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BASIC INFORMATION

A. Basic Project Data
Country
Turkiye

Project Name

Practice Area (Lead)

Finance, Competitiveness
and Innovation

Borrower(s)

Ministry of Treasury and
Finance

Turkiye Green Industry Project (P179255)

Region Project ID

P179255

Tiirkiye Green Industry Project

Financing Instrument Estimated Appraisal Date

Investment Project 2/27/2023

Financing
Implementing Agency(ies)

Ministry of Industry and
Technology

Proposed Development Objective
The PDO is to support a sustainable and efficient green transformation and growth for industrial firms in Turkiye.

Financing (in USD Million)

Total Project Cost

Parent Project ID (if any)

Estimated Board Date

5/26/2023

Amount

300.0(

B. Is the project being prepared in a Situation of Urgent Need of Assistance or Capacity Constraints, as per Bank IPF
Policy, para. 12?
No

C. Summary Description of Proposed Project [including overview of Country, Sectoral & Institutional Contexts and
Relationship to CPF]

The project aims to support industrial exporters to align with new requirements in export markets (e.g., CBAM, the
green deal, the circular economy action plan, EU product directives), connected to their value chains, develop
opportunities for extended green products, and support industrial firms in the adaptation to climate change impacts
and adoption of relevant mitigation solutions.

The project will support manufacturing firms to use resources more efficiently and innovate in their management,
production process, and/or products to meet future market demands. The project will leverage the existing expertise
and mechanism of key relevant organizations — under the umbrella of Ministry of Industry and Technology (MolT)- in
the implementation of the project.
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The project will have three borrowers: (a) The SME Development Organization of Turkiye (KOSGEB), guaranteed by
the Ministry of Treasury and Finance (MoTF); (b) Scientific and Technological Research Council of Turkey (TUBITAK),
guaranteed by MoTF; and (c) MoTF for the benefit of MolT. The project will comprise three components, described
below.

Component 1: Support manufacturing SMEs improve their resource management efficiency and reduce their carbon
emissions. The component will support manufacturing SMEs in adopting green transition plans to improve their
resource efficiency (with a focus on electricity, water, and waste management efficiency). The component will raise
the awareness among SMEs about the current and future sustainability requirements in local and export markets,
potential technologies to improve firm’s sustainability and their expected impact on firms’ performance, and
recommended standards for green sustainability (such as international green product certification — SO 14067 or
equivalent - to facilitate integration in global value chains). The component will provide reimbursable grants to
finance SME plans for upgrading their machinery, acquiring new technologies, attaining technical assistance, and
certifying green standards. KOSGEB will manage the implementation of component, building on their experience in
providing reimbursable grants to SMEs throughout Turkiye, under an ongoing operation, combined with awareness
and advisory services to coach SMEs through implementing their green transition plans.

Component 2: Support the green innovation of firms. The component will target direct/indirect exporting firms that
have growing GVC connections and plan to diversity their products, increase their added value, and/or improve their
resource efficiency performance. The component will support consortia of firms (each typically comprises a large
buying firm and a few SME suppliers) in technology diffusion, research and development, standards adoption, and/or
product development (such as circular design to improve resource recovery and resilience of the supply chain to
economic shocks generated by Covid-19 or climate change events). The component will provide reimbursable grants
to finance firms/ consortia of firms’ plans for implementing R&D activities, upgrading their machinery, acquiring new
technologies, attaining technical assistance, certifying green standards, and/or others. TUBITAK will manage the
implementation of this component, building on their long experience in financing firms, platforms of firms, and
startups to diversity into new products, increase R&D activities, and adopt innovate green solutions and technologies
detailed in their technology roadmap.

Component 3: Provide technical assistance and project support activities. MolT's Department of Industry (DGI) will
manage the implementation of this component, which will provide technical assistance and capacity building to
relevant stakeholders and coordinate the implementation of project activities among stakeholders. DGI will lead
project awareness and communications, support firm level diagnostic and verification, monitoring and evaluation, and
support policy reforms.

The project is consistent with FY18-21 Country Partnership Framework (CPF) for Turkey, which was recently extended
through the Program and Learning Review. Specifically, the Project is well aligned with the CPF’s Focus Areas 1
(Growth) and 3 (Sustainability) and would support the following CPF objectives: (a) CPF Objective 3: Enhanced
Competitiveness and Employment in Selected Industries; (b) CPF Objective 7: Improved reliability of energy supply
and generation of green energy.

