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INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT

APPENDIX I
COUNTRY DATA
TURKEY

Land area (km’ thousand) 2003 1/ 770 GNI per capita (USD) 2003 1/ 2 800
Total population (million) 2003 1/ 71 GDP per capita growth (annual %) 2003 1/ 4.2
Population density (people per km?) 2003 1/ 92 Inflation, consumer prices (annual %) 2003 1/ 253
Local currency Turkish Lira (TRL) Exchange rate: USD 1= TRL 1.35
Social Indicators Economic Indicators
Population (average annual population growth rate) 1.7 GDP (USD million) 2003 1/ 240376
1997-2003 1/ Average annual rate of growth of GDP 2/
Crude birth rate (per thousand people) 2003 1/ 21 1983-1993 5.0
Crude death rate (per thousand people) 2003 1/ 7 1993-2003 2.7
Infant mortality rate (per thousand live births) 2003 1/ 33
Life expectancy at birth (years) 2003 1/ 69 Sectoral distribution of GDP 2003 1/

% agriculture 13
Number of rural poor (million) (approximate) 1/ n/a % industry 22
Poor as % of total rural population 1/ n/a % manufacturing 13
Total labour force (million) 2003 1/ 33.72 % services 65
Female labour force as % of total 2003 1/ 39

Consumption 2003 1/
Education General government final consumption expenditure (as 14
School enrolment, primary (% gross) 2003 1/ 95 a/ % of GDP)
Adult illiteracy rate (% age 15 and above) 2003 1/ 13 a/ Household final consumption expenditure, etc. (as % of 66

GDP)
Nutrition Gross domestic savings (as % of GDP) 20
Daily calorie supply per capita n/a
Malnutrition prevalence, height for age (% of children 16 a/ Balance of Payments (USD million)
under 5) 2003 2/ Merchandise exports 2003 1/ 46 576
Malnutrition prevalence, weight for age (% of children 8al Merchandise imports 2003 1/ 69 340
under 5) 2003 2/ Balance of merchandise trade -22 764
Health Current account balances (USD million)
Health expenditure, total (as % of GDP) 2003 1/ 7 a/ before official transfers 2003 1/ -8993
Physicians (per thousand people) 1/ la/ after official transters 2003 1/ -7905
Population using improved water sources (%) 2002 2/ 93 Foreign direct investment, net 2003 1/ 1562
Population with access to essential drugs (%) 2/ n/a
Population using adequate sanitation facilities (%) 2002 83 Government Finance
2/ Cash surplus/deficit (as % of GDP) 2003 1/ n/a

Total expenditure (% of GDP) 2003 1/ n/a
Agriculture and Food Total external debt (USD million) 2003 1/ 145 662
Food imports (% of merchandise imports) 2003 1/ 4 Present value of debt (as % of GNI) 2003 1/ 81
Fertilizer consumption (hundreds of grams per ha of 672 a/ Total debt service (% of exports of goods and services) 39
arable land) 2003 1/ 2003 1/
Food production index (1999-01=100) 2003 1/ 103
Cereal yield (kg per ha) 2003 1/ 2231 Lending interest rate (%) 2003 1/ n/a

Deposit interest rate (%) 2003 1/ 38
Land Use
Arable land as % of land area 2003 1/ 34 a/
Forest area as % of total land area 2003 1/ 13 a/
Irrigated land as % of cropland 2003 1/ 18 a/

a/ Data are for years or periods other than those specified.

