@ NVESTIN
TURKIYE

SDG Investor Map Turkey

SUSTAINABLE

DEVELOPMENT
GOALS



March 2021

Copyright © UNDP (2021)

United Nations Development Programme

Istanbul International Center for Private Sector in Development

The findings, interpretations and conclusions expressed in this study are those of the authors and should not be
attributed to the United Nations Development Programme (UNDP), to its affiliated organizations or to members of its
Board of Executive Directors or the countries they represent. Moreover, the views expressed do not necessarily
represent the decision or the stated policy of the UNDP, nor does citing of trade names or commercial processes
constitute endorsement. The designations employed and the presentation of material on the maps in this publication do
not imply the expression of any opinion whatsoever on the part of the Secretariat of the United Nations or UNDP
concerning the legal status of any country, territory, city or area or its authorities, or concerning the delimitation of its
frontiers or boundaries.

All rights reserved. No part of this publication may be reproduced, stored in a retrieval system or transmitted, in any form
by any means, electronic, mechanical, photocopying or otherwise, without prior permission of UNDP. The views
expressed in this publication are those of the author(s) and do not necessarily represent those of the United Nations,
including UNDP, or the UN Member States.



Developed by

United Nations Development Programme (UNDP)

UNDP Turkey Country Office initiated the SDG Investor Map Turkey with the Istanbul International
Center for Private Sector in Development (IICPSD), as the technical service provider implementing the
methodology developed by the SDG Impact.

UNDP Turkey Country Office works for Inclusive and Sustainable Growth, Inclusive and Democratic
Governance and Climate Change and Environment. For more than 50 years the UNDP has worked in
close partnership with the Turkish Government and numerous national and international institutions,
including NGOs, academics and the business community. UNDP Turkey aims to find practical solutions
to Turkey's development challenges and manages projects together with the Turkish Government and
other partners to address them. Since 1986 it has implemented over 80 programs across the country.

UNDP’s Istanbul International Center for Private Sector in Development (ICPSD) was established in
2011 in partnership with the Government of Turkey. The Center’s work to engage foundations and the
private sector focuses on delivering policy advice and technical services in four thematic areas:

Private sector engagement through South-South Cooperation for the SDGs
Private sector engagement in skills development

Impact investing

Resilience and crisis response

> > >

The Center has vast experience in providing research and advocacy to mobilize impact investing
activities for the Sustainable Development agenda. In order to expand impact investing in countries
with nascent ecosystems, IICPSD developed the “Impact Investing Ecosystem Mapping” methodology
to take stock of current stakeholders, opportunities and challenges. Piloted in Turkey, the methodology
is being implemented in Morocco, Ukraine and Djibouti. ICPSD also implements SDG Impact’'s “SDG
Investor Maps” in countries, with a Map for Turkey completed and a Map for Djibouti in progress.

SDG Impact is a UNDP flagship initiative designed to accelerate progress toward the SDGs with game
changing tools and insights that unlock private capital and direct it to concrete SDG-enabling
opportunities with a focus on developing countries. The initiative focuses on eliminating barriers and
driving integrity for SDG-enabling investment at scale.

Contributors

Presidency of the Republic of Turkey Investment Office

The Investment Office of the Presidency of the Republic of Turkey is the official organization for
promoting Turkey's investment opportunities to the global business community and for providing
assistance to investors before, during and after their entry into Turkey. Directly reporting to the
President of Turkey, the Investment Office is in charge of encouraging investments that further enhance
the economic development of Turkey. To this end, the Investment Office supports high-tech, value-
added, and employment-generating investments with its facilitation and follow-up services during
whole processes of relevant investments.
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Background — A Global Need for Impact Intelligence

Addressing global challenges, Sustainable Development Goals (SDG) provide a blueprint to
achieve a more equitable and sustainable future for all. Substantial financing is required to achieve
the SDG Agenda by 2030 as US$5-7 trillion is needed annually for global investments. Developing
countries alone face a massive funding gap of US$2.5 trillion annually in SDG investments.! To
bridge this gap and alleviate the financing burden on the shoulders of governments, donor
agencies and multilateral development banks, it is essential to partner with the private sector and
expand SDG-related investments by unlocking private capital. Accounting for 60% of GDP, 80% of
capital flows and 90% of jobs in an average developing country, private sector’'s engagement in

development cooperation is more than vital.

Despite the potential private sector investments offer, many developing countries attract low levels
of domestic and foreign investment due to reasons such as limited data and insights about
investment opportunities and risks; limited capacities and networks; and high real or perceived
policy and regulatory risks. Unfortunately, in addition to these challenges, the COVID-19 pandemic
is estimated to cause a sharp decrease in global FDI flows, which are forecast to decrease by 40%
in 2020 to below US$1 trillion from their 2019 value of US$1.54 trillion.? Developing countries are
expected to see the largest fall in FDI given their high dependence on global value chain intensive
and extractive industries and limited ability to implement effective support mechanisms. However,
there is a growing interest among investors to attribute capital into activities that deliver strong
financial returns while reducing poverty and inequality, advancing health and education, and

protecting the environment.

