80m

Technical Assistance Facility
Technical Assistance Facility

EUR 10-20m

Source: CISOP, EESP OP, PwC analysis, 2015.

The five Financial Products are detailed in the following sections. It has to be kept in mind that these product
proposals are indicative and the final decision on following these proposals depends on the Operating
Structures. When investing in this proposals (or other products) during the programming period 2014 –
2020, revolving resources from the 2007 – 2013 may be taken into account additionally.
When finalising the investment strategy the EU Delegation and OS should differentiate (i) indicators as
targets for the Financial Products and (ii) indicators to be monitored for the follow-up of these Financial
Products. The lists of indicators proposed in the tables below are for monitoring purposes. Further
discussions are required between the EU Delegation, the Operating Structures, the potential Fund-of-Funds
managers and the selected financial intermediaries to be defined and agreed upon the indicators to be used
as targets (in alignment with each Operational Programme).

51

The FPs are in line with Output Indicator 5 under Activity 1.1 of CISOP: Number of equity financing and debt
mechanisms established/supported (target of 3 by 2026).
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8.2.1. Financial Product 1 – Portfolio guarantee instrument for
the provision of long-term loans to SMEs
The characteristics of this first Financial Product (FP 1) are detailed in the table below.
Table 44: Characteristics of Financial Product 1 – Portfolio guarantee for SMEs

Financial Product 1 – Portfolio guarantee instrument for the provision of longterm loans to SMEs
Type de product

Portfolio guarantee aiming at providing long-term loans to SMEs,
potentially with a focus on manufacturing SMEs.

Proposed amount using
IPA funding

The proposed amount is of EUR 40m. It would fully originate from the
CISOP. This proposed amount aims to address a large financing gap in loan
financing and decrease the risk aversion of commercial banks when
providing loan finance.

Expected leverage
effect

From 1.5 to 5.

Expected amount
available to the final
recipients targeted

To be defined according to:
• The amount provided by IPA funding; and
• The expected leverage effect.
In view of the proposed EUR 40m, the amount of loans provided to SMEs is
expected to be between EUR 60m to EUR 200m.

Expected number of
final recipients
supported

When considering the current results of the Greater Anatolia Guarantee
Facility as a benchmark (both in terms of funds disbursed and in number of
SMEs supported), about 3,500 SMEs could be supported by this Financial
Product 1.

Possibility of
combination with
grants

Yes, considering that the combination with grants may raise State Aid issues
that will have to be considered prior to launch and implement the Financial
Product.

Target recipients

All SMEs in all sectors and in all development stages (seed, creation,
development and turnaround), with EU exceptions. Including for instance:
• Entrepreneurs needing long-term financing;
• Micro-enterprises needing long-term financing;
• SMEs needing long-term financing to export; and
• Innovative SMEs (also start-ups);
• SMEs working in the manufacturing sector
The portfolio guarantee could guarantee loans starting at EUR 0 (upper
amount to be defined).
The portfolio guarantee could guarantee loans of a long-term maturity to be
defined (potentially of 8 to 10 years) with a grace period to be defined
(potentially of 3 to 4 years).

Geographical scope

Whole Turkey (with potentially a regional focus on some parts of the
country).
•

Objectives

•
•

Reduce the difficulties to access loan financing experienced by SMEs
and entrepreneurs (especially long-term financing) because SMEs/
entrepreneurs do not have the necessary collateral or because the
commercial banks consider their projects as too risky;
Complete the existing guarantee instruments currently available in
Turkey;
Support investment and export financing.
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Financial Product 1 – Portfolio guarantee instrument for the provision of longterm loans to SMEs
•
•
Advantages expected by
the SME/entrepreneur

•

•

•
•

•

Details

•

•
•

Expected socioeconomic benefits/
Value Added of the
Financial Product

The First-Loss Portfolio Guarantee (FLPG) will cover the first losses of
the portfolio of SMEs created by the selected financial intermediary(ies).
These benefits provided to the financial intermediary(ies) (i.e. the
commercial bank(s)) will be transferred to the target groups (i.e. SMEs,
start-ups, entrepreneurs) as lower collateral requirements, lower
interest rates, longer maturity and longer grace period. These benefits
will be discussed during the negotiations with the financial
intermediary(ies);
This product is a portfolio guarantee provided to a financial
intermediary (or several financial intermediaries) that will be selected.
This product is to be provided under a risk-sharing instrument where
each selected financial intermediary also bears a part of the risk;
This guarantee may cover the losses (losses related to the non-payment
of the capital and the interests of the loan) that the financial
intermediary may have;
The types of financing that could be covered by the guarantee are
investment financing (fixed assets);
Steps relative to the reception, analysis, documentation and provision of
loans to the final recipients will have to be handled by each selected
financial intermediary, according to the existing and required market
procedures. Each financial intermediary will therefore have a direct
credit relation with each final recipient;

•

During the selection process of the FIs, attention should be paid to the
capabilities of potential FIs and their strategic alignment with the goals
of CISOP. Potential FIs might be also supported by additional TC.

•
•
•
•
•
•
•

Support to competitiveness and innovation;
Promotion of entrepreneurship;
Job creation;
Creation of new enterprises;
Reduction of unemployment;
Revolving use of IPA funding;
Risk sharing with the private sector (through the financial
intermediary); and
Use/leverage of the knowledge and competences of the selected financial
intermediary(ies)
to
select
and
finance
the
SMEs/
entrepreneurs/projects.

•

Coherence with other
forms of intervention
in Turkey

Reduction in the maximum level of collateral required by the
commercial bank to the SME;
Reduction in the interest rate required for the loan (as compared to a
loan, which does not benefit from the guarantee);
Guarantee costs potentially below the market cost (depending on the
offer made by each financial intermediary prior to launch the Financial
Product);
Possibility for a grace period longer than the one usually proposed on
the market (depending on the offer made by each financial intermediary
prior to launch the Financial Product);
Access to Technical Assistance provided by the TA Facility.

This product would be provided to a limited number of financial
intermediaries (even potentially to only one intermediary), which would be
selected. It would coexist with existing guarantee instruments already
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Financial Product 1 – Portfolio guarantee instrument for the provision of longterm loans to SMEs
provided in Turkey.
It can be coupled with the loans for innovative SMEs (FP 3) and the
Technical Assistance Facility.

Consistency with the
Operational
Programme

This product would be consistent with the CISOP in supporting
manufacturing SMEs and in promoting the competitiveness and innovation
of Turkish SMEs as a whole.
The FP particularly contributes to Output Indicator 5 under Activity 1.1:
•

Number
of
equity
financing
and
established/supported (target of 3 by 2026).

•

Number of SMEs financed (with a split between micro-enterprises,
small enterprises, medium-sized enterprises);
Number of entrepreneurs financed;
Number of employees employed in the SME at the inclusion of the SME
in the portfolio;

•
•
Potential monitoring
indicators

•

Number of SMEs carrying out green investments;

•

Number of SMEs with increased exports;

•
•
•

Total loan amount provided to SMEs;
Average loan amount provided to SMEs; and
Leverage effect.
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8.2.2. Financial Product 2 – Equity financing
The table below details the characteristics of the second Financial Product (FP 2).
Table 45: Characteristics of Financial Product 2 – Equity financing

Financial Product 2 – Equity financing
Type de product

Co-investment product providing equity and quasi-equity financing to
SMEs.

Proposed amount using
IPA funding

The proposed amount is of EUR 20m. It would fully originate from the
CISOP. This proposed amount aims to address a large financing gap in
equity financing for all SMEs in the country.

Expected leverage
effect

The leverage effect to be expected may depend on the development stage of
the SMEs supported, on the potential capacity of the Financial Product to
attract private investors and on the exit strategy defined by the financial
intermediary selected. Taking into account past experience, a leverage of 3-5
could be expected.

Expected amount
available to the final
recipients targeted

The expected amount available to the final recipients targeted will depend
on the leverage effect created by the Financial Product.

Expected number of
final recipients
supported

With an assumption of a leverage effect of 4, about EUR 80m of equity
financing could be disbursed to SMEs.
Following that, the current Istanbul Venture Capital Initiative and the G43
Anatolian Venture Capital Fund could be used as benchmark. Both Financial
Instruments have provided EUR 1.9m per deal on average. Following this,
about 40-45 SMEs could be supported by Financial Product 2.
In the meantime, when considering the average equity financing supply
considered for the computation of the financing gap (i.e. EUR 253,424),
then 316 SMEs could be supported by Financial Product 2.
Following this, it can be assumed that between 40 and 316 SMEs may be
supported by Financial Product 2 if a leverage effect of 4 is achieved.

Possibility of
combination with
grants

Yes, considering that the combination with grants may raise State Aid issues
that will have to be considered prior to launch and implement the Financial
Product.

Target recipients

•

SMEs, including start-ups and innovative SME in all development
stages; and

•

SMEs working in all economic sectors, including the manufacturing

sector (and with EU exceptions).
Geographical scope

Whole Turkey (with potentially a regional focus on some parts of the
country).
•
•
•

Objectives
•
•

Strengthen equity financing and quasi-equity financing for SMEs in
seed, creation, development and turnaround stages;
Strengthen the capitalisation of SMEs with high growth potential in
Turkey (having innovative and/or not innovative projects);
Complement the existing supply of equity financing and promote coinvesting with existing market operators (Business Angels and
investment funds)
Encourage the strengthening of the capital market in Turkey, including
the development of Business Angels; and
Attract national and external investors who generally do not operate in
Turkey.
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Financial Product 2 – Equity financing
•

•
Advantages expected by
the SME/entrepreneur

•

•

•
•
Details

Expected socioeconomic benefits/
Value Added of the
Financial Product

•

•
•
•
•
•
•

•
•

In addition to IPA funding, part of the investment in the SMEs will come
from the selected financial intermediary and from other investors that
will be attracted by the Financial Product;
The SMEs will access support provided by the Technical Assistance
Facility, for example: access to a development agency, coaching from an
experienced entrepreneur, support in conducting market research,
support for feasibility studies, support in “market testing” as well as
information on other existing mechanisms for the development of
innovation and/or entrepreneurship in general;
One of the purposes of the Financial Products is also to create synergies
with Business Angels, venture capital funds, investment funds as well as
attract investors from Turkey and abroad.
The manager of the co-investment fund will be an independent entity
that makes all investment decisions/divestment as a professional
manager, economically and legally independent from the Operating
Structure;
The governance of the co-investment funds should include mechanisms
to avoid potential conflicts of interests;
The final recipients targeted include SMEs of all development stages (i.e.
seed, creation, development and turnaround stages);
The proposed amount for this Financial Product is relatively limited
(EUR 20m) in regards to the financing gap for equity financing in
Turkey. Therefore, it is possible to envisage more specific targets in
terms of final recipients when fine-tuning the product (i.e. the future
business plan of the Financial Product). Discussions may consequently
occur as per the creation of specific sub-funds, for instance for seed
financing and/or for regional financing. This would support the design
and implement of FP 2 as a flagship product aiming at illustrating the
added value of Financial Instruments using IPA funding.
Improvement of SMEs’ capitalisation;
Improvement of SMEs’ sustainability and resilience;
Promoting entrepreneurship;
Creation of new enterprises;
Revolving use of IPA funding;
Possibility to focus on special categories of final recipients (in terms of
investment amounts, of economic sectors such as manufacturing and of
SME development stage);
Risk sharing with the private sector (through the financial
intermediary); and
Use/leverage of the knowledge and competences of the selected financial
intermediary to select and finance the SMEs/ entrepreneurs/projects.

•
Coherence with other
forms of intervention
in Turkey

This product would support the current supply of equity financing in the
country and would help structuring an equity financing market that is
currently insufficient in Turkey;
• It would also help attracting new investors from Turkey and abroad; and
• It would finally allow greater diversification of the risks taken by the
investors.
It can be coupled with the loans for innovative SMEs (FP 3) and the
Technical Assistance Facility.
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Financial Product 2 – Equity financing
This product would be consistent with the CISOP in supporting
manufacturing SMEs and in promoting the competitiveness and innovation
of Turkish SMEs as a whole.

Consistency with the
Operational
Programme

The FP particularly contributes to Output Indicator 5 under Activity 1.1:
• Number
of
equity
financing
and
debt
mechanisms
established/supported (target of 3 by 2026).
The FP contributes to the Result Indicator 3 of the STI Action:
• Number of innovative entrepreneurs/SMEs receiving equity financing
(target of 35 by 2026).
It could also contribute to Output Indicator 5 under Activity 2.1:
• Number of women researchers (engineers, technicians etc.) involved in
R&D projects (target of at least 20 women researchers by 2026).
•

Potential monitoring
indicators

•
•
•
•
•
•
•
•
•
•

Number of SMEs financed (with a split between micro-enterprises,
small enterprises, medium-sized enterprises);
Number of entrepreneurs financed;
Number of employees employed in the SME financed;
Number of products created;
Number of patents;
Number of women researchers;
Number of accelerators supported may be added;
Total equity amount provided to SMEs;
Average equity amount provided to SMEs;
Survival rates of the entrepreneurs and SMEs financed after 3 and 5
years; and
Leverage effect.
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8.2.3. Financial Product 3 – Portfolio guarantee instrument for
the provision of loans to innovative SMEs
The Financial Product detailed below focuses on the provision of loans (including long-term loans) for
innovative projects of start-ups and SMEs in general. Best practices in EU Member States have emphasized
the fact that, in order to have positive results such a FP requires a well-structured innovation eco-system as
well as a clear pipeline of “ready-to-start” project among start-ups and SMEs. That is why the OS in charge of
the COSIP may consider this Financial Product as a pilot, which would consequently require a lower amount
than the one indicted in the table below. Considering FP 3 as a pilot product would also increase the
flexibility in its implementation.
The characteristics of this third Financial Product (FP 3) are detailed in the table below.
Table 46: Characteristics of Financial Product 3 – Portfolio guarantee instrument for the provision of loans
to innovative SMEs

Financial Product 3 – Portfolio guarantee instrument for the provision of loans to
innovative SMEs
Type de product

Portfolio guarantee aiming at providing senior loans below EUR 200,000 to
innovative start-ups and SMEs.

Proposed amount using
IPA funding

The proposed amount is of EUR 20m. It would fully originate from the
CISOP.
This proposed amount aims to address the gap in RDI financing in the area
of start-ups and SMEs.

Expected leverage
effect

From 1.5 to 4.

Expected amount
available to the final
recipients targeted

To be defined according to:
• The amount provided by IPA funding; and
• The expected leverage effect.
In view of the proposed EUR 20m, the amount of loans provided to
innovative companies’ is expected to be between EUR 30m to EUR 80m.

Expected number of
final recipients
supported

About 600 SMEs could be supported by Financial Product 3 when
considering the average loan size for innovation considered for the
computation of the financing gap (i.e. EUR 132,372).

Possibility of
combination with
grants

Yes, considering that the combination with grants may raise State Aid issues
that will have to be considered prior to launch and implement the Financial
Product.
•

Target recipients
•
Geographical scope

Whole Turkey (with potentially a regional focus on some parts of the
country).
•

Objectives

Individuals creating their companies to commercialise their innovation
(with the obligation to create the company within a certain period, such
as 6 months); and
Innovative start-ups and SMEs.

