
		
			
			OECD e-PUB editions - BETA VERSION

			
			Congratulations and thank-you for downloading one of our brand-new ePub-in-beta editions.

			
			We're experimenting with this new format and, while ePub is fantastic for books with linear text, for books with charts, tables and graphs we’ve found some things may not work perfectly – it depends on the device you’re using.

			
			So, for an optimal reading experience, we recommend:

			
					Using the latest version of your device’s operating system.

					Reading in portrait mode.

					If large tables are tricky to read, try reducing the text size.

			

			
			As this is an ePub-in-beta edition, we would be glad to receive feedback on your reading experience, good or otherwise, so we can improve for the future. When writing, please let us know which device/operating system you were using and the title of the publication. Write to: 
				sales@oecd.org
			

			Thank you!

		

	[image: OECD Economic Surveys: Turkey 2016]
OECD Economic Surveys: Turkey 2016
Please cite this publication as:
OECD (2016), OECD Economic Surveys: Turkey 2016, OECD Publishing, Paris, http://dx.doi.org/10.1787/eco_surveys-tur-2016-en.
[image: Visit us on OECD website]

Metadata, Legal and Rights
ISBN: 978-92-64-25943-0 (epub) - 978-92-64-25941-6 (print) - 978-92-64-25942-3 (pdf)
DOI: http://dx.doi.org/10.1787/eco_surveys-tur-2016-en

Series: OECD Economic Surveys
ISSN: 0376-6438 (print) - 1609-7513 (online)

OECD Economic Surveys: Turkey
ISSN: 1995-3429 (print) - 1999-0480 (online)

This document and any map included herein are without prejudice tothe status of or sovereignty over any territory, to the delimitation of international frontiers and boundaries and to the name of any territory, city or area.
This Survey is published on the responsibility of the Economic and Development Review Committee (EDRC) of the OECD, which is charged with the examination of the economic situation of member countries.
The economic situation and policies of Turkey were reviewed by the Committee on 16 June2016. The draft report was then revised in the light of the discussions and given final approval as the agreed report of the whole Committee on 29June2016.
The Secretariat’s draft report was prepared for the Committee by Rauf Gönenç, Volker Ziemann, Aslıhan Atabek Demirhan and Koray Kalafatcılar under the supervision of Vincent Koen. Dan Andrews and Oliver Röehn also contributed. Research assistance was provided by Béatrice Guérard. Secretarial assistance was provided by MercedesBurgos.
The previous Survey of Turkey was issued in July 2014.
Information about the latest as well as previous Surveys and more information about how Surveys are prepared is available at www.oecd.org/eco/surveys.


Photo credits: Cover ©EvenKalirbocak/Shutterstock.com.
Corrigenda to OECD publications may be found on line at: www.oecd.org/about/publishing/corrigenda.htm.
© OECD 2016
You can copy, download or print OECD content for your own use, and you can include excerpts from OECD publications, 
			databases and multimedia products in your own documents, presentations, blogs, websites and teaching materials, provided that suitable acknowledgement 
			of OECD as source and copyright owner is given. All requests for public or commercial use and translation rights should be submitted 
			to rights@oecd.org. Requests for permission to photocopy portions of this material for public or 
			commercial use shall be addressed directly to the Copyright Clearance Center (CCC) at info@copyright.com or 
			the Centre français d’exploitation du droit de copie (CFC) at contact@cfcopies.com.


	BASIC STATISTICS OF TURKEY, 2015

	(Numbers in parentheses refer to the OECD average)*

	LAND, PEOPLE AND ELECTORAL CYCLE

	Population (million)
	77.7
	 
	Population density per km²
	99.2
	(35.1)

	Under 15 (%)
	23.8
	(18.0)
	Life expectancy (years, 2013)
	76.6
	(80.4)

	Over 65 (%)
	8.1
	(16.3)
	Men 
	73.7
	(77.8)

	Latest 5-year average growth (%)
	1.2
	(0.6)
	Women
	79.4
	(83.0)

	
	
	
	Latest general election
	November 2015

	ECONOMY

	Gross domestic product (GDP)
	
	
	Value added shares (%, 2014)
	
	

	In current prices (billion USD)
	720.5
	
	Primary sector
	8.0
	(2.5)

	In current prices (billion TRY)
	1 953.6
	
	Industry including construction
	27.1
	(26.4)

	Latest 5-year average real growth (%)
	4.4
	(1.7)
	Services
	64.9
	(71.1)

