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EXECUTIVE SUMMARY

The Regional Competitiveness Operational Programme (RCOP) is one of the basic documents for
the implementation of the Instrument for Pre Accession (IPA) in Turkey.

The aim of the programme is contribute 7o prepare Turkey for the implementation and management of
the Community's cohesion policy and thus to support Turkey in its preparation Jor EU membership. As
a candidate country, Turkey is eligible for 5 components under the IPA instrument. These components
are Institutional Building and transitional support, Cross-Border Cooperation, Regional Development,
Human Resources Development and Rural Development. The Operational Programme Jfor Regional
Competitiveness implements one of the three sub-components within the framework of the Regional
Development Component.

The Ministry of Industry and Trade, as the Operating Structure for the Regional Competitiveness
Operational Programme, has prepared this document with the active contributions of the central and-
regional stakeholders. The programme was prepared in accordance with the "Multi-annual indicative
Planning Document” and “Strategic Coherence Framework” which were-prepared by the European
Commission and State Planning Organization respectively.

The aim of support within the framework of the Regional Competitiveness Operational Programme is
to increase the competitiveness of Turkish economy to converge with the economy of the EU and to
reduce regional socio-economic disparities. In order to achieve these goals, the RCOP concentrates
resources on-a limited number of sectors, regions and priarities where the programmes impact and
contribution will be highest.

The Programme, in terms of sectoral concentration, concentrates on SMEs operating in
manufacturing and tourism sectors, information society, research and development and
innovation. On the other hand, in terms of geographical concentration, the Programme concentrates
on regions having an income per capita below the 75% of Turkish national average. Moreover, in
terms of priorities, the Programme is based on two priorities:

Priority 1: Improvement of Business Environment

Its measures focus on the development of .industrial infrastructure, creation and.development of
financing- instruments, improvement of research and development, innovation, technology and-ICT
environment and infrastructure and, improvement of tourism infrastructure, promotion and marketing
activities.

Priority 2: Strengthening of Enterprise capacity and foster entrepreneurship

Its measures focus on enhancement of researchrand develspment, innovation, ICT and entrepreneurial
capacity of SMEs and strengthening of cooperation in industry corporate sector.

The Regional Competitiveness Operational Programme sets out the budget aliocated to these sectors
and regions during 2007-2009 as-follows: in 2007 55.866 million Euros, in 2008 58.000 million Euros
and'in 2009 73.066 miliian. Euros

The RCOP consists of 5 main chapters and annexes. The first chapter describes the complementarity
and consistency of the RCOP with national and EU policies as well as the partnership mechanism and
provides athe summary of the ex-ante evaluation.

The second chapter provides a socio-economic analysis which also covers the macro-economic

survey, setting out the fundamental findings and problems which were driven from these analyses,
together with a SWOT analysis.

Regional Compelitiveness Operational Programme {2007-2009)
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The third chapter sets out the strategy of the Programme, namely by addressing the weaknesses and
threats and developing the opportunities derived from the SWOT analysis. Within the framework of
this approach, the Programme describes clearly the basic intervention areas, priorities, measures and
eligible actions.

The fourth chapter provides the financial tables for the distribution of the budget amongst the
priorities and measures.

Finaly, the fifth chapter describes the monitoring and evaluation processes, as well as the
implementation mechanism.

Regional Competitiveness Operationat Programme (2007-2009)
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1. Context, Consultation and Coordination

Turkey- EU relations entered into a new process with the recognition of Turkey as a candidate country
in the Helsinki European Council of December 1999. Within this new process, the financial
cooperation mechanism for Turkey was restructured and thus Turkey fully benefited from the pre-
accession funds during the 2002 - 2006 period.

The Instrument for Pre-accession Assistance, covering the 2007-2013 period, aims to- prepare
candidate countries for Structural Funds and thus to support them in their preparation for EU
membership. IPA aiso-aims to assist candidate countries to align. progressively with the standards and
policies of the EU. Council Reguiation (EC) no. 1085/2006 which constitutes the legal framework of
this pre-accession assistance was adopted on 17" of July 2006.

IPA Council regulation is a framework regulation which entered into force following its publication in
the Official Journal of the European Union orr 31 July 2006 and is applicable from T of January 2007
to 31% of December 2013. On the other hand, the implementing provisions of this Regulation were set
out in the Commission Reguiation (EC) No. 718/2007 of 12 June, published in the Official Journal of
the European Union on 29 June 2007, hereinafter referred as to the "Implementing Regulation.”

According to this regulatorty framework, IPA consists of five different components. These
components are, Transition Assistance and Institutional Building, Cross-Border Cooperation,
Regional Development, Human Resources Development and Rural Development. According to the
Regulation, candidate countries are eligible for ali components under this- instrument while potential
candidate countries’ are efigible only for the transition assistance and institutional building and cross-
border cooperation components.

In this framework, Turkey is one of the beneficiary countries which are efigible for the all components
under IPA. Programming, implementation, monitoring and evaluation of the IPA assistance processes
are considered as the main tool for the preparation of Turkey to Structural Funds. The institutional
mechanisms. and preparation process that are-designed for the Strategic Coherence Framework (SCF)
and the Operational Programmes will be the main start up point for the Structural Funds.

In this respect, one of the most important axes of the IPA process is programming. The concrete
outputs of the programming phase of the IPA Process are. the Operational Programmes. One of the
Operational Programmes under IPA is the Operational Programme for Regional Competitiveness -
RCOP.? Under the Prime Ministry Circular........, the Ministry of Industry and Trade (MotT) has
undertaken the responsibility for the preparation-and implementation of the RCOP.

1.1.  National Policy and Socio-Economic Context

The RCOP has been prepared with the active participation of the relevant stakeholders under the
coordination of the Ministry of Industry and Trade. The Programme has been prepared in compliance
with the 9" Development Plan" and its Medium Term Programme, “Industrial Policy Document for
Turkey (Towards EU Membership)”, "SME Strategy and Action Plan™ and *Information Society
Strategy”. (See Table 1)

! Candidate Countries are Turkey, Croatia and the Former Yugoslav Republic of Macedonia.

Potential candidate countries are Albania, Bosnia and Herzegovina, Montenegro, and Serbia inctuding Kosovo.
¢ Regional Competitiveness is one of the sub-components under the Regional Development Component. The cther sub-
comportents under the Regional Development component are environment and transportation.

Regional Competitiveness Operational Programme (2007-2009)
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The objectives, strategy and areas of intervention of the Operational Programme correspond to the 9™
Development Plan for the period 2007-2013. The main development axes of the Plan are to “Increase
the Competitiveness” and to “Ensure Regional Development”. In the Plan, a balanced regional
development policy has been introduced which aims to decrease regional development disparities as
well as to increase competitiveness of the regions.

n this framework, the Plan developed a Growth Centres approach. The main idea of this approach is
to define certain Growth Centres having high potential in terms of growth and serving to their
surrounding especially in less developed regions. The major priorities set out in the Plan for these
Centres are to improve their accessibility, to strengthen their physical and social infrastructure and to
form new industrial focal points in the Centres by stimulating inward investments. This approach was
also reflected in the Strategic Coherence Framework, as agreed by the Commission’s letter of 28"
June 2007 and the RCOP.

The main objectives of the Medium Term Program are to improve the competitiveness of
enterprises, ensure regional development and decrease the disparities.

The major thematic intervention areas of the Medium Term Program are given below:

- Supporting entrepreneurship,

- Supporting innovation, productivity and effective usage of technology,

- Diversification of financial instruments,

- improvement of physical and technological infrastructure of enterprises and increasing the
cooperation between enterprises,

- Wide spreading of institutionalization

The RCOP is in line with these thematic intervention areas. Furthermore, in terms of regional
approach, there is also compliance between the -RCOP and the Medium Term Programme. In the
Programme, regional growth centres are foreseen in order to steer interregional emigration tendency to
these regions.

The main objective of the SME Strategy and Action Plan is to increase the competitiveness of
Turkish SMEs. The major interventions set out in the SME Strategy and Action Plan for the whole
country in-order to reach this objective are given below:

- Entrepreneurship Development

- Enterprise Development

- Integration of SMEs into International Market

- Improvement of Business Environment

- Development of Technological and Innovation Capacity

These thermatic interventions are fully in compliance with the RCOP.

Ancther guiding document, which was taken into account during the preparation of the RCOP, is-
Information Society Strategy (2006-2010).

The implementation of the Strategy document and its Action Plan will contribute to the development
of an information- society in Turkey. The major interventions areas of the RCOP in the field of ICT
have been developed pursuant to the Information Society Strategy.

The Strategy determines the major strategic priorities in the transformation process of Turkey to the
Information Society. Social transformation appears 1o be the main axe of this strategy. Other strategic
priorities mentioned in the document are as follows,

- Diffusion of the ICT Technologies to the business

Regional Competitiveness Operational Programme {2007-2009)
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- Citizen focused service transformation

- Modernisation in the public administration

- Competitive ICT sector in the global market -

- Competitive, accessible and cheap communication infrastructure and services

Regional Competitiveness Operational Programme (2007-2009)
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In the light of all relevant national documents and strategies, the aim of support within the framework
of the Regional Competitiveness Operational Programme is “to contribute both to Turkey'’s
approximation to the EU, and to the economic and social development of Turkey by reducing regional
disparities™. In order to achieve these goals, the RCOP has sought to concentrate resources on a
limited number of regions and sectors (geographical and thematic concentration) where the
programme’s impact and contribution will be highest. ‘

Within this framework, “increasing the competitiveness”, which is one of the development axis of the
9™ Development Plan, has constituted the main ground for the thematic concentration while “ensuring
regional development”, which is another development axis of the Plan, has been taken into account in
terms of geographical concentration.

Furthermore, in order to ensure a further thematic and sectoral concentration, an approach focused on

SMESs and entrepreneurship, which is also the thematic concentration of the Medium Term Programme

and- the Multi Annual Indicative Planning Document (MIPD)® has been developed. Besides, the
manufacturing industry and tourism sectors which are the main sectors mentioned in the 9

Development Plan canstitute the main elements for sectoral concentration under the RCOP. (Table 2)

- Table 2: Thematic and Regional Concentration of the Operational Programme for Regional
Competitiveness :

On the other hand, in terms of geographical comcentration, the RCOP will concentrate on regions
having an income per capita below 75% of Turkish national average. In addition to this concentration
and in order to introduce a more comprehensive approach in terms of the geographical concentration
principle, the Strategic Coherence Framework (SCF) has taken into account 15 Growth Centres for
targeting actions to be supported under the RCOP. Thus according to the SCF, the majority of
geographical concentration is on 15 Growth Centres which are selected among the 12 NUTS i
Regions having an income per capita below 75% of Turkish national average. Thus, the 12 NUTS !
*Regions which also include the 15 Growth Centres will be the main.beneficiaries of the support under
the RCOP. Nevertheless, the RCOP will give priority o inter-regional-cooperation within the
country. The interaction of growth centres’ with their hinterland and the interaction of the target
regions with the rest of the country particularly on R&D, innovation and networking were foreseen to
be the important parts of the geographical concentration in the RCOP. The concentration strategy of
the RCOP is given in details in the Chapter on "Strategic Priorities”.

The Turkish economy has demonstrated significant performance despite the 2001 crises. The
macroeconomic policies and reforms which were implemented during 2002-2006 period have an
indispensable role in this performance.

¥ Commission Decision C (2007) 1835 of 30 April 2007
* The NUTS i1 classification as referred to in this document is provisional pending the final outcome of the negotiations on
the relevant chapters.
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However there is still a need to manage a number of challenges in Turkey. For instance, aithough
Turkey ranks 12" among the OECD Member Countries with its 459.8 billion US $ GDP in 2000, there
are still significant regional disparities in the country® and GDP per capita remains lower than in any
other EU country.

On the other hand, low value added sectors have a large share in production, investments and exports.
SMEs which constitute 98.6 % of Turkish enterprises have low level of competitiveness and
productivity. Mereover, they suffer from insufficient access to finance and to information and
consultancy services. Furthermore, the manufacturing industry enterprises in Turkey are mostly small
and medium_sized enterprises. The productivity, technology level and export capacities of these small
scale enterprises are at a very low level. This structure brings with: itself some problems such as lack
of institutionalization, low productivity and difficulties of the public administration in making long
term sectoral poticies. It is because of these reasons that only 35% of SMEs in Turkey can export.
Deficiency of sources, lack of information and low technology usage are the main barriers for
exporting.

Despite the increasing foreign trade volume the deficit in the Turkish trade balance has not been
reduced®. Although tourism revenues have a significant share in the foreign revenues of the country,
there is still.-a-lack of sufficient protection and commercialization-of natural and historical heritage in
Turkey. There is a significant potential for different kinds of tourism in different regions of Turkey but
this potential is rot fully explored due to some bottlenecks faced in the tourism sector. Insufficient
protection, enhancement and commercialization of natural and historical heritage, lack of adequate
infrastructure for diversification and geographical expansion, lack of effective promotion and
marketing activities are some of these bottlenecks.

When the information society is concerned, it appears that the communication and information
infrastructure in Turkey is inadequate. Besides, there is an insufficient usage of research and
development and innovation within the industry. The economy is mostly based on low technology
usage and cheap labour force. The usage of the ICT by SMES can not be supported sufficiently to
increase their economic develepment and competitiveness. tn Turkey, more than three-fifths of the
SMEs have computer, more than 50 % of them have access to internet and 20 % of them have
broadband access.

Moreover, in order to contribute to the participation of the SMESs te the-global markets, e-business and
-e-commerce practices have not been highly introduced to the enterprises and awareness in this field
has not been developed in Turkey. Considering that the rate of Internet usage in businesses in the EU
is around 90%, it becomes even more important to turn this awareness into action to increase usage of
ICT in enterprises in the country.

When research and development activities are taken into account in Turkey, it is obvious that there is
an inadequate number of enterprises, institution, research centres and universities carrying out R&D,
innovation and technology. based activities. Moreover, since there is a low cooperation between
universities and enterprises, there are not enough SMEs carrying high-technology based activities and
the number of SMESs capable of involving in such high-tech projects is quite low, while the existing
ones need strong infrastructure and other types of support in order to carry out such projects.

On the other hand, despite the potential of a young labour force and population, the skill of the labour
force is low and significant labour market imbalances exist within Turkey. The employment rate
stands at 41 % and female and youth employment remains particularly low.

5 According to 2001 Eurostat data, there are 5 times difference between TR-42 NUTS II Region having the highest GDP
per capita income and TR-A2 NUTS II Region having the lowest GDP per capita income.
Foreign trade deficit increased from26.7 billion $ in 2001 to 43.1 billion $ in 2005.
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in this framework, the RCOP aims to concentrate on these bottlenecks in order to improve the
productivity of SMEs, to upgrade their research and development infrastructures, to increase ICT
usage, to improve their service quality, advertisement and marketing capabilities. When these targets
of the RCOP are combined with the Turkey's Long Term Strategy, covering 2001-2023 periods and
aiming_to attain more competitive production structure, and a higher level and better distribution of
income, to complete its transition to information society, the road map of the Operational Programme
far Regional Competitiveness becomes clearer. :

1.2. Community Strategic Framework

The Accession Partnership, which is based on the pre-accession strategy, is one of the main
documents providing Turkey with guidance in its preparations for accession. This document identifies
needs for institution building, strengthening the regulatory infrastructure needed to ensure compliance
with the acquis, and improving economic and social cohesion, Emphasizing the simplification of the
business environment for SMEs, this document underlines the continuation of the development of the
~strategic-framework for economic and social cohesion, aimed at reducing regicnal disparities.

The Lisbon Strategy which aims to make the EU the most dynamic and competitive economy by
2010, is another important policy document that involves a whole set of policy areas, from research
and education to environment and employment. This strategy foresees a transition to a competitive,
dynamic, knowledge-based economy and emphasises the need to adapt to the changes in the
information society and to boost research and development. Together with the Lisbon Strategy, the
revised Strategy (2005) which aims at focusing more efforts on the achievement of stronger, lasting
growth and the creation of more and better jobs have been taken into consideration in this process.

The Muiti Annul Indicative Planning Document is one of the main IPA strategic planning
docurments which set the basis for programming each of the IPA components. In the MIPD, ensuring
convergence by decreasing the regional disparities appears to be one of the main objectives of the IPA
regional development component for Turkey. Taking the significant regional disparities in Turkey into
account, this document foresees the improvement of business environment and SMEs in the NUTS 11
Regions having a per capita income below 75% of Turkish national average according to purchasing
power parity. Moreever, this document strongly underlines the strengthening of the overall business
environment, enceuraging and supporting new business, supporting innovation and adoption of new
technologies, eahancing SMEs access to the export market and strengthening SMESs' capacity to use
ICT.

Another important national policy document that the Operational Programme for Regional
Competitiveness has taken into account is the Strategic Coherence Framework Document (SCF).
This document has been prepared with the active participation of the Operating Structures under the
coordination of Undersecretariat for State Planning Organization.

In terms of regional competitiveness, the SCF has foreseen to ensure convergence by decreasing
regional disparities in Turkey. In order to ensure further concentration the SCF ‘developed a growth
centre approach. According to this-approach 15 growth centres within the 12 NUTS 1l regions having
a per capita income below 75% of Turkish national average have been determined. Taking into
consideration the strerigths and weaknesses, needs and potentials of these regions, the SCF underlines '
the encouragement of start-ups and consultancy services to develop production skiils of the
enterprises, development of clusters, encouragement of the agencies and institutions providing
services to enterprises, improvement of tourism infrastructure and promotion of tourism, increasing
the computer and internet usage of the enterprises, supporting entrepreneurship and institutionalization
activities of the existing enterprises, establishment of cooperation networks among enterprises,
encouragement of standardization, quality and certification activities of the enterprises, spreading
venture and risk capital practices of enterprises, creating and promotion of Trademark, cooperation
networks and clusters between enterprises and institutions, providing services to enterprises,
improvement of supports for exporting activities, support to initiatives such as Technology

Regionai Competitiveness Operational Programme (2007-2009)
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Development Zones (TDZ), Technology Development Centres (TDC) and incubators, protection and
development of the Intellectual Property Rights (IPRs). increasing the number of IPRs, particularly
patent numbers, supporting R&D and innovation activities of the enterprises and encouragement of
high technology activities of the enterprises.

Taking into consideration all these interventions and axis of the relevant national and EU documents,
the Operational Programme for Regional Competitiveness aims 10 increase competitiveness in the
12 NUTS |1 Regions and 15 Growth Centres having the GDP per Capita below the 75 % of Turkish
national average. To achieve this goal, the RCOP will prioritize the improvement of business
environment and Strengthening of enterprise capacity and foster entrepreneurship.

In this framework the RCOP aims to contribute to policy development and mobilization of resources
which will pave the way for decreasing regional disparities through investment in business
infrastructure, access to finance and-improvement of skills of the labour force with particular emphasis
on the less developed regions in Turkey.

The “Community Strategic Guidelines, 2007-2013", adopted by the Council Decision
(2006/702/EC) of 6 October 2006 is one of the major strategic documents of the Cohesion Policy. It
combines the competitiveness objective of the Lisbon Strategy and convergence objective of economic
and social cohesion. This document provided important inputs and benchmarks to the RCOP as well as
to the 9th Development Plan and SCF.

The main objectives. of the Community Strategic Guidelines have. therefore been taken into account,
while designing the RCOP. In this regard, the main intervention areas of the RCOP are in line with the
priorities of the Community Strategic Guidelines as indicated in the Table 3.

This table also shows that the strategic priorities mentioned in these documents provided an indication
of the ownership of EU Lisbon Strategy and Community Strategic Guidelines. This is of particular
importance in areas where proximity matters, such as. in innovation and the knowledge economy,
employment, human capital, entrepreneurship, support for small and medium-sized enterprises and
access to finance.

To achieve the maximum impact, the Operational Programme-for Regional Competitiveness attaches
great importance to the coordination among the different components of the IPA. in this context,
'RCOP foresees some cooperation and complementarity areas especially with the OP for Human
Resources and with other OP's on Environment, Transport and Rural Development. Details of this
cooperation and complementarity are given in the Chapter 3.4 on “Complementarities and Synergies
with Other Forms of Assistance”.

Regional Competitiveness Operationai Programme (2007-2009)



HE TR KA THIRTIT T
) LRI AN ETT EASYTN I 03 1] ¥

WHERITF IS A0 AT 013

DU HEARAT 01 5aT)id 16 Hot e

SIXITON AR
FOHLLERAD 00 ONT D AN U] 36) svadppy

o e o s o)
OPVIEEOTESD JEJUHUB G MUY 13 3 ol

PRI TR FING
yandsrag oo

MM M) Ut
MRDLOAY PISEG-35 P w1 JHuRu
pur asnadues pour w1 ywnag o

HELE DR RREATE N
[1E B [RUY 0T
MNBIYN - Fopaap of suwaiey

e ———
—_:_:.qﬂn.um

{600Z-1002) suiweibold fruonelpd( ssausannadwo: jeuciBay

SR wv:_. :4.:_:;
nnoan panhiny gewmyg neoesunsa . Buse g : : sl : e SR ’ S
[ RN R HIREE RIS RTARIT : NEATY i ’ :
M P sadanes pos sanpow Jo ongegaidepe sarsotdong
SIS A R0 RO BIESIRLom

e aasuEaeplie qe apdoad 0w Siarges pie Sugay

RAYTRHD
RIBAE R I LR TS TR TN MTT PR TN TRRIFTRRTTTLERT N 4o S o e i | e re Ea s B -
ysimomasdaus Mo pae nep o s

G I Jannsa st bansdoag e s

—
vaod jaaanofthey 340w

ue Surtlopa o ssgol aanag pue a0 Susmsug
SNEDLILIE [RIERUL PIRLBMA PUY JEIN)
SIS verradsn
WIS D u i Bundepaaap put de Sbnims el K St SEL ek & %

ety
p e

UL B0} HEHUOITAUY \[PUILG C S )
BOHEAOIU| pue
eIy o eary aeadosicg v Supsipgeps g

THI AU X108 UOLRULIOI] T Fusanse |
e e e e e e ettt

SIS IR A s gy suagidiegs anoginn

BBy O EY 1|

sjusmnao( A32)eNg AUNWWO)) ) YHA JOIY G} JO IIUIN0)) :¢ AqEL

apedy pue Ansnpuy jo Ansiigy Amyng jo agnday



(6007-L007) awweiBoy] |euonesado ssauaanadwo) jeuoibay

0L e T -

PNMELY

[TOEITIRY]

ERNTH

::w.‘:

] _,.—
~toas o

[ 3F b0 asi
1S Qs Y SRS pal

cpaed on
tPTEE AR YL !
IR weley
Sy HL s Fias
TAiED [ TINT R B RYY

pue

NRDELEALY . BlIRS ﬂ:jl..;‘—.w:n

apea] pue Ansnpuf jo ARSI Aaxan | o onenday



Republic of Turkey Ministry of Industry and Trade

1.3 Partnership Consultation

The partnership principle is fundamental for the impiementation of the Regional Competitiveness
Operational Programme. According to the IPA Implementing Regulation, “assistance granted under
IPA shall respect the principle of co-ordination and partnership.”” In this context, the drafting process
of the Operational Programme for Regional Competitiveness was directly launched with the
involvement of the stakeholders who were invited to take part in the IPA Working Group set up within
the Ministry of Industry and Trade. It is undeniable that their full-cantribution to the preparation of the
RCOP will lead to their participation in the implementation process of the Programme.

The process of partnership consultation started with the establishment of sectoral committees
(Manufacturing industry and SMEs, R&D and Innovation, Information Society and Tourism) under
the IPA Working Group. The stakeholders which have actively taken part in these Sectoral
Committees have been selected with great care. These stakeholders are not only from public
institutions but also from non governmental organizations. In this framework the “partnership
principle” has been given great importance from the very beginning.

Thus relevant socio-economic partners of the RCOP are as follows, °
RCQOP stakeholders from the public institutions are,
« Some affiliated and related institutions of MolT
Small and Medium Sized Industry Development Organisation -KOSGEB
Turkish Patent Institute - TPE
Turkish Standards Institute - TSE

National Productivity Centre - MPM
Turkish Accreditation Agency - TURKAK

o0 000

Ministry of Culture and Tourism

Ministry of Labour and Sociat Security
Ministry of Environment and Forestry
Ministry of Agriculture and Rural Affairs
Ministry of Transport

State Planning Organization
Undersecretariat for Treasury
Undersecretariat for Foreign Trade
Secretariat General for EU Affairs

The Council of Higher Education

The Scientific and Technical Research Council of Turkey (TUB-TAK)
Turkish Statistical Institute - TURKSTAT

s 8 & & 5 8 & B = *

RCOP stakeholders from the non-governmental organizations are,

The Union of Chambers and Commedity Exchanges of Turkey (TOBB)
Turkish Artisans and Craftsmen Confederation {TESK)

Technology Development Foundation of Turkey (TTGV)

Management Board of the Ol1Zs and TDZs

Sectoral Assemblies via TOBB

Regional and Sectoral NGO's (See Annex-1)

? Commission Regulation {EC) No. 718/2007, Article 3

Regional Competitiveness Operational Programme (2007-2009)
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In order to set up a rapid communication mechanism among the sectoral committees of the IPA
Working Group, an e-mail communication group® was established. This paved the way for a swift
dissemination of the documents prepared by the committees.

In order to ensure effective ownership of the Operational Programme by the relevant regional and
local stakeholders, some regional and local partners from the targeted NUTS Il regions were also
included in the drafting process of the RCOP. In this respect, one representative from each relevant
regional and local stakeholders (Chambers of Industry and Commerce, Organized Industrial Zones,
Technology Development Zones and Centres, Relevant Sectoral Associations, Development and
Service Unions and other relevant civil society organizations) in the targeted NUTS Il regions were
invited to take part in the preparation.of the Operational Programme. These representatives were asked
for their opinions on the draft Operational Programme through the questionnaires prepared for this
purpose. The e-mail list of these representatives from regional and local stakeholders is presented in
Annex 1 of the Operational Programme.

In order to ensure further partnership consultation, the draft Turkish versien. of Operational
Programme for Regional Competitiveness, an Executive Summary of the Operational Programme and
a Questionnaire were put on the internet web site of the Ministry of Industry and Trade.’ As of 17" of
August 2007, more than 200 filled Questionnaires and 2000 hits were received in this-consultation
process. Through this consultation process, ocal and regional partners in the 12 NUTS 11 regions as
well as the whole public in alt over Turkey were given the opportunity to take part in the preparation
process of the OP. The opinions proposed by these partners through these questionnaires were grouped
and their proposals were reflected to the RCOP. ™ This permanent consultation process will be further
developed and this kind of partnership mechanism will be ensured also during the implementation of
the Operational Programme.

