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Ernst & Young’s attractiveness surveys 
Ernst & Young’s attractiveness surveys are widely recognized by our clients, the media and major 
public stakeholders as a key source of insight on foreign direct investment (FDI). Examining the 
attractiveness of a particular region or country as an investment destination, the surveys are 
designed to help businesses to make investment decisions and governments to remove barriers 
to future growth. A two-step methodology analyzes both the reality and perception of FDI in 
the respective country or region. Findings are based on the views of representative panels of 
international and local opinion leaders and decision-makers.

Emerging Markets Center
The Emerging Markets Center is Ernst & Young’s 
“Center of Excellence” that quickly and effectively 
connects you to the world’s fastest-growing 
economies. Our continuous investment in them 
allows us to share the breadth of our knowledge 
through a wide range of initiatives, tools and 
applications, thus offering businesses in both mature 
and emerging markets an in-depth and cross-border 
approach, supported by our leading and highly 
globally integrated structure.

For further information on emerging markets, 
please visit: emergingmarkets.ey.comA
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Over the past decade, we have been 
asking international business leaders their 
thoughts about investment markets and 
exploring ways in which countries and 
regions around the world can improve their 
investment environment.

In our fi rst attractiveness survey on Turkey, 
we highlight the latest foreign direct 
investment (FDI) trends in the country, and 
ask investors what they think about the 
investment climate and the potential 
for Turkey.

In recent years, Turkey has overcome a 
series of political and economic challenges 
and is now enjoying a period of stable and 
solid economic growth. The country still has 
great untapped potential, with its economy 
set to grow at least 5% each year in the 
medium term.

Turkey’s world-class features include its 
strategic location at the crossroads of 
Europe, Asia and the Middle East, and the 
size of its domestic market. These strengths 
are attracting a number of investors, who 
remain confi dent about Turkey’s future. 
Indeed, over half of respondents to the 
survey are considering establishing or 
developing additional activities in Turkey 
over the next year.

Historically, Turkey has been reliant on 
the developed economies for a signifi cant 
portion of its trade and investment. 
However, Turkey is now looking to do more 
business with other parts of the world, 
including the Middle East, Africa and Asia. 
This shift in focus and capital fl ow will 
accelerate the investment and growth of 
Turkey. Important sectors for FDI span 
across manufacturing and services. 

Istanbul is the most preferred destination 
for investors in Turkey. Nevertheless, the 
Government has an opportunity to balance 
regional development by replicating similar 
growth in other cities and provinces. 
We can expect Turkey’s new investment 
incentive scheme and continued reform 
program to boost investors’ confi dence 
in the country further, and quicken its 
development into a regional and global hub 
for operations.

However, there are some key challenges 
to overcome. Turkey’s proximity to the 
political instability in neighboring countries, 
an ongoing account defi cit, as well as the 
need to accelerate its innovation and R&D 
capabilities, are all seen as factors that limit 
the country’s attractiveness for FDI. On 
the other hand, negotiations for Turkey’s 
accession to the European Union have 
brought much-deserved attention from 
international investors.

We hope that the 2013 Turkey attractiveness 
survey will help international investors 
understand the growth potential for Turkey, 
and inform your strategy for investments. We 
also encourage the Turkish Government to 
continue to remove the barriers highlighted 
in this report, which will spur future growth. 

We would like to thank all the business 
leaders and Ernst & Young professionals 
who have taken the time to share their 
views with us.

Jay Nibbe 
Area Managing 
Partner,
EMEIA — Markets, 
Ernst & Young 

Mustafa Çamlıca 
Country Leader, 
Ernst & Young Turkey

Bridging continents, connecting markets

Foreword
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Foreign investment:  
a story of growth  
and opportunity

Today, Turkey is one of the most attractive investment 
destinations for foreign investors. It benefits from a unique 
strategic location; a young, dynamic and skilled workforce; 
and a stable political and economic environment. Turkey 
received foreign investment inflows of only US$18m  
33 years ago when it started to host foreign investors.  
Now, the cumulative value of foreign investments has surged 
to US$138.3b.

While the aggregate volume of foreign investment inflows 
totaled only US$14.6b during the 80-year period from the 
establishment of the Turkish Republic to 2003, this figure 
rose to US$123.7b during the last decade. In other words, 
Turkey attracted 8.5 times more foreign inward investment 
over the last decade than it did in the previous 80 years.

Turkey now plays a significant role in the global economy and 
world trade, standing out as a promising emerging market 
alongside Brazil, Russia, India and China. This status is 
underpinned by its robust local market and young population.

Despite the global economic crisis and the political and 
social issues that have afflicted neighboring regions, Turkey 
exported more goods in 2012 than ever before. Total exports 
valued at US$152.6b were supplied to 241 countries and 
regions worldwide. The well-trained, loyal workforce played a 
notable role in achieving this success.

Turkey offers another layer of opportunity by serving as a 
frontier to other regions. Investing in Turkey means access to 
markets in Eurasia, Africa and the Middle East. A four-hour 
flight time from Turkey encompasses 56 countries, a region 
with 1.5 billion people and an export potential of US$10t.

Foreign investors have shown their interest in the advantages 
that Turkey offers. Among Turkey’s top 500 companies, 140 
of them − or 28% − receive backing by international investors.

Turkey is now a regional and a global power. It aims to 
become one of the top 10 economies in the world by 2023. 
To do this, it is targeting export volume of US$500b, GDP of 
US$2t, and GDP per capita of US$25,000. To reach these 
goals, investment of US$250b is planned in the fields of 
energy and transportation. 

Our new investment incentive scheme came into effect in 
June 2012. This will further accelerate foreign capital inflows, 
which will play an important role in reaching our 2023 goals 
(centennial anniversary of the Turkish Republic).

I believe that the new investment incentive scheme, which 
offers attractive incentives to local and international 
investors alike, will establish Turkey as a top-priority 
destination for foreign investors. 

I would like to take this opportunity to thank Ernst & Young 
for this in-depth analysis of the Turkish market in terms 
of FDI. I am confident this will be an asset to me and my 
colleagues in our efforts to raise awareness around our 
country and welcome international investors to explore 
growth possibilities in Turkey.

“Turkey stands out as  
a promising emerging market 
alongside Brazil, Russia, India 
and China.”

Zafer Çağlayan  
Minister of Economy, Republic of Turkey

Foreword
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Executive summary

1 Attracting interest  
across the value chain

FDI projects in Turkey cover the entire value chain. The country 
receives both industrial and services projects. Though services 
activity accounts for the most investment decisions, Turkey’s vast, 
cost-competitive labor force adds to its appeal as a manufacturing 
destination. 

• For more on activities in Turkey, turn to p.16

3 Opportunity spreads  
across sectors 

Foreign investors expect real estate, hospitality, construction, energy and 
heavy industries to drive economic growth in the coming years. However, 
between 2007 and 2012, knowledge-driven sectors such as business 
services, information and communication technologies, and financial 
services generated more than one-third of FDI projects in Turkey.

In 2012, according to Ernst & Young's European Investment Monitor 
(EIM) 2013, the top sectors that attracted the highest number of projects 
were business and financial services, and the leading sectors in terms of 
value, as per the Turkish Government, were manufacturing and financial 
intermediation.

• For more on FDI trends by sector, turn to p.18 and 46

2 Istanbul braced  
for competitive challenge

Istanbul is the city most favored by investors. It attracted over half 
of the total FDI projects that came to Turkey between 2007 and 
2012. Istanbul benefits from its advantageous geographical location, 
reasonably well-developed infrastructure and educated workforce. 
However, other cities such as Izmir, Ankara and Bursa show signs of 
investment growth.

• For more on Turkey’s FDI destinations, turn to p.37

Sales and  marketing

Research and development

Logistics

Testing and services Contact center Data center
94.1%

92.6%

3.6%

Headquarters
7.4%

1.4% 0.9%

8.1%

Industrials

Services

Strategic functions

Source: Ernst & Young’s European Investment Monitor, 2013.

Manufacturing +

+ + +

+

91.9%

4 Clearing the path  
to growth

Turkey’s future looks bright, but it needs to remove some barriers 
to investment. Businesses are more likely to invest in Turkey if it 
improves its education system, boosts innovation and makes its tax 
administration more efficient. To sustain its economic growth in the 
long term, the country needs to spread regional development beyond 
its traditional centers.

• For more on boosting Turkey's attractiveness, turn to p.34, 37 and 49

Source: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).

Reduce 
taxation

Boost
innovation

Balance
regional
development

Develop
skills

36%
demand improvement 
in corporate taxation

36%
ask for improvement
in innovation and R&D

26%
could not state preference 
for any promising city

18%
demand an improvement 
in labor skills

Source: Ernst & Young’s European Investment Monitor, 2013.

FDI in Turkey by destination FDI in Istanbul by activity

54.7%
Istanbul

85%
Services

9.3%
Industrial 
activity

6.0%
Strategic
functions

45.3%
Others

Investors see the future drivers of growth ...

... but in reality, knowledge-intensive sectors 
account for more than a third of projects (2007–12)

Real estate, 
hospitality and 
construction

Energy and 
heavy industry

35.0% 20.6%

Business 
services

16.7%
ICT

9.9% 9.9% Financial 
services

Source: Ernst & Young’s European Investment Monitor, 2013.

Source: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).
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Executive summary

6 A new hub 
for global business

More international investors are recognizing 
Turkey’s benefi cial geographical location and 
large domestic market. And this growing 
awareness is helping to drive FDI. Half of 
respondents plan to increase their future 
investments in the country. More than 80% 
expect Turkey to become a more attractive 
destination for investment between now 
and 2015. Looking further ahead, 44% of 
respondents expect Turkey to become a 
regional and global business hub in the next 
10 years. Strengths such as its location 
and large domestic market are helping 
Turkey to become a center of operations for 
multinational companies.

• For more on Turkey’s potential 
as an investment destination, turn to p.44

Source: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).

Turkey

Europe

Asia

Middle East

Turkey's geographical 
location and large domestic 
market drive its appeal as 
an investment destination.

5 Targeting 
FDI sources

Investors across the world recognize Turkey’s massive potential. However, most of the FDI it 
receives comes from developed countries. Turkey will progress more quickly if it can attract 
investment from emerging markets in areas such as Asia Pacifi c and the Middle East. More 
than half of investors plan to expand their existing operations in the country. Other preferred 
choices include JVs, followed by acquisitions and greenfi eld investments.

• For more on Turkey's sources of FDI and investment plans, turn to p.24 and 28

Turkey’s FDI sources 
(2012 projects share, %)

Source: Ernst & Young’s EIM, 2013.

Source: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).

Western Europe 46.3%

North America 14.7%

Asia Pacific 6.3%

Middle East 2.1%

Central and Eastern Europe 2.1%

Investment routes 
Preferred modes of investment

Extending existing operations 56.3%

Joint venture/alliance 11.5%

Acquisition 7.2%

Greenfield investment 7.2%

Ernst & Young’s 2013 Turkey attractiveness survey analyzes:
a) the real attractiveness of Turkey among foreign investors, based on FDI data from Ernst & Young’s EIM, which 
tracks greenfi eld FDI projects but excludes portfolio investments and M&A; and b) the perceived attractiveness 
of Turkey among foreign investors, based on a representative number of telephone interviews conducted with a 
panel of international business leaders.

• For more on the methodology, turn to p.54
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Turkey in context
A new world order
Turkey’s key economic data and its place in today’s global economy. 

Rapid-growth markets stay on 
a safe path
After the economic setbacks of 2011, the 
global economy began 2012 in recovery 
mode. However, a pickup in global economic 
momentum is now projected for 2013. Global 
growth will accelerate moderately from 3.2% 
in 2012 to 3.3% in 2013 and 4% in 2014. 1

The uptick in the world growth forecasts 
will initially be fueled by the rapid-growth 
markets (RGMs). RGMs, particularly those in 
Asia and Latin America, now enjoy relative 
stability on account of increasing intra-RGM 
trade and easing monetary and fi scal policy. 

1. World Economic Outlook, IMF, April 2013.

Growth in Asian RGMs will accelerate from 
6.4% in 2012 to 7.4% in 2014, while those 
in Latin America are set to speed from 2.6% 
in 2012 to 4.5% in 2014. In contrast, RGMs 
in Eastern Europe are expected to lag behind 
their Asian and Latin American counterparts, 
with countries, including Poland and the 
Czech Republic, expected to grow at just 
2.8% and 1.9%, respectively in 2014.2

Mature economies are growing 
slowly, but still account for 50.1% 
of global GDP
In contrast to the RGMs, the major 
advanced economies performed 

2. Ernst & Young’s Rapid-Growth Markets Forecast, April 2013.

disappointingly in 2012. This was driven by 
the recession in the Eurozone and Japan. 
Their recovery from recession will remain 
weak in 2013. However, improving bank 
balance sheets and stronger consumer 
fi nances have brought the US back on 
track. Overall, advanced economies will 
play a reduced role in the global recovery, 
growing at 1.2% in 2013 and 2.2% in 2014. 
Although growth in the major advanced 
economies has been much slower than in 
RGMs, they still hold 50.1% of world GDP in 
terms of purchasing power parity.3

3. World Economic Outlook, IMF, April 2013.

Source: World Economic Outlook, IMF, April 2013; Ernst & Young’s Rapid-Growth Markets Forecast, April 2013.

China

20132012 2014

United States

7.8%2.2% 8.2%1.9% 8.5%

India

5.0% 5.2%
7.2%

Poland

3.0%

2.2% 1.5%
2.8%

World

3.2% 3.3%
4.0%

RGMs

4.7% 5.1% 6.0%
South Africa

2.8% 4.0%
Brazil

0.9%
3.1%

Russia

3.5%3.4%

Czech Republic

1.9%

-0.5%
-1.2%

4.0%

Japan

2.0% 1.6% 1.4%

4.4%

Real GDP growth rates
(%)

Turkey

2.2% 3.5%
5.4%

2.5%
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Turkey in context Turkey’s fact sheet

Capital Ankara

Administration Turkey consists of 81 provinces

Bordering countries Armenia, Azerbaijan, Bulgaria, Georgia, Greece, Iran, Iraq, Syria 

Land area 783,562 sq km

Population (January 2013) 74.6 million (18th largest in the world)

Proportion of urban population in 
total (2012)

71.4% of total population 

Age structure (2012) 0–14 years (26.0%); 15–64 years: (67.9%); 65 and above (6.1%) 

Languages Turkish (official), other minority languages

President Abdullah Gul 

Prime Minister Recep Tayyip Erdogan 

Nominal GDP (2012) US$790.5b

Real GDP growth (2012) 2.2%

GDP per capita (US$ current prices) 
(2012)

US$10,595.2

Distribution of family income-Gini 
index (2012)

40.4%

GDP composition by sector (2012) Turkey: Agriculture (9.1%); Industry (27.9%); Services (63.0%) 
Indonesia: Agriculture (14.7%); Industry (47.2%); Services 
(38.1%) Vietnam: Agriculture (22.0%); Industry (40.8%); 
Services (37.2%)

Public debt (2012) 40.4% of GDP

Labor force (2012) 26.5 million

Unemployment rate (2012) 11.9%

CPI inflation (2012) 8.9%

Stock exchange Istanbul Stock Exchange (ISE)

Central bank Central Bank of the Republic of Turkey

Overnight interest rate 5% (January 2013)

Corporate income tax rate 20%

Individual income tax rate 15%–35%

State value-added tax Varies between 1%, 8% and 18%

Major international airports AtatŸrk International Airport (Istanbul), Sabiha Gšk�en 
International Airport (Istanbul), Esenboga International Airport 
(Ankara)

Major seaports Aliaga, Diliskelesi, Eregli, Izmir, Izmit (Kocaeli), Mersin (Icel), 
Limani, Yarimca

Major cities Istanbul, Ankara, Izmir, Bursa, Adana 

Time zone Two hours ahead of Greenwich Mean Time (GMT)

Currency unit Turkish Lira (TRY)

Sources: World Development Indicators, The World Bank, 2012; World Economic Outlook Database, IMF, 
October 2012; Ernst & Young’s Rapid-Growth Markets Forecast, April 2013; “Highlights,” Central Bank of 
the Republic of Turkey website, www.tcmb.gov.tr, accessed 7 January 2013; “TR-Snapshot,” Invest in Turkey 
website, www.invest.gov.tr, accessed 18 February 2013; “Income and living conditions survey, 2011,” Turkish 
Statistical Institute website, www.turkstat.gov.tr, 18 February 2013.

