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PREFACE

Knowledge Economy Forum IV on Business Environment and Knowledge for Private Sector
Growth, held in Istanbul on March 22-24, 2005, is the fourth in a series of flagship events organized by
the Europe and Central Asia region of the World Bank to promote knowledge-based economic growth
in its client countries. The first such Forum took place in 2002 in Paris and focused on the definition
of national knowledge economy strategies in European Union, henceforth EU, accession countries.
The 2003 Helsinki Forum hosted discussions on the implementation of knowledge economy strategies
and targeted both EU accession and EU candidate countries. The 2004 Forum, held in Budapest last
year, focused on the role of knowledge in enhancing countries' competitiveness and included countries
in the Balkans and Central Asia.

This fourth Forum in Istanbul was co-sponsored by the Government of Turkey, represented by
the State Planning Organization, henceforth SPO, and the World Bank Vice-Presidency for the Europe
and Central Asia Region, henceforth ECA Region, with significant contributions from international
and Turkish institutions. Considerable effort was made to engage all client countries in the dialogue
on improving the business environment and using knowledge to stimulate private sector growth.
Consequently, this year's Forum hosted representatives from as many as 25 ECA countries, including
first-time delegations from Belarus, Kyrgyz Republic, Moldova, Tajikistan, and Uzbekistan. As part
of the World Bank's commitment to promote youth involvement in and ownership of national policy
and program implementation, this year's Forum highlighted participation of youth delegates from the
ECA region. A detailed list of over 200 participants, including representatives from key government
ministries, industry, business, academia, think tanks, civil society and international development
organizations is provided at the end of this report.

The 2005 Istanbul Forum built on the findings of previous fora by engaging delegates in a
pragmatic discussion on selected thematic reforms to improve countries' business environments and
firms' capacity to use and create knowledge. While acknowledging the importance of macroeconomic
factors, KEF IV focused on the need for governments to engage more deeply in microeconomic
policies and reforms in order to increase private sector productivity and achieve sustainable
growth.

The main objective of the Istanbul Forum was to:

o Discuss how governments in ECA countries could devise and implement reforms to improve
their countries' business environments and define policies to support better use of knowledge by firms;

. Stimulate a dialogue and exchange of experiences on these issues among ECA country
representatives, particularly between the new EU member states and other ECA countries;

. Stimulate a dialogue within and among the various government ministries, research institutions
and business constituencies on issues related to the role of knowledge, the enhancement of human
capital, the investment climate, private sector productivity and growth; and

o Strengthen the dialogue between representatives of ECA countries and the multilateral agencies

that participated in the event including the World Bank, the European Investment Bank, the European
Investment Fund, the European Training Foundation, and the Organisation for Economic Co-operation
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and Development - and facilitate coordination among the agencies on all initiatives aimed at increasing
productivity and growth in the Region.

To this end, the Forum plenary and panel sessions focused on three main themes:
(1)  thebusiness environment;

(2)  firms'use of knowledge and role in innovation; as well as

(3)  learning and skills development.

These themes were reinforced during the site visits to leading Turkish public and private sector
institutions in the Istanbul area. A novel interactive feature at this year's Forum was the country
exercise, which enabled delegates to identify the key challenges their countries face in implementing
knowledge economy strategies and provided them with an opportunity to develop relevant
interventions along with the international experts present, based on the approaches and best practices
deliberated during the Forum sessions. The 3-day Forum was structured around 2 plenary sessions,
6 thematic expert panels, 4 parallel site visits, and 2 country exercise sessions. This report highlights
the key messages from the various sessions detailed in the Forum Agenda at the end of this report.
We also hope that you will revisit the extensive archives that are available to you through the
Knowledge Economy Forum website at www.worldbank.org/eca/ke

At the time of the Istanbul Forum, Turkey was in the opportune position of having received the
invitation to initiate negotiations on its terms of accession with the EU. Istanbul, therefore, served not
only as a charming backdrop for this year's conference, but also exemplified the challenges and
triumphs associated with reforms to enhance competitiveness; particularly to those ECA countries
further East that aspire to improve their global positioning, and cautioned the more advanced ones that
complacency is a costly strategy. Following the success of this fourth forum in Istanbul, the
Government of the Czech Republic has extended an invitation to host the fifth regional Knowledge
Economy Forum in Prague in the spring of 2006. Until then, our goal remains to promote specific
activities discussed during the Forum to improve ECA countries' investment climates, stimulate
greater uptake of existing international and domestic resources to stimulate innovation within the
private sector and to strengthen innovation as an engine of national competitiveness and growth.