•
•
•

Support entrepreneurs, start-ups and SMEs with an innovative project
whether they are in seed stage, creation and/or development stage
(development finance is possible, although the focus is on seed and
creation stages);
Finance risks taken by innovative entrepreneurs, start-ups and SMEs;
Finance investment, whether for business creation or for long-term
investment;
Ensure sharing of risk with a financial intermediary (allowing leverage
effect);
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Financial Product 3 – Portfolio guarantee instrument for the provision of loans to
innovative SMEs
•
•

•
•
•
•

Advantages expected by
the SME/entrepreneur

•

•

•
•

•

Details

•
•

•

Complete the existing financing dedicated to innovation;
Reduce the difficulties of the targeted final recipients when accessing
finance because financial institutions consider their projects as too risky
and /or not bankable;
Provide loans at better market conditions;
Potentially, provide loans with no collateral requirements.
Better access to finance for creation and development projects of
innovative entrepreneurs, start-ups and SMEs;
Possibility for a grace period longer than the one usually applied by the
financial intermediary on the market (depending on the selection of the
financial intermediary prior to launch the Financial Product);
Access to a support provided under the Technical Assistance Facility, for
example: (i) access to an incubator, (ii) follow-up support provided by
an experienced entrepreneur, (iii) support in project preparation, (iv)
support for conducting market research and market studies, (v) support
for technical and financial feasibility studies, (vi) support for “market
testing” studies, (vii) support in the preparation/drafting of project
documentation for accessing finance, (viii) support in project execution
as well as (ix) information on other existing mechanisms for the
development of innovation in Turkey.
Prior to launch such Financial Product, two elements are needed:
1. A clear pipeline of “ready-to-start” projects among innovative
entrepreneurs, start-ups and SMEs; and
2. A well-structured “innovation eco-system” able to source such
innovative projects;
This Financial Product consists in a portfolio guarantee provided to a
financial intermediary which then provides loans to the final recipients;
Once selected, the financial intermediary will define a portfolio of
predetermined loans (this definition will be made with a predetermined
volume and amount);
Steps relative to the approval, analysis and provision of the loans to the
final recipients will have to be handled by the financial intermediary,
according to the existing and required market procedures. The financial
intermediary will follow its own standards and procedures. Following
this, the financial intermediary will have a direct credit relation with the
final recipients. The financial intermediary will also assume some of the
risk associated with the provision of the loans. Depending on the
discussions and negotiations made during the selection of the financial
intermediary, the interests’ rates and requirements to provide collateral
will be determined. Loans should be provided at a better market
conditions than currently available on the market;
The loans are meant to cover investment purposes;
The financial intermediary will also aim to follow the evolution of the
innovative entrepreneurs, start-ups and SMEs, particularly in
connection/coordination with innovation stakeholders in Turkey (the
development agencies and the Technology Transfer Accelerator for
instance);
During the selection process of the FIs, attention should be paid to the
capabilities of potential FIs and their strategic alignment with the goals
of CISOP. Potential FIs might be also supported by additional TC.
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Financial Product 3 – Portfolio guarantee instrument for the provision of loans to
innovative SMEs
•
•
•
Expected socioeconomic benefits/
Value Added of the
Financial Product

•
•
•
•

Promoting entrepreneurship;
Creation of new (innovative) enterprises;
Improving technical quality of innovative projects (in comparison with
sole grant funding);
Support of risk-taking;
Revolving use of IPA funding;
Risk sharing with the private sector (through the financial
intermediary); and
Use/leverage of the knowledge and competences of the selected financial
intermediary to select and finance the entrepreneurs, start-ups and
SMEs.

•

Coherence with other
forms of intervention
in Turkey

Consistency with the
Operational
Programme

This product would be provided to a limited number of financial
intermediaries (potentially even only one financial intermediary), which
would be selected; and
• It would support the current supply of innovation financing in the
country and would coexist with the existing financing dedicated to
innovation and commercialisation of innovation in Turkey.
It can be coupled with the portfolio guarantee designed for all SMEs (FP 1),
the equity financing instrument (FP 2), the micro-loans designed for social
purposes (FP 4) and the Technical Assistance Facility.
This product would be consistent with the CISOP in promoting the
competitiveness and innovation of Turkish SMEs of all sizes and of all
development stages.
The FP particularly contributes to Output Indicator 5 under Activity 1.1:
• Number
of
equity
financing
and
debt
mechanisms
established/supported (target of 3 by 2026).
•

•
•
Potential monitoring
indicators

•
•
•
•
•
•
•

Number of innovative SMEs financed, with a breakdown by:
- Company size (micro-enterprises, small enterprises, medium-sized
enterprises);
- Development stage (seed, creation, development stage); and
- Sector.
Number of entrepreneurs financed (individuals creating their own
company) with a breakdown by sector;
Number of employees employed in the innovative SME financed at the
time of the loan provision;
Number of products created;
Number of patents;
Number of women researchers;
Total loan amount provided to innovative entrepreneurs, start-ups, and
SMEs (with a breakdown by company size);
Average loan amount provided to innovative entrepreneurs, start-ups
and SMEs (with a breakdown by company size);
Survival rates of the innovative entrepreneurs and companies financed
after 3 and 5 years; and
Leverage effect.
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8.2.4. Financial Product 4 – Senior loan (potentially supported by
a guarantee facility) to provide micro-loans to individuals
and micro-enterprises for social purposes
The Financial Product detailed below focuses on the provision of micro-loans to various final recipients;
including for instance people at risk of poverty, women, young people willing to create their company, wouldbe entrepreneurs, social enterprises as well as micro-enterprises needing finance to provide training to their
employees. This Financial Product would also target remote populations in Turkey (i.e. people not living in
cities), and potentially refugees. It would finally aim to develop the existing Microfinance Institutions (MFIs)
market and support the creation of new MFIs. These are very ambitious objectives considering that the
microfinance and micro-loan market in Turkey is underdeveloped. That is why the OS in charge of the EESP
OP may consider this Financial Product as a pilot, which would consequently require a lower amount than
the one indicted in the table below. Considering this FP 4 as a pilot product would also increase its flexibility
during the implementation.
The table below details the characteristics of this fourth Financial Product (FP 4).
Table 47: Characteristics of Financial Product 4 – Senior loan (potentially supported by a guarantee
facility) to provide micro-loans to individuals and micro-enterprises for social purposes

Financial Product 4 – Senior loan (potentially supported by a guarantee facility) to
provide micro-loans to individuals and micro-enterprises for social purposes

Type de product

Senior loan(s) provided to (a) financial intermediary(ies) - and potentially
supported by a guarantee facility - aiming at providing micro-loans to
individuals, entrepreneurs and micro-enterprises for social purposes. These
micro-loans (with an individual amount below EUR 25,000) would finance
personal and business purposes.

Proposed amount using
IPA funding

The proposed amount is of EUR 50m. It would fully originate from the
EESP OP.
This proposed amount aims to address the gap in microfinance and to
provide financing to individuals and micro-enterprises that have difficulties
in obtaining financing.

Expected leverage
effect

From 1.5 to 2.5.
This leverage effect does not integrate the potential guarantee facility which
would complement the senior loan(s).

Expected amount
available to the final
recipients targeted

To be defined according to:
• The amount provided by IPA funding; and
• The expected leverage effect.
In view of the proposed EUR 50m, the amount of micro-loans provided to
individuals and micro-enterprises is expected to be between EUR 75m to
EUR 125m.

Expected number of
final recipients
supported

This Financial Product aims to finance very different final recipients (both
individuals and micro-enterprises).
In the meantime, if the average micro-loan amount used for the
computation of the demand for microfinance is considered (i.e. EUR 2,818),
then more than 44,000 final recipients could be supported by Financial
Product 4.
This is very hypothetical since micro-enterprises might request more
funding in comparison with individuals at risk of poverty and since the
maximum micro-loan amount could actually reach EUR 25,000.

Possibility of
combination with
grants

Yes, considering that the combination with grants may raise State Aid issues
that will have to be considered prior to launch and implement the Financial
Product.
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Financial Product 4 – Senior loan (potentially supported by a guarantee facility) to
provide micro-loans to individuals and micro-enterprises for social purposes

Target recipients

Individuals and micro enterprises, including for instance:
• Individuals (self-employed and individuals for personal purposes,
notably people in remote locations and potentially refugees);
• Would-be entrepreneurs (including people at risk of poverty, women
and young people willing to create their company);
• Micro-enterprises:
- That need financing to keep their business alive (and lack access to
finance);
- That want to expand their business activities; and
- That want to provide training to their employees.
• Social enterprises.

Geographical scope

Whole Turkey (with potentially a regional focus on some parts of the
country).
•

•
Objectives

Advantages expected by
the SME/entrepreneur

•

•
•
•

•

•

•
Details

•

•

Reduce the difficulties of the target recipients when accessing finance
because financial institutions consider their projects as too risky and/or
not bankable and/or because they lack collateral;
Reinforce the downscaling trend performed by the commercial banks in
Turkey; and
Establish a risk-sharing financing scheme with financial intermediaries
in view of providing loans of very small amounts to (i) non-bankable
individuals needing financing to have an improved access to the market
labour (for instance for financing transport costs), to (ii) individuals
willing to create their company as well as micro-enterprises needing
financing to cover their working capital needs and/or invest, and to (iii)
micro-enterprises needing financing to finance training for their
employees.
Provision of micro-loans, potentially with no or small collateral
requirement; and
Easier access to finance.
This Financial Product consists in a senior loan provided to (a) financial
intermediary(ies) which then provide(s) micro-loans to the final
recipients;
Once selected, the financial intermediary(ies) will define a portfolio of
predetermined micro-loans (this definition will be made with a
predetermined volume and amount);
Each micro-loan provided via the financial intermediary(ies) will have
an interest rate that follows the market conditions (basic rate plus
margin related to the risk taken);
Potentially, the micro-loans provided will be provided with no collateral
requirement;
The micro-loans provided are meant to cover personal purposes (often
linked to access to the labour market, like transportation) and business
purposes (working capital and investment needs of micro-enterprises);
Steps relative to the approval, analysis and provision of the micro-loans
to the final recipients will have to be handled by the financial
intermediary(ies), according to the existing and required market
procedures. The financial intermediary(ies) will follow its (their) own
standards
and
procedures.
Following
this,
the
financial
intermediary(ies) will have a direct credit relation with the final
recipients. The financial intermediary(ies) will also assume some of the
risk associated with the provision of the micro-loans. Depending on the
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Financial Product 4 – Senior loan (potentially supported by a guarantee facility) to
provide micro-loans to individuals and micro-enterprises for social purposes

•

•

Expected socioeconomic benefits/
Value Added of the
Financial Product

discussions and negotiations made during the selection of the financial
intermediary(ies), the interests’ rates and requirements to provide
collateral will be determined. Finally, the micro-loans should be
provided at a better market conditions than currently available on the
market;
The micro-loans are meant to cover personal purposes for the
individuals as well as working capital and investment purposes for the
micro-enterprises;
The financial intermediary(ies) will also aim to follow the evolution of
the individuals and micro-enterprises financed;

•

During the selection process of the FIs, attention should be paid to the
capabilities of potential FIs and their strategic alignment with the goals
of CISOP. Potential FIs might be also supported by additional TC.

•
•
•
•
•
•
•
•

Promoting entrepreneurship;
Creation of new enterprises;
Reduction of poverty;
Support to job creation among micro-enterprises;
Improving employability of employees and job flexibility;
Support and structuring of the social economy sector in Turkey;
Revolving use of IPA funding;
Risk sharing with the private sector (through the financial
intermediary(ies)); and
Use/leverage of the knowledge and competences of the selected financial
intermediary(ies)
to
select
and
finance
the
individuals/
entrepreneurs/micro-enterprises.

•

•

Coherence with other
forms of intervention
in Turkey

This product would be provided to a limited number of financial
intermediaries (potentially even only one financial intermediary), which
would be selected; and
• It would support the current supply of microfinance products in the
country and would coexist with other sources of financing currently used
by individuals and micro-enterprises due to the lack of structure of the
microfinance market in Turkey (i.e. credit cards, consumer credit) in
parallel to micro-loans provided by MFIs.
It can be coupled with the portfolio guarantee designed for all SMEs (FP 1),
the portfolio guarantee instrument for the provision of loans to innovative
SMEs (FP 3) and the Technical Assistance Facility.

Consistency with the
Operational
Programme

This product would be consistent with the EESP OP in providing financial
support to (i) individuals at risk of poverty, (ii) would-be entrepreneurs
(including women and young people) as well as (iii) micro-enterprises
needing finance (including for the provision of training of their employees
and social enterprises).
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Financial Product 4 – Senior loan (potentially supported by a guarantee facility) to
provide micro-loans to individuals and micro-enterprises for social purposes
•
•
•
•
Potential monitoring
indicators

•

•

•
•

Number of individuals financed for personal purposes with a breakdown
by gender and age;
Number of entrepreneurs financed (individuals creating their own
company) with a breakdown by gender, age and sector;
Number of micro-enterprises financed with a breakdown by sector and
purpose of finance (including training and investment);
Number of employees employed in the micro-enterprise financed at the
time of the micro-loan provision;
Total loan amount provided to individuals, entrepreneurs and microenterprises (with a breakdown by category of target groups, gender for
individuals, age for individuals and sector for micro-enterprises);
Average loan amount provided to individuals, entrepreneurs and microenterprises (with a breakdown by category of target groups, gender for
individuals, age for individuals and sector for micro-enterprises);
Survival rates of the entrepreneurs and micro-enterprises financed after
3 and 5 years; and
Leverage effect.

Carrying out a gap analysis for the design of Financial Instruments in Turkey
PwC

21 December 2015
121

Final Report
Private and confidential

8.2.5. Financial Product 5 – Student loans and loans for
vocational training
The Financial Product detailed below focuses on the provision of student loans to four types of final
recipients: (i) Turkish students studying in Turkey, (ii) Turkish students studying abroad, (iii) individuals
and employees needing vocational training, as well as (iv) SMEs needing funding to finance vocational
training for their employees. The financing gap identified in Building block 1 for these final recipients is very
important while the market is currently financed via grant schemes with no revolving effect. In addition,
there is currently no scheme (or very limited) similar to student loans (or loans for vocational training) in
Turkey. That is why the Financial Product proposed below should be considered as a pilot product by the OS
in charge of the EESP OP. In doing so, the OS would have the capacity to adapt the product over time and
reinforce it if needed during the 2014-2020 programming period.
The characteristics of this fifth Financial Product (FP 5) are detailed in the table below.
Table 48: Characteristics of Financial Product 5 – Student loans and loans for vocational training

Financial Product 5 – Senior loan to provide student loans and loans for vocational
training

Type de product

Senior loan(s) provided to (a) financial intermediary(ies) aiming at
providing long-term loans to students for their studies and to individuals,
employees and SMEs to finance vocational training (below EUR 25,000).
These long-term loans would finance the tuitions and other costs related to
studies (housing, food and clothing for instance).

Proposed amount using
IPA funding

The proposed amount is of EUR 30m. It would fully originate from the
EESP OP.
This proposed amount aims to address the gap in student loans and to
provide financing to students, individuals and employees (as well as SMEs
willing to finance vocational training for their employees) that have
difficulties in obtaining financing to finance their studies and/or vocational
training.

Expected leverage
effect

From 1.5 to 2.5.

Expected amount
available to the final
recipients targeted

To be defined according to:
• The amount provided by IPA funding; and
• The expected leverage effect.
In view of the proposed EUR 30m, the amount of student loans provided to
students, individuals and employees is expected to be between EUR 45m to
EUR 75m.

Expected number of
final recipients
supported

This Financial Product aims to finance very different final recipients
(namely: students, employees and micro-enterprises).
In the meantime, when considering the maximum student loan amount as
an average amount (i.e. EUR 25,000), then about 3,000 final recipients
could be supported by Financial Product 5.

Possibility of
combination with
grants

Yes, considering that the combination with grants may raise State Aid issues
that will have to be considered prior to launch and implement the Financial
Product.

Target recipients

•
•
•
•
•

Turkish students studying in Turkey;
Turkish students studying abroad;
Individuals needing financing to finance studies in order to better access
the labour market (for increased employability);
Employees needing financing to finance vocational training; and
SMEs needing financing to finance vocational training for their
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Financial Product 5 – Senior loan to provide student loans and loans for vocational
training
employees.
Geographical scope

Whole Turkey (with potentially a regional focus on some parts of the
country).
•
•

Objectives
•
Advantages expected by
the student/individual/
employee

•
•
•

•

•
•

•
Details

Expected socioeconomic benefits/
Value Added of the
Financial Product

Reduce the difficulties of the target recipients when accessing finance;
Finance “student life” expenditures and support access to studies for
employees; and
Support the transition from grant financing to loan financing for initial
studies, vocational training and life-long education.
Provision of long-term loans to individuals (students or employees),
potentially with no or small collateral requirement; and
Easier access to finance for target recipients (including SMEs willing to
finance vocational training for their employees).
This Financial Product consists in a senior loan provided to (a) financial
intermediary(ies) which then provide(s) long-term loans to the final
recipients;
Each long-term loan provided via the financial intermediary(ies) will
have an interest rate that follows the market conditions (basic rate plus
margin related to the risk taken);
To the best extent possible, the long-term loans provided will be
provided with no collateral requirement;
The long-term loans provided are meant to cover the tuition fees
(especially for students studying abroad) and the “student life”
expenditures (including the expenditures spent by the individuals and
employees who may have their salary reduced while studying);
Steps relative to the approval, analysis and provision of the micro-loans
to the final recipients will have to be handled by the financial
intermediary(ies), according to the existing and required market
procedures. The financial intermediary(ies) will follow its (their) own
standards
and
procedures.
Following
this,
the
financial
intermediary(ies) will have a direct credit relation with the final
recipients. The financial intermediary(ies) will also assume some of the
risk associated with the provision of the long-term loans. Depending on
the discussions and negotiations made during the selection of the
financial intermediary(ies), the interests’ rates and requirements to
provide collateral will be determined. Finally, the long-term loans
should be provided at a better market conditions than currently
available on the market;

•

During the selection process of the FIs, attention should be paid to the
capabilities of potential FIs and their strategic alignment with the goals
of CISOP. Potential FIs might be also supported by additional TC.

•

Improving access to higher education for Turkish students and Turkish
employees in Turkey and abroad;
Improving employability of employees and job flexibility;
Revolving use of IPA funding;
Support the transition from grant financing to loan financing for higher
education and vocation training; and
Risk sharing with the private sector (through the financial
intermediary(ies)).