In order to ensure complementarity and consistency with the other Operational Programmes, some
representatives of the Working Group have been nominated to take part in the studies of other OP's.
Moreover, @ Technical Committee has been established with the Ministry of Labour and Social
Security to ensure regular dialogue and exchange of information on the interventions of the RCOP and
the HRD OP which require close cooperation. Within the framework of the Technical Committee,
three meetings have been organized to date (on 5™ of October 2006, 3" of November 2006 and 29™
June 2007). This Committee will also be responsible for ensuring coordination during the
implementation phase of the two OPs.

The MolT also participates in the meeting of the Working Committees of Transport and Environment
OPs and is involved in the Steering Committee of the Rural Development OP in order to contribute to
the preparation process of these OPs in a way to ensure complementarity and to define demarcation
between the RCOP and these OPs.

In-order to ensure complementarity and avoid overlapping with the IPARD Programme, a meeting was
held with the Ministry of Agriculture and Rural Affairs on 5™ of March 2007. in this meeting,
demarcation fines between the IPARD Programme and the RCOP have beenr made clear through a
Memorandum of Understanding signed between both parties. (See the Chapter 3.4.1.
Complementarities and-Synergies with Other Operational Programmes)

Furthermore, an Inter-ministerial Working Group has been established with the participation of the
line Ministries under the coordination of the Strategic Coordinator — SPO. This Working Group has
prepared a draft Communication Action Plan for the promotion of the Operational Programmes for the
period before the start of the implementation of the Operational Programme. According to this Draft

ipa@sanayi.gov.tr

® hitp://www.sanayi.gov.tr/|PAWeb/Dosyalar/ipa_anket.doc
"®The questionnaire and the tables showing the reflection of the conciusions of the questionnaires to RCOP were given in the

Annex-2.

---------------------------------------------------------------------------------------------------------------------------------- 12
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Action Plan, the Operating Structures will pay visits to some provinces in the target NUTS 1) regions
and organize seminars in these provinces to inform the relevant partners and beneficiaries.

In the upcoming period, the implementation process of the RCOP will be carried out through the
active contribution of the central, regional and local stakehoiders, These partners will be invited to
take part in the "Consultation Meetings” which are going to be heid periodically at the start of each
year. The conclusions of these meetings will be reported to the Monitoring Committee. The
Committee will, when required, take the conclusions of these meetings into consideration. On the
other hand, the Ministry will ensure the rotating participation of some of the regional and local
stakehoiders to the Monitoring Committee. :

Moreover, the Ministry of Industry and Trade will appoint a representative in its 43 Provincial Offices
as a one-stop shop responsible for relations with the partners. This individual will act as a point of
liaison between the partners and the Operating Structure. This consultation process will provide a
broader cooperative network which will enable the-Operating Structure to pool the resources and
experiences.

1.4. Ex-ante Evaluation

An ex-ante evaluation of the Operational Programme for Regional Competitiveness has been carried
out in accordance with the Article 166 of the IPA Implementing Regulation.

The Ex-ante Evaluation has been conducted by the technical assistance project called “Support to
State Planning Organization to Build Capacity at Central, Regional and Local Level to Implement
Economic and Social Cohesion Measures" According to this project, a consortium which was headed
by GTZ has carried aut the evaluation exercise of the Operational Programme. Although the project
was prepared by the Strategic Coordinator - State Planning Organization, the evaluation of the
Operational Programme was carried out under the responsibility of the Ministry of Industry and Trade
through an interactive process based on a constructive dialogue between the MolT and the external
expert.

The first ex-ante evaluation report on the draft of the Operationat Programme was delivered in May,
2007. The RCOP has been revised according to the main recommendations of the report. The second
ex-ante evaluation report was delivered in August, 2007 based on the secand draft of the RCOP dated
3 of June, which was also submitted to the Commission: The current version of the RCOP is built on
the main recommendations and results of the final ex-ante evaluation report. The key aspects of the
draft ex-ante evaluation report and how they have been taken into account by the programming team
are given in Annex 3. :

Within the framework of the ex-ante evaluation, the “SWOT Analysis”, "Rationale and Overall
Consistency of the Strategy”, “Indicators and Objectives”, “Expected Socio-Economic_impact and
Justification of Policy and Allocation of Financial Resources”, “Quality of the tmplementation and
Monitoring Arrangements” of the RCOP have been assessed.

With regard to'the "SWOT Analysis”, in the report, it is indicated that the programme is provided with
an extensive. analysis of regional disparities across Turkey and the generai methodology of the
programme is acceptable. On the other hand, some considerations have been recommended in order to
improve the SWOT Analysis. In this respect, new strengths and weaknesses have been added to the
SWQT Analysis in line with the recommendations mentioned in the report.

In order to analyse the “Rationale and Overall Consistency of the Strategy”, the evaluator has
assessed the strategy/needs and coherence of the programme firstly by way of a matrix. As a result of
this assessment the programme in general has been found as satisfactory to deal with existing key-
needs and to enhance key-strengths highlighted by a generally correct SWOT Analysis. However,
minor adjustments have been introduced to the cluster of strengths and weaknesses by the drafting
team according to the recommendations of the evaluator.

Regionat Competitiveness Operational Programme (2007-2009)
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Regarding the internal coherence of the programme, the report indicates that all priorities are coherent
to a more than satisfactory degree, with the majority of planned activities important and often crucial
for the others. In other terms, it is indicated that the programme is not only coherent but in general
well integrated.

Concerning the external coherence of the RCOP, the report highlights that, the RCOP shows a
sufficient level of coordination with the other relevant programmes and mostly positive reciprocal
impacts. The actions and priorities of the RCOP, the SCF and the NDP have a good degree of mutual
support.

With regards to the financial allocations, the allocated budgets per measure have been revised by the
drafting team taking into account the recommendations mentioned in the ex-ante evaluation report and
the Commission’s comments on the eligible actions.

Regarding the Indicators and Objectives, all the suggestions given in the report have been taken into
account and reflected in the programme.

The Expected Socio-Economic Impact and Justification of Policy and Allocation of Financial
Resources have been analysed in the tables showing the socio-economic impact of each measure and
matrixes for each targeted NUTS 11 regions. These analyses show a good potential impact of the
programme for virtually every measure and most of the regions. From the analysis, it is concluded in
the report, the RCOP will certainly benefit the targeted area, but its impact will be hardly visible due
to the extremely small resources of the programme compared to the economic and demographic size
of the targeted area, the large quantity of existing gaps in most targeted regions, and the complex
nature of the existing socio-economic gaps.

The Quality of the Implementation and Monitoring Arrangements of the RCOP has been assessed
based on six criteria.The institutional capacity of the Operating Structure and of the Strategic
Coordinator have also been analysed taking into account their performance in the specific areas. As a
conclusion of the analyses, the report indicates- that, most aspects of sound implementation and its
requirements are satisfactory -for the Operating Structure in theoretical terms and the Strategic
Coordimater should act as a source of skill transfer, considering that the MolT is going to-implement
its first fully managed OP.

Regional Competitiveness Operational Programme (2007-2009)
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2. Assessment of medium term needs, objectives and strategic priorities
2.1.  Socio-economic Analysis

The methodology applied in the socio-economic analysis included a macro-scale assessment country
wide for each sub-chapter. Following this general assessment, a regional analysis has been made
covering the geographical and sectoral concentration of the RCOP.

Within this framework, the socio-economic analysis evaluated the macro-economic environment both
for the whole country and for the target regions of the RCOP." Secondly, an enterprise oriented
analysing method has been conducted with a special focus on manufacturing industry, SMEs and
tourism enterprises. Thirdly, R&D, Innovation and Information Society themes have also been
appraised, in line with the main intervention areas of the MIPD and the RCOP.

All socio-economic analyses itlustrated in tables-and figures for Chapter 2 have been evaluated firstly
by taking into account the whole country, then, by considering geegraphical thresholds determined in
the MiPD and the SCF. ' :

The existing situation derived from the socio-ecoromic analysis has revealed certain key points to
determine the intervention areas of the RCOP, these key points have been mentioned as medium-term
needs of Turkey and of the target regions. Similarly, the SWOT analysis which has been developed
both for countrywide and for target regions is the backbone of Chapter 2.

The major intervention/development axes and the main intervention areas of the wider planning
documents (MIPD, 9" Development Plan, Medium Term Programme and SCF) shown in Tables 1 and
3, have been taken into account in the development of the set of medium term needs, priorities and
measures of the RCOP.

Cooperation and synergy between relatively less developed regions and the developed ones wil
ensure more efficient usage of the endogenous potential of the less developed regions. This fact
Justifies that the RCOP may implement measures supporting national poticies and institutions or
projects which have regional dimensions, which contribute to enhance the competitiveness of the less
developed regions.

From this point of view, a major “principle of the RCOP” is the evaluation of the priorities and
intervention areas, which are important for the competitiveness of the country, together with national
social economic and industrial policies and implementation of these priorities mainly in the relatively
lagging behind regions. ‘

2.1.1 Macro-Economic Background

This Section analyses the macro economic environment both for whole country and for the target
regions of the RCOP. Within this framework, GDP per capita, demography, employment, foreign
trade indicators and tourism revenues in the balance of payments will be analysed at national and
regional level.

GDP and Income Per Capita

After the 2007 economic crises, the Turkish economy has entered into a recovery and growth process
with the implementation of new macro-economic policies. GDP, which had gone through one of the
most important declines in the country with a 9.5% decrease in 2001, has reached positive growth
rates at 7.9% in 2002, 5.9% in 2003, 9.9% in 2004 and 7.6% in 2005.

Y The term “target regions” corresponds to the geographical concentration of the RCOP. According to the MIPD and the
SCF, geographical concentration of the RCOP will be on 12 NUTS |1 regions including 15 Growth Centres. Therefore, the
term “target regions” refers to 12 NUTS ! regions including 15 Growth Centres,

15
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GDP of the OECD Member Countries has increased by 7.85 % on averagel between 2000-2004. In
this period, the highest growth rate with an increase of 34.9 % was reatised in Greece. Turkey, which
ranks 12" among the OECD Member Countries with its 459.8 billion US $ GDP in 2000, has
increased its GDP by 20 % and preserved its rank With 551.9 billion US $ GDP in 2004 despite the
2001 economic Crises.

When these figures are assessed comparatively, it is seen that the gap between Turkey and the OECD
Member Countries kas not been reduced in the period of 1970-2004 according to purchasing power
parity (PPP).This rate, corresponded to 27.7 % of the OECD average in 1970, has decreased to 27 %
in 2004. Likewise, GDP per capita with current prices in Turkey in 2004 was 26.7% of EU-15
average, while this ratio was 28.1% in 1970

Briefly, when Turkey is compared with the EU-15 and OECD Member Countries, it is seen that
Turkey could not decrease the gap in GDP per capita (PPP) in the last 35 years, on the contrary, this
gap has increased-and “convergence" between Turkey and developed countries has not been achieved.

When the GDP per capita rates are considered, Turkey is in the group of the countries having lower-
middle income. GDP per capita at current prices was 2,879 US $ in 2000 and reached 5,042 US $ in
2005.

According to the 9" Development Plan (2007-2013), it is foreseen that GDP per capita at current
prices will reack 10,099 US $ by 2013 with an average increase of 9.9% and GDP per capita (PPP)
will reach 15,332 US $ with an average increase of 8.3 %.

On the other hand, when the GDP per capita is taken into account comparatively, as of 2005 data, the
average GDP per capita of Turkey corresponds to 15 % of the EU-15 average'.

When the purchasing power parity is taken into account, Turkey is relatively in a better position
compared to the EU-15 and GDP per capita corresponds to 25.8% of the EU-15 average'. When the
OECD data is considered, Turkey has the lowest GDP- per capita among the OECD countries with
7,687 US $" according to purchasing power parity.

The distribution of GDP per capita (PPP) by NUTS 11 level is shown at the graphic below. According
to this graphie, there are three different types-of regions in Turkey interms of GDP per capita. NUTS
Il regions having a per capita income abeve the Turkish average (Orange), NUTS 11 regions having a
per capita income below the Turkish average whereas above 75% of the average (Green) and NUTS 11
regions having a per capita income below the 75% of Turkish average (Red).

2 Average GDP per capita of EU-15 is 33,517 US $ in 2005. (EUROSTAT)
12 Average GDP per capita PPS of EU-15 is 31,503 US § in 2005,
" According to purchasing power parity in 2004, OECD Fact Book 2006

Y 7o . W e
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Figure 1: GDP per capita According to Purchasing Power Parity by NUTS II Level
(2001, TR=100)

Source: EUROSTAT

The number of NUTS II regions having a GDP per capita below 75 % of Turkish average has
increased from 11 in 1995 to 12 in 2001 with the inclusion of TR-63.

According to 2001 data, there are five times difference between TR-42 (Kocaeli, Sakarya, Diizce,
Bolu, Yalova - 191.45) having the highest GDP per capita income (PPP) and TR-A2 (A-r-, Ardahan,
|- der, Kars ~ 34.00) having the lowest GDP per capita income.

When the target regions (red) are assessed in terms of GDP per capita, it appears that there are
significant differences in GDP per capita among these NUTS Il regions. TR-63 (Hatay,
Kahramanmara, Osmaniye) has the highest per capita income with 74.51 ratios, whereas TR-A2
(A-ri, Ardahan, |- d+, Kars) is the lowest with 34 ratios among these 12 NUTS 11 regions.

As it can be seen from the Table 4, there are important differences between the NUTS II and NUTS
I} levels in terms of GDP per capita. Certain NUTS 1!} regions introduced as Growth Centres
(Samsun, Elaz= and Kayseri), which are in NUTS || regions having GDP per capita below the 75%
of Turkish average, are above the 75% threshold.
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Table 4: Geographical Concentration in GDP per capita according to 12 NUTS II Regions and
15 Growth Centres

Source: TURKSTAT, 2001 (15 Growth Centres figures are on NUTS: 111 level

Demography

According to the census of 2000, Turkey's population was registered-as 67.803.927.-In that period of
time, 65% of the population was living in the urban area while 35 % was living in the rural areas. In
accordance with the same data, population density was measured as 86 people per square kilometre:
Nonetheless, it is predicted that Turkey's population was around 72.065.000 in the middle of 2005.

In 2000, the average birth rate of Turkey's population was 1.66 %, whereas this ratio decreased to 1.49
% in 2004. The 9™ Development Plan foresees that a recognizable improvement in the demographic
index will be recorded and that the birth rate will come cleser to the one in developed countries.
According to this projection, in the year of 2013, the birth rate in Turkey will be brought down to 1.01
% and total population will be estimated at 79 million.

Turkey is among the 20 mast populous countries in the world. Besides, the proportion of the youth
in the population is the same as in developing countries. Turkey's demographical structure is much
younger than OECD and EU countries. (Fable 5)
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Table 5: Demographic Projection (2015)

Population

Annual Population age 65 and Urban population
population under age 15 9 above Fertility Rate (as %6 of total
grov(v::) rate (az ;{Ellc;ijg;ﬂ (as % of total (%) pepulation)

p population)

lz?)ﬁ' 22‘(’315' 2001 2015 2001 2015 115;'.’,';' 22‘;‘::;‘ 1975 2001 2015
Turkey 2.0 120 31.20 2500 5.60 6.70 5.20 2.40 4160 66.20 71.80
OECD 080 050 2040 1790 13.10 16.00 2.50 1.80 7040 77.10 80.40
OECD -
High 070 040 1830 1650 1460 18.00 2.20 1.70 73.70 7910 82.30
income _
World 1.60 110 2980 2610 7.00 8.30 4.50 2.70 3790 47.70 50.70

Source: UNDP - Human Development Report ~ 2003

The poputation in the T2 NUTS Il regions, where the RCOP wiil be implemented, accounts for 37
% of Turkey's total population. On the other hand, the 15 Growth Centres, which will be the basis for
geographical coneentration of the RCOP, cover only 19.9 % of the total population. For a detailed
population analysis, see Table.6.

In some of the NUTS 11 regions tobe covered by the RCOP, birth rate of population is over Turkey's
average and net immigration rate is negative. -

However, these significant ratios that have been derived from the tables below can be one of the most
important reasons for Turkey's lagging behind position in terms of competitiveness.

Table 6: Population in 12 NUTS II Regions and 15 Growth Centres
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Employment

According to 2005 TURKSTAT's employment figures, the fotal labour force in Turkey is
approximately 24.5 Million and fotal employment is about 22.1 Million. According to 2006
EURQSTAT's data, with its 45.9 % labour force participation rate on an average, Turkey is
relatively lagging behind compared with the EU Member States.

On the other hand, when 2006 EUROSTAT general unemployment figures are taken into account,
Turkey ranks 3™ with 9.9 % general unemployment rate after Poland (13.8 %) and Slovakia (13.4%)

Table 7: Indicators Related to Employment (%)

2000 2002 2005

Sectoral Breakdown of the Employment

Agricuiture 36.0 349 29.5
Industry 17.7 185 24.7
Services 46.3 46.6 45.8
Unemployment
Unemployment Rate- 6.7 106 10.5
Non-agricuitural Unemployment Rate 9.4 15.0 13.6
Young Unemployment Rate 13.1 19.2 19.3
Educated Youth (Over Lycee) Unemployment Rate 28.2 38.0 30.9
Labour Force Participation Rate 52.4 52.3 51.3
Woimen 28.0 29.5 26.5
Men 76.9 75.1 76.2
Employment Rate 48.9 46.7 459

Source: TURKSTAT

As. is seen from the Table 7, the major problems of Turkish labour market are structural
unemployment, low labour farce participation rate especially low female labour force participation
and the low level of educational attainment.

Because of the decrease of employment in the agriculture sector and the effect of the 2001 crises, the
general unemployment rate has reached up to 10:5 % in 2005 while it was 6.5 % in year 2000. Non-
agricultural unemployment rate was 9.4 % in 2000, 15 % in 2002 and 13.6 % in 2005. Young
unemployment rate which is two fold higher than the general unemployment rate remains very
importance. (Table 7)

Another structural problem of Turkish labour market is low labour force participation rate compared to
the EU Member States. Most important ‘is women's fow participation to- labour force compared to
men. fn 2005, the labour force participation rate was 76.2 % for men and 26.5 % for women. (Table 7)

When the labour force participation rates of women in Turkey are compared with the EU Member
States, it is-clearly seen that there is a huge gap between Turkey and the EU in terms of female labour
force participation rates. For the 15-64 age group, in Turkey, male labour force participation rate of
76.2 % % is close to EU25 average of 77.9 % whereas female labour force participation rate of 26.5 %
is substantially lower than the EU25 average of 62.9 %.

Low level of educational attainment and unregistered employment are the other major structural

o I
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When the employment figures of the 12 NUTS II regions are analysed it is seen that 44.4 % of the
employment in these regions is concentrated on the agriculture sector while the average rate of the
labour force employed in services sector is 41 %. It is approximately 15 % in the industry sector.
(Table 8)

51.8 % of the labour force employed in the agriculture sector in afl Turkey takes place in the 12
NUTS I regions. In spite of this factor, when-it is taken into consideration that 37 % of the total
population of Turkey lives in these 12 NUTS 1l regions, it can easily be stated that economic activities
in theses regions are, to a considerable extent, dependent on an agricultural structure.

According to this analysis, it is obvious that the NUTS 11 regions chosen for the concentration of the
intervention axis of the RCOP, have low GDP and employment creation capacity since the agricultural
‘activities have low added value production potential.

In-Table 8, it can be understood hat the general unemployment rate in some NUTS Il regions in which

-industry and services sectors are-relatively developed.is-higher than the average rate of the country.
Within this framework, since there are not enough data regarding the TR-A1 (Erzurum City Centre),
TR-B1 (Malatya and Elaz- City Centre) TR-B2 (Van City Centre), TR-C1 (Gaziantep City
Centre), TR-C2 (Diyarbakr and - anl-urfa City Centre), TR-72 (Kayseri and Sivas City Centre), TR-90
(Trabzon City Centre), a detailed analysis couldn’t be done on the basis of employment.

Table 8: Employment Figures of 12 NUTS II Regions (2005)
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Foreign Trade and Tourism Revenues
One of the most important indicators in determining the "competitiveness and development” is foreign

trade figures. Turkish total exports progressed from 12,9 Billion Dollars in 1990 to 85,5 Billion
Dollars in 20086, an increase of 166 %.

Figure 2: Total Export-Import, Volume and Balance of Foreign Trade

>
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Source: UoFT

The export compensation rate progressed from 368 % in 1980 to 61.8 % in 2006, an increase of
approximately 62 %. (Figure 3)

Figure 3: Expert Campensation Rate
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deficit has reached - 52.8 Billion Dollars, an increase of 97:3 % in 2006. In summary, increasing
foreign trade volume has not contributed positively to foreign trade balance of the country.

Tourism revenues, on the other hand, have a significant share in the foreign revenues of the country as
well as exports. The tourism sector is an important instrument in meeting the foreign trade deficits and
improving the balance of payments by contributing with a significant amount of foreign exchange,

(Table 9)

Table 9: The Compensation Rate of the Tourism Revenues to the Foreign Trade Deficits

Foreign Trade

. Tourism Revenue The Compensation Rate
Year Deficits (billion $) (%)
(billion $)
2000 26.6 16 28,6
2001 9.3 101 107
2002 15.7 11.9 76,3
2003 21.8 13.6 62,5
2004 34,3 15,9 18,4
2005 42,6 18,0 24,6

Source: CBRT

Over the same peried, structural changes have occurred in the composition of exports as a result of the
new development and growth model based on experts and the share of the industrial goods in exports
has reached to 93.7 % in 2005 from 36 % in the beginning of the 1980s.

%

Figure 4: Composition of Export

R G R R O
s Manufacturing Agriculture - Forestry ======Nining-Quarrying

Source: TURKSTAT

Between 2001-2005, food, textile-clothing and iron and steel sectors have preserved their importance
in the manufacturing industry while automotive, machinery, electronic, metal goods, petroleum
products and rubber-plastic sectors have increased their share. The main export items of Turkey can be
seen in Table 10,
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Table 10: Major Export Items

Top Ten Chapters In Exports — According to value in 2006 (000 USD)

2004 2005 2006
Wehicles Other Than Raifway Or Tramway Rofling-Stock.and Parts 8.288.799 9.566.435  11.885.549
Articles of apparel and clothing accessories, knitted or croctreted 6.269.222 6.590.352 6.937.140
Electrical machinery and equipment and parts thereof 4,793.599 5.426.197 6.324.40
Nuclear reactors, botters, machinery and mechanic al appliances, parts .. 4,122 641 5.243.569 6.515.552
Iron and steel 5.359.512 4973475  6.272.831
Articles of apparel and clothing accessories, not knitted or crocheted 4.536.829 4.862.368 4.709.132
Avticles of iron or steel 2.226.923 2.731.357 3.334.507
Mineral fuels, mineral oils & products of their distillation, 1.429.186 2.641.145 3.567.424
Edible fruit and nuts, peel of citrus fruit or meltons 1.902.515 2.501.025 2.387.052
Other made up textile articles, sets, worn clothing and worn textile artic. 1.856.536 1.969.748 1,920.219
LIST TOTAL 40.775.761 __ 46.505.672  53.853.897
TOTAL EXPORTS 63.167.153  73.475.881  85.502.238
PERCENTAGES IN TOTAL EXPORTS 64,6 63,3 629

Source: TURKSTAT

However, foreign trade deficit has not declined substantially due to the decrease in the export in the
traditional sectors and increasing demand for imports. Increase in the importation of intermediate
goods has reached 30 % from 9.5 % in the period of 1981-2001.

When the developments in foreign trade are considered from the point of imports, .it is seen that
Turkish imports recorded an increase of 19.7 % and 18.4 % in 2005 and 2006, respectively. Turkish
imports have reached up to 138.3 billion US $ in 2006 from 54.5 billion US $ in 2000, an increase of
154.2%. This significant rise in imports stemmed from strong domestic demand, high oil prices,
revaluation. of Turkish Lira and growth in demand for Turkish export products which are highly
dependent on imported inputs in production. According to-the main commodity groups, the share of
capital goods in total imports was 17 %, an increase of 15 % over 2004.

Figure 5: Composition-of Import
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angum | rtermediate Goods === Capital Goods "= Consumption Goods
Source: TURKSTAT

The imports of intermediate goods on the other hand constituted 71.5% of total imports. An increase
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Table 11: Major Import Items

Top Ten Chapters in Imports - According to value in 2005 (000 USD)

: 2004 2005 2006
Minerai fuels, mineral oils & products of their distillation, 14.407.288 21.255.575 28.584.028
Nuclear reactors, boilers, machinery and mechanic al appliances, parts ... 13.411.276 16.335.800 18.802.316
Vehicles other than railway or tramway roling-stock and parts 10.237.024 10.552.792 11.332.974
Electrical machinery and equipment and parts thereof 8.417.452 9.728.045 10.790.709
Iron and steel 8.031.522 9.457.831 11.298.563
Plastics and articles thereof 4.763.094 5.795.491 6.856.093
Pearls, precious stones and metals, coin 3.763.424 4.226.881 4.370.647
Organic chemical products 3.014.784 3.528.805 3.621.658
Pharmaceutical Products 2.710.136 2.849.272 3.016.152

Optics, photograph, cinema, measurement, control and adjustment

equipments, medical devices 1.927.983 2.472.698 2.702.914

LIST TOTAL '70.683.983 86.203.190  101.376.054
TOTAL IMPORTS 97.539.766  116.773.061  138,295.379
PERCENTAGES IN TOTAL IMPORTS 72,5 73.8 73,3

Source: TURKSTAT, UoFT

When the export figures in the 12 NUTS 11 regions are taken into account, the export figure of these
regions is 6,175 billion US $ as of 2006, which-accounts for 7.2 % of total export. {See Table 12)

It is noteworthy to mention that export performance of these 12 NUTS 11 regions is above the Turkish
average and it has recorded an increase of 186.8% in the period of 2001-2005

‘On the other hand, the export figures of the 12 NUTS Il regions having a GDP per capita {PPP) below
75% of Turkish average, are not stable. As can be seen from the tabie below, these regions having
approximately 37 % of Turkish population have 7.2 % and 3.7 % share in total export and import
respectively. (Table 12}

There are three NUTS |1 regions (TR-63, TR-90, and TR-C1) whose export percentages in total
export are higher than 1%. However, their relatively good export and import performance stems from
their logistic superiarities but not from their indigerous potential. Existence of ports having developed
export and import infrastructure in TR-63 and TR-90 has led to especially different export figures of
these regions.
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Source: UoFT {2006 - including only city centres tota)

On the other hand, there are significant differences between the export figures of NUTS Il and |l
regions. As an example, Gaziantep NUTS 11 region in TR-C1 NUTS H region has important share in
total export (2.93%). However 98.2 %-of total export of this NUTS Il region is realised by Gaziantep,
while other regions freming part of the same TR-C1 region (Ad-yaman, Kilis) have a small share
(1.8%) in the export of the region. This situation is aiso valid for the import. When TR-C1 region is
considered in terms of import, it is seen that 97.8% of the total import of the region is realised by
Gaziantep. To sum up, Gaziantep is the major driving force of the industry and foreign trade of the
TR-C1-region.