Turkey in the global context: the next 
European powerhouse
Turkey lies at the junction of Europe, 
Asia and the Middle East. This strategic 
geographical location, combined with 
massive domestic market and stable 
macroeconomic policy has enabled it 
to become the 18th largest economy in 
the world in terms of GDP. Turkey offers 
one of the highest risk-reward ratios to 
foreign investors and is now recognized 
as an economy with very high potential. 
The country is expected to grow at 3.5% 
in 2013.4 Its growth path also appears to 
be sustainable, and annual GDP growth 
should exceed 5% in the medium term.5

Despite these high growth numbers, a 
narrow current account deficit and high 
inflation are matters of concern for policy- 
makers. Nevertheless, over the past 
decade, the Government has been focusing 
on reducing both inflation and the budget 
deficit. Huge strides have been taken to 
bring inflation under control. It has fallen 
from around 25% in the early 2000s to an 
average of 8.9% in 2012. The Government 
has also made good progress in reducing 
the budget deficit, which is down to just 
2.1% of GDP in 2012.6 Global credit agency 
S&P upgraded Turkey's sovereign credit 
rating in March 2013, reflecting Turkey's 
economic resilience and dynamic economy.7 

4.  Ernst & Young’s Rapid-Growth Markets Forecast, April 2013.
5.  Ernst & Young’s Rapid-Growth Markets Forecast, April 2013.
6.  Ernst & Young’s Rapid-Growth Markets Forecast, April 2013.
7. “Turkish assets boosted by S&P rating upgrade,” Reuters 
website, www.reuters.com, accessed 9 April 2013.
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Beyond the BRICs: polishing the next rough diamond

The world has realized that the concept of 
emerging markets is not limited to the four 
large BRIC economies — Brazil, Russia, India 
and China. Turkey, along with others such 
as Indonesia, Vietnam and Mexico, has all 
the fundamental economic characteristics to 
lead the next wave of rapid-growth markets.

While the BRIC economies have recently 
enjoyed decent growth rates, this new 
wave of emerging markets has been 
preparing conditions that could deliver 
a faster pace of growth. Respondents to 
our 2012 Globalization Survey view these 
new emerging economies as the most 
competitive locations because of their 
access to nearby markets, their political 
stability and their transport and technology 
infrastructure.8 In the October 2012 edition 
of Ernst & Young's Rapid-Growth Markets 
Forecast, we have recognized Turkey, along 
with Indonesia and Vietnam, as particularly 
high-potential economies.

8. Looking beyond the obvious: globalization and new 
opportunities for growth, January 2013, Ernst & Young, 2013. 

Turkey’s main competitor for FDI is China, 
followed by Russia, Brazil and India. The 
BRICs remain a safe option in which to 
invest, but the momentum is shifting to 
other high-growth markets.

Turkey’s 2000–01 banking crisis was a key 
turning point in the country’s growth story. 
It was the catalyst for the drawing of a clear, 
medium-term economic roadmap, supported 
by sound structural reforms.9 Prior to the 
reforms, the Turkish economy was hampered 
by inadequate macroeconomic policies and 
a weak regulatory environment. The 2001 
reform program provided a fillip to the 
economy. Ten years on, Turkey delivered 
an 8.5% GDP growth rate. Productivity has 
improved markedly since then, with GDP 
per person, GDP per worker and industrial 
output per worker averaging 3%–3.5% 
growth. Macroeconomic stability has also 
helped the nation weather the global 
financial crisis.

9. Banking Sector Fragility and Turkey’s 2000–01 Financial Crisis, 
The Central Bank of Republic of Turkey, 3 March 2005, p.2.

Investors have confidence in Turkey 
and believe that it will maintain this 
performance in the long term. Our survey 
shows that only 12.3% of respondents see 
Turkey being surpassed by more dynamic 
countries by 2023.

Turkey’s competitors
From a general point of view, in your opinion, which other country is Turkey’s main competitor 
in terms of attractiveness for investment?

Source: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).

China 22.0%

Russia 8.2%

Brazil 6.4%

India 6.1%

Poland 4.3%

USA 3.9%

Germany 3.0%

Greece 2.9%

Egypt 2.9%

Bulgaria 2.5%

Ukraine 2.5%

Romania 2.1%

Mexico 1.8%

Korea 1.7%

Morocco 1.6%

Hungary 1.6%

Indonesia 1.5%

Thailand 0.9%

Singapore 0.9%

Japan 0.8%

Spain  0.7%

Portugal   0.7%

France 0.5%

Real GDP growth (% per year)

2012 2013 2014 2015

Turkey 2.2 3.5 5.4 5.2

Vietnam 5.0 5.5 6.9 7.1

Indonesia 6.2 6.1 6.0 5.6

Russia 3.4 3.5 4.0 4.1

Brazil 0.9 3.1 4.4 4.6

Source: Ernst & Young’s Rapid-Growth Markets 
Forecast, April 2013.

Turkey competes with 
other RGMs for FDI

58%  of respondents believe 
that Turkey competes with RGMs in 
investment attractiveness, while ...

20% feel it competes with the 
developed world.

Ernst & Young’s attractiveness survey  Turkey 20138
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A beacon  
of strength  
and stability 

Rifat Hisarcıklıoğlu 
President, The Union of Chambers and Commodity Exchanges of Turkey (TOBB)  
and Foreign Economic Relations Board of Turkey (DEIK)

Turkey’s structural transformation was 
triggered by economic reform and political 
stability. The results of this transformation 
have been significant and promising. Turkey 
started to grow rapidly after 2001 and it 
now has the largest free-market economy 
and greatest industrial power in the region 
between East Europe and East Asia.

The economic programs were based on 
a strong macroeconomic policy framework. 
Wide-ranging structural reforms included 
a major overhaul of the banking system. A 
better investment climate, a liberal foreign 
investment regime and privatization were 
the main pillars of reform. These policies 
enabled Turkey to attract US$90b of FDI in 
the last decade.

These economic programs combined 
with regulatory and supervisory reforms 
enhanced the Turkish economy’s resilience 
to shocks. As a result, Turkey emerged from 
the global crisis to be one of the world’s 
fastest-growing economies. 

During the period 2000–10, the annual 
average growth in the volume of Turkish 
exports was 11%. This performance is 
impressive when compared with the average 
growth in world exports (6%) and exports of 
emerging and developing economies as a 
whole (8%).

There have also been significant changes 
in the commodity composition and structure 
of Turkish companies’ exports. The share 
of traditional exports, such as textiles and 

garments, has declined, while the share of 
motor vehicles, machinery and equipment 
has increased.

Diversification of the export market has 
been even more successful. Exports to the 
Middle East, North Africa and Central Asia 
increased considerably during the decade, 
following extensive outreach efforts toward 
these regions. This diversification cushioned 
the impact of depressed demand in Europe 
after the global crisis.

Diversification in the sourcing of 
exports within Turkey was also significant. 
In the past, exports came from firms in 
major cities. But during the past decade, 
an increasing number of small and 
medium-sized enterprises (SMEs) from 
all parts of Anatolia started to export. 
These enterprises have been particularly 
successful in penetrating the markets of 
neighboring countries.

Turkey was more prosperous at the end 
of the last decade than at the beginning. 
The decision-making environment was 
more stable, a middle class with a stake in 
continued stability was stronger, and the 
export culture had continued to develop. 
Today, Turkey is one of the growth engines of 
the new global system. Istanbul is not only the 
business center of the region, but also one of 
the centers of global diplomacy. Turkey, with 
its democratic credentials, economic model 
and strong private sector, is an inspiration for 
peace and stability in a volatile neighborhood.

“Today, Turkey is one of 
the growth engines of 
the new global system.”

Interview

The shift, the growth and the promise 9
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The transformation of Turkey’s economy since its 2001 crisis 
has improved the business environment significantly. The 
Government’s determination to push for the necessary reforms, 
combined with its strong majority in Parliament, has allowed the 
swift restructuring of the banking sector and quick decline in the 
budget deficit and public debt. Although the economic backdrop 
improved quickly after 2001, it took four years or so for FDI to 
start flowing into Turkey. 

Five key factors underpinned Turkey’s attractiveness to foreign 
investors. First, the improved macroeconomic environment led to 
lower inflation and interest rates, higher growth and stable financial 
markets. Second, the privatization of state-owned companies has 
gained significant momentum. Third, Turkey has, for the first time, 
successfully concluded an IMF program. Fourth, there are favorable 
global liquidity conditions and risk appetite toward emerging 
markets. And last, but not least, Turkey’s negotiations for full 
membership of the EU. 

As a result, FDI inflows increased to US$10b in 2005 from 
US$2.8b in 2004, and an average of US$1.2b between 1994 and 
2003. Since 2005, Turkey has attracted about US$15b FDI inflows 
per year, with a peak of US$22b in 2007.

I believe that Turkey has the potential to become one of the 
top destinations for global FDI. However, in order to exploit this 
potential, important steps still need to be taken. Turkey’s large 
current account deficit and associated volatile growth performance 
need to be resolved.

Despite significant improvements over the last decade, 
especially in line with the efforts to comply with the EU rules and 
regulations, another important barrier to further FDI inflows in 
Turkey is the frequent and unpredictable changes in its legal and 
regulatory environment. In this context, it is also worth noting that 
tax and incentive policies sometimes create hurdles for foreign 
companies to overcome.

Turkey’s large informal economy has created an uneven playing 
field for foreign investors. Although progress has been made, 
a more focused approach to reducing the informal economy is 
needed to trigger greater FDI inflows. And, greater efforts to 
protect intellectual property rights would help improve Turkey’s 
attractiveness.

Having acknowledged the areas of further improvement in 
terms of FDI attractiveness, I would like to conclude my remarks 
on a more positive note. It has almost become a clich� to say that 
Turkey is a bridge from geographical, cultural and social points 
of view. Obviously, our strategic geographical location enables 
companies in Turkey to reach the surrounding regions quite easily. 
However, I believe that Turkey’s large and dynamic domestic 
market is a very significant factor that differentiates us from our 
peers, especially in Central and Eastern Europe, where they share 
more or less the same geographical location. Turkey has many 
attractions that are difficult to find in other places. These include 
a young population, mostly underpenetrated sectors, developed 
entrepreneurial skills, a long history of private business culture, 
openness to competition, the ability to adapt to domestic and 
global dynamics, improving infrastructure and an ongoing reform 
agenda. So if policy-makers act to remove the barriers to FDI, I 
believe that Turkey will be one of the top destinations for global FDI 
inflows in the not too distant future.

Ahmet Ashaboğlu 
CFO, Koc Holding

“Turkey’s large and very dynamic 
domestic market is a very significant 
factor that differentiates us from  
our peers.”

Interview
How Turkey stands out  
from the crowd

Ernst & Young’s attractiveness survey  Turkey 201310
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What it means for businesses

The world economy is changing. At a time when mature markets 
are still struggling to grow, the spotlight among the emerging 
markets is not just limited to the BRICs anymore. Turkey, along 
with other new wave RGMs, such as Indonesia and Vietnam, are 
now in close competition with the BRICs. As multinationals and 
SMEs step up their commitment to adapt new business models 
in these markets, countries will become more competitive and 
garner foreign investment. 

The changing world order calls for consideration of both risks 
and opportunities for business leaders. They must take a deeper 
view of the forces at play in various markets and choose the best 
location for investment. In this regard, Turkey’s strong economic 
fundamentals offer investors a strong risk-reward ratio. However, 
dynamics differ with the size and type of investment. So it is 
important for companies to make a careful assessment of risk 
factors before establishing a presence in any country.
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Methodology 
Our analysis reflects the real attractiveness of 
Turkey based on data from Ernst & Young’s EIM. This 
database tracks FDI projects that have resulted in 
new facilities and new jobs. FDI data in EIM includes 
equity capital, reinvested earnings and intracompany 
loans, but excludes portfolio investments and M&A. 
Therefore, it shows the reality of investment in 
manufacturing or services operations by foreign 
companies across the continent. An investment in a 
company is normally included if the foreign investor 
has more than 10% of its equity and a voice in 
its management.  
 
For the detailed methodology, turn to p.54
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Uncertainty hampers FDI in 2012 
The global view

Despite the tough economic environment, 
global FDI inflows reached the US$1.6t mark 
in 2011, exceeding the pre-crisis average. 
However, as new impediments to economic 
recuperation cropped up in 2012, global FDI 
inflows declined by 18.3% on the previous 
year. Both greenfield investment projects and 
cross-border M&A transactions plummeted 
in 2012, by 34% and 41%, respectively.10 

A number of investors have adopted a 
wait-and-see attitude, owing to slow global 
demand and uncertainty surrounding 
regulatory changes. 

In contrast with the global trend, Turkey 
emerged as a strong performer in terms of 
FDI inflow in 2011. FDI in the country rose 
76% between 2010 and 2011.11 In the same 
year, the value of greenfield FDI projects 

10. Global Investment Trends Monitor, UNCTAD, January 2013.
11. World Investment Report, UNCTAD, July 2012.

reached US$10.3b. However, in 2012, 
a decline in cross-border M&A sales has 
driven inflows to Turkey to drop by 22.1%, 
compared with to 2011. This decline is much 
smaller than in Europe, where FDI inflows 
have decreased by 36.1%. Still, it is worth 
noting it.

Shifting gear

How FDI in Turkey compares with global investment trends, and which  
are the most favored sectors, activities and destination cities. 

Key findings

395 investment projects were 
initiated between 2007  
and 2012.

US$87.1b was 
the total value of projects in Turkey 
between 2007 and 2012.

63% of projects established in 
2012 were in service sectors.

36% of projects between 2007 
and 2012 were created by knowledge-
intensive industries.

28% of projects established in 
2012 came from the US. 

FDI inflows by region
(2012 vs. 2011)

Source: Global Investment Trends Monitor, United Nations Conference on Trade and Development 
(UNCTAD), January 2013.

Latin America and the Caribbean  7.2%

Africa 5.5%
-9.5% Asia

-34.8% European Union

-35.3% United States 

-36.1% Europe 

FDI inflows in Turkey
(US$ billion)

Source: Global Investment Trends Monitor, UNCTAD, 
January 2013.
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Vibrant, yet unexploited 
FDI in Turkey

Turkey’s FDI story has mirrored its economic development over the 
past decade. The nation registered 395 investment projects between 
2007 and 2012, posting average annual growth of 27.5% during the 
period. The years 2009 and 2011 witnessed considerable FDI growth 
in Turkey despite global economic uncertainty. This clearly suggests 
that FDI movements in Turkey have remained largely immune to the 
uncertain external environment.

Turkey’s Government successfully stabilized the economy after 
the 2001 banking sector crisis.12 It has made huge strides to 
control inflation, as well as the size of the budget deficit. A stable 
macroeconomic framework has brought Turkey’s inherent strengths 
to the fore. Investors have credited Turkey’s large domestic market 
and geographical location as key drivers of investment in the nation. 

Aside from the strong fundamentals, the Turkish Government has 
unveiled several incentive schemes to attract foreign investors. 
In April 2012, Prime Minister Recep Tayyip Erdogan announced 
a new incentive regime comprising strategic support measures 
such as value-added tax (VAT) exemption and refund, export tax 

12. Turkey — Sustained and Equitable Growth for Continued Economic Success, The World Bank,  
27 April 2012. 

exemption, tax deduction, employment insurance support and 
interest rate support.13 Since the announcement, large international 
organizations have announced new investment plans in Turkey. 
For instance, General Electric Co. has announced a US$900m 
commitment toward aviation, energy, health, transportation and 
infrastructure.14 And Austrian fiber producer Lenzing AG decided to 
devote most of its US$1.9b planned investment to Turkey.15

13. “A new investment incentive scheme for Turkey,” Ministry of Economy Turkey website,  
www.economy.gov.tr, accessed 19 March 2013.
14. “General Electric to Invest $900 Million in Turkey in 3 Years,” Bloomberg website, 11 June 2012, 
www.bloomberg.com, accessed 20 December 2012.
15. “Lenzing Plans to Put Most Investment into Turkey, Vatan Reports,” Bloomberg website,  
17 May 2012, www.bloomberg.com, accessed 27 November 2012.

FDI inflows in Turkey
FDI projects

Source: Ernst & Young’s EIM, 2013.
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Turkey shifts from FII to FDI to reduce 
current account 

The Turkish economy has been 
vulnerable to volatile foreign institutional 
investment (FII) movements. When the 
market sentiment is bullish and people 
are ready to take risks, Turkey becomes 
the hot spot for investment. However, 
when uncertainty takes hold, FIIs pull 

their money back. This has been a long-term phenomenon, 
which strains the current account deficit. In response, the Turkish 
Government has started to focus on FDI. Some measures include a 
revamp of the tax regime — to make it more appealing to manage 
investment funds from Turkey — and encouragement for foreign 
companies to start greenfield projects in less developed areas. 
Promotion of FDI and other measures have been successful in 
bridging the current account deficit. The deficit fell from a high of 
9.9% in 2011 to 6.0% in 2012.

Sources: “Turkey Reins in Current-Account Deficit,” The Wall Street Journal website, 
11 October 2012, online.wsj.com, accessed 25 November 2012; Ernst & Young’s Rapid-Growth 
Markets Forecast, April 2013.

6% 
deficit in 2012.
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Turkey’s track record over the last decade 
speaks for itself. It is one of only a handful 
of countries in the world to recover quickly 
from the global downturn in 2009. And 
Turkey’s GDP has grown nearly threefold (in 
US$ terms) over the last decade. The past 
gives me courage and hope that Turkey will 
continue to be a shining star in the coming 
years. In my view, Turkey will have a robust 
M&A market and enjoy an increasing inflow 
of foreign investment. FDI was less than 
US$800m back in 1998. It reached US$16b 
in 2011 after peaking at US$22b in 2007. 
This progress is impressive but, in my view, 
there is room for accelerated growth in the 
coming years.