	Per capita (000 USD PPP)
	20.3
	(40.2)
	
	
	

	EXTERNAL ACCOUNTS

	Exchange rate (TRY per USD)
	2.7
	
	Main exports (% of total merchandise exports)
	
	

	PPP exchange rate (USA = 1)
	1.2
	
	Manufactured goods
	43.4
	

	In per cent of GDP
	
	
	Machinery and transport equipment
	27.3
	

	Exports of goods and services
	28.0
	(54.1)
	Food and live animals
	10.0
	

	Imports of goods and services
	30.8
	(49.7)
	Main imports (% of total merchandise imports)
	
	

	Current account balance
	-4.4
	(0.15)
	Machinery and transport equipment
	31.6
	

	Net international investment position
	-51.4
	
	Manufactured goods
	23.4
	

	
	
	
	Chemicals and related products, n.e.s.
	13.8
	

	LABOUR MARKET, SKILLS AND INNOVATION

	Employment rate for 15-64 year-olds (%)
	50.2
	(66.2)
	Unemployment rate, Labour Force Survey (age 15 and over) (%)
	10.2
	(6.8)

	Men
	69.8
	(74.1)
	Youth (age 15-24, %)
	18.5
	(13.9)

	Women
	30.5
	(58.5)
	Long-term unemployed (1 year and over, %, 2014)
	2.0
	(2.5)

	Participation rate for 15-64 year-olds (%, 2014)
	55.1
	(71.2)
	Tertiary educational attainment 25-64 year-olds (%, 2014)
	16.7
	(34.0)

	Average hours worked per year (2013)a
	1 832
	(1 770)
	Gross domestic expenditure on R&D (% of GDP, 2014)
	1.0
	(2.4)

	ENVIRONMENT

	Total primary energy supply per capita (toe, 2014)
	1.6
	(4.1)
	CO2 emissions from fuel combustion per capita (tonnes, 2013)
	3.7
	(9.6)

	Renewables (%)
	9.3
	(9.1)
	Water abstractions per capita (1 000 m3, 2012)
	0.7
	

	Fine particulate matter concentration (PM2.5, μg/m3, 2013)
	17.2
	(13.8)
	Municipal waste per capita (tonnes, 2014)
	0.4
	(0.5)

	SOCIETY

	Income inequality (Gini coefficient, 2012)
	0.402
	(0.308)
	Education outcomes (PISA score, 2012)
	
	

	Relative poverty rate (%, 2012)
	17.8
	(10.9)
	Reading 
	475
	(496)

	Median disposable household income (000 USD PPP, 2012)
	8.6
	(22.1)
	Mathematics
	448
	(494)

	Public and private spending (% of GDP)
	
	
	Science
	463
	(501)

	Health care (2013)
	5.1
	(8.9)
	Share of women in parliament (%, May 2016)
	14.9
	(27.9)

	Pensions (2013)b
	8.1
	(8.7)
	Net official development assistance (% of GNI)
	0.54
	(0.39)

	Education (primary, secondary, post sec. non tertiary, 2012)
	3.0
	(3.7)
	
	
	

	Better life index: www.oecdbetterlifeindex.org

	a. 2014 for the OECD aggregate.

	b. 2011 for the OECD aggregate.

	* Where the OECD aggregate is not provided in the source database, a simple OECD average of latest available data is calculated where data exist for at least 29 member countries.

	Source: Calculations based on data extracted from the databases of the following organisations: OECD, International Energy Agency, World Bank, International Monetary Fund and Inter-Parliamentary Union.




Executive summary
	Growth has been robust despite adverse circumstances but must be rebalanced

	Removing structural bottlenecks would boost productivity 

	Deeper participation in global value chains could help rebalance growth



Growth has been robust despite adverse circumstances but must be rebalanced
Growth has picked up but inflation 
remains high
[image: graphic]Source: OECD Economic Outlook database.
StatLinkhttp://dx.doi.org/10.1787/888933388757

Growth has been robust in recent years despite very adverse regional and domestic conditions. Job creation has been strong, in particular for vulnerable groups and less-developed regions. Turkey is no longer experiencing “boom-and-bust” cycles, but external deficits expanded and the net external investment position has deteriorated somewhat over the past decade. To achieve strong and sustainable growth, domestic saving should be increased and demand rebalanced between domestic and external sources. The needed competitiveness gains must be achieved by reducing wage and price inflation and boosting productivity growth. Following a period of stalling reform progress, the authorities launched an ambitious economic reform agenda in early 2016 aiming at raising productivity and living standards.