For detaifed foreign trade indicators of 15 Growth Centres, see Table 13.

The total exports of the 15 Growth Centres represented 4.2 billion US $ in 2005, which accounts for
4.96 % of total Turkish exports. However, the export capacity of these 15 Growth Centres has shown
great performance with an increase of 205.1% in the period of 2001-2005. Gaziantep, Kayseri and
Trabzon provinces being major driving forces in the 15 Growth Centres have realised 88.7% of the
total export of 12 NUTS Il regions in 2005.
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Table 13: Foreign Trade Figures of 15 Growth Centres

T

Source: UoF T (2006 - including only city centres tdtél)
2.1.2. Enterprises

In Turkey, enterprises are represented by the Turkish Artisans and Craftsmen Confederation (TESK)
and the Union of Chambers and Commodity Exchanges of Turkey (FTOBB). TESK and TOBB with
their targe number of members are the highest legal entities in Turkey representing the private sector.
Today, there are 13 Professional Federations, 82 Unions of Tradesmen and Craftsmen Chambers
and 3,166 Chambers of Tradesmen and Craftsmen affiliated to the TESK. Furthermore, TOBB has
364 members in the form of local chambers of commerce, industry, commerce and industry, maritime
commerce and commodity exchanges. In this framework, the-major function of the TOBB and TESK
is to guide and lead the Turkish entrepreneurs.

Number of Enterprises and Sectoral Distribution

According to TURKSTAT data in 2002, there were 1,858,191 -enterprises in Turkey. This number
excluded rural-enterprises and individual farmers.
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The breakdown of these enterprises by sectors is given in Figure 6. The breakdown of the enterprises
in Turkey constitutes a consistent distribution in terms of the components of Turkish GNP and the
characteristics of the developing countries. At the same time, from the point of entrepreneurship, the
economic and political developments directly affect the decisions of enterprises in setting up new
businesses and/or shifting their sectoral distributions.

However, even though Turkey is still under the effect of an agriculture based industrialisation process,
the manufacturing sector is considered as the locomotive sector in order to provide the sustainable
development in GNP growth, increase in export and employment rates, and balance income
distribution by taking into account its employment generating capacity.

A similar approach can be seen in countries undergoing a transition process from agriculture based
society to industrialised society from there to the information society in line with the normal
development processes.

In Turkey, even though the number of enterprises in the service sector is 3,5 times higher than those of
the manufacturing sector, with regard to job-creation the manufacturing sector has the same capacity
of service sector. Therefore, creation of new start-ups in the manufacturing sector and supporting of
existing ones will have important effects on job-creation and decrease in unemployment rate.

When the regional distribution of enterprises is considered, it is seen that 25.7% of the enterprises in
Turkey are located in the 12 NUTS II regions which are below the 75% threshold and 14% of them
are in 15 Growth Centres. When the sectoral distribution of these-enterprises is taken into account,
whoiesale and retail trade, manufacturing industry and hotels and restaurants are the important sectors
for the 12 NUTS I Regions and 15 Growth Centres. Wholesale and retail trade ranks first among
other sectors. Approximately 50% of the total enterprises in the 12 NUTS Il Regions and the Growth
Centres operate in the wholesale and retail trade. Manufacturing industry and hotels and restaurants
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2.1.2.1, Manufacturing Industry

The Turkish economy has demonstrated a significant performance in the last 25 years owing to the
substantial achievements in the manufacturing industry. It can be said that, the driving force behind
the growth performance of the Turkish economy is the development in the industry sector. This
development has not only contributed positively to the expansion of the service sector but has also
demonstrated a higher growth than total GDP. (Figure 7)

Figure 7: Growth Rates (%)
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Source: TURKSTAT

The growth rates in the industry sector have been more than 4 % in four consecutive years. (Figure 7,
Table 14). The productivity increase which has come up after this process.has a vital effect in this
continuous growth. However, it is noteworthy to mention that the growth which occurred after the
2001 crises stemmed from the fact that firms have decided to increase their productivity by adjusting
their labour force structures according to the new conditians.

When the added value created in the manufacturing industry is considered, the average annual growth
rate has been 6.6 % in 1980-1990 period, 4.2 % in 1990- 2000 and 5.1 % in 2000-2005 periods.

Table 14: Manufacturing Industry Indicators

Indicators (%o) 2000 2005 _2001-2005 Average EU (2004)
The Share in the GDP 19.2 20.8 204 20.5 ()
Production Increase (With Constant Prices) 2) 6.5 4.8 49 2.8(3
Export Increase {(With Current Prices) 6.7 15.2 21.9 9.5(4)
Import Increase (With Current Prices) 298 16.6 16.3 8.8(%)
The Share in the Private Sector Investments 26.5 41.4 35.5 -
Private Sector Capacity Usage Rate 74.6 78.9 74.6 -
Partial Productivity Increase Per Employee 8.8 5.6 6.0 -0.3(5)

Source: TURKSTAT-EUROSTAT

(1) EU-25 industry Data

(2) Increase rate in the Industry Production Index is used.
{3) EUJ-25 Manufacturing Industrv 2005 Figure
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Table 15: Distribution of the Enterprises in the Manufacturing Industry

Number of

Number of Employee Enterprise Yo Employment %
1-9 245,789 90.2 588.31 21
10-49 21.236 7.8 444,694 20.3
50 - 150 3499 1.3 298.009 13.6
151 - 250 875 03 168.31 1.7
251 + 1083 0.4 683.94 314
Total 272.482 100.00 2.183.286 100.00

Source: TURKSTAT (2002)

About 98 % of the enterprises in the manufacturing industry are small scale enterprises which employ
1-49 workers. (Table 15) Small and medium sized enterprises constitute 99.6 %, medium scale
enterprises.constitute 1.6 % and large scale enterprises constitute 0.4 % of the manufacturing industry.
This structure brings with it some problems such as lack of institutionalization, low productivity and
difficulties of the public administration in making long term sectoral policies. Micro scale enterprises
which have to operate under free market conditions lack information regarding the production
processes and demand and this situation causes to the withdrawal of too many enterprises from the
market. In a nutshell, this is the cause of the short-lived enterprises.

The concentration of the micro-scale enterprises in low value added sectors where global competition
intensified rapidly (Table 16) has negative effects on their profitability. Front this perspective, low
profitability restricts the growth demands of the firms in terms of increasing their business and
investment capital-on one hand and hinders the operations of the enterprises fer long years on the
other.

The productivity, technology level and_export capacities of small scale enterprises also remain at a
very low level. In order to enhance their competitiveness, firms should adapt to demand movements
and establish cooperation networks with big scale firms and among the institutions giving service to
these firms,

When the sectoral distribution and scales of the enterprises in Turkey are taken together into
consideration, it appears that total demand is below the internal production capacity in macro leve! and
that competition becomes destructive due to the fact that total supply is above the total demand in
some specific sectors.

As a result of the harsh competition environment to which enterprises are exposed in the free market
conditions, besides their scale problems, enterprises prefer to meet the demand which is below the
production cost; this-kind of demand does not give rise to additional employment opportunities to
micro-scale enterprises.
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Table 16: Breakdown of Manufacturing Industry Sectors which employ 50.000 and more

Workers
Production Area Num.be'.' of %  Employment %
enterprises
Manufacturing of Textile-Products 20.432 8728 400.026 19,31
Manufacturing of Clothing; Fur Processing etc. 31592 128 302.219 14,59
Manufacturing of Food and Beverage 27.181 11,25 257.037 1241
Information Management System Manufacturing of Ecg. & Mac. 17643 17,15 139.52% 6,73
Metal Industry excluding Equipment and Machinery 33.304 13,49 137.163 6,62
Production of Other Mineral -Products other than metals 11130 4,51 131485 6,35
Manufacturing of Furniture, Inf. Management System and other 31.695 12,84 115.200 5,56
Manufacturing of motor vehicles and trailer etc. 3798 1,54 84171  4.06
Manufacturing of plastics and Plastic and rubber 7.950 3,22 83.746 4,04
Manufacturing of wood and cork products (excluding furniture ) 26.867 10,88 18120 3,77
Manufacturing of chemicalsand its products 3.786 1,53 76.497 3,69
Metal Industry 5616 227 75467 3,64

Source: TURKSTAT - 2001

Table 17: Production and Exportation Structure of the Manufacturing Industry (%)

TURKEY

Technology Intensity (1) Production Export EU 1(34?“:
20002) 2002 2005(3) 2000 2002 2005 2003

High 59 51 6.3 78 62 6.0 215

Medium High 225 182 25.3 204 243 28.5 419

Medium Low 304 267 21.0 205 228 26.9 15.9

Low 1.2 500 41.4 51.3 468 38.7 20.7

TOTAL 7000 1000 7000 1000 1000 100.0 100.0

Source: TURKSTAT, OECD STAN Database

(1) OECD Science, Technology and industry Scoreboard Classification,
(2} Covers 10+Employess,

(3} SPO Estimation with 2002 Prices,

(4) EU Countries which are GECD members

The share of the medium and high technolegy sectors in the manufacturing industry has increased to-a
substantial level due to the increases in the production and exportation during the 2002-2005 period.
However, when compared with the EU countries, the share of these sectors remains still low. On the
other hand, despite the high level of imported input dependency in these sectors, the increase of added
value can not reach to an expected leve! (Table 17).

Despite the relative increase of the competitiveness of Turkish manufacturing industry, this ratio still
remains low when compared with the countries which can be-deemed as the competitors in the process
of EU-integration. Turkish market share has reached from 1.7 % to 2.5 % inthe group of 20 products
whose import figures have increased most rapidly in the last 10 years in the EU. However, the same
increase has been realized-much more in the competing countries.

Today, the research and development expenditures in the high-tech sectors are extremely high.
Information and technology production in high tech sectors and the cost of the labour force in the low
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However, it is observed that while some sector’s competitiveness is increasing, competitiveness of
some others which have substantial share in production and employment is decreasing. Growth does
not create a symmetric effect in all sectors of the manufacturing sector.

When the 12 NUTS |l Regions are analyzed on the base of “number of employees and enterprises in
the manufacturing industry”, it is estimated that 21.5 % of the enterprises and 15.2 % of the
employees are in these 12 NUTS 1l regions. (See Annex 4 - Table 52)

On the other hand, when the 15 Growth Centres are analyzed on the bases of “number of empioyees
and enterprises in the manufacturing industry”, these centres cover 12.7 % of the enterprises and 8.5
% of the employees in Turkey. Moreover, when these 15 Growth Centres are compared with the 12
NUTS Il regions, it is observed that 59% of the enterprises-and 56% of the employees are in 15
Growth Centres. (See Annex 4 - Table 52)

When the 12 NUTS II level is considered, the region, which has- the highest share of employee
employed in the manufacturing industry, is the TRC1 region with its 2.9% share within the total
employment and the regions which have the smallest share of employee are TR-A2 and TRC3
regions with their 0.2% share.

When the Growth Centre level are taken into consideration, the Growth Centres in which the number
of employee employed in the manufacturing industry is the highest, is Gaziantep with its 2.6 % share
and the Growth Centres, in which the number of employee employed in the manufacturing industry
are the lowest, are Batman and Kars with their 0.1 % share.

In the previous chapters it was mentioned that macro.level figures of the manufacturing industry are at
a very low level when compared with those of the developed countries. Although Turkey has natural
resources and raw materials for certain industrial sectors, the value added produced from these
resources is not sufficient and this situation is one of the reasons of the tow competitiveness level of
Turkey compared to the EU Member Countries.

Sectoral Breakdown and Concentration

Whenrrthe 26 NUTS I1-Regions throughout the country are examined in terms of secteral concentration
in manufacturing industry, it is seen that there are accumulations in food processing, products of
wood, non-metallic mineral products and basic metal products (Annex 4 - Map 8). Reluctance on high
technology usage and qualified work, production to meet basic needs, easy and cheap access to raw
material and realisation of investments by relatively small amounts of capital are the main reasons
behind these secteral concentrations:

In spite of this, printing and publishing, coocking coal, refined petroleum products, nuctear -fuel
production, office equipments and computer production, manufacture of electrical machisery and
equipments n.e.s and recycling are the sectors which are not concentrated in any region. However,
notably in the provinces like Istanbul (TR-10), Izmir (TR-31), Ankara (TR-51), ‘Kocaeli (TR-42),
Adana (TR-63) and Bursa (TR-41) where there is sectoral diversity and extent, these sectors provide
significant contributions to the industrial developments of their regions. Yet these sectors have not
emerged as leading sectors in medium or less developed regions, particularly in the 12 NUTS 11
regions, as these sectors require specialisation, high tech usage, qualified labour force and large scale
investments that are lackina in less developed reaions.
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On the other hand, when the sectoral concentration is examined in the less developed regions (12
NUTS 1l Regions) where the aforementioned infrastructures and potentiais are not sufficient for
medium and high-tech production, it can be detected that the most concentrated sector is the food
processing and beverages. Following this sector, textile, clothing and wearing apparel production
sector is the second in almost all 12 NUTS 11 Regions. The products of wood and corks and furniture
production are highly common in notably TR-A1, TR-90, TR-A2, TR-82 and TR-B2 levels. Likewise,
other non-metallic mineral products are widespread in TR-C2, TR-A1, TR-83 and TR-C3 levels. (See
Annex 4 — Table 53)

In the same way, when the sectoral concentration in the 15 Growth Centres is analysed (See Annex 4—
Table 54), it can be noticed that the food processing and beverages sector is highly concentrated in all
Growth-Centres. 1n addition to this sector, textile and wearing apparel production is ancther leading
sector in Gaziantep, Malatya, Sanliurfa, Kahramanmara-, Kayseri and Kastamonu. Other mining and
quarrying products are highly widespread in Diyarbak-r, Sivas, Elazi-, Trabzon, Van and Kastamonu.
Manufacture of machinery and equipments n.e.s are concentrated in Samsun, Kayseri and Sivas.

As mentioned .in the Foreign Trade section, the share of 12 NUTS Il-Regions in export revenues of
Turkey is 8.4%. The major export items of both 12 NUTS |1 Regions and 15 Growth Centres are food
processing and beverages, manufacture of machinery and equipments n.e.s and textile products. (See
Annex 4/ Table 53 — 54)

Sectoral clustering is crucial in current competition conditions, particularly for the regions whose
development level is less than national average or at around average. If the potentials, development
orientations, sectoral concentration structures, bonds of these sectors in the production chain and the
basic roles of regions within econamic activities are determined through regional and sectoral strategy
documents, the competitiveness of these less developed tegions can be strengthened by
implementation of the poticies defined in strategy documents.

Sectors which show high geographical concentration rate in Turkey are given in Annex 4- Map 8.
Physical Infrastructure of Mannfacturing Industry

When the spatial distribution of the manufacturing industry throughout the country is examined, the
concentration can be seen around the big. cities and major harbours. The big cities like Istanbul
(TR-10), Ankara (TR-51), and lzmir (TR-31) keep their central positions in manufacturing and
services sectors through developed socio-economic potentials and facilities such as highways,
railways, airport and harbours, qualified human resources and capital accumulation, Furthermore, in
the regions around these big cities like TR-42, TR-41, TR-21, TR-33 the manufacturing industry have
developed due to the positive effect of these big cities. Similarly, in certain cities of Anatolia such as
Gaziantep (TR-C1), Denizli (FR-32), Konya (TR-52), manufacturing mdustry have found the ground
to develop and these cities have become the driving forces of their regions by the added value and
employment capacity they produce.

In all those regions, Organized. Industrial Zones (Q1Zs) and Small Scale Industrial Estates (SSIE) have
presented a proper enwronmeanor the industrial development through theJr common lnfrastructure
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proper investment areas are presented to the investors by the establishment of QlZs and SSIES,
attracting investments to those zones requires the existence of other socio-economic infrastructures in
the region. Therefore, establishment of physical industrial infrastructure is not merely enough in less
developed regions without supporting and ensuring complementarity by other policy areas.

The distribution of OIZs and SSIEs in the 12 NUTS Il Regions and 15 Growth Centres is given in
Table 18 and Table 19.

Table 18: Distribution of Organized Industrial Zones (O1Zs)

Source: MolT, 2007

Fable 19: Distribution of Small Scaled Industrial Estates (SSIEs)
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As is seen from Tables 18 and 19 there are completed 32 OlZs and 166 SSIE and on going 57 OlZs
and 44 SSIEs projects in 12 NUTS I Regions. While in the 15 Growth Centres there are completed 13
OlZs and 42 SSIEs and on going 14 OIZs and 4 SSIEs projects. In terms of the number of completed
and on going OlZs and SSIEs, the highly developed NUTS It regions are TR-83, TR-72 and TR-C1
whereas TR-A2, TR-B2, TR-A1, TR-C2 and TR-C3 are the less developed NUTS Il Regions among
12 NUTS 1l levels. in 15 Growth Centres the provinces such as Gaziantep and Sivas are the ones that
have the highest numbers of OlZs and SSIEs while in Van, Diyarbaker and Trabzon there is sufficient
numbers of O1Zs and SSIEs as the interest of investors to these provinces is modest and the occupancy
rates in existing ones is low. As can be seen from Table 18-19, each NUTS Il Region and each
Growth Centre (except Trabzon city centre, though, their counties have compieted. or on-going O1Zs)
has at least one completed or on going OlZs and SSIEs which are established depending on the
demand from the investors.

As it is understood from Table 18 and 19, in the 12 NUTS 1i Regions and in the 15 Growth Centres
there are enough numbers of completed and on geing OlZs and SSIES which present proper mutual
infrastructure facilities for the SMEs’ investments. The main problem in those regions for on going
OlZ and SSIE projects is-the completion of the infrastructure corstructions and reaching the optimum
occupancy rates of these zones by attracting the interest of investors and creating new entrepreneurs.
Otherwise, those zones and estates would be idle and the transferred scarce public resources to build
these zones can not be exploited for the fullest. Therefore, the promotion of new investments and
entrepreneurship in-the 12 NUTS It Regions and in the 15 Growth Centres is important to make
profitable investrnents in the O1Zs and SSIEs and increase their occupancy rates.

When the figures are analyzed in terms of OlZs and SSIEs on the bases.of provinces, it is clear that the
number of these zones and estates are sufficient in Turkey. On the other hand, when it comes to the
completed OIZs and SSTEs, it is important to ensure support-and consultancy mechanisms for the
enterprises located in OIZs and SSIEs. This support should particularly be concentrated on
management and business administration, quality and standardisation, clustering and networking,
exporting and marketing, technology transfer, R&D and innovation to keep their business in
competition conditions and to improve their skills and capacities.

Moreover, it is an urgent need of enterprises to access consuitancy and support services through
Enterprise Development Centres (IGEMs) and Business Development Centres (ISGEM)', incubators
or to common usage laboratories and workshops rather than establishment of new OIZs and SSIEs
infrastructures.

KOSGEB provides training, consultancy, infrastructure and superstructure, exporting, technology
development and-start-up services and support in accordance with the changing business .conditions
and the needs of SMEs through Regional Industry Development Centres.

The Incubation Centres which are called as ISGEMs are established under the coordination of
KOSGEB. They provide working space to SMEs whose property rights belongs to-the focal or private
entities, machinery and equipment for common usage, secretariat, training, consultancy for business
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Growth Centres because the occupancy rates of those zones is low and the number of enterprises
‘located in the zones and taking benefit from the services of IGEMs and ISGEMS is not substantially
high. The awareness of the companies on the services of the IGEMs and ISGEMs should be raised by
basic information and consultancy support to stimulate the establishment of IGEMs and ISGEMs in
the target regions.

Table 20: The Distribution of IGEMs and ISGEMs

“Source: KOSGEB, 2000 @

2.1.2.2. Small and Medium Size Enterprises (SMEs)

SME -definition in Turkey has been aligned with the EU definition and put into force on 18-May 2006
(Table 21). It is a single definition for -all institutions and organizations. Although the number of
workers is the basic determinant in this new SME definition, the value of fiscal balance, annual net
sale revenue, etc. have also been taken into consideration. Furthermore, the scale of enterprises will be
decided upon to examination of the data acquired after three years period.
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medium sized enterprises are described as SMEs and when their share in total enterprises is taken into
account together, the share of SMEy in total enterprises reaches to 99.9%. The total number of SMEs
(1-249 employees) in Turkey is 1,856,340

When the regional distribution of the SMEs in the target regions, where the RCOP will be
implemented, is taken into account, 25.7% of SMEs (0-250 employees) in Turkey are in 12 NUTS 11
Regions and created employment in these SMEs is 1,186,187 which corresponds to 22.1% of total
employment created by SMEs in Turkey. When 15 Growth Centres are.considered, 12.5% of SMEs
and 11.8% of total employment created by SMEs in Turkey are in Growth Centres. {See Table 22)
Food processing, machinery and textile are the main sectors for these SMEs.

Table 22: Number of SMEs and Employment Generated by SMEs in 12 NUTS II Regions and 15
Growth Centres

7|

:

=
Number of SMEs

K. Mara+ . 18 078
Samsun - 34016
Kastamonu 11 837

Elaz= 12 398
Mﬂlﬂtyﬁ' 14 325 '
Tﬁibzon' 21080
Kayseri 22 14

Garziantep 34 4M
- Diyarbaker 17 297
e anleurfa 24 297
j rzarunm- 14 168
' Batman 4 460
' Van - 12102
Kars 5068

17 &

Employment

39877

90 475

24 683
31 751
39 595
56.261

86 328
35 222
109 769
44772
50 343
34 885
13 281
28 749
10 792

233884 631833
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According to EUROSTAT, inthe EU, 89,1% of enterprises are micro enterprises and 11,3% are small
and medium sized enterprises. According to the distribution of the number of workers, the share of big
enterprises is 33,1 %, micro scale is 27,8 % and small and medium sized is 38,9 %. In the EU, the
added value is 40,3 % in enterprises which have more than 250 workers, the share of micro enterprises
is 20,8 %, the share of small and medium sized firms is 38,9 %. The added value created by firms
descried as SME is approximately 59,7 %. Export rate of EU SMEs is approximately 41 %.

When-the export rates, technology usage and value added created by Turkish and European SMEs are
compared, competition with the European SMEs is cather difficult for Turkish SMEs with their current
capital structure. Therefore, SMES competing in the global markets have to be aware of the market
information such as the position of their competitor, demand, product price and marketing activities,
and financial issues such as selffinance, foreign finance, leasing, factoring, venture capital and credits
along with the technical information such as product development, product desigm, technology,
production and investment planning, modernisation-renovation, standards and scale economies.

The studies on the-need assessments for Basic Information Support and Consultancy Services for
SMEs conducted by the National Productivity Centre in some of the provinces of the target regions
(Rize, Kahramanmara-, Ordu, Batman, Mardin, Diyarbaker, - anl-urfa, Yozgat, Malatya, Elaz~ ve
Ad-yaman) by 353 SMEs and according to the Field Study conducted by KOSGEB covering 50.000
companies throughout the country have shown that training and consultancy needs of SMEs
concentrate in the areas of:, production planning and control, sale-marketing and consumer satisfaction
analysis, productivity, quality management systems, human resources management, foreign trade,
health and security at work place, institutionalisation, management skills, CE marking, standardisation
and certification and accounting.

Within the framework of the concepts such as “clustering”, “partnership, “public-private sector
cooperation”, "good governance”, “technological innovation”, “"globalisation”, the dialog and
collaboration between the public sector and the private sector is highly important and needs to be
improved.

On-going SME support activities

On this account, the Istanbul Textile and Apparel Exporters’ Associations (ITKIP) has launched the
EU funded cluster project caHed ‘Fashion and Textile Cluster’ in 2003, to increase networking
among SMESs in the textile and clothing sector, at local, national and European levels, as well as with
business support organisations and structures. At the end of the first phase of the Project, a Cluster
Analysis has been conducted,, a Cluster Co-ordination Agency, a Textile R&D Centre and a Fashion
institute have been established and Institutional capacity of ITKIB and other relevant business
organisations increased. The second phase of this project started in 2005 and the necessary "common
use equipment” infrastructure for a Cluster Coordination Agency, Fashion Institute, R&D Centre,
Consuitancy Centre and Joint Projects will have been supplied and operational. The support services
of Fashion and Textile Cluster for SMEs will have been formed, developed and functional.

Fiithermnre the | Indeccecretariat for Forainn Trade (1IETY hac laninchad a El1 L fiinded Praiact in 20068
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project, executed by UNDP in cooperation with GAP Regional Development Administration) on
cluster analysis for the sectors like marble, textile and confection and organic agricuiture. These
studies have clearly presented that sectoral clustering and building networks among different regions
is highly important so as to improve those sectors in the relevant provinces and also to keep track with
the tough regional and global competition environment.

The outcomes of above mentioned EU funded clustering projects and the studies conducted in some
provinces of the target regions will be a basis for supporting clustering and networking projects in the
12 NUTS 11 Regions, to lower transaction costs, to develop new skills, to overcome (or create) entry
barrier in markets, to use a common infrastructure, resource and labour pool advantage and eventually
to speed up the learning process.

The Small and Medium Industry- Development Organisation (KOSGEB), which was established to
support SMEs operating in the manufacturing industry, provides services in the fields of raising
competitiveness, opening up to the world market, technology produetion and/or usage of new
technologies, development of human resources, involving e-business by means of ICT to SMEs
through its countrywide centres. Within this framework, there are 20 Enterprise Development Centres,
18 Technotogy Development Centres, 15 Regional Industry Development Centres, and 8 Incubators
Without Wall. Besides, initiatives towards the establishment and operation.of "Synergy Focuses” have
been launched in 2004 to generalise services and supports given to the SMEs. Synagy Focuses are
established in cooperation with the Chambers of Industry/Commerce, Commodity Excthanges, Unions
of Artisans, Cooperatives of Artisans, Management Boards of Organised Industrial Zones and Small
Scale Industrial Estates and SME foundations and associations as an example of a new cooperation
model. Municipalities and universities may also participate in this model. As of September 2006,
Synergy Focuses are in function in 75 provinces/districts.

Technology Development Centres (TDC) functions as “Business Incubation Centres” aiming to
support technology oriented development. The main goal of TDC is to decrease the initial costs of
start-ups and failure risk of a developing enterprise. The major objective is integration of developed
enterprises which can cope with the market conditions to the market and creation of technology
oriented enterprises. The Public (KOSGEB)-University-Chambers of Industry Cooperation Model has
been applied in TDC. Management of TDC and decisions-on SME and R&D projects which will be
supported are carried out by the Boards composed of representatives of the KOSGEB, University and
Chambers of Commerce. It is planned that TDC will be specialised on sectoral bases [ater on.
Furthermore, -incubation Centres without Wall provide TDC services excluding office allocation.

