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ABSTRACT  
The objective of study is measuring the project maturity levels of techno­entrepreneurship (start­ups) which was established toward 
technology development, and analyzing the relationship between project maturity levels and demographic features of firms. We used a 
scale developed by Holmes and Walsh in 2005 to measure project maturity levels. The scale is addressing the maturity levels based on 
knowledge areas consisting of scope, time, cost, quality, risk, human resource, communication and procurement management. The survey 
was conducted on the techno­entrepreneurship firms located in Turkey. We did correlation analysis on the data in SPSS. The results clearly 
indicate no relationships between the sectoral differences of firms and project management knowledge areas. Despite we found partly 
relationship between age and size differences of firms and some of project management knowledge areas, the results dont confirm 
absolute relationship. 
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1. INTRODUCTION 

Rapidly developing technology not only has showed paradigmal transformations in human life but also deeply changed the 
practices of business life. As a result, a variety of tools and practices have found their place in the business world and in the 
academic world, enabling the production, storage, sharing and feedback of knowledge. The increase in knowledge as a 
social power and the quality of knowhow in commercial success have made it sine qua non that entrepreneurship has 
become an economic gain for micro and macro level economic development and the innovation was accepted as a method 
for this. Techno-entrepreneurship, which embraces entrepreneurship-based business ideals and technology-based 
innovation efforts, presents an important structure and investment mechanism in the sector. The academic studies on the 
subject examine techno-entrepreneurship in various dimensions and aim to produce predictions about how it could work 
better. 

2. LITERATURE REVIEW  

While studies on project management in the context of technology firms initially concentrated on R&D activities (Zedtwitz, 
2002; Chiesa, 2000; Sicotte and Langley, 2000; Coombset al, 1998; Keller, 1994; Pinto and Slevin, 1989; Katz and Allen, 
1985; Liberatore and Titus, 1983), especially after 2000, they have evolved into the innovation process (Kapsali, 2011; 
Arttoet al.,2011; Filippov and Mooi, 2010; Bygstad and Lanestedt, 2009; Manley, 2008; Miia et al, 2006; Barlow, 2000; Gann 
and Salter,2000; Gann and Salter, 1998). Liberatore and Titus emphasized that project managers should be informed about 
the methods and techniques that are used in the management of R&D projects and that will adapt to the organizational 
structure. (Liberatore and Titus, 1983; 972). Katz and Allen have also shown how different applications seen in the use of 
force in matrix organization structures affect project performance (Katz and Allen, 1985, p. 85). Pinto and Slevin also 
identified fourteen critical success factors for the R&D projects, ten of which are controllable and four of which are 
uncontrollable (Pinto and Slevin, 1989; 31). In his study where Keller has questioned the interdependency theory of the 
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compatibility between technology and information processing used in R&D projects he has shown that information 
processing is crucial to the quality and success of project management. In his study where Keller has questioned the 
interdependency theory of the compatibility between technology and information processing used in R&D projects he has 
shown that information processing is crucial to the quality and success of project management (Keller, 1994, 175). Coombs 
and colleagues have introduced different administrative templates in the framework of benchmarking - idea for the three 
different types of projects they have introduced. (Coombs et al, 1998; 186). Sicotte and Langley emphasize the uncertainty 
in the project process in their study of the relationship between R&D performance and compliance mechanisms (Sicotte 
and Langley, 2000; 23). Chiesa handled the management and organizational dimension of global R&D projects in a 
categorical perspective. Chiesa pointed out that the R&D projects differ in project development, research activities require 
organizational and administrative structures in which interdepartmental coordination, interaction and communication takes 
place, and the use of electronic means is widespread. (Chiesa, 2000; 353). Von Zedtwitz has developed a five-stage maturity 
scale in the work of companies to make a post-project evaluation interview in terms of organizational learning, and has 
shown that firms do not pay enough attention to what they do at the end of the project (Zedtwitz, 2002).  After 2000, the 
general tendency in the literature is directed at understanding the management concept in innovation projects and 
examining the processes. Gann and Salter's article suggests that a methodological difference is needed for the examination 
of project-based service firms in terms of innovation (Gann and Salter, 1998: 451). Gann and Salter have attempted to 
provide a generic model (Gann and Salter, 2000, 969) that, in a similar perspective, has shown a process in other project- 
based operating companies in 2000.  Barlow has demonstrated the importance of collaborations in building innovative and 
learning structures to achieve the complex process structure and the underperformance of project-based construction 
companies (Barlow, 2000).  Miia et al. have examined the spread of project management and system among firms and have 
shown that both external pressures and internal complexity are effective in this dissemination (Miia et al, 2006). Manley 
also argues that contracting firms in the construction sector must have some conditions to innovate, such as advanced 
procurement systems and performance-based regulations (Manley, 2008). Bygstad and Lanestedt concluded that the 
success of information and communication technology-based innovations in service firms is dependent on the integration 
of project inputs and outputs, rather than on the execution of the project, in their studies of how they depend on cost, time 
and quality-focused understanding of traditional project management (Bygstad And Lanestedt, 2009). Filippov and Mooi 
discussed conceptual approach to R&D projects and position on other project types (Filippov and Mooi, 2010). Artto et al. 
have shown that various technical and strategic elements are used in an integrated way as a result of studying what 
management control systems are used at the beginning of innovation.  (Artto et al., 2011; 419). Kapsali has also shown that 
in project-oriented innovation management, the flexibility of system understanding facilitates the planning and control of 
innovation, uncertainty and complexity. (Kapsali, 2011, 405). 