Turkey has key competitive advantages 
over many other growing economies. These 
include its economic and political stability, 
enhanced by a swift-acting government 
constituted of a single party; its attractive 
future growth potential; its solid banking 
sector; and effective regulatory bodies. 
There is one additional point of difference 
that deserves attention: the growing 
liquidity in the private and public markets. 
This is a quintessential point for private 

equity firms, as it enables investors to exit. 
I have witnessed this first-hand when we 
made our multi-billion dollar exit from the 
Acibadem Group last year. The reason, 
in my view, is simple. Turkey’s changing 
profile has attracted many foreign financial 
players. And there are many more high-
profile names waiting to make an entrance. 
In addition, the strengthening finances of 
local companies are encouraging M&A, while 
a robust capital market creates viable and 
lucrative exit options for PE players.

Trade sales are usually the preferred 
exit route, but thanks to the efforts of 
the Capital Markets Board, the Istanbul 
Stock Exchange (ISE) has become one 
of the biggest exchanges in the world − 
making public offerings of the right size 
a plausible exit option. Turkey is enjoying 
a strong tailwind and the Abraaj Group is 
committed to Turkey for the long term. 
Over the last five years, Abraaj has made 
six investments and successfully exited 
four of them. We will continue our path 
with a strong and growing presence in the 
country, and hope to increase our deal 
activity in 2013 and beyond.

Selçuk Yorgancıoğlu 
Senior Partner, the Abraaj Group

“Turkey has key 
competitive advantages 
over many other 
growing economies.”

Interview
Turkey: an attractive  
growth market with  
viable exit options
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Gaining interest across the value chain 
FDI by business activities

Services top FDI activity
The period 2007–12, witnessed a slight 
shift from industrials to services in terms 
of the number of projects. The share 
of industrials decreased, while that of 
services increased. Services investors 
preferred three major cities — Istanbul, 
Ankara and Izmir. Istanbul, the most 
populous Turkish city, received 83.2% of 
the services projects, and was particularly 
attractive for those setting up sales and 
marketing offices.

In contrast to investment in services, 
industrial projects were relatively well spread 
across the country. The increase in industrial 
production volume index from 114.2 in 2008 
to 126.8 in 2011 reveals investors’ positive 
approach to Turkey’s industrial sector.16

FDI in strategic functions took a dip and 
contributed only 3.2% to project numbers 
in 2012. Turkey needs to build strong R&D 
capabilities to attract more FDI in strategic 
functions.

16. Turkey 2012 progress report, European Commission,  
 11 October 2012, p. 92.

Manufacturing, and sales and 
marketing both hold investor 
attention

• Manufacturing. The reality of 
manufacturing setups matched the 
perception of investors. The sector accounted 
for 34.4% of the total projects between 2007 
and 2012 — a figure second only to sales 
and marketing. Manufacturing emerged as 
the preferred planned investment sector 
among respondents. Some 38.6% plan to 
invest in manufacturing activity in Turkey. 
Meanwhile, 23.3% of them plan to produce 
for the Turkish market, and 15.3% intend to 
manufacture for export to the global market.

• Sales and marketing offices. While just 
over a quarter of planned activities are in 
sales and marketing, the sector commands 
over half of actual FDI projects. This gap 
highlights investors’ appetite for new market 
opportunities, and is consistent with Turkey’s 
overall perception as an operational hub. The 
number of projects increased at an average 
annual growth rate of 53.8% between 2007 
and 2012. Investment was driven mainly by 
companies from the US, Germany and the 
UK. Turkey received 59 sales and marketing 
projects in 2012, and most of them were in 
the form of new offices set up by business 
services firms. 

FDI in Turkey by business 
activities
Number of projects (% share)

Strategic business functions

Services

Industrials

Strategic functions: research and development, 
headquarters. Services: sales and marketing, testing 
and servicing, contact center and data center. 
Industrials: manufacturing and logistics.

6.8%

55.7%

37.5%

2007–12 2012

63.2%

33.7%

3.2%

Source: Ernst & Young’s EIM, 2013.

*Manufacturing for Turkish market: 23.3%. Manufacturing for the global market: 15.3%.
Sources: Ernst & Young’s EIM, 2013; Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).

HeadquartersSales and marketing officeManufacturing

Reality
Share of FDI projects (2007–12)

Investor plans
What type of activities is your group 
planning in Turkey?

38.6%*

34.4%

7.9%

0.5%
Logistics
center

7.8%

3.0%
R&D center

6.3%
3.7%

Back office 
operations

3.4%
3.3%

25.5%

52.4%
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HSBC Global Research predicts that Turkey 
will rise from its current position as the 
18th largest economy in the world to 12th 
by 2050, when its GDP will be US$2t. Some 
of Turkey’s established features support 
this prediction, including its 74 million 
population, with more than half under the 
age of 29; its location at the crossroads 
of world trade; and its entrepreneurial 
workforce. However, some more recent 
developments will be just as important 
as Turkey seeks to fulfil these high 
expectations.

These include 11 years of political 
stability; fiscal discipline; a well-regulated 
banking and financial system that has learnt 
from a severe financial crisis earlier than 
the rest of the world; a labor force that is 
highly educated but less costly than those in 
mature markets; and quick access by road, 
air and sea to the large markets of Europe 
and the Middle East.

These features have helped the country 
weather the current global financial crisis 
and the troubles in the Eurozone. So Turkey 
has been rising as much of the rest of the 
world has stumbled.

The Turkish banking sector is still very 
attractive. It has low penetration levels; 
favorable demographics; a strong regulatory 
environment; growing trade dynamics with 
both Europe and the rest of the world; and 
rising consumer activity from a young, 
increasingly affluent, middle class.

Over the last 22 years, HSBC has worked 
with Turkey through both turbulent and 
prosperous times. We continue to invest in 
Turkey businesses, helping our customers 
transform their businesses and lives in line 
with the fast growth of the economy. 

In 1990, HSBC became one of the 
first international banks to invest in 
Turkey. Initially focusing on corporate 
banking and capital markets, HSBC Turkey 
expanded its business into retail banking 
and wealth management following two 
major acquisitions in 2001 and 2003. This 
was a period of massive transformation 
in the Turkish banking sector, with major 
structural reforms being implemented in the 
aftermath of Turkey’s 2001 financial crisis.

Our current strategy reflects Turkey’s 
continued positive prospects. We plan to 
expand our network, build our customer base 
and invest in our technology, direct banking 
capabilities and our people. Our core goal 
remains to cement our position as Turkey’s 
leading international bank at just the time that 
Turkey’s position in the world is rising fast. 

To fulfil its potential, Turkey needs to 
continue investing in its legal, physical and 
technical infrastructure; improve its tax 
transparency; maintain its relentless drive 
to increase savings ratios; and reduce the 
cash economy. If Turkey continues with 
this pace and focus on change, its success 
story will have only just begun. And HSBC is 
honored to play our full part in this story.

Destined for success

Martin Spurling 
CEO, HSBC Turkey

“If Turkey continues  
with this pace and 
focus on change, its 
success story will have 
only just begun.”

Interview
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FDI by sector
Investors target knowledge-intensive and heavy 
industries
Turkey’s FDI profile is a dynamic mix of established and emerging 
sectors. The country attracts projects in knowledge-intensive 
sectors as well as heavy industry. The Government has supported 
investment in all industries by creating a conducive and competitive 
investment climate. Turkey’s sizeable population and strategic 
location add to its FDI appeal.

In 2012, in terms of number of investment decisions, as reported 
by Ernst & Young's EIM 2013, the top sectors for investment were 
business services and financial services. The leading sectors for  
FDI in Turkey in terms of value, according to the Turkish 
Government, were manufacturing and financial intermediation.

FDI by sector
Projects 2007–12 (% and number of projects)

Source: Ernst & Young’s EIM, 2013.

Business services Diversified industrial 
products (DIP)

Automotive Information, 
communication 
and technology (ICT)

Financial 
services

Transport 
and logistics

Chemicals Mining and 
metals

Retail and consumer 
products (RCP)

5.6%
(22)

Life science Others

3.3%
(13)

5.6%
(22)

13.2%
(52) 8.9%

(35)

16.7%
(66)

9.1%
(36)

12.4%
(49)

8.6%
(34)

9.9%
(39)

6.8%
(27)
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Business services
Business services was the most preferred sector in Turkey between 
2007 and 2012. Strong growth potential and macroeconomic 
stability have encouraged companies to set up contact centers 
and sales and marketing offices in the country. Companies in other 
sectors are building up their presence in Turkey. This is creating 
opportunities for business services firms. Turkey’s time zone permits 
communication with both Eastern and Western countries during the 
same working day.17 This boosts its appeal as a services destination. 
Istanbul is the most favored destination for business services FDI 
in Turkey. It attracted 55 of the 66 projects in this sector during 
2007–12. The US (40.9%) was the top investor, followed by the UK 
(16.7%), Germany (9.1%) and Australia (4.5%). In 2011 particularly, 
business services outstripped all other sectors, with a 166.7% 
increase in project number, mainly fueled by accelerated investment 
activity undertaken by US and German companies.

17. “Demography and Labor Force,” Invest in Turkey website, www.invest.gov.tr, accessed 
20 November 2012.

FDI by sector

Business services

Turkey’s economic stability, together with its young labor force, 
have made it attractive for customer relationship management 
(CRM) outsourcing centers. As of 2010, there were 1,019 
call centers in Turkey. Moreover, increasing economic activity 
has driven advertising and marketing companies such as 
Brandtone and Zanox to set up operations in Turkey. Apart 
from CRM centers and offices of advertising firms, Turkey is 
also becoming a magnet for various international law firms, 
including Baker & McKenzie, Chadbourne & Parke, Clifford 
Chance, DLA Piper, and Kinstellar that have recently opened 
offices in the country.

Sources: “Turkey emerging as viable European nearshore market,” Ovum Limited website, 
ovum.com, 3 November 2011;“Support Centers — Invest in Turkey,” Invest in Turkey website, 
www.invest.gov.tr, accessed 29 January 2013; “Law firms seeing opportunities in resurgent 
Turkey,” Thomson Reuters website, newsandinsight.thomsonreuters.com/Legal/News, 
6 December 2011.

ArcelorMittal

ArcelorMittal has been present in the Turkish market for more 
than 15 years. Its commitment to the country is evident from 
its investments, including joint ventures with Turkey-based 
Borusan Holding and Spain-based Bamesa. Both joint ventures 
are located in Bursa. In 2007, ArcelorMittal Distribution 
Solutions Turkey acquired steel trader Rozak Demir to form 
ArcelorMittal Distribution Solutions (AMDS Rozak). With the 
synergy created by acquiring Rozak, the company expanded 
further in Turkey. AMDS Rozak opened its largest steel service 
and processing center in 2011, in Osmaniye. In another 
strategic move, ArcelorMittal acquired the 35% outstanding 
stake in Uginox Sanayi ve Ticaret from German company 
Primex in 2008. It already owned 65% of the Turkish stainless 
steel service center and then took full control, with plans to 
expand its throughput. 

Sources: “ArcelorMittal and Borusan announce $500 million investment in new hot strip mill 
in Turkey,” ArcelorMittal website, www.arcelormittal.com, 22 October 2007; “ArcelorMittal 
lines up new investment in Turkey,” Steel Business Briefing, 30 August 2007, via Dow 
Jones Factiva; “ArcelorMittal closed deal to buy 51% of Rozak,” Metal Expert Daily News, 
4 December 2007, via Dow Jones Factiva; “ArcelorMittal and Rozak announce plan for 
Turkey,” Steel Orbis website, www.steelorbis.com, 29 November 2007; “ArcelorMittal 
Distribution Solutions has opened its largest Steel Service and Processing Centre, in 
Osmaniye, Turkey,” ArcelorMittal website, www.arcelormittal.com, 28 February 2011; 
“ArcelorMittal takes full control over Uginox in Turkey,” Press trust of India Limited, 
14 July 2008, via Dow Jones Factiva.

65%    Average annual growth rate  
(2007–12 FDI projects)

16.7%   Average annual growth rate 
(2007–12 FDI projects)

Diversified industrial 
products (DIP)
Large-scale multinationals are showing greater interest in Turkey’s 
DIP sector. They are attracted by the availability of a diverse labor 
force and cost competitiveness. Around 65% of the projects were 
initiated by Western European companies, as part of their strategy 
to relocate operations to Central and Eastern Europe (CEE). Of the 
34 projects from Western Europe, 10 were from Germany, 8 from 
Italy, and the rest mostly from France, Austria and Switzerland. While 
Istanbul has always enjoyed investor attention, Izmir and Manisa 
have now emerged as attractive destinations for DIP investment. 
Manufacturing and sales and marketing were the main activities 
for foreign investment in this sector. Positive developments, such 
as the new investment incentive scheme, have increased Turkey’s 
investment appeal. In 2012, FDI projects in DIP registered a year-on-
year increase of 10%.

• On the ground
The low cost structure has encouraged various companies to relocate 
their manufacturing facilities from Western Europe to Eastern parts 
of the continent. For instance, German company ThyssenKrupp 
AG moved its service center and Italian company Marzotto shifted 
its manufacturing facility to Turkey. Asian companies have also 
shown interest in Turkey’s textiles sector. In December 2011, Aditya 
Birla group, an Indian conglomerate, announced an investment of 
US$500m after ground was broken on a new viscose staple fiber 
plant in Adana.
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FDI by sector
Automotive
Automotive companies have set up 
manufacturing facilities and assembly 
plants in Turkey for the domestic market 
and for exports. Rising per capita income 
and low automotive ownership rates (151 
per 1,000 driving population in 2012)18 
make Turkey an attractive automotive 
market. Of the total automotive production 
in 2012, 68% (with a value of US$19.3b)19 
was exported. Key export markets include 
the EU, the Middle East and North Africa. 

The automotive sector is a critical strand 
of Turkey’s growth story. The Government 
offers various incentives and schemes 
to boost economic activity in this sector, 
and aims to increase automotive exports 
to US$75b by 2023. Under an incentive 
introduced in 2012, carmakers can avail a 
waiver of 15% on import tariff if they add 
capacity to the tune of 100,000 units.20 
These developments have increased 
Turkey’s appeal to foreign investors. 

The majority of the automobile projects 
started since 2007 have been launched 
in western Turkey, particularly in Kocaeli, 
Bursa and Istanbul. Proximity to the EU and 
the establishment of several Technology 

18. Automotive Industry Monthly Report, Automotive 
Manufacturers Association, December 2012.
19. Automotive Industry Monthly Report, Automotive 
Manufacturers Association, December 2012.
20.  “Turkey Offers Incentives for Carmakers to Expand 
Production,” Bloomberg website, 19 June 2012,  
www.bloomberg.com, accessed 28 December 2012.

Development Zones (TDZs) and Organized 
industrial zones make it a promising 
automotive region. Automobile companies 
wishing to set up production facilities are 
attracted by Turkey’s competitive labor 
costs. According to the Global Wage Report 
2010–11, minimum monthly wages in 
Turkey in 2010 (adjusted for purchasing 
power parity or PPP$) stood at US$609, 
compared with US$1,507 in the UK and 
US$944 in Japan.21 Turkey has welcomed 
investment from automobile companies 
at various stages of the value chain. 
During 2007–12, there were 38 projects 
in automotive assembly, 10 in automotive 
components and 1 in the sale and repair of 
motor vehicles.

• On the ground
Renault have strengthened their presence 
in Turkey in the last five years, and the 
country has emerged as the largest light 
commercial vehicle manufacturer in 
Europe.22 US carmaker Ford is one of the 
largest players in Turkey’s automotive 
market. Hyundai, which has manufacturing 
operations in Turkey for the i20 hatchback 
and supermini i10, plans to set up an 
engine production plant and an R&D center 
in the country.

21. Global Wage Report 2010/11: Wage policies in times of crisis, 
International Labor Organization, 6 December 2010, p. 119.
22. Automotive Industry Monthly Report, Automotive 
Manufacturers Association, December 2012.

Ford Motor Company (Ford)

The US carmaker Ford is present in 
Turkey as Ford Otosan, a joint venture 
between Ford Motor Company and 
Turkey-based Koc Holding. It was 
founded in 1959 as Turkey’s first 
automobile company. The company 
relies on the Òone Ford strategy,Ó 
which utilizes different subsidiaries’ 
production capabilities to have more 
ÒglobalÓ models instead of diversified 
vehicles for different regions and 
markets. The company has made more 
than 2.25 million vehicles in Turkey and  
has exported them to more than  
70 countries. The company is building 
its third Turkish manufacturing plant 
in Golcuk, Kocaeli province. Light 
commercial vehicles (LCVs) will be 
produced at the €250m plant, which is 
expected to be operational in late 2013. 
In total, Ford will invest €1.2b in Turkey 
over the next decade.

Sources: “Ford — Invest in Turkey,” Invest in Turkey 
website, www.invest.gov.tr, accessed 28 January 2013; 
“Ford unveils Turkish-made LCVs in European launch 
event,” Invest in Turkey website, www.invest.gov.tr, 
10 September 2012.; “Ford to launch Turkish-developed 
new heavy truck,” Invest in Turkey website, www.invest.
gov.tr, 6 August 2012.; “Ford to build new LCV production 
plant in Turkey,” Invest in Turkey website, www.invest.gov.tr, 
20 January 2012.

13.3% 
 
 

Average annual growth rate  
(2007–12 FDI projects)
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FDI by sector
Information, communication and 
technology (ICT)
Both supply- and demand-led factors are 
driving ICT investment in Turkey. While 
government incentives for R&D investment 
in technology are a supply-side factor, 
demand for technology services is proving 
attractive to investors.23 The ICT sector in 
Turkey is worth US$29b.24 This is still below 
the EU average, but represents a huge 
investment opportunity for domestic and 
foreign investors. 

