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INTRODUCTION
Inside the Vicious Cycle: From Social Fragmentation to Strategic Transformation

We are pleased to present the 2026 edition of the Tiirkiye Risk Report, marking the seventh
publication in this series.

The primary objective of this report is to identify, articulate, and evaluate Tirkiye’s economic,
social, technological, environmental, and geopolitical risks in a multidimensional framework,
assess their likelihood and impact levels, and provide both public policymakers and private-
sector executives with a strategic, decision-enabling document.

Since its first release, the Turkey Risk Report has become a widely referenced source,
followed by thousands of professionals, cited in corporate annual reports, and used in
academic research. It is no longer merely a list of risks—it is a barometer of national
resilience and an indicator of institutional awareness.

In previous years, the main themes were:
e 2024: “A Country Losing Its Future”
e 2025: “The Rise of Societal Risks or the Collapse of Society?”

This year’s overarching theme is: “Trapped in a Vicious Circle: The Individual and Tiirkiye.”

Global Context: A Period in Which Risks Are Being Re-Coded
The year 2026 represents a global landscape characterized by fragile balances.

With the beginning of the new Trump administration in the United States, trade wars, tariff
restructuring, and global production chains are being reshaped. In the European Union, the
Carbon Border Adjustment Mechanism (CBAM) has come into effect, creating both new
costs and new opportunities for export-oriented economies such as Tiirkiye.

Energy security challenges, the rapid rise of artificial intelligence, intensified migration flows,
and geopolitical polarization continue to deepen global uncertainty.

Against this backdrop, Turkiye stands on a thin line between risk and opportunity. While it
gains strategic importance as a peripheral yet essential partner for Europe, regional
instability and domestic political uncertainties continue to test the country’s overall “capacity
to generate balance.”
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National Outlook: From Economic Fragility to Social Disintegration

Unlike the previous years, the findings of the 2026 Turkey Risk Report highlight that social
disintegration risks now overshadow economic fragility.

Of the top 10 risks identified in the report, eight are societal in nature, including:

e Media echo chambers and “fake news”
e Deepening inequality

e Restrictions on freedom of expression
e Extreme poverty

e Shrinking civic space

e Human rights violations

e Brain drain

e Unemployment

This picture clearly shows that Turkiye’s prolonged economic crisis has evolved into a socio-
political crisis, not just a financial one.

The tendencies first observed in the 2024 and 2025 reports have solidified into a persistent
triangle of: “Social instability — Economic pressure — Governance erosion.”

Economic Outlook: Strong Lira — High Interest Rates — Low Confidence

Turkiye enters 2026 under a macroeconomic framework defined by high interest rates, a
strong lira, and tight credit conditions.

While this policy mix supports price stability in the short term, it imposes significant financial
pressure on the real sector.

Persistent inflation dynamics, elevated borrowing costs, and weakening domestic demand
have increased risk scores especially for SMEs and exporters.

Despite these vulnerabilities, reductions in currency-crisis expectations and lower CDS
premiums are encouraging signs. However, sustainable improvement will require fiscal policy
to be aligned more closely with monetary tightening.

The fundamental challenge for Tiirkiye in 2026 is to narrow the widening gap between
“technical success” and “societal trust.”

Societal Turning Point: The Vicious Circle Metaphor

The subtheme of the report—“Vicious Cycle: Tiirkiye’s Satisfaction Loop” —summarizes this
year’s findings vividly.
Key survey results demonstrate:

e 51% are dissatisfied with economic conditions

e 74% do not trust public institutions

e 65% experience qualified labor shortages
e 91% perceive economic/political uncertainty as high or very high
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These indicators reveal that risk perception has become structural, weakening both
individual and institutional long-term planning capacity.

The chain of dissatisfaction - distrust - low investment - low productivity - renewed
dissatisfaction continues to erode Tirkiye’s development capacity.

Breaking this vicious cycle requires restoring institutional trust, strengthening social dialogue,
and ensuring a tangible sense of economic fairness.