•
•
•
•
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Financial Product 5 – Senior loan to provide student loans and loans for vocational
training
•
Coherence with other
forms of intervention
in Turkey

Consistency with the
Operational
Programme

This product would be provided to a limited number of financial
intermediaries (potentially even only one financial intermediary), which
would be selected; and
• It would complement the current supply of grant schemes to students
and would provide finance for vocational training for employees.
It can be coupled with the Technical Assistance Facility in the case of
students willing to start their company after their studies and/or in the case
of employees willing to do the same after their vocational training.
This product would be consistent with the EESP OP in providing financial
support to (i) students and (ii) employees needing vocational training.
•
•
•
•

Potential monitoring
indicators

•
•
•
•

•

Number of students financed with a breakdown by study location (in
Turkey or abroad), gender and age;
Number of employees financed with a breakdown by study location (in
Turkey or abroad), gender and age;
Number of SMEs financed with a breakdown by company size,
development stage and sector;
Total loan amount provided to students and employees (with a
breakdown by category of target groups, gender and age);
Total loan amount provided to SMEs;
Average loan amount provided to students and employees (with a
breakdown by category of target groups, gender and age);
Average loan amount provided to SMEs;
Number of companies created following the studies by the students and
employees (with a breakdown by category of target groups, gender and
age); and
Leverage effect.
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8.2.6. Technical Assistance Facility
The following table shows the characteristics of the Technical Assistance Facility proposed in parallel with
the five Financial Products detailed above.
Table 49: Technical Assistance Facility for the development and implementation of Financial Instruments
in Turkey

Technical Assistance Facility

Type de product

Grant and advisory services/tutoring/mentoring to promote and provide
knowledge and skills to (i) the Operating Structures, (ii) the financial
intermediaries and (iii) the final recipients for the development,
implementation and use of the Financial Products proposed in the
Investment Strategy

Proposed amount using
IPA funding

The proposed amount is of EUR 10m to EUR 20m.
It may originate from the two Operational Programmes. Within each of the
Operational Programmes, funding may originate from the funds devoted to
Financial Instruments and/or from the funds devoted to Technical
Assistance.

Target recipients

The Technical Assistance Facility may target three types of recipients: (i) the
Operating Structures, (ii) the financial intermediaries and (iii) the final
recipients of the Financial Products proposed in the Investment Strategy.
Examples of use of the Technical Assistance Facility by these three types of
recipients are provided below:
• For the two Operating Structures, inter alia: (i) conduct monitoring
and evaluation studies related to Financial Instruments, (ii) develop
strategic studies on the key fields to be supported by the Financial
Products during the 2014-2020 programming period and/or later, and
(iii) support the development of a project pipeline for Research,
Development and Innovation (RDI).
• For the Financial intermediaries, inter alia: (i) training on the use
of IPA funding for Financial Instruments; (ii) awareness raising
campaigns on the Financial Instruments financed by IPA funding, and
(iii) continuous support for the monitoring of the Financial Instruments
financed by IPA funding. The financial intermediaries to be considered
would be the commercial banks, the investment funds and the
institutions providing microfinance products which would have been
selected to develop and implement the Financial Instruments chosen by
the two OS.
• For the final recipients, inter alia: (i) support for accessing an
incubator, (ii) provision of follow-up support provided by an
experienced entrepreneur, (iii) support in project preparation, (iv)
support for conducting market research and market studies, (v) support
for technical and financial feasibility studies, (vi) support for “market
testing” studies, (vii) support in the preparation/drafting of project
documentation for accessing finance, (viii) support in project execution
as well as (ix) information on other existing mechanisms supporting the
different types of final recipients. The final recipients to be considered
would be the individuals and enterprises benefitting from the financial
products provided via Financial Instruments financed by IPA funding
and proposed in the Investment Strategy. They would be people at risk
of poverty, women, young people, entrepreneurs, start-ups and SMEs
(including innovative SMEs).

Geographical scope

Turkey
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Technical Assistance Facility
•
•
•
Objectives
•

•

•

•

Advantages expected by
the target recipients

•
•

Details

•

•

Support and promote the development and implementation of the
Financial Instruments financed by IPA funding in Turkey;
Improve knowledge related to the existence and operation of the
Financial Instruments in Turkey;
Support (i) to Operating Structures in the monitoring of the Financial
Instruments, (ii) to financial intermediaries in the management of the
Financial Instruments and (iii) to final recipients in the access to the
products provided by the Financial Instruments; and
Favour the involvement of other stakeholders in the access to finance of
the final recipients targeted. These stakeholders include the supporting
networks (such as the chambers of commerce and the development
agencies), as well as the actors involved in the innovation eco-system,
such as the Technology Transfer Accelerator.
Expected benefits for the two Operating Structures:
- Improved capacity to monitor and assess Financial Instruments
using IPA funding;
Expected benefits and services for the financial intermediaries:
- Improved capacity to identify valuable projects, prepare and
examine documentation, set suitable financing offers and finally
follow the final recipients; as well as
- Support in monitoring and reporting on financial transactions.
Expected benefits and services for the final beneficiaries:
- Financial and operational support in preparation and setting up of
projects that may be supported by funding provided by Financial
Instruments, such as: market feasibility studies, project preparation
support for innovative projects, and support in the development of
business plans;
- Operational support in funding application, including: preparation
of documentation, preparation for meeting with a bank/an
investment fund, and assistance in drafting specific documentation
for funding application;
- Support in management and monitoring of projects once funding
has been obtained;
- Support from different relevant institutions, e.g. Technology
Transfer Accelerator for start-ups, mentoring schemes, different
promotion possibilities (participation to fairs outside the country,
participation to business trip outside Turkey, memberships in
different associations).
The product consists in a grant or direct service which will be provided
to the different target recipients;
It is meant to focus on capacity building and support for better
management, including for instance: training sessions to Operating
Structures (for monitoring and evaluation), advisory services to
financial intermediaries and management support to individuals and
SMEs (regarding business plan drafting for instance);
More specifically, the grant and/or technical support can be dedicated to
cover a certain percentage of the cost incurred in the preparation of a
project for an SME (e.g. market research, feasibility studies, and
documentation preparation for a funding request);
This facility should be managed or supervised by the country services so
as to avoid any conflict of interest with the management of the Financial
Instruments: the aim is to differentiate the support services (granted
through the Technical Assistance Facility) and a loan/equity financing
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Technical Assistance Facility
provided by a financial intermediary whose decision must be made
independently and according to existing standard procedures.
•
Expected socioeconomic benefits/
Value Added of the
Technical Assistance
Facility

•
•
•
•

Coherence with other
forms of intervention
in Turkey

Consistency with the
two Operational
Programmes

Improved capacity of the two Operating Structures to monitor and
assess Financial Instruments;
Improved technical skills and knowledge of financial intermediaries in
managing Financial Instruments;
Improved monitoring of financial operations carried out by financial
intermediaries;
Improved technical quality and overall documentation submitted by
entrepreneurs and SMEs when requesting finance;
Strengthened coordination of stakeholders supporting the economy of
the country.

This facility would complement the support measures already existing in the
country.
This facility would be consistent with the CISOP in supporting
manufacturing SMEs and in promoting the competitiveness and innovation
of Turkish SMEs.
This facility would be consistent with the EESP OP in supporting (i)
individuals at risk of poverty, (ii) would-be entrepreneurs (including women
and young people), (iii) students and (iv) micro-enterprises needing
financing for social purposes; including social enterprises.
•

•

•

Potential monitoring
indicators

•
•

Type of support services provided to Operating Structures (e.g training
session and/or advisory service for assessing the Financial
Instruments);
Type of support services provided to financial intermediaries (e.g
advisory service for implementing and monitoring the Financial
Instruments);
Number of companies supported by the facility, with a breakdown by:
- Company size (micro-enterprises, small enterprises and mediumsized enterprises);
- Number of employees;
- Development stage (seed, creation, development stage);
- Sector;
- Whether the company is innovative or not;
- Purpose of the request for financing (e.g. investment, export,
commercialisation of innovation, working capital and/or growth);
and
- Type of services provided through the facility (e.g. grant and/or
advisory service).
Number of entrepreneurs (individuals creating their own company)
supported by the facility with a breakdown by gender, age and sector;
Number of individuals financed for personal purposes with a breakdown
by:
- Gender;
- Age;
- Whether the individual is at risk of poverty or not;
- Whether the individual is a student or not;
- If the individual is a student, whether he/she studies in Turkey or
abroad;
- Whether the individual is an employee needing vocational training
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Technical Assistance Facility

•
•
•
•

or not; and
- If the individual is an employee needing vocational training,
whether he/she studies in Turkey or abroad.
Total amount spent by the facility with a breakdown by recipient (i.e.
Operating Structure, financial intermediary and final recipient);
Average amount spent by the facility by type of recipient (i.e. Operating
Structure, financial intermediary and final recipient);
Survival rates of the entrepreneurs and SMEs supported by the facility
after 3 and 5 years;
Number of companies created after the support provided by the facility
with a breakdown by:
- Gender of the business creator;
- Age of the business creator;
- Sector of the company;
- Number of employees in the company created;
- Whether the business creator was at risk of poverty or not;
- Whether the business creator was a student or not;
- Whether the company created is innovative or not; and
- Type of services provided to the business creator through the facility
(e.g. grant and/or advisory service).

The five Financial Products and the Technical Assistance Facility detailed above represent a baseline for the
Investment Strategy regarding the use of IPA funding in Financial Instruments that may be developed and
implemented over the 2014-2020 programming in Turkey. These Financial Products and this Technical
Assistance Facility are propositions that need to be approved and fine-tuned prior to be implemented.
Furthermore, if during the course of the 2014-2020 programming period a need for adapting the
implemented Financial Products arises, other and/or new Financial Products may be proposed and
implemented. This may be done only if the other and/or new products are proven to be needed in the
Turkish context and potentially more effective than the ones implemented (i.e. with better results in terms of
final recipients financed/supported as well as in terms of funds disbursed/absorbed). Any change in the
Investment Strategy needs to be approved by the relevant institutions concerned by the change.

Carrying out a gap analysis for the design of Financial Instruments in Turkey
PwC

21 December 2015
128

Final Report
Private and confidential

8.3. Options for the implementation and governance
structure of the Financial Instruments
As recommended in the ex-ante assessment methodology for Financial Instruments developed by the
European Commission52, this section provides an analysis of the possible implementation and governance
structure options of the envisaged Financial Instruments.

8.3.1. Implementation options for the Financial Instruments
Two main EU Regulations provide stipulations relevant for assessing the possibilities of implementation
options for Financial Instruments under IPA II; namely, Regulation No 231/201453 establishing IPA II and
Regulation No 236/201454 laying down common rules and procedures for the implementation of the Union’s
instruments for financing external action, including the IPA II instrument. In addition, the Regulation
No 236/2014 stipulates that the common rules and procedures should be consistent with the financial rules
applicable to the general budget of the Union laid down in the Financial Regulation (EU, Euratom)
No 966/2012 of the European Parliament and of the Council 55, including the corresponding rules 56 adopted
by the European Commission for implementing this respective Regulation.
The table below presents the reference to these Regulations.
Regulation

Reference to

Regulation (EU) No 231/ 2014 of the European Parliament
and of the Council of 11 March 2014 establishing an
Instrument for Pre-accession Assistance (IPA II)

IPA II instrument

Regulation (EU) No 236/2014 of the European Parliament
and of the Council of 11 March 2014 laying down common
rules and procedures for the implementation of the
Union’s instruments for financing external action

Union’s instruments
including IPA II

Commission implementing regulation (EU) No 447/2014
of 2 May 2014 on the specific rules for implementing
Regulation (EU) No 231/ 2014 of the European Parliament
and of the Council of 11 March 2014 establishing an
Instrument for Pre-accession Assistance (IPA II)

Specific rules for implementing IPA II

Regulation (EU, Euratom) No 966/2012 of the European
Parliament and of the Council of 25 October 2012 on the
financial rules applicable to the general budget of the
Union and repealing Council Regulation (EC, Euratom)
No 1605/2002

Financial rules applicable for the general budget of the
Union, Title VIII Financial Instruments provisions

Commission Delegated Regulation (EU) No 1268/2012 of
29 October 2012 on the rules of application of Regulation
(EU, Euratom) No 966/2012 of the European Parliament
and of the Council of 25 October 2012 on the financial
rules applicable to the general budget of the Union

Rules of application of Regulation No 1268/2012, Title VIII
Financial Instruments

52
53
54
55

56

for

financing

external

action,

See:
https://www.fi-compass.eu/sites/default/files/publications/manual_vol-I_ex-ante-assessment-general-meth
olology.pdf
Regulation (EU) No 231/ 2014 of the European Parliament and of the Council of 11 March 2014 establishing an
Instrument for Pre- accession Assistance (IPA II).
Regulation (EU) No 236/2014 of the European Parliament and of the Council of 11 March 2014 laying down common
rules and procedures for the implementation of the Union’s instruments for financing external action.
Regulation (EU, Euratom) No 966/2012 of the European Parliament and of the Council of 25 October 2012 on the
financial rules applicable to the general budget of the Union and repealing Council Regulation (EC, Euratom)
No 1605/2002.
Commission Delegated Regulation (EU) No 1268/2012 of 29 October 2012 on the rules of application of Regulation
(EU, Euratom) No 966/2012 of the European Parliament and of the Council of 25 October 2012 on the financial rules
applicable to the general budget of the Union.
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Considering the stipulations of the Financial Regulation (EU, Euratom) No 966/2012, in accordance with
Articles 139(4) and Article 58(c), the possibilities of implementing Financial Instruments by the European
Commission are:
•

Under direct management, by its departments, including its staff in the Union Delegation or through
executive agencies (Article 58(1a));

•

Or under indirect management, by entrusting tasks to any of the following entities:
-

the EIB and the European Investment Fund;

-

International organisations and their agencies;

-

Public law bodies; and

-

Bodies governed by private law with a public service mission to the extent that they provide adequate
financial guarantees.

Financial Instruments implemented under direct management
In accordance with Article 220 of the Commission Delegated Regulation No 1268/2012 and of Article 139 of
the Financial Regulation No 966/2012, Financial Instruments may be directly implemented in exceptional
cases, through any of the following:
•

A dedicated investment vehicle in which the European Commission participates together with other
public or private investors with a view to increasing the leverage effect of the Union contribution; and/or

•

Loans, guarantees, equity participation and other risk-sharing instruments other than investments in
dedicated investment vehicles, provided directly to final recipients.

Financial Instruments implemented under indirect management
The entities previously mentioned under indirect management implementation can be grouped into two
main categories: international entities on the one hand and national entities on the other hand. The
delegation agreements with entities entrusted with the implementation of Financial Instruments under
indirect management shall comply with Article 139 of the Financial Regulation No 966/2012 and with Article
217 of the Commission Delegated Regulation No 1268/2012.
With respect to international entities, Article 4(3) of the Regulation No 236/2014 stipulates that the
implementation of Financial Instruments may be entrusted to:
•

Whenever possible the European Investment Bank (EIB) in line with its external mandate under
Decision No 1080/2011/EU (it is to be assumed that the European Investment Fund (EIF) is also
included in this mention);

•

A multilateral European financial institution, such as the European Bank for Reconstruction and
Development (EBRD); or

•

A bilateral European financial institution, e.g. bilateral development banks.

With respect to national entities and management of the IPA II instrument, Article 1(4) of the Regulation
No 236/2014 stipulates that the European Commission shall use the most effective and efficient
implementation methods. Also, where possible and appropriate in light of the nature of the action, the
European Commission shall favour the use of partner countries’ systems (i.e. Turkey’s
implementation system for Financial Instruments). The transition from a direct management of the IPA II
instrument by the European Commission to an indirect management by the beneficiary country (i.e. Turkey)
is highlighted in Regulation No 231/2014 establishing IPA II. According to this Regulation, the transition
should be progressive and in line with the respective capacities of the beneficiary country in terms of
progress in building up and strengthening good governance and the administrative, institutional and
absorption capacities at all levels (as per Article 2(2)d).
In addition to the above, the following aspects also need to be considered when selecting the entities
entrusted with the implementation of Financial Instruments through indirect management:
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•

The European Commission may conduct a direct negotiation with the EIB or the EIF
before signing delegation agreements in line with Article 216(3) of the Commission Delegated
Regulation (EU, Euratom) No 1268/2012;

•

For the other three categories of the above listed entities for indirect management (i.e. (i) international
organisations and their agencies and/or (ii) public law bodies and/or bodies governed by private law),
the European Commission shall select one of these entities by publishing a call to potential
entrusted entities that shall include selection and award criteria (as per Article 216(2) of the
Commission Delegated Regulation (EU, Euratom) No 1268/2012). The selection of the entity shall also
take due account of the nature of the tasks to be entrusted to the entity, as well as the experience and the
operational and financial capacity of the entities concerned (as per Article 61(2) of the Financial
Regulation No 966/2012). The call for expression of interest shall also indicate if the potential entrusted
entity is required to allocate its own financial resources to the specific Financial Instrument or share the
risk.