Removing structural bottlenecks would boost productivity 
Employment is concentrated in less productivefirms
[image: graphic]1. Increase in productivity, compared to unweighted average productivity. 2013 for Turkey, latest available year for others.
Source: Andrews and Cingano (2014); OECD calculations.
StatLinkhttp://dx.doi.org/10.1787/888933388767

Turkey’s manufacturing sector has expanded considerably, but a core of well-performing firms is still hindered by shortcomings in the policy framework. A second category of firms sustain competition and deliver jobs, but have fallen behind in productivity. A large, third group of firms employ many low-skilled workers, but have low productivity and survive in an “informality trap” due to ineffective enforcement of rules and regulations. Improving this situation requires a comprehensive upgrading of the business environment to boost productivity and allow the most promising firms to grow faster.

Deeper participation in global value chains could help rebalance growth
A large trade deficit has built up (2015)
[image: graphic]Source: OECD Economic Outlook database.
StatLinkhttp://dx.doi.org/10.1787/888933388770

While the import content of Turkey’s exports has increased, Turkey’s capacity to provide intermediate inputs to other countries remained limited. This partly reflects Turkey’s specialisation in final products, but also hints at obstacles in trade and investment policies, underdeveloped human capital and still insufficient investment in innovation, R&D and knowledge-based capital. The adjustment towards a more export-oriented economy operating on a level playing field needs to be supported by social policies to ensure displaced workers can find productive employment.
	MAIN FINDINGS
	KEY RECOMMENDATIONS

	Strengthening macroeconomic resilience, institutions and social cohesion

	The economy remained resilient under very adverse circumstances and stronger growth is within reach. The authorities rebooted the structural reform process in early 2016.
	Fully implement the reforms of the 2016 Action Plan and enact systematic monitoring and reporting on actual implementation.

	The credibility of governance institutions could be improved.
	Strengthen the rule of law, judiciary independence and the fight against corruption.

	Women's participation in the labour force has increased but remains very low in international comparison.
	Upgrade child care facilities throughout the country.

	External liabilities are tilted towards debt. The foreign direct investment stock remains too low.
	Reduce barriers to foreign direct investment. 

	Domestic saving is too low and inflation has persistently exceeded the target, exacerbating the dilemma between disinflation and external price competitiveness. The credibility of monetary policy could be improved. 
		Continue to contain consumer credit. 

	Promote private pension savings.

	Increase foreign exchange reserves.

	Simplify the monetary policy framework.

	Tighten monetary policy unless inflation declines faster than projected. 

	Encourage minimum wage moderation and engage social partners in a wage path consistent with disinflation and external rebalancing.



	Consistent fiscal prudence successfully reduced public debt but there is a need to improve public finance statistics. 
		Publish consolidated quarterly general government accounts according to international accounting standards. 

	Publish a regular Fiscal Policy Report including all contingent and long-term liabilities.



	Removing structural bottlenecks to boost productivity

	The business sector is vibrant but low skills and high employment costs, amplified by the recent minimum wage hike, foster informality, as the burden of going formal is too high. Informality and semi-formality, in turn, slow down productivity growth.
		Implement the education reforms foreseen in the 2016 Action Plan to improve curricula and increase the autonomy of schools and universities.

	Reduce labour tax wedges and employment costs for the low-skilled.



	High-productivity firms are not growing at full potential, due to shortcomings in basic governance, the regulatory framework and business taxation. 
		Enhance the flexibility of employment rules for all firms.

	Avoid tax thresholds for higher productivity and larger firms.



	Many small entrepreneurs and workers have low skills, inhibiting the growth of productivity and incomes. 
	Focus upskilling programmes for small entrepreneurs on basic management, foreign languages and digitalisation. 

	Many low-productivity firms will need to exit. This will raise adjustment challenges for their workers and reduce employment prospects for refugees.
	Improve the social safety net for displaced workers by upgrading active labour market programmes, including those adapted to refugees.

	Reaping the benefits of global value chains

	Participation in GVCs is below potential, consistent with the low share of exported value-added in Turkey’s total value added and relatively subdued export performance. 
	Align the Customs Union agreement with the EU with the most open and all-encompassing international trade agreements, and develop similar agreements with other countries. 

	Turkey’s export share for intermediate goods in the world market is particularly low, especially in high value-added sectors, reflecting limited human and knowledge-based capital. 
	Invest more in vocational training and research-and-development.