We dedicate this Report, as a small tribute, to the memory of Professor Sanjaya Lall, Oxford
University, who contributed to the Istanbul Forum and sadly passed away on June 18, 2005. Professor

Lall will be sorely missed at future Knowledge Economy Fora.
4.//.-_.

Fernando Montes-Negret
Director
Private and Financial Sector Development
Europe and Central Asia Region
The World Bank
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1. INTRODUCTION

1.1 Global Change and Implications for the ECA Region

Countries across the ECA Region have made marked progress over the past fifteen years in their
transition to becoming competitive market-driven economies. Notably, 8 European countries from the
ECA region have met the complex reform requirements to accede to the EU and 4 more are in the
process of doing so. In his keynote speech former Dutch Prime Minister, Willem Kok, cautioned
eligible ECA countries not to view EU membership as a goal, but rather as an opportunity to build
local and national constituencies that will foster an environment in which change is embraced, learning
and innovation is encouraged, and knowledge-based development can take root. Former Prime
Minister Kok also emphasized that private firms play an essential role in facilitating the shift to applied
research that results in economically-relevant innovation.

Carl Dahlman, Georgetown University, broadened this perspective by presenting worldwide
economic growth projections. These estimations, illustrated in Figure 1, suggest that assuming
average growth rates remain constant China's GDP (at PPP) can be expected to supersede the United
States' by 2012 and India to overtake Japan by 2007. Considering such forecasts, clearly countries
cannot base their growth strategies solely on free trade agreements or customs unions such as the EU.
Future hurdles faced by ECA countries include challenges posed both by countries in the West and
increasingly emerging economies in the East. Today competition is more global than ever.

Figure 1. Real GDP (PPP): Projections 2004-2015 (Using 1991-2003 Average Growth Rates)
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Source: Carl Dahlman, Data from the Knowledge for Development Program, World Bank Institute.

While emerging economies, such as China and India, still compete today on comparative cost
advantages, they continue to aggressively work on attracting foreign direct investment (FDI), tapping
into global knowledge, investing in human capital, advanced skills and productive R&D. As global
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communication and transportation costs decline, distances become less relevant due to the speed with
which information is relayed globally, investors are becoming more aware and open to investing in
emerging markets, placing additional strain on other countries, including ones in ECA to make
progress in these areas.

In the long run, the key drivers of sustainable growth include a healthy business environment,
innovation and advanced labor skills. Firms cannot attract and develop knowledge if the environment
in which they operate is not conducive to business development and regulations create hurdles
and increase the costs of doing business and exporting. Innovation and advanced labor skills allow
countries and firms to create and use knowledge, adding value and diversifying the productive and
export structure of the economy, ultimately driving productivity and fostering growth. Figure 2 shows
the importance of these factors from firms' perspective and clarifies their impact on increasing
sales (i.e., quality of supply) and reducing costs. The remainder of this note summarizes key issues
discussed during Panel and Plenary sessions on each of these three topics.

Figure2. Firms' Perspective on Productivity and Growth
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Source: Fernando Montes-Negret, World Bank, 2005.
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2. THE BUSINESS ENVIRONMENT

2.1 Importance of an Enabling Business Environment

The World Development Report 2005 on the Investment Climate presented by Warrick Smith,
World Bank, heralds that a sound business environment fosters productive private investment, which is
the engine for sustainable economic growth and poverty reduction in the long term. Therefore, sound
microeconomic policies and the efficient provision of public services by governments are essential for
stimulating the development of local firms, creating new jobs and opportunities for entrepreneurs,
attracting foreign and local investment, stimulating skills development and innovation, and
enhancing trade. Anincreasing body of evidence shows that excessive government regulation, limited
enforcement of property rights, inefficient infrastructure and lack of access to finance stifle private
sector productivity and growth. Therefore, defining the right set of microeconomic reforms is a crucial
first step toward ensuring that firms can operate efficiently and freeing resources that can be
dedicated to the creation and better use of knowledge. It should be noted that the message is not simply
deregulation, but rather re-regulation in smarter less costly and more business friendly ways.