The project is fully aligned with the CCDR recommendation to adopt a resilient and net zero pathway that can help
Tiirkiye achieve its development and climate objectives but implies a significant departure from current trends and
important policy changes.
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D. Environmental and Social Overview

D.1. Detailed project location(s) and salient physical characteristics relevant to the E&S assessment [geographic,
environmental, social]

D.1. Detailed project location(s) and salient physical characteristics relevant to the E&S assessment [geographic,
environmental, social]

Climate Change Vulnerability: The project will be implemented country-wide. Tirkiye faces significant vulnerability to
the impacts of climate change. The country ratified the Paris Agreement in October 2021 and committed to net zero
emissions by 2053. The intensification of climate-related events in recent years—including floods, forest fires, and sea
pollution—and the potential implications of the European Union (EU) Green Deal for Tirkiye’s economy have
contributed to the urgency of the country’s climate change agenda. The energy sector—which includes the power,
transport, building, and industrial sectors—is the country’s single largest contributor to GHG emissions, accounting for
three-quarters of total emissions. However, manufacturing is more carbon-intensive than the EU average, exposing
Tarkiye to risks if the EU introduces the Carbon Border Adjustment Mechanism (CBAM).

Tlirkiye’s geographic, climatic, and socioeconomic conditions make it highly vulnerable to the impacts of climate
change and other environmental hazards, making adaptation and resilience high priorities. Turkiye is prone to
vulnerability in 9 of 10 climate vulnerability dimensions, compared with a median of 2 of 10 in other OECD countries..
This vulnerability is due to a combination of climate factors, population exposure (for example, the share of the
population exposed to floods and forest fires), and socioeconomic factors (such as the share of agriculture in the
economy).Turkey's greenhouse gas emissions increased by 130% between 1990 and 2019. About 72% of the emission
was derived from energy, around 11% of the emission was derived from industrial processes and product use (out of
total contribution of 22.4%), 13% of the emission was derived from agricultural activities and 3% of the emission was
derived from waste. The total CO2 emission of the industrial sector was approximately 103 million tons in 2019,
corresponding to 20% of Turkey's total greenhouse gas emissions.

Climate Change and Manufacturing: The project aims to support industrial exporters firms to align with new
requirements in export markets (e.g., CBAM, the green deal, the circular economy action plan, EU product directives),
connected to their value chains, develop opportunities for extended green products, and support industrial firms in
the adaptation to climate change impacts and adoption of relevant mitigation solutions. The project will support
manufacturing firms to use resources more efficiently and innovate in their management, production process, and/or
products to meet future market demands.

Gender: Access to long-term finance via diversified sources is more challenging for SMEs and, within that group,
women-led or managed firms given that financial institutions perceive them as higher risk. In Turkiye, 58 percent of
loans require collateral when the business is managed by a woman, versus 38 percent when a business is managed by
a man. Although the situation has recently improved — 69 percent of adults now have an account in Turkey, up from
57 percent in 2014 — only 54 percent of women have an account, compared with 83 percent of men. This 29 percent
gender gap is roughly three times as large as the average gender gap in emerging economies. Women'’s participation
in the economy is still very limited. The gap between women and men’s overall labor force participation remains
large: 38.2 percent for women (the lowest in the OECD and ECA) and 78.4 percent for men in 2019. The World
Economic Forum’s 2021 Gender Gap Index ranks Tirkiye 133 out of 156 countries for gender equality across socio-
economic dimensions. Female employers represented only 1.25 percent of all employers in Tirkiye in 2019.
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D. 2. Borrower’s Institutional Capacity

The Directorate General of Industry (DGI) at Ministry of Industry and Technology (MolIT), KOSGEB and TUBITAK will be
the implementing agencies of this project. DGl is a sector-specific unit that enables working directly with
manufacturing industry sectors such as automotive, machinery, chemistry, metal, and textile industry. DGI keeps
records of the manufacturers and their productions in detail, interprets these statistics, creates policy and strategy
documents and harmonizes the EU technical legislation. While this is the first Bank financed project with DGI, the
MolT is currently implementing two Bank financed projects under the Environmental and Social Framework (ESF),
namely Turkiye Organized Industrial Zones Project (P171645) and Social Entrepreneurship, Empowerment and
Cohesion in Refugee and Host Communities in Turkiye Project (P171456). Both projects established the Project
Implementation Unit (PIUs), staffed with dedicated environmental and social specialists who have received training
on the ESF. The environmental and social (E&S) performance ratings of the two projects are Satisfactory/Moderately
Satisfactory.