	Less stringent environmental regulations may attract polluting activities, fostering Turkey’s participation in global value chains for the wrong reasons.
	Improve the monitoring of polluting activities and the enforcement of environmental regulations, and use economic instruments such as pollution taxes, carbon taxes and emission permits. 






Assessment and recommendations


	Recent economic developments and short-term macroeconomic outlook 


	Economic rebalancing to make growth sustainable and more inclusive


	Strengthening the resilience of the economy


	Restructuring the tradable sector by upgrading the business environment


	Reforms and green growth





Economic growth has proved remarkably vigorous given the very adverse circumstances of the past two years, which included four national elections, wars across the southern border, severe domestic tensions in the Eastern regions, trade restrictions with Russia and the inflow of millions of refugees. Domestic demand retained momentum. Public spending pressures were strong but the fiscal deficit was kept in check. The external deficit declined thanks to falling oil prices and market share gains especially in the European Union, but is still very large in underlying terms. Growth remains disproportionately centred on domestic demand and is overly funded by debt-creating capital inflows.

The combination of strong growth and external imbalances has characterised Turkey’s growth pattern over the past 15 years. Major institutional and structural reforms introduced after the 2001 crisis helped overcome the earlier “boom-and-bust” cycles, but external deficits expanded (Figure 1). This pattern has helped draw capital to Turkey, but features two important imbalances: i) private consumption contributes excessively to growth and reduces domestic savings; and ii) the output and employment composition of the economy is skewed to servicing the domestic market, with too low a share of tradables. This situation creates a tension between strong growth and external sustainability. To rebalance the growth pattern, the international competitiveness of the economy and the export sector should be considerably strengthened.



Figure 1. Long-term macroeconomic performance

[image: graphic]Source: OECD (2016), OECD Economic Outlook: Statistics and Projections (database), http://dx.doi.org/10.1787/data-00688-en.

StatLink  http://dx.doi.org/10.1787/888933388789



To shift to a more balanced, sustainable and stronger path, the authorities pushed ahead with a wide-ranging reform strategy after the general election in late 2015, building on the Priority Transformation Programmes of the National Development Plan 2014-18. An Action Plan for 2016 was announced in January, containing 216 measures to be implemented on a specific schedule (Table 1). This plan is retained by the new government established in May 2016 and provides a blueprint for important structural initiatives. The 2016 Action Plan was meant to be followed by longer-term reforms to upgrade the business and regulatory environment along international standards. Priorities included additional labour market reforms to reduce informality, the simplification of business entry and exit rules, and new trade policies to foster exports – notably updating the 1995 Customs Union Agreement with the European Union along the lines of the most advanced international free trade agreements. 


	
Table 1. The 2016 Action Plan



	Policy areas

	
Selected measures1

(Numbers in brackets refer to the reference number of each measure in the Plan)






	Fundamental rights and freedoms

	(21) International conventions on fundamental human rights and freedoms will be transposed in national legislation; (110) A “judicial assistance” right will be established in national law.




	Transparency

	(3) A “political ethics” law to promote transparency, openness and accountability in political life will be adopted along international good practices; (5) real estate capital gains resulting from public land planning decisions will be made transparent and taxed. 




	Social policies and working life

	(10) Labour legislation will be extended according to flexicurity principles, on the basis of EU good practices; (11) temporary work agency contracts will be liberalised, (12) severance compensation will be reformed, (54) all ongoing active labour market schemes will be made subject to impact analysis and re-designed; (88 and 89) skilled foreign professionals’ work in Turkey will be facilitated. 




	Economy, finance and commerce

	(56) personal income and corporate income taxes will be merged into a simple income tax regime along international good practices; (65) custom procedures will be consolidated into a single-shop system; (67) corporate governance of state-owned firms will be aligned with international codes; (64) railway transportation will be liberalised..




	Justice

	(26) The settlement of labour litigations will be accelerated; (25) benchmarks will be set and enforced for the duration of different categories of court cases; (36) a strategy and action plan against cyber-crime will be adopted. 




	Education

	(130) Current curricula in all education layers will be updated according to targeted “basic skills” for each level; (40) vocational school curricula will be aligned with professional standards; (41) a new tertiary education law will promote the autonomy and quality orientation of universities; (133) schools will be funded on a per student basis via their own budget. 