1/ World Bank, World Development Indicators CD ROM 2005
2/ UNDP, Human Development Report, 2005



LOGICAL FRAMEWORK

Narrative Summary

Verifiable Indicators

Means of Verification

Assumptions/Risks

Goal

Sustainable improvement of the standard
of living of rural people in poorest
regions, in line with Turkey’s national
strategy for poverty reduction

Improvement in the composite index of poverty
Increase in household asset ownership

Reduction in the prevalence of malnutrition
among children below five years of age

State Planning Organization
composite poverty index
rankings

Household surveys

Ministry of Health records
Impact assessment surveys
UNDP poverty and HDI reports

Continued macroeconomic stability,
Government commitment to private
sector development

Institutional reforms consistent with
EU convergence

Purpose/Objectives

Establishment of new and expansion of
existing profitable rural businesses, both
on- and off-farm

Numbers of businesses engaging with project
and volume of incremental investment

Incremental profitability of such businesses

Diversity of rural investment achieved

Business registration records
Chamber of Commerce
Project documentation

Initial and follow-up project
surveys

Security situation conducive to private
investment

Availability of potential investors
willing to take entrepreneurial risks

Income diversification and increased
employment

N° of new full-time equivalent jobs created

Crop production strategy

Project surveys — Ministry of
Agriculture and Rural Affairs
(MARA)

Local Government records

Improved business, financial and
marketing environment and
entrepreneurship skills at the local level

Improved access to finance

Small businesses profitable

Increased rate of small business start-ups
Reduced rate of small business failures

Increase of local farm gate price in relation to
prices at major consumption centres

Chamber of Commerce

MARA price surveys
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STRENGTHS, WEAKNESSES, OPPORTUNITIES AND THREATS (SWOT) ANALYSIS

Institution Strengths Weaknesses Opportunities Threats
Ministry of Comprehensive coverage (offices in 803 Centralized and bureaucratic approach Through the harmonization and alignment MARA may find it
Agriculture and districts and 81 provinces) Reluctance of staff to relocate to rural process with the EU, the entire spectrum of difficult to cope with
Rural Affairs The major Government agency that has areas public agencies including MARA can be the expa}nfi.e{i
(MARA) expected to have a more dynamic approach responsibilities and

always dealt with food and agriculture

From the beginning of 2005 full
agricultural subsidies/support budget
transferred to MARA from Treasury

Skilled staff (agronomists, livestock
experts, etc.) with knowledge of the rural
situation and technical production
potential for the different agricultural
zones

Wealth of experience of multilateral
project implementation including over 20
years with [FAD

MARA expects to handle EU resources
under the proposed IPARD funding and is
receiving technical assistance from EU to
prepare itself for this and to be come the
“payment agency” for these resources

Limited operating budget and
management capacity

Coordination problems between
different departments

Regulation and legislation problems
concerned with procurement and
disbursing loan proceeds in part due
to heavily centralized financial
procedures

to rural development policy and be better
funded in its implementation

It is planned that MARA will undergo

restructuring shortly. In the new framework,

the establishment of a General Directorate
of Rural Development and Infrastructure
(GDRDI) is planned. Its main
responsibilities will be to determine rural
development policies and strategies
nationwide, to guide preparation and
implementation of suitable projects, and to
monitor and evaluate their performance

Regulation and implementation of income-
generating activities to improve the
opportunities for rural employment and
alleviation of rural poverty outside
agriculture itself are likely to fall under the
responsibility of GDRDI

workload, given the
level of training of its
core staff

Rural financial
institutions

ACCs have wide coverage, with nearly
2,000 primary level cooperatives, with the
potential to cover 92% of the rural
population

The aggregate ACC balance sheet is very

strong and its equity could be leveraged to
expand its rural lending substantially, if it
were profitable

Ziraat Bank covers 95% of the rural
population

Ziraat Bank is highly liquid

Most of ACCs’ and Ziraat’s non-
equity resources are of a short-term
nature

Government policies favourable to
ACCs and Ziraat have largely
precluded formal private financial
institutions entering the rural finance
market

Despite benefiting from a strong
equity base, ACCs have been
unprofitable in recent years, due to
poor debt collection performance and
high operating costs

Present legal constraints and
regulations virtually preclude
microfinance

The massive investment that needs to take
place in rural Turkey to modernize and
transform agriculture and to generate vital
additional rural employment means that
there is a potentially huge market for
developing rural financial services, in
particular the provision of medium- and
long-term resources

Unclear signals from
Government, for
example the
reintroduction of
subsidized
agricultural credit
available only to
ACCs and Ziraat

Political instability in
some regions may
frighten off investors
and encourage a non-
repayment culture
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Institution

Strengths

Weaknesses

Opportunities

Threats

Agricultural support
institutions

e  Chambers of
Agriculture

Wide coverage of all
agricultural areas

At present possess limited financial and
human resources

Farmers must register with and pay fees to the
Chambers in order to collect DIS payments;
therefore, Chambers have an income source.