DGl will establish a PIU to manage project activities and be responsible for the overall fiduciary, and E&S risk
management responsibilities of the project. Their E&S staff will be trained on the ESF, and the the Environmental and
Social Commitment Plan (ESCP) will require DGI to maintain the required E&S staff throughout project
implementation. DGI will also be responsible to prepare a Stakeholder Engagement Plan (SEP) prior to project
appraisal.

Project implementing partners will be Small and Medium Enterprises Development Organization (KOSGEB) and
Scientific and Technological Research Council of Turkiye (TUBITAK).

KOSGEB is an affiliated organization of the MolT with the objectives of increasing SMEs effectiveness and
competitiveness, and ensuring industrial integration in conformity with economic development, to contribute to the
social and economic needs of Turkiye. Its support is organized along four pillars: i) entrepreneurship support; ii) R&D
and innovation support; iii) business development; and iv) finance and incubation, with offices in all 81 provinces of
the country. KOSGEB has prior experience with the Bank financed projects, including under the ESF. Under the Turkiye
Rapid Support for Micro and Small Enterprises During The COVID-19 Crisis (P174144), KOSGEB has hired a competent
E&S specialist and the E&S performance has been rated Satisfactory since the beginning of the project. Under the said
project, KOSGEB has established an Environmental and Social Management System (ESMS), acceptable to the Bank, to
screen, categorize and monitor E&S risks and impacts.

TUBITAK is the leading agency for management, funding and conducting research in Tiirkiye. TUBITAK is responsible
for promoting, developing, organizing, conducting, and coordinating research and development in line with national
targets and priorities. It also acts as an advisory agency to the Turkish Government on science and research issues and
is the secretariat of the Supreme Council for Science and Technology. Furthermore, TUBITAK funds research projects
carried out in universities and other public and private organizations, conducts research on strategic areas, develops
support programs for public and private sectors, publishes scientific journals, popular science magazines and books,
organizes science and society activities and supports undergraduate and graduate students through scholarships.
TUBITAK does not have prior experience with the WB financed projects. Therefore, their staff will receive the ESF
training.

The ESCP will require both KOSGEB and TUBITAK to appoint or hire competent E&S staff to implement and monitor
the E&S requirements their respective project components.
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Il. SCREENING OF POTENTIAL ENVIRONMENTAL AND SOCIAL (ES) RISKS AND IMPACTS

A. Environmental and Social Risk Classification (ESRC) Moderate

Environmental Risk Rating Moderate

The Environmental risk rating is Moderate. The main objective of the project is to support the green transition of
industrial enterprises in Turkiye and will have positive environmental impacts such as increasing resource use
efficiency, reducing carbon footprint, water consumption through upgrading machinery, acquiring new technologies,
attaining technical assistance, certifying green standards, and/or others, in SMEs. The project will mainly finance
purchasing and upgrading of machinery and equipment through KOSGEB and TUBITAK preforming the role of financial
intermediaries; and there will be no large-scale civil works within the project scope. The main environmental and
social (E&S) risks of the Project relate to the ability of KOSGEB (Component 1) and TUBITAK (Component 2) to
implement an Environmental and Social Management System (ESMS) to manage the E&S risks of the respective SME,
reimbursable grant finance portfolio in line with the World Bank ESS9 requirements for financial intermediaries. As
part of their respective ESMSs, KOSGEB and TUBITAK will conduct E&S screening of eligible SMEs for the reimbursable
grant finance. Only those SMEs whose business activities are judged to be of moderate or low environmental and
social risks will be eligible for project support. The likely associated environmental risks and impacts of sub-project
activities could be generation of dust and noise from large scale equipment usage; occupational health and safety
risks, water and energy use, management of waste generated from the business activities of beneficiary firms. These
risks and impacts are expected to be temporary and reversible, low in magnitude and localized, and can be mitigated
through known good management practices. To address these E&S risks and impacts, KOSGEB and TUBITAK will
establish and implement their respective ESMSs that will include procedures for conducting E&S due diligence and
screening of sub-projects (firms), exclusion criteria, procedures for E&S risk categorization, E&S impacts mitigation
and management, and E&S monitoring requirements. Environmental risks of beneficiary firms, which may cause
significant pollution impacts, will be rated as High or Substantial, and thus, will be considered ineligible for financing.
The project will also exclude from financing any sub-projects with impacts on cultural heritage and biodiversity. The
ESMS will require the compliance with the national environmental and social laws, applicable ESF ESSs, and respective
WBG EHS Guidelines. The environmental risk rating will be confirmed during project preparation phase.