Corporate Risk Perspective: From Adaptive Opportunism to Strategic Transformation

Corporate responses in 2026 demonstrate a notable shift in risk perception among
businesses.

Participants identified their most challenging uncertainty areas as:

e 56% — cost and pricing risks
e 22% — human-resource management
e 16% — investment decisions

These findings indicate that companies are moving from a defensive reflex to a period of
adaptive opportunism.

In particular, opportunity perception is rising in areas such as green transition, artificial
intelligence, and digital transformation:

e 60% of respondents view carbon policies as an opportunity
e Nearly 70% see artificial intelligence as a high-value strategic asset

This transformation, however, is reshaping the structure of employment. Low-skill jobs are
being displaced, while high-skill positions require extensive reskilling and continuous
capability development.

Unchanging Risk: The Reality of Earthquakes
One of Turkiye’s most persistent and catastrophic risks remains earthquake vulnerability.

The devastating 2023 Kahramanmaras earthquakes exposed not only the structural
weaknesses of urban planning but also the shortcomings of disaster preparedness and
government coordination.

Although “Natural Disaster Risk” ranked 18th in the 2026 survey, this lower ranking reflects
the overwhelming weight of economic and societal concerns—not a reduction in actual
danger.

The expected istanbul earthquake remains inadequately addressed; current preparedness
efforts are fragmented and insufficient.

For Turkiye, disaster-risk management is no longer a matter of probability but a public and
institutional responsibility.
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Conclusion: A New Search for Balance in the 7th Year of the Turkey Risk Report

The 2026 Turkey Risk Report represents a comprehensive assessment of a period marked by
rising global uncertainty, accelerating social fragmentation, and an increasing need for
institutional restructuring.

The core message of this year’s report is clear: “Risks are no longer merely threats to be
managed; they have become the new language of governance and strategy.”

If Tlrkiye can manage economic stability, social cohesion, and technological transformation
within the same strategic equation, it can regain its capacity to convert risks into
opportunity.
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TOP 10 RISKS
Risk Classification in Tiirkiye’s National Risk Inventory
In the Turkey Risk Inventory, risks are classified under the following categories:

e Economic Risks

e Geopolitical Risks

e Technological Risks
e Societal Risks

e Environmental Risks

Unlike previous years, the Top 10 Risks for 2025 included eight societal risks and two
geopolitical risks. The absence of economic risks from the top tier—despite Tirkiye being in
the midst of a prolonged economic crisis—can be interpreted as a reflection of social
psychology: “We are already living through the worst”

Therefore, economic deterioration is no longer perceived as a new risk, but rather as a
baseline condition.

Similarly, the absence—and lower ranking—of environmental and information-technology-
related risks can be explained by the dominance of economic hardship and its intensifying
effect on societal vulnerability.

No Category Translated Risk (Professional English)
1 Societal Media echo chambers and misinformation (“fake news”)
2 Societal Deepening socioeconomic inequality

3 Societal Restrictions on freedom of expression

4 Geopolitical Economic conflicts between states

5 Societal Extreme or widespread poverty

6 Societal Erosion of the constitution and civil society

7 Geopolitical Geopolitical instability

8 Societal Human rights violations

9 Societal Brain drain and loss of qualified talent

10 Societal Unemployment

2026 Risk Rankings: From Economic Constraint to Societal Fragility and Institutional Erosion

The 2026 rankings indicate that Turkiye is now shaped more by societal vulnerability and
institutional erosion than by economic pressure alone.

With eight of the top ten risks classified under societal categories, the findings demonstrate
a significant decline in social cohesion, trust, and structural resilience—far beyond what
macroeconomic indicators alone can capture.

At the top of the list for 2026 is:
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1. “Media echo chambers and misinformation”

Ranked 2nd in 2025, this risk’s rise to first place illustrates the critical point reached in the
manipulation of public perception.

The polarizing effects of social-media algorithms have fragmented reality itself, creating an
environment where anger replaces information and echo replaces analysis.