2.2 Costs and Risks of Doing Business

The discussions on the importance of a stable business environment focused on the multiple
and varied nature of costs, risks, and barriers to competition that firms face in transition
and developing countries. As evidenced in Figure 3 firms ranked policy uncertainty as a dominant
concern. Econometric analysis indicates that an improvement in government policy predictability
alone could increase new investments by as much as 30 percent. Firms also indicated that policy-
related risks, such as macroeconomic instability, insecure property rights and arbitrary regulation, are
detrimental to their growth. Finally, figures based on firms' surveys show that costs associated with
contract enforcement, crime, corruption, excessive regulation and weak infrastructure can amount to as
much as 25 percent of firms' costs, which is approximately three times what firms would ordinarily
owe in taxes.

Figure 3. Key Business Environment Constraints in Developing and Transition Economies.
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World Bank research findings presented at the Forum demonstrate that certain ECA countries
have significantly improved their business environments, notably Slovakia, Lithuania and Poland
scored well on a range of indicators, including the ease of starting and closing a business and enforcing
contracts. Slovakia, in particular, is a good model, given recent reforms that resulted in halving the
time to start a business, in reducing the time to recover debt by three-quarters, and in facilitating the
hiring of first-time workers. Additionally, compared to countries where firms face policy uncertainty,
firms in Poland, Russia, Slovakia and Ukraine that believe their property rights are protected tend
to reinvest between 14 to 40 percent of their profits into their businesses. The benefits of policy
predictability go beyond a simple increase in the volume of investments. The increase in confidence
and the willingness of firms to move forward to generate, adapt and adopt new know-how and
technologies are of key importance.

2.3 Barriers to Competition

It is paramount for countries in the ECA region to create the necessary policy framework and to
foster an enabling business environment in which firms can experiment, flourish, and when necessary
be replaced by new and more innovative ones. In this respect, barriers to competition not only create
disincentives for most firms to innovate or improve their productivity, but also result in higher costs
being passed on to consumers. A comparison of survey results relayed that as many as 90 percent of
firms in Poland, 80 percent of firms in Slovakia, but only 40 percent in Georgia reported high
competitive pressures. As an illustration Figure 4 includes survey results from 27 ECA countries and
confirms that in countries where competitive pressures were significant, firms tended to display a
50 percent higher probability of engaging in innovative activities. This included, for example, the
introduction of new technologies and new products; the upgrading of old products; and the
implementation of better production and organizational processes, such as improving supply chain
management among other innovations.

Figure4. Policy-Related Competition Barriers Stifle Innovation and Productivity.
75
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Source: Warrick Smith, World Development Report, World Bank, 2005.

The Forum discussions on the business environment encouraged delegates to consider the feasibility of
reforming policies to improve the investment climate in ECA countries, keeping in mind the varied
goals of EU accession, further worldwide economic integration, and continued transition. Two key
messages emerged from this session. First, taking into account the considerable differences in business
environments within the ECA region, it is likely that countries will need to develop policy reform
options to suit their individual needs. Second, in the long run persistence in implementation and not
perfection in devising policies is most likely to yield the best results in reforming the investment
climates across ECA countries.

10 THE WORLD BANK




3. INNOVATION

Technological adoption, innovation and development of advanced labor skills are necessary to
increase firms' productivity and diversify firms' and countries' productive and export structures.
Technological development and the skills of the labor force are also highly interrelated factors - it is
impossible to develop one without the other. Firms are unlikely to introduce innovations and upgrade
their technology if their employees are unaware of the needs of their clients (especially in the
international market) and do not know how to use advanced technologies. The Forum addressed the
role of these two variables in a single plenary session, followed by separate break-out sessions to
address some of the most critical aspects of developing effective innovation and learning systems. On
the innovation side, this discussion was advanced by expert panels on technology infrastructure,
technology absorption, and finance for innovation.

