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Message from the Executive Director
Dear Colleagues,

AmCham Turkey/ABFT celebrates its 15th year in 2019, with the
main mission to act as a bridge between Turkey and the U.S. to
further improve bilateral trade and investment.

The “Business and Investment Climate in Turkey” survey that is conducted since
2007, serves as a tool to support our work to further improve and strengthen the
business and investment environment in Turkey and to stimulate foreign direct
investments.

The Survey acts as a platform through which AmCham members and non-members can
share their views on the business climate in Turkey, under 6 main topics: general
investment climate, infrastructure, taxation system, education system and workforce,
investment trends and digital ecosystem.

We would like to thank U.S. company executives who participated in our Survey,
Nielsen for their cooperation and research analysis and our research sponsor and
member Iron Mountain for their contribution.

Regards,

Asli OZELLI
Executive Director
AmCham Turkey/ABFT
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About AmCham Turkey/ABFT

AmCham Turkey/ABFT is a business association and NGO comprised of 110 prominent
U.S. companies. Founded in 2004, AmCham Turkey/ABFT operates with a mission to act
as a bridge between Turkey and the U.S. to further improve bilateral trade and
investment and to support Turkey’s economic development by strengthening the
business environment and stimulating foreign direct investments.

As an affiliate of the U.S. Chamber of Commerce, AmCham Turkey endeavors to be a
trusted and credible business partner for the public and private sectors in Turkey and
the U.S.

In the past 15 years of operations, AmCham Turkey held a number of business events,
hosted numerous officials from Turkey and the U.S., and conducted research to further
develop bilateral economic relations. It is also continuously engaged in the promotion
of its members’ interests.

‘Business and Investment Climate in Turkey’ survey has been conducted since 2007 to
better understand the outlook and perceptions of senior executives of U.S. companies
operating in Turkey on the business and investment climate. The survey was conducted
by the Nielsen Company for 2015, 2016 and 2018 with a comparative analysis.

About Nielsen
Nielsen is a global measurement and data analytics

[}
lllelsell company that provides the most complete and trusted
view available of consumers and markets worldwide. Our
e 6 6 6 o o o o o
approach marries proprietary Nielsen data with other data
sources to help clients around the world understand what's happening now, what's

happening next, and how to best act on this knowledge.

For more than 90 years Nielsen has provided data and analytics based on scientific
rigor and innovation, continually developing new ways to answer the most important
questions facing the media, advertising, retail and fast-moving consumer goods
industries. An S&P 500 company, Nielsen has operations in over 100 countries, covering
more than 90% of the world's population.
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EXECUTIVE SUMMARY

The Business and Investment Climate in Turkey 2018 Report findings are summarized as
follows:

» Overall, respondent companies have a strong tendency to continue their operations
in Turkey. The future investment propensity remains high, with more than half of the
respondents having plans to invest more in the coming years.

o 73% of respondents believe that the market potential of Turkey is considerable,
while 64% consider Turkey as being an attractive regional hub for companies in their
sector.

» Additionally, 60% of respondents believe that Turkey is a priority market for their
companies’ global headquarters.

» The business world’s positive perceptions on the market potential of Turkey have
been maintained over the years;

o The strongest elements of Turkey’s business environment are its market
potential (73%), advantageous geopolitical position for commercial activities
(65%), attractiveness as a hub for regional operations (64%), Turkey’s place in
the World Bank Doing Business rankings (61%) and its status of being a priority
market for company headquarters (60%).

o Respondents indicate level of investment incentives, access to credit and
expansion capital, public-private partnerships, frequent changes on legislations
and regulations as areas for improvement.

o Two new components on investment tendencies provide promising results on the
innovation ecosystem;

o More than half of the respondent companies (53%) follow entrepreneurs &
start-up companies and they can consider supporting them if it will avail to the
company,.

o 45% of the respondent companies invest in R&D activities in Turkey.

» In relation to that, the results of the Report’s new section “Digital Economy”
highlights the following results;

o Half of the respondents believe Turkey has a technological infrastructure to
contribute to its digital ecosystem, and the country has a positive approach to
the “protection of data” and “cyber security”.

o 46% of respondents consider Turkey to have adequate education and workforce
to develop its digital ecosystem and 44% believe the country has a beneficial
digital ecosystem that is useful for their companies.




EXECUTIVE SUMMARY

« Comparative annual scores on infrastructure quality in Turkey show a positive trend;

o The key strengths of Turkey’s infrastructure are specified as the internet speed
and quality, airport infrastructure, as well as road and highway networks.

o More than half of the respondents expressed confidence in the long-term
infrastructure development agenda.

o Rail network and port infrastructure are highlighted as areas for improvement.

o A new component on the “Mega Projects” found out that nearly half of the
respondents plan to put Turkey’s Mega Projects on agenda.

