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Disclaimer

Republic of Turkey Prime Ministry Investment Support and Promotion Agency (ISPAT) submits the information
provided by third parties in good faith . ISPAT has no obligation to check and examine this information and takes no
responsibility  for any misstatement or false declaration . ISPAT does not guarantee the accuracy, currency,
reliability, correctness or legality of any information provided by third parties . ISPAT accepts no responsibility for
the content of any information, news or article in the document and cannot be considered as approving any opinion
declared by third parties . ISPAT explicitly states that ; it is not liable for any loss, negligence, tort or other damages
caused by actions and agreements based on the information provided by third parties .

Deloitte accepts no liability to any party who is shown or gains access to this document . The opinions expressed in
this report are based on Deloitte Co n s ul tjudgneerd sand analysis of key factors . However, the actual operation
and results of the analyzed sector may differ from those projected herein . Deloitte does not warrant that actual
results will be the same as the projected results . Neither Deloitte nor any individuals signing or associated with this
report shall be required by reason of this report to give further consultation, to provide testimony or appear in
court or other legal proceedings, unless specific arrangements thereof have been made . All opinions and estimates
included in this report constitute our judgment as of this date and are subject to change without notice and may
become outdated .
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Glossary of Terms

Acronym Definition Acronym Definition

AIDS Acquired Immunodeficiency Syndrome
Prime Ministry , Disaster and Emergency

AFAD Management Presidency
Former Social Security Organization for

Baj Kur Artisans andthe Self-Employed (Became
Part of SGK )

BMI Business Monitor International

BRIC Brazil, Russia, India, China

CAGR Compound Annual Growth Rate

CBRT The Central Bank of the Republic of Turkey

CE Conformité Européenne

CEO Chief Executive Officer

CIS Commonwealth of Independent States

CT Computed Tomography

EAGM Eastern and African Growth Markets
European Society for Blood and Marrow

EBMT Transplantation

ECO Echocardiography

EIU Economist Intelligence Unit

EU European Union

EUR Euro

FDI Foreign Direct Investment

GCP Good Clinical Practices

GDP Gross Domestic Product

GE
GEPF
GITES
GMP

HTP
KEKS

JCI
JCR

KOSGEB

M&A
MENA
MNC
MoH
MRI
N/A
N/D

OECD

OHSAD

olz
OsYMm

General Electric
Government Employees Pension Fund
Input Supply  Strategy

Good Manufacturing Practice

Health Transformation Program
Pharmaceutical Manufacturers Association of
Turkey

Joint Commission International
Japan Credit Rating Agency

Small and Medium Enterprises Development
Organization

Mergers and Acquisitions

Middle East and North Africa
Multinational Company

The Ministry  of Health of Turkey
Magnetic Resonance Imaging
Not Available

Not Disclosed
Organization

Development
Private Hospitals and Health Institutions
Association

Organized Industrial Zone

Student Selection and Placement Center

for Economic Co-operation and
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Glossary of Terms

Acronym Definition Acronym Definition

PPP
PTTS
R&D
RRR

SADER

SEKS

SGK
SME
SPO

SSK

SUT
TC
TDZ

TEYDEB

TKTUBB

TL

TSB
TSE
TTB

Public - Private Partnership
Pharmaceutical Track and Trace System
Research &Development

Risk/Reward Rating

The Healthcare Products Manufacturers &
Representatives Association
Heal th I ndustry
Turkey

Social Security Institution

Small and Medium Enterprises
State Planning Organization
Former Social Insurance Organization
(Transferred to SGK)

Health Budget Law

Republic of Turkey
Technology Development Zone
Department of Technological
Support System Programs

The Turkish National Information Bank of
Pharmaceuticals and Medical Devices
Turkish Lira

Insurance Association of Turkey

Turkish Standards Institute

Turkish Medical Association

Empl oye

Innovation and

TUB KTAK

TUMDEF

TURKOK
TurkStat
TUSIDER
UK

UNESCO
USA
usb

VAT
WHO

Scientific and Technological Research
Council of Turkey

Medical Device Manufacturers and
Suppliers Association

Stem Cell Coordination Center
Turkish Statistical Institute
Health Establishments Association

United Kingdom
United Nations Educational, Scientific and
Cultural Organization

United States of America
United States Dollar
Value Added Tax

World Health Organization
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Executive Summary

AAcross the (globe, the healthcare sector is AAs a result of the reforms, there were significant
expanding as increasing economic prosperity, a additions in terms of capacity in healthcare
changing  disease  profile, a growing global infrastructure  as well as increased access to high
population along with a large  demographic  of quality  healthcare  services. The number  of
senior citizens are resulting in a higher demand for hospitals grew at a CAGR of 4.7% between 2002 -
healthcare services . 2012 saw conservative growth 2012 , whereas the growth in the number of beds
in numbers, with total healthcare  spending rising mirrored this with a 4% increase . Similarly, visits
by an estimated 1.9%. Yet, growth in healthcare to healthcare institutions grew at a CAGR of 24.4%
spending is projected to pick up and reach an between 2002 -2012 .
annual average of 5.3% between 2013 -2017. AThe expansion in the healthcare sector was led by

AThe very same drivers for growth globally are private healthcare institutions as the number of
shaping the development of the healthcare sector private hospital beds grew at a CAGR of 23.6%, a
in Turkey . The Turkish healthcare sector has been figure  much higher than the growth rate of
expanding and is expected to continue its hospitals under the auspices of the MoH. Similarly,
expansion as changing population ratios, higher the number of private hospital visits also grew at a
incidences of chronic disease, wider health rate of a remarkable 63.5%.

insurance coverage and increasing income s create

, , AThere is also considerable potential in the medical
upsurges in healthcare spending .

devices market as Turkey strives to decrease its

AAccording to the Economist Intelligence Unit dependency on imports . The Turkish medical device
forecasts, the healthcare sector in Turkey is set to sector is expected to expand at a CAGR of 8.5%
boom as healthcare spending per capita will over the 2013 -2018 period .

increase at a CAGR of 5.6% between 2013 and
2017, while most developed countries will be
experiencing relatively lower growth rates .