3.1  FromScience to Innovation in the ECA Region

Most countries in the ECA Region inherited a strong legacy of research institutes that have
traditionally been geared towards conducting basic research. With the demise or privatization of most
state-owned enterprises across the region, the few research institutions that did engage in industrially-
oriented research lost the impetus to do so. As evidenced in Figure 5, despite the severe depletion of
human and financial resources related to cutbacks in government spending on research and
development (R&D), the scientific base remains fairly significant when compared to EU countries and,
in general, is above other middle income countries. However, research institutes in the ECA region are
struggling to collaborate with domestic firms and provide businesses with relevant R&D support
to stimulate local innovation. Therefore, the challenge that looms large in ECA countries is
transforming science into market-relevant innovation.

FigureS. The Transition from Science and Technology to Innovation in ECA.
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Similar to the effects that stem from reforming the business environment, realigning the
funding mechanisms and the objectives of R&D establishments to meet firms' innovation requirements
is essential in order to sustain and improve the growth levels being observed across the ECA region.
In his closing presentation, Fernando Montes-Negret, World Bank, identified the following three ways
in which countries can promote the transition from being generators of science to becoming
innovators: (a) technology absorption, (b) commercialization of domestic scientific and technological
research, as well as, (c) increasing access to finance.

a. Technology Absorption

As highlighted by Professor Sanjaya Lall, Oxford University, multinational corporations
(MNCs) account for a third of global production today and are increasingly globalizing their
production and R&D efforts. Technology and R&D in non-OECD countries is largely brought in by
MNCs, with the result that most technology-intensive investments bypass the ECA region and end up
in South and East Asia and Latin America. In order to alter this trend, governments in ECA countries
need to attract FDI into local technology-intensive and export industries and create incentives for
MNCs to develop licensing, joint venture, supplier training and supplier development programs
with local firms. Governments can focus locally on enhancing their investment climate, on developing
skills upgrading programs for supplier SMEs, on improving transportation and logistics, and on
liberalizing access to ICT services. Therefore, in ECA countries, technology absorption may be the
prime way initially to acquire, upgrade and eventually create new technologies where countries have
not yet developed the capacity to innovate locally.

b. Commercialization of Science and Technology

In order to support indigenous commercially-relevant scientific research, governments must
prioritize the scope and level of public funding available for select themes that serve economic growth
in their countries. In ECA countries that are struggling to establish a culture of university-industry
collaboration, governments can make research financing contingent upon partnerships between the
entities. Charles Wessner, U.S. National Research Council, indicated that the introduction of changes
to the intellectual property (IP) framework giving universities IP rights would establish a healthy
incentive regime for researchers who have been traditionally deprived of their IP rights in ECA
countries. Certain countries have also supported applied research through the establishment of
technoparks and incubator programs that provide the physical space in which this interaction takes
place. However, it is extremely important that skilled and commercially-oriented managers with links
to global investors and markets are engaged in the commercialization process to prevent these facilities
from turning into real estate ventures where start-up firms and businesses are housed for extended
periods of time. In summary, revisions to the IP system, made in tandem with strategic prioritization of
public research funding, are more likely to stimulate interaction between research and business
communities and create opportunities for the commercialization of resulting breakthroughs.

c. Access to Finance for Innovation

Before novel ideas and technological improvements can become commercially viable,
innovations, entrepreneurs and researchers usually require financing to develop and test product
prototypes. Due to the high risk of failure associated with such ventures, funding for early stage
technological development (ESTD) is especially scarce not only in transition economies, but also in
developed financial markets such as the United States where 34 percent of ESTD funding is provided
by the U.S. Government, another 34 percent is invested internally by large corporations, and up to
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25 percent from, so-called, “angel investors”. In ECA, governments can play an important role by
creating incentives for corporate investors to increase in-house investments in R&D through matching
grant schemes, by introducing competitive public funding mechanisms to build the “deal pipeline” or
increase the number of bankable projects based on successful models implemented in Finland, Israel,
Korea, and the United States, and by improving the investment climate to pave the way for greater
venture capital (VC) participation in ESTD financing.