Moreover, sustained social-media restrictions and long-term access disruptions in 2024
created a structural fear of “inability to access accurate information,” pushing this risk to the
top of societal concerns.

2. Deepening inequality

Remaining in the top three and now ranking 2nd, this risk continues a multi-year upward
trend (6th in 2024, 3rd in 2025).

Income disparities, a persistent housing crisis, regional development gaps, and rising youth
unemployment have eroded the sense of social justice and expanded the impact dimension
of the risk.

3. Restrictions on freedom of expression
Jumping sharply from 9th place in 2025, this risk now ranks 3rd.

Limitations on academic, press, and expression freedoms are constraining innovative
thinking, critical discourse, and social dialogue.

This represents not only a threat to democratic functioning but also a long-term challenge to
the investment climate, innovation capacity, and overall productivity.

4. Economic conflicts between states

Remaining in the same position as in 2025 (4th), this risk reflects the restructuring of global
trade dynamics.

The return of trade wars under the new Trump administration and escalating tensions
between China and the West have created significant uncertainty in supply chains, sanctions
landscapes, and export markets.

For some Turkish firms, this environment presents opportunities; for others—especially
underprepared sectors—risks of market loss and cost escalation are growing.

5. Extreme or widespread poverty

Rising from 7th place in 2025, this risk indicates the entrenchment of the social
consequences of Tiirkiye’s economic crisis.

Household-level distress caused by rising debt, housing costs, energy prices, and food
inflation has significantly expanded the population dependent on social assistance.
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6. Erosion of the constitution and civil society

Holding the same position as in 2025 (6th), this risk reflects concerns regarding democratic
institutions, judicial independence, and shrinking civic space.

This structural erosion affects not only governance quality but also foreign investor
perception and the country’s long-term institutional credibility.

7. Geopolitical instability

Previously ranked 1st in 2025, this risk has moved to 7th place. This decline does not imply
reduced geopolitical exposure.

The Russia—Ukraine war, escalating conflict along the Israel—Palestine axis with spillover risks
involving Iran, and potential regime transitions in Syria continue to destabilize Turkiye’s
regional environment.

These developments exert pressure on both national security and economic predictability.

8. Human rights violations

Climbing from 10th place in 2025 to 8th in 2026, this reflects not only domestic legal
concerns but also Tirkiye’s deteriorating performance in international human-rights indices.

As legal predictability declines and public sense of justice weakens, the severity of this risk
increases.

9. Brain drain
Ranked 1st in 2024 and 5th in 2025, brain drain returns to the top 10 in 2026.

The decline does not reflect risk reduction, but rather a shift in perception: It has become a
“normalized loss.”

Migration intentions have expanded beyond white-collar professionals to include blue-collar
workers, posing a severe threat to Tiirkiye’s production capacity and intellectual capital.

10. Unemployment

Re-entering the top 10 for 2026, unemployment is driven by young people’s declining
optimism, rising informal employment, and the inability of economic growth to generate
sufficient jobs.

Notably, the share of unemployed university graduates has reached one of its highest
recorded levels.
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STRUCTURAL INTERPRETATION: THE VICIOUS CYCLE

The 2026 findings show that economic and geopolitical risks are being absorbed into a
broader cycle of societal dissatisfaction, anxiety, and distrust.

This forms the essence of the “Vicious Cycle” metaphor: As expectations narrow, economic
hardship and institutional weakness erode societal hope.

Turkiye’s principal risk is no longer isolated shocks but the persistent, self-reinforcing nature
of this cyclical fragility.

The Vicious Cycle Metaphor: Tiirkiye’s Satisfaction Trap

Social Economic
Desperation Tension

Soc_ial
Life 5 5%
Negative

17% Positive
28% Undecided

Desperation Security

Social
Fragmentation

1. A Cyclical Map of Dissatisfaction

The 2026 findings show that Turkish society is increasingly trapped within a “satisfaction
cycle,” a self-reinforcing loop of dissatisfaction.