In order to ensure that investor interest translates into higher levels of SDG-investments, it is vital
to address the current lack of intelligence and guidance around how asset owners can help
generate significant SDG impact through their transactions. A major challenge constraining SDG-
investments is the difficulty of identifying bankable projects for investors. The “Annual Impact
Investor Survey 2020” by GIIN finds that the lack of high-quality investment options with track
record remains as a significant barrier to the growth of SDG investments.® With an aim to empower
investors through impact intelligence products around bankable investment areas in countries with

material SDG contribution, UNDP SDG Impact launched the “SDG Investor Maps”.



o To bridge this gap and
$2.5 trillion alleviate the financing
funding gap faced by burden, it is essential to

developing countries expand SD&elated
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Recognizing the pressing need posed by lack of impact investment intelligence despite growing
investor interest, the SDG Investor Map methodology has been developed to empower investors
seeking investment opportunities to generate positive impact with required tools and insights. The
SDG Investor Map is an impact intelligence product focused specifically on deriving SDG-aligned
‘Investment Opportunity Areas’ which are aligned with national policy priorities and development

needs and around which private actors can perform actionable diligence and shape deals.



UNDP Istanbul International Center for Private Sector in Development
(ICPSD)’s Engagement in Impact Investing and SDG-Anchored
Investments

In light of the above challenges around advancing impact investments especially in least
developed and developing countries, ICPSD’s impact investing portfolio aims to bridge the gaps
in impact intelligence, capacity and advocacy in contexts with pressing SDG needs. [ICPSD offers
a comprehensive service line to foster the impact and SDG investing ecosystems in countries,
consisting of a set of methodologies developed to lay the ground for impact and SDG investing
and identify opportunity areas to channel private investments into areas with national strategic

development priorities.

[ICPSD’s impact and SDG investing services complement each other by identifying and promoting
opportunity areas and facilitating especially private financing for these investment areas. (i) The
“Impact Investing Ecosystem Study” identifies major stakeholders, opportunities and challenges in
establishing a strong impact investing ecosystem in countries. (ii) SDG Investor Maps dive deeper
into specific SDG investment areas which are aligned with country and development priorities to

develop a detailed investment guide.

In 2019, IICPSD built the “Impact Investing Ecosystem Mapping” methodology to take stock of the
current stakeholders as well as opportunities and challenges in establishing functioning impact
investing ecosystems in nascent contexts. Built on a comprehensive desk research and in-depth

interviews with major stakeholders, the Impact Investing Ecosystem Study aims to:

A Showcase opportunities in specific markets for international impact investors,

A Exhibit adjacent impact investing activities by institutional investors, money managers
and foundations in countries and align them with the impact investing agenda,

A Enable impact enterprises to access the global pool of impact capital,

A Provide policy recommendations for public bodies to actively engage in the design of

a robust impact investing framework.



The methodology has been successfully piloted in Turkey at the end

of 2019 when “The Impact Investing Ecosystem in Turkey” study was

published by IICPSD in collaboration with the Presidency of the
Republic of Turkey Investment Office. The report identified five key

areas where the highest impact may be generated in Turkey: (i)

refugee livelihoods, (ii) women’s empowerment, (iiij) renewable

energy, (iv) health-tech and (v) financial inclusion. The ecosystem

The Impact Investing Ecosystem
in Turkey
kil Moyl

methodology is currently being implemented in Ukraine, Morocco and
Djibouti.

The Impact Investing Ecosystem Mapping methodology takes a snapshot of the current impact
investing landscape in countries, identifying major opportunity areas where countries possess
significant profitability potential and need further SDG progress. Market challenges and
opportunities in these areas are summarized with a set of policy recommendations to help unlock
private investments. Building upon the foundation laid by the Impact Investing Ecosystem Mapping
methodology, SDG Investor Maps dive deeper into specific “Investment Opportunity Areas” with a
detailed investor guide on specific data points for each area, including categories such as market

size, return profile, investment timeframe, regulatory environment and so on.

Building upon the findings of “The Impact Investing Ecosystem in Turkey” study, ICPSD conducted
the “SDG Investor Map for Turkey” to advance the Center’s efforts in mobilizing impact investors
and a broader spectrum of investors towards marketable and SDG-aligned investment
opportunities. Within the framework of the Map, IICPSD has identified 27 Investment Opportunity

Areas under 9 priority sectors which are in line with national priorities and development needs.

IICPSD expands it efforts for showcasing the potential of SDG-anchored investments continuing

with the implementation of the SDG Investor Map practice in Djibouti and Ukraine.


https://www.iicpsd.undp.org/content/istanbul/en/home/library/the-impact-investing-ecosystem-in-turkey.html

SDG Investor Maps

SDG Investor Maps are in-depth reports on SDG-enabling investment opportunities and conditions
in target markets and sectors. The Maps target the gap between interest in investing in SDGs and
the business models that could provide investable opportunities. Developing an SDG Investor Map
requires filtering down from national priorities and development needs to derive “investment
opportunity areas.” The maps help delineate impact opportunity areas for each country to help
tackle sub-sectoral and sub-regional development needs whilst capitalizing on policy and
investment momentum, complemented by supporting information that can enable investors to

perform diligence and eventually shape impactful deals.