Governments tread a delicate path in promoting innovative activity as illustrated in Figure 6.
As pointed out by Fernando Montes-Negret, World Bank, it is not only essential that governments get
the sequencing right in terms of policies to enhance the business environment, protect intellectual
property, develop financial markets, strengthen innovative capacity and skills development in
research and industry, promote technology infrastructure development, attract FDI, but perhaps
more importantly it is the government's responsibility to ensure that public programs do not create
distortions in the fledgling VC markets in ECA. In order to prevent the misuse of public financing
schemes by interest groups and to reduce the risk of capture and moral hazard, governments would
have to establish transparent and independent committees to match investments made by entrepreneurs
and private risk capital funds, as well as to monitor and evaluate project performance.

Figure 6. Role of Governments in Financing Innovation
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Source: Fernando Montes-Negret, World Bank, 2005.

An important cautionary message that emerged from the session on Finance for Innovation was
that venture capital cannot be relied on to provide all the necessary financing for innovative concepts in
ECA. As Thomas Nastas, Innovative Ventures Inc., noted only 1 in 200 SMEs in emerging markets
compared to 1 in 100 in the United States 1is able to secure VC financing. In his recommendations,
Nastas advises governments to adopt a very pragmatic approach to build on existing comparative
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advantages to embed technology and innovation in traditional products, processes, and industries. The
emphasis should be on increasing the pool of high quality bankable projects and to improve the
performance of projects that are financed. Governments are advised to entice large corporate investors
such as Shell in Russia or Ispat Karmet in Kazakhstan - rather than VC investors - to form industry
consortia wherein MNCs co-invest to form public-private funds locally. Projects financed by such a
consortium would be in specific sectors of the economy that the MNCs are active in and have made a
long-term commitment towards and therefore may result in a higher rate of success.

4, SKILLS

4.1  Human Capital “Crude Oil” for the 21st Century

As the ECA region moves towards being more knowledge-intensive, human capital and human
skills will become even more central for its development as drivers of growth. The World Bank study,
“Closing the Gap in Education and Technology” demonstrates that skills and technology interact in
important ways. New technologies are “skills-biased” in that they demand a highly-skilled labor
force to unlock their potential to increase productivity and growth. With growth in knowledge-based
industries, labor market demands are changing accordingly. In countries where new technologies have
been introduced, demand for high-skilled workers has also increased. Mary Canning, World Bank,
defined a highly-skilled workforce as one that is not only equipped with technical know-how but also
with the ability to create, analyze and transform information and to interact effectively with others.
Moreover, given the speed of change in modern economies, workers need to be able to upgrade their
skills on a lifelong basis. Because skills and technology complement one another, strategies to boost
growth via technological development and innovations will only succeed if they are synchronized with
policies to build a highly-skilled workforce.

4.2 ECA Performance

The quality of education and training systems remains a concern in the ECAregion. InFigure 7
John Cresswell, OECD, presented evidence from the Program for International Student Assessment
(PISA 2003), demonstrating that a large number of students in ECA countries have difficulties in
applying the skills and knowledge they acquired at school to problem-solving in a job or real life
situation. In several ECA countries approximately 20 percent of students have serious difficulties in
applying reading literacy as an effective tool to advance and extend their knowledge and skills
in other areas. These countries (in descending order) are Serbia, Turkey, the Russian Federation,
Slovak Republic and Hungary. Concerning students' overall capability to solve problems in real-life
situations, only the Czech Republic performed above the OECD average of 500 score points. Hungary
is at the mean performance level for OECD countries, while Latvia, Poland, the Russian Federation,
Serbia and the Slovak Republic all perform below average.
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Figure 7. Skills Application by ECA Youth
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Thus, the transition from school to work in ECA is often difficult due to outdated curricula and
a mismatch in skills. Moreover, Arjen Vos, European Training Foundation, noted that the ability of
vocational training to respond to labor market needs remains limited because vocational training
(unlike higher education) has not been accorded the necessary priority by governments and only very
few links exist between training facilities and enterprises. Weak education and training systems and
difficult transition from school to work life have severe implications. Eurostat and the European
Training Foundation data illustrated in Figure 8 indicate that in many ECA countries, especially in
Southeastern Europe, the level of youth unemployment is alarmingly high despite high levels of
enrollment in education and training.
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Figure 8. Youth Unemployment Rates in South Eastern Europe.