AWith considerable potential for growth, the Turkish
healthcare  sector provides a vast number of
investment opportunities . The MoH will be spending

AThe reforms implemented as a part of the 2003 - an estimated TL 100 billion in lease payments for
2013 Health  Transformation Program  brought its Healthcare PPP Program, whereas medical free
about a number of significant improvements to the zones, health tourism and e-health provide
Turkish healthcare system . similarly  attractive  investment  opportunities  for

e potential _investors
ol Investment Support and Promotion Agency of Turkey
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The heal t hcare

Figure 1: Healthcare Spending and GDP Growth
(60 Major Economies)
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AHealthcare sector growth closely correlates with
global GDP growth, population growth, an ageing

population and government spending . 2012 saw
conservative growth in the numbers, with total
healthcare  spending rising by an estimated 1.9%.

Yet, growth in healthcare spending is projected to
pick up and reach an annual average of 5.3%
between 2013 -2017 .

sector | S

expandin

AThe percentage of the world population above the
age of 65 is projected to reach 10.3% in 2017 . In
line with this increase, healthcare spending per
capita is also growing from USD 1,154 per capita in
2008 and is expected to reach USD 1,620 in 2017 .

Alt should also be noted that because of the growing

global population, total healthcare spending will
grow at a much faster pace than healthcare
spending per capita .

Figure 2: Healthcare Spending per Capita and
Percentage of the Population Above the Age of

65
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éand growth I s

expected

t o cont i

expectancy and the higher incidence of chronic disease
cause upsurges in healthcare spending

-2011

Figure 3: Life Expectancy, 1990
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Aln the last decade, life expectancy has increased
worldwide and across income groups . The increase
in life expectancy is closely linked with the
changing profile for disease worldwide . As the
average life expectancy increases, so does the
probability  of falling ill to chronic disease, and
requiring lifelong medical attention .

AlLife expectancy is projected to continue increasing
worldwide and reach 74 years by 2017 .

Aln additon to increasing life expectancy, the
increased prevalence of risk factors such as
tobacco use, being overweight or obese and an
unhealthy diet has also led to a change in disease
trends .

AAccording to WHO, worldwide obesity has more
than doubled since 1980, with the number of
overweight adults reaching 1.4 billion in 2008 .
Among those who are overweight, around 500
million are morbidly obese, corresponding to more
than 10% of the world population .

AAs risk factors become more prevalent in
developing countries, diseases previously thought
to be problems of the developed world such as
cancer, cardiovascular disease and diabetes are
increasingly  becoming  problems in developing
countries .

Aln fact, WHO reports that in 2008 80% of deaths
from non-communicable diseases and 70% of
cancer deaths occurred in low- and middle -income
countries .

A As non-communicable, chronic diseases require
long-term care, costs associated with treating
those suffering from chronic diseases are generally
higher than infectious diseases. Therefore, an
increased level of chronic diseases can be
associated with increased levels of healthcare
spending .

Investment Support and Promotion Agency of Turkey
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The growth

of healthcare spending per capita in Turkey

IS expected to outpace many developed countries
between 2013 and 2017.

Figure 4: Healthcare Spending per Capita Growth

AWwith a CAGR of 3.35% between 2008 and 2012,
Turkey stands just below high income countries,
and the world average .

A However, according to EIU forecasts, the
healthcare sector in Turkey is set to boom by a
CAGR of 5.6% between 2013 and 2017 , while most
developed countries will be experiencing relatively

lower growth rates. Turkey is also expected to
surpass the forecasted world average with this
growth rate .

for 2008 -2012 and 2013 -2017 in Selected
Countries/Regions
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Source: EIU database, Deloitte Analysis

Note: The numbers in the first column refers to 2008

-2012 CAGRs and the numbers in the second column are related to expected 2013
Note: Countries/Regions are as follows: Argentina (AR), Australia (AU), Brazil (BR), Canada (CA), Czech Republic (CZ), Hungar

(CH), Taiwan (TW), Turkey (TR), Taiwan (TW) and World (WQ)

Investment Tip: Turkey will experience
continued economic expansion and rising
incomes which, in turn, will create more
demand for health services and products.
These increases are reflected in healthcare
spending projections.

-2017 CAGRs.
y ( HU), Japan (JP), Poland (PL), Switzerland
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Tur k ey 0 sgrdwimgeconomy is expected to attract

more investments in the future

Figure 5: GDP Growth Rate (Constant Prices)
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ATurkey has undergone a profound economic
transformation over the last decade and its
economic fundamentals are quite solid. It is the
17t Jargest economy in the world and the 6%
largest economy in Europe with a current GDP of
approximately USD 818 billion in 201 3.

AHaving boomed as fast as 9.3% and 8.8% in real
terms in 2010 and 2011, the OECD projects a real
GDP growth of around 4% in 2014 and 2015, while
EIU projects 5% growth on average until 2017 .