Social Risk Rating Moderate

The Social risk rating is Moderate. Overall, the project is expected to have a positive environmental and social impacts
as it will support SMEs to reduce their carbon footprint, water consumption and increase their energy efficiency by
supporting the uptake of green technologies. It is expected that these SMEs shall contribute to decarbonization. The
project will mainly finance purchase of the equipment — green technologies — which will be clearly defined under the
project design. Neither large scale civil works are expected within the scope of the project, nor activities which would
require land acquisition, restrictions of land use or involuntary resettlement, as defined under ESS 5. It is expected
that the green technologies will be installed within the perimeters of existing facilities. The main social risks will be
associated with (i) labor and working conditions and occupational health and safety (OHS) in beneficiary SMEs; (ii)
social inclusion aspects, i.e. access to finance by women-led or women-managed firms, as they face more obstacles in
accessing finance in Tlrkiye; access to finance by young firms, and those located in the lagging regions; (iii) potential
research activities on animals and humans under Component 2 — which will be clarified by project appraisal; (iv)
perceptions of “greenwashing”; and (v) capacity of DGl MolT and TUBITAK to implement ESF requirements. Significant
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risks and impacts on community health and safety are not anticipated at this stage. Sexual exploitation and abuse
(SEA) and sexual harassment (SH) risks are assessed as low, and justification for the risk rating in provided in a SEA/SH
risk dedicated section. The MolT, KOSGEB and TUBITAK will develop Stakeholder Engagement Plans (SEPs) which will
assist the project to strengthen outreach to potential beneficiary firms, including those led by women, young firms or
those located in the lagging regions; and also to prevent any perceptions of “greenwashing”. The SEPs will also
include a grievance mechanism to address and resolve any grievances associated with the E&S impacts of the project.
The project design will include developing taxonomy and definitions of green technologies, which will be transparent
and agreed with various stakeholders. This should also help manage perceptions of "greenwashing". If the project
supports research involving human beings/tissue/embryos and animals, it shall be carried out in accordance with EU
directives and procedures (Horizon 2020) and relevant national laws and regulations on ethical research. These
requirements will be included in the project ESMS. The project design will also include specific activities and an
indicator to measure the number of women-inclusive firms supported by the project. KOSGEB and TUBITAK will each
prepare and adopt an ESMS to manage and address environmental and social risks and impacts, including those
associated with labor and OHS risks in the beneficiary firms. The ESMS will include screening and due diligence
procedures, risk categorization procedure, Exclusion List, a requirement for the compliance with national
environmental and social laws, and any applicable ESF ESSs. The overall social risk rating shall be revisited during
project preparation.

B. Environment and Social Standards (ESSs) that Apply to the Activities Being Considered
B.1. General Assessment

ESS1 Assessment and Management of Environmental and Social Risks and Impacts
Overview of the relevance of the Standard for the Project:

The project development objective is to support the green transformation of Tilrkiye's industrial firms and to develop
the physical and regulatory infrastructure needed for this process. Under Component 1, the project will provide
reimbursable grants to SMEs to finance upgrading their machinery, acquiring new technologies, attaining technical
assistance, and green standards certification. Under Component 2 the project will support consortia of firms (each
typically comprises a large buying firm and a few SME suppliers) in green research and development, green standards
adoption, and/or product development (such as circular design to improve resource recovery and resilience of the
supply chain to economic shocks generated by COVID-19 or climate change events). The component will also support
startups in creating or accelerating innovative green products (more energy efficient and/or more circular and/or
decarbonized) and solutions to address specific challenges, in collaboration with relevant large corporations and
stakeholders. The project will develop a taxonomy clearly defining the type of technologies, machinery and
equipment which will be eligible for project financing.

The project will also institute an Exclusion List to filter out any ineligible sub-projects. The project will not finance any
physical or civil works, or support activities which may require land acquisition or physical relocation.

Even though, the project is expected to have overall positive impact on environment, climate change and people, the
business activities of firms benefiting from the project can still have limited negative impacts such as labor and
working conditions, occupational health and safety (OHS), community health and safety, dust, noise, water use,
energy use and management of waste generated from the business activities to be implemented by the beneficiary
firms. These risks are expected to be site specific, temporary and can be readily addressed through standard
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mitigation measures and compliance with national environmental, labor and OSH laws and the ESF. There may be
further risks to humans and animals involved in research activities supported by the project. If the project supports
research involving human beings/tissue/embryos and animals, it shall be carried out in accordance with EU directives
and procedures (Horizon 2020) and relevant national laws and regulations on ethical research.