Key EU Employment and Education Indicators

EU 25 (2004) Candidate Countries | EU 2010 SEE (2004)

(2004)

Unemployment Rate 9.0% BG 12.2% AL 15.0%
HR 143 % MK 35.8%
RO 8.1% BA 43.0%
TR 10.7% MON 23.0%

SR 20.2%

Youth Unemployment 18.3% BG 24.5% AL 35.5%
HR 35.9% MK 61.0%
RO 20.7% MON 51.3%
TR 23.7%

The 3 EU Benchmarks in Education and Training

Early School Leavers (2004) % | 15.9% BG 22.4% 10.0% AL 61.2%

of 18-24 with at most lower Hr 8.4% MK 36.2%

secondary education (ISCED2) RO 20.7%

and not in further education TR 52.9%

Youth Educational Attainment | 76.4% BG 76.0% 85%

% of 20-24 having completed at HR 90.7%

least ISCED 3 level (2004) RO 74.8%

Lifelong Learning (2004) % of | 9.4% BG 1.3% 12.5% SR 3.8%

25-64 participating in education HR 2.1% MK 1.9%

and training RO 1.6%
TR 2.3%

Source: Arjen Vos, ETF, 2005.

4.3 A Holistic Approach to Skills Development

In order to create and use knowledge for economic growth, countries have to look at education
and training systems in a wider socio-economic context. Given the changes in scope, content and
delivery, the public sector can no longer be the sole provider of education and training. As highlighted
by David Ashton, University of Leicester, transformation and reform efforts will only pay off if the
public and the private sector effectively cooperate in the field of education and training. Moreover, for
an integrated approach to education and learning, it is critical to engage all stakeholders in strategic
coordination at every stage of the vocational education and training reform process.

Particular attention should be given to developing viable lifelong learning frameworks.
Currently, participation in continuing education and training in ECA is very low (see Figure 8) and
unevenly distributed with highest participation rates among the better educated richer employed
male population. Mary Canning, World Bank, highlighted that, in order to create effective and
equitable lifelong learning systems and to address the issue of demographic decline, policies are needed
to broaden access to learning for all groups within society, regardless of age or background. In order to
make holistic education and training systems a reality, a transformation in the way these systems are
financed, operated and managed will be required.

The state and the private sector together with civil society will need to form partnerships and

have a clear understanding of their complementary roles in education and training, thus using
comparative advantages and synergies. Policymakers need to create a level playing field between
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public and private providers of education. One important element will be the formulation of multi-
source curricula for flexible and transferable core skills. In a dynamic society certification systems
must allow for the transferability and portability of skills and competencies as well as recognize
prior learning. Governments need to introduce quality assurance systems that effectively monitor and
certify the outcomes of learning and recognize the range of formal and informal settings in which
learning takes place. Moreover, policy makers need to rethink accreditation of institutions to help
learners move easily and efficiently between different types and levels of learning. During the Forum,
participants discussed the concept of National Qualifications Frameworks (NQF) as a tool to develop
a qualified workforce and increase labor market relevance in ECA. Peter Clack, British Council,
emphasized that NQFs could help to relate qualifications with occupational and broader labor market
needs while also establishing a coherent and transparent framework for large numbers of qualifications.