Provinces appropriate for clustering have been defined based on the branches of business of 48.000
enterprises which have been defined as a result of the field survey conducted in the countrywide by
KOSGEB. In this respect, branches of business and clustering potential have been determined for 34
provinces.

When the problems of Turkish SMEs and possible solutions to these problems are evaluated the
following issues are important:
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good governance. Within this, it is also important to provide interaction and coordination with other
policy areas by considering the effects of the local characteristics which provide competitiveness.

Access to Finance

Another problem of SMEs in Turkey is insufficient access to the financial instruments. This problem
stems from the unwillingness of micro sized enterprises to use financial tools due to the harsh
conditions and insufficient numbers of financial instruments are available to suppert SMEs.

The results from a field survey on "Swull Enterprises Finance in Turkey", which was supported by
the European Union and Kreditanstalt fiir Wiederaufbau (KfW) and conducted by Banakademie
‘International in March 2005, highlighted the supply and demand side obstacles in SME finance. The
survey is very relevant in terms of its target group, region and theme thus the outputs of the survey are
extensively used in the relevant parts of RCOP.

The survey region (Batman, Diyarbake, Elaze-, Erzurum; Gaziantep, Kahramanmara-, Kayseri,
Samsun, Siirt, Sivas, Trabzon, « anlurfa and Van) substantially-coincides with the target regions of
RCOP. Ali the cities except Siirt are Growth Centres.

The study was conducted on 653 enterprises in thirteen pre-selected cities using a semi-structured
questionnaire. The focus was on small enterprises with iess then 50 employees. The small enterprises
in the sample employ 9 people on average: A large majority of the surveyed enterprises (72 percent)
are micro enterprises with 1 to 9 employees.

The study identifies the below mentioned obstacles in accessing finance:

- The collaterat requirements by commercial banks clearly- are the most striking basrier. An
overwhelming 83 percent of the enterprises quoted this obstacle either as the first, second and
third rank.

- Interest rates are the second major obstacle mentiored by over half (54 percent) of the enterprises.
The general view was that the interest rates were too high.

- Bureaucratic and cumbersome procedures on the side of the commercial banks were mentioned as
third major obstacle by 26 percent of the respondents:

Therefore, SMEs in Turkey are in need of additional financial resources to follow up new technologies
and implement medern busiress administration and management skills. Particularly, SMEs in the
manufacturing industry have difficulty in obtaining sufficient capital for their investments. This is also
relevant for the enterprises which are at the start-up phase. In this initial phase, the enterprises have to
provide equity capital from their own savings in the short run. In this context, insufficient capital
appears to be the fundamental bottleneck for start-ups.

Hrwiosior SRAAEe ponorallv AdAn nnt Aand ta 11ea finarncial smctrimmaonte cirnen ctrrmm cmblatoral ommm ke e
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Nevertheless, financial institutions and banks consider that the risk of SME financing is high whereas
its profit is low in Turkey. This leads to an ineffective and insufficient number of financial
instruments to support SMEs.

For instance, in terms of venture capital, there are 2 operational Venture Capital Investment Trusts in
Turkey. “I Venture Capital Investment Trust” (ISRISK) is a private company operational since
2001. The other one is a public incorporated company, X OBI Venture Capital Investment Trust
Inc. Co., which acts as an efficient risk capital intermediary in the Turkish financial market by
providing financial instruments for promising SMEs. According to the figures obtained from these
Trusts, the utilisation of venture capital by SMEs in Turkey is 2 % which is very low.

On the other hand, in terms of credit guarantee systems, the Credit Guarantee Fund Operating &
Research J.S.C. (KGF) is the single fund operating in Turkey since 1994. The main objective of this
Fund is to support SMEs by providing a guarantee for their financing and increasing the credit usage.
KGF acts as an intermediary organization-and makes it possible for SMEs with inadequate collaterals
to-apply for bank credits, increasing the number of customers for the banks and minimizing their risks.
By the end of 2005, KGF granted 81.8 million Euro worth of guarantees for 982 firms. According to
KGF figures, in 2005 85 % of the guarantees were granted for manufacturing industry while 5 % of
the total guarantees. were demanded for the Eastern Anatolian Region of Turkey.”

Another important SME financing instrument operating in Turkey is the Union of Turkish Artisans
and Craftsmen Credit and -Guarantee Cooperatives (TESKOMB). There are 921 Artisans and
Craftsmen Credit and Guarantee Cooperatives affiliated to TESKOMB. TESKOMB gives guarantees
to credits which are allocated to the artisans and craftsmen by Halkbank. The share of enterprises
given guarantees by TESKOMB to all enterprises is 12%.

There is not any micro loan mechanism operating in Turkey.

When all these aspects are taken into account not only from the SMEs point of view but also from
financial instruments in Turkey, it is clear that there is a need to improve the conditions of enterprises
in terms of access ta financial instruments, by establishing and/or supporting financing mechanisms.

Research and Development

Achievements realised in the industrial property rights are-also important for ensuring competitiveness
-and technological development. However, when the number of trademarks, patent and utility model
taken by the Turkish and European SMEs is taken into account, there are significant differences
between both parties.

Almost all patent applications are composed of foreign- applications and the registration rate of
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Table 43: Public Services Provided Electronically

e-Services for Business

Public Services Application in Turkey
1 Income taxes (Declaration, Notification e-Tax Return application (Notification, Accrual,
of Assessment) Payment)
; . Access to information (Job notification is provided but
2 Job search services by labour offices no Interactive services)
3 Public procurement Publication of call for tenders
e-Dectaration  {Sending Declaration, Collection
4 Social contribution for employees information, Debt, Accrual, Online Payment)
6 VAT (Declaration, Notification) e-Declaration (Notification, Accrual, Payment)
7 Registration of a new company -
8 Submission of data to statistical offices -
Notifications can be made via BILGE-EDI system
9 Custems declarations except for the documents requested by other public
sector bodies
10 rl;r;(\;rl:i?qrgmt-reiated permits (including Some required documents can be downloaded

11 Portal for Investment Advisory services

Invest in Turkey Portat (Investment advisory service
for foreign investors). It will be available online soon.

KOBINET' by KOSGEB (Information services, advice

12 SME portal ' and assistance services are provided for the business

cooperation services of SMEs by intermediary
organization, namely Information Providers)

In the light of above-mentioned issues, the main bottlenecks and shortcomings of Turkey in the field
of information seciety with regard to SMES can be summarized as follows:

Usage of the ICT has not been supported sufficiently to increase the economic development and
competitiveness of the SMEs.

In order to contribute to the participation of the. SMEs in the global markets, e-business and e-
commerce practices have not been highly introduced to the enterprises and-awareness in this field
has not been developed.

Regional Competitiveness Operational Programnme (2007-2009)
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2.1.5. Key Points of Socio-economic Analysis
The findings derived from the current socio-economic situation analysis are as follows:

- Macro-economic balances, which have significant effects on the development and the
competitiveness of the industry, have been developed independently from the priorities of the
industry.

- Investors do no possess sufficient information on target markets, investment areas and
production selection to participate in the value chain due to the weakness in the information
production in the public-private sector and in the communication mechanisms.

- Rival economies create competition pressure on the sectors which are the driving forces of the
export and empioyment of Turkey and constitute the competitiveness advantage of the some
regiors.

— Imbalances in the spatial distribution of the manufacturing industry.enterprises affect regionai
development disparities, it is necessary to support the factors which create the competitiveness
in each region by mobilising their indigenous potential.

— Imported raw material demand of the production structure is increasing; technological
progress and productivity increases based on the innovation have not been spread.

- Positive externality relationship does not represent a common structure in the integration of
the main-supply industry, positive correlation has not been ensured between the production
increases and the employment.

— Institutionalisation and cooperation networks have not been used at the level of firms i order
to exploit economies of scale.

— There are deficiencies in the physical and social infrastructure which are the main instrument
of the regional development and creation of the competitiveness.

— Productivity and the value added produced by the SMEs are low compared to the EU member
countries, the number of SMEs providing qualified goods and services in compliance with the
standards and using modern marketing toofs is insufficient.

— There is insufficient infrastructure, personnel and capital in terms of the R&D, innovation and
high tech usage of the public and the private sector.

— The usage of financial instruments among SMES is very low and-there is an urgent need for
the development and strengthening of the financing instruments towards SMEs.

- SMEs, which can/cannot compete, have not been supported sufficiently taking into account
their regions, sector and conditions, supports to the starts-up are insufficient.

~  Clusters aiming at the development of cooperation networks among SMEs and between SMEs
and large firms have not been broaden.

- Enterprises have difficulty im compliance with the environment, work safety, and hygiene
rules of the EU.

- Usage of ICT can not be supported sufficiently to increase the economic deveiopment and
competitivertess of the SMEs.

— Inorder to contribute to the participation of the SMEs to the global markets, e-business and e-
commerce practices have not been highly introduced to the enterprises and awareness in this
field has.not been developed.

- Insufficient protection, enhancement and commercialisation of natural and historical heritage.

— Lack of adequate infrastructure for diversification and geographical expansion in tourism and
economic benefits of tourism have not spread to all regions.

— Lack of effective promotion and marketing activities in the tourism sector.

-~ Tourism SMEs and facilities have difficulty in meeting the needs of their infrastructure.

In light of these findings, the analysis of the existing situation has identified intervention areas for
supporting the manufacturing and tourism enterprises. The issues in the scope of the Regional
Competitiveness Component have been assessed not only for whole Turkey but also for the 12 NUTS
Il Regions and 15 Growth Centres in accordance with the geographical and sectoral concentrations
and eligibility criteria.

Regional Competitiveness Operational Programme (2007-2009)
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As provided for in the MIPD and SCF, assistance under the RCOP will concentration on NUTS Il
Regions having a per capita income below 75% of Turkish average. Within these, the geographical
concentration will be based on 15 Growth Centres which are selected among the 12 NUTS Il Regions.
In this regard, the socio-economic situation has been elaborated in the scope of the macro-economic
background, demography, employment, foreign trade-and enterprises for both the whole of Turkey and
also for the 12 NUTS Il Regions and 15 Growth Centres. In the same way, at the sectoral level the
general picture of the manufacturing industry and tourism sector have been drawn and in thematic
terms R&D, innovation and knowledge society have been discussed by taking into account the
geographical, strategic and integrated approaches of national priorities, MIPD and SCF. In general
terms, the contribution of the 12 NUTS Il Regions and 15 Growth Centres to Turkey’s economic
indicators, and industrial development efforts have been discussed in this chapter. Furthermore, the
sectoral and scale based similarities and-bonds between production structures of those Regions and
Growth Centres have been evaluated in the socio-economic analysis section.

Map 5: 15-Growth Centres and 12 NUTS Regions

* 15 Growth Centres

As a result of those assessments, the set of medium-term needs and objectives of Turkey are as
follows:

— Improving-the Competitiveness of Turkey

— The establishment of networks and cooperation to provide positive externalities between relatively
developed regions and less developed ones

- More efficient usage of local potentials in order to reduce the emigration pressure stemming from
less developed regions over developed ones

- Reducing regional disparities among different development levels

— The establishment of infrastructure to ensure the transition from fow added value production to
medium and high production structure

- Improving existing capacity usage and productivity of the enterprises

— Development of infrastructure regarding R&D, innovation and technology usage and
transformation activities

- Providing the maximum benefit from R&D, innovation and technology transformation activities
and-commercializing those projects

- Increasing the interest of SMEs in R&D, technology and innovation activities

— Establishment of netwerks and clusters among enterprises and institutions serving them

- Promotion of new investments and entrepreneurship activities so as to increase the work force
participation rates

Regional Competitiveness Operational Programme {2007-2009)
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Improvement of tourism promotion and marketing activities and strengthening of tourism
infrastructure

Facilitating the access to finance

Using the potential for historical, cultural and eco-tourism so as to revitalise the economic and
social potential of the regions

In addition, the set of medium-term needs and objectives considering regional, sectoral, thematic and
geographical concentrations for the 12 NUTS |l Regions including the 15 Growth Centres are as
follows:

Increasing the numbers of manufacturing and tourism enterprises in the region

Promotion of employment generating activities

Providing support services to start-ups through consultancy and seminar activities

Improvement of necessary physical industrial infrastructure

Providing information and consultancy services to the existing enterprises in the areas of
management, organisation, exporting, marketing, quality management, standardisation,
certification, productivity, branding etc.

Establishment of clusters and networks among the enterprises and institutions serving them
Establishment of infrastructure for the usage of R&.D, innovation and technology transformation
activities

Promotion of networking activities among universities, institutions and enterprises
Commercialisation of R&D and innovation projects conducted among universities, R&D
institutions and enterprises

Wide spreading of internet, websites and computer usage in business operations and transactions
Promotion arrd supparting of new and existing financing instruments for enterprises, start-ups and
Business Representative Organisations

Strengthening the different potentials of regions so as to create cooperation among different NUTS
Il Levels and consequently ensuring the establishment of instruments for convergence of regions
ta each other.

Ensuring the effective promotion and marketing activities in the tourism sectors

Supporting the renewal and landscaping activities of the tourism attraction points

Regional Competitiveness Operational Programme (2007-2009)
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2.2. Strategic Priorities

The set of medium-term needs and objectives derived from the socio-economic and SWOT analysis
forms the main intervention areas and strategies of the Regional Competitiveness Operational
Programime.

In the process of determining strategic priorities, key points of socio-economic analysis have been
identified and transformed into the SWOT analysis. Afterwards, the issues in the SWOT analysis have
been categorised ta clarify Asset Clusters from strengths and opportunities and Problem Clusters from
weaknesses and threats.

As this categorisation can be seen from Figure 16 some of those assets of the 12 NUTS Il Regions are
export capacity, market diversification and proximity to developing global markets, young population
as well as tourism potential and alternatives. These assets give rise to a strategy to maximise
opportunities based on promotion and diversification of production, marketing and exporting activities
of enterprises, inereasing number of start-ups through spreading of entrepreneurial culture; supporting
clustering activities among the enterprises and- institutions, enhancing promotion and marketing
activities of institutions and enterprises engaged in tourism, establishment of linkages between the
activities of universities and enterprises particularly for R&D and innovation, increasing usage of ICT
and e-commerce in business operations of enterprises.

As regards problems of the 12 NUTS: 11 Regions the main categorisation is in the areas of physical
infrastructure, utilisation of financial resources by SMEs and start-ups, weak clustering and
networking, insufficient consultancy services to SMEs and start-ups, deficient R&D, innovation
activities, insufficient infrastructure/renovation supports in the tourism sites, inadequate promotion,
marketing and commercialisation activities in tourism, low level of ICT usage in business operations,
unemployment and popufation growth rates. Similarly, these problems generate a strategy to minimise
threats leaning on. promotion and improvement of industry, R&D, innovation, ICT and tourism
infrastructure in the Region, development and promotion of new and existing financing instruments,
strengthening of skils and-entrepreneurial capacities of enterprises through ensuring information and
consultancy supports.

Strategies to maximise opportunities and to minimise threats based on strengths and weakness have
been converted into objectives. As can be seen from Figure 16 the main problem, hut at the same time
the asset of the 12 NUTS Il Regions is the young but unemployed population. The other key issue of
the Region is the inadequate number of business stock to employ this human capital and a low level of
added value produced from the existing ones. These facts of the Region have been developed into a
Global Objective of Regional Competitiveness Operational Programme as ‘Increasing Regional
Competitiveness by Supporting Enterprises._

Under this Global Objective, the specific objectives of the Regional Competitiveness Operational
Programme, which have been developed in the light of issues emerging from socio-economic and
SWOT analysis have come out as follows:

1-Enhancement of Physical and Financial Infrastructure

2-Increasing the Business Stock

3-Increasing Employment Creation Capacity of the Productive Sector
4-Enhancing Added Value of Production Base

Regional Competitiveness Operational Programme (2007-2009)
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These objectives targeting the NUTS Il Regions having a per capita income below 75% of Turkish
average and the 15 Growth Centres are in accordance with the eligibility criteria of the MIPD and the
SCF. Although these objectives have been designed for a specific group of regions of Turkey, they are
consistent with national policies and supports aiming at improving the overall competitiveness of
Turkey in globa! markets.

The primary national strategy document is the 9™ Development Plan {2007-2013) which draws a more
general framework on policies and strategies and determines priorities including industry and
enterprise related issues, and the Medium-term Prograrome (2007-2009). Increasing competitiveness is
determined as one of the- five development axis in the 9" Development Plan (2007-2013). In this
context, ensuring the shift to high value-added production structure in industry is targeted as a main
priority and related policies are specified.

The manufacturing industry is aimed to be the basic sector to drive economic growth, within an
outward oriented structure. In the Plan, specific elements of the policy are increasing exports,
promoting investrents, raising technological capacity-and R&D, increasing quality and productivity,
increasing skilled labour force, enhancing SMEs .and entrepreneurship, achieving sustainable
development and strengthening competitiveness.

Besides, these objectives are coherent with ‘Industrial Policy for Turkey (Towards EU membership)’
document and the ‘SME Strateqy and Action Pian®, which are in line with EU's enterprise, industrial
and SME policies and principles and The 9" Development Plan. , |

Likewise these objectives are in line with the strategies and objectives of the MIPD and SCF. (Table
44) As stated in the SCF, the priorities of Regional Competitiveness Operational Programme are as
follows:

Priority 1: Improvement of Business Environment
Priority 2: Strengthening of Enterprise Capacity and Foster Entrepreneurship

The main aim is reaching the gtobal and specific objectives through these priorities and measures
ilustrated in Figure 16. These priorities targeting chiefly manufacturing and tourism sectors
enterprises, notably SMEs located in lagging- behind regions of Turkey conceive-assistance so as to
create employment and to inerease the number of enterprises and added value produced by them and
finally to establish certain mechanisms to reduce regional disparities.

The priorities defined for implementation in less developed regions of Turkey aiming at reducing
internal regional disparities are tools for -providing positive contributions to the strengthening of
external competitiveness of Turkey. As these tools are supported primarily by focusing on the 15
Growth Centres to create multiplying and driving positive effects on surrounding regions, the gaining
of efficient results is more probably provided by expending their employment and business stock
capacity. The driving effect of Growth Centres is expected to be result in the establishment of similar
capacities and-skills-in the 12 NUTS || Regions by exploiting the experiences of Growth Centres. In
the general picture, the -employment of human capital and improvement of business skills of
enterprises in the Region bring about an acceleration to increase the competitive level of the Region
-and to lessen regional disparities. Consequently, these targeting developments in the Region can be
interpreted as the instruments to ensure the convergence of these regions with the developed ones and
finally convergence of Turkey with the EU.

“Macro” Scale Intervention Axis
The objective of the first priority is to support the activities of notably public institutions n the 12
NUTS I1 Regions and particularly in the 15 Growth Centres to establish the necessary industrial,

R&D, innovation, ICT and tourism infrastructure that is essential to provide appropriate ground to new
investments.

Regional Competitiveness Operational Programme (2007-2009)
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In this way, well established infrastructure facilities for the local and foreign investors in the
manufacturing sector, proper environment for R&D and innovation activities, promotion and
marketing supports for tourism investments will be presented. The new financing models and
promotion of existing ones will be ensured to the investors desiring to set up new businesses in the
Region or to the enterprises intending to expanding their business or to the ones demanding to produce
new products and processes. The measures under the first priority will be in line and will be
implemented in coordination with the industry, tourism and competition policies and activities applied
in other regions of Turkey. :

“Micro” Scale Intervention Axis

As regard the second priority, it is directly related with the activities of enterprises and comprises the
consuitancy services to the enterprises in the areas of management and organisation, internalisation,
quality and standardisation, marketing, exporting, setting up a business and entrepreneurship, access to
finance, branding, patent, technology transfer and utilisation etc.

The seeond priority aims to develop enterprises which are export-oriented, keep track with the
developments in global markets, intent to increase productivity and profit rates, are aware of the
importance of creating brands and providing certain quality, utilise marketing techniques and
information technologies in business operations. '

The fundamental objectives of both priorities are to attract new investments to the Region; to increase
the number of enterprises and start-ups, to escalate the employment rates, to reduce the emigration
from the region, and finally to strengthen the competitiveness of the region and hence decrease the
disparities.

Regional Competitiveness Operational Programme (2007-2009)
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Concentration Strategy of the RCOP

In the process of determining strategic priorities, key points of socio-economic analysis have been
identified and transformed into the SWOT analysis. Afterwards, the issues in the SWOT analysis have
been categorised to clarify the Asset Clusters from strengths and opportunities and the Problem
Clusters from weaknesses and threats.

Within the context of its logical flow, the RCOP identifies a global objective and a set of specific
objectives addressing the diagnosis derived from the socio-economic and the SWOT analysis.
Accordingly, a set of priorities, measures and eligible actions in compliance with the "g™ Development
Plan”, “Industrial Policy Docurnent for Turkey (Towards EU membership)”, "SME Strategy and
Action Plan”, and EU policies on enterprises, industry and SMEs-as well as the strategies and
objectives defined in the MIPD and the SCF documents.

However, the volume of funds available under the RCOP is not sufficient to have a- direct macro-
economic impact on regional development. Thus, it is essential to ensure a strong sectoral and
geographical concentration to achieve the highest impact in the areas of intervention.

The RCOP takes particular. care therefore to ensure a strong selectivity on the interventions, sectors
and regions to be supported in order to reinforce the efficient and effective use of funds through
sustainable measures.

In this regard, the concentration strategy of the RCOP is based on three pillars. namely: the
"Competitiveness Map", the "Sectoral Concentration Tables" and. "Growth Centre Classification”
which set out the principles for identification of criteria to be used in the selection of projects.

In addition to these three pillars, the RCOP attaches extensive importance to imfer-regional
cooperation and identifies two principles to prioritize this issue in the project selection level, the
interaction of growth centres' with their hinterland and the interaction of the target regions with the
rest of the country particularly on R&D, innovation and networking issues.

For all the measures under the RCOP, the call for project proposals will be non-restrictive and open to
all regions in-the target area. However, during the project setection phase, projects will be prioritized
-according to the detailed project selection.criteria based on the concentration strategy of the RCOP.

Competitiveness Map and Concentration Strategy for Interventions

The strategy for the concentration of interventions under the RCOP has been derived from the
Competitiveness Map of Turkey which was developed as an outcome of a common econometric
model.

This econometric model uses 42 different indicators (economic, demographic, social, employment,
tourism and other socio-econemic indicators) in NUTS |l level and identifies a competitiveness index
for each NUTS |l region by weighing each indicator with a certain coefficient according to its relative
tmpact on the competitiveness concept. As a result, a map which demonstrates different-level of
regions with different competitiveness has been formed.

The map, showing each NUTS |l region with a colour from lighter to darker which represents the
competitiveness level from the lower index value to higher, is used to identify five different areas
consisting of NUTS 11 regions with similar competitiveness levels. (See Map 6)

Different maps, comparing NUTS Il regions in terms of specific indicators individually like number of

manufacturing enterprises or number of projects submitted to 6" FWP and group of indicators like
financial or tourism indicators, have also been developed and analysed together with the

Regional Competitiveness Operational Programme (2007-2009)
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competitiveness map in order to get an idea about the potentials and needs of regions as well as the
eligible interventions to be supported in those regions.

Map 6: Competitiveness Map of Turkey

Basic infrastructure. entrepreneurship and start-up consuitancy and financial supports, inter -regional
and.inter-institutional partnership, tourism

Basic infrastructure, entrepreneurship and start-up supports and consultancy, diversified financial support
mechanism, interregional and regicnal partnership, inter-sectoral synergy., tourism

Training on export, productivity and product development, institutionalisation and ICT usage, technology
transfer and upgrading, certification and standardisation, credit guarantee system, , tourism,

— Clustering, new technologies, venture capital and credit guarantee system, certification and standardisation
i R&D and ICT usage, IPR,

-' mammp R&D. fnnovation, ICT infrastructure, international and interregionat synergy and partrership and IPR

Taking into account the competitiveness index and map, and the indicators regarding the “Leading
Industry Sectors in Provinces” (See Anmex 4 / Tables 53-54 "The Sectoral Concentration in
Manufacturing Industry in the 12 NUTS II regions and 15 Growth Centres) and income per capita
(Figure 1) for each NUTS il region, it can be stated that the target regions of the RCOP is lagging
behind from rest of the country in terms of industrialisation. Besides, there is a huge dependency of
the industrial enterprises on agricultural and raw material products in the target regions. (See Annex 4
f Tables 53-54)

When the structural unemployment, low employment generation capacity, low level of skilled labour
force, low fevel of export, high. dependency on imported inputs, insufficient usage of R&D,
innovation and technelogy, insufficient utilisation of financial_resources, production patterns and
created added value of the target regions are taken into account together, it is clear that the region has
lagged behind the rest of the country in terms. of regional development and competitiveness and is
subjected to the inter sectoral destructive competition.

Input costs are still high in production costs with strong predominance of low added value product
segments.

Even though the high dependency on the agricultural industrialisation has a high potential in job
creation, difficulties in capital formation still persist. Furthermore, the share of low technology
products both in total manufacturing industry production and in exports is still very high.

At the same time, technologic improvements/upgrading in the production process cause
unemployment in the target regions.

Regional Competitiveness Operational Programme (2007-2009)
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Concentration Strategy for Interventions

In order to establish the concentration strategy for the interventions of the RCOP, the competitiveness
map has been modified to show solely the target regions which consists of the NUTS |1 Regions
having a per capita income below 75% of Turkish average and three groups of regions having similar
competitiveness level have been identified. (See Map 7)

Map7: The Group of Target regions in terms of Intervention

These three groups of NUTS Il regions have been classified according to their level of
competitiveness, from the lower competitiveness index value to the higher, in order to identify specific
measures and interventions eligible for each group of regions.

Within this framework the RCOP mitially re-defined the target regions as,

TR-A1 )
TR-A2 |
TR-Bz 1\ Low Competitiveness (red)
TR-C2
TR-C3
-
TR-B1 Y}
TR-82 :
TR83 > Medium Competitiveness (green)
TR-90

-

TR-C1
TR-63 High Competitiveness (blue)
TR-72

This re-definition forms the basis for the concentration of certain measures of the RCOP in certain
areas.

Even though the development levels (current situation and potential) of the regions are not
homogeneous, classifying similar needs for different regions by using the above mentioned

Regional Competitiveness Operational Programme (2007-2009)



Republic of Turkey Ministry of Industry and Trade

methodology will lead to implement the measures in a similar way in the regions which have similar
problems.