2.1. Technopolis and Techno-Entrepreneurship 

2.1.1. Technopolis Concept 

The infrastructures of the structures called Technology Park, Technopolis, Science Park, Research Park, Technology 
Development Zone, Technology Development Center, Technology Corridor and Innovation Center (İTÜ Arı Teknokent, 2017) 
have been created by the state to provide industry-university cooperation and are the implementation field of universities 
which are the focus of initiative and qualified information, which is a driving force in achieving economic development goals 
(Örnek and Dabyal 2015, 1147). Technopolis as a product of an understanding based on industrial-state university 
cooperation for country development and innovation; (Yalcintas, 2014, p. 86), which is an ecosystem linking universities, 
lR&D corporations and start-up technology firms, and offers incentive legislation, suppliers, human resource infrastructure 
and financing clustering model. Etzkowitz describes this model as a triple helix and demonstrates the importance of 
interaction between the industry, the state and the university in order to create the conditions for innovation in the 
information society. In this helix industry; Place of production, state; Interaction and the stability of exchanges and the 
sources of contractual relations; As the source of new knowledge and technologies, is the productive nature of knowledge-
based economies (Etzkowitz, 2003; 295). 
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Figure 1: Triple Helix (State-Industry-University Collaboration) 

 

Source: Henry Etzkowitz, , 2003, “Innovation in Innovation: The Triple Helix of University-Industry-Government Relations”, Social Science 
Information, Vol. 42, p. 302. 
 

2.1.2. Techno-Entrepreneurship Concept 

Beckman and colleagues express that techno-entrepreneurship deviates from entrepreneurship in the general sense by 
focusing on the use of innovations in science and engineering to evaluate opportunities (Beckman et al, 2012). Prodan, the 
concept of techno-entrepreneurship; Is defined as the innovative application of scientific and technical information by the 
person or persons who initiate, conduct and undertake the financial risks that arise in the scope of the vision and objectives 
that they specify  (Prodan, 2007). Bailetti defines project investments as the convergence of heterogeneous entities and 
expert individuals in relation to developments in scientific and technological knowledge in order to generate value for a 
firm (Bailetti, 2012). Dorf and Byers describe development management with high risk taking serious risks as the business 
leadership style that includes technology-intensive commercial opportunities and high-potential capitalization of human 
capital (Roja and Nastase, 2014; 108; Dorf and Byers). Örnek and Danyal define within a few years the initiative aimed at 
developing a technology with high added value and a business plan within the framework of a threefold return of 
investment and the potential to produce qualified employment. (Örnek and Danyal, 2015, 1150). As a consequence of this 
situation, techno-entrepreneurs are separated from other entrepreneurs because of the knowledge, abilities and features 
they possess. 