While it is the role of the public sector to design and implement the enabling life long learning
framework, it can no longer be the sole provider of a society's education and training needs.
Increasingly, the private sector has an important role to play as it is able to provide education and
training in conventional (owning and operating private schools, providing in-house and on-the-job
training) and new ways (private sector trainers, international providers, content brokers) to
complement traditional institutions. The private sector possesses the skills and knowledge to develop
web-based and multimedia courses and materials for new forms of distance 1.e. distance learning and
virtual universities. One particularly important role of the private sector is to provide a learner-friendly
high-performance work environment. Ayse Oncu, Ernst & Young, pointed to the importance of
continued professional education for the workforce while recognizing prior learning. It should be the
private sector's responsibility to provide employees with incentives and access to formal and informal
learning opportunities, as well as in-company and external knowledge networks.

Figure9. Government and Private Sector Roles in Skills Development.

Complementary Roles of Government and Private Sector

31 .
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Source: Fernando Montes-Negret, World Bank, 2005
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S. CONCLUSIONS

The general recommendations emerging from the Istanbul Knowledge Economy Forum are
summarized below. With regards to the business environment, discussions focused on the importance
of stabilizing the policy environment and implementing microeconomic reforms to improve the
predictability of the business environment in which domestic and foreign firms operate and innovate.
While countries build their capacities to innovate; technology absorption enhanced by attracting FDI
and creating linkages between foreign and local firms was discussed as an option to move into
knowledge-intensive industries. Additional means to improve local innovation included strengthening
university-firm collaboration, supporting commercialization of university research, facilitating access
to finance and promoting technology start-ups, and considering public-private industry consortia as a
viable alternative to VC in very early stages of technology development. For countries to maximize
their innovation potential they will have to create the conditions where learning can be provided in
coordination with and in response to the needs of the private sector. On the education side, this will
require an alignment of general and vocational education systems not only to improve the skills of the
labor force but also to develop and implement learning strategies that will enable lifelong skills
upgrading and adult learning. Based on positive feedback received from Forum participants, it is
expected that these issues will be addressed through a lens that places innovation systems at the center
ofnextyear's Forum in the city of Prague, Czech Republic.
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Annex 2. Agenda
TUESDAY, MARCH 22, 2005

Registration

Press Conference

Lunch

Welcome Address and Opening Ceremony

Moderator: Andrew N. Vorkink, Country Director, Turkey Country Unit, World Bank
Abdullatif Sener, Deputy Prime Minister, Turkey

Ahmet Tiktik, Undersecretary, State Planning Organization, Turkey

Annette Dixon, Operations Director, Europe and Central Asia Region, World Bank
Coffee Break

Plenary Session

Business Environment

Moderator: Andrew N. Vorkink, Country Director, Turkey Country Unit, World Bank

Overall Introduction
Warrick P. Smith, Director of World Development Report 2005, World Bank

Turkey Case
H. Ibrahim Canakci, Undersecretary, Undersecretariat of Treasury, Turkey

Questions and Answers

Country Exercise

Dinner at Esma Sultan (Sponsored by World Bank and SPO)
Whirling Dervishes Performance

Dinner

Keynote Dinner Speaker

Willem Kok, Former Dutch Prime Minister

Speech on the Lisbon Agenda Progress Report and Lessons Learned
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WEDNESDAY, MARCH 23, 2005

Plenary Session
Education and Innovation

Moderator: Annette Dixon, Operations Director, Europe and Central Asia Region, World
Bank

Ural Akbulut, Rector, Middle East Technical University, Turkey

Carl Dahlman, School of Foreign Service, Georgetown University, USA
Question and Answers

Coffee Break

PANEL A: Secondary Education

Moderator: Maureen Mclaughlin, Sector Manager, Human Development Sector, World
Bank

Tom Leney, Quality and Curriculum Authority, UK
John Cresswell, Administrator, EDU Indicators and Analysis Division, OECD

Arjen Vos, Head of Enlargement and South East Europe Department, European Training
Foundation

PANEL B: Demand for Skills Upgrading
Moderator: Mary Canning, World Bank
David Ashton, Professor, University of Leichster

Ayse Oncii, Regional Human Resources Director for South East Europe, Ernst and Young,
Turkey

PANEL C: Finance for Innovation

Moderator: Fernando Montes-Negret, Sector Director, Private and Financial Sector,
World Bank