As per Article 139 (4) of the Financial Regulation (EU, Euratom) No 966/2012, the above-mentioned entities
referred to under indirect management, may further entrust under their responsibility, part of the
implementation of the Financial Instruments to financial intermediaries, provided that those
entities ensure that the financial intermediaries satisfy the criteria laid down in Article 140(1), (3) and (5).
Moreover, the entities entrusted with indirect management of Financial Instruments shall comply with the
principles of sound financial management, transparency and non-discrimination and shall ensure the
visibility of the Union’s action when they manage funds of the Union.
With respect to the selection of financial intermediaries, this is to be based on open,
transparent, proportionate and non-discriminatory procedures, avoiding conflicts of interest
(as per Article 139(4) of the Financial Regulation No 966/2012). Regulation No 236/ 2014 also stipulates that
if the management of an operation is entrusted to a financial intermediary, the European Commission
decision should include particular provisions concerning risk-sharing, transparency, the remuneration of the
intermediary responsible for the implementation, the use and re-use of funds and of possible profits, and the
reporting obligations and control mechanisms, taking into account the relevant provision of the Financial
Regulation (EU, Euratom) No 966/2012.
Another option of providing the Union’s financial assistance mentioned in the Regulations may be through
contributions to international, regional or national funds, such as those established or managed by
the EIB, by Member States, by partner countries and regions or by international organisations, with the view
of attracting joint financing from a number of donors, or to funds set up by one or more donors for the
purpose of the joint implementation of projects (in accordance with Article 4(3) of Regulation 236/2014 with
reference to stipulations of the Financial Regulation (EU, Euratom) No 966/2012).

8.3.2. Defining the
Instrument

governance

structure

of

the

Financial

In the case where a Financial Instrument would be set up at national level, there are three options that the
Operating Structures can choose from as the most suitable implementation arrangement including:
1.

First, the Operating Structures may invest in the capital of existing or newly created legal entities (public
law bodies or bodies governed by private law with a public service mission to the extent that they provide
an adequate financial guarantee), including those financed from other IPA II Funds. These entities need
to be dedicated to implementing Financial Instruments consistent with the objectives of the respective
IPA II Funds. Each of these entrusted entities will undertake the implementation tasks. The support to
such entities shall be in line with the provision of Article 140(6) of the Financial Regulation 966/2012,
i.e. the amounts corresponding at least to the Union’s contribution shall be used for the attainment of the
specific policy objectives pursued through the Financial Instrument and shall not generate undue
advantages, in particular in the form of undue dividends or profits for third parties;

2. Second and as already mentioned, the implementation tasks may be entrusted to:
-

The European Investment Bank and the European Investment Fund;

-

An international organisation and its agencies;
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-

A public law body; and/or

-

A body governed by private law with a public service mission to the extent that it provides adequate
financial guarantees;

3. Third, and as mentioned in Article 220 of the Commission Delegated Regulation No 1268/2012 and in
Article 139 of the Financial Regulation No 966/2012, the Operating Structures may undertake the
implementation tasks directly in very exceptional cases.
In addition, under options (1) and (2) listed above, the Operating Structures have a further choice to make
regarding the governance structure of the proposed Financial Instruments. This choice consists in deciding
specifically whether or not to use a “two-stage” Fund-of-Funds structure or a “one-stage” Financial
Instrument with direct contracting with one or several financial intermediaries. In that respect, each
Operating Structure may decide to:
•

Implement a Financial Instrument through one or several financial intermediaries;

•

Implement a Financial Instrument or several Financial Instruments through a Fund-of-Funds structure;
or

•

Conduct direct implementation of the Financial Instrument(s), under strict conditions.

These governance options are presented in the figure below.
Figure 46: The different possible governance structures for Financial Instruments under IPA II
Each Operating Structure
working with EU Delegation

Fund-of-Funds

Financial
intermediary

Financial
intermediary

Financial
intermediary

Financial
intermediary

Project
Projectportfolio
portfolio
Project portfolio

Project
Projectportfolio
portfolio
Project portfolio

Project
Projectportfolio
portfolio
Project portfolio

Project
Projectportfolio
portfolio
Project portfolio

Option 1

Option 2

Project
Projectportfolio
portfolio
Project portfolio

Option 3

Source: PwC, 2015.

A more detailed description of each of these options, including their pros and cons, is presented in
Appendix C.

8.4. Purpose and role of Technical Assistance
As detailed in the section above, a Technical Assistance Facility is proposed to provide grants and/or services
to three types of recipients:
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1.

The two Operating Structures;

2. The financial intermediaries; and
3. The final recipients, whether individuals or companies.
The Technical Assistance services that may be provided to these three types of recipients are detailed in the
following paragraphs.

8.4.1. Technical Assistance for Operating Structures at the
Financial Instrument level
General awareness raising activities to promote Financial Instruments
There is currently in the EU Member States and in Turkey a trend to move away from grant financing and to
better use Financial Instruments over the 2014-2020 programming period. In doing so, a series of concerted
activities may be needed in Turkey to raise awareness on the opportunities presented in the use of revolving
funds using IPA funding, and in leveraging the experience acquired during the 2007-2013 programming
period with the use of IPA I under Financial Instruments.
In that perspective, effective marketing and communication to reach new audiences, right from the start of
the 2014-2020 programming period will be crucial to generate sufficient interest and understanding that
would lead to a greater level of FI implementation in the country. After the initial launch of the 2014-2020
programming period, marketing and communication activities will be required to raise awareness on the
advantages offered and expected by the Financial Instruments proposed.
These activities would help provide the European Union Delegation, the Operating Structures and the
financial intermediaries with a clear picture of the benefits/regulatory changes/new opportunities related to
the deployment of FIs during the 2014-2020 programming period. They would also help promote FIs vis-àvis other stakeholders in their respective fields (e.g. Chambers of Commerce, the Technology Transfer Fund
and the Turkish development agencies). Finally, performing these activities will help reach potential financial
intermediaries, attract investors in Turkey and abroad, as well as stimulate developers of innovative projects
increase the number of projects that can potentially attract FI-backed investments in the future.

Maximising the impact of Financial Instruments
Technical Assistance can help provide the two Operating Structures with advice on maximising the impact of
the FIs, including calculating revolving effects, leverage effects and mobilising national additional resources.
One of the expected benefits of the proposed Financial Products is to attract private investment, notably
thanks to risk-sharing provisions as well as other public funding. This is particularly relevant in the context
of budgetary constraints or when private investors show restrictions on their risk appetite, their risk bearing
capacity and/or are not fully confident in the market and would like to share risks with public entities.
The use of FIs can therefore benefit from co-investment from public and private stakeholders, obtaining a
multiplication of initial resources in order to maximise their impact. This implies a joint participation of
different stakeholders with an appropriate allocation of roles and responsibilities, as well as of the definition
of a risk strategy for the operations, knowing that this risk strategy may affect the level of private
contributions and the leverage effect of the Financial Product. In that perspective, the EU Delegation and the
Operating Structures will need to consider the expected leverage effect of each Financial Product (i.e. the
estimated total amount of financing provided to the final recipients targeted divided by the nominal amount
of IPA funding used in the Financial Product) as well as the revolving character of the Financial Product in
order to have an overview of its potential and consequently maximise its impact on the economy.

Legal requirements related to Financial Instruments
The legal framework for the 2014-2020 programming period has been develop to further expand and
strengthen the use of Financial Instruments as an efficient and sustainable way to complement traditional
grant-based financing. That is why the use of both Financial Instruments and grants have to be considered as
complementary and in view of creating synergies (whether the grant schemes originate from IPA funding or
national programmes). In that context, Technical Assistance may be envisaged for the two OS under the form
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of advice relative to the advantages and challenges of exploiting synergies between Financial Instruments
and grants.
Technical Assistance services may also be required to provide stakeholders with advice on State Aid
implications when developing and implementing Financial Instruments during the 2014-2020 programming
period. This would address the identified need for the two OS to ensure that the Financial Instruments,
whatever the Financial Products, the implementation option, and the sector context chosen, are compliant
with the relevant European and national State Aid rules/provisions.

Development of a business plan
The development of a business plan is one of the fundamental building blocks underpinning the development
of a Financial Instrument. Past experiences in Turkey and in EU Member States suggests that there is
demand for clear advice covering the definition of the scale and focus of each Financial Product and its
planned operations.
In that perspective, a business plan for each Financial Product will need to developed by the EU Delegation
in cooperation with the two Operating Structures. They will be based on the present proposed Investment
Strategy defined in the ex-ante assessment. These business plans will also need to be compliant with the
priorities laid down in the Operational Programme within which the Financial Product is developed. Each of
these business plans needs to define the FP’s goals, its areas of action, its implementation period as well as
the range of investment options to be pursued.
Ideally, this type of Technical Assistance service would need to be provided on a step-by-step approach,
allowing for variations of scope, focus and circumstances, so as to give the relevant stakeholders the tools to
develop each business plan.

Advice on Financial Products
A Technical Assistance service that could be expected is the provision of training to obtain a clearer
understanding of the specificities of each Financial Product that will be implemented in Turkey during the
2014-2020 programming period. This would help the Operating Structures better monitor and assess the
Financial Products over the programming period.

Advice on Financial Products monitoring
In order for the Operating Structures to have better view on the progress and performance of the Financial
Products, advice on monitoring procedures could be provided to them. This Technical Assistance service
could focus on the role of the two OS in the implementation of the Financial Products and how they should
interact with other stakeholders, such as the EU Delegation and the financial intermediaries, so as to collect
better knowledge of the Financial Products.
A standard monitoring model could be developed and could contain indications concerning the information
needed by the Operating Structures (which would differ from the information needed by the financial
intermediaries and the EU Delegation for instance). This monitoring model would need to be aligned with
the objectives and the indicators of the Operational Programmes in order to assess the contribution of each
Financial Product to the achievements of it respective Operational Programme.

Reuse of resources reinvested, exit and winding up of Financial Instruments
It is anticipated that there will be demand from the Operating Structures for the provision of advice on how
financial intermediaries can efficiently and effectively re-use the support from IPA funding until and after the
end of the eligibility period (i.e. the period during which IPA funding may be used for the 2014-2020
programming period). Indeed, the revolving nature of the Financial Instruments means that the relevant
stakeholders will need to consider and decide on how to re-use the resources attributable to the support from
IPA funding until the end of the eligibility period, and after the end of eligibility 57.
57

A similar discussion will be needed for the IPA funding originating from IPA I at the end of the eligibility period for
the 2007-2013 programming period.
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This type of service would involve drawing upon guidance from the European Commission and the EU
Delegation on the management of resources reinvested, exit and the winding up of Financial Instruments for
the 2014-2020 programming period.

8.4.2. Technical Assistance for financial intermediaries
Financial intermediaries may also need Technical Assistance support when implementing the Financial
Products. Some of these financial intermediaries may indeed have little or no in-house technical expertise.
This is particularly relevant for topics requiring regulatory skills and/or for the financing of sectors where the
use of Financial Instruments is currently limited, such as social economy or student financing. A Technical
Assistance support may help the financial intermediaries overcome these lacks and barriers.
In that perspective, Technical Assistance at the financial intermediary level may be needed to help the
intermediary establish a strategy, develop a project pipeline and assess project selection criteria. At the same
time, financial intermediaries are required to demonstrate during the selection process the necessary
governance, processes, skills, track record and deal sourcing/appraisal capabilities relating to project
financing, execution, monitoring and audit, whilst also knowing the requires IPA rules and procedures.

8.4.3. Technical Assistance for final recipients
Finally, Technical Assistance may be needed at the individual SME/project level. Part of the Technical
Assistance needed may relate to the use of the Financial Products proposed above. The aim of this Technical
Assistance would consequently help improve project quality (at individual and/or SME level) and facilitate
the overall access to finance of the final recipients targeted by the two Operational Programmes and the five
Financial Products.
Activities relative to Technical Assistance for final recipients may include:
•

Consultation on the conceptual development and structuring of a project;

•

Assistance for project preparation (e.g. cost-benefit analysis, financial analysis, environmental
assessment, procurement planning);

•

Assistance for the drafting of project documentation, inter alia: market studies and documentation to
access finance (for all types of financing, i.e. equity, loans and micro-loans);

•

Provision of an independent review of project documentation, such as: market studies, feasibility studies,
technical design and grant/finance application;

•

Support in project execution (with for instance the implementation of export strategies); and

•

Guidance on ensuring compliance with relevant law (including: tax, competition, technical,
environmental and others).

In practice, when provided to final recipients, Technical Assistance may have the following characteristics:
•

May be financed by means of grants out of a dedicated line within the Financial Instrument at the fund
level;

•

May cover up to a certain percentage of eligible costs for project preparation; and

•

May be at disposal only for SMEs, individuals and projects, which expect later on to be funded by a
Financial Product using IPA funding.

8.5. Action plan for the implementation, monitoring and
evaluation of the Financial Instruments
The Financial Products proposed in the present ex-ante assessment is the first step of the life cycle of the
future Financial Instruments that will use IPA II funding. The implementation of Financial Instruments is
indeed a journey that includes several steps. That is why it is important for the future success of the Financial
Instruments to define and agree upon the main steps and concepts related with this Financial Instruments
life cycle. In that context, the Financial Instruments life cycle defined in the EIB Financial Instrument Guide
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provides a comprehensive picture of the different steps of this life cycle and of the related services that
should be carried out at each step58. It is presented in the figure below.
Figure 47: Financial Instrument life cycle
Design

Definition of criteria for project selection
Indentification of projects
Monitoring and reporting
Audit
Compliance with legal requirements
Definition of the use (and use) of the
funds recycled
• Exit strategy
•
•
•
•
•
•

• Ex-ante assessment
• Thematic/Geographical focus (in relation
with the Operational Programmes)
• Analysis of demand for Financial Instruments
• Draft Investment for Financial Instruments

Generic Financial
Instrument Life cycle

Mandate
management

Set-up and
implementation

•
•
•
•
•
•

Selection of Fund managers
Definition of a business plan for each Financial Product
Definition of the final Investment Strategy/Policy
Definition of co-investment/co-finance options
Conduct of awareness raising events
Selection of financial intermediaries

Source: EIB, PwC analysis, 2015.

Using the term “life cycle” implies that a Financial Instrument should have a defined start and end. In the
meantime, the ultimate objective of each of the Financial Instruments is to create a sustainable and longterm investment capacity in Turkey. Consequently, it is important to keep in mind that any structure defined
and used for the implementation of the Financial Instruments should be put in place based on a sustainable
and long-term operational capacity of the different stakeholders involved. The design phase indicated in
the figure above covers essentially the ex-ante assessment (including a market assessment, a proposed
Investment Strategy and an analysis of the governance and implementation options for the Financial
Instruments). The next two phases (namely “set-up and implementation” as well as “mandate management”)
also need to be envisaged in a comprehensive manner, based on the cooperation of the relevant stakeholders
involved in the design and implementation of Financial Instruments in Turkey.
The figure below presents an overview of a plan for the necessary actions to be taken to design, implement,
monitor and evaluate the future Financial Instruments. They are presented in a chronological order, from the
strategic validation aligned with the Operational Programmes, all the way to the monitoring and evaluation
process once the Financial Instruments are implemented.

58

EIB (2013), Assignment 29: Strategic UDF Investing and Project Structuring, Appendix 1: Financial Instrument
Guide: Setting up and implementing Financial Instruments.
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Figure 48: Overview of the action plan for the implementation of Financial Instruments in Turkey

Source: PwC analysis, 2015.
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9. Conclusion
This report presents the findings of the ex-ante assessment relative to the use of IPA II funding for Financial
Instruments in Turkey for the 2014-2020 programming period. The study analyses supply and demand for
financing in two investment areas, namely: Competitiveness and Innovation on the one hand, and Education,
Employment and Social Policies on the other hand. It makes the case that there exist market failures in each
of these investment areas which result in financing gaps. These market failures and financing gaps have been
analysed and assessed in Building Block 1.
In view of these market failures, the ex-ante assessment presents how Financial Instruments could be used to
reduce the identified financing gaps, notably with the use of IPA II funding. For each of the analysed
investment areas, the proposed Investment Strategy outlines the characteristics of the Financial Products
appropriate to address the market failures. For each Financial Product, a contribution from the relevant
Operational Programme is proposed as well as its expected results on the Turkish economy. It also lays out
the potential added value of using Financial Instruments in these investment areas compared with
alternatives, i.e. non-repayable grant financing, or no financing at all. An examination of the Technical
Assistance needs and potential solutions is also included and comprehensively presented under the form of a
Technical Assistance Facility. The different governance options as per the relevant IPA II regulations are also
presented. These elements related to the delivery and management of Financial Instruments for the two
investment areas are presented in Building Block 2.
The present ex-ante assessment estimates that the following amounts could be channelled through Financial
Instruments to finance the different final recipients identified in the two investment areas:
• FP 1 - Portfolio guarantee instrument for long-term loans to SMEs: circa EUR 40 million (using CISOP);
•

FP 2 - Equity financing: circa EUR 20 million (using CISOP);

•

FP 3 - Portfolio guarantee instrument for loans to innovative SMEs: circa EUR 20 million (using CISOP);

•

FP 4 - Senior loan (potentially supported by a guarantee facility) to provide micro-loans to individuals and
micro-enterprises for social purposes: circa EUR 50 million (using EESP OP);

•

FP 5 - Senior loan to provide student loans and loans for vocational training: circa EUR 30 million (using
EESP OP); as well as

•

A Technical Assistance Facility of EUR 10m to EUR 20m using funding devoted to Financial Instruments
and/or devoted to Technical Assistance in the two Operational Programmes.