» Respondents’ assessments of the taxation system overall remained at a median
level.

o 42% of respondents agree to the statement that tax rates change frequently,
while there is a 9% improvement in this area compared to 2016.

o 40% indicate that calculation and payment of corporate taxation is complicated
and remains to be an area of improvement.

» Annual scores on the education system and workforce show a positive trend, and a
new component of the study highlights that 57% of the respondent companies aim to
increase employment this year.

o The greatest strengths of the Turkish labor market are highlighted as the level
of productivity, availability of skilled white-collar employees, satisfactory
customer service and soft communication skills, and entrepreneurial talent.

o Half of the respondents agreed that there is room for improvement related to
university level and high school education, foreign language proficiency, and
skilled blue-collar employees.




METHODOLOGY & OBJECTIVES

The objective of the Business & Investment Climate Survey is to collect and assess the
perceptions of U.S. company executives on the business and investment environment
in Turkey.

The survey examines the key topics including; General Business Environment,
Investment Trends, Infrastructure, Taxation System, Education and Workforce, and a
new section called the “Digital Ecosystem”.

The survey was conducted by The Nielsen Company through an online platform
between April and September 2018. Overall, 80 high level executives from 60+
different U.S. companies including both AmCham members and non-members
participated to the survey.

The survey questions were generally in a four-item Likert scale format, ranging from
“totally agree” to “totally disagree”. Scores are computed by calculating the weighted
averages and transforming them to a 100 scale. Scores approaching 100% represent
total agreement; scores approaching 0% total disagreement.

Response Rate and Respondents’ Profile

60+ U.S. companies from diverse sectors participated to the survey. The survey was
exclusively addressed to high-level executives of U.S. companies in Turkey including
CEOs as well as Directors with in-depth country experience and information on the
overall business and investment environment.

60%
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CEO Level Director Level

Sectoral Breakdown of Participant Companies

Automotive / Transportation / Delivery

Professional / Legal / Consultancy 59
(]

17%

Consumer Goods & Services
10%

Education
4%

Information Technologies
8%
Energy / Oil&Gas
‘ .
Engineering / Construction

| Property
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Industrials
13%

Finance / Insurance
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Hospitality / Entertainment
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4% Healthcare

22%




OUTCOMES of the 2018 REPORT

GENERAL BUSINESS ENVIRONMENT

Figure 1 - Components of the General Business Environment

The market potential in Turkey is considerable.
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Geopolitical position of Turkey will contribute positively to the companies'
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commercial activities.

Turkey is an attractive hub for companies in my industry to use as a
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regional base of operations. 64%

Turkey's place in the World Bank's Doing Business rankings will positively
affect the improvement of investors' point of view.

Turkey is a priority market for my company’s global headquarters.
Decrease in large unregistered economy has a positive impact on my

business.

The new incentive system and support mechanisms will play a role in
attracting new investments.

Turkey’s level of loyalty about international obligations affects our
investment decisions positively.

The business environment in Turkey is conducive to the development of
my business.

Public and private sector partnerships are implemented adequately.

Turkey is an attractive market for my company in terms of the cost of
credit and access to expansion capital.
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Considering the general average of the section scores, it is observed that a meaningful
number of general business environment components has been scored well above the
average.

The strongest elements of the business environment can be indicated as follows;

o Turkey’s market potential and geographic attractiveness for the global
companies’ commercial activities and regional hubs scored well, with respectively
73%, 65% and 64% of the respondents agreeing with these statements.

« 60% of the respondents indicate that Turkey is a priority market for their
companies’ global headquarters, while 61% believe Turkey’s place in the World
Bank’s “Doing Business” Rankings will positively affect the improvement of
investors’ point of view.

» More than 50% of respondents agree that the new incentive system and support
mechanisms will play a role in attracting new investments and decrease in large
unregistered economy has a positive impact on their business.

Below areas scored under the section average are highlighted as areas for improvement:

o 64% of respondents share the perception that public and private sector
partnerships need to be implemented more adequately, and thus efficiently.

« The score in the cost of credit and access to expansion capital signals a need for
improvement to attract more foreign direct investments.



OUTCOMES of the 2018 REPORT

Figure 2 - Business Environment in Comparative Perspective
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The graph reflects the changes observed in the views of U.S. company executives on
the general business environment in Turkey for the years 2015, 2016 and 2018.

o Turkey’s market potential and its attractiveness as a hub for companies to use as
their regional base of operations continue to score well. Overall, there has been 3%
increase in Turkey’s market potential and 2% increase in Turkey’s attractiveness as
a regional hub.