Figure 6: Inflation, 2004 -2012
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Source: TurkStat

AMonetary policy played a vital role in reining in
inflation over recent years. Turkish inflation has
stayed under 10% since 2004 and vyear-end
inflation was 7.4% in 2013 . The EIU forecasts that
inflation will further ease to 4.1% by 2018 .
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Capitalizing on its economic policies, the investment
environment in Turkey has become increasingly more

welcoming to foreign Investors
AThe overnight lending rates have been steadily
decreasing over the years and were around 7.5%
in September 2013, which is a 500 basis point
Figure 7: The Central Bank of the Republic of decrease from 2002 .
Turkey O/N Interest Rates AFitch Ratings announced T u r k eiyvéssnent grade
60% rating of BBB in November 2012 and Standard &
. Poor announced a BB+ rating in March 2013 . These
50% events signal further upgrades and are expected to
40% boost the inflow of institutional funding .
30% AMoody's raised T_ur k_e gogemnment bond ratings
to Baa3 and revised its outlook to stable from
20% positive in May 2013 .
10% \
N — Table 1: Tur keyds Credit Ratings
0%
b OO X O o & & O O N O L Rating Outlook Rating Outlook
Q" T " " O "' " O NN N DD
AT AT AR A AT A AR A DD AP ,19\’ (Local (Local (Foreign (Foreign
Currency) Currency) Currency) Currency
==Borrowing ==Lending Standard .
Source: CBRT & Poords BBB Stable BB+ Negative
* As of September 2013
Fitch BBB Stable BBB- Stable
Moodyds Baa3 Stable Bal Positive
JCR BBB- Stable BBB- Stable
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Turkeyos FDI i n health and soci al
Increased at a CAGR of 39% from 2008 to 2012

Figure 8: FDI Inflows to Turkey, 2003 -2012 Figure 9:FDI in Health and Social Work
Activities in Turkey
s 600 - 545
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Source: World Development Indicators, World Bank DataBank Source: CBRT
ATurkey has become an attractive destination for AThe volume of FDI inflows directed to Turkey shows
FDI. After weak FDI inflows in 2002, they began a promising recovery . 2012 FDI inflow rose to USD
increasing incrementally and reached a record 12 .5 billion , compared to USD 8.6 billion for 2009 .

level of USD 22 billion in 2007 . The decrease in A Moreover, Turkey was able to attract an impressive

2009 can be explained by the global crisis which level of FDI for its health and social work sector .

lowered FDI all _around the world _including Turkey . FDI inflows to the industry increased at a CAGR of
However, according to the 2011 figures Turkey has 39% from 2008 to 2012, reaching USD 545 million
recovered satisfactorily from past downturns . in 2012 ’

W
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Mergers & Acquisitions in Healthcare Sector
USD 1.4 billion between 2009 and 2012

Deal Value

surpassed

Euromedic International Oylat Diyaliz Merkezi 2009 100%
The Carlyle Group Medical Park Hospital Group 2009 N/D 40.0%
Rhea Investments Dentistanbul 2010 0.2 100%
NBK Capital (Swan Holding) Dinya GOz Hastanesi 2010 N/D 30.0%
ﬁ?:ssmf:ﬁt'tg!;srt”ers & Qatar First Memorial Health Group 2010 N/D 40.0%
ADM Capital Kemer Medical Center 2011 27.0 N/D
ADM Capital; PGGM N.V.; IFC Universal Hospitals Group 2011 140.0 26.0%
ﬁg’gﬁ“gﬁvafeag';ﬂi;w BirgiMefar Group 2011 N/D N/D
Global Investment House Bé- ak Te lb@&hazlar 2011 N/D 80.0%
Mid Europa Partners Kent Hospital 2011 N/D 65.0%
Mineks International Istanbul Cerrahi Hastanesi 2011 60.0 80.0%
NBGI Private Equity Sante Group 2011 N/D N/D
Integrated Healthcare Holdings Ac é b a dam |Hzketleri 2011 1,260.4 75.0%
Amplifon Maxtone 2012 13 51.0%
Integrated Healthcare Holdings Ac é b a dam |Hzketleri 2012 88 6.5%
Ac é b a Bamn | Hzketleri Jinemed 2012 8 65.0%
Bureau Veritas Kontrollab 2012 N/D 100%
Fresenius Ren Grup Diyaliz 2012 N/ D 100%
Euromedic International Ultra Gorantileme Merkezi 2012 N/ D 100%

Source: Deloitte Annual Turkish M&A Review 2009, 2010, 2011, 2012
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E. Special Focus: Organ and Tissue
Transplantation
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The number of organ transplants In Turkey grew by a
CAGR of 40% between 2002 and 2012

Figure 10 : Number of Organs Transplanted per Figure 11 : Number of  Organ Transplants in
Million Population , 2012 Turkey
5.000
4.000
3.000
2.000
1.000
4 0
2002 2009 2010 2011 2012
0-2.4 Source: MoH
a AThe number of organ transplants in Turkey grew by
B 25-49.9 a CAGR of 40 % between 2002 -2012, from 745 to
\ . 50-74.9 4,008. This increase reflects the importance given
W More than 75 .
Do to organ transplantation as a part of government
policies .
Source: Global Observatory on Donation and Transplantation Aln fact, organ transplantation was included as a
A Covering the regions of Europe, Central Asia and priority ~area of improvement in the Strategy
North Africa, Turkey has one of the highest Paper 2011 -2023 : Health  Services  that
densities of organ transplantations . In 2012, 53.7 Require  Specialized  Planning  published by the
patients  per milion  population received organ Ministry of Heglth. Accordlng to this plar_1, the MoH
transplants in Turkey . In comparison, this rate was will pay particular ~ attention  to Dbrain  death
53.3 in Germany 2.6 in Bulgaria and 20.7 in tracking systems  to increase the number of

Greece . donors .