Within this framework, the interventions of the Competitiveness Map, which cover “basic
infrastructure, entrepreneurship and start-up, consultancy and financial supports, inter-regional and
inter-institutional partnership activities”, will be intensively used in the low competitiveness regions.
Nonetheless, in order to increase the business stock, tourism activities shall be used as an alternative
method in the regions which do not have meaningful potential in terms of industry especially in
manufacturing. '

Besides, the interventions of the Competitiveness Map which aim to increase “the capacity of the
business representative organisations and inter relatiens among these organisations” will be supported
in order to meet the needs of the region. The establishment and improvement of networks among the
NUTS i regions or provinces in the low competitiveness regions such as common production or
marketing processes will be-supported,

Interventions which cover institutionalisation of enterprises, constiltancy- services on business and
product improvement, interregional and regional partnership which help sectoral transformation will
be intensively used. The activities regarding inter-sectoral partnership having potential for
development will be supported if they do not have a destructive competition character. According to
the tourism potential of the-regions, tourism activities may be supported in the rest of the NUTS II
regions in-the low competitiveness regions. '

In the high competitiveness regions, the measures aiming to increase added value and to cope with
international competition will be intensively used. The consultancy activities on increasing the
productivity, export capacity and basic infrastructure which will serve these kinds of -measures will
also-be supported.

The approach which is developed for the first programming period (2007-2009) may be reformulated
in future programmes, taking into consideration sectoral and regional needs. One of the major aims of
the intervention strategy is to support the regions by using different measure for different periods in a
complementary manner. '

From this point of view, it is fareseen that a mixture {combination) of the different measures shall be
used in a common region in order to improve the sectors and to increase the capacity of the enterprises
to cope with the market conditions and sectoral transformation as well.

Besides, it will not be the-right approach to put aside projects which are not in the-intervention sector
or eligible region for the measures concerned, but have utmost importance in achieving the targets set
out in the RCOP.

The regional and measure basis intervention strategy of the RCOP-is set out in the below mentioned
matrix. (SeeTable 46) Contributions of the sectoral, regiomal and local stakeholders have been also
taken into account and reflected in regional and measure basis intervention strategy of the RCOP. (See
Annex 2) With the development of this strategy, geographical concentration of the RCOP*s measures
has been ensured. According to this strategy, all the measures of the RCOP can not be implemented in
ail regions. In the geographical and sectoral sirategy development process, the socio-economic
analysis of the Programme was also taken into consideration.

In order to provide sectoral concentration, by using the NACE code system (not in sub sectoral
definition) the target sectors are listed in terms of NUTS 11 and province level in the tables mentioned
hereunder.

Therefore, the measures which are eligible for the related region will be intensively used by keeping in
view the sectoral intensity for each NUTS | region and provinces including Growth Centres.

Regional Competitiveness Operational Programme {2007-2009)
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The Concentration Strategy with its justifications is detailed further in Annex 5 - Table S3.

Strategy for Sectoral Concentration

The below mentioned Tables are prepared with the grouping approach of the intervention strategy.
The Table on Prioritized Sectors in the Target regions (See Table 47) COVers the NUTS Il regions
which are grouped in the low, medium and high competitiveness regions.

Strategy for Regional Concentration

Another critical issue on geographical concentration is to allocate the 70-80 % of the resources
through the 75 Growth Centres (K. Maras, Samsun, Kastamonu, Malatya, Elaze, Trabzon, Kayseri,
Sivas, G.Antep, Diyarbaker, < Urfa, Erzurum, Batman, Van, and Kars)-as mentioned in detail in the
SCF document.

Inter-Regional Concentration Strategy

In order to ensure close inter-regional cooperation within the target regions and between the target
regions. and rest of the country, the RCOP has developed an Inter-regional Concentration Strategy
based on two different principles. These are given below:

» Interaction of Growth Centres’ with their hinterland _
« Interaction of the target regions with the rest of the country particularly on R&:D, innovation
and networking issues.

These principles will be prioritized during the project selection phase.

As stated in the MIPD, while the RCOP measures will be mainly implemented in the 12 NUTS
regions giving particular importance to the 15 Growth Centres, this concentration shall not preclude
the implementation of measures supporting national policies and institutions or projects which have a
regional dimension and which contribute to enhance the competitiveness of the less developed regions.
Therefare, each region in the 12 NUTS |1 regions as well as the rest of the country will be eligible .
under Measure 2.2.

Within this framework, during the project sefection phase, priority will be given to integrated regional
development projects aiming to improve co-operation, networking and clustering between the target
regions and relatively developed regions of the country, especially in the fields of R&D, innovation
and technology usage under the RCOP measures “Improvement of R&D, Innovation, Technology and
ICT Environment and Infrastructure”, “Providing Basic information and Consultancy Support for
Enterprises”, " Strengthening of Cooperation in Industry Corporate Sector”.

Regicnal Competitiveness Operationat Programme (2007-2009)
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Table 47: Prioritised Sectors in the Target regions

SECTORS - LOW COMPETTTIV ENESS

Regional Competitiveness Operational Programme (2007-2009)

Provinees N
N ETICTRRIr. 2 Pieritized 3 Prioritieett 1Y P rioritized o
P rioritized - rreriise - ) Other priovitized
Seetor Sector Sector Sector Sector
Manufacture of Manufacture of Manufacture of
Erzurum food preducts wood and wood x::;a'::"" of chemical - -
an{ beverages products products
Manufacture of L I
. Mining and Growing of
TR-Al Erzincan food products and ? - - -
beverages quarrying vegetables,
‘Bayburt Manufacture of mﬂzgt:;g of food Mining and } . .
i plastics beverages quarrying
Manufacture of Manufacture of
A-re ‘food products and | wood and wood - - - -
beverages products
m:::)ctnre of Manufacture of Manufacture of
Kars non- food products and | wood and wood - - -
metallic mineral beverages roducts
TR-A2 products e P
ldr ?ggg”;agéﬂz;’:n 4 | Miningand Manufacture of wood | N )
beverages quarrying and wood products
Manufacture of | Manufacture of
Ardahan food products and | wood and wood - - - -
heverages products
Manufacture of Munufacture of Manufacture of
Van food products wood and wood other non-metallic - - -
and beverages products minersl preducts
Manufacture of Manufacture of N ¢
Mu- food products and | leather and leather :.fjn;:)aoc:jmeo%fu cts - - -
TR-B2 beverages products pr
Manufacture of Mining and-
Bitlis food productsand | o - t09 . - - -
beverages quarying
Manufacture of Manufacture of Manufacture of basic
Hakkari food products and |- wood and wood metals and fabricated | -- - -
1 beverages products metal products
Manufacture of Manufacture
Manufacture of Manufacture of .
~Diyarbak-r food products textile and wearing Mining and other ?un- ot_chemlc‘als Mnml.facture of
quarrying metallic mineral | and chemical machinery
and beverages apparel
 TR-C2 I products praducts
Manufscture of Manufacture of :{“m“::::: oil Growing of
. Urfa food products textile and wearing fnh:"i:cat ed ::al tabf pats - -
and-beverages apparel ] o vegetables, nu
products
Manufacture  of | Manufacture of food | Manufacture of basic
Mardin other non-metallic | products and | metats and fabricated | -- - -
mineral products | beverages metal
Manofacture of
Manufacture of Manufactore of . Manufacture
Batman food products other non-metallic x::::ﬁi:;d 2:::::::8 and wearing -
TR-C3 and beverages mineral products roducts apparel
Manufacture  of L Manufacture of other
«srnak food products and hﬂ'ﬂ"'n?n and non-metallic mineral | -- - -
beverages quarrying products
Manufacture  of | Manufacture of food !
Siirt other non-metallic | products and ':Iam::? cture wearing | __ E -
mineral products beverages ppa
---------------------------------------------------------------------------------------------------------------------------------- 84
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SECTORS - MEDIUM COMPETEVIVENESS

NETS I Provinces yanl it
1™ Prioritized b 3 P rioritised - 4. R .\”.“.u
Nector Prioritized Nector Prioritized Other priovitized
Seetor Sector Seetor
Manafacture
Manuofacture of .
Malatya food products ang | °f textile and - - - -
beverages wearing
apparel
Manufacture of Mannfacture
Elazee ?:::;ﬁ;;:::::n d Mining and other non- of machinery -
beverapes | quarrying metallic mineral | and equipment -
T‘R"Bl g pmdllcts n.e.c,
; Manufacture of gfah;u ;a:;ﬁjre of Farming of
Bingdi g‘;‘;"::um ad |\ etallic mineral | Animals i i i
g products
Manufacture of ﬁﬂuﬁg::{: of
Tunceli foed products and o fabricated - - - -
beverages an icat
metal products
Manufacture of Manufacture Manufacture of :Mining and
Kastamonu wood and wood of wearing food products quarrying - -
products apparel and beverages
Manufacture of
Manufacture of . Manufacture of -
TR-82 | Cankere food products and ma?h:i?t« and 1 textile and “:'J;T"?:"d - .
beverages Eq:cp wearing apparel :q ing
I Manufacture of Manufacture of | Manufacture of
Sinop other non-metallic | food products woed-and-wood - - -
mineral products and beverages products
Manufacture of . Manufacture of Magufacture
Samsun food products and h:;:';:c:::l machinery and of wood and - -
beverages 0 © equipment n.e.c. wood products
Manufacture of Manufacture of -
Tokat food products and | wood and wood Mu':m?:"d x;;?hcatweegr - -
beverages products Quarrying ng app
TR-83 Manufacture of m:grl:i;actu?ngf Manufacture of
Corum food products and i m:;{ other non-metallic | - - -
beverages ﬁ.qe’ cp minerai products
Manufacture of L Manufacture of
Amasya food products and hﬁ:'"?:nd machinery and - - -
beverages Quarrying equipment n.e.c.
Manufacture of Manufacture Manufacture of
Trabzen food products and | of wood and other transport - - -
beverages wood products | equipment n.e.c,
Manufacture of Manufacture of. Mining and ohfzgrurff;?m of
Ordu food products and | wood and wood qu arry?n g metallic mineral | — -
beverages progucts products
Manufacture of Manufacture of | Manufacture of
Giresun food-products and | wood and wood | machinery and - - -
TR-90 beverages protucts egquipment n.e.c.
Manufacture of xah;uﬁaoc;{.lre of Manufacture of
Rize food products and metallic mineral wood and wood - - -
beverages products products
Manufacture of Manufactwre of | Manufacture of
Artvin food products and | wood and wood | machinery and - - -
beverages progducts equipment n.e.c.
Manufacture of Manufacture of
Giimi-hane food products and :uﬂrar:':‘?:mre of | wood and wiood - - -
heverages products
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Manufacture
Manufacture of Manufacture of Manufacture of Manufactare of of chemicals Mining and
Gaziantep | textiles and textile | food products rubber and plastic fabricated metal and quarrging
products and beverages products products chemical
products
TR-C1 Manufacture of Manufacture of Manufacture of
Adsyaman | textilesandtextile | food products and chemicals and - - -
products beverages chemical products
Manufacture of Manufacture of Manufacture of
Kilis food products and | textiles and fabricated metal - - -
beverages wearing appeals products
| Manufacture |
Manufacture of Manufacture of | Manufacture of wood Maquacture of of rubber and
Hatay food products and | o siats and 1 products basic-metals and plastic -
beverages fabricated metat products
TR~-63 Manufacture of Manufacture of Manufacture of
K.Mara* textiles and food products fabricated metal - - -
wearing appeals and beverages products
Manufacture of Manufacture of
Osmaniye | food productsand | textiles and textile Mz“”fagé"re °(Lw°°d - - -
beverages products and wood prochucts
Manufacture of Manufacture of
Kayseri ;:::::;:::mﬁ textiles and machipery and - - -
_ textile products equipmnent n.¢.c.
Manufacture of -
TR-7 . other non- Mining and Manufacture of food Manu_l‘actun of
R-72 Sivas N products and machinery and - -
metallic mineral quarrying
products I beverages equipment n.e.c.
Manufacture of Manufacture of : Manufacture of
Yozgat food productsand | other non-metalic :ﬁ:l"t”f:tﬁ": ¢ g;&g;‘ 'es | basic metals and - -
beverages mineral products extile pr fabricated metal
* The provinces shown in bold marks are Growth Centres.
---------------------------------------------------------------------------------------------------------------------------------- 86
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3. Programme Strategy

In this chapter the priorities and measures of the Operational Programme for Regional
Competitiveness are analyzed in detail in terms of aim, specific objectives, rationale, description,
targeting, measures and delivery of the priority, eligible actions and selection criteria. The term
"target regions" which is used in this chapter corresponds to the 12 NUTS 11 regions including the 15
Growth Centres which are mentioned in the previous chapters.

3.1 Priority Axes and Measures

Aim

The purpose of this priority will be to create a better business environment, to increase the number of
new enterprises, enhance the productivity and the competitiveness of the existing enterprises and
contribute to- the overail rate of employment, by improving physical infrastructure and creating a
supportive environment for SMEs in the target regions.

Specific Objectives
The specific objectives of this priority are:

~ Enhancement and modernization of business infrastructure for enterprises to conduct business
activities in a better and convenient environment,

- lmproving the conditions of enterprises in terms of access to financial instruments by
establishing and/or supporting convenient financing mechanisms.

- Promoting R&D, Innovation and usage of technology, inctuding ICT and transfer of
knowledge, through infrastructure.

- Diversification and enhancement of tourism activities by means of supply and demand side
interventions, like revitalising, landscaping and promotion/marketing activities,

Rationale

Recalling from the study carried out in the previous chapter analyzing the socio-economical indicators,
the current situation is briefly defined as: the non-agricultural employment rate and the business stock
in the target regions are insufficient, except some special cases, and the existing enterprises are
operating with.low added value and low technology base.

The diagnosis, reached as an outcome of the socio-economical analysis and the SWOT analysis,
indicates. a quantitative and qualitative insufficiency in the physical and industrial infrastructure, low
utilization of technology and innovation in the management and production processes, low
cooperation, clustering and networking within and among the regions, low tourism activities, when
compared with the real potential, and inadequacy (and even market failure in some cases) in accessing
the financial instruments and consultancy services.

And finafly, the intervention strategy of the Operational Programme, designed in line with the outputs
of the socio-economic analysis including. the SWOT and the strategic priorities, sets out two axis of
priorities. This strategic configuration classifies the interventions under these two priorities according
to the type of intervention rather than their themes or sectors. Thus, both of the priorities include all
the target themes and sectors, however, this priority focuses on the business environment itself in a
macro scale, while the second priority deals with the enterprises individually.

Regional Competitiveness Operational Programme {2007-2009)
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In line with that strategic configuration and rationafe, this priority consists of four measures on
business environment and addresses the problems identified in the diagnosis on the target themes and
sectors of the OP. It is intended to provide a synergy among the priorities by means of macro scale
interventions of this priority and the micro scale interventions of the second priority.

Description

This priority will focus on the SMEs, particularly those operating in the manufacturing industry and
tourism sector in the target regions, to enhance the business environment by establishing a state of the
art industrial infrastructure, promoting R&D, innovation, usage of technology including ICT and
transfer of knowledge, supporting clusters, networking and cooperation activities between different
NUTS It levels and supporting various financial mechanisms, commercialization of tourism attraction
areas and promotion/marketing activities in tourism sector.

Within the aim of improvement of business environment with macro scale interventions, the eligible
interventions under this priority will be,

- Establishment of supportive industrial infrastructure, such as business and enterprise development
centres,, a broad-variety of shared utility facilities for SMEs,, one stop shops, information and
consultancy offices, training facilities,, ICT infrastructure and equipment as well as logistic
centres, etc.

- Establishment and/or supporting micro-loan funds, credit guarantee funds and equity finance
mechanisms, such as veriture capital funds, including seed capital and start-up capital.

- Establishment andfor supporting structures operating on the base -of high technology, R&D and
innovation, like Technology Development Zones (TDZs) and Technology Development Centres
(TDCs) and other special supportive structures like Technology incubators. without Wall (DTI),
Incubation Centres, Technology Transfer Centres, Excellence Centres, Innovation Relay Centres,
etc., as well as supporting the cooperation mechanisms like clusters of excellence and-networks of
R&D, innovation and-technology.

- Establishment and development of basic tourism infrastructure, through revitalising, landscaping
and commercialization of selected areas having potential for tourist attraction in terms of natural
and historical vaiues, eco-tourism, health and sports activities, etc., as well as supporting
promotion and marketing activities. Competitiveness-oriented infrastructure activities having
direct impact on the tourism attraction of the region and having a substantial effect to increase the
tourist arrivals will also be supported.

The flowchart for the activities of this priority is illustrated below.

Regional Competitiveness Operational Programme {2007-2009)
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Targeting
This priority is targeted at SMES operating particularly in the,
» Manufacturing industry and

= Tourism sector

located in the 12 NUTS Il regions having a GDP per capita (PPP) below 75 % of the national average
and particularly in the 15 Growth Centres.

Joint projects and networking activities implemented outside the target regions which support the
competitiveness of the target regions will also be eligible within the scope of this priority.

The concentration strategy for interventions, sectors and regions described m the Chapter on Strategic
Priorities will be-utilized as a strategic base for estabtishing selection criteria.

Measures
Measures under this priority are,
t. Development of Industrial Infrastructure

The aim of the measure is to improve the business environment by upgrading the quality of existing
business sites to intensify their use and te bring their supply more in line with demand.

2. Creation and Development of Financing Instruments.

The aim of this measure is to improve the conditions of enterprises in the lagging behind regions
suffering from insufficient access to finance by establishing and/or supporting -adequate financing
mechanisms.

3. Improvement of R&D, Innovation, Technology and ICT Environment and Infrastructure

The purpose of this measure is.to promote R&D, innovation, and usage of technology and transfer of
knowledge, to improve productivity and built a dynamic knowledge based economy.

The main intervention areas under this measure are: development of adequate infrastructure for R&D,
creatiion of a supportive environment for innovation, promotion of technology transfer and provision
of support for business to use new technologies, and commercialization of research, particularly
through the development of stronger links between business and Universities, R&D Centres and
among the regions.

4. |mprovement of Tourism Infrastructure, Promotion and Marketing Activities.

This measure aims to develop the competitiveness and employment and decrease regional disparities
through tourism diversification activities, revitalisation and landscaping of tourism attraction areas for
commercial use, and support for promotion and marketing activities.

Delivery of the Priority
The measures under this priority wil! be implemented through calls for proposals and/or procurement
contracts. As described in Article 158 of IPA Implementing Reguiation, projects submitted by national

public bodies and project proposals submitted following a call for proposals will be assessed or
selected in accordance with the below mentioned admission and selection principles.

Regional Competitiveness Operationai Programme {2007-2009)



Republic of Turkey Ministry of Industry and Trade

Strategic Criteria for Selection

Intervention Strategy - Projects will be assessed and graded in accordance with the
concentration strategy and limitations for interventions as described in Table 46 of the
Chapter on Strategic Priorities.

Sectoral Strategy - Projects will be assessed and graded in accordance with the concentration
strategy for industrial sectors as described in Table 47 of the Chapter on Strategic Priprities.

Regional Strategy - Projects will be assessed and graded in accordance with the regional
concentration strategy as described under the heading Regional Concentration Strategy of
the Chapter on Strategic Priorities.

Inter-Regional Cooperation Strategy - Projects will be assessed and graded in accordance with
the Inter-Regional Cooperation Strategy as described under the heading Inter-Regional
Cooperation Strategy of the Chapter on Strategic Priorities.

Other Criteria for Selection

Project maturity and readiness level.

Projects and applications from the Growth Centres will be given priority in order to achieve
the strategic target set out in the SCF to atlocate 70-80 % of the total budget of OP Regional
Competitiveness for Growth Centres.

Actions on networking activities and-joint actions between the target regionss and rest of the
country and operations taking place outside the target regionss will also be financed provided
that the target regionss, particularly Growth Centres are the main direct beneficiaries from
these actions and operations.

Measure specific criteria for selection are given under each measure.

Targets and Indicators

The indicators. for this priority are the sum of the indicators identified for the measures under this
priority.

Regional Competitiveness Operational Programme (2007-2008)
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Total Public Expenditure: 138,330,670 (euro) (2007-2009)
EU Support: 103,748,000 (euro) (2007-2009)

#

Ministry of Indusiry and Trade

Indicators Base Line Target ;Zgl;:t;iz::d
Outputs

75.000 m* (the

area of technical

and soctal 22 Shared facilities like labs,
1-Area of shared facilities established or 01Zs. 166 SSIEs | 10:000 m? workshops, packaging
supported and a'lso the area (additional) 1 facilities, machinery,

training/education facilities,
of 10 IGEMs and logistic facilities, etc

7 ISGEMsin the 9 Aas

target regions)

6 (incubators in | 10 {additional) 33";%?1”::;5?&? Oc:Tne
2-Number of service facilities established or | the target regions | (Incubators, offli:::es gu'siness and
supported of the RCOP) gzsstop shop, enterprise development

centres.

63.842 Million .
3-Amount of credit guarantee supplied for EUR. awarded ?gdg/ilt’ilg?;)EUR‘ [Base line data is from Credit
enterprises from credit Guarantee Fund Operating

guarantee fund and Research J.5.C. (KGF)

Data is colected from the
4-Amount of micro-loans supplied for 2 9 Million EUR 5 Miltion EUR. | statistics of Provinces which
enterprises ' " | (additional) have allocated micro-credit
schemes
5- The number of R&D and innovation related Technology Development
business sites rehabilitated or supported 4TDZs, 2 Zones (TDZs) are
established by the assistance
of MolT
6- Number of R&D related service facilities | 3 TDCs 2 Technology Development
rehabilitated or supported Centres (TDCs) by the
B assistance of KOSGEB
[ 7-Number of enterprises involved in assisted | _ 60 i
R&D projects
8-Number of joint projects realized by R&D | _ 15
institutions and enterprises
3 { Tourism attraction
9-Number of tourism sites enhanced through | O points/areas, excluding
renovation, rehabilitation or restoration historical and archaeological
' sites
Results

16.600 artisans

and 3500 SMESs

taking benefit 300 artisans and
1-Number of artisans and SMESs benefiting from common 400 SMEs Base line data is from the
from shared facilities established or supported | facilities of OlZs- (additional) General Directorate for

' and SSIEs, and QIZs and SSIES in Mol T,

ISGEMS in the

target regions

Regional Competitiveness Operational Programme {2007-2009)




Repubiic of Turkey

Ministry of Industry and Trade

2- Number of SMEs benefiting from service

350

As a base line, 175 out of
350 are only located in
existing ISGEMSs. There are

established in the region supported

sites enhanced

Aoy . 400 (additional) | also  laboratories  and

facilities established or supported regional industry
development centres for
common usage of SMEs in
the target regions
Approximately 30 new

3- Numnber of new enterprises established 0 300 (additional) | enterprises located in each

inside industrial sites which are supported existing ISGEMs/incubation
centres

4-Number of the employment generated in 0 The employment in existing

OlZs, SSIEs, ISGEMSs and incubators 1000 6 ISGEMS is 645.

supported by IPA.

57 rew SMEs set The breakdown of Credit |
up a business Guarantee for  Start-ups
thanks to the 60'mew SMEs | constitutes 22% in total

credit guarantee (additional) amount, the rest for the

fund in the target existing firms.
regions of the
5-Number of new enterprises setting up a RCOP
business via new financial instruments
Around 1000

people awarded
by the micro- 500 (additional)
credits in the

target regions. of

the RCOP
The breakdown of credit
6-Amount of credit quarantee allocated for 13.267 Million | 8 Million EUR. | guarantee for the
investments EUR. (additional) - investments is 43% in total
| amotnt
7- Number of R&D and innovation related 0 0 -
new enterprises established inside business
sites supported.
8-Number of patent applications resulted from 10 ftgfn daﬁ? cart gtte_stfpuowmi
assisted projects i ' e | SBUSLes o
Turkish patent Institute
2.233.673 1000 (addi.tional Ba;.e iIine is‘ the mémbﬁ_ chl
. - . T er LOLNiSm arrivals in alifie
9-Number of tourists visited the tourism att?action points | Establishments Licensed by
attraction points enhanced enhanced) the Municipalities in the
target regions
Number of -tourism SMEs
established in the city or
10-Number of new tourisrn enterprises 0 10 per tourism | cities as a result of increased

touristic attraction through
supporting touristic aspects
in those city or cities.

Regional Competitiveness Operational Programme (2007-2009)
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The aim of the measure is to create a more favourable investment environment for SMEs by upgrading
the quality of existing business sites, bringing their supply more in line with demand and supporting
the establishment of Common Facilities for SMES in convenient locations.

Specific Objectives
The specific objectives of this measure are,

- To enhance the industrial infrastructure for enterprises to conduct business activities in a better
environment, through establishment of common utility social, technical, production, storage and
ICT facilities,.

- To increase occupancy ratio inside the business sites, through attracting the enterprises to benefit
from the enhanced Synergy and the comparative advantage ef common use of advanced
infrastructure and high quality services inside the business sites,

- To contribute to the establishment of start-ups and increase the competitiveness of existing
enterprises, through establishment of business and enterprise development centres as well as one
stop shops, information and consultancy offices.

Rationale

This measure, which is one of the most significant intervention tools of the OP in terms of expected
impacts and budget, tackles with the improvement of industrial infrastructure which contributes to
facHlitate establishment, development and expansion of new and existing business.

In the previous chapters it was mentioned that macro level figures of the manufacturing industry are at
a very low level when compared with those of the developed countries. Although Turkey has natural
resources and raw materials for certain industrial sectors, the value added produced from these
resources is not sufficient and this situation is one of the reasons of the low competitiveness level of
Turkey compared to the EU Member States.

As mentioned in the socio-economic analysis, Organized Industrial Zones {(O1Zs) and Small Scale
Industrial Estates (SSIE) have presented a proper environment for industrial development through
their common infrastructure and waste water treatment facilities. There are 12 completed and 14 on
going O1Zs and 41 completed and 4 on going SSIEs, 91GEMSs and 6 ISGEMs in Growth Centres.

Additionally, substantial evidence is given in the socio-economic analysis on the fact that there are
enough numbers of completed and on going OlZs and- SSIEs which present proper mutual
infrastructure facilities for SMES’ investments in theT2 NUTS Il Regions_and in 15 Growth Centres.
The main problem in those regions for on going OIZ and SSIE projects is the completion of the
infrastructure construction and reaching the optimum occupancy rates of these zones by attracting the
interest of investors and creating new entrepreneurs. Otherwise, those zones and estates would be idie
and the transferred scarce public resources to build these zones can niot be exploited to the fullest. The
promotion of new investments and entrepreneurship in the 12 NUTS |1 Regions and in 15 Growth
Centres is important to take advantage of these investments in the OlZs and SSIEs, by increasing their
occupancy rates.