In addition, there are moderate social risks associated with perceptions of “greenwashing”, and challenges with
targeting women-led or managed firms. These risks will be addressed by mitigation measures included in the ESF
instruments and project design. SEA/SH risk is assessed as Low and discussed in a dedicated section. There is very
limited risk of the project having negative impacts on vulnerable groups. Project beneficiaries will be SMEs and R&D
oriented firms and startups. The project design will include specific measures to target women-led or managed firms,
and there will be a dedicated indicator to measures the percentage of women-led/managed firms who benefited
from the project.

To address these E&S risks and impacts, KOSGEB and TUBITAK, will establish, adopt and implement their respective
ESMSs and Stakeholder Engagement Plans (SEPs). The SEPs of quality acceptable to the World Bank, will be disclosed
in English and Turkish languages before project appraisal and publicly discussed and consulted upon with
stakeholders. KOSGEB and TUBITAK will adopt ESMS prior to the start of any reimbursable grants allocations. Site-
specific environmental and social instruments to be prepared by beneficiary firms for individual sub-projects, as
required, throughout the project implementation, will also be disclosed and discussed with stakeholders.

The ESMS will include procedures for conducting E&S due diligence and screening of sub-projects (firms); exclusion
criteria, procedures for E&S risk categorization, E&S impact mitigation and management through the preparation and
implementation of site-specific ESMPs, as required, and E&S monitoring throughout project implementation. The
ESMS will address the above mentioned E&S risks and impacts, including a requirement for beneficiary firms to
comply with national labor and OHS laws, and screening for child and forced labor risks.

One of the key risks relates to meaningful and effective stakeholder engagement, public and beneficiary outreach,
and perceptions of greenwashing. A core part of the project design will focus on establishing an effective green
taxonomy, transparent sharing of information in timely, clear and accessible manner and format, and an inclusive
process of participation and consultation for all disadvantaged SMEs (including women inclusive firms, young firms
and those located in the lagging regions) and other interested parties. For this, the DGI MolT, KOSGEB and TUBITAK
will prepare SEPs in a participatory manner. SEPs will include a grievance mechanism to address complaints about
environmental and social issues in the project.

The DGI MolT, KOSGEB and TUBITAK will each prepare Environmental and Social Commitment Plan (ESCP). The ESCP
will set out the activities to be carried out during project implementation and could be adjusted during the project
cycle in line with the evolution of environmental and social risks and impacts.

The E&S monitoring and reporting: The Bank will review and approve the ESF instruments prepared for the project. It
will also review and approve an initial set (to be agreed upon during project preparation) of E&S Due Diligence
reports for reimbursable grant support under both Component 1 and 2. The DGI MolT, KOSGEB and TUBITAK will also
submit to the Bank semi-annual E&S performance monitoring reports.
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Areas where “Use of Borrower Framework” is being considered:

The Use of Borrower Framework is not being considered.

ESS10 Stakeholder Engagement and Information Disclosure

The three Borrowers (MolT, KOSGEB and TUBITAK) will prepare SEPs for the project with consultation activities at
key ministerial, government agencies, business association, and firm stakeholder level.

The SEPs will identify and analyze key stakeholders (i.e. affected parties, other interested parties and disadvantaged
and vulnerable groups) and describe the process and modalities for sharing information on the project activities,
incorporating stakeholder feedback into the project design and implementation and reporting and disclosure of
project documents. The SEP will also integrate proposed citizen engagement activities and indicators.

During project preparation a detailed stakeholders mapping shall be carried out. At this stage, it is anticipated that
the main stakeholders will be MolT, KOSGEB, TUBITAK, firms (SMEs and research oriented firms and start ups) who
will potentially benefit from the project, women-led or managed firms, business association, organizations involved in
developing green standards, and other organizations working on climate change issues, decarbonization and greening
of firms. Additionally, disadvantaged types of direct beneficiaries include women-led or managed firms, who may
face more barriers to access finance. The project will target these firms in order to narrow the gender gap in access to
finance.

At this stage, it is anticipated that the strategies for information disclosure and consultations will include digital
technologies, such as virtual meetings and focus groups, social media and MOIT’s, KOSGEB’s and TUBITAK’s
webpages. However, it is also expected that in-person modalities of stakeholder engagement will increase during
project preparation and implementation. DGl MolT will prepare and disclose the draft SEP (in Turkish and English
languages) before project appraisal; and carry out stakeholder consultations on the project design and environmental
and social aspects of the project.