.
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Following the legislative framework , more organ
transplantation centers are being established

Figure 12 : Legislation Concerning Organ Figure 13 : Organ Transplantation Centers in
Transplantation Turkey, 2014
Regulation Concerning Directive on Organ 60 1
Organ and Tissue Transplantation
Transplantation Services Centers 40 -
200 0 2012
® & & > I I
i979N 2238 on th D'ZO'08 National 0" ' ' l.--
aw No. on the irective on Nationa
. . A N 14 2 & o ‘9 &
Harvesting, Storage, Organ and Tissue ,&\Q’ \'5\(” @Q’ Aq}“ & \>>° @'z’ é,@
_ . & S < ¢ &
Grafting and Transplantation 0{" P &
Transplantation of Organs Coordination System ¥ 2
and Tissues Source: MoH o)@
_Note: Some c_ente_rs per_form multiple types of organ transplants. These centers were
AThe first law on organ transplantation in Turkey, ncluded multiple times in the graph.

Law No. 2238 on the Harvesting, Storage, Grafting
and Transplantation of Organs and Tissues, was
adopted in 1979, shortly after the first kidney
transplantation  took place in Turkey in 1974 .

AAs of January 2014, there were 57 organ
transplantation centers that transplant kidneys,
whereas the numbers of liver and cornea
transplantation centers stand at 30 and 25,
ASince then, legislation has been adopted to further respectively .

clarify the legal framework governing organ
transplantations, namely, Law No. 2238 regarding
implementation of these measures, and two
directives for the National Organ and Tissue
Transplantation Coordination  System and Organ
Transplantation Centers .

A Additionally, there are 12 centers that perform
heart transplantations and 13 that transplant heart
valves . There are also facilities that transplant
lungs and pancreases, with 7 and 6 centers
providing these services, respectively .

Investment Support and Promotion Agency of Turkey




High quality services are also provided for patients

requiring stem cell transplants

Relevant Legislation

A Law No. 2238 on the Harvesting, Storage, Grafting
and Transplantation of Organs and Tissues

A Regulation Organ and  Tissue

Transplantation

Concerning
Services

A Directive on the National Organ and Tissue

Transplantation Coordination System
A Regulation on Cord Blood Banking

A Regulation on Tissue Typing Laboratories

A Directive on Embryonic Stem Cell Research

Aln additon to organ transplantation services,
Turkey has both the resources and tools to harvest
and transplant stem cells to treat those suffering
with diseases such as leukemia . The stem cells
transplanted to such patients are sourced from
bone marrow or cord blood .

Aln light of this, Turkey has established the
legislative  framework to regulate bone marrow
banking and transplant, as well as cord blood
banking . The legislation determines the conditions
under which such centers may operate and also
allows private operators to provide bone marrow
transplantation and cord blood banking services .

Figure 14 : Number of = Bone Marrow Transplant

Centers , 2011

50 -

40 -

30 1 = Adult
20 - o
10 - B Pediatric
0 e

University MoH Private Total
Bone Marrow Transplant

Figure 15 : Number of
Centers
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Source : MoH

AAs of April 2011, there were a total of 45 bone
marrow  transplant centers, 10 of these were
private . In line with government policies that
classify bone marrow transplant services as a
service that requires specialized planning . The
number of bone marrow transplant centers grew by
a CAGR of 15.5% between 2004 -2010 .

Investment Support and Promotion Agency of Turkey




To answer the
transplant centers are

Figure 16 : Number of Patients Requiring Bone
Marrow Transplants
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f. forecast B Pediatric  ® Adult

AThe MoH estimates that between 2010 -2023, the
number  of patients requiring bone  marrow
transplants  will increase by a modest CAGR of
2.8% . Most of the increase is expected to be in the
number of adult patients requiring bone marrow
transplant, increasing by a CAGR of 4.0% between
2011 -2023 .

AAs the percentage of the population between 0-19
years decreases slightly up to 2023, the number of
pediatric patients requiring bone marrow
transplants  will decrease slightly .

growing need, additional bone marrow
being planned

Figure 17 : Bone Marrow Transplant Centers Bed
Capacity , Adult

450 ~ CAGR
5.9%
300 -
150
0 T
2011 2014t 2018t 2023t
Source : MoH

t: target

AYet, the MoH plans to increase the number of
pediatric bone marrow transplant centers .
According to the Mo H o6ptan, the bed capacity of
pediatric bone marrow transplantation centers will
grow by a CAGR of 12.5% between 2011 -2023,
amounting to a total of 144 centers in 2023 .

AUp until 2023, the adult bone marrow transplant
centers will also see growth, increasing by a CAGR
of 5.9% between 2011 -2023 . Whereas in 2011, the
bed capacity of adult bone marrow transplantation
centers was 267. The MoH plans to increase this
capacity to 356 beds by 2023 .

.i*
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The legislative framework allows for the establishment
of private cord blood banks in Turkey

Aln additon to bone marrow transplants, patients
requiring stem cell transplantations may also be Figure 18: Selected Private Cord Blood Banks in
treated using cord blood. For this reason, cord Turkey
blood banking has become an area of interest in
recent years.

AThere are three types of cord blood banks : ()nklm
allogeneic cord blood banks, which store cord blood
donations open for use by any in need, autologous
cord blood banks that store cord blood of

individuals to be retrieved in the future by those ACI BADEM;’}\}N

individuals should there be a need, and cord blood babylife® LABG ELN
banks that provide a combination of both of these

services .