In Section 8.2 detailed characteristics and objectives of the five Financial Products are presented. Options for
the implementation and governance structure of the proposed Financial Products are presented in
Section 8.3 and aligned with the IPA II relevant regulations.
Beyond the recommendations and the action plan proposed in this report, there are key success factors which
have to be taken into account when implementing the Financial Instruments recommended.
Table 50: Key success factors for the implementation of Financial Instruments
Key success factors

Description

Build on existing experience
with Financial Instruments
(including experience using
IPA funding)

Turkey has already experience with the use of Financial Instruments. Some of
these Financial Instruments use IPA funding. In parallel, some of these
experiences show success and may be used as best practices or at least as
baseline for future Financial Instruments. In the meantime, Financial
Instruments do not exist in key areas/sectors where they could add value to
final recipients (for instance micro-loans and student loans). The lessons to be
learned from successful experiences need to be leveraged when designing and
implementing Financial Instruments in all areas/sectors.
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Key success factors

Description

Provide technical support for
setting
up
projects
and
defining project pipelines

The use of Financial Instruments requires the development of expertise linked
to project definition or to business plan drafting as well as an increased
awareness of the concept of return on investment. Technical support will be
needed to ensure that these tasks related to project preparation are successfully
carried out in Turkey.

Ensure maximum flexibility,
transparency and lower costs59
for final recipients

Administrative burden in all process levels needs to be reduced to its minimum
in Turkey. The structuring of the future Financial Instruments needs to be done
with the view of easing processes and reducing costs for the final recipients. This
may be done by leveraging from enhanced public information (including
financial information for final recipients), improved processes management and
competition among financial actors as well as via Technical Assistance support
provided to various stakeholders (namely the Operating Structures, the
financial intermediaries and the final recipients).

Raise awareness

Since the uptake of financial support is to be maximised, then it is vital that
awareness raising actions are performed to make potential/future financial
intermediaries and final recipients aware that publicly-supported funding
mechanisms exists, especially in the areas/sectors where the use of Financial
Instruments is not fully developed/does not yet exists in Turkey.

With regard to the maturation period and new IPA expenditure rules, timing for product introduction is of
critical importance. A timely introduction of the recommended products is highly recommended.

59

A comprehensive conception of “costs” needs to be considered here. It is not limited to financial terms, but also
considers the time spent by the final recipients to acquire financing and other transactional costs related to this
process.
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Appendix A. - Turkish Economic
Context
This section of the study contains an overview of the economic context in Turkey. The Turkish economic
context has an impact on the individual performance of each actor involved in the economic investment areas
we are considering. As recommended in each volume of ex-ante assessment methodology for financial
instruments, gathering data on macroeconomic indicators such as GDP growth, exports/imports, etc. is an
essential step before determining the existence of market failures and suboptimal investment situations.
With a steady and increasing GDP since the 2000’s, Turkey has experienced a long term growth period
amongst many OECD countries. Following a short recession between 2008 and 2010, Turkey has
experienced a slowed down growth rate stabilising the GDP during the latter years.

Key macroeconomic indicators
Turkey has experienced long term GDP growth over the long term with periods of recession and economic
slowdown, although the evolution of the trade balance has been in a decreasing trend during recent years.
Changes in in net exports indicate a decreasing rate since 2011, which lead to a significant loses in Turkish
market shares accounting for the overall slowdown of the economy during the past four years. Private
investment has moderately increased 2014, while public investment has decreased over the same period. In
general, according to the EC’s Turkey 2015 report related to the EU enlargement strategy, the country’s
physical capital improvement was modest. In addition, according to the World Bank, gross fixed capital
formation in Turkey has steadily increased over the long term, although a sharp decline was observed
between 2008 and 2009.
Figure 49: Evolution of Turkey’s GDP (current USD equivalent in billions)

Source: World Bank, 2015.

Growth is expected to continue, although with decelerated rate. According to OECD, economic growth is
forecasted to raise form 3% in 2015 to 4% in 2017. This is expected on the basis that the effects of political
uncertainties will fade out, employment will continue to raise, and currency depreciation combined with the
strengthening of global markets will provide support for exports. On the other hand, investment in
equipment and machinery is expected to suffer from pressure on corporate balance sheets and from high
inflation.
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Figure 50: Trade balance growth rate

Source: TurkStat, 2015.

On the foreign trade side, Turkey has lost export market share since 2011. This trend was inversed in
2013 following devastated market share losses during previous years. Turkey's number one import and
export partner is the EU, ranking 7th in the EU's top import and 5th in export markets. Other main exports
markets for the Turkish economy are Iraq, Russia, USA, United Arab Emirates and Iran. In particular, most
of exported goods are represented by machinery and transport equipment, followed by manufactured goods;
while imports into Turkey are mostly dominated by machinery and transport material, chemical products
and manufactured goods from key markets such as the EU, Russia, China. The figure below provides an
illustration of the latest trend of Turkish imports and exports growth rates.
Figure 51: Growth rate of exports and imports (good and services) from 2000 to 2014 (in %)

Source: TurkStat, 2015.

Portfolio investment covering transactions in equity securities and debt securities have increased
considerably since 2008. This increasing availability of investment denotes a positive and supportive
evolution of the Turkish business environment since the economic crisis; this availability of investment also
generates positive effects on the Turkish domestic demand and the short term economic outlook.
Figure 52: Portfolio investments (current USD equivalent – millions)

Source: World Bank, 2015.
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Foreign Direct Investments (FDI) plays an important role as a long-term, stable source of financing for
the Turkish economy. At the end of 2014, FDI in Turkey stood roughly at EUR 11.7 billion (1.6% of GDP),
which is 0.1 percentage point lower than in 2012. The steady growth before the crisis and relatively stable
post-crisis stock show that Turkey is able to attract steady FDI, with the objective of creating employment,
enhancing the economic growth prospects, and ensuring technological transfers and spill overs in today’s
globalised economy. The figure below provides the evolution of Turkey’s total FDI inflows over the recent
years.
Figure 53: Total FDI (current USD equivalent, millions)

Source: World Bank, 2015.

The labour market has shown signs of recovery following a peak in 2009 at the aftermath of the economic
crisis, although structural challenges continue to affect long-term unemployment. Registered unemployment
rate reached its lowest level in a ten year period in 2012 at 8.4%, but ever since, the unemployment levels
have been increasing up to 10.1% in August 2015. In 2013, the national unemployment rate was situated at
9% with a standard deviation of 3.8% across regions; at the regional level there were four regions with an
unemployment rate of over 20% (Batman 23.4%, Mardin 20.6%, Siirt 20.5%, Şırnak 21%) and 8 regions
below 6% (Çorum 5.9%, Ardahan 5.8%, Aksaray 5.8%, Afyonkarahisar 5.6%, Uşak 5.4%, Manisa 5.1%, Konya
4.7%, Karaman 4.2%). The two figures below provide the representation of the Turkish employment rate over
the last ten years at the national level and the regional unemployment rate in 2013.
Figure 54: Registered unemployment rate in Turkey 2005 – August 2015

Source: TurkStat, 2015.
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Figure 55: Registered unemployment in Turkey by region in 2013

Source: TurkStat, 2015.

Prior to the economic crisis, Turkey had experienced variable rate of change in the consumer price index
between approximately 8% and 10% inflation rate with the highest level in 2008 at 10.06. Between 2009
and 2012, the Turkish inflation was comprised between the levels of 6.1% and 10.4% characterised by high
volatility in the inflation rate; since then, the inflation rate has moderately increased up to 8.17% in 2014. In
light of recent events, fall in oil prices, similar trends on food and commodity market, some degree of
inflation stability is expected to remain in 2015. However, it may continue on its increasing trend due to the
expected recovery of domestic demand and the assumption of slowly rising oil prices.
Figure 56: Inflation rate in Turkey – Changes in consumer price index (in %)

Source: TurkStat, 2015.

Public debt in Turkey has attained a sustainable level, but the general government structural balance has
been significantly negative. Structural reforms need also to accelerate to improve the functioning of the
markets for goods, services and labour. During the recent years, Turkey's debt has moderately decreased in
recent years, from 54% of GDP in 9to 45 % in 2012.
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Figure 57: Government gross debt of Turkey (in % of GDP)

Source: World Bank, 2015.

Credit rating
Based on the condition of the Turkish economy Standard & Poor’s, Fitch and Moody’ evaluation of the
Turkish economy remains moderate and in most cases with a negative outlook. The Turkish’s current credit
rating along with ratings of the OECD countries is shown in the following table below.
Table 51: Credit rating for selected countries in April 2015
OECD Countries
Australia
Austria
Belgium
Canada
Chile
Czech Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Iceland
Ireland
Israel
Italy
Japan
Kuwait
Luxembourg
Mexico
Netherlands
New Zealand
Norway
Poland
Portugal
Slovakia
Slovenia
Spain
Sweden
Switzerland
Turkey
United Kingdom
United States

S&P
AAA
AA+
AA
AAA
AAAAAAA
AAAA+
AA
AAA
CCC+
BB+
BBB
A+
A+
BBBA+
AA
AAA
BBB+
AAA
AA
AAA
ABB+
A+
ABBB+
AAA
AAA
BB+
AAA
AA+

Trend
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Negative
Negative
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Positive
Stable
Stable
Positive
Stable
Stable
Stable
Negative
Negative
Stable

Moody's
Aaa
Aaa
Aa3
Aaa
Aa3
A1
Aaa
A1
Aaa
Aa2
Aaa
Caa3
Ba1
Baa2
Baa1
A1
Baa2
A1
Aa2
Aaa
A3
Aaa
Aaa
Aaa
A2
Ba1
A2
Baa3
Baa2
Aaa
Aaa
Baa3
AA1
Aaa

Trend
Stable
Negative
Stable
Stable
Stable
Stable
Stable
Stable
Negative
Stable
Stable
Stable
Stable
Stable
Positive
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Positive
Stable
Stable
Negative
Stable
Stable

Fitch
AAA
AA+
AA
AAA
A+
A+
AAA
A+
AAA
AA
AAA
CCC
BB+
BBB+
AA
BBB+
A
AA
AAA
BBB+
AAA
AA
AAA
ABB+
A+
BBB+
BBB+
AAA
AAA
BBBAA+
AAA

Trend
Stable
Stable
Negative
Stable
Stable
Stable
Stable
Stable
Negative
Stable
Stable
Positive
Stable
Positive
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Positive
Stable
Stable
Positive
Stable
Positive
Stable
Stable
Stable
Stable
Stable
Stable

Source: Trading Economics, 2015.
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The latest Standard & Poor’s credit rating in April 2015 for Turkey confirms it rating at BB+. In their view,
Turkey’s flexible exchange rate and relatively well-capitalized banking system as being capable of absorbing
future external shocks, although However, the outlook remains negative and outlined a scenario in which
external financing becomes both more expensive and scarcer and institutional checks and balances
deteriorate further.
Fitch’s rating for Turkey is BBB- highlighting possible stresses that could stem from external financing
vulnerabilities, prolonged and deepened political instability that undermines economic performance and
threatens economic policy credibility, and a deterioration in fiscal discipline that would reverse the declining
trend in the ratio of debt to the gross domestic product (GDP) as major factors in the current credit rating.
In conclusion, external vulnerabilities remain a threat to Turkey's sovereign credit profile. Even if it is
expected that the current account deficit would narrow to 4.6 percent of GDP in 2015 from 5.8 percent of
GDP in 2014, driven by lower oil prices, there are no indications of a structural improvement in the its deficit.
Turkey's gross external financing requirements are considerable and expose the country to global financial
market conditions, although banks have sufficient sources of foreign exchange liquidity to withstand a severe
financing shock.
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Appendix B. - Computing
methodologies to quantify demand
and supply
B.1. SMEs demand
B.1.1. Methodology to quantify demand
The demand analysis will provide an indication of the qualitative and quantitative aspects of demand for
support through FIs that will complement the supply-side analysis conducted in the next section and
contribute towards the identification of a financing gap as well as of the market failures. Ultimately, this
analysis will provide the elements with which to develop meaningful recommendations in the proposed
investment guidelines.
Before it is possible to proceed to the analysis of demand for financial support through FIs in the coming
2014-2020 programming period, it is necessary to translate the policy objectives of the OP into differentiable
target groups. This was done through the analysis of the CISOP for 2014-2020 conducted in Chapter 3. The
four target groups identified previously that may benefit from FIs under CISOP for 2014-2020 are:
•

SMEs

•

Manufacturing SMEs;

•

Innovative SMEs;

•

Creative SMEs;

•

SMEs looking for equity financing.

Based on these target groups, different final recipients of a potential intervention scheme have been defined.
These final recipients correspond to the entities that seek and receive finance from financial institutions to
achieve their objectives. The final recipients that will be analysed in the following paragraphs are presented
in the table below.
Table 52: Final recipients for the demand analysis of access to finance under CISOP
Products

Target groups

Loans or guarantees

SMEs
Manufacturing SMEs
Innovative SMEs
Creative SMEs

Equity

SMEs and especially start-ups

Source: PwC, 2015.

With the above-mentioned final recipients identified, an analysis is conducted in order to demonstrate the
demand for support via FIs. This analysis is based on the available indicators for the different final recipients
and the interviews conducted with the key stakeholders. The demand for financing calculated in the following
paragraphs may include overlaps between the different populations and therefore should primarily be
considered as an indication of the financing needed by the final recipients identified.
The methodology used to quantify demand and the analysis of the potential demand expressed by these final
recipients is analysed in the following paragraphs.
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As previously mentioned, the methodology to quantify demand is based on two sets of information:
indicators and interviews. The methodology consisted of the following steps:
1. The population composing each final recipient is estimated based on macroeconomic indicators, specific
indicators (for instance sector specific indicators for the social economy) and stakeholders estimates
indicated during the interviews;
2.

Each population is considered stable and would compose the annual population to consider for each
recipient composing the demand-side;

3.

When feasible, an annual amount of financing to be sought by a single entity composing a target group is
estimated;

4.

The total population of each target group is multiplied by the annual amount estimated for one single
entity composing this population. The figure obtained by this final calculation constitutes the potential
demand for financing to be annually sought by the considered final recipient.

When different sources of information are available, they are used to propose more detailed analysis and
ranges for the demand for financing of a specific final recipient.
The rational of the computations that are provided in the following sections is to present an estimate of
potential demand of financing for the main groups of potential recipients of a public intervention scheme. In
order to provide such an estimate, the methodologies use proxies in order to define a realistic population of
these recipients. Proxies are rates that have been obtained by different sources (reports or surveys) that are
relevant to the populations under consideration. These computations are providing an estimate based on
assumptions deriving from these proxies and should be treated as such. The estimates of demand presented
are estimates of financing that should be financed by the private sector and not necessarily by an FI or a
public intervention scheme.
The detailed analysis of each final recipient identified for the CISOP is provided in the following paragraphs.

Small and medium-sized enterprises
The methodology followed to calculate the demand for financing needs by all SMEs can be described in the
following way:
1. Take the population (P) size of enterprises who are SMEs;
2.

Deduct the percentage (Z) of zero-employee enterprises;

3.

Deduct the percentage of enterprises who are not viable (V) to apply for loans;

4.

Multiply (PZV) by an average loan.

The product of step 4 is the potential demand for bank financing of all SMEs in Turkey.
Following this methodology and based on the most recent statistical and financial market data available in
the country, the demand for such financing was calculated:
1. The number of all small and medium-sized enterprises in the country is 2,386,921 60.
2.

Based on similar numbers of EU member states, 43% are considered as zero-employee enterprises who
will either not look for a loan or not be eligible to receive one 61. As a result a population of 1,360,545
remains.

3.

According to the SAFE survey conducted in 2013 in Turkey, all SMEs had a rejection rate of 3.2% when
applying for bank loans. This leaves a population of 1,317,008.