As a result of this diagnosis coming from the socio economic analysis, in order to Create a more
favourable investment environment for SMEs and to increase the added value produced and business
stock as well in the target regions, the RCOP will focus on upgrading the quality of existing business
sites, bringing their supply more in line with demand and supporting the establishment of business and
enterprise development centres, logistic centres and common utility facilities in various locations.

Regional Competitiveness Operational Programme (2007-2009)
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Such an approach will on one hand enhance the efficient and effective utilisation of the existing
infrastructure and on the other hand prevents the risk of financing investments with [PA which are
already being or that would otherwise be financed with national funds.

Description

This measure will be a supply side measure for upgrading the industrial infrastructure to provide an
advanced environment and high quality services for the enterprises to invest and operate.

The area of intervention for this measure will be to enhance “supportive infrastructure” inside or
- outside industrial sites, including soft actions where necessary, rather than supporting the
establishment of new industrial estates like O1Zs and SSIEs.

The main purpose of the industrial infrastructure is to provide better quality services and support
mechanisms in order to attract entrepreneurs to invest inside the industrial zones and increase the
occupancy ratios.

In this regard the main interventions of this measure will include the establishment of “supportive
infrastructure” like business and enterprise development centres,, a broad. variety of shared utility
facilities for SMEs,, one stop shops, information and consultancy offices, training facilities,, ICT
infrastructure and equipment as wel! as the logistic centres, etc.

The support under this measure will consist of investments on infrastructure and equipment like
establishment, improvement and refurbishment of buildings and purchase of laboratory devices,
machinery, ICT and office equipment etc. However, in order to increase the impact of the intervention,
advisory/consultancy services and publicity activities related with the implementation of project itself
will also be eligible to a certain proportion of the budgets of projects.

Establishment of shared social, technical, production and storage facilities directly relevant to the
environment of SMEs on a wide range of areas like common production, processing, packaging or
training workshops including machinery,, shared warehouses, design centres, common utility
laboratories or test equipment regarding the products or production processes, common social
facilities, training and internet access points, efc., shared ICT usage possibilities including software
and equipment regarding the production processes will also be financed under this measure.

This intervention may be implemented through larger projects financing the establishment of
integrated centres consisting of a convenient combination of the above mentioned facilities and
equipment inside the industrial sites or in the locations where SMEs are relatively condensed.

Such-an intervention witl, on one hand, allow SMES to benefit from the synergies produced by the
shared utilization of local infrastructure/services and develop a cooperation culture and, on the other
hand, contribute to facilitate establishment, development and-expansion of new and existing business.

Establishment of business and enterprise development centres (like IGEMs and ISGEMS) integrated
with support facilities for SMEs will be financed aswell under this measure for increasing the
business stock and added value produced by SMEs and. supporting start-ups.

Establishment of one stop shops, basic information support and consuftancy. centres inside the
industrial sites or in the locations where SMEs are relatively condensed will be another intervention
under this measure. '

Establishment of logistic centres for common commercial use in convenient locations like inside or

nearby industrial sites, nearby airports, harbours, main transport axis, etc. will also be supported under
this measure.

Regional Compelitiveness Operational Programme (2007-2009)
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Establishment of training and education facilities in order to provide necessary trainings on the
development of entrepreneurial knowledge and skills for SMEs will be supported in coordination and
close cooperation with the HRD OP through a Technical Committee which has been established with
the participation of the Operating Structures of both OPs.

Eligible Actions

This measure will include the following indicative activities,

- Establishment, improvement and refurbishment of social, technical, production, storage and ICT
facilities, and purchase of machinery, equipment, for common.use of SMESs.

- Establishment, improvement and refurbishment of one stop shops, information and consultancy
offices, etc.

- Establishment, improvement and refurbishment of business and enterprise development centres
like ISGEMs,

- Establishment of logistic centres for common commercial use in convenient locations like inside
or nearby industrial sites, nearby airports, harbours, main transport axis,

Admissien Criteria

Projects will be analyzed in terms of the nature of the interventions, project maturity and readiness,
eligibility of actions, eligibility of the region, budgetary limitations, eligibility of applicant or
beneficiaries, etc. as defined in the relevant parts of the RCOP and ineligible projects will be
-eliminated prior to the qualification and grading process which will be carried out in accardance with
the-selection principles.

The project proposals which pass the admission process successfully will be graded in accordance
with the below mentioned selection principles,

Strategic Criteria for Selection
The Strategic Criteria for Selection indicated for the priority will be applied.
Other Criteria for Selection

In addition to the criteria for selection indicated for the priority, the following measure specific criteria
will be applied forthe prioritization of the project proposas:

- Project maturity-and readiness

- Projects supporting the facilities intended to be used commonly by a wider range of beneficiary
enterprises.

- Projects enhancing the occupancy ratio inside the industrial sites, particularly the establishment of
common-technical and social facilities inside the industrial sites.

- Projects contributing to the overall employment capacity

- Projects supporting the innovative and high technology sectors.

Regional Competitiveness Operational Programme (2007-2009)



Rep'ubik: of Turkey Ministry of Industry and Trade

Projects contributing to the overall synergy with other measures, particularly the establishment of
common technical and social facilities encouraging the creation of clusters and networks as
described in measure 2.2,

Projects with environmental sustainability namely contributing to energy efficiency and use of

renewable energy.

- Projects supporting women and young entrepreneurs, disadvantaged persons and start-ups.

- Involvement of TOBB, TESK, sectoral foundations and associations, regional chambers of

industry and commerce, craftsmen and artisans.

- The administrative and technical capacity of the beneficiary to achieve the targets and the risks

faced by project.

- Projects seeking-complementarity and synergy with the other Community Programmes namely 7"

FWP and CiP.

Final Beneficiaries

Public institutions/agencies, business and enterprise development  institutions/centres managing
authorities of OIZs and SSIEs, national and regional chambers of industry and commerce, ‘unions,

foundations and associations.

Regional Competitiveness Operational Programme (2007-2009)
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Monitoring Indicators

Total Public Expenditure
EU Funding
Maximum Intervention-Rate- : 75%

Ministry of industry and Trade

: 34,582,668 (euro) (2007-2009)
: 25,937,000 (euro) (2007-2009)

Results

Indicators Base Line Target Definition and
assumptions
Outputs
1-Area of shared facilities established or supported | 75.000 m” (e | 10.000 m¢ | Shared facilities like:
area fffteﬁ!lﬁica! a;czl {additional ) Labs, workshops, packaging
social Taciiities In 52 facilities, machinery,
O, e e waining/education facilities,
IGEMs and 7 logistic facilities, etc.
ISGEMSs in the target
regions)
3-Number of service Tacilities established or | 6 (ISGEMSs in [ 10 {additional) ‘Service facilities like one
supported the target regions | (Incubator, one- | stop shops, information
of the RCOP) stop shop, eic.) offices, business  and
enterprise development

centres, etc.

OliZs, SSIEs, ISGEMs and incubators that
supported by IPA.

7-Number of artisans and SMEs benefiting from | -16.600  artisans | 300 artisans and Base line data is from the
shared facilities established or supported and 3500 SMEs | 400 SMEs General Directorate for
taking benefit from | (additional) OlZs and SSIEs in MolT.
common facilities of
O1Zs and SSIEs, and
ISC?EMs in the target
regions
2-Number of SMEs benefiting from service | 350 400 (additional) [ As a base line, 175 out of
facilities established or supported 350 are only located in
existing ISGEMSs. There are
also  laberatories  and
regional industry
development centres for
commen usage of SMEs in
the target regions
3- Number of new enterprises established: inside | O 300 (additional) | Approximately 30 new
industrial sites which are supported enterprises located in each
existing ISGEMs/incubation
centres
4-Number of the employment generated in | O 1000 The employment in existing

6 ISGEMs is 645.

Regional Competitiveness Operational Programme (2007-2009)
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The aim of this measure is to improve the conditions of enterprises in the lagging behind regions
suffering from insufficient access to financial instruments and inadequate financing resources by
establishing and/or supporting adeguate financing mechanisms.

Specific Objectives
The specific objectives of this measure are:

- To enhance the financial environment in the target regions through supporting credit guarantee
funds, micro-loan funds and equity finance mechanisms like venture capital funds including seed
and start-up capital and other forms of financial instruments serving the enterprises.

- To support the. enterprises’ business development projects and level of investment through
increasing their access to financial resources.

- To modernize the production infrastructure of enterprises through increased utilization of financial
mechanisms.

Rationale

The results from the field survey on “"Small Enterprises Finance in Turkey”, conducted by
Banakademie International in March 2005, highlights the supply and demand side obstacles in SME
finance as described in Chapter 2.1.2 on SMES The survey is very relevant in terms of its target group,
egion and theme, thus the outputs of the survey are extensively used in the relevant parts of the
RCOP.

The study identifies the obstacles in accessing finance as follows: the collateral requirement by the
commercial banks is.clearly the most striking barrier (an overwhelming 83 percent of the enterprises
quoted this obstacle either as the.first, second and third rank), interest rates are the second major
obstacle (mentioned by 54 percent of the enterprises, the general view was that interest rates were too
high), and bureaucratic and cumbersome procedures on the side of commercial banks (mentioned as
third major obstacle by 26 percent of the respondents).

As described in chapter 2 in the SMEs part and in the SWOT analysis, SMEs have difficuities in
providing the required guarantee or collateral because of their size, capital, organizational structure
and low levels of production. They prefer credit schemes applying low interest rates, requesting more
simple procedures and enough guarantees for credits. Naturally, this situation leads to a low level of
bank eredit utilization rates of SMEs. According to these figures, the ameunt of credits received by
SMEs in 2000 was 6 % while this figure has reached 24 % in 2006 thanks to the adjustments in the
regulations and SME definition made in the last 6 years. Considering the high costs -and tough
conditions of obtaining credit, as well as insufficient banking offer for small and medium-sized
enterprises, especially micro-enterprises, financial support for development of credit quarantee funds
and loan funds as well as equity finance and venture capital are of a major importance.

Limited access to institutional finance and technical assistance make it difficult for SMEs to improve
their operations. The existing incentive systems appear to be biased in favour of large-scale industries
and administrative complexities make it difficult for smaller firms to take advantage of such benefits.

It is also difficult to increase fixed capital investments due to moderate earnings, and since SMEs
possess small proprietary capitals, foreign sources are not easily accessible for them to obtain credit.
Even when they succeed in accessing external finance, interest rates are so high that they annul the
advantages of borrowing money.

Regional Competitiveness Operational Programme (2007-2009)
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Due to limited reserves of personal savings, inadequacy of the capital market and lack of venture
companies in the target regions, it is very difficult for SMEs to find investment capitals. Most of
SMEs work in risky areas with abundant competition. As a result, profitability is low, thus SMEs.
operate with low stock turnover ratios. This increases their demand for operating capital, in other
words, for short term funds. Another reason is that they generally have to provide credit to customers.

Due to the above reasons, SMEs are in need of shert and long term credit. However there are main
factors that restrict utilization of credit, such as eollateral requirements and- high cost.

In Turkey, banks tend to lend money not only on the basis of feasibility studies or work pfans of the
start up companies but they also ask to secure the return of the credit by guaranty. Because start up
companies usually do not have resources to give those guaranties this constitutes a major obstacle to
business development.

On the other hand, since banks favour commercial credit, there is limited credit available for fixed
capital investments by SMES. In addition commercial banks are reluctant to give loans to SMEs since
they find them risky and the majority of SMEs are not strong enough to meet the mortgage claims of
credit lending banks.

Another problem concerns securities. Since most of the SMEs do not maintain regular financial
records, commercial banks are not eager to provide them with guarantee letters in which case the
enterprises have to make cash deposits to secure transactions.

Description

The aim of this measure is to improve the conditions. of enterprises in the lagging behind regions
facing insufficient access to finance and inadequate financial instruments, through the.establishment of
and/or support to existing micro-loan funds, credit guarantee funds and equity finance mechanisms,
including venture capital funds, seed capital and start-up capitak.

Financial resources allocated to these-funds will be available for small and medium-sized enterprises,
particularly those operating in the manufacturing industry and tourism sectors in the target regions,
which have difficulties in accessing financial resources with affordable conditions. Thus, the regional,
sectoral and intervention strategy of the RCOP as-explained in the Chapter on Strategic Priorities will
also be taken into account by the funds supported under this measure while selecting the SMEs to be
supported.

As explained in the intervention strategy in the Chapter on Strategic Priorities, the financial
instruments supported under this measure will operate in the whole target regions

Also in order to increase the effectiveness of the financial instruments introduced, particularly credit
quarantee and-micro-loan mechanisms, and to encourage enterprises to use these tools, appropriate
precautions wil! be sought while designing the financial projects.

In order to increase the impact of this intervention, where necessary, advisory/consultancy services
and publicity activities related with the implementation of project itself will also be eligible to a
certain proportion of the budgets of the projects.

Eligible Actions

This measure will include the following indicative activities:

- Carrying out a needs assessment study to identify the mechanisms best suited to the needs of the
enterprises in the target regionss.

Regional Competitiveness Operational Programme (2007-2009)
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- Establishment (where necessary) and/or contribution of capital to credit guarantee funds, micro-
loan funds and equity finance mechanisms like venture capital funds including seed and start-up
capital and other forms of financial instruments.

- Where necessary, promotion of financing mechanisms through publicity instruments and
awareness raising campaigns as a component of the project in order to facilitate access to the
funds supported.

- Where appropriate, the projects under this measure will include advisory services to the
beneficiaries, publicity and networking.

Admission Criteria

Projects will be analyzed in terms of interventions, project maturity and readiness eligibility of actiors,
eligibility of region, budgetary limitations, €ligibility of applicant or beneficiaries, etc. as defined in
the relevant parts of the RCOP and ineligible projects will be eliminated prior to the qualification and
grading process which will be carried out in accordance with the selection principles.

- Contribution of IPA to the financing instruments will be allocated to SMESs established in the 12
NUTS Ii Regions, particularly the ones in the Growth Centres.

The project propesals which pass the admission process successfully will be graded in accordance
with the below mentioned selection principles,

Strategic Criteria for Selection
The Strategic Criteria for Selection indicated for the priority will be applied.
Other Criteria for Selection

In"addition to the criteria for selection indicated for the priority, the-foliowing measure specific criteria
will be applied for the prioritization of the project proposals:

- Project maturity and readiness

- Supporting the existing market-oriented funds where they pursue objectives compatible with the
objectives of the RCOP

- Where necessary, establishing new market oriented funds te pursue the objectives of the RCOP

- Existence of adequate-administrative and technical capacity of the beneficiary to implement the
project.

- Involverent of TOBB, TESK, sectoral foundations and associations, regional chambers of
industry and commerce, craftsmen and artisans.

- Projects seeking complementarity and synergy with the other Community Programmes
- Projects supporting women and young entrepreneurs, disadvantaged persens and start-ups.
Final Beneficiaries

Credit guarantee funds, micro-loan funds and equity finance funds like venture capital funds, seed
capital funds and start-up capital funds.
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Monitoring Indicators

Total Public Expenditure
EU Funding
Maximum Intervention Rate : 75%

Ministey of Industry and Trade

: 48,415,734 (euro) (2007-2009)
: 36.311,800 (euro) (2007-2009)

credit guarantee
fund

Around 1000
people awarded
by the micro-

have priority in
allocation of the
fund}

500 {additional)

Indicators Base Line Target Definition and
assumptions
Outputs
1-Amount of credit guarantee supplied for | 63.842 Million | 30 Million EUR. | Base line data is from.Credit
enterprises EUR. awarded | (additional) Guarantee Fund Operating
from credit and Research J.S.C. (KGF)
guarantee fund
2-Amount of micro-lcans supplied for | 2.9 Million EUR. | 5 Million EUR. | Data- is collected from the
enterprises {(additionat) statistics of Provinces which
has allocated micro-credit
schemes
Results
1-Number of new enterprises sefting up a | 57 new SMEs set | 60 new SMEs Credit Guarantee for Start-
business via new financial instruments up a business | (additional} ups constitutes 22%, the rest
thanks to the | (start-ups  will | for the existing firms.

credits in  the

target regions of

the RCOP ' -
2-Amount of credit-guarantee allocated for the | 13.267  Million [ 8 Million EUR. | The rate of credit guarantee
investments EUR. {additional) for the investments is 43%

AAAAAAAAAA
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The purpose of this measure is to promote R&D, Innovation and usage of technology and transfer of
knowledge to improve productivity and built a dynamic knowledge based economy.

Developing convenient infrastructure for R&D, creating a supportive environment for innovation,
promoting technology transfer and creating incentives for business to use new technologies and the
commercialization of research particularly by developing stronger links between business and
Universities, R&D Centres, etc. in the target regions are the principal issues focused under this
measure.

Specific Objectives
The specific objectives of the measure are,

- To contribute the commercial-oriented R&D activities of public and non-profit making
organizations and increase the utilization of shared R&D, Innovation and Technology
Infrastructure providing advanced environment and high quality services to enterprises,

- To promote the collaboration on R&D and innovation, transfer of technology through
establishment, development and operation of corporate networks and clusters among the public
sector, universities, R&D Centres and enterprises and connecting them to international networks.

- To contribute to the creation of new R&D jobs and-products for commercial purposes, increase
investments of enterprises on R&D, innevation, technology and knowledge.

- To improve the capacity of enterprises to utilize R&D results, innovation and technology
commercially for products, processes and services.

Rationale

One of the most effective tools to enhance business competitiveness and its sustainability is to support
R&D, innovation and technology due to their multiplication effect on the added value produced.
Developing a convenient infrastructure for R&D, creating a supportive environment for innovation,
promoting technology transfer, and commercialization of research particularly by developing stronger
links between Universities, R&D Centres and Business, and transfer of these capacities into the
lagging behind regions are the crucial areas to be focused on by policymakers in countries engaged in
technology-related development.

Establishment of a knowledge-driven and competitive business environment based on R&D,
innevation-and technology through enhancing the physical imfrastructure and cooperation activities
like networking/clustering and supporting technology based innovative enterprises aimed in that
measure will lead to a higher stream of revenue, productivity-and profitability of enterprises and thus
contribute to increase competitiveness, employment creation, new technology generation,
improvement in living standards and long-term economic growth,

As described in chapter 2 in the research and inmovation part and in the SWOT analysis, the capacity
of private and public sector for R&D, innovation and technology based activities is relatively low and
the number of enterprises, public and private institutions/agencies/research centres/universities etc.
carrying high-tech activities is insufficient in the target regions, Most of the R&D activities are
performed by universities and public research institutions. :
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Inadequate infrastructure and low number of enterprises engaged in R&D activities lead to low
participation of SMEs in Community Programmes such as 7 FP. On this account, supporting the
establishment of R&D and innovation infrastructure is of the utmost importance to provide
complementarity among different Community Programmes implemented in Turkey.

Similarly, cooperation between universities and enterprises are low and usually university and other
scientific institutions intensify their studies on theoretical subjects rather than commercially applicable
ones. Correspondingly, commercialization of research studies and joint projects are not supported
properly to obtain maximum profits. Another problem is that in the target regions there are not enough
R&:D, innovation and technology infrastructure, human capital and enterprises using technology. The
enterprises in the target regions are very much depended on classic production methods.

Therefore, establishment of networks and cooperation between the western regions where relatively
developed infrastructure exists and the target regions so as to transfer existing experiences, knowledge
and capacity to the lagging behind regions is of the utmost importance. Certain R&D and innovation
projects supported outside the target regions, which contribute to building networks between different
capacities and potentials of different regions to the benefit of the target regions should be supported.

Description

The interventions within the context of this measure will mainly focus on the industrial sites operating
on the base of high technelogy, R&D and innovation like Technology Development Zones (TDZs)
and Technology Development Centres (TDCs) and other special supportive structures established
inside or outside of those sites like Technology Incubators without Wall {DT1), Incubation Centres,
Technology Transfer Centres, Excellence Centres, Innovation Relay Centres, etc.

Broadening, improving and rehabilitation of the infrastructure imthese sites and supportive structures
and enhancing the quality of the services supplied through infrastructure and refurbishment
investments will be supported.

Establishment and modernization of technical facilities (like labs, workshops, etc.) not only inside
these sites but also in other possible locations (like Universities, etc.) will also be supported.

Support for cooperation mechanisms like clusters of excellence and networks of R&D, innovation and
technolegy among business and between businesses and public research/higher education institutions
in regional, national and international level will be eligible within the scope of this measure.

Infrastructure and refurbishment investments and activities supporting cooperation mechanisms,
clusters and retworks and other possible interventions will be applied outside the target regions
provided that the activity is a cooperation, networking or joint project supporting the competitive
position of the target regions.

Support under this measure will consist mainly of investments in infrastructure and equipment like
establishment, improvement and refurbishment of buildings and purchase of laboratory devices,
machinery, 1CT and office equipment and networks etc. However, in order to increase the impact of
the intervention, advisory/consultancy services and publicity activities related with the implementation
of the project itself will also be eligible to a certain proportion of the project budget.

Establishment, improvement and refurbishment of training and education facilities in order to provide
necessary trainings on the development of entrepreneurial knowledge and skills like innovation,
technology and R&D for SMEs will be supported in coordination and close cooperation with HRD OP
through a Technical Committee which has been established with the participation of the Operating
Structures of both OPs.
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Eligible Actions
This measure will include the following indicative activities:

- Establishment, improvement and modernization (including refurbishment and ICT infrastructure)
of R&D, technology and innovation facilities like Technology Development Centres (TDC),
Technology Development Zones (TDZ), technology incubators without wail (DTI), incubation
centres, technology transfer centres, excellence centres, etc.

- Supporting activities of public and non profit making institutions regarding commercial-oriented
R&D as well as collaboration on technology transfer, R&D and ICT usage through establishment
(inciuding infrastructure, refurbishment), development and operation of corporate networks and
technology platforms among public sector, universities, R&D Centres and enterprises and
connecting them to international networks.

- Establishment and modernization of social, technical and production facilities like labs,
workshops, machinery, training/education facilities, etc. in Technology Development Zones and
Technology Development Centres, Universities and in other possible locations.

- Establishment of one stop shops, information, consultancy, patent offices and other possible
common service facilities in Technology Development Zones, Technology Development Centres,
Universities, and other possible locations.

- Operations and investments outside the target regions provided that the activity is a networking or
Joint project supporting the competitive position of the target regions.

Admission Criteria

Projects will be analyzed in terms of interventions, project maturity and readiness, eligibility of
actions, eligibility of the region, budgetary limitations, eligibility of the applicants or beneficiaries, etc.
as defined in the relevant parts of RCOP. Ineligible projects will be eliminated prior to the
quatification and-grading process which will be carried out in accordance with the selection principles.

The project proposals which passes the admission process successfufly will be graded in accordance
with the below mentioned selection principles,

Strategic Criteria for Selection
The Strategic Criteria for Selection indicated for the priority will be applied
Other Criteria for Selection

In addition to the criteria for selection indicated for the priority, the following measure specific criteria-
will be applied for the prioritization of the project proposals:

-  Project maturity and readiness,

- Projects supporting facilities intended to be used commonly by-a wider range of beneficiary
enterprises

- Projects enhancing the occupancy ratio inside sites like TDZs and TDCs, particularly the
establishment of common technical, social and production facilities inside the sites

- Projects having high commercialization potential and joint projects between private sector,
universities and public institutions for R&D, innovation and technology transfer



Republic of Turkey

Ministry of Industry and Trade

- Projects with environmental sustainability namely contributing to energy efficiency and use of

renewable energy

- Projects supporting women and young entrepreneurs, disadvantaged persons and start-ups.

- Involvement of TOBB, TESK, TUBITAK, TTGV, universities, public research institutions,
foundations and associations for R&D, innovation and technology. regional chambers of industry

and commerce, craftsmen and artisans.

- Administrative and technical capacity. of the beneficiary to achieve the targets and the risks faced

by the project.

- Projects seeking complementarity and synergy with other Community Programmes like 7™ FWP

and CIP-

Final Beneficiaries

Public institutions/agencies, -managing authorities of Technology Development Centres and
Technology Development Zones, universities, scientific institutes and research centres, national and

regional chambers of industry and commerce, sector associations, foundations.

Monitoring Indicators

Total Public Expenditure
EU Funding
Maximum Intervention Rate : 75%

: 34,582,668 (euro) (2007-2009)
: 25,937,000 (euro) (2007-2009)

assisted projects

Indicators Base Line Target Definition and
assumptions

Outputs _

T- Number of R&D and innovation related 4 TDZs, 2 Technology Development

business sites rehabilitated or supported Zomes (TDZs) are
established by the assistance
of MolT

2- Number of R&D related service facilities 3 TDCs 2 Technology Development

rehabilitated or supported . Centres (TDCs) by the
assistance of KOSGEB

3-Number of Enterprises involved in assisted | - 60 Data can be detected from

projects the project reports

4-Number of joint projects realized by R&D | - 15 -

institutions and enterprises

Results

1- Number of R&D and innovation related [ O 70 _

new enterprises established inside business

sites supported.

2-Number of patent applications resulted from 10 The data can be followed

from the statistics of
Turkish patent Institute
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This measure aimes to develop competitiveness and employment and to decrease regional disparities
through diversification of tourism activities, revitalising and landscaping of tourism attraction areas
for commercial use and support for promotion and marketing activities.

Specific Objectives
The specific objectives of this measure are:
- To contribute to the competitiveness of Turkey through diversification of tourism

- To contribute to the employment rate, added value produced and the overall business stock by
creating a convenient environment for tourism enterprises

- To decrease regional disparities and enhance socio-economic development by creating a
favourable environment for tourism enterprises

- To provide a social and economic interaction inside and among the regions

Rationale

Geographical, thematic and seasonal diversification of tourism, particularly by enhancing the
afternative tourism activities and creating a consumer demand for regions having tourism potential
other than and in parallet with the Mediterranean and Aegeartcoastal line is of great importance for
increasing the overall competitiveness of Turkey and convergence of the less developed regions.

Tourism is a cross-cutting sector, invelving a large diversity of services and professions, finked to
many other economic activities. It impacts on sectors such as transport, construction, retail and on
numerous sectors that produce holiday products or provide leisure and-business travel related services.
Although some large intermational companies contribute to this sector, it is mainly dominated by
SMEs.

Utilization of the tourism potential of Turkey particularly in the lagging behind regions will contribute
to a balanced regional development and decrease the regional disparities significantly. Due to its
unique nature in terms of high employment generation capacity and-social interaction-effect within and
outside the region, the tourism sector is an effective and efficient tool to create a multiplier effect on
the economical and socia! development of the lagging behind regions.

However, public intervention is of great importance for preparing the potential tourism areas for
commercial use and developing their basic infrastructure, taking in to account the sustainability and
environmental aspects and creating a core entrepreneurial environment.

Description

This measure will have two main components, consisting of supply. side and demand side
interventions.