« The new components of the research give results above the average, indicating
positive feedback with 65% on Turkey’s geopolitical position, 61% on Turkey’s place
in the World Bank’s Doing Business rankings and 51% on the new incentive system.

o Comparative analysis indicates a slight decrease in respondents’ assessments for
the conduciveness of Turkey’s business environment that show 9% decrease and
attractiveness in relation to cost of credit and access to expansion capital that
show a decline of 7%.

« Turkey’s position of being a priority market for U.S. companies remain the same
with 60% of agreement among respondents in the last 4 years.

« Comparative annual scores indicate that investment incentives, access to credit
and expansion capital and compliance with international obligations are areas for
improvement.




OUTCOMES of the 2018 REPORT

INFRASTRUCTURE

Figure 1 - Components of Perception on Infrastructure

Internet speed and quality are sufficient for my business needs. 66%

Airport infrastructure is sufficient for my business needs. 64%

The road and highway networks are sufficient for my business needs. 63%
Electrical power infrastructure is sufficient for my business needs.
| am confident that the long-term infrastructure development agenda

will be carried out successfully.
Port infrastructure is sufficient for my business needs.
My company plan to put on agenda about Turkey's mega projects
(major investments in infrastructure, bridges, highways, airports, etc.).
Rail network infrastructure is sufficient for my business needs.
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Overall, assessments on infrastructure in Turkey point out that internet speed and
quality, airport infrastructure, as well as road and highway networks are
considered as the country’s key strengths.

High-value opportunities offered by Turkey on mega projects, including major
investments such as airports, highways and bridges, in line with its geopolitical
position, led around 50% of U.S. investors to consider putting these projects on their
agendas.

While 52% of the respondents indicated their confidence on the successful
implementation of long-term infrastructure development agenda, port infrastructure
and rail network are highlighted as areas of improvement.

Figure 2 - Infrastructure in Comparative Perspective

[ New Component ]
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OUTCOMES of the 2018 REPORT

TAXATION SYSTEM

Figure 1 - Components of Perception on Taxation System

The calculation and payment of individual income tax is
pay 48%

complicated.
Tax laws are applied to all businesses equally. 43%
Corporate taxes are high. 42%
Tax rates change frequently and are difficult to predict. 42%
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Individual income tax is high. 39%
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Around 40% of the respondents believe that tax laws are applied to all businesses
equally, while the same number of respondents point out that tax rates change
frequently, corporates taxes are high, the calculation and payment process is
complicated. Taxation system is still seen as an improvement area with similar rate
of responses received over the last three years.

Figure 2 - Taxation in Comparative Perspective

The calculation and payment of individual income tax is
complicated.

=2018 =2016 m=2015

Tax laws are applied to all businesses equally.

Corporate taxes are high.

Tax rates change frequently and are difficult to predict.

The calculation and payment of corporate taxation is
complicated.

Individual income tax is high.
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EDUCATION & WORKFORCE

Figure 1 - Components of Perception on Education & Workforce
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The strongest aspects of Turkish labor market are its level of productivity, its ability
to provide skilled white-collar employees in line with the U.S. business community’s
needs, as well as labor market’s ability to provide workers that have satisfactory
customer service and soft communication skills.

Additionally, 59% of the U.S. company executives indicated that their company aims to
increase employment this year, and they believe Turkey is producing a meaningful
number of employees with entrepreneurial talent.

Respondents’ assessments on the capacity of the workforce to support cutting-edge
research and the adequacy of the university-level education system to serve the
business community’s needs remained at a median.

While 59% of respondents agreed that the high-school education system needs to be
improved to better serve the business community needs, the availability of skilled
blue-collar employees and English language proficiency remains to be a challenge
for businesses, requiring further attention
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Figure 2 - Education & Workforce in Comparative Perspective
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INVESTMENT TRENDS

Figure 1 - Components of Perception on Investment Trends

In the coming years my company plans to stay in Turkey. 75%

Economic relations between Turkey and the United States are likely to
improve in the coming years.

In the coming years my company plans to invest more in Turkey.

| follow entrepreneurs / start-up companies and if | think that it will
avail to the company, | support them.

My company invests in R & D activities in Turkey. 45%
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Participant companies have a strong tendency to stay in Turkey in the coming year
with a rate of 75%. Additionally, more than half of the U.S. companies indicated that
they plan to invest more in Turkey and 56% of the respondents believe that bilateral
economic relations between Turkey and the U.S. will further improve in the coming

years.