DGI MolT, KOSGEB, and TUBITAK will each establish grievance mechanisms (GM) to manage and address E&S
concerns and grievances by stakeholders. These GMs will also include channels for handling SEA/SH complaints
sensitively and confidentially.

MolT has gained the experience for establishing and managing grievance mechanisms under the two existing Bank
funded projects.

KOSGEB has a functional grievance mechanism in place, able to handle efficiently feedback and concerns from
beneficiary firms as well as those who believe may be adversely affected by the activities of KOSGEB and beneficiary
firms. Under the Turkiye Rapid Support for Micro and Small Enterprises During The COVID-19 Crisis (P174144),
KOSGEB has been using the feedback received through the GM to improve project implementation practices, which
was documented in the quarterly E&S performance reports.

KOSGEB also has an active Call Center (444 1 567) and a Help Desk
(https://www.kosgeb.gov.tr/site/tr/genel/iletisimmerkezi) that is accessible for all stakeholders to lodge a grievance.
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TUBITAK’s also has an existing grievance mechanism including a call center and an on line Help Desk that is accessible
all stakeholders to lodge a grievance, submit inquires or information requests. The existing grievance mechanism will
be assessed during project preparation and any necessity for its adaptation shall be recorded in the project SEP and
Project Operational Manual (POM).

In addition, there is national level grievance mechanism - the Presidency Communication Center (CIMER), which is
accessible to any Turkish citizen and is functioning well. MoIT, KOSGEB and TUBITAK are mandated to receive and
record in its system grievances which are received through CIMER. In general, previous experience in the WB funded
projects indicates that government agencies and business entities address grievances received through CIMER.

Detailed project GM procedures will be presented in SEP including departments responsible to receive and address
grievances, different means of receiving grievances (e-email, webpage, phone number, mail) and stipulated time
frames to address and respond to grievances. The SEP shall include a budget and strategies to report back to
stakeholders during project implementation. In addition, the ESCP will include any additional GM procedures which
would need to be completed and implemented during project implementation. The SEP will be updated, as needed,
during project implementation.

B.2. Specific Risks and Impacts

A brief description of the potential environmental and social risks and impacts relevant to the Project.
ESS2 Labor and Working Conditions

This standard is relevant. The project will include direct and contracted workers. Community and primary supply
chain workers are not anticipated to be engaged within the scope of this project.

Direct workers in this project are (i) Employees of MoIT and technical consultants assigned/engaged to work within
the PIU; (ii) employees of KOSGEB and technical consultants engaged to support the core activities of the project
under the Component 1; (iii) Employees of TUBITAK and technical consultants assigned/engaged to support the core
activities of the project under the Component 2. Contracted workers are employees of consulting firms engaged to
provide technical advice and capacity building under the Components 1 and 2.

It is anticipated that employees of MolT assigned to work within the PIU, will be civil servants. The terms and
conditions of the public sector employment will continue to apply to civil servants. Employees of KOSGEB and
TUBITAK are also civil servants and the terms and conditions of their public sector employment shall continue to
apply. The provisions of ESS2 paragraphs 17 to 20 (Protecting the Workforce) and paragraphs 24 to 30 (OHS) will
apply to civil servants working in connection with the project. In ESCP, MolIT, KOSGEB and TUBITAK will commit that
any individual consultants directly hired by these entities to carry out the activities related to the project, will be
employed under the terms and conditions as required by the national labor law and ESS2. This requirements will also
be included in the Environmental and Social Commitment Plan (ESCP).

ESS2 requirements will apply to the direct and contracted workers. Working conditions and OHS requirements in line
with ESS2 will also be integrated to the project ESMF, to ensure that labor risks associated with business activities of
beneficiary firms are managed consistent with ESS2.
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Assessment of existing labor management procedures: MolT, KOSGEB, and TUBITAK have a set of human resources
policies and procedures in place which meet the requirements of ESS2, and national civil servants, labor and OHS
legislation. These human resource policies define employees’ rights such as compensation and wages, working
hours, overtime hours and payment, leaves (maternity, annual, sick, unpaid), recruitment, training, promotions,
severance payment, disciplinary measures, non-discrimination and equal opportunity. The policies prohibit forced
labor and the minimum working age is 18 years. Human resources procedures prohibit harassment, including sexual
harassment, and provide for mechanisms to report such cases. Each institution also has an ethics Code of Conduct
which all employees sigh at the moment of employment.