Only 17% of respondents express optimism about the future, while 55% hold a negative
outlook and 27% remain undecided.

This distribution illustrates how economic fragility, political uncertainty, and a declining sense
of institutional trust directly shape individuals’ perceptions of the future and their overall
emotional resilience.
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2. Economic Conditions as the Core Driver of Hopelessness

Economic realities sit at the center of dissatisfaction. Only one in four respondents is satisfied
with their income level, while 51% report being negatively affected by current economic
conditions.

Persistent inflation, pricing pressures, the erosion of real wages, and restricted access to
credit are reshaping not only spending behavior but also long-term life planning.

These findings confirm that “economic performance satisfaction” is tightly correlated with
individual well-being indicators and broader sentiment trends.

3. Uncertainty and the Satisfaction Threshold in the Workplace

Although nearly half of the participants report satisfaction with their working life, this figure
is fragile due to weakened stability and belonging.

Post-pandemic transitions back to the office, performance ambiguity, real income losses due
to inflation, and stalled career progression have created a “hidden dissatisfaction”
particularly among mid-career professionals.

This pattern signals a growing, yet often invisible, burnout trend within Turkiye’s labor
market.

4. Weakening Social and Health Dimensions

Social satisfaction stands at just 30%, a figure strongly linked to rising polarization, trust
deficits, and an increasing tendency toward individualization.

In the domain of health and well-being, only one-third of respondents express satisfaction
with their quality of life, while one-quarter state dissatisfaction.

Rising private healthcare costs, psychological fatigue, and environmental stressors are
collectively undermining individual well-being.

5. Breaking the Vicious Cycle: Trust, Predictability, Stability

The overall picture indicates that Turkiye is locked in a vicious cycle characterized by: Low
satisfaction - Low trust - Low investment and motivation > Renewed low satisfaction

Breaking this cycle requires the restoration of predictability, fairness, and trust in
governance across both economic and social spheres.

Without these, not only individual satisfaction but also broader societal resilience will
continue to deteriorate.
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ABOUT THE TURKEY RISK REPORT SERIES (2020-2026)
A Longitudinal Intelligence Platform for Understanding Tiirkiye’s National Risk Trajectory

Since 2020, the Turkey Risk Report Series, published by GRC Management, has evolved into
one of Turkiye’s most authoritative and widely referenced analytical platforms for assessing
national vulnerabilities and long-term risk dynamics. What began as a pioneering effort in
2020 has, over the years, become a strategic intelligence product—read by tens of
thousands of professionals, cited in corporate annual reports, referenced in international
projects, and incorporated into academic research.

Developed with a robust methodology that combines annual surveys, expert assessments,
macro-trend analysis, and sector-level insights, the series offers a comprehensive, multi-
dimensional view of Tirkiye’s risk landscape across five domains:

e Economic Risks

e Geopolitical Risks

e Technological Risks
e Societal Risks

e Environmental Risks

Each edition identifies the Top 10 Risks of the year, evaluates their likelihood and impact,
analyzes structural drivers, and provides strategic guidance for senior decision-makers in the
public and private sectors.From the start, the purpose of the series has been clear: to help
leaders interpret uncertainty, anticipate shocks, and make more resilient, informed decisions.

A Thematic Evolution: 2020-2026
Each year’s report reflects the defining pressures and structural shifts of its time:

e 2020 - Pandemic, systemic disruption, early signals of societal and economic fragility

e 2021 - Market volatility, inflationary pressures, and pandemic aftershocks

e 2022 — Crisis accumulation and the emergence of deep systemic risks

e 2023 - Inequality, poverty, workforce mobility, and geopolitical reverberations

e 2024 — “The Country with Lost Future”: The rise of brain drain and institutional
erosion

e 2025 - “The Rise of Societal Risks? Or the Collapse of Society?”: A turning point
marked by 7 societal risks in the Top 10

e 2026 — A Vicious Circle of dissatisfaction, trust erosion, and structural uncertainty

Together, these reports form a longitudinal dataset—a year-by-year view of how Tiirkiye’s

vulnerabilities evolve, deepen, or transform in response to domestic pressures and global
shifts.
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TURKIYE RISK REPORT 2025

THE RISE OF SOCIETAL RISKS?
OR THE COLLAPSE OF SOCIETY?