Establishment and development of basic tourism infrastructure, revitalising and commercialization of
selected areas having potential for tourist attraction in terms of natural and historical values, eco-
tourism, health and sports activities, etc. will be supported on the supply side. This component will
include preparation of these attraction areas for sustainable commercial utilization taking care of
environmental aspects. This intervention will have a significant impact to increase the touristic
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attractiveness of the regions and this supply side support wil{ lead to an increase in touristic arrivals
and as a consequence of this the business stock and employment in the tourism sector will broaden.
However, under this measure activities like archaeological infrastructure works, restoration of
historical ruins and buildings and similar activities which do not have direct impact on the
competitiveness of the target regions are ineligible.

Competitiveness-oriented infrastructure activities having a direct impact on the tourism attraction of
the region and having a substantial effect to increase tourist arrivals will be supported. Sound evidence
to achieve these goals will be important criteria for the selection of tourism infrastructure projects.

The second component, on the demand side, includes support for promotional.and marketing activities
to create a public awareness and tourist attraction regarding natural and Historical values, eco-tourism,
health and sports facilities, etc. of the target regions in national and where possible international level.
Demand side measures will be carried out mostly outside the target regions where the tourist demand
i strong however; the target regions will still remainthe beneficiaries of such actions.

Where appropriate, as a complernent, the projects under this measure will include advisory services.to
the beneficiaries, publicity and networking activities in order to increase the impact of interventions
under this measure.

During the implementation of this measure, the projects will be prioritised in accordance with the
priorities and long term plans of the Ministry of Culture-and Tourism.
Eligible Actions

This measure will include the following indicative activities,

Improvement of tourism attraction areas through revitalisation and landscaping and other relevant
infrastructure investments.

-  Establishment and refurbishment of tourism information facilities and centres.

- Support for promotion and marketing activities of public authorities and non-profit making
organizations including the utilization of all possible information and communication tools.

- Support for the organization of local tourist events like festivals, exhibitions, fairs, etc.

- Support for the organization of national and international seminars, congress, etc. and participation
in pational and international fairs.

Admission Criteria

Projects will be analyzed in terms of interventions, project maturity and readiness, eligibility of
actions, eligibility of the region, budgetary limitations, eligibility of applicants or beneficiaries, etc. as
defined in the relevant parts of the RCOP. Ineligible projects will be eliminated prior to the
qualification and-grading process which will be carried out in accordanee with the selection principles.

Project proposals which pass the admission process successfully will be graded in accordance with the
below mentioned selection. principles,

Strategic Criteria for Selection

The Strategic Criteria for Selection indicated for the priority will be applied. (The sectoral strategy is
not applicable for this measure)
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In addition to the criteria for selection indicated for the priority, the following measure specific criteria

will be applied for the prioritization of the project proposals:

- Project maturity and readiness,

- Competitiveness-oriented infrastructure and promotion/marketing activities having direct
impact on the tourism attraction of the region and having a substantial effect to increase the

tourist arrivals.

- Takingo into account of the priorities and long term plans of the Ministry of Culture and

Tourism

- The existence of adequate administrative and technical capacity of beneficiary authorities.

- Projects with environmental sustainability namely contributing to energy efficiency and use of

renewable energy.

- Projects supporting women and young entrepreneurs, disadvantaged persons and start-ups.

Final Beneficiaries

Ministry of Tourism and Culture, public institutions/agencies, national and regional chambers of

industry and commerce, sector associations, foundations.

Monitoring Indicators

Total Public Expenditure : 20,749,600 (euro) (2607-2009)
EU Funding- : 15,562,200 (euro) (2007-2009)
Maximum Intervention Rate : 75%
-Indicators Base Line Target Definition and
assumpfions
Outputs :
1-Number of tourism attraction points | O 3 Tourism attraction
enhanced ' points/areas are excluding
historical and archaeological
sites
Resuits
t-Number of tourists visited the tourism | 2. 233.673 1000 (additional | Base line is the number of
-attraction points enhanced. per tourism | arrivals in Qualified
attraction points Establishments Licensed by the
enhanced) Municipalities in the target
regions
2-Number of new tourism enterprises | O 10 per tourism | Number of tourism SMEs
established in the region thanks to supplying attraction points | established in the city or
support enhanced cities as a result of increased
touristic attraction through
supporting touristic aspects
in those city or cities.
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Aim

This Priority aims to improve the efficiency and added value produced by enterprises, enhance their
entrepreneurial capacity and increase the employment rate and owverall competitiveness of the regions
through the provision of basic information support and consultancy activities to SMEs, particularly
start ups and strengthening the clustering and networking activities in the target regions.

Specific Objectives

- Strengthening entrepreneurial culture and skills of enterprises and start-ups in a wide range of
themes by providing information support and consultation systems and organizing direct
information supply activities like seminars, workshops and business oriented specific
frainings. -

- Encouraging and strengthening cooperation in industry corporate sector through basic
information support, consultation activities and clustering and other possible forms of
cooperation.

- Improvement of R&D and innovation capabilities of enterprises and ICT usage in business
process through basic information and consultancy supports.

- Creating new.jobs, increasing the business stock and added value in the target regions through
supporting SMEs particularly start-ups.

Rationale

The diagnosis, reached as an outcome of the socio-economical analysis and the SWOT analysis shows
a quantitative and qualitative insufficiency in utilization of technology and innovation in the
management and production processes, insufficient access to basic information support and
consultancy services, insufficient access and use of financial instruments due to inappropriate financial
conditions, low level of start-ups due to insufficiency. in entrepreneur eulture and business skills,-low
level of cooperation, clustering and networking-opportunities within and among the regions.

Information support and consultancy services are effective tools which create a leverage effect and
concrete outputs for increasing the efficiency and added value produced by enterprises and -enhancing
their entrepreneurial and institutional capacities. Thus, public interventions to provide basic
information support and commercial consultancy services to individual enterprises will contribute to
the achievement of the global and specific objectives of the RCOP.

The studies on the needs assessment for Basic Infermation Support and Consultancy Services for
SMEs conducted by the National Productivity Centre in some of the provinces of the target regions
(Rize, Kahramanmara+, Ordu, Batman, Mardin, Diyarbaler, - anl-urfa, Yozgat, Malatya, Eaz- and
Ad-yaman) comprising 353 SMEs.and-according to the Field Study conducted by KOSGEB covering
50.000 companies throughout the country have shown that training and consultancy needs of SMEs
concentrate on the areas of: production planning and -control, sales-marketing and consumer
satisfaction analysis, productivity, quality management Systems, human resources management,
foreign trade, health and security at the work place, institutionalisation, management skills, CE
marking, standardisation, certification and accounting.

The role of the state in cluster development initiatives is quite important and the state may play a
catalytic role, to create an enabling environment/framework condition, and to facilitate exchange of
information between companies, universities, R&D institutes and NGOs. Cluster-based initiatives
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provide governments with a better perspective on the economic reality of their territory as well as: a
better understanding of the industry needs and direct dialog channels with the cluster firms. They also
represent a new way to create awareness of existing support programs to firms, business representative
organizations and associations in industrial sector, designing tailor made support for the industry,
involving private sector in their financing and management and coordination within different
Government departments to support the industry.

According to the intervention strategy of the Operational Programme, designed in line with the outputs
of the socio-economic analysis including the SWOT analysis and the strategic priorities, this priority
consists of two measures on strengthening of enterprise capacity and foster entrepreneurship. They
addresses the problems identified in the diagnosis on the target themes and sectors of the OP and are
intended to provide a synergy among the priorities by means of micro scale interventions of this
priority and the macro-scale interventions of the first priority.

Activities under this priority will enhance the ability of businesses in the targeted regions to
successfully deal with market- competition, by providing management, technological advice and
investment support. Activities under this prierity will aim to foster innovation and modernization,
entrepreneurship and business culture, expand existing business information and thus improve the
competitiveness of local companies, increasing job supply and incomes as well as to play a catalytic
role for clustering and networking activities of groups of enterprises.

Description

This priority consists of two measures, "Providing Basic Information and Consultancy Support for
Enterprises” and “Strengthening of Cooperation in Industry Corporate Sector”. They are composed of
two main types of interventions, basic information support and consultancy interventions. These
supports will be available to individual SMEs under Measure 2.1 and to clusters, networks and
business representative organizations under Measure 2.2,

This priority will serve the creation ef an entrepreneurial culture among SMESs and help them to take
advantage of external support on the basis of solid projects and work plans in their daily and future
business. These supports wili contribute tothigher participation rates of SMEs in other Community and
National Programmes.

Basic information support and consultancy support under this. priority will focus on a wide range of
themes (an indicative list is given under the description of the measures). However, an extensive
importance witl be given to,

- financial management, access to finance, development of investment projects, preparing
apphcations and business plans to access financial support, Community and national
Programmes and revolving finance instruments, screening possible financing sources
negotiating terms, etc. for individual SMEs in case of Measure 2.1 and

- successful clustering and networking practices, clustering and networking analysis,
preparation of action plans and preparation of the clustering and networking projects including
investment components, etc. for groups of SMEs in case of Measure 2.2

These themes for basic information support and consultancy will enhance enterprises’ utilization rate
of available public support as well as other Community Programmes. Thus, an extensive
complementarity among different components of this priority and the RCOP in a broader sense wi!l be
provided as shown in the flowchart below.
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Targeting

This priority is targeted at the SMESs operating particularly in the:
- Manufacturing industry and
- Tourism sector

located in the 12 NUTS |1 regions having a GDP per capita (PPP) below 75 % of the national average
and particularly in the 15 Growth Centres.

Joint projects and networking activities implemented outside the target regions which support the
competitiveness of the target regions will also be eligible within the scope of this priority.

The concentration strategy for interventions, sectors and regions described in the Chapter on Strategic
Priorities will be utilized as a strategic base for establishing selection criteria.

Measures
1. Providing Basic Information and Consultancy Support for Enterprises

The aim of this measure is to strengthen the entrepreneurial culture and-skills through consultancy and
information support activities for SMEs, particularly start-ups, on a set of themes.

2. Strengthening of Cooperation in Industry Corporate Sector.

The aim of this measure is to strengthen horizontal and vertical cooperation in industry corporate
sector “through consultancy and information support activities for clustering, networking and
cooperation activities, carried out by public institutions, business representative organizations and
sector associations.

Delivery of the Priority

The measures -under this priority will be implemented through calls for proposals and/or proeurement
contracts. As described in Article 158 of IPA Implementing Regulation, projects submitted by national
public bodies and project proposals submitted following calls for proposals will be assessed or
selected in accordance with the below mentioned admission and selection principles.

Strategic Criteria-for Selection

- Intervention Strategy - Projects will be assessed and graded in accordance with the
concentration strategy and -limitations for interventions as described in Table 46 of the
Chapter on Strategic Priorities.

- Sectoral Strategy - Projects-will be assessed and graded i accordance with the concentration
strategy for industrial sectors as described in Table 47 of the Chapter on Strategic Priorities.

- Regional Strategy - Projects will be assessed and graded in accordance with the regional
concentration strategy as described under the heading "Regional Concentration Strategy" of
the Chapter on Strategic Priorities.

- Inter-Regional Cooperation Strategy - Projects will be assessed and graded in accordance with

the Inter-Regional Cooperation Strategy as described under the heading "Inter-Regional
Cooperation Strategy"” of the Chapter on Strategic Priorities.

P
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- Projects and applications from the Growth Centres will be given priority in order to achieve
the strategic target of the SCF to allocate 70-80 % of the total budget of OP Regional

Competitiveness for Growth Centres.

- Actions on networking activities and joint actions between the target regionss and the rest of
the country and operations taking place outside the target regionss will also be financed
provided that the target regionss, particularly Growth Centres, directly benefit from these

actions and operations.

Measure specific criteria for selection are given under each measure.

Targets and Indicators

The indicators for this priority are the sum of the indicators identified for the

priority.

Total Public Expenditure: 37,386,668 (euro) (2007-2009)

measures under this

EU Support : 28,040,000 (euro) (2007-2009)
Indicators Base Line Target Definition and
assumptions
Outputs
27 (held in the | 15 (additional) Base line is from grant scheme
framework of programmes imptemented
1-Number of basic information support events Srr anrtamn? : heme gﬁﬁg}mfﬂm mﬁfm
held im‘ﬁmmed by (EADP) and TRA2, TR72,
SPO in the target msg and TRBI NUTS II
; Regions Development
regions of the Programme
RCOP)
| 1886 (in  the | 500 (additional) | Base line is from grant scheme
framework of programmes implemented
2-Number of interested people participated in I();rant Scheme ?,’iﬁﬂﬁi‘mf,““”” Pm‘;:::::‘:
basic information support events irzogll;?nn;ﬁlid by (EADP) and TRA2, TR72,
‘ SO in the targer TRS? ‘and TRBI NUTS I |
- ? | Regions Development
regions of the Programme
RCOP) ,
162 (in the target | 100 (additional) | Base line is. from the

3-Number SMEs assisted through consultancy
supports

regions of the
RCOP)

Around 55 SMEs
per year (in the
target regions of
the RCOP)

KOSGEB's data only for the
year 2006.

Base line is from thé National
Productivity Centre’s data
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existing or potential clusters/networks, and

Resulls

1737 (in the | 500 (additional) | Base line is from grant scheme
| framework  of programmes implemented

4-Number of interested people from Unions, | Grant  Scheme g‘mgigh Eﬂs‘emPr Anatolia
Business Representative Organisations and Programme (e" g}’"'i’;‘d TRAZ"&”;;";;
NGQOs participated in basic information implemented by TE‘R5w2 'ond TRBI D}UI:S i
support events SPO in the larget Regions Development

regions of the Programme

RCOP) ,
5-Number of consultancy activities for - 3

Business Representative Organisations.

1- Number of SMEs prepared basiness and
investment plans through information and

100 business and |
investment plans

supported or newly established networks and
clusters

consultancy support %zfared each .
2-Number of start-ups set up their businesses | - -
after participating in information support and 50

consultancy services

3- Number of networks/ ctusters started to 0 2 _
operate thanks to provided support '

4- Number of enterprises participating inthe | - 40

EEE
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The aim of this measure is to strengthen the entrepreneurial culture and skills through consultancy and
information support activities and to increase the investment capacity through facilitating access to
finance for SMEs, particularly start-ups, on a set of themes.

Specific Objectives

- To support and improve the entrepreneurial skills of SMEs so as to assist them in the
establishment of new business and expanding existing businesses, increasing the added value they
produce and thus strengthening their competitiveness.

- To improve the services and capacity -of public institutions and non-profit making organizations
supplying information and consultancy services to SMEs.

- To promote the investments of SMEs in order to enhance their production, marketing,
standardisation, branding, etc.

- To support enterprises to participate in Community Programmes so as to provide consistency and
complementarity with other Community Programmes and to increase the abilities of enterprises
for developing and implementing EU funded projects.

Rationale

As mentioned in the socio-economic analysis and in the SWOT analysis entrepreneurial and business
skills of enterprises are low. Most of them are family business suffering from quantitative and
qualitative insufficiency in utilization of technology and innovation, in management and production
processes, insufficient access to basic information support and consultancy services, insufficient
aceess and use of financial instruments due to inappropriate financial conditions, leading to a low level
of start-upsdue to insufficiency in entrepreneur culture and business skills.

This measure addresses the above mentioned shortcomings and uses basic information support and
consultancy services for SMEs inorder to tackle these problems.

Information support and consultancy services are effective tools which create a leverage effect for
increasing the efficiency and added value produced by enterprises.and enhancing their entrepreneurial
and institutional capacities. Thus, public intervention for providing basic information support and
commercial consultancy services for individual enterprises will contribute to the achievement: of the
global and specific objectives of the RCOP.

SMEs in the target regions face financial problems. including, inadequacy of funds for productive
sectors (illustrated in terms of the low bank deposits per capita and credits per capita compared to the
national figures}), inadeguacy in financial management of SMEs and lack of access to various sources
of funds and foreign financial markets. Therefore it is essential for the SMEs in these regions to -
receive adequate support for improvement of their standing in terms of access to finance.

Facilitating access to finance will increase the investment capacity of small and medium sized and
micro scale enterprises, namely through training and practical experience in generating and conducting
projects, improve their access to information sources and consultancy services. it will also stimulate
entrepreneurial activity by supporting start-ups through training and providing privately owned small
businesses with resources for physical investment and business support packages, including
marketing, management, technology transfer and innovation.



Republic of Turkey Ministry of industry and Trade

Description

As explained in the intervention strategy in the Chapter on Strategic Priorities, under this measure
basic information support and consultancy support will be extensively used in the target regions of the
RCOP '

Within the context of basic information and consultancy support intervention, the activities of public
institutions, SME support and development agencies and non profit making organizations will be
supported. Supply of equipment and external expertise related with the implementation of projects for
these institutions and non-profit organizations will also be provided.

This basic information support (seminars, workshops, awareness raising activities, etc.) and
consultancy activities will focus on a wide range of themes. Special emphasis will be given to the
activities on obtaining finance, development of investment projects, preparing applications, business
and investment plans for participatien in-Community Programmes and access to revolving finance
instrurnents, to increase the internal consistency of the RCOP.

The awareness and knowledge of SMEs about Community and National Programmes as well as their
participation is intended to be enhanced through basic information support and consultancy activities
regarding those programmies.

An indicative list of eligible themes for the basic information support and consultancy activities is
given below:

- Obtaining finance, development of investment projects, preparing applications, business and
investment plans for accessing Community Programmes and revolving finance instruments,
screening possible financing seurces negottating terms, etc. for individual SMEs

- R&D, intellectual property rights, innovation, technology transfer and usage, access to finance,
business plan preparation, strategic planning, management skills, marketing and market
development, branding, joint image, market research, access to market, advertising strategy
{(including product placement in foreign markets), product design and development, EU technical
legislation and free movement of goods, preparation of applications to EU
projects/programmes/schemes, business planning (notably for business start-ups and new
enterprises), completion of audits and preparation of feasibility studies, exporting, new
technologies, introduction of quality assurance, quality infrastructure, and certification systems,
conformity assessment and certification, e-business, ICT Usage in Business Process, environment,
efficiency awareness, productivity, quality management, standardization, innovative human
resources management, legal requirements on workers’ safety and health, obtaining certificates of
conformity for products, raw material, machines and equipment, control-measurement apparatus
and personnel, finance and all.kinds of engineering applications for manufacturing industry, etc
and tourism as well.

These main activities will be carried out independent from each other and the execution of one activity
will not be a prerequisite for the execution of the other activity. Also at implementation fevel,
participating in the basic informatior support activities or getting consultancy support is not a
precondition for an SME to get investment support under measure 1.2.

Eligible Actions

This measure will include the following indicative activities,

- Supporting projects of public institutions and non-profit making organizations to supply basic
information support for SMEs and particularly start-ups.

- Providing consultancy support for individual SMEs and particularly start-ups

- e



Republic of Turkey Ministry of Industry and Trade

- Facilitate direct investment support for SMEs and particularly start-ups through consultancy
assistance for accessing financing schemes under measure 1.2 (advice with money).

Admission Criteria

Projects will be analyzed in terms of interventions, project maturity and readiness, eligibility of
actions, eligibility of the region, budgetary limitations, eligibility of applicants or beneficiaries, etc. as.
defined in the relevant parts of the RCOP. Ineligible projects will be eliminated prior to the
qualification and grading process which will be carried out in accordance with the selection principles.
Project proposals which pass the admission process.successfully will be graded in accordance with the
below mentioned selection principles,

Strategic Criteria for Selection

The Strategic Criteria for-Selection indicated for the priority will be applied

Other Criteria for Selection

In addition to the criteria for selection indicated for the priority, the following measure specific criteria
will be applied for the prioritization of the project proposals:

- Project maturity and readiness.

- Basic information support projects contributing the overall employment capacity and
supporting the innovative and high technology sectors.

- Involvement of the Union of Chambers and Commedity Exchanges of Turkey, TUBITAK,
TTGV, universities, the foundations and associations for R&D, innovation and technology,
the sectoral associations and regional chambers of industry and commerce in the basic
information support projects.

- Consistency and complementarity of the basic information support projects with other
Community Programmes and OPs.

- Projects having high commercialization potential and joint projects between private sector,
universities and public institutions for R&D, innovation and technology transfer.

- Basic information and -consultancy support projects- will particularly focus on the below
mentioned enterprises, entrepreneurs and aspects:

- Enterprises operating in the Growth Centres in order to achieve the strategic target to
altocate 70-80 % of the total budget of the OP Regional Competitiveness for Growth
Centres.

- Start-ups

- Enterprises established inside the industrial sites

- Enterprises using high technology having R&D and innovation potential

- Projects having high employment generating capacity

- Women, young and disadvantaged entrepreneurs and other disadvantaged persons
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- Projects having elements/components for the environmental sustainability namely
contributing to energy efficiency and use of renewable energy will have priority.

- The administrative and technical capacity of the beneficiary enterprise to implement the
project will be taken into.account

Final Beneficiaries

Public institutions, agencies, research centres, universities, non-profit organizations, national and
regional chambers of industry and commerce, unions, associations and foundations, etc. and SMEs.

Monitoring Indicators

Total Public expenditure
EU Funding
Maximum Intervention Rate : 75%

: 22,432,000 (euro) (2007-2009)
: 16,824,000 (euro) (2007-2009)

Indicators

Base Line

Target

Definition and
assumptions

Ouiputs

27 (held in the

15 (additional)

Base line is from grant scheme

basic information support events

implemented by
SPO in the target

framework  of ?r:ograhmme; impignmr::;d
roul astern natolia
1-Number of basic information support events grranrtamnicheme Deveg:apmem Programme
held imoglemenled i (EADP) and TRA2, TR72,
plem Y TR52 and TRBI NUTS II
SPQ in the target Regions Development

regions of the Programme

RCOPY

1886 (in the | 500 (additional) | Base line is from grant scheme
framework  of programmes implemented
thro Eastern  Anatolia
2-Number of interested people participated in Errgg:amn?:heme ,,m”}i:,m,,, Progemnme

(EADP) and TRA2, TR72,
TR52 and TRBI NUTS I

3-Number of SMES assisted through

Regi Devel, t |
regions of the Pf,f;,?.:;m erelopmen
RCOP)

162 {in the target | 100 (additional) | Base |line is from the

regions of the
RCOP)

KOSGEB's data only for the
year 2006

consuitancy supports ' I
€y-Supp Around 55 SMEs Base line is from the National
per year (in the Productivity Centre's data
target regions of
the RCOP)
| i
Results

- Number of SMEs prepared business and
investment plans through information and
consultancy support

100 business and
investment plans
prepared  each
year (additional)

2-Number of start-ups set up their businesses
after participating in information support and
ensuring consultancy services

50
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The aim of this measure is to strengthen horizontal and vertical Cooperation in Industry Corporate
Sector threugh consultancy and information support activities for clustering, networking and
cooperation activities.

Specific Objectives

- Promoting the establishment of services and counselling activities assisting the launching and
development of sectoral and regional clusters and networks among enterprises.

- To enhance the productivity and added value of the enterprises and business representative
organisations through horizontal and vertical cooperation among the firms manufacturing
similar or complementary products inside the business sites

- Supporting and stimtating-the establishment of cooperation and netwoerks among public and
private institutions/universities/fNGOs/Unions serving SMEs.

- Providing. services and counselling activities to follow-up and mentoring of networks,
extension of existing networks as well.

- Providing_ information on networking and clustering to increase the awareness and knowledge
of enterprises, private and public institutions.

Rationale

Clustering and networking activities are not highly developed in Turkey as mentioned in. the socio-
economic analysis and in the SWOT analysis. Enterprises are not aware of the benefits of sectoral and
regional clusters. There is no efficient mechanism to stimulate networking among_enterprises and
institutions. Although particularly in the 15 Growth Centres there are sectoral concentrations in OIZ
and SSIEs within enterprises located in the same area, the networking among these enterprises has not
be stimulated. Similarly, there are some universities in the 12 NUTS II regions, but their cooperation
with each other and with other universities outside the target regions is too weak. Likewise,
cooperation between umiversities and institutions serving SMEs need to be developed. Even
networking between large companies and SMEs and also between suppliers and producers-need to be
improved to increase the added value they produce.

The impact of clusters on the performance of SMEs is one of the issues that are extensively studied in
the literature on SMEs. The advantages of having similar enterprises at the same location are
considered as motivating information exchange and subcontracting relations, transfer of experiences,
exchange of qualified personnel; and opportunities for provision of production inputs. In case that the
location is an industrial estate, these advantages will also include a better infrastructure, cheaper
energy usage and lower rents offered for workplaces.

Clustering and networking-activities, as described in the inter-regional cooperation strategy in the
Chapter on Strategic Priorities, between the target regionss and rest of the country as well as the
networking activities between the growth centres and their hinterlands will also be supported under
this measure.

Therefore, by means of this measure cooperation in industry corporate sector will be promoted. The
launching, establishment, continuity and extension of networks with other regions and countries,
notably with EU networks will be supported through providing consultancy services and investment
supports. The awareness of the enterprises and institutions on the advantages and importance of
clusters and networking activities to develop their business and to have power in policy making
processes will be promoted.
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Description

The main type of operations for this measure wiil be basic information support, consultancy services
and incentives to stimulate the establishment and improvement of networks and clusters among
enterprises, business representative organisations, universities, public and non-profit making
organizations serving SMES including supporting and organizing seminars and workshops to increase
awareness and knowledge of enterprises, private and public institutions on the importance of
networking and on Community networking programmes.

Support wili be provided to encourage public and non-profit making organizations both at national and
regional level as well as groups of enterprises through chambers of industry and trade, exporters’
unions sectoral enterprise associations and other possible collaborative organizations, to establish
and/or participate in the clustering and networking activities for common investments.

In addition to basic information support and consuitancy services for identified potential and existing
clusters and: networks, external expertise will be supplied for activities like identification, need
assessment, analysis and mapping of: clusters and networks as well as-developing roadmaps under the
projects.

These soft actions will be complemented with other incentives for a wide range of common actions
and investments of potential or existing clusters or networks like (indicatively) collaborative
promotion and marketing activities, branding activities, publishing catalogues and preparing websites,
participation in fairs, investments for software, equipment and common utility facilities, etc.

Eligible Actions
This measure will include the following indicative activities:

« Supporting activities of public institutions and non-profit making organizations to supply
basic infermation support and consultancy on clustering, networking and collaborative
activities.

« Supporting activities of public institutions -and non-profit making organizations on surveys
and identification, need assessment, analysis and mapping of clusters and networks as well as
developing cluster and networking roadmaps under the-projects.

« Direct incentives for common actions and investments of potential or existing structures of
business and industrial collaboration like clusters, networks and business representative
organisations etc.