Figure 2: Model of Technological Entrepreneurship 

 

Source: Igor Prodan, 2007, “A model of technological entrepreneurship” in Handbook of Research on Techno-Entrepreneurship (François 
Thérin Edition), Great Britain by MPG Books Ltd, Bodmin, Cornwall, p. 28. 
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2.2. Technopolises and Techno-Entrepreneurship in Turkey 

2.2.1. Technopolises in Turkey 

The establishment of techno-cities in Turkey dates back to 2001. With the Law No. 4691 on Technology Development 
Regions published on 26.6.2001, the establishment and development of techno-cities were taken under legal framework. 
The first article explaining the purpose of the law, which also shows the meaning of techno-cities, is as follows (Official 
Gazette, Law on Technology Development Regions, 2001). The purpose of this law is to produce technological knowledge in 
order to bring the country's industry to an international competitive and export oriented structure by providing 
cooperation with universities, research institutions and establishments and production sectors, to improve innovation in 
product and production methods, to increase product quality or standard, to increase productivity, To create new business 
opportunities for researchers and qualified persons, to create new technology opportunities for small and medium-sized 
enterprises, to provide investment opportunities in technology-intensive areas by considering the decisions of the Supreme 
Board of Science and Technology, To assist in the transfer and to provide the technological subdivision that will accelerate 
the entry of the foreign capital to the country which will provide high / advanced technology. The purpose of this law is to 
produce technological knowledge in order to bring the country's industry to an international competitive and export 
oriented structure by providing cooperation with universities, research institutions and establishments and production 
sectors, to improve innovation in product and production methods, to increase product quality or standard, to increase 
productivity, To create new business opportunities for researchers and qualified persons, to create new technology 
opportunities for small and medium-sized enterprises, to provide investment opportunities in technology-intensive areas by 
considering the decisions of the Supreme Board of Science and Technology, To assist in the transfer and to provide the 
technological subdivision that will accelerate the entry of the foreign capital to the country which will provide high / 
advanced technology. 

There are 46 techno-cities established in Turkey by 2017 (TGBD, 2017). The number of firms in these regions is 3629. 

Table 1: Technopolises in Turkey and Numbe rof Firms 

Technopolis 
Count of  
Company 

Location 

Ankara Üniversitesi Teknokent 101 Ankara 

Antalya Teknokent 68 Antalya 

Ata Teknokent 57 Erzurum 

ATAP 88 Eskişehir 

Bilkent Cyberpark 218 Ankara 

Boğaziçi Teknopark 23 İstanbul 

Cumhuriyet Teknokent 29 Sivas 

Çanakkale Teknopark 20 Çanakkale 

Çukurova Üniversitesi Teknokent 69 Adana 

DEPARK - Dokuz Eylül Teknopark 136 İzmir 

Dicle Teknokent 9 Diyarbakır 

Düzce Teknopark 16 Düzce 

Ege Üniversitesi Teknopark (ideEGE) 59 İzmir 

Erciyes Teknopark 176 Kayseri 

Erzurum Ata Teknokent 57 Erzurum 

Fırat Teknokent 9 Elazığ 

Gazi Teknopark 106 Ankara 

Gaziantep Teknopark 57 Gaziantep 

GOSB Teknopark 108 Kocaeli 

Göller Bölgesi Teknokent 32 Isparta 

Hacettepe Teknokent 251 Ankara 

İstanbul Teknokent 83 İstanbul 

İTÜ Arı Teknokent 174 İstanbul 

İzmir Bilimpark - İzmir 

Kahramanmaraş Teknokent - Kahramanmaraş 

Kocaeli Teknopark 90 Kocaeli 
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Konya Teknokent 96 Konya 

Malatya Teknokent 12 Malatya 

Mersin Teknopark 68 Mersin 

Muallimköy - Bilişim Vadisi - Kocaeli 

Niğde Teknopark - Niğde 

ODTÜ Teknokent 335 Ankara 

OSTİM Teknopark - Ankara 

Pamukkale Teknokent 95 Denizli 

Sakarya Teknokent 65 Sakarya 

Samsun Teknopark 39 Samsun 

Teknopark Ankara - Ankara 

Teknopark İstanbul 117 İstanbul 

Teknopark İzmir 74 İzmir 

Tokat Teknopark 24 Tokat 

Trabzon Teknokent 51 Trabzon 

Trakya Teknopark 36 Edirne 

TÜBİTAK Marmara Teknokent 64 Kocaeli 

ULUTEK 112 Bursa 

Yıldız Teknopark 377 İstanbul 

YYÜ Teknokent 28 Van 

TOTAL 3629 

Source: The count of firms collected from the web pages of technopolises lised in TGBD 

