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1) Welcome 

Good morning ladies and gentlemen.

It is an honour to be addressing such a distinguished audience.

Many thanks to Erol Bey and the TUSIAD board for the invitation to speak to you all. 

2) Turkey’s significance

I want to start my remarks today by stressing the importance we in the European Bank for Reconstruction and Development – the EBRD - attach to Turkey and its continued modernisation.

This is not just because of the volume of business the EBRD does in the country. I will look at that in a moment. 

Ours is a broader view.

We are acutely aware of the historical context, of Turkey’s progress since the creation of the Republic.
We see the way that progress has gained momentum in the last decade and a half.  Now, despite the challenges of the recent past, Turkey is delivering some of the strongest growth of any of the countries where we work.

And EBRD values Turkey too for the way it can inspire other countries, not just its neighbours, on similar journeys of their own.  

3) The EBRD and Turkey 

We in EBRD can take that broader view because of who we are.

I realise that many of you here are already our friends and clients that know us well.

But even some of our closest partners might benefit from a reminder of the reasons why we were set up in the first place.

EBRD’s mission, as defined at the end of the Cold War, is to further the transition towards open, market economies and to promote private and entrepreneurial initiative.

Turkey was always one of our shareholders.

But since we began investing in the country, only as recently as 2009, it has been one of the EBRD’s real star performers.

We have already invested €10 billion in Turkey.

We are extremely proud of what we have done to assist Turkey in its efforts to open up its economy, drive sustainable growth and boost the private sector.

It has been our number one market since 2014.

If you take the last three years together, EBRD has invested €5.4 billion in the Turkish economy through 137 projects.  

And our profile here has been geared to private sector development.  Last year, all but one of our 51 projects was in the private sector. 

Indeed, 97% of our Turkish portfolio is in the private sector.      
  
We invest in many, many different sectors and are present across the country, with offices in Istanbul and Ankara, and total staff on the ground of over 80 people.  

Our experience of working in Turkey has been so successful that we have used the country as a space for developing innovative new products which can then be rolled out in other EBRD countries for their benefit too.

That success is, I believe, a reflection of Turkish entrepreneurial strengths and its openness to new ideas.  

But our work here, however impressive, is about more than our projects, both individually and in their cumulative effect.

We can only deliver on our mission if we combine those investments with the most active efforts in the area of policy reform.  

Here our achievements illustrate that lending to the state is not the only way to be taken seriously on matters that affect the investment climate. 

You have to be willing, in private, to tell it like it is to policymakers about the impact politics and policies can have on investor sentiment.

We do that all the time. 

Sometimes together with you!

4) The transition challenges ahead

While EBRD’s mission is the same as it was when we were founded in the early 1990s, our understanding of what a successful modern economy is, where transition is heading, has evolved. 

We believe there are six qualities that measure the progress our countries of operation are making on that transition journey.

We are already actively working to promote all these qualities in Turkey.

They are: 

Resilience, Competitiveness, Green, Inclusion, Integration and Good Governance.

Allow me to take a look, briefly, at how the Turkish economy is faring on each one.  And how EBRD’s work is designed to improve Turkey’s performance still further.     

On Resilience, Turkey is doing better than most of our EBRD countries. Progress has been made on reforming the financial markets but more could still be done to increase market capitalisation and attract long-term funds.

On the policy front we have been closely involved in the development of the Turkish Lira money market at Borsa Istanbul.

This will, we hope, lead to the creation of a benchmark index.

And we are encouraging potential providers of local funds to take part in the money market, as sufficient liquidity is a precondition for this to happen. 

On Competitiveness, our focus on the private sector is making the entire economy better equipped for global and regional markets 

The government is meanwhile working to reduce costs and support innovation, a particularly important ingredient in the recipe for success.

If Turkey really is to meet the challenge of generating long-term sustainable growth, it needs to shift.  From a growth model based on investment and adopting technology from elsewhere to one powered by innovation and developing new technology itself.

In this context, I hail TUSIAD’s work and advocacy for the “Industry 4.0” and the very recently concluded research on Turkish industry’s digital transformation. 

We are also very active in policy reform in the area of vocational and technical training, creating the skills which meet the industrial requirements of today and tomorrow. 

Here we are grateful to TUSIAD and its members for joining forces with us to improve vocational training standards through the public private policy steering committee that we created.  

The importance we attach to Green is illustrated by the fact that half of all our projects in Turkey last year promoted energy and resource efficiency or renewables, many of them highly innovative. 

These included the financing of a geothermal power plant.  The building of resource-efficient hospitals under a public-private partnership model.  And the provision of finance to local banks for on-lending to SMEs, municipalities and households to improve their own energy performance. 

EBRD’s record in this area is truly innovative. 

Back in 2010 we launched MidSEFF, at €1.5 billion our largest credit line for mid-sized investments by the private sector in renewable energy and energy efficiency.  

We have also financed almost half of Turkey’s geothermal capacity, making the country a world leader in such technology. 

We now intend to capitalise on the recently adopted New Energy Efficiency Action Plan.  This is partly the fruit of our own policy reform efforts and replicates the European Union’s best sector policies to reduce external energy dependence and promote sustainable development.

On the transition quality of Inclusion Turkey unfortunately still lags behind many of our other countries of operation. It has large geographic disparities, with low employment rates and productivity levels and high informality in poorer regions. 

The female labour force participation rate has increased over the past decade. But, at around 32 per cent, it remains one of the lowest in the OECD. 

Youth unemployment is persistently high as a result of a mismatch in skills and challenges in access to finance and education. 

But if the challenges are large, so are the opportunities.

EBRD’s innovative Women in Business programme passed a major milestone in Turkey last year when its financing and advice reached 15,000 companies led or owned by women – in 87 out of the country’s 89 provinces.

We also work with companies large and small – from Ford Otosan to honey maker Balparmak – to offer on-the-job learning and employment for youth, women and people in remote areas. 

On the transition quality of Integration, significant steps have been taken to liberalise rail transport, partly thanks to our efforts.  And preparations to privatise highways, bridges and ports are underway.

Large public transport and infrastructure projects continue apace, some under public-private partnership structures.

Here our only public sector project of last year supported the expansion of the metro here in Istanbul, one of the world’s most congested cities.

Finally, ladies and gentlemen, on Good Governance, it is important for a good friend of Turkey to speak frankly.  But I can also be brief as Tuncay bey and Erol bey spoke very well on this issue earlier.

Standards of corporate governance are relatively high. And we are working hard to improve the strategic management of Turkish companies through our equity investments. 

But consistently good state governance is also vital for investors, domestic and foreign.  And I know from conversations with many foreign investors that the quality of state governance in Turkey is a key criterion in the choices they make about the destination of their investments.  So it is imperative to maintain the credibility and capacity of Turkey’s democratic institutions, and uphold the rule of law.

Because, as we know from experience around the world, any fall off in those standards can have a chilling effect on the overall investment climate.

5) Conclusion

Ladies and gentlemen, as the numbers and the sheer range of our activities here show, Turkey is hugely important to the EBRD.

And, I venture to suggest, that as a dependable and highly effective partner, the EBRD is hugely important to Turkey in return.

For all our many joint successes, there is much more work to be done.

And that means many more opportunities for domestic and foreign investors alike. 

We look to you for even more leadership on innovation and investments that are both sustainable and inclusive.

And there is still more you can do through such leadership to inspire the hugely important small business sector here, as well as businesspeople and industrialists in the wider region.   

And for its part, the government needs to build on the achievements of the last 15 years to reinvigorate the process of structural reform.

Rest assured that we will be there to help both them and you.
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