4.

The average investment loan for SMEs in Turkey is EUR 132,37262.

60
61

Data according to the SBA Fact Sheet, 2014.
The following EU countries had been taken into account as a benchmark: Bulgaria 43.5%, Rumania 49.9%, Eurostat,
2011.
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The total potential demand for loan financing from all SMEs is:
2,386,921 x 57% x 96.5% x EUR 132,372 = EUR 174,335,359,89163
The estimated potential demand figure above represents the total amount of financing that could be needed
by all SMEs in Turkey. This represents about 1,360,545 SMEs in Turkey who would need
EUR 174,335,359,891.

Manufacturing
Among the different target groups addressed by the CISOP, manufacturing enterprises are in the focus to
enhance the competiveness of the Turkish economy.
The methodology followed to calculate the demand for financing needs by these enterprises can be described
in the following way:
1.

Take the population (P) size of enterprises who are SMEs;

2. Deduct the percentage (Z) of zero-employee enterprises according to the specific sector;
3. Deduct the percentage of enterprises who are not viable (V) to apply for loans;
4. Take the population of enterprises who invested in machinery and equipment;
5. Multiply (PZV) by an average loan.
The product of step 4 is the potential demand for bank financing of manufacturing enterprises.
Following this methodology and based on the most recent statistical and financial market data available in
the country, the demand for such financing was calculated:
1.

The number of all small and medium-sized enterprises in the country is 2,386,921.

2. Based on similar numbers of EU member states 64, 43% are considered as zero-employee enterprises who
will either not look for a loan or not be eligible to receive one. As a result a population of 1,360,545
remains.
3. According to the SAFE survey conducted in 2013 in Turkey, all SMEs had a rejection rate of 3.2% when
applying for bank loans. This leaves a population of 1,317,008.
4. According to the SAFE survey, 33.8% of enterprises used loans for investment purposes (acquisition of
machinery and equipment), leaving population of 445,149.
5. The average loan for SMEs in Turkey is EUR 132,372.
6. The total potential demand for financing from manufacturing SMEs is:
2,386,921 x 57% x 96.5% x 33.8% x EUR 132,372= EUR 58,925,351,64365
The estimated potential demand figure above represents the total amount of financing that could be needed
by manufacturing SMEs in order to invest in their equipment or machinery in Turkey. This represents about
205,407 SMEs in Turkey who would need EUR 58,925,351,643.

62
63
64
65

As per the fifth round of the BEEPS in 2012-2014 which covered 15,883 enterprises in 30 countries of Eastern Europe
and Central Asia and Turkey. Number account for Turkey.
Computation were executed in Excel and include detailed numbers including decimal digits. For easier reading,
equation presented do only include rounded values.
The following EU countries had been taken into account as a benchmark: Bulgaria: 30.3%, Romania: 31.0%, Eurostat,
2011.
Computation were executed in Excel and include detailed numbers including decimal digits. For easier reading,
equation presented do only include rounded values.
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Innovative companies
To calculate demand for innovative enterprises, we use proxy figures from TurkStat and surveys for the
number of entities reporting to be active in the area of innovation (observation period 2013) and business
expenditure dedicated for R&D in 2013. The assumptions and calculations are made as follows:
1.

Take the population (P) size of enterprises who are SMEs;

2. Deduct the percentage (Z) of zero-employee enterprises according to the specific sector;
3. Deduct the percentage of enterprises who are not viable (V) to apply for loans;
4. Take the population (PR&D) of enterprises who invested in R&D;
5. Multiply (PZV) by an average loan.
The product of step 5 is the potential demand for bank financing of innovative enterprises.
Following this methodology and based on the most recent statistical and financial market data available in
the country, the demand for such financing was calculated:
1.

The number of all small and medium-sized enterprises in the country is 2,386,921.

2. Based on similar numbers of EU member states 66, 43% are considered as zero-employee enterprises who
will either not look for a loan or not be eligible to receive one. As a result a population of 1,360,545
remains.
3. According to the SAFE survey conducted in 2013 in Turkey, all SMEs had a rejection rate of 3.2% when
applying for bank loans. This leaves a population of 1,317,008.
4. According to the SAFE survey, 1.9% of enterprises used loans for investment purposes (acquisition of
machinery and equipment), leaving population of 25,023.
5. The average loan for SMEs in Turkey is EUR 132,372.
The total potential demand for financing from innovative SMEs is:
2,386,921 x 57% x 96.5% x 1.9% x EUR 132,372= EUR 3,312,371,83867
The estimated potential demand figure above represents the total amount of financing that could be needed
by innovative SMEs. This represents about 25,023 SMEs in Turkey who would need EUR 3,312,371,838.

Equity demand
Among the different target groups addressed by the CISOP, demand for equity is in the focus to enhance the
competiveness of the Turkish economy, including the commercialisation of R&D.
The methodology followed to calculate the demand for financing needs by these enterprises can be described
in the following way:
1.

Take the population (P) size of enterprises who are SMEs;

2. Multiply (P) by proxy (PR) of the enterprises who would seek equity finance;
3. Multiply (PPR) by proxy (E) of the enterprises probably seeking equity finance;
4. Multiply (PPRL) by an average amount.

66
67

The following EU countries had been taken into account as a benchmark: Bulgaria 30.3%, Rumania 31.0%, Eurostat,
2011.
Computation were executed in Excel and include detailed numbers including decimal digits. For easier reading,
equation presented do only include rounded values.
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The product of step 4 is the potential demand for equity financing by enterprises.
Following this methodology and based on the most recent statistical and financial market data available in
the country, the demand for such financing was calculated:
1.

SMEs in the country: 2,386,921.

2. 1% prefer non-bank financial institution as source of financing; corresponding to 23,869 enterprises.
3. The amount sought for SMEs in Turkey is EUR 253,42468.
4. The total potential equity demand for financing from SMEs is:
23,869 x EUR 253,424 = EUR 6,049,025,80669
The estimated potential demand figure above represents the total amount of equity financing that could be
needed by SMEs in Turkey. This represents about 23,869 SMEs in Turkey who would need
EUR 6,049,025,806.

B.2. Education, Employment, and Social Policies demand
The demand analysis will provide an indication of the qualitative and quantitative aspects of demand for
support through FIs that will complement the supply-side analysis conducted in the next section and
contribute towards the identification of a financing gap as well as of the market failures. Ultimately this
analysis will provide the elements with which to develop meaningful recommendations in the proposed
investment guidelines.
Before it is possible to proceed to the analysis of demand for financial support through FIs in the 2014-2020
programming period, it is necessary to translate the policy objectives of the OP into differentiable target
groups. This was done through the analysis of the ESSP OP for 2014-2020 conducted in Chapter 3. The five
target groups identified previously that may benefit from Financial Instruments under the ESSP OP for 20142020 are:
•

Socially excluded people and people at risk of poverty willing to create a business, including:
-

People willing to start a business and be self-employed;

-

Young inactive or unemployed people up to 29 years old;

-

Women inactive or unemployed.

•

Micro-enterprises providing training to their employees.

•

People starting or developing a cooperative and/or a social enterprise.

•

Social entrepreneurs.

•

Young people willing to achieve higher education or study abroad.

Based on these target groups, different final recipients of a potential intervention scheme have been defined.
These final recipients correspond to the entities (individuals or companies) that seek and receive finance
from financial institutions to achieve their objectives. Two large groups may then be identified: on the one
hand, individuals who seek financing for their own development and companies which seek financing to
develop their activity or support their employees. The final recipients that will be analysed in the following
paragraphs are presented in the table below.
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Average amount calculated based on internal data from KOSGEB guarantees.
Computation were executed in Excel and include detailed numbers including decimal digits. For easier reading,
equation presented do only include rounded values.
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Table 53: Final recipients for the demand analysis of access to finance under EESP OP
Description
Individuals

Individuals needing financing to create a company (including young people
and women)
Young people willing to achieve higher education or study abroad

Enterprises

Micro-enterprises needing financing (to finance a training for their employees)

Source: PwC, 2015.

With the above-mentioned final recipients identified, an analysis is conducted in order to demonstrate the
demand for support via FIs. This analysis is based on the available indicators for the different final recipients
and the interviews conducted with the key stakeholders. The demand for financing calculated in the following
paragraphs may include overlaps between the different populations and therefore should primarily be
considered as an indication of the financing needed by the final recipients identified.
The methodology used to quantify demand and the analysis of the potential demand expressed by these final
recipients is analysed in the following paragraphs.
The detailed analysis of each final recipient identified for the ESSP OP is provided in the following
paragraphs.

Individuals needing financing to create a company (including young people
and women)
Among the different target groups addressed by the ESSP SOP, the largest population is composed of the
people at risk of poverty and social exclusion who are away from the labour market and would be willing to
create their company. This set of final recipients is composed of various stakeholders unemployed or at risk
of poverty and/or socially excluded and willing to develop their own activity to lift out of poverty. They
include:
•

People willing to start a business and be self-employed;

•

Young inactive or unemployed people up to 29 years old;

•

Women inactive or unemployed;

•

People starting or developing a cooperative and/or a social enterprise; and

•

Social entrepreneurs.

Demand for financing from this population is to be understood as funding for social inclusion, i.e. people at
risk of poverty or socially excluded who are potential business creators if better supported in their access to
finance. When creating their companies, these people may decide to start a cooperative or a social enterprise.
As discussed during interviews with representatives of financial institutions, these stakeholders have a very
difficult access to financing because commercial banks consider their projects to be non-bankable and no
specific financial institutions currently provide the micro-loans or micro-guarantees that these potential
entrepreneurs might need to start their business. Even if commercial banks currently downscale the size of
their loans in Turkey to support business creation, this process cannot be considered as microfinance per se.
In the meantime, customer credit and credit cards are not meant to be used for business creation or for
business purpose overall. This first group of final recipients may consequently experience difficulties in
obtaining finance to create their companies.
Financial exclusion is defined as “a process whereby people encounter difficulties accessing and/or using
financial services and products in the mainstream market that are appropriate to their needs and enable
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them to lead a normal social life in the society in which they belong”70. When applied to enterprises, this
definition covers self-employed people creating their business to escape poverty as well as nearly bankable
micro-enterprises, such as young companies and newly created micro-enterprises without a sufficient track
record or without relationships with financial institutions. Other categories of entrepreneurs in this situation
may be young inactive people, unemployed women, disadvantaged people and people with disabilities.
As underlined in Chapter 4, Turkey has an official unemployment rate of 9.9% (in 2014) and a considerable
part of its population is considered at risk of poverty (69.9%, according to Eurostat for 200671).
Following this, demand for financing from this population is important. In the present section, the
methodology used to compute the potential demand for individuals needing financing to create a company is
first presented. The calculation is then presented in detail.
The calculation of the demand for this first group of final recipient includes 4 steps:
1.

Take the population (P) size of people who are statistically qualified as being at risk of poverty in Turkey
(i.e. low-income households, socially and/or financially excluded).

2. Multiply (P) by proxy PR1% to obtain the number of potential micro-business creators (PMBC).
3. Multiply (PMBC) by proxy PR2% to obtain the number of people who might start a business (SB) if they
had better access to finance.
4. Multiply (SB) by an average loan size in a given country/region, i.e. Turkey.
The result of step 4 is the potential demand for financing for social inclusion in Turkey.
That methodology was adapted to the current socio-economic conditions in Turkey, based on the most recent
statistical and financial market data available:
1.

The Turkish population in the age group 15-64 = 52,640,512

2. Turkish population at risk of poverty in the age-group 15-64, considering that 69.9% of the population is
at risk of poverty = 36,795,71872.
3. 28% of respondents in Turkey declared that if they were thinking about creating a company 73.
4. Consequently, the population at risk of poverty willing to create a business in Turkey is of 10,302,801.
5. 59% of respondents in Turkey then declared it is difficult to start a business due to a lack of available
financial support (totally agree)74.
6. Consequently, the population at risk of poverty willing to create a business in Turkey but who could not
because they lack access to finance is of 6,078,653.
7. The average micro-loan in Turkey can be considered of EUR 2,818, which is the average micro-loan in
Macedonia, the closest country where this data is available when considering the GDP per capita of
Turkey with other countries75.
8. The total potential demand for financing from potential business creators is thus:
52,640,512 x 69.9% x 28% x 59% x EUR 2,818 = EUR 17,129,643,01376
70

71

72
73
74
75

European Commission (2008), Financial services provision and prevention of financial exclusion, DirectorateGeneral for Employment, Social Affairs and Equal Opportunities Inclusion, Social Policy Aspects of Migration,
Streamlining of Social Policies.
2006 is the latest year available for people at risk of poverty in Turkey:
http://appsso.eurostat.ec.europa.eu/nui/submitViewTableAction.do
People
at
risk
of
poverty
or
social
exclusion
by
age
and
sex,
Eurostat,
2014.
http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=ilc_peps01&lang=en
Entrepreneurship in the EU and Beyond, Fieldwork June 2012, Flash Eurobarometer 354.
Entrepreneurship in the EU and Beyond, Fieldwork June 2012, Flash Eurobarometer 354.
GDP per capita in Turkey is of EUR 7,659 when considering the data from the World Bank for 2013 and the average
exchange rate of USD and EUR over 2013. The GDP per capita in Macedonia is of EUR 9,500 when considering the
data from Eurostat for 2013. The average amount of micro-loans in Macedonia is of EUR 2,818 according to the
European Microfinance Network for 2012-2013.
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The estimated potential demand figure above represents the total amount of financing that could be needed
to facilitate access to finance for the people at risk of poverty or socially excluded who see themselves as selfemployed potential business creators in Turkey. This represents about 6,078,653 people in Turkey who
would need EUR 17,129,643,013 to create their own company and escape poverty.
A more detailed view of two populations within this target group is possible:
•

Young unemployed people between 15 and 24 years old; and

•

Women.

There were 852,700 young people unemployed between 15-24 in Turkey in 2013. Also, according to
Eurostat77, 42% of the young people (below 25 years old) are willing to start a business in Turkey and 17.2%
could not because they did not have enough access to finance. The estimated number of young unemployed
people willing to start a business in Turkey but currently lacking capital is of:
852,700 x 42% x 17.2% = 61,599
This calculation indicates that 61,599 Turkish young people below 25 years old would be interested in
creating their own business to escape poverty. If the average micro-loan applied for the whole population at
risk of poverty (i.e. EUR 2,818) is also applied here, the total potential demand for financing from young
unemployed people willing to create their company in Turkey is of:
61,599 x EUR 2,818 = EUR 173,586,11778
Considering women, there were 26,038,788 women in the age group 15-64 in Turkey in 2013. According to
the Life In Transition Survey of 2010, 0.051% of women attempted to create a company over the past year
and 37.25% of them could not do it because they did not have enough capital. Consequently, the estimated
number of women willing to start a business in Turkey but currently lacking capital is of:
26,038,788 x 0.051% x 37.25% = 4,947
Thanks to this calculation, we can estimate that 4,947 Turkish women would be interested in creating their
own business if they were better supported financially. If the average micro-loan applied for the whole
population at risk of poverty and for young people (i.e. EUR 2,818) is also applied here, the total potential
demand for financing from women willing to create their company in Turkey is of:
4,947 x EUR 2,818 = EUR 13,941,68879

Young people willing to achieve higher education or study abroad
This second set of final recipients relates to students who may need financing to finance their studies in
Turkey and for their studies abroad. There are consequently two sub-population for two different purposes.
The methodology used to calculate the demand for the first sub-population includes 4 steps:
1.

Take the number of students needing support to achieve higher education in Turkey (N).

2. Consider only the students that ask for a loan to finance their studies (N-SL).
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Computation were executed in Excel and include detailed numbers including decimal digits. For easier reading,
equation presented do only include rounded values.
Youth on the Move, Fieldwork 2011, Flash Eurobarometer 319b.
Computation were executed in Excel and include detailed numbers including decimal digits. For easier reading,
equation presented do only include rounded values.
Computation were executed in Excel and include detailed numbers including decimal digits. For easier reading,
equation presented do only include rounded values.
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3. Consider the total private costs spent for tertiary education by a man in Turkey 80 (C). These costs include
tuitions and fees but not only since education also implies opportunity costs and other costs that need to
be considered in the calculation.
4. Multiply (N-SL) by (C) to obtain the total demand for financing for studying in Turkey.
The result of step 4 is the potential demand for financing for Turkish students to study in Turkey.
When the methodology is applied, the calculation is as follows:
1.

The number of students needing support to achieve higher education in Turkey is of 4,975, 690.