As part of the Turkish National Technology 
Foresight Program, Vision 2023, the 
Government plans to increase ICT sector 
spending to 8% of GDP and position 
Turkey among the top 10 countries in 
e-transformation. TDZs, commonly termed 
as “technoparks,” have been set up to 
attract investment in high-technology 
fields. Currently, there are 39 TDZs, of 
which 27 are operational and 12 are under 

23. “IBM Expands Operations in Turkey with New Branches 
in Adana and Bursa,” IBM website, www-03.ibm.com/press, 
10 December 2012.
24. “Big Opportunities in Turkey’s Digital Economy,” 
CNBC website, 16 August 2011, www.cnbc.com, accessed 
15 October 2012.

construction.25 The concentration of TDZs in 
Istanbul (5) and Ankara (6) has made them 
preferred destinations for ICT investment. 
A greater part of FDI activity was initiated 
by European and North American countries.

• On the ground
Large networking and telecommunications 
companies have expressed interest in the 
country’s ICT sector. Companies including 
Ericsson, Huawei and the Vodafone Group, 
have established R&D centers in Turkey. 
Currently, Ericsson Turkey R&D centers 
provide innovative services, with over 
350 engineers from the Istanbul center, 
as well as offices in Ankara and Izmir. 
Similarly, Huawei’s R&D center, built 
with an investment of US$50m, is the 
company’s second-largest center outside 
China and employs almost half of Huawei 
Turkey’s workforce.26

25. “Investor’s guide,” Invest in Turkey website, www.invest.gov.
tr, accessed 18 December 2012.
26. “Ericsson,” Invest in Turkey website, www.invest.gov.tr, 
accessed 19 March 2013; “Huawei,” Invest in Turkey website, 
www.invest.gov.tr, accessed 19 March 2013.

Vodafone Group

UK-based Vodafone Group set up 
operations in Turkey in December 2005, 
when it took over Uzan Group’s Telsim. 
In May 2006, Telsim was renamed 
Vodafone Turkey. Headquartered 
in Istanbul, Vodafone Turkey is the 
second-largest mobile communications 
company in the country, with over 18 
million users. The company provides a 
range of integrated office and mobile 
voice data communications services. 
Since 2006, its total investments 
in Turkey have exceeded US$6b, 
positioning it as the second-largest 
direct investor in he country. A notable 
achievement has been the Vodafone 
Farmers’ Club. Over 600,000 Turkish 
farmers subscribe to receive alerts 
about weather forecasts, crop prices 
and other local information. It has 
increased Turkish farmers’ productivity 
by over €100m. In 2012, the company 
announced its decision to launch a new 
mobile payment system, Near-Field 
Communications, in five countries 
including Turkey.

Sources: Vodafone Annual Report 2012, Vodafone 
website, www.vodafone.com; Vodafone Turkey website, 
www.vodafone.com.tr; “Vodafone buys Turkish mobile 
firm,” BBC News website, news.bbc.co.uk; “Turkish recipe 
key for Vodafone’s growth,” Invest in Turkey website, 
www.invest.gov.tr, 20 January 2012; “Vodafone thrives 
on R&D in Turkey, to try NFC for the first time,” Invest in 
Turkey website, www.invest.gov.tr, 28 February 2012.
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FDI by sector
Financial services
The financial services sector in Turkey has 
shown itself to be relatively resilient to the 
global economic crisis. And its high growth 
rates offer encouragement for investors. 
Between 2002 and 2012, Turkey’s banking 
industry posted a net growth rate of 10.5%. 
Investors are also attracted by its robust 
regulatory framework.27 Meanwhile, the 
insurance sector is also gaining interest, 
with premiums rising steadily from US$81 
per capita in 2005 to US$127 in 2010.28 

Between 2007 and 2012, the sector 
drew 9.1% of the total FDI projects in the 
country. Italy and the US are the sector’s 
two largest investors, directing projects 
toward Istanbul, Ankara and Izmir. Istanbul, 
Turkey’s financial center, attracted the 
majority (91.7%) of projects.

27. “Turkey: New steps forward,” Oxford Business Group 
website, 19 October 2012, www.oxfordbusinessgroup.com, 
accessed 19 March 2013.
28. “Turkey: Maturing market poised for mergers,” Oxford Business 
Group website, 26 April 2012, www.oxfordbusinessgroup.com, 
accessed 18 February 2013.

• On the ground
The financial services industry in Turkey 
has encouraged international investors 
to establish or expand operations in the 
country. In 2012, Italy’s retail bank Intesa 
Sanpaolo applied for a Turkish banking 
license with the aim of opening branches 
in the country’s largest cities.29 Similarly, 
Bank of Tokyo-Mitsubishi UFJ of Japan has 
received the go-ahead to set up a banking 
business in Turkey.30 Bank Audi of Lebanon 
has also ventured into the Turkish market 
through its fully owned subsidiary, Odea 
Bank, to capitalize on its growing trade links 
with the Middle East. It plans to increase its 
presence from the 6 branches it currently 
has, to 32 branches in 2013.31

29. “Italian Intesa Sanpaolo files for banking license in Turkey,” 
Invest in Turkey website, 21 March 2012, www.invest.gov.tr, 
accessed 18 February 2013.
30. “Bank of Tokyo-Mitsubishi granted Turkish banking license,” 
Invest in Turkey website, 24 December 2012, www.invest.gov.tr, 
accessed 18 February 2013.
31. “Grand Opening for Odeabank, Bank Audi’s Subsidiary in 
Turkey,” Bank Audi website, www.banqueaudi.com/NewsRoom, 
16 January 2013.

Sberbank-DenizBank

As part of a strategy to increase its 
share of international operations, 
Russia-based Sberbank acquired 
99.85% of Franco-Belgian lender Dexia 
SA’s Turkish arm, DenizBank AS, for 
US$3.5b in September 2012. This is 
Sberbank’s largest ever acquisition 
and is expected to help the bank 
diversify and penetrate deeper into 
Europe. Under Sberbank’s ownership, 
DenizBank aims to achieve asset 
growth of around 22%. In December 
2012, Sberbank also entered into 
two separate agreements with Turk 
EximBank and the Investment Support 
and Promotion Agency Turkey (ISPAT). 
These agreements will help the bank 
to benefit from the rapidly expanding 
trade and investment flows between 
Russia and Turkey. 

Sources: “Sberbank Announces Agreement to Acquire 
99.85% of DenizBank,” Sberbank website, www.sbrf.
ru, 8 June 2012; “Denizbank aims to outperform home 
market,” Reuters News, 28 December 2012, via Dow 
Jones Factiva; “The Russian Sberbank intensifies its 
relations with Turkey,” Sberbank website, www.sberbank.
at, 30 November 2012.
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FDI by sector
Transport and logistics
Turkey’s location at the crossroads of 
major trade routes makes it an attractive 
destination for investment in transport and 
logistics. 

The majority of respondents to a European 
supply chain managers’ survey conducted 
by Jones Lang LaSalle stated that Turkey’s 
geographical location, strong economic 
growth and political stability make it one of 
the top three emerging logistics locations 
in EMEA (Europe, Middle East and Asia 
region).32 With 57.1% of the projects, Istanbul 
was the top investment destination, followed 
by Izmir and Ankara. Of the 35 logistics 
projects in Turkey, 22 were from European 
companies while 9 were from the US. 

32. “Turkey poised to be the next emerging logistics location,” 
Jones Lang LaSalle website, www.joneslanglasalle.com.tr, 
25 December 2012.

• On the ground
The presence of global giants such as 
Deutsche Post AG and United Technologies 
Corporation signifies the potential of the 
Turkish transport and logistics sector. 
FedEx Corp. opened offices for freight 
forwarding in Istanbul, Ankara and Izmir 
in 2011 to serve its domestic as well 
as foreign customers.33 FedEx claims to 
capitalize on the market opportunity of 
easy access through Turkey to 1.5 billion 
people in markets in Europe, the Middle 
East, North Africa and Central Asia.

33. “FedEx Trade Networks Celebrates First Year of 
Operations in Turkey,” FedEx website, news.van.fedex.com, 
20 December 2012.

DHL Express

DHL Express (a subsidiary of Germany-
based Deutsche Post AG) has been in 
Turkey since 1981. It provides services 
through four main units: DHL Express, 
DHL Global Forwarding, DHL Exel Supply 
Chain and DHL Freight. The company 
claims over a 50% market share of the 
Turkish express air freight market. In 
2003, Deutsche Post acquired Turkish 
logistics provider Berben Ekspress 
Nakliyat to form a new company, 
DHL Danzas Air & Ocean. In 2010, it 
reported the volume of commercial 
freight services between Turkey and 
South Asia Pacific to have surged by 
300%. Consequently, the company 
has recognized Turkey as the base for 
expansion in Europe and intends to 
strengthen its presence in the country 
through strategic mergers and alliances.

Sources: “Guest Speaker — Michel Akavi,” The Business 
Year website, www.thebusinessyear.com, accessed 
27 January 2013; “Deutsche Post’s Swiss Unit Buys 
Turkey’s Berben Ekspress,” Dow Jones International 
News, 13 February 2003, via Dow Jones Factiva; 
“Deutsche Post World Net strengthens its foreign logistics 
business,” Deutsche Post DHL website, www.dp-dhl.com, 
accessed 16 February 2003; “DHL: Turkey is the base for 
expansion in Europe,” Republic of Turkey Prime Ministry 
Investment Support and Promotion Agency website, www.
invest.gov, accessed 4 February 2010. 
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Dominated by mature economies 
Sources of FDI

Having adopted a pro-Western stance for the greater part of the 
20th century, Turkey has reoriented its foreign policy toward the 
Middle East. However, its foreign investment sources remain largely 
unchanged, signaling a continuing relationship with the US and 
Europe, while negotiations to join the EU are ongoing.

US tops investment table
Companies from the US provide the most FDI in Turkey. The US’s 
share of investment decisions in Turkey increased from 17.5% in 
2007 to 28.4% in 2012. Sectors such as business services, ICT, 
chemicals, transport and logistics and DIP have attracted significant 
American attention.

The budding investment relationship between the two countries 
is evident from the memorandum of intent (MOI) signed between 
the Turkish Prime Minister’s Investment Support and Promotion 
Agency (ISPAT) and Invest in America, a United States Department 
of Commerce program.34 The MOI requires both countries 
to cooperate on FDI activities and provide mutual assistance 
to investors. 

US stalwarts, such as Dow Chemicals, have set up operations in 
Turkey. Dow Chemicals and Turkey-based Aksa Group — a leading 
acrylic fiber company — have entered a JV to pursue opportunities 
in the carbon fiber industry by expanding on existing production 
assets in Yalova in Turkey.35

34. “New agreement and bilateral talks signal continued growth of US-turkish commercial ties.” 
International Trade Administration website, trade.gov, accessed 3 November 2012.
35. “Dow and Aksa Announce Formation of Joint Venture for Carbon Fiber and Derivatives,” Dow 
Chemicals website, www.dow.com/news, 8 January 2013.

FDI by origin country 
Projects 2007–12 Projects 2012

Rank Country Total Share (%) Total Share (%)

1 US 86 21.8% 27 28.4%

2 Germany 64 16.2% 16 16.8%

3 France 30 7.6% 2 2.1%

4 UK 26 6.6% 6 6.3%

5 Italy 24 6.1% 6 6.3%

6 Japan 19 4.8% 7 7.3%

7 Switzerland 14 3.5% 3 3.2%

8 Netherlands 11 2.8% 2 2.1%

9 South Korea 10 2.5% 2 2.1%

10 Austria 9 2.3% 1 1.1%

11 China 8 2.0% 3 3.2%

12 Russian Fed. 6 1.5% 0 0.0%

13 Denmark 6 1.5% 1 1.1%

14 Spain 6 1.5% 2 2.1%

15 India 5 1.3% 2 2.1%

Others 71 18.0% 15 15.8%

Total 395 100.0% 95 100.0%

Source: Ernst & Young's EIM, 2013.

Western Europe

Sources: Ernst & Young’s EIM, 2013.

Central and
Eastern Europe

3.3%

North America

23.5%

Asia Pacific

13.4%

Middle East

1.6%

Others

55.2%

FDI by origin region (2007–12)

3.0%

Ernst & Young’s attractiveness survey  Turkey 201324

Reality



Europe maintains a strong presence
In the past six years, the EU has directed 202 projects to Turkey. 
The EU’s interest in Turkey mostly focuses on sectors with a high 
technology component such as diversified industrial products and 
automotive. Other sectors such as business services, and transport 
and logistics have also drawn investor attention.

Germany is the leading European nation in terms of projects. 
Expectation of strong demand from the Turkish infrastructure, 
energy, automotive and finance sectors is driving German 
investment in the country.36 The number of projects from Germany 
into Turkey have grown at an average annual rate of 15.6% since 
2007. However, its share of Turkey's total projects has declined 
from 22.5% in 2007 to 16.8% in 2012. Attracted by Turkey’s 
reputation for the production of commercial vehicles, Mercedes 
Benz Turk has earmarked US$200m for its production facilities 
in Aksaray and Istanbul.37 The company has invested more than 
US$900m in Turkey since its inception, making it one of the 
largest foreign enterprises present in the country.38 Also, energy 
company RWE is investing €500m to commission a gas-combined 
power plant in Denizli.39 Investors from France, Italy, the UK and 
Switzerland have also demonstrated interest in Turkey.

36. “German firms wooed by Turkish boom,” Invest in Turkey website, 8 July 2012, www.invest.gov.
tr, accessed 15 November 2012.
37.  “Mercedes-Benz to invest USD 200 million in Turkey,” Invest in Turkey website, 31 March 2012, 
www.invest.gov.tr, accessed 21 November 2012.
38.  “About us,” Mercedes Benz website, www.mercedes-benz.com.tr, accessed 19 March 2013..
39. “Energy company RWE to invest 500 mio. Euro in a gas combined power plant in Denizli,” RWE 
website, www.rwe.com, 16 February 2011.

Japan: Asia’s leading investor in Turkey
Japan is the leading investor from Asia into Turkey and accounts 
for more than one-third of the continent’s projects in Turkey. The 
top sectors for Japanese investment are automotive (29.4%) and 
financial services (17.6%). Japan’s third-largest lender, Mizuho 
Financial Group, is keen to expand its market presence in Turkey, 
mainly to fulfil fund requirements for ongoing infrastructure projects 
in the country.40 Similarly, steelmaker Toyo Kohan is partnering with 
Turkey-based Tosyali Holding via the joint-venture route to build a 
production facility in the southern part of the nation.41

Rapid-growth markets invest in Turkey’s future
There is a growing interdependence among rapidly growing 
economies in terms of trade and investment. As Turkey has 
progressed on the rapid-growth trajectory, it has attracted interest 
from other fast-expanding markets in Asia and the Middle East.

• Asian economies lead the way 
China, India and South Korea have been trying to capitalize on 
Turkey’s growth story through FDI. Together, these countries 
have directed 23 projects to Turkey since 2007. Leading Indian 
multinationals such as Larsen & Toubro and Polyplex have 
invested there. Polyplex is mulling over an additional US$500m 

40. “Mizuho May Seek Bank License or Bank Stake in Turkey,” Bloomberg website, 4 June 2012, 
www.bloomberg.com, accessed 29 November 2012.
41. “Turkish steelmaker Tosyali partners Japan’s Toyo Kohan,” Reuters website, 2 February 2012, 
www.reuters.com, accessed 26 November 2012.

Turkey accession to the EU
Turkey began to negotiate its accession to the EU in 2005. Since 
then, progress has been slow. Nevertheless, the EU remains the 
largest source of FDI in Turkey, with the opening of sectors such 
as banking, energy, tobacco and telecommunications. Meanwhile, 
Turkey and the EU are still strong trading partners. 

Turkey and the EU would both benefit if the accession negotiations 
regain momentum. While investors from the EU continue to offer 
technological and innovation capabilities, Turkey’s dynamic population 
can help the EU boost demand-driven growth. Both parties would 
benefit from stronger economic ties. EU membership would allow 
Turkey to benefit from the EU’s sound foreign and security policy, 
trade policy, and influence in other fields of global governance. 

Though, the timeline for accession is not defined, these discussions 
have not impacted the underlying importance of Turkey in investors’ 
minds. A majority of investors declared that negotiations have 
actually improved their perception of the country’s attractiveness. 
This view holds true for respondents who are present in the country, 
as well as those who are not in the region.

EU accession negotiations
Would you say that the country’s accession negotiations with the EU have 
improved or deteriorated your perception of Turkey’s attractiveness?

58.5%
Improved

Source: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).

27.9%
Neither improved 
nor deteriorated 

9.5%
Deteriorated 

4.1%
Can’t say
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investment after committing US$150m to build a plastics plant 
in the Corlu district. A number of Chinese firms are seeking 
investment opportunities in Turkey, especially in nuclear 
energy, highway, high-speed train, railway and port projects. 
Multinationals from China, including Bank of China and Huawei 
Technologies, are already present in the country.42 In addition, 
some parts of a free-trade agreement between South Korea and 
Turkey came into effect in August 2012. Turkey and South Korea 
are collaborating to build nuclear and coal power plants.