SDG Investor Maps, which were piloted in Brazil, have been rolled out in many countries, with
current implementations being in China, Jordan, Turkey, Armenia, India, South Africa, Nigeria,
Kenya, Rwanda, Uganda and Ghana. As part of the successful applications to the Joint SDG Fund
call opened by UN at the end of 2019, twenty to twenty-five countries have secured resources to

implement SDG Investor Maps in their countries.
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SDG Investor Map Turkey

Overview

Following SDG Impact’'s methodology, the “SDG Investor Map Turkey” aims to identify “Investment
Opportunity Areas” in the country which are aligned with national priorities and SDG needs while
carrying considerable investment potential. The final product provides a guide for investors who
are keen on generating positive impact alongside financial returns through the way they allocate

their resources.

Initiated by IICPSD in February on behalf of UNDP Turkey and supported by the Investment Office
of Turkey, the “SDG Investor Map Turkey” has been developed as a guide that consists of detailed
investment information on 27 investment opportunity areas identified across 9 priority sectors.
The following priority sectors have been identified for Turkey: Technology and Communications,
Transportation, Renewables and Alternative Energy, Education, Healthcare, Food & Beverage,

Consumer Goods, Infrastructure and Financials.

Methodology
The Map followed a rigorous literature review of national policy documents and international
development assessments as well as extensive stakeholder consultations with over 35

representatives from public and private sectors.

As the first step, relevant policy priorities were deduced from a careful analysis of documents such
as the 11th National Development Plan, the 2020 Investment Program, the 2020 Presidency Annual
Program, the Pre-Accession Economic Reform Program (2020-2022), the 2020-2022 Investment
Program Preparation Guide and Turkey's Sustainable Development Goals 2nd Voluntary National
Review 2019. Moreover, in determining development needs documents such as the Human
Development Report 2019 and the Human Development Report Briefing Note for Turkey by the
UNDP, Turkey Economic Monitor October 2019: Charting A New Course Report by the World Bank,
the Climate Change Strategy by the Ministry of Environment and Urbanization, the Regional
Development Policy in Turkey 2019 by the OECD, the National Strategy Report for Regional
Development 2014-2023, the National Rural Development Strategy 2014-2020 and the Turkey
Sustainable Development Goals Evaluation Report by the Presidency of Strategy and Budget were

consulted.

The 11th Development Plan for Turkey covering 2019-2023 is the main national policy document

on country priorities, objectives and strategies, and lays the foundation for all government policies.



The Plan is based on five pillars: (i) Stable and strong economy, (i) competitive production and

efficiency, (iii) qualified human capital and resilient society, (iv) sustainable cities and environment,

(v) justice, democratization and good governance. In the plan, priority sectors are identified as

follows: Chemical Industry, Pharmaceuticals and Medical Devices, Electronics, Machines and

Electrical Equipment, Automotive, Rail Systems. In addition to priority sectors, agriculture, defense

industry and tourism are identified as priority areas for development within the 11th Plan.
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From the perspective of the SDG framework, Turkey’s SDGs 2nd Voluntary National Review 2019
is @ major document for the development needs and priorities in the country. The review takes
stock of Turkey’s progress towards SDGs, identifying where performance has been significant or

laggard. The review puts forward SDGs which are:

i In need of further work is needed for Turkey,
ii. Prioritized in the context of Turkey,

iii. Most relevant for Turkey to achieve the Global Goals.

The specific SDGs corresponding to the above classifications can be found below:
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Public spending has also been analyzed to understand how the public budget is allocated and

|

which sectors receive the largest resources. Investment opportunities in these areas have been
identified to attract private investors towards these areas, whereby the burden on the public

budget can be alleviated.

Based on this analysis, 9 sectors have been identified which showcase strong alignment between
development needs and policy priorities: Technology and Communications, Transportation,
Renewables & Alternative Energy, Education, Healthcare, Food & Beverage, Consumer Goods,
Infrastructure and Financials. 27 investment opportunity areas have been further identified under

these sectors.
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After a comprehensive process of literature review and textual analysis, interviews were
commenced with the relevant stakeholders in April. The findings have been shared with the task
force and validated through interviews with relevant stakeholders such as the Investment Office of
the Presidency of Turkey, the Presidency of Strategy and Budget, the Ministry of Industry and
Technology, the Union of Chambers and Commodity Exchanges of Turkey (TOBB), the
Development and Investment Bank of Turkey, the European Bank for Reconstruction and

Development (EBRD), the Islamic Development Bank and many more leading institutions.