Among the participants, 45% of the U.S. companies have R&D investments in Turkey
and 53% of them follow entrepreneurs and start-up companies for further
investments.
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Figure 2 - Investment Trends in Comparative Perspective
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DIGITAL ECONOMY

Figure 1 - Components of Perception on Digital Economy

Turkey has a technological infrastructure that it will contribute to the
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The Digital Economy section is a newly created section to reflect and measure the
digital trends in doing business across the globe. Around half of the U.S. company
executives believe that Turkey has the technological infrastructure, as well as
adequate education and workforce to support the digital ecosystem. Nearly the same
ratio of respondents also believe that Turkey has a positive approach to cyber security
issues and protection of personal data and the country’s digital ecosystem is useful
for their companies.



AmCham Members by Industry

AUTOMOTIVE / TRANSPORTATION

Ford
Goodyear
Hertz

INDUSTRIES

3M

Alp Aviation

Axalta Coating Systems
Boeing International
Borusan Makina / Caterpillar
DuPont

Emerson

General Electric

Honeywell

Lockheed Martin

McCormick Kutas

The Dow Chemical Company
The Timken Company

BANKING / FINANCIAL SERVICES / INSURANCE

Citibank

Dubai Starr Sigorta
J.P. Morgan

Marsh

MetLife

The Blackstone Group
Ulusal Faktoring

IT TECHNOLOGIES / E-COMMERCE

Apple

Cisco Systems

GittiGidiyor / eBay

Hewlett Packard Enterprise

HP Computer and Printing Technologies
IBM

Microsoft

Uber

Verifone

Xerox

CONSUMER GOODS & SERVICES

Anadolu Efes

Cargill

Coca Cola

Colgate Palmolive
Estee Lauder

Mars

Mondelez International
Newell Brands

Nike

PepsiCo

PEiGp Morris / Sabanci

DELIVERY SERVICES
BDP International
Brink’s

OPYA Logistics

EDUCATION

ELS Educational Services
Harvard Business School Istanbul
Istanbul Bilgi University Laureate

ENERGY / OIL & GAS

Aladdin Middle East
Zorlu Energy / First Solar

ENGINEERING / CONSTRUCTION / PROPERTY

Johnson Controls
Miyamoto International

HEALTHCARE

Amgen

Baxter International
Beckman Coulter
Bristol Myers Squibb
Boston Scientific
Forever Living
Herbalife

Janssen

Johnson & Joh nson
Lilly

Medtronic

MSD Animal Health
MSD Turkey

Novo Nordisk

Pfizer

Smith & Nephew
Stryker

Takeda

HOSPITALITY / F&B SERVICES

Conrad

Hilton Worldwide

Hilton Istanbul Bomonti Hotel
Istanbul Marriott Hotel Sisli
McDonald’s

Papa John’s

The Ritz-Carlton Istanbul

NGOs

Make -A-Wish Foundation
Keiretsu Forum Istanbul

PROFESSIONAL / LEGAL / CONSULTANCY
SERVICES

Baker & McKenzie
BASEAK / Dentons
BMS / Herman Miller
BTS & Partners

Core Out of Home
Deloitte

EY

Heidrick & Struggles
Iron Mountain

Korn Ferry

KPMG

Moroglu Arseven
Nazali Law Firm
Nielsen

PwC

Russell Reynolds Associates
Spencer Stuart
White & Case




AmCham Turkey/ABFT Board of Directors

Serra Akgaoglu
AmCham Turkey/ABFT Chairwoman
Citibank Turkey CEO & Board Member

Tankut Turnaoglu Canan M. Ozsoy ihsan Necipoglu

Procter & Gamble General Electric Turkey Dow
Chairman of the Board President & CEO President of Turkey &
Turkey and Caucasus Central Asia

Haluk Yalcin Aysem Sargin Ismail G. Esin
PwC Turkey Boeing Turkey Baker & McKenzie
Territory Senior Partner Managing Director & Partner

Country Executive

Levent Yiiksel Ihsan Karagoz Aysegiil Aydin
PepsiCo Turkey Mondelez International Heidrick & Struggles
General Manager Turkey Managing Director Managing Partner



AmCham Turkey/ABFT Board of Directors

oA

Renan Ozyerli
MSD Turkey Cluster
(TR, Ukraine, CIS)
Managing Director

Mert Buyiikyazgan
3M Turkey
General Manager

[

Volkan S6zmen
IBM Turkey
Country General Manager

Evguenia Stoichkova
Coca-Cola
Turkey, Caucasus & Central
Asia President

Burak Kili¢
UPS Turkey
General Manager

Didem Sekerel Erdogan
Nielsen Turkey
General Manager

y

Murat Kansu
Microsoft Turkey
General Manager

Ayhan Oztiirk
Medtronic
TWAL Regional
Vice President

Oget Kantarci
GittiGidiyor
General Manager &

eBay MENA Director

V&
Armin Zerunyan
Hilton Worldwide

Country General Manager President
Turkey & Central Asia

Frans van Deursen
Honeywell