• Making connections with MENA 
Though the Middle East and North Africa (MENA) region accounts 
for only 3% investment decisions in the country, Turkey has been 
collaborating and strengthening trade ties with the region for the 
past five years. The main catalyst for this development has been 
the long, drawn-out nature of Turkey’s bid for EU membership. 
While the EU is still Turkey’s key export market, its importance  
is dwindling. 

42. “Akbank-BoC partner to bolster Turkish-Chinese investments,” Invest in Turkey website, 
26 September 2012, www.invest.gov.tr, accessed 1 November 2012; “China’s Huawei to invest $100 
mln in Turkish acquisitions in 2013,” Reuters website, 10 October 2012, www.reuters.com, accessed 
5 November 2012.

Gulf attention in Turkey is driven by similarities in the business 
and social culture. Sectors attracting attention from MENA include 
retail, financial services and energy. Several companies, including 
Emaar and Abraaj Capital, and Taqa, have shown interest in the 
Turkish market.43

43. “Turkey’s eastern trading bet pays off,” Financial Times website, 29 August 2012, www.ft.com, 
accessed 20 January 2013.

Decline in Western Europe's  share of 
FDI projects

Although Western Europe 
remains the largest regional 
investor in Turkey, its relative 
importance in FDI inflows to the 
nation has been declining. The 
Turkish Government has made a 
conscious effort to deepen ties 
with the MENA region.

62.5%
2007 46.3%

2012

Sources: Ernst & Young’s EIM, 2013.
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The global financial crisis has created a 
much more challenging environment in 
Europe for FDI. In general, the region has 
seen a near halving of FDI inflows since 
the fall of Lehman Brothers in 2008. This 
largely reflects fallout from the European 
periphery crisis and the perception that 
the region will be crisis-prone and suffer 
from low growth, for an extended period 
of time. So being European, Turkey is in a 
difficult region.

We do not anticipate the speedy return 
of aggregate FDI inflows into the region, but 
we expect much more competition between 
countries to attract a bigger slice of a 
much smaller FDI cake. As this competition 
intensifies, Turkey probably stands in better 
shape than its competitors in emerging 
Europe. Turkey benefits from a number of 
key positives, including a stable, reforming, 
pro-business government. Macroeconomic 
indicators are also positive. Turkey is 
established as a high-growth economy − 
with 4%–5% real GDP growth expected in 
2013 − and boasts favorable demographics, 
with a young and aspiring population that 
enjoys rising income levels. In contrast 
with much of Europe, Turkey has a healthy 

banking sector, in which banks want to lend 
and consumers want to borrow. And it has 
a strong public sector balance sheet, with 
a budget deficit of around 2% of GDP, and a 
public sector debt ratio below 40%. 

Turkey’s key vulnerability remains its 
large current account deficit of around 7% of 
GDP. However, there is some evidence that 
short-term demand management measures 
have cooled demand for imports over the 
past year. Meanwhile, the Government 
is working on longer-term measures to 
close the current account gap, including 
promotion of exports; energy conservation 
and diversification; and pension reform to 
boost savings rates. 

Turkey also benefits from a diversified 
trade structure, with a diminishing share 
of exports to the EU (now below 40%). 
The Government is looking to boost trade 
ties with Africa, the Middle East and Asia. 
These new and deepening trade relations 
should also provide a reverse flow of FDI. 
Turkey’s strong policy and macroeconomic 
backdrop should encourage it to lead 
the region in terms of FDI inflows, and 
these flows should further help underpin 
economic growth and development.

Strong fundamentals  
open door to FDI 

Timothy Ash 
Head of emerging markets research (ex-Africa), Standard Bank, London

“The Government is 
looking to boost trade 
ties with Africa, the 
Middle East and Asia.”

Interview
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Interest is high
More than half of total respondents have expressed their intention to 
set up operations in Turkey within the next year. This highlights the 
growing investment appeal of Turkey in the eyes of business leaders.

When asked about a specific strategy for investment in Turkey, 
56.3% of survey respondents revealed plans for extending existing 
operations in the country. While 41.2% plan to expand facilities, 
15.1% are looking to increase their labor force. 

There was a marked difference between the responses of investors 
who are present in Turkey and those who are not. While existing 
investors showed a preference for expanding operations, the others 
prioritized plans forJVs and greenfield investments. Recently, 
Japan's Sumitomo Rubber Industries and Turkey's Abdulkadir Ozcan 
Otomotiv Lastik have entered into a JV to set up  
a passenger tire plant in Cankiri.44

44. “Sumitomo Rubber to Establish a Joint Venture In Turkey,” Sumitomo Rubber Industries 
website, www.srigroup.co.jp, 21 September 2012.

Are you planning to invest? 

How are you planning to invest? 

Established in TurkeyTotal

Sources: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).

Not established in Turkey

Expansion of facility Increasing 
labor force

Joint venture/alliance Acquisition Greenfield 
investments

Other Can't say

15.5%

2.9%

Established in Turkey

Can't say

Not established in Turkey

No

Yes

81.6% 75.0%

9.0%
15.9%

45.5%

16.6%

7.7%

47.6%

7.0%

12.0% 14.5%
16.3%9.6%

6.8%
10.6%

5.8%

36.1%

5.1%

58.8%

Investor plans
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What it means for businesses

In today’s competitive world, companies need to be more 
responsive to their customers. They are continuously expanding 
their focus beyond production activities and assessing the entire 
length of the value chain. Turkey’s FDI projects encompass 
both traditional and developing sectors. Most FDI activity in 
the country is in sectors such as business services, diversified 
industrial products, automotive, ICT, financial services, and 
transport and logistics. Business leaders should pay closer 
attention to the changing dynamics of the Turkish economy so 
that they can time their investments accordingly.

Turkey also has a diverse profile in terms of the originators of 
foreign investment. Western Europe is the top regional investor in 
the country, followed by North America. While Turkey continues 
to collaborate and strengthen ties with the MENA region, Asian 
economies have also noticed its potential. Foreign investors can 
be assured of the all-round appeal of the country.
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Perception
How Turkey is viewed by foreign investors

p.31 Turkey's prospects 
On the right track

p.32 What drives investment 
Market opportunities, labor 
market and diversity

p.34 The challenges ahead 
Business environment, R&D  
and innovation

p.37 Istanbul and beyond 
Regional development

Istanbul , apartment and office buildings
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On the right track 
Turkey’s prospects

Turkey’s attractiveness has improved in the last three years, according to the majority 
of survey respondents. Turkey is on a growth trajectory, and its investment appeal is 
expected to rise further in the future. Attracting FDI has been a high priority for the Turkish 
Government, which has been improving the investment climate by implementing structural 
reforms and incentive schemes.

Key findings

71% of respondents think that 
Turkey's investment attractiveness 
improved substantially over the last 
three years.

88% praise Turkey's 
geographical location.

79% commend Turkey's  
domestic market.

2 main challenges to be addressed: 
business environment and innovation 
capacity.

Crossroads  
of opportunity

The investors’ verdict on Turkey’s strengths and weaknesses and  
why development must be spread across its regions.

Slightly improved Significantly improved

Perception of Turkey's attractiveness
Over the past three years, has your perception of Turkey’s attractiveness to invest in ... ?

Source: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).

41.1%

30.2%

Can’t say

Total deteriorated: 6.1%

Neither improved 
nor deteriorated

Slightly 
deteriorated

Significantly 
deteriorated

3.3%
1.7%

4.4%

19.3%

Total improved: 71.3% 
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Market opportunities, labor market and diversity  
What drives investment

Market opportunities

• Central geographic location and access 
to multiple markets 
Turkey’s geographical location is one of its 
most appealing features. Turkey’s location 
provides easy access to more than 1.5 
billion consumers in Europe, Central Asia, 
the Middle East and North Africa.45 Turkey 
also plays an important role as an energy 
transit country — oil and gas supplies from 
Russia, the Caspian region and the Middle 
East travel through Turkey to Europe. More 
than three-quarters of Turkey’s energy 
resources are to be found in the south and 
east of the country. The largest energy 
consumer, Europe, is located to its west.46 

• Large domestic market 
Turkey has a domestic market of 74.6 million 
people.47 GDP per capita is expected to 
be US$11,489 in 2013, substantially 
higher than that of Vietnam (US$1,706) 
and Indonesia (US$ 4,014). Turkey's 
Vision 2023 targets GDP per capita at 
US$25,000.48 These prospects make 
investment in Turkey highly appealing.

Investors set up operations in Turkey not just 
to reach its domestic customers but also to 
access the surrounding markets of Europe 
and Asia. While 23.3% of respondents are 
motivated by the domestic market, 15.3% 
are targeting the global market. 

45. “Centrally located,” Invest in Turkey website, www.invest.gov.tr, 
accessed 28 December 2012.
46. “Ten Reasons to Invest in Turkey,” Invest in Turkey website, 
www.invest.gov.tr, accessed 30 December 2012.
47. “People and Society,” CIA World Factbook, www.cia.gov, 
accessed 15 December 2012.
48. Turkey Vision 2023, Republic of Turkey Prime Ministry’s 
Investment Support and Promotion Agency, July 2012, p.4.

Reasonable labor cost-quality profile 
Low-cost labor makes Turkey an attractive 
investment destination. In 2009, the 
average hourly cost of labor in Turkey 
was US$2.98. This compares with 
US$3.29 in Russia, US$5.23 in Brazil and 
US$13.19 in the Czech Republic.49 Several 
companies relocated from other parts of 
Europe to Turkey on account of its cost 
competitiveness.

Turkey’s favorable demographic trend is 
also appealing for investors. While the 
West is growing old, Turkey has a young 
and vibrant population, with a median age 
of 28 years.50 Within 25 years, there will 

49. “Labor Force and Employment in Turkey,” Republic of 
Turkey Prime Ministry’s Investment Support and Promotion 
Agency, July 2010, p.11.
50. “Turkey Is Hot for Hiring Great Talent,” CNBC website, 

still be five workers for every person of 
pensionable age in Turkey, while in Japan 
and Germany there will be less than two.51

Turkish culture
Turkey has been home to a succession 
of rich civilizations, which have greatly 
influenced its social and business culture.52 

Acting as a cultural bridge between the East 
and the West, the country is considered 
both European and Asian. This diversity 
is unique to Turkey and is proving to be a 
substantial asset. 

22 August 2012, www.cnbc.com, accessed 10 December 2012.
51. Ernst & Young’s Rapid-Growth Markets Forecast,  
October 2012.
52. “The people,” Turkish cultural foundation website,  
www.turkishculture.org, accessed 5 January 2013.

Turkey’s attractive features  
Please rate the following parameters for investment in Turkey as very, fairly, litte or not at all attractive

Parameters

Attractive Not at all 
attractive

Can’t say

Very Fairly Little

Geographical location 44.2% 43.5% 8.6% 2.9% 0.8%

Domestic market 37.8% 41.6% 7.6% 5.1% 7.9%

Labor costs 24.0% 46.3% 16.7% 4.0% 9.0%

Local labor skills level 15.6% 52.5% 20.5% 3.5% 7.9%

Turkish culture 30.2% 47.5% 11.6% 4.2% 6.5%

Macroeconomic stability 19.2% 51.4% 22.2% 3.3% 3.9%

Entrepreneurial culture, entrepreneurship 25.3% 45.4% 14.0% 5.0% 10.3%

Telecommunication infrastructure 28.2% 42.4% 15.0% 4.1% 10.3%

Source: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).
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A safe haven  
for investment

M. İlker Aycı 
President, The Republic of Turkey Prime Ministry Investment  
Support and Promotion Agency (ISPAT)

Over the past decade, Turkey has 
fundamentally transformed its economy. 
Structural reforms have helped to make 
Turkey one of the most attractive investment 
destinations in the world. The economy 
has been growing over 5% per year since 
2002. In the meantime, GDP per capita has 
more than tripled. Similarly, exports have 
increased from US$36b to US$150b. More 
importantly, Turkey has attracted around 
US$120b of FDI over the past decade. In 
contrast, the preceding eight decades saw 
Turkey attract just US$15b. So Turkey’s 
recent performance in attracting FDI has 
been impressive. In addition, the number of 
foreign companies in Turkey has increased 
from 5,600 to more than 30,000.

As an emerging economy, Turkey offers 
opportunities in many sectors. These 
include, among others, energy, renewable 
energy, automotive, ICT, petrochemicals, 
iron and steel, real estate and finance. 
The centenary of the Turkish Republic 
will be celebrated in 2023. Turkey has set 
specific targets to achieve by then, from 
health care to the economy, and from 
defense to education. It aims to be one of 
the top 10 economies in the world, with 
a GDP of US$2t; to increase its export 
volume to US$500b; to upgrade its energy, 

transportation and health infrastructure 
through the construction of city hospitals; 
to more than double electricity generation; 
to build new bridges on the Bosphorus and 
the Dardanelles straits; and to establish 
Istanbul as an international financial center. 
Having been tested by the global economic 
crisis, Turkey has one of the most stable 
and profitable financial sectors in its region. 
The Turkish Government’s Istanbul Finance 
Center project offers global companies 
a chance to run their regional financial 
operations through Istanbul, which enjoys 
a skilled workforce, a vibrant local economy 
and status as a global, cosmopolitan city.

Turkey’s robust domestic market is an 
important attraction for investors from 
all around the world, as is its strategic 
geographical location, which allows 
investors to access lucrative markets in 
Europe, the Middle East, North Africa, 
the Caucasuses and Central Asia. Their 
combined market size is around 1.5 billion 
people, while their combined GDP and 
foreign trade total US$25t and US$8.2t, 
respectively. A strategic location, a vibrant 
domestic market and a skilled labor force, 
combine to make Turkey a very suitable 
location, both for manufacturing and 
management operations.

“Having been tested by 
the global economic 
crisis, Turkey has one  
of the most stable  
and profitable financial 
sectors in its region.”

Interview
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Business environment, R&D and innovation 
The challenges ahead 

Turkey’s business environment

• Political, legislative and administrative conditions 
Businesses in Turkey are subject to a degree of bureaucracy, 
bribery and influence peddling. Our European Fraud Survey 2011 
found that bribery and corruption have become commonplace in 
Turkey.53 Turkey’s low rank on the government regulations factor 
in the Global Competitiveness Report 2012–13 also signifies that 
businesses find it difficult to comply with complex administrative 
requirements. Turkey’s rank of 80th compares poorly to Qatar 
(3rd), China (23rd) and Indonesia (48th).54 At 54th position, Turkey 
also ranks below the UAE and Qatar on Transparency International’s 
Corruption Perceptions Index 2012.55

• Investment incentives 
Aids, subsidies and support measures from public authorities are 
critical for the promotion of FDI and the reduction of reliance on 
the volatile FII flows. A survey conducted by the American Business 
Forum for Turkey shows that 42% of respondents believe that the 
Government’s investment incentives are inadequate to bolster 
further investment into the country.56

53. Ernst & Young’s European fraud survey 2011: Recovery, regulation and integrity, Ernst & Young, 
2011.
54. The Global Competitiveness Report 2012–13, World Economic Forum, 2 November 2012.
55. “Corruption Perception Index 2012,” Transparency International website, www.transparency.org, 
accessed 27 December 2012.
56. “Business and Investment Climate in 2012,” American Business Forum in Turkey website, www.

• Labor laws 
Turkey has a relatively stringent employment protection regime. 
The Global Competitiveness Index 2012–13 places Turkey 44th 
for “hiring and firing practices.”57 Turkey needs to create more 
flexible working conditions — employment contracts that suit the 
requirements of both employers and employees.58

• Corporate taxation 
Corporate taxation has been identified as another improvement 
area for Turkey. Currently, Turkey holds the 80th place on the 
Paying Taxes Pillar of the Doing Business Index 2013.59 It lags 
behind other emerging countries such as Russia (60th) and Korea 
(30th).60 The tax filing procedure in Turkey takes 223 hours 
per year, compared with an average 184 hours for countries in 
the Middle East and North Africa and 176 hours for the high-
income OECD countries.61 High payroll taxes and social security 
contributions are other impediments for investment in Turkey. 

abft.net, accessed 18 December 2012.
57. The Global Competitiveness Report 2012–13, World Economic Forum, 2 November 2012.  
58. “Termination of Employment,” Invest in Turkey website,  
www.invest.gov.tr, accessed 26 December 2012.
59. Doing Business 2013: Smarter Regulations for Small and Medium-Size Enterprises, The World 
Bank, 2012.
60. “Paying Taxes,” The World Bank website, www.doingbusiness.org, accessed 19 March 2013.
61. “Paying Taxes,” The World Bank website, www.doingbusiness.org, accessed 26 December 2012.

A clear and stable political, 
legislative and administrative 
environment 

Sources: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).