The full list of documents reviewed, and institutions interviewed for the SDG Investor Map Turkey
are provided in the Annex. The next section provides a list of 27 investment opportunity areas with
proven or potential market profitability and material sustainable development contribution for

Turkey. The |IOAs are identified based on the below four criteria:

A Fundamentally marketable, i.e. investments within which a private actor could invest
independently of government co-investment, and where a private actor may be able to
achieve a market- or above-market return,

A Sufficiently specific to the realm of an ‘opportunity area’, i.e. a field within which diverse
kinds of deals/ transactions could take place, but broad enough for an investor to decide
what kind of financial vehicle is best suited to deploy,

A Sufficiently at-scale for investments to be able to achieve depth and duration of potential
impact

A Largely already proven in-market, i.e. by a transaction having taken place, and

return/impact begun to be calculated.
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Outputs: Investment Opportunity Areas for Turkey

Tech-based energy efficiency solutions through
integration of advanced technologies and digital
connectivity into infrastructure of buildings and

Technology 4
d manufacturing process
an- . Technolo 2. Producing assistive technology tools for
Communications gy students or employees with disabilities
3. Content generation and application design for
online/digital learning
;—” re 4. Wearable mgd@al devices for early action and
remote monitoring
[ . g
formd .
Internet Media and .
. 5. Sustainable E-Commerce
Services
6. Rail freight transportation and operation
Transportation 7. The domestic production or technology transfer
P . of subway and railway vehicles, escalators and
Land Transportation . L
signalization systems
8. Sustainable, Sharing Economy and Micro
Mobility Models for Transportation
Marine 9. Private marine transportation for freight
Transportation shipments
Renewable.s and 10. Investments in rooftop solar energy panels for
Alternative domestic or commercial use
Energy 11. Domestic solar energy component production
. (tempered glass, solar cell, backsheet, EVA,
Alternative Energy ; :
junction box and frames)
/ 12. Transforming electric motors used in Organized
] Industrial Regions and providing/producing new
I\ motors for SMEs
il
Education
13. Investments in vocational training certification
. programs
Aol B e 14. Affordable private schools for low- and middle-

income groups
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Healthcare

4

Biotechnology and
Pharmaceuticals

15.

R&D and production of local biotechnological
medicine and pharmaceuticals

16.

Investing in hospitals/clinics to provide
healthcare services for patients from medically

Healthcare ies/reqi
Providers underserved countries/regions
17. Remote diagnostic/telehealth  services to
increase access to healthcare services
Food and 18. Investing in beekeeping products and services
to increase their value-added in the health and
Beverage Food cosmetics value chains
‘ 19. Solar powered irrigation systems (combined with
\J “ drip irrigation & other efficient irrigation
tg “! technologies)
NS
| ,'( Food and Beverage | 20. Increasing the accessibility of licensed
Retail warehouses
Consumer
Goods 21. Energy efficient and sustainable dyeing and
washing technologies
Apparel and Textiles | 22. PPE production as a response to COVID-19
pandemic and future crises: Disposable and
t j washable face masks
23. Building and operating recycling/recovery
facilities for solid waste
24. Building and operating waste collection and/or
Infrastructure | waste Management sorting facilities
25. Constructing and  operating  wastewater
treatment facilities and innovative wastewater
: ﬁ treatment technologies
‘, 26. Data-based infrastructure for smart cities
Utilities through investments in connectivity technology
such as smart performance meters
Financials
Corporate and Retail | 27. Online/E-commerce payment schemes for SMEs

“"r r

Banking

and individual sellers
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Sector Prioritization for SDG Investor Map Turkey

9 priority sectors to advance SDG-anchored investments in Turkey have been identified following a
meticulous literature review of national policy documents and international development reports, as

detailed below.

Priority Sector Rationale for Sector Prioritization

A The technology and communications sector is crucial for the realization of the
SDGs in Turkey. Major or significant challenges still remain in science and
technology expenditures, energy efficiency and youth employment, particularly
in: "energy-related CO, emissions" (SDG 13), "expenditure on research and
development, researchers & triadic patent families filed" (SDG 9), "youth not in
employment, education or training (NEET)" (SDG 8) and "CO, emissions from fuel
combustion for electricity and heating per total electricity output" (SDG 7).
The importance of investing in and developing this sector is becoming
increasingly evident with the outbreak of the COVID-19 pandemic, necessitating
~ remote access to vital services such as education and health.
'._” A The national documents used for sector prioritization include: the 11t
-3 — Development Plan, which highlights the increasing shift to high-value added
1— a technology products and information systems as a global development trend
o “_3 Turkey needs to follow; The Sustainable Development Goals Evaluation Report,
stressing the importance of technology and information systems for achieving all
SDGs, especially SDG 9; the 2020 Annual Presidential Program, listing the
adoption of digital transformation projects, R&D and innovation activities and
critical technologies as crucial elements of competitive production and
productivity; and the 2019-2023 Strategy Plan of the Ministry of Industry and
Technology, highlighting the important and viable areas within this sector that
Turkey can advance on.

Technology and
Communications | 4

O

A According to the Sustainable Development Report 2020, major challenges still
remain in Turkey's performance on SDG 9.4

A SDG 9is identified as one of the priority SDGs in the context of Turkey and as one
of the most relevant SDGs for Turkey to achieve the Global Goals according to
the VNR 2019 report.>

A Despite improvements in the logistics and transportation infrastructure in
highways, there is still significant need to focus on cargo transportation and
railway mode in transportation investments. There are integration and efficiency
problems in Turkey’s transportation system, which bear negative consequences
on the development of flexible, safe, combined transportation services. There is
a need to reduce logistics costs and develop combined transportation practices
with higher shares of railway and maritime transportation to improve
competitiveness of Turkey.®

A Turkey bears high geopolitical potential, however, the country Logistics
Performance Index worsened as Turkey ranked 47th among 160 countries after

a being placed 34th in 2016. Connections between industrial facilities, ports and

Transportation

railway systems are yet to reach desired levels.”