Aln Turkey, there is one allogeneic cord blood bank
registered in international cord blood registries, the
Ankara University School of Medicine Unrelated
Blood and Marrow Donor Registry . In addition, Ege
University Cord Blood Bank also provides
allogeneic, as well as autologous, blood banking v
services . Yet, there are a number of private
companies providing autologous cord blood .
banking . A A number of autologous private cord blood banks
operate in Turkey since the regulation on cord
blood banking came into effect. Some of these
banks are the Turkish subsidiaries of cord blood
banks operating globally, whereas others are

Turkish companies based in Turkey .

GenKord

KORDON KANI VE KOK HUCRE MERKEZI

ABanking of cord blood is regulated by the
Regulation on Cord Blood Banking . According to the
regulation, like all institutions operating in stem cell
services sector, cord blood banks are required to
have an infrastructure in line with GMP (good
manufacturing  practices) certificate requirements

Investment Support and Promotion Agency of Turkey



http://www.onkim.com.tr/
http://kordonkanibankasi.com/index.php
http://www.genkord.com/
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Increasing  incomes, changing demographics and
widespread access to healthcare services are the
engines of growth in the Turkish healthcare system

Figure 19 : Drivers of Healthcare Growth Figure 20 : Targeted Healthcare Spending per
Capita
2.500
2.000 CAGR
= - - 0,
Increasing Ageing Higher 2 1500 A
population population incidence -
of_chromc 1.000
diseases
500 .
0 T T T 1
Wider Increasing Changing ¢ target 2012 2015t 2019t 2023t
health economic d |Sea5e Source: Ministry of Health
insurance welfare profile AThe Ministry of Health is targeting increased
coverage effectiveness, efficiency and equity in health

service delivery as well as ensuring financial
sustainability ~ for its programs .

AThe Turkish healthcare sector has been expanding

and is expected to continue its expansion as A Simultaneous improvements_ in the health system
changing population dynamics, higher incidences of on both  the demand S'ded d(lncrebaseti' healtr:j
chronic diseases, wider health insurance coverage mzuran(;:e covera;]ge: expar(lj € h ene |tls ag
and increasing economic welfare create increases reduced cost S aring) an the  supply — side
in healthcare spending . (expansion of infrastructure, health workforce and

health services) are intended .

AAs a result, healthcare spending per capita has

been targeted to almost triple by 2023, reaching
USD 2,000 .

W
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The growing population and ageing demographics
contribute to the need to upgrade healthcare
infrastructure and increase spending

Figure 21 : Population of Turkey, (million people) AThere is a positive correlation between age and the
possibility of  suffering from chronic disease
100 - requiring lifelong care which would also incur higher
CASR medical costs. An ageing population coupled with
80 - 25 continued population growth  would result in
increases in T ur k ehedtlware spending .
60 - Figure 22 : Population Dynamics in Turkey
100% ~
40 - 84,2 21% 0
0 70,6 756 80% 4 EAL o
20 60%
’ 63% [°%7 IR
0 T T T 1 40% A . 68% = 15-64
2007 2012 2023* 2050* e m 65+
Source: TurkStat, Deloitte Analysis
* Forecast , Note: There may exist differences due to rounding. 20% -
219 I28%
AThe Turkish population is expected to grow at a R 6o I 7% I 50 I 8% HM10%
CAGR of 4.3% between 2012 and 2050 to an 1990 2000 2010 2013f 2023f 2050f 2075f
estimated 93.5 million in 2050 . . .
Source: TurkStat, Deloitte Analysis
AEVEI’] thOUgh Turkey will continue to have one of f: forecast , Note: There may exist differences due to rounding.
th_e youngest pppulations in EL_Jrope, its median age Investment Tip: An ageing population
\év(l)”7 5rea}I<_:r? 3f4 in 2023, tﬁ2.9 hmIfZO;SOth and 4T -t‘} n would result in an increased need for
/> . Therefore, more than hall ol the popuiation skilled nursing facilities and certain other
will be over 47 years of age by 2075. . i
public buildings, such as schools. These
AThe‘ percentage _of the. population over the age of would be designed with a view toward
population in 2023 and 28% in 2075 . the future.
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Changes in disease profiles will put pressure on the
healthcare system and would require further investments in
infrastructure and the diversification of healthcare services

Figure 23 : Deaths from Cardiovascular Disease in Figure 24 : Cancer Incidence (per 100,000

Turkey population )
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AWhile T ur k e ypopsilation has characteristics

Source: MoH
resembling a developing country including the large e
portion of the population still between 15-64 years Table 2: Incidence of Infectious Diseases (per
of age, its disease profile has started to resemble 100,000 population)

that of developed countries with huge advances in

the fight against infectious diseases . _ 2002 2012

ADeaths from cardiovascular diseases are expected AIDS 0.07 0.12
to increase at a CAGR of 27.8% between 2012 -
2030 whereas cancer incidence has increased by a Measles 111 0.5

CAGR of 8.2% between 2004 -2011 . Similarly, there

are drastic reductions in the incidence of infectious Tuberculosis 32 22
diseases except that of AIDS, which resembles Malaria 14.7 05
non-communicable  diseases in that it requires

lifelong medical attention and costly treatment . Source: MoH, WHO

W
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As economic wel
spending grew at a CAGR of 30

Figure 25 : Healthcare Spending per C
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fare I ncreased, Tu

.6% between 2002 -2012

apita and GDP per C apita in Turkey

puesnoyl Aasn

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013f 2014f 2015f 2016f 2017f

F: forecast

Source: Economic Intelligence Unit

AThere is a strong correlation between economic
welfare and the level of healthcare spending . As
economic welfare increases, so do expectations for
readily accessible and higher quality healthcare .