Occupational health and safety: MolT, KOSGEB and TUBITAK facilities are equipped with fire safety instruments as
required by local regulation and have emergency action plans in place. The staff receives routine training on fire
safety and first aid. Regular drills are conducted and reported. MolT, KOSGEB and TUBITAK have incident reporting
procedures and as per national OHS Law notify the Ministry of Labor within 3 business days about OHS related
incidents. The ESCP will include a requirement that any incident/accident should be reported to the Bank no later
than 48 hours after learning of the event.

The current Turkish Labor Law (N0.4857) is to large extent consistent with ESS2 requirements. Turkey ratified all the
four Core ILO Conventions and OHS ILO Conventions. The main gap with ESS2 is related to the requirement for the
grievance mechanism for workers. Forced labor is prohibited by the Turkish Constitution. In terms of OHS regulations,
government agencies are subject to the national OHS law (Law No. 6331), and the Ministry of Labor and Social
Security is responsible for its enforcement. The OHS Law governs workplace environments and industries (both public
and private) as well as all classes of employees including part-time workers, interns, and apprentices. The legislation
is comprehensive and is generally applicable across all sectors and many industries. The Labor Inspectorate, which is
an agency under the Ministry of Labor and Social Security oversee the enforcement of the law and conducts regular
OHS and labor audits.

Grievance mechanism (GM): MolT, KOSGEB and TUBITAK have in place internal GM its employees. The employees
have the right to file complaints on any administrative actions and procedures, which can be submitted to human
resources departments. Complaints are assessed and necessary measures are taken under existing human resources
regulation and disciplinary regulation. These regulations are cover instances of harassment and sexual harassment.
During project preparation these existing grievance mechanism procedures will be assessed and any actions to
improve them in line with ESS2 requirements will be included in the ESCP and POM.

The ESCP will include a a requirement to carry out SEA/SH sensitization and prevention trainings and to establish
GM to receive SEA/SH complaints, including anonymous, and which will avoid fear of retaliation.

ESS3 Resource Efficiency and Pollution Prevention and Management

ESS 3 is relevant. As the project implementation will include provision of reimbursable grants by KOSGEB and
TUBITAK through performing the role of financial intermediation to SMEs and research oriented firms. Risks related
to the project such as air emissions, water and energy use, wastewater discharge, and waste management at the sub-
project (firm) level do exist and will be mitigated through implementation of the their respective ESMSs. The ESMS
which is fully discussed under ESS9, will include all the necessary processes and procedures to ensure site specific
considerations related to resource efficiency, pollution prevention and management are addressed and managed.
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Environmental risks of beneficiary SMEs which might cause significant pollution impacts, will be rated as High or
Substantial, and thus, will not be considered eligible for grant financing.

ESS4 Community Health and Safety

ESS 4 is relevant. Business activities of beneficiary SME firms may cause impacts on community health and safety.
Such impacts will be identified, assessed, and addressed within the scope of KOSGEB and TUBITAK respective ESMSs
in accordance with ESS4 requirements. Sub-project investments which may be associated with significant impacts on
communities will be rated as High or Substantial risk and will not be considered eligible for financing. The project will
also include measures for managing SEA/SH risks, as discussed in SEA/SH dedicated section.

ESS5 Land Acquisition, Restrictions on Land Use and Involuntary Resettlement

This standard is not anticipated to be relevant within the scope of this project. The project will not finance any
activities which may cause restrictions on land use, land acquisition and/or physical relocation.

ESS6 Biodiversity Conservation and Sustainable Management of Living Natural Resources

This standard is not relevant because activities which may adversely impact biodiversity and living natural resources
will not be eligible for financing within the scope of the project. Any activities which may adversely impact
biodiversity, natural or critical habitats, and living natural resources will be screened under the project ESMF and
excluded from project financing.

ESS7 Indigenous Peoples/Sub-Saharan African Historically Underserved Traditional Local Communities

This standard is not relevant. There are no known Indigenous Peoples in Tiirkiye which fit the definition of the ESS7.

ESS8 Cultural Heritage

This standard is not relevant because sub-projects investments having impacts on cultural heritage will not be eligible
for financing within the scope of the project.

ESS9 Financial Intermediaries

The project will support manufacturing firms to use resources more efficiently and innovate in their management,
production process, and/or products to meet future market demands by providing reimbursable grants to eligible
SMEs under Component 1, implemented by KOSGEB and Component 2, implemented by TUBITAK. KOSGEB and
TUBITAK are required to respectively develop and implement satisfactory ESMSs, in line with ESS 9 requirements to
manage the E&S risks of the Project.