A The government has an objective to improve an integrated transportation
infrastructure covering all modes of transportation. The infrastructure is planned
to ensure maximum traffic safety and serve all segments of society with a
sustainable and uninterrupted transportation system.®

A The total public investment in transportation is planned as 25 billion TRY ($3.7
billion) with the largest shares going to railways (43%), highways (27%) and
intracity transportation (23%).°

A Turkey has an objective to complete 2,028 km for High-Speed Trains and 228 km
conventional networks for passenger and freight transport.’

A Turkey has an objective to reach 1 million electric vehicles by 2030."
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Priority Sector  Rationale for Sector Prioritization

A According to the Sustainable Development Report Dashboard 2020, significant
challenges remain in Turkey performance on SDG 7, and this score is moderately
improving. Major challenges remain in the country’s performance on SDG 13;
major challenges remain in particular with regards to CO2 emissions from energy
and the effective carbon rate.

A The 2020 Annual Presidential Program: Turkey's demand for electrical energy
has been growing at an annual rate of 5%, above the global average of 3%. The
Program shares the aim of increasing the share of renewable resources in total
electricity production to meet the rising demand sustainably and utilizing

Renewable_s and ~ domestic production capacities to decrease the dependency on energy imports.
Alternative A The 11 Development Plan highlights several measures to achieve the sustainable
Energy and stable supply of energy and reduce carbon emissions among which are

increasing the share of electricity generation from renewable resources,
integrating renewable energy facilities into the grid, reducing the dependence
on imported sources (thereby generating employment and value domestically)

/ and adopting energy efficient building infrastructure at a wider scale.
ﬁ.. A The Sustainable Development Goals Evaluation Report from the Directorate of
\ Strategy and Budget: The Report highlights the pressure of the growing
I population and the economy on energy demand in Turkey. Although Turkey has
— recently adopted successful incentive mechanisms and regulatory changes to

maintain a stable energy supply, some challenges remain. The report makes the
following recommendations: As current incentives are geared towards large-scale
energy projects, supporting small-scale renewable energy projects and
renewable energy cooperatives in a way that is compatible with market conditions
is essential. Unlicensed electricity production through local actors or cooperatives
should be encouraged by paving the way of selling surplus energy back to the
grid at predetermined rates via electricity distribution companies with the
government acting as a guarantor. These measures will help reduce import
dependency and contribute to the regional development goals.

A According to the Sustainable Development Report Dashboard 2020, significant
challenges remain in the provision of quality education in Turkey. This has
negative bearings on the relevant indicators of SDG 8.

A 11" Development Plan: The plan draws attention to the importance of enhancing
the human resources of the country and verifies the development goal of "training

. qualified people who will convert knowledge into economic and social benefit and

Education are capable of using technology". In this context, the importance of providing
accessibility for all individuals to comprehensive and qualified education and
lifelong learning possibilities is emphasized.

A The 2020 Presidential Program: The same commitment as above towards
developing the human resources of the country in a way that produces positive

economic and social externalities and the importance of ensuring the accessibility

‘ of education and the availability of lifelong education opportunities are reaffirmed
by the 2020 Presidential Program.

A Sustainable Development Goals Evaluation Report by the Directorate of Strategy
and Budget: The report states that although significant strides have been made
in the provision of accessible education, challenges remain in the inclusion of
disadvantaged groups, compatibility of the education system with the changing
labor market dynamics and the quality of the services.
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Priority Sector  Rationale for Sector Prioritization

A According to the Sustainable Development Report Dashboard of 2020, significant
challenges remain in Turkey's performance on SDG 3 (Good Health and Well-
being)

A 11" Development Plan: The reorganization of health services in the face of
changing technologies is highlighted among the global development trends that
Turkey needs to interact with. Pharmaceuticals and medical devices are among

Healthcare the priority sectors listed in the 11th Development Plan both to increase this
sector's competitiveness in the global market and to improve patient health and
well-being.

A The 2020 Presidential Program: Pharmaceuticals and medical devices are among
the priority sectors listed in the 2020 Presidential Program for their competitive
potential in the global market, ability to enhance scientific research throughout
+ the country, improve patient well-being, train and engage with qualified human
resources and provide secure employment throughout the country
A The Ministry of Health 2019-2023 Strategic Plan: The regional differences in the
distribution of health personnel is highlighted as a weakness and a source of
inequality. Other constraints that are touched upon are the inefficient use of
information technologies, the limited scale of R&D in healthcare throughout the
country, and the underemployment of health personnel resulting in an inability to
meet service and institutional demands.

A According to the Sustainable Development Challenges Report Dashboard 2020,
significant challenges remain for Turkey in SDG 2 while major challenges remain
in SDG 13 and SDG 15. The relevant indicators across SDG 1 and SDG 10 suggest
that the existing measures are insufficient to reach the target levels of poverty
alleviation in the country by 2023, rendering food security and price stability
increasingly important.

A In terms of SDG 2, Turkey's 2™ Voluntary National Review on the Sustainable
Development Goals highlights access to adequate food and meeting nutrition
needs and increasing agricultural productivity and climate resilient agricultural
practices as areas of improvement.