2.2.2. Development of Techno-Entrepreneurship in Turkey 

In recent years, a number of legislative acts have been made to encourage entrepreneurship. The most important of these 
was the "Law on the Support of Research and Development Activities" numbered 5746, which was published in the Official 
Gazette in March 2008, and the Implementation and Auditing Regulation on the Support of Research and Development 
Activities which went into effect after that. The concrete results of these regulations are seen in the changes that have 
occurred over time. As can be seen in Figure 4, the share of R&D spending in the GNP has increased steadily and has 
reached levels of 1% in 2014 (World Bank, 2017). In Turkey, about 2½ billion EUR in R&D expenditure was made in 2007, 
while in 2014 this figure reached 6 billion Euros and an annual average increase of 12,75% (Eurostat, 2017). In this respect, 
Turkey has surpassed many developed countries, including the European Union countries, and has been the country with 
the highest rate of increase in R&D spending in the years following China, Slovakia, Bulgaria and Poland. The human power 
employed in the R&D activities also showed a significant increase, reaching approximately 3 times the number in 2000, as 
seen in Figure 5. 

Figure 3: Annual Avarage Rate of Increase in R&D Expenditure Between 2007-2014 Years

 

Source: The diagram adapted from the data on Eurostat, Total intramural R&D expenditure (GERD) by sectors of performance 
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Figure 4: Turkey R&D expenditure (% of GDP) 

 

Source: World Bank, Research and development expenditure (% of GDP) 

Figure 5: Increase of Researchers in R&D in Turkey

 

Source: The diagram adapted from the data on World Bank “Researchers in R&D (Per Million People)” in World Development Indicators 
and on Turkish Statistical İnstitute “Address-Based Population Registration System” in Statistics. 

In order to reinforce this point, the Ministry of Science, Industry and Technology announced that in January 2015, "to 
increase the knowledge of knowledge of R & D and innovation activities, culture, people and society and to design new 
processes, systems and applications, Techno-entrepreneurial support to support scientific and technological development 
in the field by focusing on scientific and technological ambiguity by carrying out studies and supporting activities including 
innovation processes including environmentally compatible product design and software activities with original, 
experimental, Published the Guidelines for Application Procedures and Guidelines. (Ministry of Science, Industry and 
Technology, 2015). With this support, innovative ideas are supported both financially and in terms of infrastructure 
possibilities. 

2.3. Project Management and Maturity Concept 

2.3.1. Project Management 

The concept of the project is defined as a transitional organization and process established to achieve specific objectives 
under time, budget and various resource constraints (Shenhar and Dvir, 2007). Project management is a process that covers 
the scope of the project, the planning of resources and costs, the organization of resources in time, risk, human resources 
and communication, and the supply of resources (Nokes and Kelly, 2007). Project management is the key activity of the 
innovation process for many industries (Shenhar and Dvir, 1996). It is an important organizational instrument for techno-
entrepreneurs, who have a mission and vision to develop technology. Filippov and Mooi (2010) clearly demonstrate the 
innovation dimension of the classification project types made in Figure 6 below. The authors distinguish between projects 
as traditional and innovation projects distinguish innovation projects as technology-required projects, research projects 
including social studies, new product development projects and other projects (Filippov and Mooi, 2010). 
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Figure 6: The Project Types 

 

Source: Sergey Filippov and Herman Mooi, 2010, “Innovation Project Management: A Research Agenda”, RISUS. Journal on Innovation and 
Sustainability, ISSN 2179-3565. 

 

The process design presented by Verma and his colleagues on how project management in techno-entrepreneurship firms 
is realized is quite descriptive. This design, which is basically composed of three stages, feasibility, demo design and 
production, has a generic quality. 

Figure 7: R&D Project Process 
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Source: Devesh Verma, Anant Mishra and Kingshuk K. Sinha, “The development and application of a process model for R&D Project”, 
Journal of Operations Management, 2011, Vol. 29, pp. 462–476.   
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2.3.2. Project Management Maturity and Levels  

- Project management maturity refers to a level of implementation, and the project management maturity model 
that emerges in this context provides a set of standards for organizations to understand project management 
practices (PMI, 2003). These standards, which are determined by the Project Management Institute, have been 
updated over time, and in 2013, a third edition and a more detailed evaluation proposal were presented. The 
steps of this model, consisting of 5 levels, are as follows (PMI, 2013a; 23); 

- The first step is the starting step and in this phase firms make a project analysis  in line with their mission, vision, 
core values, goals, objectives and needs. 

- In the second stage, firms review their own performance levels by comparing their competencies with the 
competencies required by the project. 

- In the third stage, improvement and development plans are made by eliminating the shortcomings of this 
comparison. 

- In the fourth stage, the companies take the necessary steps to implement the planned plan. 
- In the fifth stage, the applied improvements and improvements are controlled.  

       These maturity levels are shown in Figure 8 below. 