Aid, subsidies and 
support measures 
from public authorities 

Labor law flexibility 
regarding hiring, termination 
and duration of work 

Corporate taxation Research and development 
availability and quality 

20.0%

38.5%

41.5%
42.1%

46.2%

Turkey's improvement areas  
Please rate the following parameters for investment in Turkey as very, fairly, little or not at all attractive

Total attractive 
(Includes responses for very and fairly attractive) 

Total not attractive 
(Includes responses for little and not at all attractive)

Can’t say

17.3% 19.4% 16.7%

7.4%

44.3% 48.6%50.5%

36.5% 36.3% 34.7%
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Research and development availability and quality
Investors give a sobering assessment of the availability and quality 
of R&D in Turkey. The country ranks 74th on the Global Innovation 
Index 2012. Although it fared better than RGMs such as Mexico 
(79th), Indonesia (100th) and Egypt (103rd), it was behind China 
(34th), Russia (51st), Brazil (58th) and India (64th).62 Currently, 
Turkey performs poorly in university-industry R&D collaboration. 
Incentives for collaboration are weak, so most research is carried 
out at universities. Turkey lacks the research apparatus to 
specialize in high-technology exports. It lags behind the EU in 
terms of the number of researchers and patenting activity.63

Another weak area is the inadequate quality of vocational education in 
Turkey. Dropout rates in secondary and vocational education are high. 
Only half of those in the 15–20 years age bracket continue at school.64 
Secondary education needs to be bolstered to provide skills that are 
required in the labor market. 

62. “The Global Innovation Index 2012,” INSEAD website, www.globalinnovationindex.org, accessed 
2 July 2012.
63. “Turkey,” European Commission website, ec.europa.eu, 2 July 2012.
64. “Structural Reforms to Boost Turkey’s Long-Term Growth,” Organization for Economic Co-
operation and Development working papers, 13 September 2012.

Key findings

42% of investors want to see 
a more stable political, legislative and 
administrative environment.

42% identify government 
support mechanisms as a key 
improvement area.

37% want Turkey to focus on 
developing more flexible labor laws.

36% identify corporate taxation 
as an improvement area.

35% believe that Turkey needs 
to improve its capacity for innovation 
and R&D.
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Reforms usher  
in a period of growth  
and stability

Dr. Erdem Başçı 
Governor, Central Bank of the Republic of Turkey

After Turkey’s 2001 crisis, the country put 
in place an ambitious structural reform 
agenda, coupled with sound monetary, 
fiscal and financial sector policies. The 
aim has been to establish macroeconomic 
and financial stability, and to improve the 
overall business environment. Since then, 
Turkey has experienced a significant degree 
of disinflation. The consumer price index 
inflation fell from 68.5% in 2001 to 6.2%  
in 2012. 

This achievement on the inflation 
front has significantly improved the 
macroeconomic environment and eliminated 
the vulnerabilities that had put a burden 
on the proper functioning of the financial 
system in the past. The Central Bank Law, 
which was amended in 2001, charges the 
Central Bank of the Republic of Turkey with 
taking necessary measures to contribute to 
financial stability in addition to its primary 
mandate of achieving price stability. 
Accordingly, the Bank preserves the 
main objective of achieving price stability 
while safeguarding financial stability as a 
supporting objective. 

On the fiscal front, the public debt 
burden fell from 74% of GDP in 2002 to 
36% in 2012. Low fiscal dominance and 
the sound financial sector helped Turkey to 
achieve a private sector-led growth after 
2001. This growth performance has been 
achieved mainly through productivity gains. 
Along with high economic growth, Turkey’s 
economy has also become more open. 
Export volume, which stood at only US$31b 
in 2001, had reached more than US$152b 
at the end of 2012.

As a result of this sound macroeconomic 
environment, FDI inflows to Turkey have 
picked up rapidly. FDI to Turkey was only 
US$571m in 2002. It increased more than 
33 times to reach US$22b in 2007. FDI 
inflows started to decrease globally due to 
the 2008-09 financial crisis, and Turkey was 
no exception. However, FDI inflows to Turkey 
began to accelerate after 2010 and this 
surge is expected to continue. We believe 
that Turkey will be among the top emerging 
markets and a major FDI destination in the 
years ahead. 

“Along with high 
economic growth, 
Turkey’s economy  
has also become  
more open.”

Interview
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Regional development 
Istanbul and beyond 

Istanbul: Turkey’s shining star 
Istanbul is Turkey’s financial center. 
Not surprisingly, it is the country’s 
most favored business and investment 
destination. Its appeal lies in its strong 
growth potential, easy connectivity 
to markets and expatriate-friendly 
culture. Several global companies have a 
presence in the city, both in the form of 
headquarters and operating offices.65

Between 2007 and 2012, the US was 
the top investor in Istanbul, followed by 
Germany and the UK. Nearly 85% of the 
total projects in Istanbul were directed 
toward services, 9.3% to industrial 

65. “Istanbul among global business hubs,” Invest in Turkey 
website, www.invest.gov.tr, accessed 5 November 2012.

activity and 6% to strategic functions. 
The availability of an educated and skilled 
workforce plays a major role in making the 
city a hub for services.

Istanbul’s FDI activity accelerated in 2011, 
when project numbers saw a year-on-year 
increase of 70.3%. The Government has 
been taking steps to create a conducive 
environment for companies operating in 
Istanbul. This is evident from the growing 
number of international private equity funds 
that are establishing their base in Istanbul. 
The International Finance Corporation, the 
World Bank’s finance arm, now has its largest 
office (outside Washington) in Istanbul, from 
where it manages business with over 50 
countries in eastern and southern Europe, 

the Middle East and North Africa.66 Istanbul 
is bidding against Madrid and Tokyo for the 
rights to host the Olympic and Paralympic 
Games in 2020. The Istanbul Financial 
Center (IFC), which will house the head 
offices of Turkey’s governing financial 
institutions, as well as other businesses, 
aims to turn Istanbul into a global center of 
commerce.67 Burgan Bank SAK of Kuwait, 
Mitsubishi Corp. of Japan and Sberbank of 
Russia are key global companies that opened 
offices in Istanbul in 2012.68

66. “Istanbul: Business and finance 2012,” Financial Times 
website, 16 October 2012, www.ft.com, accessed 19 March 2013.
67. “Massive complex to turn Istanbul into an international 
finance center,” Invest in Turkey website, www.invest.gov.tr, 
accessed 19 November 2012.
68. “Istanbul Aims to Outshine Dubai With $2.6 Billion Bank Center,” 
Bloomberg website, 16 September 2012, www.businessweek.com, 
accessed 27 December 2012.

Source: Ernst & Young’s EIM, 2013.
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Beyond Istanbul: promising regions 
for investment
Responses to our survey demonstrated 
a clear preference for Istanbul as an 
investment destination. When asked 
about other promising cities, 25.8% of the 
respondents did not choose one. Moreover, 
61.6% of respondents not yet present in 
Turkey could not indicate a preference for 
cities other than Istanbul. This highlights a 
need to encourage investment in a broader 
range of locations.

Izmir emerged as the second most favored 
investment destination, after Istanbul. 
Respondents also showed preference for 
investment in Ankara and Bursa.

• Izmir is Turkey’s third most populous 
city69 and second most important seaport. 
Its importance as a center for foreign 
trade emerges in part from the maritime 
transportation opportunities that it offers. 
It is currently home to seven organized 
industrial zones, two free zones, one 
TDZ and four main trade ports.70 The 
proliferation of free zones and industrial 
zones helped Izmir garner 8.4% of the total 
FDI projects in Turkey between 2007 and 
2012. The Izmir Development Agency 
(İZKA) has drawn up a regional innovation 
strategy and regional plan to bolster 
economic activity in the city. The regional 
plan has identified eight key sectors with 
the best potential for FDI: motor vehicles, 
chemicals, industrial machinery, food and 
beverage, renewable energy, tourism, non-
automotive transport equipment and ICT.71

The presence of 1,743 international 
companies72 signifies Izmir’s position as 
a major FDI destination. Hugo Boss and 
Philip Morris International are two of the 
large multinationals present in the region 
since the early 1990s.73 Intesa Sanpaolo, 
Silvermet Inc. and Tetra Laval are among the 
companies that invested in Izmir in 2012.

• Ankara, Turkey’s capital, is located in 
the center of the country. As such, it is 
an important industrial and commercial 
hub. It received projects mainly from 

69. “Doing Business in Turkey,” DEIK website, www.turkey-now.org, 
accessed 30 November 2012.
70. “Economy,” Invest in Izmir website, www.investinizmir.com, 
accessed 28 November 2012.
71. “Key Sectors,” Invest in Izmir website, www.investinizmir.com, 
accessed 28 November 2012.
72. “Economy,” Invest in Izmir website, www.investinizmir.com, 
accessed 28 November 2012.
73. “Success Stories,” Invest in Turkey website, www.invest.gov.tr, 
accessed 19 December 2012.

Western European countries between 2007 
and 2012. Germany, the US and France 
emerged as the top three investors. FDI 
activity in the region was more or less 
uniform across sectors. The presence of 6 
technocities and 12 industrial parks makes 
the city attractive for investment in the 
ICT and industrial sectors.74 The region 
displayed excellent FDI performance in 
2012, with one of the highlights being 
the European Bank for Reconstruction 
and Development (EBRD) setting its new 
resident office in the capital.75

• Bursa, located in the northwest region of 
Turkey, is another industrial city. In recent 
years, Germany, Switzerland and France 
have been the top three investors in the 
province. IBM and Nestlé recently invested 
in Bursa, mostly to serve the greater 

74. “Invest in Ankara,” Ankara development agency report, 
25 August 2011, p. 2; “Special investment zones,” Invest in 
Turkey website, www.invest.gov.tr, accessed 18 February 2013.
75. “EBRD opens office in Turkish capital Ankara,” European 
Bank for Reconstruction and Development website,  
www.ebrd.com/pages/news, 30 May 2012.

Appeal of Turkey's cities
Apart form Istanbul, which are the most 
promising cities in Turkey?

Source: Ernst & Young’s 2013 Turkey attractiveness 
survey (total respondents: 201).

Izmir 37.7%

Ankara 22.8%

Bursa 18.6%

Antalya 7.3%

Kayseri 6.5%

Eskisehir 5.5%

Adana 5.0%

Kocaeli 4.8%

Mersin 4.7%

Gaziantep 3.5%

Can’t say 25.8%

Reality matches 
perception

65% of survey respondents 
perceive Istanbul to be the most 
attractive city in Turkey. This 
perception is in tune with reality, with 
the region receiving ...

55% of the total FDI projects 
between 2007 and 2012.
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Regional classification as per Turkey’s new investment incentive scheme
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Source: “Investment guide,”  Invest in Turkey website, www.invest.gov.tr, accessed 20 November 2012.

Driving investment to Turkey’s regions

Turkey introduced a new investment incentive scheme in April 2012 
to reduce its current account deficit, boost investment in lesser 
developed regions and promote cluster activities. The scheme 
has four elements: general, regional, large-scale and strategic 
investment. The regional incentive scheme, in particular, aims to 
balance regional development by encouraging investment in the 
disadvantaged eastern region. It divides Turkey into six regions 
based on potential and the development of the local economy, and 
offers generous subsidies and tax breaks to companies investing in 
lesser developed regions. While region 1 consists of the developed 

provinces of Istanbul, Bursa, Ankara and Izmir, region 6 comprises 
eastern Turkey, covering provinces such as Diyarbakir, Van and 
Ardahan. Investors vying for region 6 are entitled to income tax 
withholding allowance and Social Security Premium Support for  
10 years. Value-added tax (VAT) and custom duty exemption, are 
offered to encourage investment in all six regions.

Sources: “A new investment incentive scheme for Turkey,” Ministry of Economy Turkey website, 
www.economy.gov.tr, accessed 19 March 2013; “Investor’s guide,” Invest in Turkey website, www.
invest.gov.tr, accessed 18 December 2012.
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MENA market. While IBM Corp. set up a 
service center in 2012 to meet the growing 
technology needs of firms established 
in the region,76 Nestlé set up a facility in 
2011 for the production and export of 
cereals to North African and Middle Eastern 
countries.77 

• Kocaeli, a province on the eastern coast 
of the Marmara Sea, is the most preferred 
destination for industrial projects. Due 
to the province’s geographical proximity, 
Western Europe countries — led by 
Germany and France — have actively 
invested in the province. Kocaeli’s free 
trade zone encourages investors to 
conduct manufacturing and trading 
activities in the province. Kocaeli has 

76. “IBM expands operations in Turkey with new branches in Adana 
and Bursa,” IBM website, 12 September 2012, www-03.ibm.com, 
accessed 19 March 2013.
77. “Nestle to build breakfast cereal facility in Turkey,“ Food and 
business news website, 25 March 2011, www.foodbusinessnews.net, 
accessed 12 December 2012.

received considerable attention from 
large-scale automotive companies in the 
past few years. Ford Otosan has invested 
around US$1b in Kocaeli since 2011.78 
Leading companies such as Bridgestone, 
Goodyear and Pirelli have also set up 
production facilities in the province.

Need for balanced regional 
development 
Although Turkey has registered strong 
economic growth over the last few years, 
regional development has not been spread 
around the country. The disparity is an area 
of concern. 

The Turkish Enterprise and Business 
Confederation (TÜRKONFED) uses the 
concept of “added value per person 
to the national economy” to identify 
discrepancies among regions. In Turkey, 

78. Ernst & Young’s EIM, 2013.

there is a wide disparity in added value per 
person across regions.

The Turkish Government recognizes that 
balanced regional development is critical 
to sustainable economic progress. Thus, it 
introduced a Regional Investment Scheme 
in April 2012, to encourage investment 
in underdeveloped provinces and initiate 
economic development in those regions.79 
The Government should try to replicate 
the successful model of Istanbul in other 
cities and provinces. The public and private 
sectors, as well as non-governmental 
organizations, should work together to 
find ways to realize the potential of long-
overlooked regions.

79. “A new investment incentive scheme for Turkey,” Ministry 
of Economy Turkey website, www.economy.gov.tr, accessed 
19 March 2013.
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What it means for businesses

The decision to establish or expand operations in a market  
is critical for any enterprise. Business leaders must make an  
informed decision, weighing the benefits and costs associated 
with their decision. Turkey’s strategic geographic location, 
combined with a large domestic market, creates many market 
opportunities. Its reasonable labor cost-quality profile and 
diversity also attracts interest. 

This appeal is, however, limited by the operational challenges 
present in the country. Investors have to be careful about the 
current business environment and R&D capacity. The legislative and 
administrative environment can also hamper timely decision-making.  

Additionally, in an era of changing technologies and shifting 
consumer needs, investors will be required to use their own capacity 
for innovation rather than depend on the country’s R&D climate. 

The need to spread development into regions beyond Istanbul, 
opens the possibility of new economic centers being created. 

A robust due diligence framework can help businesses make  
the right trade-off between the opportunities and risks of  
operating in Turkey.
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Actions
How Turkey can move forward

p.43 Turkey in the short term 
Strong investor confidence

p.44 Turkey in the long term 
A Euro-Asian-Middle East hub

p.46 Future growth 
Attracting high value-added 
sectors

p.49 How to meet investor 
expectations 
Reforms and actions

Istanbul , apartment and office buildings
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Strong investor confidence 
Turkey in the short term

The majority of respondents think that Turkey will become more attractive over the next 
three years. A mere 2.1% anticipate that its attractiveness will significantly deteriorate. 
A large domestic market, substantial growth prospects and attractive labor market 
strengthen the country’s investment appeal. 

Investor confidence in Turkey’s economy is second only to that of Brazil, where 83.4% 
expect an improvement in investment attractiveness. The figure stands at 80.6% for Turkey, 
75% for the Middle East, 73% for Africa, 57% for Russia and 38% for Europe.

Into the future

Ways for Turkey to realize its potential as an investment destination.

Can’t sayNeither improve
nor deteriorate

Slightly 
deteriorate

Significantly 
deteriorate

Turkey's future attractiveness
Over the next three years, do you think the attractiveness of Turkey as a place for your company
to establish or develop activities will ...?

Source: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).

Total improve: 80.6% 
Slightly improveSignificantly improve

Total deteriorate: 7.2%

44.4%
36.2%

2.1%
5.1%

1.7%

10.5%

Key findings

81% of respondents think 
Turkey's attractiveness will continue to 
improve.

44% expect Turkey to be a 
regional and global hub for operations 
by 2023.

35% see significant potential in 
real estate, hospitality and construction 
over the next two years.

4 actions to be taken: revamp 
business environment, foster 
entrepreneurship, improve 
infrastructure and focus on innovation.
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A Europe-Asia-Middle East hub 
Turkey in the long term

Operational hub
The majority of survey respondents expect Turkey to become  
a regional and global hub for operations by 2023. Multinationals 
are keen to establish management, production and distribution 
capabilities in the country. Many companies manage operations across 
many countries from offices and headquarters in Turkey. In 2012, US-
based 3M announced a US$500m plan to set up a regional production 
hub in Turkey, with the aim of serving consumers in Europe, MENA 
and Russia.80 Istanbul is a preferred destination on account of its 
proximity to crucial business centers, its experienced workforce, 
well-developed infrastructure and its ability to adapt to the cultures  
of surrounding Balkan, Middle Eastern and Central Asian nations.81

Leader in international exports
Turkey’s location also encourages investors to see it as a leader in 
exports to international markets. A sizeable, youthful population 

80. “3M to establish regional production hub in Turkey,” Invest in Turkey website, 10 October 2012, 
www.invest.gov.tr, accessed 27 December 2012.
81. Istanbul: Business and finance 2012,” Financial Times website, 16 October 2012, www.ft.com, 
accessed 19 March 2013.

provides a labor force suited to export-oriented industries such as 
cars, aerospace, appliances and textiles. Turkey is breaking away 
from the domestic demand-driven expansion of the past few years 
and producing more goods for export to markets in the Middle 
East, Russia and Africa.82

Manufacturing leader with high-value labor
More than 20% of investors believe that Turkey will become 
a leading player in manufacturing by 2023. Manufacturing 
has been identified as the most long-term link to the global 
economy.83 Another 17.9% of respondents are confident about 
Turkey’s future as a country with one of the highest value 
labor markets. Although Turkey has the potential to become 
the regional hub for operations and manufacturing, its future 
attractiveness will depend on its ability to maintain demand and 
cost competitiveness.