Food and A 11 Development Plan: Agriculture has been listed among the priority fields of

Beverages development in the 11" Development Plan. Agriculture contributed to 5.8% of the
GDP in 2018, and this figure is expected to decrease to 5.4% by 2023.

A The 2019-2023 Strategic Plan of the Ministry of Agriculture: The strategic plan
delineates essential development goals for this sector and the country on a

-

kg “d macro-scale, among which are improving prosperity in rural areas and achieving

\J “d sustained food security by increasing the yield and quality of agricultural products;

\J ‘:/ the sustainable management of land and water resources; combatting climate
| I 4 change, desertification and erosion; and protecting biodiversity.

A New Economy Program of 2020-2022: Among the primary goals of the New
Economy Program is maintaining price stability, as a sub-heading of this,
decreasing the inflation in food prices is highlighted. In this context, several
measures are recommended such as investments in irrigation technologies and
greenhouse infrastructure and making the necessary changes regarding the legal
environment surrounding agricultural production and husbandry.

A The 2020 Presidential Program: Agriculture is among the priority development
areas highlighted by the 2020 Presidential Program, and the importance of
maintaining the stability of the prices of agricultural goods is stressed.
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Priority Sector  Rationale for Sector Prioritization

A Sustainability Development Report 2019: score of 83.6 on SDG3, 82.6 on SDG 6,
and 73.8 on SDG 8, moderately increasing but insufficient to attain goal.
Consumer Decreasing score of 46.5 from SDG 9 and 73.8 from SDG 12, stagnating or
Goods increasing at less than 50% of required rate."?
A 11" Development Plan aims at technological developments in the industries as
well as compliance with the environmental protection legislation, energy
U efficiency and waste re-use activities and cooperate with other stakeholders in
the value chain (in particular machinery, fiber and technical end-use
manufacturers for the textile).”®
A 2020 Annual Program and New Economy Program 2020-2022 target
macroeconomically balanced, innovative, productive and efficiency-focused
growth.'41

A Turkey's performance on SDG 9 exhibits major challenges, and significant
challenges still remain for SDG 12 according to the Sustainable Development
Report 2020.'6

A SDG 9 is identified as one of the priority SDGs in the context of Turkey and as one
of the most relevant SDGs for Turkey to achieve the Global Goals according to
the VNR 2019 report.”

A The government has a main objective to improve urban infrastructure with a focus

Infrastructure on provision of clean drinking water, treated wastewater and an active solid waste
management system.'®

A Turkey's Private Participation in Infrastructure (PPI) figures show that infrastructure
in ICT, integrated MSW (municipal solid waste) and treatment and disposal still

ﬁ needs a higher private sector engagement.'

A Given high investment and operations costs, human capital and technology

ﬁ resources and governance needs, some urban infrastructure services such as

wastewater treatment facilities cannot reach the desired efficiency levels. New
models are needed to improve efficiency in urban infrastructure.2¢

A The New Economy Program covering 2020-2022 emphasizes that projects on
the "Zero Waste Initiative" will be extended.?!

A The government has planned the following public investment amounts for urban
infrastructure areas for 2020: 198 million TRY ($29 million) for urbanization, 152
million TRY ($22 million) for communication infrastructure, 71 million TRY ($10
million) for environment and 67 million TRY ($10 million) for municipal services.22

A Turkey has an objective to develop a strong institutional financial sector to satisfy
the needs of real sector and offer alternative financial investors, covering a wide
spectrum of investor profiles, while positioning Istanbul as a global financial hub.?3

A Turkey has a policy priority to form a safe financial technology (fintech)
environment to provide equal opportunities for companies based on international
good practices. There is also an objective to strengthen alternative financing

Financials mechanisms such as impact investments, venture capital and mass funding.

A There is a need to enhance financial capacity for Turkey to achieve SDGs with a
focus on diversification of financial instruments with the contribution of private

sector.?4
gq A Turkey has a lower penetration of digital services compared to the European
average. Among similarly developed economies, Turkey has a lower density of
e bank accounts, especially among women. The country needs to overcome the

challenge of making cashless transactions more attractive and also reach out to
those currently underserved.?>

A Despite major improvements in financial inclusion in Turkey, the gender gap in
account ownership is still wide as 30 percentage points. There is also a
considerable gap between richer and poorer adults as wide as 20 percentage
points, which is comparatively higher than countries with high account
ownership.2®
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IOA Close Ups
Technology and Communications

IOA 1. Tech-based energy efficiency solutions through =N RAND

integration of advanced technologies and digital connectivity /\/
into infrastructure of buildings and manufacturing process ‘I'

Turkey’s building sector’'s energy demand is growing rapidly, at a rate of 4.4% on average, effectively
rendering it the one sector with the largest energy consumption among all end-use sectors,
representing around one third of the country’s total final energy consumption. The sector’'s energy
demand is characterized by a high share of gas and electricity use, with these two accounting for two-
thirds of the sector’s total energy demand.?” Enhanced energy efficiency offers a unique opportunity
to reconcile economic competitiveness with sustainable development, and simultaneously reduces
the cost of energy and increases productivity.?2 More efficient energy standards could reduce building
and industry electricity consumption by 14%.2°

In order to promote resource efficiency and optimize energy use, investors could channel resources
towards technology-based energy efficiency solutions through the integration of advanced
technologies and digital connectivity into the infrastructure of buildings and the manufacturing
process.