	Investment environment

	(78) Enterprise creation and liquidation rules will be re-evaluated and streamlined; (76) business licencing rules will be unified across government levels; (71) new measures will be introduced to attract foreign direct investment; (81) Islamic finance instruments and institutions will be developed; (146) specialised courts will be established, especially in the finance and information technology sectors; (141) the Public Procurement Law will be revised; (16) the Istanbul Arbitration Center will become functional. 




	Savings

	(79) Automatic enrolment in private pension schemes will be generalised with opt-out rights; (140) the Public Financial and Management Control Law will be updated.




	Science, technology and innovation

	(32) A “Digital Turkey” masterplan will be prepared; (84) a new Patent Law giving stronger support to high value-added activities will be adopted; (90) employment of foreign researchers by Turkish firms will be facilitated.




	Environment, local administration

	(115) The relation between central and local governments will be re-modelled according to the European Chart of local governments; (96) the resources of district municipalities inside metropolitan areas will be augmented; (164) a new greenhouse gas emission monitoring system will be implemented; 92) a new Water Law will be adopted. 




	Foreign policy

	(100) An impact assessment of Turkey’s development aid policies will be produced.




	1. Additional industry-relevant measures of the 2016 Action Plan are reported in Chapter 1, Table 1.2.


	Source: Prime Ministry (2016). 





Turkey’s strong growth over the past decade has paved the way for convergence in living standards with higher-income OECD countries. Improvements in life expectancy and expected years of schooling have fostered human development (Figure 2, Panel B). Employment rates, in particular those of the most vulnerable groups, have increased (Figure 2 Panels C and D). While income inequality remains high, the recent growth period has also seen less-developed regions catch up (Figure 2 Panels E and F).



Figure 2. Growth and social inclusion

[image: graphic]Source: OECD National Accounts database (panel A); United Nations Development Programme (2015), Human Development Report (panel B); ILO, LABORSTA (http://laborsta.ilo.org , panel C); Turkish Statistical Institute (panel D to F).
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Nonetheless, gaps with other OECD countries remain sizeable for many dimensions of well-being (Figure 3). Despite the gains achieved by low-income groups in the 2000s and the decline in poverty, average household disposable income per capita was still 54% of the OECD average in 2014 (at current PPPs). Working conditions are, on average, below OECD standards and, for those at work, work-life balance is affected by excessive working hours (OECD, 2015a). Educational achievements are modest, with 36% of Turkish adults aged 25-64 having completed upper secondary education. Partly as a result, the employment rate is low. Air and water quality too are still far below OECD averages. 



Figure 3. Well-being indicators

[image: graphic]1. Each index dimension is measured by one to four indicators from the OECD Better Life Index (BLI) set (see Panel B). Indicators are normalised to range between 10 (best) and 0 according to the following formula: (indicator value – minimum value) / (maximum value – minimum value) x 10. Normalised indicators are averaged with equal weights for each dimension. Low and high income refers to averages for the top and bottom tier of OECD countries ranked by GDP per capita (PPP USD, 2014). Low income countries are Czech Republic, Slovenia, Portugal, Slovak Republic, Estonia, Greece, Hungary, Poland, Chile and Mexico. High income countries are: Luxembourg, Norway, Switzerland, United States, Ireland, Netherlands, Austria, Denmark, Sweden, Germany and Australia.

2. Distance in standard deviations from top three performers.

Source: OECD (2016), OECD Better Life Index, www.oecdbetterlifeindex.org.
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Gender inequality is more pronounced than in other OECD countries, with few women in parliament and large gender pay gaps. Housing conditions are affected by restricted access to waste water treatment. The healthiness of the sea water is reduced by limited awareness in Turkey of its rich natural capital and by the adverse effects of tourism as coastal protection initiatives remain insufficient (Ocean Health Index, 2016). Likewise, the share of protected terrestrial areas is lower than in other OECD countries (Environmental Performance Index, 2016). 

Absolute poverty, measured as the share of people living below the national poverty line declined sharply, from 28.8% in 2003 to 13.3% in 2006, and settled at 1.6% in 2014 according to national sources (Turkstat, 2006 and Turkstat, 2014). However, relative poverty as measured by the poverty rate (share of the population earning less than 50% of the median disposable income) is higher (at 18% in 2012, and, according to national sources, 15% in 2014) than the OECD average (11%). While market income inequality is below the OECD average, the tax- and-benefit system contributes less to inequality reduction than in other countries. Turkey still exhibits the second highest level of disposable income inequality in the OECD (Figure 4). Broadening the tax base, including through a reduction of informality, would generate fiscal revenues that would provide scope to enhance the redistribution system and reduce income inequality further.