Fernando Montes-Negret, Sector Director, Private and Financial Sector, World Bank

Thomas Nastas, Founder and CEO, Innovative Ventures Incorporated, Russia and Eastern
Europe

Niiket Yetis, Acting President, TUBITAK, Turkey

Marc Schublin, Head of Policy and Strategy, European Investment Fund

THE WORLD BANK




13:00-14:00

14:30-16:30

14:30-16:30

14:30-16:30

16:30-18:30

20:00
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Lunch

PANEL A: Technology Absorption

Moderator: Robert Whyte, MIGA, World Bank
Sanjaya Lall, Professor, University of Oxford

John Varney, Nottingham Trent University, UK
Charles Wessner, National Academy of Sciences, USA
PANEL B: National Qualifications Framework
Moderator: Peter Clack, British Council

Peter Clack, British Council, Turkey

Hanne Shapiro, Center Manager for Competence, IT and Analysis, Denmark
Technological Institute and Rand Institute

Vincent McBride, Expertise Development Coordinator, European Training Foundation
PANEL C: Technology Infrastructure

Moderator: Alfred Watkins, World Bank

Discussant: Maria Luisa Ferreira, European Investment Bank

Alistair Brett, Oxford Innovation

Peter Lindholm, Expert on Technoparks and Incubators, France and Germany
Hanzade Sarigicek, Cyberpark at Bilkent University, Turkey

Country Exercise

Dinner at Rahmi Ko¢ Museum
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8:30-15:30

8:30-15:30

8:00-15:30

8:00-15:30

16:00-17:30
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THURSDAY, MARCH 24, 2005

Site Visits
Site Visit I

Gebze Organized Industry Zone (GOSB) and Sabanci University

GOSB is the first Industrial Park that was established without any revenues from the State
in Turkey, and its modern infrastructure and services provided are at par with those found
in developed countries. Established in 1986, GOSB has a turnover of $10 million, with
8600 people actively working in the zone.

Sabanci University Under the direction of one of Turkey's leading family-run foundations,
the Haci Omer Foundation (VAKSA), the Sabanci Group established Sabanci University in
July 1994. The groundbreaking ceremony for the Sabanci University campus took place in
1997 led by the key philosophy of a "world university". Sabanci University is committed to
being an innovative institution responsive to the needs of their constituents through a
participatory, team-based culture. They envisage an interdisciplinary educational
infrastructure that will create and disseminate knowledge, in addition to becoming a global
reference point for educational innovation.

Site Visit 11

TUBITAK (National and Scientific Research Council for Turkey), Marmara
Research Center (MAM)

The TUBITAK-MAM, one of the research and development (R&D) units of Turkey National
Scientific and Research Council, TUBITAK, was established in 1972.

TUBITAK-MAM currently has 700 trained and experienced personnel, including about 400
researchers.

Site Visit 111

Ford Otosan Automotive Industry

One of the pioneers of the Turkish automotive industry, Ford Otosan was established in 1959
as Otosan Inc., which in 1998 developed into a partnership with Ford under the new name,
Ford Otosan. Ford Otosan has three outstanding production facilities, with remarkable
premises to showcase Turkey's potential in terms of attracting foreign direct investment.

Site Visit IV

SAKOSA (Tire Yarn Producers)

Started production in 2000, as an equally shared joint venture between Kosa (USA) and
Sabanci Holding (Turkey), SAKOSA's operating as a fully Sabanci Holding owned
company, with nearly 300 employees since 2002. SAKOSA is the second largest HMLS
(high modulus low shrinkage) polyester yarn producing plant in Europe and the Middle East.

Country Exercise Presentations

Moderator: Annette Dixon, Operations Director, World Bank

5-6 Countries Present Result of Country Exercise
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17:30-18:15 Closing Remarks
Moderator: Annette Dixon, Operations Director, World Bank

Fernando Montes-Negret, Sector Director, Private and Financial Sector Development,
Europe and Central Asia, World Bank

Halil Ibrahim Akca, Deputy Undersecretary, State Planning Organization, Turkey

20:00-22:00 Boat Dinner
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