AThe Turkish economy rapidly expanded in the last
decade with per capita GDP expanding at a CAGR
of 25.1% between 2002 and 2012 from USD 3,439
in 2002 to USD 10,550 in 2012. In line with
increased economic welfare, healthcare spending
per capita grew at a CAGR of 30.6% between
2002 -2012 from USD 186 to USD 707 .

mmm Healthcare Spending per Capita

== GDP per Capita

AThe Turkish economy is expected to continue its
rapid expansion with GDP per capita reaching USD
13,303 in 2017 . GDP per capita is projected to
grow at a CAGR of 4.3% between 2012 -2017,
registering an increase of around USD 2,500 .

AHealthcare  spending  will grow in line with
improvements in economic welfare as it increases
at a CAGR of 5.2% from USD 707 in 2012 to USD
912 in 2017 . There is especially strong growth
between 2015 -2017, giving an indication that
growth in healthcare spending per capita will
continue to increase in the long term as well.

W
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Social Security coverage has expanded rapidly in
Turkey, covering 99% of the population in 2012

Figure 26 : Social Security Coverage

100 90% 93% 93% 94% 96% 98% 99% - 100%
84% 86%
70% 71% - 80%
m = =
. . - [ - 60%
50
- 40%
- 20%
0 0%
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
mmm Covered mmm Not Covered - Coverage Ratio
Source: SSI
AThe social security system in Turkey underwent AThe ~social  security  system now  covers
major transformation, resulting in a more efficient approximately  99% of the total population  with
and fast functioning system . This program was 75.2 million people covered, which is an increase of
based on centralizing the control of different social 29% from 2002 .
security funds in a single institution . AAs the number of persons benefiing from the SSI
Awithin the scope of the program, three insurance increases, so does the rate of utlization of
funds, namely SSK, Emekli San d §GEPH and healthcare facilities and services, leading to
Baj] Kuwmere merged under a sole body called the increased levels of healthcare spending .

Social Security Institution (SGK).
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The Turkish healthcare system is a highly regulated
market with increasing private sector iInvolvement

Funding Service
Policy Central Government, The MoH and

SSI, Private University Hospitals,
Insurance, Out of Private Healthcare
Pocket Institutions

Central Government

A Policy is formed at this level with the participation of the Parliament, Ministry of
Central Development and the MoH.

A The central government provides funding to the national healthcare system
Government through budgetary allocations made to public hospitals and contributions to the
Universal Health Insurance Fund.

Aln additon to its role in policy formulation, the MoH is the main institution

Ministry of responsible for the healthcare system . It oversees and monitors the state of the

healthcare system . The MoH hospitals fall directly under its mandate . The MoH

Health ensures availability and delivery of pharmaceuticals, special products and medical
devices as well as conducts economic evaluations to set their prices .

The Social A Patients make monetary contributions to the SSI through compulsory premium

Security payments . The SSI, in turn, reimburses public hospitals (MoH and University

s fiurfier Hospitals) and makes some contribution to services provided by private
healthcare institutions as well.

Private A The MoH provides contributions towards the costs of private healthcare . Private
Healthcare healthcare institutions may bill up to 90% (as an additional surcharge ) which will
Services then be provided by private insurance or out of pocket payments .
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Since 2003, the

Turkish healthcare system has

undergone a major transformation

Figure 27 : Timeline for the

1980 - 2002

\

A Provisions regarding

Health Transformation Program in Turkey

1st Phase of HTP
2003 - 2009

v

AThe fHealth Transformation Program 0 (HTP)

both the ci t i zrght s 0 regulated by MoH was announced .

to social security and
the St ate
responsibility to
effectuate this right .
AThe Fundamental Law
No. 3359 on Health
Services was adopted
in 1987 .
Aln line with the plan

prepared by the SPO in
1990, the first National
Health Congress was
held. The development

of a fMaster Plan for

the Health Sector 0O
was in a sense the
beginning of healthcare

reforms .

A The Green Card
Program was
introduced with Law
No. 3816 .

A3, public

B insurance systems (GEPF, Baj Kuuamd SSK)

were consolidated under one umbrella, SSI .

AMembers of the Government Employee Pension Fund

and patients covered by the Social Security
Organization were allowed to get service from private
hospitals and clinics as well as public healthcare
institutions

AA cap was put on surcharges (30%) to beneficiaries
receiving healthcare from private hospitals .

AThe law on the pilot
practitioner

implementation
system was enacted .

for the family

AThe hospitals of other public
those of the SSI, were transferred

institutions, including
to the jurisdiction of

the MoH.

Almplementation of  Universal Health Insurance
began .

AThe Green Card Program was brought under the SSI

and its coverage was expanded

AThe legal foundation for Public Private Partnerships
was provided with a revision of Law No0.3359.

A A performance -based
system was introduced .

contribution payment

A The
Program
patient to a specific doctor,

A ssi

A The maximum

A ssi

A Access to health

2nd Phase of HTP
2010 -2013

v

Family Medicine
which assigned each
was

established throughout Turkey .

allowed therapeutic
based contracts with
hospitals .

area
private

surcharge ratio
for private hospitals was raised
to 90%.

has amended the
healthcare service agreements
signed with the healthcare
providers . New clauses invoke
tighter regulation and stronger
deterrence not to breach the
maximum limits of surcharge if
the healthcare provider
breaches the agreement .

insurance has

been expanded by including
stateless persons and refuges
within the scope of Universal

Health Insurance .
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Strategic plans and targets will provide the impetus for
further improvements to the healthcare system as well

as fueling health spending

2023 Vision for Healthcare

AThe government aims to make Turkey one of the
wo r | oh® ®n economies by 2023 while increasing
the share of R&D expenditures to 3% of the GDP
and total exports to USD 500 billion .

AThe Turkish gover nmeplansd dor healthcare
services targets the development of the family
medicine system, health tourism and telemedicine
solutions .