Admission Criteria

Projects will be analyzed in terms of interventions, project maturity and readiness, eligibility of
actions, eligibility of the region, budgetary limitations, eligibility of applicants or beneficiaries, etc. as
defined ‘in the relevant parts of the RCOP. Ineligible projects will be eliminated prior to the
qualification and grading process which will be carried out in accordance with the selection principles.

Project proposals which pass the admission process successfully will be graded in accordance with the
below mentioned selection principles.

Strategic Criteria for Selection

The Strategic Criteria for Selection indicated for the priority will be applied

P
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Other Criteria for Selection

In addition to the criteria for selection indicated for the priority, the following measure specific criteria
will be applied for the prioritization of the project proposals:

Project maturity and readiness.

Prajects aiming at establishment and improvement of networks and clusters between the target
regions and the rest of the country as well as between the growth centres and their hinterland .

Projects aiming at establishment and improvement of networks and clusters in the Growth
Centres in order to achieve the strategic target of SCF to allocate 70-80 % of the total budget
of OP Regional Competitiveness for Growth Centres.

Basic information support projects which support the sectors showing a high geographical
concentration in the target regions.

Invoivement of the Union of Chambers and Commodity Exchanges of Turkey, TUBITAK,
TTGV, universities, sectoral associations and regional chambers of industry and commerce in
basic information support projects.

Projects seeking complementarity and synergy withthe other Community Programmes.
Projects targeting the establishment and extension of networks with EU Networks.

Projects with environmental sustainability namely contributing te energy efficiency and use of
renewable energy.

Projects including women and young enterprises and disadvantaged persons.

Final Beneficiaries

Public institutions, agencies, research centres, universities, non-profit making organizations, national
and regional-chambers -of industry and commerce, unions and.associations, etc. as well as clusters,
networks for enterprises and organisations of SMEs.

Monitoring Indicators

Total Public expenditure : 14,954,668 (euro) (2007-2009)
EU Funding : 11,216,000 (euro) (2007-2009)
Maximum Intervention Rate : 75%
-Indicators Base Line Target Definition and
assumptions
Outputs
1737  (in  the | 500 (additional) | Base line is from grant scheme
framework  of programmes implemented
1-Number of interested people from Uniens, | Grant  Scheme | ;‘)‘f deh i‘“"-”"ﬁ“""’"“
Business Representative Organisations and Programme eve-opme. ogramme
NGOs participated in basic information implemented by (EADP), TRAZ TR72, TRS2
- and TRBI NUTS II Regions
support events SPO in"the target Development Programme
regions of the
RCOP)
2-Number of consultancy activities for - 3
existing or potential clusters/networks, and

Business Representative Organisations.
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Results

1-Number of networks/ clusters started to 2 _
operate thanks to provided suppert

2-The number of enterprises participating in 40

the supported or newly established networks
and clusters
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Aim

The main aims of the Technical Assistance priority of the RCOP are to ensure the sound and efficient
implementation of the RCOP in accordance with |PA Implementing Regulation and to improve the
administrative capacity of the Operating Structure and the other institutions involved in the
implementation of the RCOP by supporting the preparation, management, implementation,
monitoring, evaluation, control, publicity and communication of the RCOP as well as to prepare sector
studies and a project pipeline necessary for planning interventions and future OPs.

Specific Objectives

- Provision of technical assistance in the preparation, management, implementation, monitoring,
control and evaluation of the RCOP,

- Preparation of a project pipeline both to be implemented under the present RCOP and the
preparation of OPs for the next programming period,

- Creating capacity of the Operating Structure and beneficiaries to manage and implement the OP,

- Providing IT infrastructure necessary for the management, implementation, monitoring and
controlling of the RCOP,

- Carrying out necessary activities to publicise the RCOP.
Rationale

The institutions in charge of the programme preparation, management, implementation, monitoring;
evaluation and control must be sufficiently prepared to ensure effective implementation of the RCOP
measures. The development of human resources to carry out tasks at all stages of management and
implementation is of paramount importance.

On the other hand, in order to be prepared for the next programming period and to ircrease project
absorption capacity particularly for the target regions, the preparation of sectoral studies and a
concrete project pipeline is crucial. Within this framework, under this priority, the establishment of
systems of management, implementation, monitoring, control and evaluation of the RCOP including
soft and hard IT infrastructure will-be supported and concrete project pipeline-will be prepared.

Descriptien

This priority will consist of two measures and three main types of interventions: establishment and
maintenance of the systems necessary for management, implementation, monitering, controlling and
evaluation of the RCOP including soft and hard IT infrastructure, provision of training, consultancy
and expertise, and covering the costs incurred during the programme and/or project promotion and
implementation processes.

As is mentioned in the Rationale, human resources, administrative and technical capacity of the
Operating Structure and other institutions involved in the implementation of the RCOP and solid
project pipeline should be developed in order to ensure the effective implementation of the RCOP.

Within this framework, support for the activities of the Operating Structure and other institutions
involved in the RCOP implementation will be the core of this priority. Training, consultancy and
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expertise support and where necessary equipment supply for the institutions involved in the RCOP
implementation will be provided.

Measures

Measure 3.1: Support to the OP Preparation, Management, Implementation, Monitoring, Control and
Evaluation

Measure 3.2: Publicity, Information and Promotion of the OP Measures
Delivery of the Priority

This priority will be delivered by the provision of training, consultancy and expertise, support for the
setting up of a computerised system for the Operating Structure-and the other institutions involved in
Programme implementation, expert support for thematic selection and evaluation of applications,
financing the activities of the Monitoring and. Project Selection- Committees; providing funds for
information and promotion activities and expert support for the Evaluation Team established within
the Operating Structure.

Total Public Expenditure : 11,216,000 {euro) (2007-2009)
EU Funding : 8,412,000 (euroc) (2067-2009)
Maximum Intervention Rate : 75 % (20067-2009)
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Specific Objectives

The specific objectives of this measure are to provide technical and financial support for the
preparation, implementation, monitoring, control and evaluation processes of the RCOP in order to
ensure effective implementation of the programme and effective use of the IPA resources.

This measure will also aim to develop a concrete project pipeline, which will be eligible for financing
under the RCOP, in accordance with the demand and needs of the SMEs (bottom-up approach) and to
increase the project absorption capacity especially for the target regions.

Furthermore, this measure will support the accreditation preparations of the Operating Structure which
will be carried out after the transition period.

Rationale

One of the major barriers in the preparation process of the. RCOP is the lack of a solid and concrete
project pipeline, which contributes to determine intervention areas and measures of the RCOP and
corresponds to the actual needs of SMEs. :

On the other hand, local public and private institutions, sectoral associations, NGOs do not have the
necessary capacity in the development and implementation of the projects. Enhancement of the
capabilities of the future beneficiaries to meet the requirements concerning the preparation of projects
eligible for co-financing under the RCOP measure is of significant importance.

The implementation, management, monitoring, evaluation and control of the {PA Funds utilisation
fequire an extensive and professional administrative framework. This applies both to the RCOP
Operating Structure within the MolT, and to the other institutions involved in the RCOP
implementation. Furthermore, effective tasks fulfilment connected with the implementation,
monitoring and control of IPA assistance within RCOP depends substantially on providing institutions
being in charge of the RCOP management and implementation with complete IT office equipment
including software as well as typical office equipment.

On the other hand, after the transition period, tendering, contracting and payment functions will be
carried out by the Operating Structure. In this respect, a Unit responsible for the implementation of
these functions will be established within the Operating Structure. In order to properly implement
these functions, the utmost importance should be given to the establishment of required institutional
capacity and development of skilled human resources as well as the reaccredidation of the Operating
Structure following the transition period.

Description

Within the framework of this measure, comprehensive support activities with regard to the
preparation, management, implementation, monitoring, control and evaluation of the RCOP as well as
the reaccredidation of the Operating Structure following the transition period will be provided
particularly focusing on the strengthening administrative, technical and human resources capacity of
the Operating Structure and other institutions involved in the implementation of the RCOP as well as
the nationat, regional, local and sectoral stakeholders of the RCOP.

Furthermore, purchase and installation of complete 1T devices and the other office equipment together
with the suitable software is planned within this measure.
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Eligible Actions

>

Support to the preparation of a project pipeline, in particular aiming at providing:

Consultancy and training in project preparation and implementation

Support to project formulation and development

Appraisal of project proposals received in terms of their eligibility under the RCOP
Implementation of studies as may be necessary for the implementation of the current OP and
for the preparation of future OPs,

Preparation of a list of projects eligible for financing under the RCOP

Carrying out researches, studies, surveys etc. with link to the strategic priorities of the
RCOP to support the implementation process of the RCOP

Providing assistance in the management process, in particular aiming at providing:

Assistance in appraisal of operations

Assistance in projects’ selection and verification process

Preparation of tender documents

Advice to the Operating Structure on improvements to the OP management and correctness of
operations,

Exchange of -experience for the staff involved in OP management through study visits and
internships,

Support to the preparation of training need analyses and development of training plans,
Remuneration costs for civil servants transferred to the Operating Structure ta implement the
tasks relating to preparation, selection, verification, implementation, audit and monitoring of
measures, and other employees dealing with performance of the above mentioned tasks,

Monitoring process,. in particular focusing on supporting:

Activities of the RCOP Monitaring Committee (including administrative costs, organisation of
meetings and other costs related to the Committee activities),

Providing expert services and training for the Monitoring Committee,

Providing expertise on improving the effectiveness of the monitoring system,

Preparation of the RCOP implementation reports by the Operating Structure,

Collecting data from monitoring sources.

The Control process, in particular aiming at:

Carrying out an external audit {organisational and financial) by independent auditors,
Carrying out on-site checks.

Evaluation:

Covering eligible administrative costs for the operations of the Evaluatiom Team within the
Operating Structure,

Costs related to the evaluations carried out by external evaluators,

Providing necessary trainings to the staff of the Evaluation Team.

Purchase and installation of hardware, software and other office equipment required for
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- Preparation and updating of necessary documents for accreditation,
- Providing expert assistance and trainings for the staff of the Operating Structure.

Final Beneficiaries

The responsible institutions for the implementation of this measure are the RCOP Operating Structure
(TA Team for RCOP within the MolT) as well as the national, regional, local and sectoral
stakeholders of the RCOP. :

Final beneficiaries of the measure are given below:

- RCOP Operating Structure,

- RCOP Monitoring Committee,

- Project Selection Committees,

- MolT

- Other institutions involved in the implementation of the RCOP
- Public Institutions,

- Universities,

- Local and regional authorities,

- Chambers of Commerce and Industry,
- OlZs, SSIEs, TDZs, TDCs etc.,

- NGOs,

- Sectoral Associations,

- SMEs

Monitoring Indicators

Total Public Expenditure : 9,366,000(eure) (2007-2009)
EU Funding : 7,024,500 (euro) (2007-2009)
Maximum Intervention Rate 175 %

MoiT, Monitoring

-Number of trainings organised for project 0 o4 S :
i . - 4 ystem, project and
preparation, formulation and |
implementation programme reports
Number of Monitoring Committee’s ] 0 6 gnyggm ;ﬁg;;?;mg

meetings assisted reports

MolT, Monitering
System , project and
programme reports

Number of controls on the place of 0 i 45
realisation of projects

MolT, "Monitoring

Number-of commissioned expertise, System final
10 :

OUTPUT
INDICATORS

analyses and studies 0 beneficiary, project and
programme reports
Number of study visits and internships 0 6/3 MolT. Monitoring

System
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Specific Objective

The objective of this measure is the implementation of the obligations arising from Articles 62 and 63
of IPA Implementing Regulation concerning the promotion of the RCOP and its operations and
informing entities interested in receiving support from the RCOP, as weil as the general public, about
the opportunities provided by the assistance and its outcomes.

Rationale

In order-to make the public more aware about the assistance given under the RCOP, information about
the Programme should be disseminated to the all interested parties and effective information
distribution channels should be established by the Operating Structure.

Description

Under this measure, potential and final beneficiaries of the RCOP operations will be informed about
the content, selection criteria and eligibility rules of the assistance offered by the RCOP through the
information events (such as conferences, seminars, fairs and exhibitions), publications (such as
booklets, leaflets and newsletters), electronic means (websites, databases for potential beneficiaries)
and/or audio-visual materials.

Eligible Actions

- Issuing and distributing information, promotional and educational material,

- Establishing a system for an on-going information about QP implementation, the changes
made and reallocations,

- Organising conferences, training and workshops,

- Setting up an information exchange system (through the Internet, media, brochures, folders,
CD etc.) for potential beneficiaries, economic, commercial, professional and other institutions
onthe contents of the assistance ard accessibility of the [PA funds-for implementation of
specific projects.

Final Beneficiaries
Final beneficiaries of the measure are given betow:

- RCOP Operating Structure,

- Other institutions involved in the RCOP implementation,
- Public and private institutions,

- Local and Regional Authorities,

- Universities,

- 01Zs, SSIEs, TDZs, TDC, etc.

- Chambers of Commerce and Industry,

- Sectoral Associations,

- NGOs,

- SMEs
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Monitoring Indicators

Total Public expenditure : 1,850,000 (euro) (2007-2009)
EU Funding : 1,387,500 (euro) (2007-2009)
Maximum Intervention Rate : 75 %

OUTPUT Number of publicity events (seminars, { 0 50 Nr‘gqémrm?g'tgg‘g System.
INDICATORS | conferences, meetings, workshop etc.) prog P

"Number of project proposals received MolT, Monitoring System,
ﬁ?&gons 0 {1500 " project and programme reports
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3.3. Horizontal Issues

The horizontal issues which will be integrated into all the priority axis and measures of the RCOP are:
equal opportunities for men and women, environmental protection, participation of civil society, and
geographic and sectoral concentration. The priorities and measures defined in the RCOP contribute to
the attainment of these horizontal objectives.

Equal Opportunities for Men and Women

In recent years, Turkey has accomplished an important progress towards improving women's rights,
especially in the legat framework. However an environment in which legislation can be implemented
has ot been fully created. The legislation should be backed up through concrete action plans, strong
institutions and sufficient resources.

Despite the positive developments and the legal guarantee provided by the Constitution and relevant
laws, the situation of women in Turkey, particularly in the 12 NUTS. || regions, remains a source of
concern especially in the fields of access to education and low participation rate in to the labour
market. Women are vulnerable to discriminatory practices due to their low level of educational
attainment. Full respect of women's rights remains a major problem, particularly in the poorest areas
of the country. '

Compared to the EU averages, in Turkey labour force participation rate and employment rate of
women is quite low. According to 2005 TURKSTAT data for the 15-64 age group, the male labour
force participation rate of 76.2 % is very close to EU25 average of 77.9 %, whereas female labour
force participation rate of 26.5 % is substantially lower than the EU25 average of 62.9 %.7

The major reasons of this huge gap between men and women in terms of employment and labour force
participatiomrates are:

- Long term and high unemployment rates in the country,

- The decrease in agricultural employment,

- Insufficient qualifications of women previously employed in the agricultural sectors to be
employed in non-agricuitural sectors in urban areas,

- Lack of opportunities to access child-care and elderly-care services.

Within this framework, women’s participation in the labour force should be encouraged and
substantial reduction in gender gaps in employment and unemployment rates should be achieved
through measures that facilitate their access to new jobs, financial instruments and consultancy
services. Women entrepreneurship will be encouraged via start-ups support and consultancy services.

Equal opportunities for men and women are addressed by all the measures of the RCOP and all the |
measures of the RCOP will contribute directly or indirectly to increase the employment rates of
wormen. '

The below mentioned measures will specifically address this horizonta! theme:

Measure 1.2: Creation and Development of Financing Instruments
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demonstrate that their projects do not infringe this horizontal theme, and special attention will be paid
to women entrepreneurship and employment.

Furthermore, the Operating Structure for the RCOP shall also consider a gender bafanced participation
in the composition-of the Monitoring Committee and Project Selection Committees.

Implementation of this horizontal issue will be monitored by the Operating Structure and the
Monitoring Committee for the RCOP during al the phases of the RCOP implementation.

Environmental Protection and Sustainable Development

One of the main sources of environmental pollution is industrial enterprises. Due to the
industrialisation and development, a substantial amount of industrial enterprises pollute the
environment by giving solid, liquid and gas wastes to air, water and soil without taking enough
preventions especiatly in production activities. Besides that, miscellaneous waste, residue and
emission charges which are given by various sectors show many differences. Nonetheless, produced
pollution shows differences according to the labour intensity, geographical concentration and the kind
of used energy of the sectors in their production process.

Most of the firms working in the manufacturing industry in Turkey are located in or nearby the big
cities, nearby the most suitable harbours, sea sides, river and lakeside that provide them to get rid of
industrial wastes with fow cost. Although Turkey had also put into operation-various international and
EU environmental regulations, because of the absence of sufficient waste treatment and storage plants,
the implementation of legal arrangements cannot be effective.

Other main problems of Turkey with respect to protection of environment which is the main condition
for sustainable development are the growth rate of Turkey, usage of relatively otd technologies, the
weight of labour intensive pollutant sectors like textile, leather, and chemistry in production.

One of the main tools. for solving these environmental problems is to provide for the development of
industrialization in controlled Organized Industrial Zones (O1Zs) and Small Scale Industrial Estates
(SSIEs). OIZs and SSIEs, which cover nearly 50% of the manufacturing industry enterprises in
Turkey, have important functions for centrolled development of industry, protection of environment
and production practices compatible with EU envirenmental norms,

Besides, OlZs, which are important in terms of regulating the relations between urbanisation and
industrialisation, offer considerable opportunities for controlling the negative effects of industry upon
environment, allowing for easier and less costty production and for benefiting from less -costly
infrastructure services-

93 OIZs have been completed by 2006. In these zones, it is necessary to develop Environmental
Management Systems based on scientific data in order to prevent the environmental pollution
generated from the OIZ’s wastewater.

Supporting OlZs, which are important-production and investment areas, in the direction of producing
environment management systems and taking into operation by establishing waste water treatment
plants is essential and important for removing unfavourable effects of development of manufacturing
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environmental standards will be given priority, including in improving energy efficiency and use of
renewable energy.

Furthermore, during the implementation of the RCOP, especially at the project selection phase,
compliance with the relevant environment acquis such as EIA, and avoiding negative impact on
potential Natura 2000 Sites will also be taken into account. According to the By-law on Environmental
Impact Assessment (EIA) which is in compliance with the provisions of the EIA Directive
(85/337/EEC), under no circumstances, the projects that are subject to EIA receive any incentive,
approval, permit, license (construction and utilization), credit or financial support unless the decision
“EIA Positive” is obtained from the Ministry of Environment and Forestry. Within this framework, the
projects that are subject to E1A will only be financed by the RCOP with the decision of "E1A Positive”.
During the implementation of the projects particularly in the implementation of the tourism
development projects under Measure 1.4 (Improvement of Tourism Infrastructure, Promotion and
Marketing Activities), the utmost importance will be given to the EIA and protection of potential
Natura 2000 sites.

Furthermore, under Measure 2.1, the RCOP will also promote the implementation of EMAS
(Environmental Management and Audit Scheme) on a voluntary basis by providing basic information
and consultancy support to the enterprises in the fields of environmental issues. including EMAS.

€Civil Society Involvement

Civil society has been involved in the preparation process of the RCOP from the very beginning. The
fist of the civil society organisations involved in the drafting process of the RCOP is given below:

- The Union of Chambers and Commodity Exchanges of Turkey (TOBB)
- Turkish Artisans and Craftsmen Confederation (TESK)

- Technology Development Foundation of Turkey (TTGV)

- Trade Unions (Management Board of the O1Zs and TDZs, eic.)

- Sectoral Assemblies via TOBB

- Regional and Sectoral NGO's (See Annex-1)

The above mentioned organisations have taken place in the RCOP Working Group which functions to
steer the OP's preparations. Furthermore, Management Boards of Organised Industrial Zones and the
companies operating in the Technology Development Zones have been consuited during the
preparation of the RCOP.

Furthermore, during the programming phase of the RCOP, local and regionai stakeholders have-been
also consulted. In order to give the opportunity to the local and regional partners.in the 12 NUTS |l
regions as well as the whole public in all over Turkey to take part in the preparation process of the OP,
a consultation process has been launched by the Mol T.

During this consultation process, format-{etters have been sent to all local and regional stakeholders
with the template Questionnaire on the RCOP. In order to support this consultation pracess and to give
necessary information on IPA process and the RCOP, a web page, which contains all relevant
information such as executive summary of the RCOP, Turkish translation of the draft RCOP,
freauentv acked auestions. final text of the MIPD. MIFF. SCF and IPA Requlations etc., has been
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Wider involvement of civil society and local and regiomal partners will be ensured in the
implementation of the RCOP. In this respect, relevant civil society organisations and regional partners
which will participate in the RCOP Monitoring Committee are also given below:

- The Union of Chambers and Commodity Exchanges of Turkey (TOBB)

- Turkish Artisans and Craftsmen Confederation (TESK)

- Technology Development Foundation of Turkey (TTGV)

- South Eastern Anatolia Project (GAP) Regional Development Administration

Geographic, Sectoral and/or Thematic Concentration

According to the geographical concentration principle in the MIPD, the RCOP will concentrate the
resources on the 12 NUTS [l Regions having a per capita income below 75% of Turkish national
average. According to the SCF, the majority of geographical concentration will be on 15 Growth
Centres which are selected among the 12 NUTS |1 Regions.

In terms of the sectoral concentration principle, manufacturing industry and tourism sectors are taken
into account by the RCOP because of their employment generation capacity, contribution to the
business stock and foreign revenues of the country as well as their importance in the SME
development in the country. Thematic concentrations of the RCOP are the SMEs operating in the
manufacturing industry and tourism sectors, R&D, innovation and knowledge society. These themes
are regarded as the major driving forces to increase the regional competitiveness of Turkey:

However, the volume of funds available under the RCOP is not sufficient to have a direct macro-
economic impact on the regional development of the targeted region. Thus, it is essential to ensure a
further sectoral and geographical concentration to achieve the highest impact in the areas of
intervention.

Therefore, the RCOP attaches significant importance to ensure a strong. selectivity on the
interventions, sectors and regions to be supported in order ta reinforce the efficient and effective use
of funds through sustainable meastres.

In this regard, the regional, sectoral and thematic concentration strategy of the RCOP is based on three
piltars namely, the "Competitiveness Map", the "Sectoral Coneentration Tables" and "Growth Centre
Classification” which set out the principles for identification of criteria to be used in the selection of
projects. :

In addition to these three pillars, the RCOP attaches extensive importance to infer-regional
cooperation and identifies two principles to prioritize this issue in the project selection phase: the
interaction of Growth Centres with their hinterland-and the interaction of the target regions with the
rest of the country particularly on R&D, innovation and networking issues.

As is stated in the MIPD, while the RCOP measures will be mainly implemented in the 12 NUTS I
regions giving particular importance to the 15 Growth Centres, this concentration shall not preclude
the impiementation of measures supporting national policies and institutions or prejects which have
regional dimension and which contribute to enhiance the competitiveness of the less developed regions.
In this context, during the project selection phase, priority will be given to inteqrated regional
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prioritized according to the detailed project selection criteria based on the concentration strategy of the
RCOP.

Good Governance

This horizontal principle will be respected during the implementation, monitoring and evaluation of
the RCOP. 1In this respect, transparent, objective and impartial implementation of IPA funds in the
RCOP, particularly in the selection of project proposals, will be ensured.

Non-Discrimination and Cencern of Disadvantaged Persons

Non-discrimination and equal opportunities for each individual are basically guaranteed in the
Constitution. In the Article 10 of the Constitution, it is stated that “All individuals are equal without
any discrimination before the law, irrespective of language, race, colour, sex, political opinion,
philosophical belief, religion and sect, or any such considerations. Men and women have equal rights
and the State-is responsible to implement these rights.”

[n this respect, the utmost importance will be given to this horizontal principle in all stages of the
implementation of the RCOP and the Operating Structure will guarantee the accessibility of all
disadvantaged persons to the information and support to be given under the RCOP without any
discrimination:

Participation of the disadvantaged persons to the implementation of the RCOP will be facilitated in the
all measures of the RCOP in the same way as the equal participation of men and women.

People with disabilities will also be taken into account in all actions under the RCOP in order to
facititate their participation in fufl equality with all other beneficiaries and to ensure they are not
discriminated because of their disability. In particular during the project selection phase, the projects
taking into account the disabled persons will be graded extra score.

Horizontal Indicators
Monitoring mechanisms foreseen in the RCOP, where appropriate; will also assess the results

achieved with-regard to the relevant horizontal issues. In order to-monitor the progress attained, the
foliowing horizontal indicators will be used:

MolT, Monitoring System, final
15% 1 beneficiary, project and
programme reporis

| Share of  enterprises and start-ups . receiving | 4
financial support owned by women

. “MolT, -Monitoring System, final
Share of-enterprises and start-ups owned by women |. 15% beneficiary, grqjggt and
RESULT using services provided by granted business support - programme reports
| INDICATORS | institutions
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3.4. Complementarities and Synergies with Other Forms of Assistance

Considering the limited budget allocated. from the IPA funds, it is essential to develop a selective
approach while determining the regions to implement the major intervention areas of the RCOP.

Overlapping avoidance and complementarities of interventions between the RCOP and other OPs as
well as the national and Community programmes are essential inensuring coherence and efficiency in
the management of financial assistance to be given under the RCOP.

3.4.1. Complementarities and Synergies with Other Operational Programmes

Within the framework of the above considerations, creating a synergy with the OP Transport, the OP
Environment, the OP Human Resources Development (OP HRD) and with the OP Rural Development
(OP RD) is particularly essential in order to increase the effectiveness of the interventions of the
RCOP. Major areas, which will ensure the complementarity and synergy between the RCOP and other
OPs are given in the Figure 17 and Table 48.

Figure 17: Complementarity of the RCOP with Other OPs
Regional Competitiveness OP
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In order to ensure complementarity and to avoid overlapping among the OPs, coordination
mechanisms have been established between the MolT and relevant Ministries responsible far other
OPs.

In this framework, & Technical Committee has been established with the Ministry of Labour and
Social Security to ensure regular dialogue and exchange of information on the interventions of the
RCOP and the HRD OP which require close cooperation. Within the framework of the Technical
Cornmittee, three meetings have been organised to date (on 5™ of October 2006, 3" of November 2006
and 29" June 2007). This Committee will also be responsible for ensuring coordination during the
implementation phase of the two OPs. In this respect, special attention will be given to ensure
coordination in the implementation of Measure 1.1 and Measure 1.3 of the RCOP and Measure 3.2 of
the HRD OP. Training and education infrastructure for SMEs will be established, improved and
refurbished under Measure 1.1 and Measure 1.3 of the RCOP, while Measure 3.2 of the HRD OP will
provide necessary trainings for SMEs. During the implementation of the OPs, coordination of these
actions will be provided by the Technical Committee.

The-further interaction and synergy with the HRD OP are given under Table 49,