2. According to the OECD, on average, 44.9% of the students in the OECD countries ask for a loan 81.
3. The total private costs for tertiary education for a man in Turkey is of USD 11,544, corresponding to
EUR 8,70082.
4. Consequently, the total potential demand for financing from Turkish students to study in Turkey is of:
4,975,690 x 44.9% x EUR 8,700 = EUR 19,414,103,85883
When considering Turkish students willing to study abroad, the reasoning is similar for Turkish students
needing financing to study abroad. Among the students needing support to achieve higher education in
Turkey, 16.3% estimated that the lack of financing is the main reason for not going abroad for study, training
or volunteering84. This corresponds to 811,037 students. To finance their studies these students would need
on average in the OECD USD 29,250, corresponding to EUR 22,02485. Following this, the total potential
demand for financing from Turkish students willing to study abroad is of:
4,975,690 x 16.3% x EUR 22,024 = EUR 17,862,243,80586

Micro-enterprises needing financing to finance a training for their
employees
This third set of final recipients (and only set related to companies) corresponds to micro-enterprises that
need financing to provide training to their employees or pay for it in order to adapt their workforce to a
changing economic environment. These employees may be at risk of unemployment if they do not improve
their skills.
These employees are to date employed by companies – including cooperatives and social enterprises - that
may face temporary difficulties in the future, notably due to difficulties in accessing finance. Retaining
employees would help the micro-enterprises to cope with new clients and new orders in the future; and
would help them adapt to the demand from new and existing clients. A financing scheme aiming at
supporting enterprises in maintaining their labour force during temporary difficulties – and especially newly
created micro-enterprises which are the most at risk– would have a positive impact on employment and
would help the companies to cope with growth and development. That is why an estimate of the financing

80

81

82
83
84
85

86

OECD (2014). Education at a glance 2014. OECD indicators. The same information exists for women but since there
is no data on the gender of the students, only data on men was taken. Moreover, this data is very close for both men
and women (USD 11,554 for men and USD 12,394 for women).
OECD (2014). Education at a glance 2014. OECD indicators. The information on the number of students asking for a
loan is not available for all OECD countries (such as Turkey). An average was consequently computed with the
existing data.
OECD (2014). Education at a glance 2014. OECD indicators.
Computation were executed in Excel and include detailed numbers including decimal digits. For easier reading,
equation presented do only include rounded values.
Youth on the Move, Fieldwork 2011, Flash Eurobarometer 319b.
OECD (2014). Education at a glance 2014. OECD indicators. USD 29,250 corresponds to the OECD average for total
costs for a man studying in an OECD. It can be considered as a proxy for the amount needed by a Turkish student to
study abroad (i.e. in an OECD country).
Computation were executed in Excel and include detailed numbers including decimal digits. For easier reading,
equation presented do only include rounded values.
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needed by these micro-enterprises would provide insight on the amount that the latter would need to
maintain their workforce.
The methodology used to calculate the demand for such financing includes 6 steps:
1.

Take the number of micro-enterprises in Turkey (N).

2. Consider the number of employees in micro-enterprises in Turkey (NE).
3. Calculate the average number of employees in micro-enterprises in Turkey by dividing (NE) by (N) to
obtain (aNE).
4. Multiply (N) by proxy (PR) to obtain the number of micro-enterprises providing any form of training to
their employees (T)87.
5. Multiply (aNE) by (T) to obtain the average number of employees that may receive training from their
micro-enterprise (aNE-T).
6. Multiply (aNE-T) by an average price for a training in Turkey (PT).
The product of step 6 is the potential demand for financing from Turkish micro-enterprises willing to provide
training to their employees in order to increase their skills and employability.
Following this methodology and based on the most recent statistical and financial market data available in
the country, the demand for such financing was calculated:
Number of micro-enterprises in Turkey = 2,326,14888.

1.

2. Number of employees in micro-enterprises in Turkey = 5,019,84589.
3. The average number of employees in micro-enterprises in Turkey is 2.2.
4. On average 20.1% of micro-enterprises in Turkey have provided any type of forms of continuing
vocational training over the last fiasco year. A proxy of the number of Turkish micro-enterprises
providing any form of training is consequently 467,556 90.
5. The average number of employees that may receive training from their micro-enterprise is then
1,008,989.
6. The average price for training in Turkey is EUR 31291.
7. The total potential demand for financing from micro-enterprises to provide training to their employees is
thus:
(5,019,845 / 2,326,148) x (2,326,148 x 20.1%) x EUR 312 = EUR 314,804,52092
The estimated figure above indicates the potential demand for financing from micro-enterprises to finance
training to their employees. It concerns about 1,008,989 employees and 467,556 micro-enterprises which
would need in total EUR 314,804,520.
Part of this financing is to be used to incentivise the micro-enterprises and provide them with financial
support to develop their training and propose these to their employees. Indeed, developing an internal
training is time-consuming and resource intensive, due to the wide spectrum of training needs and may not
be immediately rewarded. However, no financing support currently exists to support companies developing
87
88
89
90
91

92

The BEEPS survey indicates that 20.1% of micro-enterprises conducted training programmes for permanent full-time
employees over the last fiscal year.
SBA Fact Sheet, 2014.
SBA Fact Sheet, 2014.
BEEPS survey, 2013.
Eurostat, 2007. Cost for “non-formal education and training” to “first and second stage of tertiary education (levels 5
and 6)” in Turkey. No data more recent than 2007 is available. It is assumed this price has remained stable over time
in the country.
Computation were executed in Excel and include detailed numbers including decimal digits. For easier reading,
equation presented do only include rounded values.
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and proposing training to their employees. Only the larger companies may consequently propose these
training sessions, while the majority of the enterprises in Turkey are micro-enterprises that require
employees with multi-skills. That is why some incentives – including financial incentives – may consequently
be needed to lead these companies drafting the trainings and proposing them to their employees. This is even
more important for micro-enterprises where a few employees may endorse different responsibilities that
require various skills which may be provided only through training.

B.3. Methodology to quantify supply
The quantification of the expected supply of financial products takes into account:
•

The current supply trend of loan products under consideration;

•

Publicly available and confidential statistics as well as surveys;

•

The perception of the development of each market expressed by stakeholders during interviews.

B.3.1.1. Short-term, medium and long-term loans
According to interviews with banking stakeholder, banks in Turkey are currently not facing liquidity issues,
but may experience financing problems in the future due to low saving rates in the country.
The present study only considers the loans to non-financial companies.
The quantification of the expected supply of financial products takes into account:
• The current supply trend of loans products under consideration;
•

The perception of the development of each market expressed by stakeholders during interviews.

In contrast to other markets, Turkey does not publish the amount of annually disbursed new loans to nonfinancial companies. Only outstanding loans to SMEs and estimates of new loans provided during interviews
with public authorities were provided.
In December 2014, outstanding loans to SMEs stood at EUR 333bn. Of these, 40% were hold by mediumsized enterprises, 33% by small enterprises and 27% by micro-enterprises. According to interviews, annual
loan supply stands at around EUR 3bn per week, hence EUR 156bn per year, a relation between new and
outstanding loans which is realistic in comparison to other countries.
The supply of loans to SMEs in Turkey in 2015 is estimated to range from EUR 148.2bn – EUR 163.8bn. The
table below provides an overview of this supply.
Table 54: Estimated annual supply of loans to SMEs (EUR bn)
Total supply to SMEs

148.2 - 163.8

Source: PwC Analysis, 2015.

B.3.1.2. Microfinance
As per the lack of data, the exact definition of microfinance in Turkey is challenging. Regulations are
currently not clearly defined and only work in progress. Only two registered microfinance institutions (MFIs)
are active in the country. At the same time, a trend of banks downscaling could be observed during the last
years, on their own initiative but also with the support of international organisations. Some of these banks
started also to develop products particularly targeting clients in remote areas. As there is no clear definition
of microfinance in the country, these activities are not recorded.
The supply side analysis is hence based on balance sheets of existing and active MFIs. Based on
disbursements of the last years, MFIs disburse around EUR 17m annually.
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Table 55: Estimated annual supply of microfinance to SMEs in 2016 (EUR m)
Total supply of microfinance

15 - 20

Source: PwC Analysis, 2015.

B.3.1.3. Equity
As per the supply of microfinance, the exact supply of equity finance in Turkey is challenging to determine.
Publicly available data is scare and not published directly by the local authorities. Furthermore, as per strict
regulations in Turkey, several local and international funds use the option to establish their funds offshore.
Focusing solely on equity finance for SMEs, the OECD estimated an annual amount of deals of EUR 101m in
2012. According to internal PwC market intelligence, taking into account equity finance up EUR 50m, the
total investment of publicly quoted funds as of the end of 2014 reached EUR 320m. It is assumed that a
similar amount of funds will be available on an annual basis for the following years. Additionally, funds made
available by public local and international actors in the amount of EUR 30m annually are considered on the
supply side.
Table 56: Estimated annual supply of equity financing to SMEs in 2016 (EUR m)
Total supply of equity finance

332 – 367

Source: PwC Analysis, 2015.

Carrying out a gap analysis for the design of Financial Instruments in Turkey
PwC

21 December 2015
157

Final Report
Private and confidential

Appendix C. - Options for structuring
a Financial Instrument
As mentioned in Section 8.3, when it comes to structuring the Financial Instruments, the Operating
Structures may decide between three options, namely:
•

Implement a Financial Instrument through one or several financial intermediaries;

•

Implement a Financial Instrument or several Financial Instruments through a Fund-of-Funds structure;
or

•

Conduct direct implementation of the Financial Instrument(s), under strict conditions.

These three options are detailed below.

C.1. Structuring a Financial Instrument directly with a
financial intermediary (i.e. without a Fund-of-Funds)
In the case where a single Financial Instrument is established, a simple financial structure may be the most
suitable strategy. As shown in the figure below under this scenario the Operating Structure would directly
feed investment into one financial intermediary or several intermediaries which would have been selected.
This (these) financial intermediary(ies) would then transfer this investment into the different projects
eligible under the respective Operational Programme and Financial Instrument. Here, in the absence of a
Fund-of-Funds structure, the Operating Structure would have greater responsibilities and liabilities for the
implementation of the Financial Instrument (e.g. ensuring that the selection of the financial intermediary or
the intermediaries is aligned with the appropriate public procurement rules).
If the Operating Structure lacks the internal resources and expertise regarding the operation of Financial
Instruments and the management of IPA funding, it is recommended that the Operating Structure secures
Technical Assistance to develop its in-house capacity to set up and implement such an instrument. In so
doing, the Operating Structure may need support, from the EU Delegation when related to the regulation
and/or potentially from International Financial Institutions as advisers when related to the set-up of
Financial Instruments.
Figure 58: Functional diagram of a Financial Instrument implemented directly with a financial
intermediary
Operating Structure
potentially supported by the EU
Delegation

Financial intermediary

The financial intermediary can have a
regional or territorial focus. It can also be
generalist or have a sectoral focus.

Project portfolio
Source: PwC, 2015.

The table below lists the advantages and weaknesses of such a governance structure.
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Table 57: Advantages and weaknesses of a governance structure with no Fund-of-Funds
Advantages

Weaknesses

•

•

•

When the financial intermediary(ies) is (are) an
already existing entity(ies), the implementation and
operation can then be achieved rapidly.
The Operating Structure has direct interaction with
the financial intermediary(ies) and decides of the
implementation conditions.

•

•

•

Difficult to operate and require deep knowledge in
terms of financial and legal requirements.
If several Financial Instruments are implemented in
this form (for a specific investment area), there may
be limited synergy and a loss of strategic vision
between them.
Multiple Financial Instruments in this form could
result in a lack of flexibility, and a fragmented
monitoring and reporting process.
Risk of conflict of interest, political influence, and
limited deployment possibilities.

C.2. Structuring a Financial Instrument with a Fund-ofFunds and with financial intermediaries
The second possible option is structuring several Financial Instruments together under a Fund-of-Funds.
Based on past experience, this is the recommended option when dealing with Financial Instruments covering
several sectors (within a single investment area). Through the appointment of a body implementing a Fundof-Funds, an Operating Structure is provided with a robust set-up which has proved to be successful in
Turkey, which is well equipped and may be used to manage funds and investments according to recognised
standards of independence and professional management. It is of note that several Fund-of-Funds may also
be implemented, covering each different Financial Products.
The figure below presents how a Fund-of-Funds could be implemented for the use of IPA funding under
Financial Instruments in Turkey.
Figure 59: Functional diagram of a Financial Instrument with a Fund-of-Funds
Operating Structure
Potentially supported by the EU Delegation

A Fund-of-Funds is
established at national
level

Fund-of-Funds

Sub
fund

Sub
fund

Sub
fund

Sub
fund

Financial intermediaries

Other
Public /
Private
Investors

Sub
fund

The Fund-of-Funds is
organised in sub-funds
according with the
sectors of intervention

In order to produce
leverage on additional
financial resources the
FoF intermediates with
different public/private
financial institutions

Projects

Source: PWC, 2015.
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The Fund-of-Funds option provides greater flexibility for the Operating Structure as it allows investment to
be directed towards several different sub-funds with different features and investment goals (e.g. SMEs, RDI,
social purposes) under one governance structure. The Fund-of-Funds option may also prove advantageous in
a situation where there is an uneven level of demand anticipated across several sectors, or where demand for
a specific Financial Product in one sector is expected to evolve more slowly than others.
Under this structure, the Operating Structure firstly negotiates a Funding Agreement with the body
implementing the Fund-of-Fund and then the body implementing the Fund-of-Fund negotiates one or more
agreements with financial intermediaries. As noted in Section 8.3, the regulations related to IPA funding
state that several ways to manage such a Fund-of-Funds exist, including entrusting its management to the
EIB/EIF or to other organisations.
Table 58: Advantages and weaknesses of a governance structure using a Fund-of-Funds
Advantages

Weaknesses

•

•

•

•

•

•

Delegation of tasks to a financial entity which
potentially has experience in the management of
IPA resources and is able to design and implement
sector-specific funds.
Possibility to directly appoint the EIB to streamline
the set-up (in other cases, national public
procurement procedures have to be followed).
A Fund-of-Funds governance structure facilitates
better coordination of multiple sub-funds to prevent
overlaps/gaps among objectives established in a
specific OP.
A Fund-of-Funds manager has a good strategic
overview of the different sub-fund instruments,
allowing for greater flexibility between these
instruments, as well as for facilitated consolidation
of monitoring and reporting.
Allows for a financial contribution from the entity
managing the Fund-of-Funds (i.e. blending of
funding originating from the Fund-of-Funds
manager).

•
•

Does not permit a sole control of the
implementation of the different instruments.
Terms and conditions for the management of the
Fund-of-Funds need to be negotiated.
Dependant on conditions proposed by the Fund-ofFunds manager.

• Reduced risk of conflict of interest between

experienced Fund-of-Funds managers and financial
intermediaries.

C.3. Direct implementation of a Financial Instrument by
the Operating Structure to support final recipients
without financial intermediaries
The third option proposed in the different IPA regulations is that the Operating Structure undertakes directly
the implementation tasks related to a Financial Instrument. In this situation, the Operating Structure does
not use a financial intermediary nor a Fund-of-Funds structure. However, this option is possible only under
strict conditions detailed in the IPA regulations.
One advantage of this option is that management fees are not a consideration due to the absence of a fund
manager/financial intermediary, although some fee may be required if the Operating Structure is expected to
receive Technical Assistance services. Nevertheless, under this option the Operating Structure will have a
greater role, as well as greater responsibilities and liabilities (e.g. related to monitoring and reporting) which
may prove burdensome for an Operating Structure with little experience and/or low in-house capacity.
This option is illustrated in the figure below.
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Figure 60: Functional diagram of an Operating Structure providing direct support to final recipients

Operating Structure
potentially supported by
the EU Delegation

Operating Structure
directly invests in
projects

Project portfolio
Source: PWC, 2015.

The table below lists the advantages and weaknesses of this governance structure.
Table 59: Advantages and weaknesses of direct implementation of a Financial Instrument by the Operating
Structure
Advantages

Weaknesses

•

•

•

•

Possibility to draw non-grant finance using IPA
funding without setting up a dedicated Financial
Instrument structure.
If the Operating Structure has the necessary
capacity, expertise and technical knowledge, this
governance option may lead to quicker
establishment and operation of funding activities.
Greater direct control on operations.

•
•
•
•

If the Operating Structure does not possess the
necessary capacity, expertise and technical
knowledge, the establishment and operation of a
Financial Instrument under this governance
structure would be problematic.
Limited synergies with other Financial Instruments
implemented in the country.
Greater audit risks for the Operating Structure, in
addition to risks from ineligible expenses.
Greater risk of conflict of interest, political influence
and limited deployment options.
Not eligible for management fees, with the exception
of Technical Assistance.