User or The investment would benefit directly beneficiary companies and households that
Beneﬁciary will cut down on energy costs and indirectly the general public due to reduced
carbon emissions and consumption costs and increased energy efficiency.

Electricity demand in Turkey will increase annually by 6.7% to 7.5% in the next

decade.

Economic The amount of saving potential in each industry is equal to 2 billion EUR in
manufacturing, 5.4 billion EUR in the transport sector and 5.8 billion EUR in the

Factors household sector, adding up to a savings potential of 13.2 billion EUR.

Interviewed investors already active in the Turkish technology and energy

efficiency space estimate an IRR of 40% for investments in this field.

Short Term: The indicative timeframe of this model is two to five years.

The existing financial support mechanisms are the TUBITAK R&D Support Initiative
and KOSGEB’s Support for SMEs and the Project-Based Encouragement System
(for projects that have an investment value above 50 million TRY (US$7.2 million).

Enabling

Factors The Ministry of Industry and Technology and the Development and Investment
Bank of Turkey established "The Technology and Innovation Fund" under the
Turkey Development Fund to finance innovative tech-based companies/projects
with a budget of 350 million TRY.

Incentives in the energy efficiency area are indirect and insufficient, while tangible
reduction targets are not set. The funding of most projects aiming at climate
Factors protection comes from international institutions rather than national budgets. ESCO
contracts are not recognized in Turkey, which limits investments.

IMP classification C: Investments are likely to contribute to solutions as this model
Management promotes effective solutions to increase energy efficiency while reducing costs.
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Technology and Communications

IOA 2. Producing assistive technology tools for students or wam
employees with disabilities I!ﬂ'

COVID-19 has demonstrated the importance of e-learning services in Turkey. E-learning addresses
many challenges faced by the education system such as a high pupil-to-teacher ratio and grants
greater access to high quality learning resources. There are around 1.6 million Syrian children of
schooling age in Turkey who might benefit from online learning platforms and material.?°*' In order to
promote resource efficiency and optimize energy use, investors could channel resources towards
technology-based energy efficiency solutions through the integration of advanced technologies and
digital connectivity into the infrastructure of buildings and the manufacturing process.

User or The investment would benefit directly students with disabilities and indirectly
Beneficiary education institutions that will be better equipped to address the special needs
of the students with disabilities.

According to the Prime Ministry Administration for Disabled People Study,
disabled people in Turkey constitute 12.29% (8,431,937) of the population. The
global assistive technology market will reach $26 billion by 2024, nearly
. doubling from $14 billion in 2015.

Economic Interviewed investors active in the Turkish technology market target an IRR of

Factors 40% from investments in this field.

Short to Medium Term: These investments will generate a cash-flow between
the short to medium-term as the necessary regulatory and market frameworks
are already established, and as they are not highly capital intensive, depending
on the level of the technology involved.

TUBITAK offers financial support for SMEs R&D projects regarding
manufacturing a new product, development and improvement of an existing
product, increasing product quality or standard or development of new
Enabling techniques and new production technologies with decreased cost. (Support
Factors Limitations: Total incentive amount for each period is 500.000 TL; first three
selected projects are supported at the rate of 75%)

The Ministry of Industry and Technology and The Development and
Investment Bank of Turkey established "The Technology and Innovation
Fund" under the Turkey Development Fund to finance innovative tech-based
companies/projects with a budget of 350 million TRY.

The presence of readily available international competitors might have limited
efforts to produce such technologies domestically.

Technology errors and omissions risks can result in companies being held
liable for an economic loss from the failure of a device to work as intended.

IMP classification B: Investments are likely to benefit stakeholders as assistive
technologies improve the learning outcomes of students with disabilities while
reducing prejudice and strengthening socio-economic integration.

Management
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Technology and Communications o

IOA 3. Content generation and application design for online / |!ﬂ|
digital learning

The COVID pandemic emphasize the importance of e-learning, which also addresses many challenges
in equal education such as a high pupil-to-teacher ratio by granting greater access to high quality
learning resources. There are around 1.6 million Syrian children of schooling age in Turkey who might
benefit from online learning platforms and material.3?3® In order to promote resource efficiency and
optimize energy use, investors could channel resources towards technology-based energy efficiency
solutions through the integration of advanced technologies and digital connectivity into the
infrastructure of buildings and the manufacturing process. Private sector subscription-based services
could produce more digital learning technologies and content, which could increase access to quality
education services, improve the literacy in ICT skills, promote life-long learning opportunities and
minimize disruptions in the learning process in emergency scenarios such as the coronavirus
pandemic.

Students and the general public who can directly benefit from digital learning
services and have internet access (especially during a pandemic), Syrian
. refugees who might benefit from online learning opportunities where schooling
=T ISETS A ifrastructure or access to schooling is inadequate or lacking. The model will
indirectly benefit teachers who will have greater access to advanced
pedagogical tools.