Figure 8: Organizational Project Management Maturity Model Cycle (OPM3 Cycle) 

 
Source: PMI Project Management Institute, 2013, Organizational project management maturity model (OPM3), 3. Edition, Project 
Management Institute, Inc, USA. 

Again, PMI identified areas of knowledge that express the activities, concepts and terms that make up the project 
management field. (PMI, 2013b; 60). These areas are described by Crawford as follows (Crawford, 2015). Scope 
Management: Scope planning involves a variety of activities, including identification, validation, change control, needs 
analysis and job separation, and indicates that the elements necessary to complete the project are fully identified. Time 
Management: It consists of planning and follow-up activities such as identification and ranking of activities, calculation of 
required resources and staff, and integration of these activities by connecting programs to the programs and aims to 
complete the project within the determined time. Cost Management: It consists of cost definition, calculation, planning and 
control and budgeting activities and aims to follow the financing of the project by determining the financial resources 
required to complete the project. Quality Management: It consists of quality planning, assurance and control and 
administrative supervision activities. It is aimed to satisfy customer needs, to respond to needs and to ensure compliance 
with the objectives. 



2nd World Conference on Technology, Innovation and Entrepreneurship (WCTIE-2017), V.4,p.357-368          Yildiz, Boztoprak, Guzey 

_____________________________________________________________________________________________________ 
 DOI: 10.17261/Pressacademia.2017.555                                           365                                                       PressAcademia Procedia 

 
 
 

 

Human Resources Management: consists of HRD planning and the creation, development and management of the project 
team and aims to identify and develop the HR skill set required for the project. Communication Management: It consists of 
communication planning and control, problem tracking and management and aims to follow and control project data until 
collection and use. Risk Management: It consists of risk identification, quantitative and qualitative risk analysis, risk 
response planning, risk control and risk database creation and aims to control and resolve all risk factors until the project is 
completed. Procurement Management: Procurement consists of activities such as planning, control and procurement and 
aims to make procurement contracts necessary for completion of the project. Stakeholder Management: Identification of 
the stakeholder and the identification of obligations to stakeholders and aims at the management of all persons and 
segments involved in the project. 

3. DATA AND METHODOLOGY 

The aim of this research is to measure the scope, time, cost, quality, risk, human resources, communication and supply 
management practices that are considered as indicators of maturity in project management in the context of techno-
entrepreneurship firms and to examine the relationship between these applications and the age, activity area and size of 
techno-entrepreneurship firms. . The hypotheses formed in this context are as follows; 

H1: There is a meaningful relationship between the ages of techno-entrepreneurship firms and project management 
practices. 

H2: There is a significant relationship between the size of techno-entrepreneurship firms and project management 
practices. 

H3: There is a meaningful relationship between the fields of activity of techno-entrepreneurship firms and project 
management practices. 

In this way, the extent to which techno-enterprising firms, which are a type of business with low survival rates, high sectoral 
concentration and low number of employees, perform activities rated as a demonstration of project management; In the 
context of their sector, age and size. A 40-question questionnaire was used by Holmes and Walsh (2005) to measure the 
project case. The original questionnaire consists of open-ended questions and is converted to scale form in triple likert. 
Stakeholder management from the knowledge areas is not included in the Holmes and Walsh survey because it was defined 
by PIM in 2013, and our work has not been included. The results of the questionnaires were evaluated by SPSS statistical 
program in computer environment. Correlation analysis was used when research hypotheses were tested. A sample 
consisting of firms registered to Techno-Entrepreneurshiip Association was selected and 100 returns were made. 

4. FINDINGS AND DISCUSSION 

As a result of the research, the sector, age and size distribution of firms are presented in the following tables. Although the 
majority of the firms are in the R&D field, the firms in the sample are diversified in the sector. 

Table 2: Sectoral Distribution 

Foundation Year Company Number (%) 

R&D 83 83,0 

Iron&Steel 3 3,0 

Air-Conditioning 1 1,0 

Energy 9 9,0 

Tourism 1 1,0 

Agriculture 2 2,0 

Textile 1 1,0 

TOTAL 100 100,0 

The number of employees in the firm is used to determine firm size. Almost all of the enterprises are small and medium 
sized (SME) enterprises, as can be seen in Table 3 below.  
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Table 3 : Company Size 

Employee Number 
Company 
Number 

(%) 

0-10 77 77,0 

11-50 14 14,0 

51-250 8 8,0 

> 251 1 1,0 

TOTAL 100 100,0 

As can be seen in Table 4 below, the majority of firms involved in analysis have been established over the past five years. 
This suggests that Turkey has given importance to techno-enterprise-based investments in the near future. 