Overall, this third option may be suitable when the Operating Structure has sufficient experience and
technical knowledge in the matter of Financial Instruments under IPA II regulations, once considered the
strict restrictions presented in the IPA regulations. It is also of note that this option is subject of the final
stipulations of the Framework Agreement and of the Financing Agreement to be signed between the
European Commission and Turkey. These Framework and Financing Agreements are not yet finalised nor
signed.
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Appendix D. - List of stakeholders
interviewed
The stakeholders interviewed for the present ex-ante assessment in Turkey are indicated in the table below.
Table 60: Stakeholders interviewed for the ex-ante assessment for Financial Instruments in Turkey
Institution

Person

EU Delegation

Ozgur ALTINOKLAR, Programme Manager
Zeynep AYDEMIR, Sector Manager

Ministry of Science, Industry and Technology
(MoSIT)

Mehmet Ali YIMAZ
Osman Cihan SELVI
IPA expert Feride Pinar IRDEM, Coordinator
Programming Department
Hande MERCAN AYGEN, Coordinator M&E Department
Barak UGURLU, IPA Expert – Programming
Emrah KORAMAN, Industry and Technology expert

Ministry of Labour and Social Security (MoLSS)

Melih AKIN, EU expert
Sarper ATAKUL, EU expert
Aydin ERDOGAN, EU expert

European Investment bank (EIB)

Massimo d’EUFEMIA, Representative in Turkey Lara
Tassan ZANIN, EIB Representative in Ankara

TOBB

Werner GRUBER, EU Project Development and
Monitoring Division
Burcu ATILGAN

KFW

Melih CADIRCI, Deputy Director, Financial Sector Expert

EBRD

Engin GOKSU, Head of Ankara Office
Serpil CETINCIFT, National Programme Manager

KGF

Hikmet KURNAZ, General Manager
Erol ASMA, Deputy general Manager
Bulent ERSOY, Kurumsal Pazarlama
Gulden CETINER, Credit Operation

Turk Eximbank

Funda BAYDAR, Ankara Regional Manager

Ankara Chamber of Industry

Mustafa Kemal TOPCU, Human Resource Manager
Zehra OZTURK, Project Coordinator

Capital Markets Board (SPK)

Yildirim AKAR, Head of SME and Corporate Bond market
group
Fatih SAGLIK, Deputy head of Institutional Investors
Dept.

MoSIT DG for Competitiveness

Hurol METE, Industry and Technology Expert
Sakir KARATAYA, Industry and Technology Expert
Ahmet Emre COBAN, Industry and Technology Expert

KOBI Venture Capital

Onur OKTEM, Deputy Manager, Business Development

KOSGEB

Nusret OZGUNALTAY, Director

ISKUR

Mehmet ASLAN, Head of Department
Askin TOREN, Head of Department

TTGV

Ihsan KARATAYLI, Coordinator
Ferda ULUTAS, Coordinator
Evren BUKULMEZ

TUBITAK

Dr Sinan TANDOGAN, Head Strategic Programs
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Institution

Person
TUBITAK
Halil Ibrahim KURT, Scientific programme Expert

Ankara Development Agency

Gökhan Yalçın
Emrah KORAMAN, Industry and Technology expert
Ibrahim ERCAN, Coordinator, Investment Support Office
Muhammed OFLAZ, head of Unit, Business Development
and Strategy.

Ministry of Development

Huseyi ULUDEYLI
Filiz ALSAG
Adnan SAYGILI
Seican ZORLU
Kilichan KAYNAK, Senior StrategyOfficer,
Entrepreneurship and SMEs

Development Bank of Turkey (Kalkinma)

Murat BUGAN, Financial Institutions Dept.
Mehmet TAMIRCI, Loan Evaluation Dept.
Seyhan AYANLAR, Manager

Ministry of Economy

Aysegul SAHINOGLU, Head of Department
Muhammed Emin TORUNOGLU, Foreign trade Expert

Ministry of Customs and Trade, General
Directorate of Cooperative

Ekrem Alper BOZKURT, Head of Department
Burak OZSARAC, Expert of Customs and Trade

The Central Union of Tradesmen and
CraftsmenCredit and Guaranteecooperatives of
Turkey (TESKOMB)

AhmetBakir SAHIN, EU relations and Strategy
Development Director

Prime MinistryUndersecretariat of Treasury

Hakan ERTURK, Head of Department

MEETINGS IN IZMIR
ZobuConsulting

Hakan ZOBU, Managing Director
Selma OZCAN, Programme Manager, Training Programs
Pinar ERDIL, Project Management

Abigem

Arzu AMIRAK, Director

Izmir Development Agency

Gurkan ERGUN, Monitoring & Evaluation Unit
Meltem ALTINAY, Investment Support office

MEETINGS IN ISTANBUL
The Banks Association of Turkey

Emre Alpan INAN, Director, Research and Statistics
Umit UNSAL, Specialist, Research and Statistics

Borsa Istanbul

Murat MAZIBAS, Director
Harun OZAY, Manager

IFC

Ulugbek Y. TILYAYEV, Project Manager

Garanti Bank

Selin OZ, SME marketing Banking Management
Serdar SARI, Structured Finance, Financial Institutions

European Investment Fund

José ROMANO
Nur OZDEMIR
Cristina DUMITRESCU, Investment Manager
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Institution

Person

Istanbul Chamber of Commerce

Alper ERSAN, Administrator, Competition Incentive
Analysis and Planning
Emre KOSEOGLU, Administrator

EBRD

Paolo MONACO, Senior Banker

Galata Business Angel network

EmineAyse INAL, General Secretary

The ABRAAJ Group

Levent YESILDAG, Head of G43 Anatolian Venture
Capital Fund
Semih GOKMEN, Associate

3TS Capital

Elbruz Yilmaz, head of 3TS Fund

HALKBANK

Recep GULEC, Head of International Banking and
Structured Finance Department
Onur BILGIN, Director
Cristina DUMITRESCU, Investment Manager
Murat Alper SERTOGLU, Assistant Specialist

SEKERBANK

Enis BULCA, Division Head
Oya SARI, Department Head
Irem BULAT, Associate

ODTU-TEKNOKENT

Tolga OZBOLAT, Director Collaboration Operations on
Technology Technology Transfer Office

The World Bank

Jose Guilherme REIS, Programme Leader, Europe and
Central Asia Region
Alper OGUZ, Senior Financial sector specialist
Can SELCUKI, Economist

MEETINGS IN SAMSUN
Middle Black Sea Development Agency (OKA)

Ibrahim Ethem SAHIN, Head of Planning, Programming
and Coordination Department
Yavuz DEMIR, Samsun Investment Support Office

KGF

Hasan SARIAHMET, General Manager

S.S. Samsun 19 Mayis ESNAF ve SANATKARLAR
KREDI ve KEFALET KOOPERATIFI

Adnan KONAS, General Manager
Hanife YAYLA, Manager

Samsun Chamber of Commerce and Industry

Suleyman KARABUK, General Secretary
Fatih SARAC, Foreign Affairs Expert

SABEK ISGEM

UgurArif HAYVALI, Manager

MEETINGS IN GAZIANTEP
Halk Leasing

Kaya KISA, Deputy general Manager

Silk Road Development Agency

Osman TOKSIN, Head of Unit
Sezen GENC, Head of Unit
Abdulmenap ERTAS, Head of Unit
Utku Ali Reza ALPAYDIN, Head of Unit
Vakkas KOCA, Coordinator

Chamber of Industry

Kürşat GONCU, General Secretary
Mujde ATAY

EBRD

Gokhan KARACETIN, Head of Gaziantep Office

GrameenMikrofinance Program

Belkıs KURT
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Institution

Person

Chamber of Commerce

Gülbin CALISKANTURK
N. Sezin DARWISH, Expert

MEETINGS IN VAN
East Anatolia Development Agency (EADA)

Bode ALTUNEL, Programme Management Unit

Van Chamber of Commerce and Industry (TSO)

Yavuz KARAMAN, Vice Chairman
Cengiz ARAS, Deputy General Manager

ABIGEM – European Network

Olcay BARLAS, Business Centre Director

KOSGEB

Bilal Emre YORUK, Manager

Sekerbank

Omer GUZEL, Senior Officer
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Appendix E. - Bibliography
The bibliography used for the present ex-ante assessment in Turkey is indicated in the table below.
Table 61: The bibliography used for the present ex-ante assessment in Turkey
GENERAL DOCUMENTS
IMF Article IV: http://www.imf.org/external/pubs/ft/scr/2014/cr14329.pdf
World Bank Ease of Doing Business: http://www.doingbusiness.org/data/exploreeconomies/turkey/
World Economic Forum: World Competitiveness report:
http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2014-15.pdf
The "Social Entrepreneurship in the Middle East" report:
http://www.meyi.org/uploads/3/2/0/1/32012989/abdou_fahmy_greenwald_and_nelson__social_entrepreneurship_in_the_middle_east__toward_sustainable_development_for_the_next_generation.pdf
Global Entrepreneurship Monitor, 2013 Global report:
http://www.gemconsortium.org/docs/download/3106
The Global Innovation Index 2014, the Human Factor in Innovation:
http://www.globalinnovationindex.org/userfiles/file/reportpdf/GII-2014-v5.pdf
Turkey’s Transition, Report N° 90509 by the World Bank: http://wwwwds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2014/12/04/000470435_20141204124
514/Rendered/PDF/905090v20ESW0w0ip0final0print0nov29.pdf
La cohésion Territoriale en périphérie de l’Union Européenne: Enjeux du développement régional en Turquie
par Benoît Montabone, Université de Rennes:
https://tel.archives-ouvertes.fr/tel-00651483/document
FAO Regional Office for Europe and Central Asia, Policy Studies on Rural Transition No. 2013-3, An
overview of cooperatives in Turkey: http://www.fao.org/3/a-ar427e.pdf
EU DOCUMENTS
INSTRUMENT FOR PRE-ACCESSION ASSISTANCE (IPA II):
http://ec.europa.eu/enlargement/pdf/key_documents/2014/20140919-csp-turkey.pdf
Europe 2020: A European Strategy for Smart, Sustainable, and Inclusive Growth:
https://www.google.co.bw/webhp?sourceid=chrome-instant&ion=1&espv=2&ie=UTF8#q=europe%202020%20strategy
COSME Financial Instruments: http://ec.europa.eu/growth/access-to-finance/cosme-financialinstruments/index_en.htm
National action plan for EU accession 2014-2015: http://www.abgs.gov.tr/files/napisonwebeng.pdf
EU Turkey Progress Report 2014: http://ec.europa.eu/enlargement/pdf/key_documents/2014/20141008turkey-progress-report_en.pdf
EU doc: Policy Handbook on Promotion of Creative Partnerships:
http://ec.europa.eu/culture/library/reports/creative-partnerships_en.pdf
The EU Small Business Act: http://eur-lex.europa.eu/legal-content/FR/ALL/?uri=CELEX:52008DC0394
Executive Summaries of Evaluations Studies on SME Access to Finance in EU Member States/Regions
carried out by EIF in the Context of the JEREMIE (JOINT EUROPEAN RESOURCES FOR MICRO TO
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MEDIUM ENTERPRISES) Initiative from 2006 to 2008, 1 March 2009:
http://ec.europa.eu/regional_policy/archive/funds/2007/jjj/doc/pdf/jeremie_sme_access.pdf
Commission Staff Working Document: Ex-ante assessment of the EU SME Initiative Brussels,
5.12.2013SWD(2013) 517 final, PART ½: http://edz.bib.uni-mannheim.de/edz/pdf/swd/2013/swd-20130517-1-en.pdf
Ex-ante assessment methodology for financial instruments in the 2014-2020 programming period
General methodology covering all thematic objectives Quick reference guide:
‘http://ec.europa.eu/regional_policy/sources/thefunds/fin_inst/pdf/ex_ante_vol0.pdf
Ex Ante assessment methodology for financial instruments for 2014-2020, Volume I to V; Vol III, Enhancing
the competitiveness of SME, including micro-credit and agriculture (thematic Objective 3):
http://www.eib.org/attachments/documents/jessica_exante_assessment_methodology_fis_vol4_low_carbon_en.pdf
GAFMA related article in the European Structural and Investment Funds Journal (Nov-14):
http://www.eif.org/news_centre/research/estif_3_14_article_kraemer-eis_lang.pdf
Supporting Access to Finance by SMEs: Mapping the initiatives in five EU countries:
http://www.ceps.eu/book/supporting-access-finance-smes-mapping-initiatives-five-eu-countries
Survey on access to finance for cultural and creative sectors:
http://ec.europa.eu/culture/library/studies/access-finance_en.pdf
A Eurasia Insights Study, The Future of Mobile Banking & Payments, Turkey 2012:
https://eurasiainsights.com/WhitePaperMBPT2012.pdf
TURKISH DOCUMENTS
Regional Competitiveness Operational Programme 2007-2013, Turkey, Interim evaluation 2011, Executive
summary:
http://nortonsafe.search.ask.com/web?q=evaluation%20of%20RCOP%20Turkey&o=15527&prt=360&chn=
retail&geo=FR&ver=21&locale=fr_FR&tpr=111
Tenth Development Plan:
http://www.mod.gov.tr/Lists/DevelopmentPlans/Attachments/4/Brochure%20of%20Tenth%20Developme
nt%20Plan%20%282014-2018%29.pdf
Turkish Banking Sector in Brief: https://www.garantiinvestorrelations.com/en/financialinformation/detay/Turkish-Banking-Sector-in-Brief/55/41/0
Employment, Education and Social Policies under the Sector Operational Programme of the Ministry of
Labour and Social Security (MLSS): https://www.google.co.bw/webhp?sourceid=chromeinstant&ion=1&espv=2&ie=UTF8#q=employment%2C%20education%20and%20social%20policies%2C%20sector%20operational%20progr
amme%20turkey
Competitiveness and Innovation Sector Operational Programme (CISOP) by the Ministry of Science,
Industry and Technology (MoSIT): https://www.google.co.bw/webhp?sourceid=chromeinstant&ion=1&espv=2&ie=UTF-8#q=cisop+turkey
Strategy and Action Plan for the Istanbul International Financial Centre
Development Agencies in Turkey: http://www.ankaraka.org.tr/en/files/ankara-development-agency-en.pdf
ENHANCING THE COMPETITIVENESS OF SMEs IN TURKEY:
http://www.comcec.org/UserFiles/File/%C3%BClkeraporlar%C4%B1/28_isedak_%C3%BClke_rap/T%C3%
BCrkiye.pdf
National Science, Technology and Innovation Strategy 2011- 2016 (UBTYS)
National Strategy for Regional Development (BGUS)
SME Strategy and development plan (KSEP)
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SME Technical Committee Action Plan (YOIKK)
National Cluster Programme (KOSGEB)
Turkey National Employment strategy
The Emerging Companies Market (ECM):
http://borsaistanbul.com/data/kilavuzlar/The%20Emerging%20Companies%20Market.pdf
Financial Inclusion and Business Angel System, 2nd MEETING OF THE COMCEC FINANCE WORKING
GROUP
MoSIT-IPA: http://www.sanayi.gov.tr/Default.aspx?lng=en
MoLSS: http://www.ikg.gov.tr/en-us/home.aspx
MoLSS – European Union Coordination Department: http://www.ikg.gov.tr/enus/aboutus/eucoordinationdepartment.aspx
Ministry of Development: www.mod.gov.tr/
Central Bank of the Republic of Turkey: http://www.tcmb.gov.tr/wps/wcm/connect/tcmb+en/tcmb+en
The Banking Regulation and Supervision Agency (BRSA): https://www.bddk.org.tr/websitesi/English.aspx
The Turk Eximbank: https://www.eximbank.gov.tr/EN,1193/about-us.ht
Turkish Statistical Institute: http://www.turkstat.gov.tr/Start.do
The Development Bank of Turkey (Kalkinma): http://english.kalkinma.com.tr/legal-status-and-capitalstructure.aspx
The Small and Medium Enterprises Development Organisation (KOSGEB):
http://www.kosgeb.gov.tr/pages/ui/Baskanligimiz.aspx?ref=54
Borsa Istanbul: http://borsaistanbul.com/en/home-page
The Capital Markets Board of Turkey:
http://www.cmb.gov.tr/indexcont.aspx?action=showpage&menuid=0&pid=0&submenuheader=-1
Turkey Credit Bureau (KKB): https://rapor2013.kkb.com.tr/Default-En.aspx#
Turkish Union of Chambers and Exchange Commodities (TOBB):
http://www.tobb.org.tr/Sayfalar/Eng/AnaSayfa.php
Confederation of Turkish Tradesmen and Craftsmen (TESK): http://www.tesk.org.tr/tr/eng/indexeng.php
Turkish Industry and Business Association (TUSIAD): http://www.tusiad.org/tusiad/tusiads-vision/
Istanbul Chamber of Industry: http://www.iso.org.tr/Home/
Istanbul Chamber of Commerce (ITO): http://english.ito.org.tr/wps/portal
Economic Development Foundation (IKV): http://www.ikv.org.tr/?lng=en
Economic Policy Research Foundation of Turkey (TEPAV): http://www.tepav.org.tr/en
KrediGarantiFonu- KGF (Credit Guarantee Fund): http://www.kgf.com.tr/eng/2tarihce.htm
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