82. “Turkey looks to export markets,” Financial Times website, 24 October 2012, www.ft.com, 
accessed 26 December 2012.
83. Turkish Industrial Strategy Document 2011–14, Ministry of Industry and Trade, 
15 February 2011.

How do you see Turkey in 2023?

Source: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).

A regional and global hub for operations 44.0%

A leader in exports to international markets 29.5%

A leader in manufacturing 20.4%

A country with one of the highest-value labor markets 17.9%

Surpassed by competition from more dynamic countries 12.3%

A country with highly developed technological infrastructure 11.0%

A leader in energy 10.4%

One of the world leaders in strategic industries 8.5%

A leader in R&D and innovation 6.8%

A country with one of the best education and higher learning systems 4.9%

Can’t say 8.0%
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Turkey as  
a regional hub 

Hüseyin M. Akın 
President, International Operations, Coca Cola İçecek (CCI) A.Ş.

With its perfect geographic position and 
easy access to 1.5 billion customers in 
Europe, Eurasia, the Middle East and 
North Africa, Turkey offers significant 
opportunities for foreign investors. 

Turkey has enjoyed annual real GDP 
growth of 5.2% over the last nine years; 
it offers a flexible regulatory framework; 
follows a peaceful foreign policy; and 
benefits from a particularly young, 
dynamic workforce, with more than half 
the population under the age of 29. This 
proportion of young people is even higher 
than in Middle East and Central Asia.  
Also, were Turkey to be a member of the 
EU, it would have the bloc’s fourth-largest 
labor force. 

Istanbul, with its two airports and daily 
flights to regional capitals, is an ideal 
gateway to Europe, the Middle East and 
Central Asia. These three markets have a 
combined value of some US$25t and are 
all within a three-hour flight from Istanbul. 
History, proximity and connectivity make 

Turkey an ideal management hub for those 
investing in the region. 

When it comes to describing Turkey’s 
regional role, Coca-Cola provides an excellent 
example. Istanbul is home to the Coca-Cola 
Company’s Eurasia and Africa Business 
Unit, which covers 96 countries ranging 
from South Africa to Russia. Istanbul is also 
home to Coca-Cola İçecek, our sixth-largest 
bottler in terms of sales volume. In addition 
to Turkey, which is our largest market, we 
operate 22 production plants in Central 
Asia, the Middle East and Pakistan. In Turkey 
alone, we employ some 3,000 people and 
indirectly create 30,000 jobs. Our company 
has invested more than US$700m in Turkey 
over the last seven years. 

Stable economic growth; a young, 
dynamic, well-educated and multicultural 
population; a strong industrial and service 
culture; and access to multiple markets 
are among the positive macroeconomic 
indicators that will keep investors focused 
on Turkey for many years to come.

“History, proximity 
and connectivity 
make Turkey an ideal 
management hub for 
those investing in  
the region.”

Interview
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Attracting high value-added sectors 
Future growth

Riding a different growth wave
Respondents to Ernst & Young’s 2012 European attractiveness 
survey highlight the ICT and cleantech sectors as areas with great 
potential. While Europe largely consists of advanced economies 
with well-developed technological infrastructure, Turkey, being an 
emerging economy, is still finding its place in this regard. 

So investment in Europe is expected to be fueled by services-oriented 
projects, while traditional sectors such as real estate, housing and 
construction, energy and heavy industry will lead the way in Turkey.

• Real estate, hospitality and construction. A large number 
of business leaders think that Turkey’s real estate, housing and 
construction sector can act as a future engine of growth. Property 
law reforms have drawn investors’ attention to Turkey’s real estate 
sector. The new reciprocity law allows the foreign ownership of local 
real estate. This right extends to citizens of most Middle Eastern 
and Central Asian countries.84

84.  “Istanbul tempts new wave of property investors,” Reuters website, www.reuters.com, accessed 
20 March 2013.

Rising property values and the construction of several small 
housing projects across the country have caught investors’ 
eyes. Turkey’s Association of Real Estate Investment Companies 
(GYODER) forecasts that foreign investment in property will 
increase from US$2.5b in 2011 to US$10b in the medium term.85 
According to our European real estate assets investment trend 
indicator 2013, Turkish investors are upbeat about the appeal of 
their domestic real estate market. About 85% of them expect M&A 
activity in the sector to rise in 2013.86

The country is also a popular tourist destination. It was the sixth 
most-visited country in the world in 2011, with 29.3 million tourist 
arrivals.87 Several international hotel chains have chosen to enter 
Turkey. For instance, Hilton Worldwide is planning to open 13 hotels 
in the country by 2014.88

85.  “Turkey: investors eye real estate potential,” Oxford Business Group website, 29 October 2012, 
www.oxfordbusinessgroup.com, accessed 19 March 2013.
86.  European real estate assets investment trend indicator, Ernst & Young, January 2013.
87.  UNWTO Tourism Highlights 2012, United Nations World Tourism Organization (UNWTO), 2012. 
88.  “Hilton to set up 13 new hotels in Turkey in two years,” Invest in Turkey website, 
8 February 2012, www.invest.gov.tr, accessed 26 December 2012.

Sectors driving growth in the next two years 
in Turkey

Source: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).

Real estate, hospitality and construction 35.0%

Energy and heavy industry 20.6%

Transportation and  automotive 13.5%

Retail and consumer products 11.8%

Private and business services 6.2%

Life sciences 5.9%

High-tech and telecommunication 2.9%

Agriculture  2.8%

Mining and metals  2.6%

Export 0.8%

Private equity 0.7%

Alternative/renewable energy/cleantech <1%

Technologies <1%

Can’t say  7.4%

Sectors driving growth in the next two years 
in Europe

* Energy (including nuclear energy) and utilities (waste, water treatment)
Source: Ernst & Young’s 2012 European attractiveness survey (total respondents: 840).

Information and communication technologies 33.1%

Cleantech 26.0%

Energy and utilities* 24.0%

Pharmaceutical and biotechnologies industries 19.0%

B2B services excluding finance 15.0%

Transport and automotive industries 13.0%

Banking/finance/insurance 13.0%

Consumer goods  12.0%

Logistics and distribution channels  9.0%

Real estate and construction 7.0%
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• Energy is set to be a key driver of Turkey’s growth in the next two 
years. With a rapidly expanding young and urban population, both 
consumption and demand for energy are expected to increase.89 
Turkey’s proximity to a number of new gas sources, such as Iraq 
and Azerbaijan, and its location as host to nearly all proposed gas 
pipelines between the EU, the Middle East and Central Asia, make 
it an attractive market for power generation. The Government 
has reorganized and liberalized the electricity sector. These 
changes have caught the attention of several utility companies.90 
For instance, in 2012, Gazprom clinched a 30-year deal to export 
gas to private companies in Turkey.91 E.ON has also established 
its market position in the country through a strategic partnership 
with the Sabanci Group, and an asset swap with Austria-based 
Verbund AG. The latter deal gives E.ON a stake in EnerjiSA’s power 
generation projects and power distribution business in Turkey.92

• Machinery manufacturing and heavy industry are also 
strategically important to Turkey’s economy. The machinery 
manufacturing industry is expected to provide US$100b in exports 
by 2023, accounting for 2.3% of the global market. Also, it is 
forecast that it will create enormous manufacturing opportunities  
for investors.93

89.  “Analysis: Turkey on verge of becoming major power, gas market,” Reuters website, 
11 July 2012, uk.reuters.com, accessed 24 December 2012.
90.  “Analysis: Turkey on verge of becoming major power, gas market,” Reuters website, 
11 July 2012, uk.reuters.com, accessed 24 December 2012.
91.  “Russia’s Gazprom wins 30-year gas export deal in Turkey,” Reuters website, 
26 November 2012, www.reuters.com, accessed 24 December 2012.
92.  “E.ON establishes market position in Turkey,” E.ON website, www.eon.com, 4 December 2012.
93.  “Machinery,” Invest in Turkey website, www.invest.gov.tr, accessed 27 December 2012.

Viewpoint by Ernst & Young 

Ben Van Gils 
Global Power & Utilities 
sector leader,  
Ernst & Young

Bringing new energy to the investment market
Over the past two years, Turkey has seen the fastest 
growth in energy demand in the OECD, according to 
the US Energy Information Administration. For the 
electricity sector in Turkey, where demand is expected 
to double by 2023, this represents both a challenge 
and an opportunity. The challenge is to ensure that 
supply keeps pace with such rapid future growth. The 
opportunity is to invest and thereby underpin Turkey's 
economic growth for years to come. 

The Government is keen to reduce dependence 
on overseas energy sources. For example, 95% of 
Turkey's gas currently has to be imported. So the 
country has set itself a target of cutting its reliance 
on gas-fired electricity generation from 50% of 
supply today to 30% by 2023, the year in which the 
Turkish Republic will celebrate its centenary.  
To achieve this, Turkey will have to invest heavily  
in a range of alternatives, such as renewables,  
coal and nuclear.

At a time when Western Europe is struggling, 
Turkey's growth dynamic makes it highly attractive to 
energy investors. In many ways, Turkey is viewed as 
a bridge between Europe and Asia. In recent months, 
companies from Germany, Russia and the UAE have 
announced moves to invest there, typically alongside 
Turkish partners. The recent willingness of Turkey's 
Energy Market Regulatory Authority (EMRA), to 
sanction energy price rises to consumers will have 
been particularly reassuring to overseas investors. 
For instance, retail prices for electricity and gas were 
allowed to increase by almost 10% in October 2012. 
Foreign businesses need to be convinced that the 
true costs of energy supply will be recoverable from 
customers and that their investments will be allowed 
to earn a fair return.

Growth opportunities in the energy 
sector

Demand for energy is set to double 
by 2023, from the existing annual 
demand of 210 terawatt-hours 
(TWh). Although Turkey depends 
on imports for about 90% of its 

fossil fuel requirements, progress has been made toward promotion 
of alternative energy sources. The need for huge investment in this 
sector has attracted international investors such as General Electric 
Co. and Siemens AG. FDI will play a key role in funding wind, solar, 
hydropower, biomass and geothermal energy projects.

Source: “Turkey Sees ‘Huge’ Clean-Energy Investment as Demand Bucks Trend,” Bloomberg 
website, 4 February 2013, www.bloomberg.com, accessed 7 February 2013.

90%

The shift, the growth and the promise 47

www.ey.com/attractiveness



Onward march  
of developing markets

Prof. Dr. Kerem Alkin 
Istanbul Commerce University 

The volume of inward FDI that a country 
attracts is a key indicator of how the rest 
of the world perceives its economy. It is 
not only important to attract FDI but also 
to provide a sustainable environment for 
investors. Based on this sustainability 
perspective, at least five G7 countries are 
among the top 20 investment destinations 
in the world each year. 

Investors are not only attracted by 
economic factors, such as efficiency or 
the size of the domestic market. They also 
need a sustainable political environment 
and legal stability. For example, predictable 
taxation regimes and trade laws allow 
investors to plan with confidence. 
A sustainable, democratic political 
environment is one of the most important 
considerations for foreign investors. 

For instance, if economic factors such 
as labor and energy costs were the main 
motivation for foreign investors, high-cost 
countries such as Germany, France and 
the UK would not be among the top 10 
performers in the world in terms of  
inward FDI. 

Foreign investors base their decisions on 
a wider set of factors. They look for a well-
developed technology infrastructure; a highly 
skilled and available labor force; and a strong 
business culture. These factors are available 
in most developed economies. Now, we are 
seeing developing countries move from low-
cost environments to efficient, pro-business 
economies that attract more FDI. In 2012, 
developing countries’ share of FDI exceeded 
that of developed countries for the first time. 
And with developing countries continuing 
to develop their business environment, this 
trend is set to continue. 

Other factors driving this trend are 
the decreasing risks for exchange rates; 
stronger and more efficient banking 
sectors; stronger international reserves; 
and more predictable legal and political 
environments in developing countries. 
These factors will not only drive FDI — they 
will also help developing countries to wield 
greater influence in the global economy 
of the future. However, mergers and 
acquisitions in developed countries will 
help them to maintain their attractiveness 
among investors in the near future.

“Predictable taxation 
regimes and trade laws 
allow investors to plan 
with confidence.”

Interview
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Reforms and actions 
How to meet investor expectations

1 Revamp the business environment
According to investors, Turkey’s business environment has 

substantial room for improvement. The Turkish Government has 
started to revamp the overall investment climate, adopting a series 
of measures, including:

• The new investment incentives scheme. Introduced in April 
2012, this scheme encourages greater investment in the country’s 
underdeveloped provinces by offering exemptions from VAT and 
customs duty, and land allocations.94

• The New Turkish Commercial Code (TCC). The TCC, which has 
been effective since July 2012, is designed to improve auditing 
standards and transparency. The new law offers more investment 
opportunities for auditors, investment bankers and lawyers.95

94.  “Turkey’s investment incentives scheme,” Invest in Turkey website, www.invest.gov.tr, accessed 
26 November 2012.
95.  “Turkey’s new commercial code to have broad impact on M&A,” Financial Times website, www.ft.com, 
accessed 29 December 2012.

Investors have called for reforms in the following areas:

• Bureaucracy. Investors have drawn attention to the need for 
reducing corruption and bureaucracy in Turkey. Realizing this 
need, the Government has made concerted efforts to address 
the problem of corruption and over-regulation. It implemented a 
strategic plan on reducing corruption and enhancing transparency 
in February 2010.96 However, the role of the civil society must also 
be strengthened.

• Taxation. Taxation is an important consideration for investors. 
Business leaders have identified corporate taxation as a major 
hurdle to investment in Turkey and voiced their preference for tax 
reductions. In 2006, the Turkish Government embarked on an 
ambitious tax reform program, simplifying and modernizing the 
existing law. Several corporate tax bottlenecks were weeded out 

96.  “Overview of corruption and anti-corruption in Turkey,” Transparency International’s website, 
www.transparency.org, accessed 27 December 2012.

Measures for increasing Turkey's appeal
 In your opinion, where should Turkey concentrate its efforts to increase its attractiveness in the global competition?

Source: Ernst & Young’s 2013 Turkey attractiveness survey (total respondents: 201).

Reduce government bureaucracy 30.8%

Support SMEs 19.2%

Reduce taxation 18.7%

Improve education and labor skills 18.2%

Invest in major infrastructure and urban projects 17.9%

Support high-tech industries 16.6%

Increase tax benefits and incentives 14.6%

Reduce labor costs  12.6%

Facilitate access to credit  9.8%

Encourage environmental policies and attitudes 8.8%

Increase flexibility of labor regulations 5.8%

Relax competition rules 4.2%

Continue political stability, stabilize the country's policy 2.3%

Improve the legal system 0.7%

Develop the financial institutions and the financial market 0.5%

Improve security 0.5%

Improve the industrial sector, make it more visible <1%

Respect human rights  <1%

Can't say  4.2%
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and changes to transfer pricing, thin capitalization, anti-avoidance, 
foreign participation exemptions and provisions specific to 
controlled foreign companies were implemented. The Government 
has also reduced corporate income tax from 30% to 20% and 
introduced e-filing facilities. These facilities have resulted in 
compliance time for tax filing falling from 254 hours to 223 hours 
per year. 

• Labor.  To further attract investors, Turkey should make its labor 
market more flexible. This can be done by cutting severance pay 
and reducing the rights of temporary workers. 

2 Foster entrepreneurship
Turkey needs to focus on helping businesses to nurture 

entrepreneurship. SMEs provide 80% of the country’s jobs. Though 
Turkey possesses a favorable business climate, new business 
density — measured by new businesses registered per 1,000 people 
of working age — is comparatively low.97

Turkish entrepreneurs must overcome hurdles in accessing 
finance, both when starting up as well as at the later growth and 
financing stages. In this regard, the €100m agreement between the 
European Investment Bank (EIB) and ING Bank Turkey AS to provide 
financial support to SMEs is seen as a positive step.98 Several 
institutional reforms have upgraded the regulatory and business 

97.  Ernst & Young’s Entrepreneurs speak out, October 2011, Ernst & Young, 2011.
98.  “EIB bolsters entrepreneurship in Turkey with EUR 100 million in tandem with ING,” EC Europa 
website, 18 December 2012, europa.eu/rapid/press-release, 26 December 2012.

environment for entrepreneurs. However, entrepreneurs hold 
mixed reviews on whether tax incentives have improved. Investors 
have also called for better innovation incentives to develop 
entrepreneurial capabilities. The Small and Medium Enterprises 
Development Organization (KOSGEB) has signed a protocol with the 
Council of Higher Education to encourage entrepreneurial spirit in 
universities across the country.99

3 Improve infrastructure
Though infrastructure in Turkey is reasonably well developed, 

investors would like to see improvements. The country is currently 
ranked 34th for the overall quality of its infrastructure.100 Turkey’s 
ports and electricity supply, in particular, need to be upgraded. 