To increase the number of
family practitioners throughout

Turkey

To reduce infant mortality rates
to below 0.05% by 2023

To reduce the incidence of non -
communicable diseases

To become a health tourism hub

To increase use of telemedicine
technologies and home care services

Figure 28 : Strategic Goals of the MoH

r

Strategic Goal 4.

To continue to develop the healthcare system

,
Ultimate Goal:

\

To protect and i mpr
health in an equitable manner.

L]

L]

(Strategic Goal 2:
To provide easily

(s

trategic Goal 1:
To protect the
individual and the
community from
health risks and

foster healthy

Westyles

\ accessible , efficient,

health services to
individuals and the
Q:ommunity

appropriate and  effective

~

fStrategic Goal 3:
To respond to the health
) needs and expectations of

individuals based on a
patient -cent ered and
\.holistic approach

N

J

Values:

Equity, Participation, Evidence Based, Sustainability

\
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The Ministry of Science, Industry and Technology has

also set targets for the sector

Aln order to create a life sciences sector that is internationally —competitive and export oriented, the Ministry of
Science, Industry and Technology has identified 6 main strategic goals in its Strategy Paper and Action Plan.

Improve regulations A Regulations are being  prepared to
to meet the demands improve the health sector in
of public health as Turkey.
well as improve

; A Strategies to increase export share
MVERMENS

in existing markets will be set and
new export markets will be
identified for medical devices.

A Attract Turkish scientists who are
Investment in working abroad back to Turkey
qualified human and ease the hiring process of
resources gualified foreign employees to
companies, while integrating the
qualified workforce into R&D
projects.

A Establishment of the Health and
Social Work Sector Technical
Committee, which will develop
policies and regulations to improve
the industry.

Improve cooperation
among the public
sector, the private

sector and
universities

A Educate the public on the efficient
and effective use of medical
consumers about devices.

pharmaceutical use

and medical devices

Educate doctors,
pharmacists and

A Include pharmaceutical waste
management information on the
prospectus of pharmaceuticals.

A Develop medical device usage
monitoring systems.

A Improve R&D infrastructure by

EEEIE oL 2 € analyzing best practices.

R&D operations to
produce high value
added products

A Establishment of medical device
and life sciences clusters.

A Publish Turkish pharmaceutical
inventory.

A Improve incentive system in order
to increase R&D, new investments
and exports of the sector.

Develop a
sustainable

financing model to
support the industry

A Support SMEs that operates on
new and innovative medical
devices.

Source: Ministry of Science, Industry and Technology,
Pharmaceutical Sector Strategy Paper and Action Plan (2013 -2016)
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lI. A Detailed Look at the Healthcare
Industry in Turkey

A. Turkish Healthcare Market and System
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D. Healthcare Services
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Turkish healthcare infrastructure is expanding with the
number of hospitals increasing by a CAGR of 4.7%
between 2002  -2012

Figure 2 9: Number of Hospitals in Turkey Figure 30 : Number of hospital beds in Turkey
CAGR 300.000 -
1.500 -

200.000
1.250 -
1.000 -
100.000
750 -
500 -
250 - 0 -
. 2002 2009 2010 2011 2012

W Total number of beds M Intensive care beds ™ Qualified beds
2002 2009 2010 2011 2012

Source: MoH, Health Statistics Yearbook 2012

AThe total number of hospital beds grew by a CAGR
of 4% between 2002 -2012 . As of 2012 , there were

AAs demand for grew for more and better equipped 1,483 hospitals with a total bed capacity of
hospitals, the Turkish healthcare  sector saw 200,070 .

increased  investments in the hospital sector . , . _ _
Between 2002 -2012, the total number of hospitals AThe largest capacity additions were to intensive
grew at a CAGR of 4.7%. care and qualified beds. The number of qualified
beds increased at a CAGR of 34.7%, whereas the
Investment Tip: Investments in the number of intensive care beds increased by the
healthcare sector are expected to continue remarkable CAGR of 60.5%, demonstrating that
as the government strives to increase the investments in infrastructure were not only focused
number of hospital beds per 10,000 on increasing quantity, but were chiefly aimed at
population to 32 in 2023 from the current increasing  the ~ qualty ~ of the  healthcare
number of 26 5.1t has also taken on an infrastructure . This comes as no surprise because
ambitious healthcare PPP program. with increased economic welfare, the demand for

higher quality healthcare services also increases .
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Growth 1 n Turkeyods healthcare sec

private sector between 2002 -2012 as the number of
private hospital beds grew at a CAGR of 23.6%
Figure 31 : Number of Private Hospitals in Turkey AEven though the MoH hospitals have the majority

share and also the highest number of beds, in the

750 - period between 2002 -2012, private hospitals led
CA%R the expansion in healthcare infrastructure . The
500 - A5 number of private hospitals grew at a CAGR of

14.8%, as opposed to MoH hospitals which
increased their number at a CAGR of only 1.5%.

AThere was an even more remarkable increase in

the number of private hospital beds, with the
number of hospital beds in private hospitals
growing at a CAGR of 23.6% between 2002 -2012,
whereas growth in MoH hospitals had more
moderate growth at a CAGR of 6.2%.