Legislation has been enacted to allow them to
widen their activities, to provide extension
services and make investments.

With no history of being other
than a registration agency and
farmers’ interface with
Government, there is a major
risk that if they try to expand
their activities too fast, they
will fail commercially.

e  Chambers of
Trade and Industry

Wide coverage within
provinces

Some experience in
training and technical
support for members,
particularly in business
and entrepreneurship

Mainly urban, rather than rural

Could be an important resource for training
and providing a forum for market linkages

e  Commodity
Exchanges

Wide coverage at trade
centres

Considerable financial
resources

Technical skills in
product analysis and
classification

Have a narrowly based role, largely
concerned with regularizing trade to enable
product-related support payments to be made
and value-added tax to be collected

Possibly they are over-staffed and invested
due to their effective monopoly position

In view of their specialized role, opportunities
are confined to helping to regularize markets
and improving market information

Removal of commodity-based
support payments may take
away their attractiveness to
traders/farmers

e  Farmers’
Organizations

Have access to land
Have considerable
livestock assets
Experienced in
agriculture relevant to
their local environment
Abundant family labour

Lack irrigation in low rainfall areas

High proportion of low-yielding livestock
Fragmented landholdings

Rangeland resources have become degraded
Tenure arrangements may not be favourable
to those who actually work the land

Lack capital for desirable on-farm
development

Distrust financial institutions

Consolidate landholdings

Upgrade livestock quality through Al

Focus farming systems on optimizing income,
subject to existing constraints

Utilize grants/credit to make profitable on-
farm investments, e.g. making more effective
use of irrigation in newly irrigated areas
Develop non-farm enterprises to add value to
products or utilize off-peak labour availability
Link with companies and markets to add more
value to farm produce and take advantage of
market opportunities

Farmers remain uncertain of
the future, adopt risk-
minimizing strategies, and so
are unprepared to invest

The young continue to move
out of rural areas, thus
depleting the labour force and
skill base
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INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT
APPENDIX IV

IFAD’S CORPORATE THRUSTS AS RELATED TO THE COUNTRY PROGRAMME

As documented throughout the text of the main report, the thrusts of the COSOP are in line with IFAD’s
strategic framework objectives of enhancing the capacity of the poor and their organisations (support for
farmer organisations and producer groups for improved market integration), increasing the access of the
poor to productive natural resources and technology (contributory grants for technology transfer) and
improving the access of the poor to financial services and markets (supply chain improvement, SIPs and the
establishment of sustainable rural financial services for the poor). The thrusts of the COSOP do also adhere
with the regional strategy for NENA most notably in terms of the emphasis on capacity building at the
community level for common resource management.

In line with the mandate of the Fund, the COSOP proposes to target the communities situated in the most
disadvantaged part of the country, with the highest concentration of rural poor. The strategy of the Fund is to
target both poorest mostly subsistence oriented farmers as well as those who are striving to enter the market
within a new policy environment. Trough the support for SME development, within pro-poor supply chains
the COSOP seeks to improve employment opportunities for both men and women, thereby potentially
contributing to reduce inter-regional migration.

In terms of innovative approaches the introduction of improved supply chain management measures targeted
towards the economic active segments of the rural poor represents a new development in Turkey. When
successfully tested, such measures which are consistent with the new policy framework currently being
implemented in Turkey can be up-scaled and replicated in partnership with other donors and the private
sector. The COSOP advocates that such innovations require new implementation arrangements as well as a
direct supervisory and supporting role by the Fund to enhance efficiency and facilitate knowledge
management.