Figure 4. Income inequality has declined despite low redistribution

2012

[image: graphic]Note: Income distribution data refer to the total population and are based on equivalised household disposable income, i.e. disposable income adjusted for household size. The Gini coefficient takes values between 0 (where every person has the same income), and 1 (where all income goes to one person). Data refer to 2011 for Canada and 2012 for the other countries. Data shown for mid-1990s refer to 2011 income definition of the OECD Income and Distribution database.

Source: OECD Income distribution database. www.oecd.org/els/soc/income-distribution-database.htm.
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In addition, inter-regional disparities are large: in Istanbul, where 20% of the population live and where living costs are higher, average household income is nearly three times higher than in south-eastern Anatolia, the highest regional gap among OECD countries. While less than 5% of people in Istanbul live with less than half of the national median income, this share is 50% in some areas of south-eastern Anatolia. Similarly large regional differences are observed with respect to educational attainment, access to broadband connection and life expectancy. 

These shortcomings affect children in particular. Child-poverty rates were close to 30% in 2011. Underdeveloped pre-school programmes and unequal access to education impede social mobility. In 2013, only 36% of the four-year olds were enrolled in early childhood education against an OECD average of 88% (OECD, 2015b). At the same time, over 40% of the children with a lower socio-economic background were deprived from at least four out of seven educational items (a desk to study, a quiet place to study, a computer for school work, educational software, access to internet, books for school and a dictionary) against less than 10% on average across OECD countries (OECD, 2015a). Broad-based access to high-quality education, notably for the young, would not only lift human capital and foster growth; it would also make sure that the benefits of strong growth are more widely shared by preparing more people for better jobs (OECD, 2015l; Keeley, 2015). 

Important progress has been made in the provision of critical services for well-being and social cohesion, such as health care and old-age support, with the transition to universal health insurance (Atun et al., 2013) and to universal old-age benefits (Devlette, 2015). Still, wide inequalities remain in the quality and accessibility of services between regions and social groups (Canatan and Yıldırım, 2015). The accessibility of all essential services would be improved if public policies focussed more on a quality, made results transparent, and enhanced outcomes by tracking and selecting the most efficient delivery channels (OECD, 2014c; World Bank, 2015). 

Employment and job quality largely determine household living standards. Greater job creation in formal wage-earning occupations rather than informal self-employment and low productivity jobs in semi-formal firms would enhance incomes and improve social inclusion. Upgrading existing firms to higher productivity and quality levels, and enabling the more successful firms to expand faster are the most promising avenues to improve the material foundations of well-being and increase economic participation of vulnerable groups. While growth remains higher than in most other OECD countries, reflecting stronger labour force growth, the rebalancing of demand from domestic to external sources is needed to resume the convergence of GDP per capita toward the upper half of OECD countries (Figure 5 Panel A). The required acceleration of exports per capita has not yet started (Figure 5 Panel B). 



Figure 5. Convergence with the upper half of OECD countries has slowed

Percentage gaps with upper half of OECD

[image: graphic]1. OECD peers comprises lower income OECD countries: Czech Republic, Slovenia, Portugal, Slovak Republic, Estonia, Greece, Hungary, Poland, Chile and Mexico.

Source: OECD National Accounts database.
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Against this backdrop, the main messages of this OECD Economic Survey are:


	Increasing domestic savings and rebalancing demand between domestic and external sources is indispensable for stronger and sustainable growth. The launch of the 2016 Action Plan by the previous government boded well for the reforms that are necessary to achieve such rebalancing, strengthen the resilience of the economy and raise living standards for all.


	Manufacturing is undermined by a deep segmentation between high-quality modern corporations and low-quality semi-formal and informal firms. Ensuring a level-playing field for businesses and improving the quality of human capital are essential to revive productivity growth, accelerate the convergence between different types of firms and generate broad-based formal employment. 


	Turkey's integration in global value chains remains below its potential due to structural bottlenecks. This calls for changes in trade and investment policies to make export orientation more profitable and attract more foreign direct investment. Substantial investment in human and knowledge-based capital will be necessary to catch up with international best practices.





Recent economic developments and short-term macroeconomic outlook 

GDP growth was in 2015 driven by household consumption (Figure 6). Contrary to expectations, the sharp deterioration in household confidence following severe regional conflicts and domestic political uncertainties has not...
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