250 I
0 T
2002 2009 2010 2011 2012

Figure = 32 : Number of Private Hospital Beds in Alt is apparent that the expansion in infrastructure

Turkey was led by the private sector in the last decade .
40 - CAGR This is not surprising as the government has
23.6% actively supported a more proactive role for the
30 - private  sector by including private healthcare
* institutions  in the national social security plan and
cgu 20 | also initiating an ambitious healthcare PPP program
4 to expand healthcare infrastructure in collaboration
2 with the private sector .
= 10 -
I A Government  policies point to a continuing and
0 , , , , increasing role for the private sector in the future
2002 2009 2010 2011 2012 expansion of Turkish healthcare infrastructure

Source: MoH, Health Statistics Yearbook 2012

.
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Private hospitals in Turkey are concentrated in the
western region, with the highest concentration in

| stanbul

Figure 33 : Regional Distribution of Private
Hospitals in Turkey, 2012

Source: TurkStat

AThe majority of private hospitals are located in
western  Turkey, with Istanbul (30%), Ankara
(6%), Antalya (5%) and Izmir (4%) leading the
way . The concentration of private hospitals is
proportional to  population density ; Istanbul,
Tur k e hargest city, has the highest number of
private hospitals at 152.

AOther cities with high populations also have a high
number of private hospitals . Ankara, the second
largest city in Turkey after Istanbul, has 29 private
hospitals, whereas Antalya and Izmir house 26 and
20 private hospitals respectively .

Figure 34 : Percentage of Private Hospitals in
Turkey , 2012

49, 3%
‘\ = Private
= MoH
= University
= Other

Source: MoH

AYet, the market penetration for private healthcare
institutions  is significant all over Turkey . There is at
least 1 private hospital in every province, with 17
provinces having more than 10 private hospitals .

Aln addition, as of 2012, 37% of all hospitals in
Turkey are private, as opposed to 56% operating
under the MoH mandate . This, yet again,
demonstrates the fairly high market penetration of
private healthcare institutions in Turkey .
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As the disease profile changes and demand for higher
guality healthcare infrastructure increases, the number
of specialized health centers also increases

Figure 35 : Number of Specialized Centers,

Hospital Type Number Bed
2002 to 2012 Capacity
CAGR
1000 - General Hospital 1,341 176,943
800 - Obstetric and Chil dré3doés Hok4p2 t al
Ophthalmology Hospital 26 604
600 -
CAGR Chest Diseases Hospital 15 4,111
CAGR -8.4%
400 8.1% Physical Therapy and Rehabilitation 11 2,009
Center
200 - - .
84 277 Psychiatric Hospital 8 4,393
0 - Dental Hospital 6 96
Cancer Early Tuberculosis Hemodialysis - -
Diagnosis, Control Dispensary Center Cardiovascular Diseases  Centers 5 836
Sc_rgeningand 2002 m2012 Chil drends Diseases Bospit al729
Training Centers
Source: MoH Bone Diseases Hospital 2 585
A The change in the number of specialized health ) ) .
) . . Occupational Diseases Hospital 2 156
centers aptly reflects the change in disease profile
and the demand for higher quality health Oncology Hospital 1 910
infrastructure E As_ the nu'rnber' of specialized Surgical Hospital 1 70
centers dealing with chronic diseases such as D o 3
cancer and diabetes increase, those targeting Venerea| Diseases Hospita ! !
infectious diseases, such as Tuberculosis Control Leprosy Hospital 1 50
Dispensaries, saw a decline in numbers . Orthopedics and Traumatology 1 29
A Tur k e yheathcare infrastructure has also Hospital
expanded to include 17 different types of Hospital for Children  with Leukemia 1 14
specialized hospitals with a total bed capacity of
23 129 Spastic Childrends Haspitalbdand

Rehab Center
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Medical free zones will contribute higher quality
healthcare infrastructure tailored to foreign patients

AThe Ministry of Health is planning to open medical
"free zones" , which will include hospitals,
rehabilitation centers, thermal tourism facilities,
nursing houses, health techno -cities and R&D
centers . These medical "free zones" will be built in
big cities where transportation  will be relatively
easy.

ENTRANCE

A60% of the labor force will be provided by
foreign doctors and medical personnel, since 85 %
of the patient s are expected to be foreigners

ATax and investment incentives will be provided to
investors in health tourism .

AThe main idea behind health -related free zones is
to implement the principles to an area where all
the activities are related to health . Medical free
zones would not be limited to hospitals and health

Source: Ministry of Health

facilities .
. 1: Convention Center 7: Mosque , Synagogue ,Church
AEven though there are not any medical free zones 2: Social Facilities 8: Sports Facilities
currently operating, there are Ministry projects that 3: Hospitals 9: Rehabilttation Facilities
are expected to begin construction in Antalya, 5: ﬁﬁi‘ri';tioneiféﬁcemer ﬂ? Esferfanon hres
Bursa and Izmir by the end of 2013 . 6: Education Center 12: Technology Center
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The publicly financed Social Security System plays a
critical role in the provision of healthcare services and
the realization of strategic plans and targets

Figure
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36 : Health Expenditure by Financing Type in Selected OECD Countries

, 2011
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Source: MoH, OECD
Note: Data for Turkey is from 2012.

H Public

AThe publicly financed social security system plays a
critical role in the provision of healthcare services
in Turkey . As apparent from OECD comparisons,
Turkey has a high share of public healthcare
spending at 77%. This is higher than the OECD
average of 72%.

AoOut of pocket spending is also relatively low in
Turkey at only 15%, compared to the OECD
average of 20%. Whereas, other private financing
is on level with the OECD at 8%.

m Out of Pocket

m Other Private

AAs a welfare state, Turkey has strived to make
healthcare services more accessible to all of its
citizens under equal and fair conditions . In line with
this, social security coverage reached 99% in 2012 .

for the low-
which not only

AThe state also pays health premiums
income portion of the population,

leads to an expanding healthcare sector, since the
number of visits to healthcare facilities increase,
but also allows for the utilization of healthcare

services in a more equitable and fair manner .
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