ACTIVITIES OF OTHER PARTNERS IN DEVELOPMENT — ONGOING AND PLANNED

Development Partner Nature of Project/Programme Project/Programme Coverage Status Complementarity/Synergy Potential
The World Bank ARIP —2001 (US$600 m) The restructured ARIP introduced four new Review of ACCs (November 2005) carried
Adi on (US$200 million): initial subcomponents under farmer transition: out under ARIP might provide the basis for
. justment p%rg;:o(o i mi 1101(11)’ dl nitia for DIS environmentally based land utilization (US$9 Ongoi IFAD support to selected ACCs possibly
;)I:;ensltemntesnt;agmers tralirslilticl)(t)lnérl;;tsu zgrsilclglri 3211 %rales million in 4 pilot regions); village-based ngomg jointly with the World Bank.
Cooperati’ve Union (ASCU) restruc’turing and project pam.mpato‘ry investments (US$30 million in 16 IFAD may pick up on competitive grants
. o provinces); participatory land consolidation mechanism used under village-based
support services. This disbursed slowly and the balance (US$20 million in selected villages in 7 i > ge-oa
of US$280 million World Bank funding has been N g : participatory investments within its next
. provinces); and institutional reinforcement of roiect
reallocated in 2005 as follows: > o . project.
farmers’ organizations (US$11 million). o . ,
s ) Bein Institutional reinforcement of farmers
- DIS Support Component (US$69 million) A_w.arehouse_recelpts programme (US$41 introﬁuced organizations and marketing (through
- Farmers Transition Component (US$137 million) million) was introduced under ASCU warehouse receipts programme), would
) o restructuring. complement the support an IFAD project
- ACSU restructuring (US$68 million) would give to small farmers and
- Project support (US$6 million) entreprencurs.
Country Economic Memorandum and other sector Major review of rural financial sector ongoing as Under IFAD/World Bank collaboration in piloting
work leading up to a Country Assistance Strategy precursor to a future rural finance project preparation activities concerned with improved rural
(2007-2009) finance services on a provincial basis
European Union (EU) SAPARD Programme National. Pre-negotiation stage of EU funding Closing Strengthening of MARA: support under
Deals with aquis alignment including political this funding will enhance its ability to
criteria, human rights, judiciary reform and handle future IFAD projects more
institutional reform needed to handle CAP. effectively
IPA Programme expected to provide major funds from IPA funding on a national basis following Measures Anticipated development of regional
2007 (approximately EUR 1 billion per year) opening of negotiations (in October 2005) on being agencies under [PA may affect design
Turkey’s accession to EU membership focusing undertaken by options for second IFAD project

on:
- institution building for acquis alignment
- human resource development

- regional development

- rural development (IPARD)

- transport, infrastructure and environment

This supports convergence processes, political
dialogue and further liberalization of trade.

Government to
meet
preconditions
for access to
IPA funds by
2007

IPARD will establish payment agency in
MARA.

Measures supported under IPARD relate to
investment, diversification, processing and
market linkages, capacity building and
environmental/animal welfare within rural
areas, and associated technical assistance
and training. IFAD’s proposed programme
will provide complementary support in
many of these areas.
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Development Nature of Project/Programme Project/Programme Coverage Status Complementarity/Synergy Potential
Partner

United Nations | United Nations Development Assistance Framework National framework for United Nations agencies Pending UNDP may continue its close relationship

Development | 2006-2010 provides support for meeting Millenium with IFAD through involvement in project

Programme Development Goals through three development administration.

(UNDP) themes: democratic governance; reduction of UNDP’s technical awareness of the Turkish

poverty and income disparity; and protection of
rights of women, children and youth.

microfinance situation will be an important
resource if a microfinance subcomponent can
be introduced in IFADs future programme.
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