User or

The Turkish e-learning industry is projected to achieve a compound annual
growth rate of 10.8% in terms of revenues between 2019-2023. The global
online education market is sized at $200 billion as of 2018 and is expected to
reach $350 billion in 2025.

Factors Interviewed investors considering educational technology investments target
an IRR of 40%.

Short Term: This is not a capital-intensive model, and there is already a high
demand after the coronavirus pandemic.

Economic

Enabling TUBITAK offers financial support up to 120 thousand liras, excluding royalty
payments, to e-book and MOOC producers. "The Technology and Innovation
Fund" under the Turkey Development Fund finances innovative tech-based
companies/projects with a budget of 350 million TRY.

Lack of internet or computer access throughout the broader population (for
remote learning) and poor digital infrastructure at schools (for engaging with

Factors smart technologies in the classroom) might limit scale over time.

IMP classification C: Investments are likely to contribute to solutions as COVID-
19 has demonstrated the importance of digital learning content for educational
continuity in Turkey. Remote learning systems can additionally foster life-long
learning opportunities, increase access to formal education services and
improve teaching outcomes.

Management
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Technology and Communications

IOA 4. Wearable medical devices for early action and S LT

ANDWELL-BEING
remote monitoring _/\,\/\v &

Wearable technologies incentivizes behavior that reduces hospital visits and re-admissions due to
poorly managed personal health.3* The COVID-19 pandemic has demonstrated the importance of
wearable medical technologies and remote monitoring services for the treatment of high-risk group
patients with chronic health conditions. Investments in this model could help reduce the number of
hospital visits and the overall stress on the healthcare system, adopt proactive measures for disease
prevention/intervention and improve outcomes in patient health and well-being and reduce healthcare
costs per patient due to systematic monitoring.

The investment would directly benefit patients with chronic health conditions,
. especially during viral outbreaks to which they might be particularly vulnerable
Beneficiary [ indirectly healthcare practitioners, because medical technologies might
facilitate diagnosis and increase the accessibility of diagnostics data.

User or

The global wearable medical device market size is expected to reach
US$93.19 billion by 2027. It is projected to progress at a compound annual
growth rate (CAGR) of 27.9% during the forecast period.

Economic Interviewed investors alrfady active in the Turkish medical technology sector

target an IRR level of 40%.

Factors Medium to Long Term: Technology, after it is produced, needs to have clinical
and regulatory approval. A major component of this time is the regulatory
process, which varies based on the risk level of the product. The products also
need to be tested and certified by accredited laboratories, separate regulatory
and clinical procedures might be needed for exports.

Ministry of Trade provides incentives for the production of medical devices,
watches with precision and optical instruments, which can benefit from tax
reductions and VAT exemptions, credit and insurance support.

The manufacture of medical and dentistry-related devices and equipment and
the retail sale of medical and orthopedic devices in designated stores are
among the sectors supported by KOSGEB, which provides up to 5 million TRY
(US$716 thousand) of financial support (in total) to projects.

Lack of internet or computer access throughout the broader population (for
remote learning) and poor digital infrastructure at schools (for engaging with
smart technologies in the classroom) might limit scale over time.

IMP classification C: Investments are likely to contribute to solutions as COVID-
19 has demonstrated the importance of digital learning content for educational
continuity in Turkey. Remote learning systems can additionally foster life-long
learning opportunities, increase access to formal education services and
improve teaching outcomes.

Management
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Technology and Communications

IOA 5. Sustainable E-Commerce

According to the OECD, Turkey is among the top 20 least performing countries in terms of handling
plastic waste. The excessive use of plastic is of notable concern in the cosmetics, medicine and food
& beverages sectors. The per capita consumption of plastic in Turkey has increased by 10% in the last
three years (2016- 2019). Of the 25.8 million tons of waste produced in Turkey, 20% is packaging
waste.®® It is predicted that the current annual industrial waste amount in the textile industry is over
590,000 tons. Moreover, there is an additional 565,000 tons of annual textile waste generated at the
household level 3¢

The e-commerce industry has been growing rapidly and over-consumption is becoming a great threat
considering the amount of waste created due to packaging, non-recyclables and single-use products.
Due to COVID-19, there is a transformation of lifestyles globally which increases the dependency on
online services, and consequently on the e-commerce industry. E-commerce might be able to provide
SMEs and other enterprises with the opportunity to sell their products nationally and internationally,
which will help grow their businesses and generate more jobs.

The investment would assist directly local producers, SMEs and indirectly
) consumers and the general population due to the reduction of waste in the
Beneficiary production and consumption processes and access to locally sourced ethical
products.

User or

The average annual growth rate of the e-commerce sector is estimated to be
35%, based on its performance in the past five years. According to JP Morgan
2019 Global Payments Trend Report, Turkey's e-commerce market value is
E . around $11.6 million. Sustainable e-commerce also becomes preferable as the
conomic . . . .
trend of environmentally conscious consumption is popular among the
Factors millennial generation.
Investors and operators active in sustainable commerce and online shopping
in Turkey estimate an IRR of 20% from investments in this field.

Short Term: 62% of e-commerce businesses oieratini in Turkey and

Enabling -

Management
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