Prof. Dr. Davut PEHLIVANLI

Chapter Author: Prof. Dr. Elgin Aykag Alp

GRC

Impact and Use Cases

The Turkey Risk Report Series has become an indispensable reference for:

Boards of Directors and Executive Committees

Chief Risk Officers, Internal Audit, and Internal Control units
Corporate Strategy and Sustainability teams

Banks, financial institutions, and investors

Public institutions and regulatory bodies

NGOs, international organizations, and think tanks
Academic researchers and policy analysts

The reports support decision-makers in:

Stress-testing strategic plans

Designing enterprise risk frameworks

Anticipating geopolitical and macroeconomic shocks

Managing societal, environmental, and technology-driven transitions
Strengthening organizational resilience and risk culture

A Strategic Lens for the Future

After seven consecutive editions, the Turkey Risk Report Series is now more than an annual
publication—it is a national resilience benchmark. By tracing risk patterns from 2020 to
2026, the series reveals:

Deepening structural vulnerabilities

Persistent societal fractures

Shifts in economic resilience

Long-term geopolitical exposure

The widening gap between institutional capacity and public expectations

In an era defined by uncertainty, the series offers a clear analytical compass: to transform
risk awareness into strategic foresight, and foresight into resilient action.
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PROFESSIONAL BIOGRAPHY — PROF. DR. DAVUT PEHLIVANLI
For Inclusion in the English Edition of the Turkey Risk Report

Prof. Dr. Davut Pehlivanli is a faculty member in the Department of Business Administration
at the Faculty of Political Sciences, Istanbul University, the founder of GRC Management, and
the Director of the Turkey Risk Report. With more than twenty-five years of experience, he
has led numerous transformation initiatives in the public and private sectors in the fields of
risk management, internal audit, corporate governance, and strategic finance.

During his tenure as a member of the Internal Audit Coordination Board within the Ministry
of Treasury and Finance, Prof. Pehlivanli played an active role in shaping national public-
sector risk management strategies and policy frameworks.

His academic work focuses on enterprise risk management, Al-enabled early-warning
systems, financial forecasting, and sustainable governance. Through the Turkey Risk Report,
a project he founded, he has institutionalized a holistic approach to assessing Turkiye’s
economic, societal, geopolitical, and technological risks, integrating risk analysis into the
national strategic decision-making ecosystem.

Published annually, the Turkey Risk Report has become a widely referenced resource for
thousands of professionals across industries, informing long-term strategic roadmaps for
corporations, public institutions, financial actors, and policymakers.

In addition to his academic and analytical work, Prof. Pehlivanli serves as a board member
for leading companies in the industrial, services, e-commerce, and technology sectors,
advising on strategic growth, IPO readiness, digital transformation, and sustainable
competitiveness.

Through the methodologies he has developed, Prof. Pehlivanli has been a pioneer in
reframing risk management not merely as a protective mechanism, but as a strategic
capability for value creation and competitive advantage.

Under his leadership, the Turkey Risk Report—along with other key publications such as
Pensura: The Portrait of Risks and the Istanbul Chamber of Industry’s Competitiveness
Report—aims to transform Tirkiye’s risk awareness into a culture of strategic thinking,
foresight, and institutional resilience.
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© 2025 GRC Management. All rights reserved.

No part of this report, including the extended English summary, may be reproduced,
distributed, stored in a retrieval system, or transmitted in any form or by any means—
electronic, mechanical, photocopying, recording, or otherwise—without the prior written
permission of GRC Management.

Citations must clearly reference this publication as the original source.

The assessments and views expressed in this report are those of the research team as a
whole and do not necessarily reflect the official positions of any organization, institution, or
board with which contributors or advisory members may be affiliated.
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