Table 4: Company Age 

Foundation Year 
Company 
Number 

(%) 

Before 2000 13 13,0 

2000-2005 2 2,0 

2005-2010 7 7,0 

2010-2015 78 78,0 

TOTAL 100 100,0 

As a result of the descriptive analysis, 3 companies operating in the climate, tourism and textile sectors and 250+ 
employees represented by an example were excluded from the evaluation. The results of the correlation analysis with the 
sample of 96 firms are given in Table 5 below. The results show that there is no relationship between the sector in which 
the firm is located and the activities rated as indicative of maturity in project management. Regarding the size of the 
company, the number of employees shows that the applications related to project management are spreading a bit. It is 
seen that firm size has a positive effect especially on scope and time management. The age of the firm also has a positive 
effect in a similar manner and has a particularly significant relationship with time and quality management. 

Table 5: Corelation Analysis 

 1 2 3 4 5 6 7 8 9 10 11 

Sector 1           

Size ,065 1          

Age -,024 ,789
**

 1         

Scope Man. ,041 ,281
**

 ,151 1        

Time Man. ,132 ,321
**

 ,315
**

 ,615
**

 1       

Cost Man. ,087 ,117 ,128 ,323
**

 ,546
**

 1      

Quality Man. ,179 ,232 ,316
**

 ,465
**

 ,704
**

 ,547
**

 1     

HRM ,086 ,176 ,239
*
 ,543

**
 ,607

**
 ,580

**
 ,727

**
 1    

Risk Man. ,032 -,124 -,186 ,433
**

 ,515
**

 ,529
**

 ,530
**

 ,568
**

 1   

Com. Man. ,146 ,126 ,090 ,585
**

 ,620
**

 ,564
**

 ,680
**

 ,684
**

 ,744
**

 1  

Proc. Man. ,003 ,038 ,018 ,458
**

 ,459
**

 ,614
**

 ,575
**

 ,576
**

 ,688
**

 ,692
**

 1 

Although the correlation analysis shows a relationship, it does not provide sufficient support for the acceptance of 
hypotheses. In particular, H3 is completely rejected, and the hypotheses H1 and H2 support only two areas of activity. 

5. CONCLUSION 

This study on the scope, time, cost, quality, risk, human resources, communication and procurement management practices 
and the relationship between the activity area, size and age of techno-entrepreneurship firms, which is evaluated as a 
maturity indicator in project management, does not support such a relationship. In particular, there is no relationship 
between the sector and project management practices. Only in a narrow frame, there is a significant relationship between 
firm size and scope and time management practices and firm age and time and quality management practices. This study 
shows that project management practices may be related to technical and managerial dimensions beyond the company's 
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demographics. The work to be done in the context of organizational structure and decision-making processes in companies 
can shed light on the adoption of project management practices.. 
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ABSTRACT  
Because of disability and or aging or illness people need long term care services in specific part of their life.  Health and social care burden 
is increasing day by day in the world and our country.  These services are home care, daily care, residental care, nursing home and paliative 
care services. These services are provided elderly people by formal and informal caregivers. Both burden of care and cost of care is 
increasing because of growing population of World. For this reason, using ICT technologies in care services is an important issue that cost of 
care services can minimize by using this technologies in care. To illustrate, following individual diabete rate by far, home security systems 
for Alzheimer, easy use technological products for elderly people. Because these products are popular for people who every aged and from 
different socio-cultural levels that they need them. In Turkey, there are techno-parks and entrepreneurs that work in ICT for care. 
Nowadays, little part of consumers use ICT for care in home care services&mobile health care. In Turkey, families are caregivers in long 
term care services system mostly. Caring of disabled and elderly people is costly and hard. For increasing access of care services, families 
should be supported by ICT. Thus, existence structure will be sustainable care and health and social care expenditures will decrease. There 
is need of feasible study in ICT for care in our country. To sum up, using of ICT for care provide spreading of all care services models and 
relevant sectoral development. 
 
