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We, the members of the Investment Advisory Council for Turkiey honored to have
been invited here today for the fourth time to take stock of thegsedhat has been made in
strengthening Turkey’s investment environment, and to advise on nevitigsi that will
ensure continued advancements in the year ahead. We wautd kxpress our appreciation
to the Prime Minister for his trust in this Council’s contributiem®ngoing efforts to further
improve the investment climate in Turkey.

Since the first meeting of the Council in 2004, we have madwmber of key
recommendations for achieving a better business climate inylurke last three years have
seen a clear effort to translate policy into real improvemanthe business environment, as
demonstrated by local and international investment figures. @terd figure of USD 20
billion foreign direct investment inflow in 2006 is a sign afrkey’s increasing promise.

Last year, we advised the Government to focus on some kegsige continue
maintaining and promoting macroeconomic, political and financial rhatiedility and to
continue promoting structural reforms to attract investmedteacourage growth.

We are pleased to see that these issues have been brdddiysad, as reflected in the
IAC Progress Report of 2007. We would like to highlight the most irapbrt
accomplishments of this past year:

Sustained macroeconomic stability and the successful impletioentaf the

competitiveness agenda continue to underpin an optimistic gmwitiok.

A coherent approach to investment climate is in place, witimgtinvolvement of all

stakeholders and a well functioning Coordination Council for the Impraveaighe

Investment Environment (YOIKK).

Supporting R&D and developing conditions that are conducive for inioovaave

become priorities for the Government. Progress has been maderove protection

of Intellectual Property Rights (IPR) and facilitate paegoplications.

Turkey’s investment in its people — through education and trainisgising.



The establishment of the Investment Support and Promotion Agency kéyTur
(TISPA) is an important step in boosting Turkey’s investnpeainotion capacity.

The reduction of the Corporate Tax Rate from 30 to 20 percent is asprgrstep to
lower informality and increase productive investments.

The privatization drive since 2004 has been one of the most sfidaesthe world,

helping increase productivity levels and attract foreignctlirevestment.

We commend Prime Minister Erdan and his cabinet for these impressive achievements.
We also would like to note the improved functioning of the YOIKK plattf which has put
together an action plan with clear deadlines for further improvingkey’'s investment
climate.

Some of these issues have been highlighted by our guests dnteimational financial
institutions. Mr. Lipsky, First Deputy Managing Director oétternational Monetary Fund
underlined the importance of maintaining fiscal discipline arfdieathg low and stable
inflation, promoting labor market reform and broadening and deepeningcitshanarkets.
Mr. Katsu, Vice President of the World Bank, stressed thpoitance of increasing
productivity and employment, strengthening the quality of educdwonboth income
convergence with the EU as well as convergence within Turkel$d emphasized the need
for further liberalizing and restructuring the energy sectamjarove energy efficiency and
security. We believe that over the course of the last threetings, this Council has
identified a comprehensive list of key issues for reform wklubuld remain at the forefront
of Turkey's strategy in order to ensure that the country contitoese an attractive
investment destination. Intensifying actions on some of thes@es will be particularly
important in the year ahead, both to maintain high levelsDdfahd —equally important for
Turkey’s future development and growth—to increase employment and the pribyluadt
the Turkish private sector. During the meeting, we agreedniet year the Government,
while continuing strong macroeconomic policies and structuralmesf, should focus on the

most important priorities listed below:

Further progress in reducing inflation through the vigilant implaaten of the
inflation targeting regime, while ensuring the proper functioning h&f foreign

exchange market through the continuation of the freely floaknlgange rate policy.



Further progress in fiscal consolidation which will yield redhrcin the debt to GDP
ratio, and strengthening efforts to restructure expenditures in tvdereate more

space for priority investments, in particular in publicastructure.

Aligning the skills of the labor force with the needs of thegie sector, by improving
the content of education at all levels, especially in languagdsther skills, and by
promoting increased private sector contributions to vocational edocatid training
to workers. Increasing opportunities for the participation of woarehyouth in the

labor market should also be supported.

Increasing flexibility of the labor market and containing non-wager costs, to cope
with rapid technological progress and increasing competition stegnrfrom

globalization.

Adopting and starting to implement a revised package for pensiomaretsal health

insurance reform.

Continuing to support innovation, technology adoption and the use of quality
standards by firms, by fostering the right framework for innowaand strengthening
the links between firms, universities and research centénsawiiew to convert R&D

activities into products and services.

Further progress in the implementation of the legislation @fl@éatual property rights

(IPR), in particular regarding data exclusivity and patekage.

Reducing informality and improving corporate governance through further
strengthening tax enforcement and increasing firms’ finatr@aparency. Improving
accounting and auditing standards and practices should be importanecmnfary
measures- to the recent corporate tax rate reduction- to be pumstredfuture. In

addition, further steps should be taken to strengthen corporaengoce.

Strengthening efforts in land management and planning, requiredctoesée

availability of land for investment both in industry and sesi

Establishing permanent mechanisms to reduce administrativensuwdeéusinesses in
all their activities, with built-in review and measuremeydtems. Developing and

implementing these mechanisms should be a core task of YOIKK.



Further transform Turkey into a bold strategic hub in terms aisportation and
energy corridors by further developing logistics and informatieshriology
infrastructure and liberalizing and restructuring the energy seutdr increasing
energy efficiency.

Furthering efforts to develop infrastructure, in areas su@mnagyy and transportation,
by involving the private sector with a clear and predictalgal lBFamework.
Developing and implementing a long term strategic communicatiogrgm for
Turkey, to progressively build its image in Europe and the worlds 0 ansure that

public perceptions on the country catch up with its changingyeal

In parallel to the above, the Council endorses the continuationeopdilitical reforms
following Copenhagen political criteria, including improving the gualf democracy, rule of
law and implementation of fundamental rights and freedoms.

Setting up appropriate benchmarks to systematically assessyBugtogress in each of
these areas is an equally important challenge that should bessitisesn. Progress in these
areas will enhance the consistency of the various investnlierdte reforms. It will also
generate greater synergies between policies, thus helping to mextheir benefits.
Implementation of the above mentioned policy actions should imptbege economic
performance of Turkey, including external balances and strengthestaitsling in the
international capital markets.

We support Turkey’s continued commitment to political and econorfocms, including
harmonization with EU Acquis. Turkey is moving in the right diget and should use the
progress achieved so far to encourage swifter and deeper sefbine improved economic
situation should be viewed as an opportunity to do more and to int&gmkiy in the global
supply chain. We are confident that Turkey will continue to ma&edguse of this
opportunity, as we have witnessed in recent years. We look fotavandnitoring progress in

the months ahead, and to holding another IAC meeting next year.
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