The Government is moving in the right direction by developing 
roads, railways and seaports to facilitate transportation and 
commerce. For instance, in a bid to develop a nationwide network 
of modern highways, the total length of dual carriageways has 
been increased drastically.101 Turkey can follow the public-private 
partnership (PPP) model to bolster infrastructure investment. 
Infrastructure projects enjoy a good track record in the country — 
an example being Istanbul’s Atatürk International Airport,  
which carried 35 million passengers in 2011, up from 14 million 
in 2000.102

99.  SBA Fact Sheet 2010/11, European Commission, 3 October 2011.
100.  The Global Competitiveness Report 2012–13, World Economic Forum, 2 November 2012.
101. “Motorway Development Program of Turkey,” United Nations Economic Commission for Europe, 
20 December 2011, p. 9.
102.  “Investing in Turkey’s infrastructures,” European Bank for Reconstruction and Development 
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A dynamic,  
diverse economy 

Adnan Bali 
CEO, ISBANK

Turkey’s economy has performed strongly 
over the last decade. This success is 
underpinned by structural reforms that 
liberalized the economy, expanded the 
private sector and strengthened the 
financial sector. The success of these 
reforms is reflected in Turkey’s solid 
macroeconomic fundamentals. 

Continued weak growth prospects in 
advanced economies have started to affect 
emerging market economies via the trade 
channel. Yet despite the gloomy global 
picture, Turkey has continued to progress. 
Turkey’s diverse economy marks it out from 
other emerging markets. It is neither too 
reliant on exports nor domestic demand. 
Recently, Turkey also diversified its export 
markets and lowered its exposure to the 
EU. In a very short period of time, Turkish 
businessmen increased their presence in 
the Balkans, North Africa and especially the 
Middle East.

Turkey enjoys a number of logistical 
advantages. Serving as a natural bridge 
between North and South, and East and 
West, Turkey represents an influential 
and cost-effective gateway to sizeable 
markets. It also provides convenient 
access to 1.5 billion customers in Europe, 
Asia, the Middle East and North Africa. In 

the new, post-crisis economic order, the 
ability to supply suitable products and 
services quickly and at optimum levels will 
be more important than any economies 
of scale. In this new economic climate, 
Turkey’s dynamic and flexible production 
capabilities will enable it to respond to 
these needs and compete more effectively 
than other emerging market economies. 
Moreover, Turkey benefits from the 
advantages of its time zone between the 
Far East and Western markets. 

FDI inflows to Turkey in terms of equity 
capital have increased considerably. 
During the period 2002–11, they reached 
US$91b, compared with US$13b in the 
period 1984–01. 

The current reform agenda includes 
improving the judicial system, reducing 
bureaucracy, simplifying the tax regime and 
increasing the predictability of the economy. 
Should these reforms succeed, FDI inflows 
will rise in the coming decade. 

Also, Turkey’s banking sector, with its 
strong balance sheet structure, experienced 
human resources, technological infrastructure 
and good reputation for trustworthiness 
and innovation will continue to provide a 
strong platform for the country’s economic 
development over the next decade.

“Turkey’s banking 
sector will continue 
to provide a strong 
platform for the 
country’s economic 
development.”

Interview
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4 Make Turkey an innovation hot spot
Turkey has achieved impressive economic growth and 

development over the past decade. But progress has been based 
on its low labor costs and price competitiveness. Growth has been 
driven mainly by the manufacturing and heavy industrial sectors 
rather than technology. Turkey needs to build a climate that 
stimulates innovation, technology and know-how to sustain its 
growth and increase its attractiveness in global competition. 

Our survey respondents believe that Turkey’s innovation capacity 
can be reinforced by improving education and training in new 
technologies. The National Science, Technology and Innovation 
Strategy, adopted in December 2010, is a positive step in this 
direction.103 Turkey’s Government should also promote vocational 
learning courses, ensure greater pre-primary education and 
improve the supply of high-quality teachers.

website, 19 May 2012, www.ebrd.com, accessed 27 December 2012.
103.  “Turkey,” European Commission website, ec.europa.eu, accessed 2 July 2012.

Another way of enhancing innovation capacity is by offering 
incentives to companies that develop new technologies. The 
country has already introduced a law to incentivize R&D projects.104 
Developing joint research programs can also boost investment 
for innovation. The Industry and Commerce Ministry has been 
restructured as the Science, Industry and Technology Ministry in a 
bid to create a more fertile innovation climate. 

The Government recognizes that R&D and innovation is a priority, 
and plans to increase the share of funds allocated to R&D 
investments from 0.84% of GDP in 2011 to 3% by 2023.105

104.  “Incentives,” Invest in Turkey website, www.invest.gov.tr, 26 December 2012.
105.  ”GERD as a percentage of GDP (Turkey),” The Scientific and Technological Research Council 
of Turkey website, www.tubitak.gov.tr, accessed 20 March 2013; OECD Science, Technology and 
Industry Outlook 2012, OECD, 2012, p. 396. 

Improve education and training 
in new technologies

Increase tax incentives 
for innovative companies

Develop a culture of 
innovation and creativity

Promote vocational 
learning courses

Develop 
entrepreneurship

Increase cultural 
openness

Develop joint 
research programs

Have a clearer and 
steadier legal system

Sources: Ernst & Young 2013 Turkey attractiveness survey (total respondents: 201).

39.5% 32.6%

20.0% 17.7% 17.6% 1.1%

25.7% 22.7%

How Turkey can improve in innovation 
What are the main areas of reform that will improve Turkey’s innovation capacity?
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What it means for businesses

Given that many investors are optimistic about Turkey’s future 
prospects, the country is slowly, but surely, attracting investors’ 
attention. A strategic geographical location offers Turkey the 
opportunity to develop into a major operational hub over the next 
10 years. Anticipated growth in sectors such as energy, real estate 
and construction promises new opportunities for businesses. 

As the Turkish Government makes concerted efforts to improve 
the country’s business environment and innovation culture, 
businesses can benefit from greater efficiency of operations, better 
competitiveness and enhanced value gained from reduced costs. 
Turkey also needs to promote an entrepreneurial environment. 
This would help multinationals to foster new partnerships and 
collaborations with Turkish businesses.
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Methodology
Ernst & Young’s 2013 Turkey attractiveness survey is based on a twofold, original methodology that reflects:

1. The real attractiveness of Turkey 
for foreign investors
Our evaluation of the reality of FDI in 
Turkey is based on Ernst & Young’s EIM. 
This database tracks FDI projects that have 
resulted in the establishment of facilities 
and the creation of new jobs. By excluding 
portfolio investments and M&A, it shows 
the reality of investment in manufacturing 
or services operations by foreign 
companies across the continent. Data is 
widely available on FDI. An investment 
in a company is normally included if the 
foreign investor has more than 10% of its 
equity and a voice in its management. FDI 
includes equity capital, reinvested earnings 
and intracompany loans. 

However, many analysts are more 
interested in evaluating investment 
in physical assets, such as plant and 
equipment. These figures, rarely recorded 
by institutional sources, provide invaluable 
insight. They show how inward investment 
projects are undertaken, in which activities, 
by whom and, of course, where. To map 
these real investments carried out in 
Europe, Ernst & Young created the EIM.

Ernst & Young’s EIM, researched and 
powered by Oxford Intelligence, is a 
highly detailed source of information on 
cross-border investment projects and 
trends in Europe, dating back to 1997. 
The database focuses on investment 
announcements, the number of new 
jobs created and, where identifiable, the 
associated capital investment. Thus it 
provides exhaustive data on FDI in Europe. 

It allows users such as governments and 
private sector organizations to monitor 
trends, movements in jobs and industries, 
and identify emerging sectors and cluster 
developments. Projects are identified 
through the daily monitoring and research 
of more than 10,000 news sources. For 
validation purposes, the research team 
aims to make direct contact with 70% of 
the investing companies. This process of 
verification ensures that real investment 
data is accurately reflected. 

The following categories of investment 
projects are excluded from EIM:
• ►M&A or JVs (unless these result in new 

facilities or new jobs)
• ►License agreements
• ►Retail and leisure facilities, hotels and real 

estate investments
• ►Utility facilities, including 

telecommunication networks, airports, 
ports or other fixed infrastructure 
investments

• ►Extraction activities (ores, minerals or 
fuels)

• ►Portfolio investments (pensions, 
insurance and financial funds)

• ►Factory and other production 
replacement investments (e.g., a new 
machine replacing an old one, but not 
creating any new employment)

• ►Not-for-profit organizations (charitable 
foundations, trade associations or 
governmental bodies)

2. The perceived attractiveness of 
Turkey and its competitors among 
foreign investors
We define the attractiveness of a location 
as a combination of image, investors’ 
confidence and the perception of a 
country or area’s ability to provide the 
most competitive benefits for FDI. Field 
research was conducted by the CSA 
Institute in November and December 
2012, via telephone interviews, based on a 
representative sample of 201 international 
decision-makers. Business leaders were 
identified and interviewed in 29 countries. 
Globally, of the 201 companies interviewed, 
65% operate in Turkey.

Our survey was conducted among business 
leaders who had considered views and 
experience of Turkey. They were drawn 
from businesses across five regions. The 
geographic representation was as follows:
• ►67% European businesses
• ►►20% North American businesses
• ►►10% Asian businesses
• ►►2% Middle Eastern businesses
• ►►1% Oceanian businesses

These businesses are representative of 
seven key economic sectors:
• Private and business services
• ►Retail and consumer products
• ►Energy and heavy industries
• ►Hi-tech and telecom infrastructure and 

equipment
• ►Life sciences
• ►Transport and automotive
• ►Real estate and construction and others
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Western Europe
57%

Private and 
business services
26%

Finance directors
50%

20%
North America

10%
Marketing and 
commercial director

21%
RCP

13%
Energy and heavy industry

10%
Director of investments

11%
High-tech and 

telecommunication

8%
Life sciences

Middle East
2%

Central and Eastern Europe
5%Northern Europe

5%
Asia
10%

Managing director/
SVP/COO

9%

Others
21%

Real estate and construction
6%

Transport and automotive
6%

Others
9%

Oceania
1%

Geography

Less than €150m
42%

29%
From €150m to €1.5b

Can’t say
6%

More than €1.5b
23%

Turnover 

Job title Sector of activity 

Profile of companies surveyed

Methodology
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Ernst & Young is a global leader in 
assurance, tax, transaction and advisory 
services. Worldwide, our 167,000 people 
are united by our shared values and an 
unwavering commitment to quality. We 
make a difference by helping our people, 
our clients and wider communities to 
achieve their potential.

Ernst & Young Turkey has been providing 
professional consulting services in Turkey 
since 1983. Ernst & Young was one of 
the first global professional services 
organizations to establish operations in 
Turkey. Our Turkish practice has 31 partners 
and more than 900 employees working in 
four offices located in Istanbul, Ankara, 
Izmir and Bursa. We are the largest 
professional services provider in the country. 

Ernst & Young is dedicated to helping its 
clients identify and capitalize on business 
opportunities throughout Turkey. Our key 
market sectors in Turkey are: financial 
services; power and utilities; government 
and public sector; retail and consumer 
products; technology and communications; 
real estate; and transportation and 
infrastructure. Our sector-dedicated 
teams combine deep industry know-how 
and insight, strong relationships with 
major sector players, and well-developed 
business strategies.

Our professionals are recognized for their 
leadership, know-how and understanding 
of our clients’ business. For 30 years, we 
have provided clients in Turkey with critical 
information and resources to improve their 
business performance and profitability. Our 
longevity in the country gives us a deep 
understanding of its business dynamics. 
Ernst & Young provides comprehensive 

professional services to many Turkish 
companies listed on the Forbes Global 2000 
and Fortune 500. At Ernst & Young Turkey, 
we aim to ensure that we understand our 
clients’ concerns and work with them to 
provide a creative, innovative and cost-
effective service. Our unique structure allows 
us to make decisions promptly and respond 
to our clients’ requests timely and effectively.

Ernst & Young in Turkey

Istanbul

Izmir

Ankara
Bursa

Ernst & Young offices in Turkey

Ankara
Ufuk Üniversitesi Cad. Farilya. Business Center 
No:8 Kat:11 D: 53-54 Çukurambar
Ankara 06700 Turkey
+ 90 312 286 3800/+ 90 312 286 0700

Bursa
Kukurtlu Cad. Tan Is Merkezi. No: 67 D:2. 
Bursa 16080 Turkey
+ 90 224 232 0003/+ 90 224 232 2396

Istanbul
Büyükdere Cad. Beytem Plaza, Kat 1-3-8-9-10
Istanbul 34381 Turkey
+ 90 212 315 3000/+ 90 212 230 82 91

Izmir
Akdeniz Mah. Halit Ziya Bulvari No: 74 Kat: 2
Izmir 35210 Turkey
+ 90 232 483 5959/+ 90 232 445 7216

Ernst & Young 
Partner

Title Service line Telephone/email

Mustafa Çamlıca Country Leader Tax Services + 90 212 368 5376
mustafa.camlica@tr.ey.com

Dilek Cilingir Service Line Leader Assurance Services + 90 212 368 5779
dilek.cilingir@tr.ey.com

Musfik Cantekinler Service Line Leader Transaction Advisory Services + 90 212 368 5570
musfik.cantekinler@tr.ey.com
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 Ernst & Young in Turkey
Publications

Looking beyond the obvious: globalization and new 
opportunities for growth

Citizen Today, the quarterly Ernst & Young 
magazine for the government and public 
sector is based on discussions with a wide 
array of government leaders and policy-
makers around the world. This special 
edition focuses on the subject of reform — in 
all its shapes and sizes — an enduring theme 
throughout our interviews and a result of 
governments’ common mission to fi nd new 
and better ways of delivering vital services 
to the public, while also driving down costs. 

Download or get the app at www.ey.com/citizentoday.

Drought or drowning? Cash challenges for CFOs at both 
ends of the liquidity spectrum

In today’s turbulent times, many 
companies are struggling to maintain 
the liquidity that is essential to staying in 
business. Meanwhile, others are stockpiling 
cash as they grapple with a lack of reliable 
long-term investment options and ongoing 
uncertainty about the future. In Drought 
or drowning?, we explore the challenges 

for the CFO at each end of the liquidity spectrum and strategies to 
tackle them.

Shifting perspectives: Ernst & Young’s 2012 Middle East 
attractiveness survey

The fi rst edition of Ernst & Young’s Middle 
East attractiveness survey points out that, 
despite the events of the Arab Spring, the 
increasing number and value of FDI projects 
in the region indicate confi dence in the 
Middle East as an investment destination. 
Find out more in our report, which combines 
an analysis of FDI in the region, with a survey 
of over 350 international business leaders. 

Mergers and Acquisitions Report Turkey 2012

Find out about the latest trends in mergers 
and acquisitions realized in Turkey, in our 
11th edition of the Mergers and Acquisitions 
Report Turkey 2012. The report also 
highlights the fi ndings from our recent 
survey on mergers and acquisitions in 
Turkey, which took place among business 
leaders of prominent public as well as private 
sector companies in Turkey.

Ernst & Young’s Rapid-Growth Markets Forecast
April 2013

Rapid-growth markets, the dominant force 
in global trade. 
In the April edition of our quarterly economic 
forecast, you will fi nd out how growing trade 
between rapid-growth markets (RGMs) over 
the coming decade will create a wide range 
of new opportunities for them and advanced 
economies. You will also discover how reliance 
on commodity revenues in Latin America 
brings opportunities as well as challenges.

M&A in a two-speed world: M&A Maturity Index 2012

The growth story around M&A remains 
focused on RGMs. Although their pace 
of expansion has slowed, key emerging 
economies continue to grow more quickly 
than their mature counterparts. But which 
markets should be prioritized for investment? 
Our innovative 148-markets benchmarking 
tool www.mandamaturity.com, developed in 
association with the M&A Research Center at 
Cass Business School, can help you fi nd out.



Contacts

Marc Lhermitte  
Partner, Ernst & Young Advisory 
Global Lead — Attractiveness and Competitiveness  
Tel: + 33 1 46 93 72 76  
Email: marc.lhermitte@fr.ey.com

Sandra Sasson  
Marketing and Communications Director  
Emerging Markets Center, EMEIA Marketing  
Tel: + 30 210 2886 032  
Email: sandra.sasson@gr.ey.com 

Bijal Tanna  
EMEIA Press Relations  
Tel: + 44 20 7951 8837  
Email: btanna@uk.ey.com

Tulay Idil 
Turkey Business Development Director 
Tel: + 90 212 368 5467 
Email: tulay.idil@tr.ey.com

Mert Tuglan 
Turkey Business Development Manager 
Tel: + 90 212 368 5467 
Email: mert.tuglan@tr.ey.com

Scan here to visit  
our Emerging Markets 
Center portal and 
download the report. 
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About Ernst & Young

Ernst & Young is a global leader in assurance, tax, transaction and 
advisory services. Worldwide, our 167,000 people are united by 
our shared values and an unwavering commitment to quality. We 
make a difference by helping our people, our clients and our wider 
communities achieve their potential.
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Growing Beyond

In these challenging economic times, 
opportunities still exist for growth.  
In Growing Beyond, we’re exploring 
how companies can best exploit 
these opportunities — by expanding 
into new markets, finding new 
ways to innovate and taking new 
approaches to talent. You’ll gain 
practical insights into what you  
need to do to grow.  
Join the debate at  
www.ey.com/growingbeyond.