Keywords: Disabled people, elderly people, sick, long-term care, information communication technology, sector 
JEL Codes: D83, N75, O38, I23 
 

 

1. INTRODUCTION  

In Turkey, General Directorate of Services for Persons with Disabilities and the Elderly that is the Government Coordinating 
Body have the task of preparing legislation on elderly services. Instead of public administration-based service provision; 
arrangements based on the protection of the elderly, uniform service provision for elderly people, intensive structure of 
elder society excluded from society; delivering service with local government, private sector and voluntary organization‘s 
collaboration and coordination, social responsibility development regulations for investment in individual capacity, 
delivering elderly services in line with needs, social environment and individual preferences are appropriate. Because of 
disability and/or aging or illness people need long term care services in specific part of their life.  Health and social care 
burden is increasing day by day in the world and our country.  These services are home care, daily care, residental care, 
nursing home and paliative care services. These services are provided elderly people by formal and informal caregivers. In 
Turkey, families are caregivers in long term care services system mostly. Ministry of Family and Social Policies deliver 
instituonal care services to both elderly and disabled people, informal care services as social aids. 541 thousand people 
benefit from social aids because of their disability (http://eyh.aile.gov.tr/yayin-ve-kaynaklar/yasli-hizmetleri). The 
population of Turkey is 6.9% disabled and 8.2% is over 65 years old (Engelli ve Yaşlı Bireylere İlişkin İstatistiki Bilgiler,2017). 
It is assumed that supporting families with ICT, especially for those elderly people who need care to increase their access to 
services, will relieve the existing structure and reduce the costs of health and social care.  

2. TECHNOLOGY FOR ELDERS   

It is known that the utilisation of information and communication technology (ICT) in the World and in Europe is increasing 
day by day. There is a need to use ICT in our country and to make feasibility studies with potential knowledge. At the same 
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time, the development of ICT-based products and supporting technological instruments is important for our country. There 
is a need for sectoral development to produce supporting technological products and products for smart homes. In this 
way, it is thought that both people who has different economic level will be able to access these products and long-term 
care (LTC) will be cost-effective. Because utilisation of technology in care services will optimise number of care staff’s 
employment and simplify delivering of care services. For instance, with the purpose of improving and developing health at 
old age, regular health checks should be made at home on demand and there will be no transportation to hospitals costs. 
The model of home care service supported by technology for elderly people should have standards. Emergency call centers 
which has network with elderly people’s home will be set up in order to provide emergency services to elderly people living 
at their own home. The system will be designed to operate through electronic assistance equipment that elder people who 
can live alone and no need formal care services live in their own home and social environment. Thus, instead of costly 
nursing homes for both government and individuals due to supportive technologies elder people can live in their home 
safely.  In conclusion, promoting the use of ICT and ensuring sectoral development should be supported at all stages of are 
services. In this context, MoFSP is foreseen to make "Project of Utilisation of ICT in Care Services". The project is predicted 
to finish in 3 years. 

2.1. Utilization of Technology in Elderly Care Services  

During the first year of the project mentioned above, fairs and congresses will be visited annually to see technological 
developments that exist or have been made in relation to Care ICT on national and international platforms. As a result of 
these visits, it is aimed to organize fairs and congresses by the Ministry of Family and Social Policy for the selection of the 
technological products which are most suitable for my country and needy people. To exchange information with those who 
will participate in the fairs and congresses organised by project; individual negotiations of entrepreneurs who are willing to 
meet the needs of the needy will ensure that the existing problems can be reached more quickly and clearly, and the 
technology will provide them the solution will be more effective. Within the scope of these activities, this platform will be 
named as "ICT Platform for Care Services", where the NGOs convey their needs about elderly services to entrepreneurs. 
Entrepreneurs who has not fund can meet with angel investors because of this platform. In order to ensure the 
sustainability of the project; MoFSP, local authorities, associations or NGOs will develop criterias for ICT for care. If 
entrepreneur meets the criterias established by the Project, instead of grants, non-monetary incentive programs such as 
facility of gaining patents, invitation to relevant conferences, workshops and training, will provide them by competitions. It 
is ensured that the institutions or organizations included in the project are also members of the “ICT Platform for Care 
Services”. To illustrate, R&D studies that developed by young people who apply through university students or universities 
will compete for the idea of ICT in care and participate in the prototypes they have prepared. The rewards of this 
competition include non-monetary incentives. Through competition young entreprenurs can be recognised by sector and 
investors. Angel investors, the businessmen who invest in the money for young entreprenurs’ ideas, can connect with 
entrepreneurs with this competition. Thus, at the end of mentioned project’s activities will create awareness about market 
of care technologies in Turkey. Puclic sector should support and organise this kind of projects. Fairs, congresses, 
conferences and platforms will hold next first two years. During this period, NGOs interested in "ICT for Care Services" will 
focus on daily living activities will facilitate with technological care and they will come together with private sector and 
angel investors at local level. To see this in concrete terms, applications will be admitted in the designated pilot regions. In 
the first stage; big cities such as Ankara, Eskişehir and Mersin, and in the second stage other cities Adıyaman, Uşak, Kırıkkale 
and Sinop apply ICT in care. In this system; the data of the services performed will be collected in a database which will be 
formed within the Ministry of Family and Social Policy. This will ensure that the project will have a database with robust 
data in the years to come. Based on the existing database, it will be possible to find out where the use of technology that 
will be initiated with the project of "ICT use in care" is widely spread and the percentage of the elderly classified according 
to daily living activities and the percentage of the population according to the country rate will be recorded in a healthy 
manner and access easily. For example, there are “Elderly Living Homes” for elderly people in specific cities in Turkey, they 
can be made as smart home. After providing the ICT-based supportive technological equipment to these homes a short 
information about how to use technologies will be learned by caregivers and monitors will be settled in an institutions, 
namely nursing homes, rehabilitation centres. MoFSP Control room will evaluate care services regularly according to 
monitor records. In case of emergency, the technologic product will send signal to the control room and a staff from the 
nearest health center or health institution will be sent. In case of necessity, intervention will be done immediately. MoFSP, 
MoH, NGOs and local governments will ensure the sustainability of their work by making a protocol between them. As a 
result of this work, it is expected that the care services transformation program will be accelerated so that the project 
outputs will be disseminated to ensure access to qualified and cost-effective care services. 
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3. DATA AND METHODOLOGY 