The ESMSs to be developed and implemented by KOSGEB and TUBITAK will be commensurate with the risks of their
respective reimbursable grant finance activities, and they will maintain adequate capacity for the environmental and
social risks management of the projects. The ESMSs to be implemented will include all the ESMS elements defined in
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ESS 9. The respective ESMSs will include an E&S Policy and will also specify the applicable E&S requirements as the
World Bank Exclusion List, national laws of Tiirkiye and the ESSs. The ESMS will include (i) an environmental and
social policy; (ii) clearly defined procedures for the identification, classification, assessment and management of the
environmental and social risks and impacts of investee SMEs; (iii) defined organizational capacity and competency;
(iv) monitoring and review of environmental and social risks throughout the life cycle of the project; and (v) external
communications and grievance mechanism. The ESMS will also allow for screening grant beneficiary SME business
activities against the World Bank Exclusion lists and compliance with national laws of Tirkiye.

All relevant aspects of ESS 2 will apply to KOSGEB and TUBITAK as borrowers, including maintaining appropriate labor
management procedures. All relevant aspects of ESS 2, 3 and 4 will be addressed under this ESS9, where applicable.
KOSGEB and TUBITAK ESMSs will be established and adopted no later than 30 days after the Effective Date of the
Project.

KOSGEB and TUBITAK will be required to monitor and supervise the environmental and social performance of the
SME grant finance portfolio exposures. The content of semi-annual reports will be detailed in the POM. The Bank
will monitor KOSGEB and TUBITAK, while KOSGEB and TUBITAK will monitor the E&S performance of their respective
portfolio SMEs. The Bank will conduct prior review for an initial set of sub-projects of KOSGEB and TUBITAK
thereafter conduct supervision spot checks for a number of sub-projects. The details of prior and post review will be
described in the POM and main requirements included in the ESCP. The contents of respective semi-annual reports
by the Borrowers to the Bank will be detailed in the POM.

C. Legal Operational Policies that Apply

OP 7.50 Projects on International Waterways No

OP 7.60 Projects in Disputed Areas No

11l. WORLD BANK ENVIRONMENTAL AND SOCIAL DUE DILIGENCE

A. Is a common approach being considered? No
Financing Partners

NA

B. Proposed Measures, Actions and Timing (Borrower’s commitments)
Actions to be completed prior to Bank Board Approval:

Prior to Appraisal, the Borrowers will prepare, to a level acceptable to the World Bank, consult upon, and disclose the
following documents:
1. SEPs and start implementing as early as possible during project preparation,
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Possible issues to be addressed in the Borrower Environmental and Social Commitment Plan (ESCP):

Prior to Appraisal, the Bank and the Borrower shall agree on a draft ESCP, which will include:

1. DGI MolT, KOSGEB, and TUBITAK hiring/appointing competent E&S staff and maintaining it throughout project
implementation

2. Continued implementation of the SEP and grievance mechanism to ensure stakeholder engagement throughout
project implementation

3. Adoption of ESMSs no later than 30 days after the Effective Date and preparation of site-specific ESMPs, as
necessary

4. Engagement of project workers under terms and conditions in line with ESS2

5. MolT, KOSGEB and TUBITAK’s regular E&S reporting to the Bank

6. Capacity building to enhance E&S performance of the implementing agency and key stakeholders in ESF application
and ESS compliance.

C. Timing
Tentative target date for preparing the Appraisal Stage ESRS 01-Feb-2023

IV. CONTACT POINTS

World Bank

Contact: Stefka Slavova Title: Lead Economist

Telephone No: +1-202-473-0037 Email: sslavova@worldbank.org
Contact: Ali H. Abukumail Title: Senior Private Sector Specialist
Telephone No: 5242+8346 / 90-312-4598346 Email: aabukumail@worldbank.org

Borrower/Client/Recipient

Borrower: Ministry of Treasury and Finance

Implementing Agency(ies)

Implementing Agency: Ministry of Industry and Technology

V. FOR MORE INFORMATION CONTACT
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The World Bank

1818 H Street, NW

Washington, D.C. 20433

Telephone: (202) 473-1000

Web: http://www.worldbank.org/projects

VI. APPROVAL

Task Team Leader(s): Stefka Slavova, Ali H. Abukumail

Practice Manager (ENR/Social) Varalakshmi Vemuru Recommended on 23-Dec-2022 at 06:07:10 GMT-05:00

Safeguards Advisor ESSA Abdoulaye Gadiere (SAESSA) Cleared on 10-Jan-2023 at 16:27:51 GMT-05:00
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