3.1. Data 

The "World report on ageing and health 2015" emphasises that while some older people will require care and support, 
older populations in general are very diverse and make multiple contributions to families, communities and society more 
broadly (http://www.who.int/mediacentre/news/releases/2015/older-persons-day/en/) For this reason, using Information 
and Communication Technologies (ICT) in care services is an important issue that cost of care services can minimize by 
using this technologies in care. According to the Republic of Turkey Ministry of Family and Social Policies (MoFSP) Decree 
Law No. 633 dated 2011; there is a statement about strengthening of are services "establishing the necessary mechanisms, 
standardizing existing ones, monitoring and supervising the implementation of the social support for the elderly and the 
needy people with disabilities to live their lives without leaving their homes and their social environment".  Moreover, “The 
Situation of Elderly People in Turkey and National Plan of Action on Ageing” of State Planning Organization mentions about 
encouraging development of convenient information technology, taking into consideration the changes that occur in 
physical qualities and seeing capacities of elderly people (State Planning Organization,2007). At the same time, the Turkish 
Active Aging Strategy Document-2017 is designed to support innovative approaches to facilitate the life of the elderly and 
to support research and development (R&D) efforts to develop elderly friendly technologies. 

Figure 1: Population of Turkey, 2013-2075 (TUİK, 2013) 

 

As seen figure 1, The population will increase slowly to the year 2050, and it will reach to its highest value with 93 475 575 
people in this year. After 2050, the population will start to decline, and it is expected to be 89 172 088 in 2075. If the 
current trends of demographic indicators persist, the population of Turkey will continue ageing. Elderly population, which is 
the population at 65 years of age and over, is 5.7 million in 2012 with a proportion of 7.5% and this population will reach to 
8.6 million people with a proportion of 10.2% in 2023 (TÜİK,2013).  

3.2. Methodology 

After retirement, elderly people are pasive, they may have difficulty in moving or may have chronic diseases. Only nursing 
homes are not enough to respond to the growing elderly population. For this reason, it is necessary for cities and homes to 
be smart and care services should be supported with technology. 



2nd World Conference on Technology, Innovation and Entrepreneurship (WCTIE-2017), V.4,p.369-374          Vural, Ozgobek 

_____________________________________________________________________________________________________ 
 DOI: 10.17261/Pressacademia.2017.556                                          372                                                       PressAcademia Procedia 

 
 

 

Figure 2: eCAALYX‘s System Diagram 

 

As seen figure 2, CAALYX (01/2007-12/2008 - http://caalyx.eu/) is a two-year eHealth project funded by the European 
Commission under FP6 (Sixth Framework Programme). It integrates the efforts of eight research, telecomm/industrial and 
end-user partners from six European countries, with the common goal of monitoring the health status of elderly users 24 
hours a day, seven days a week, for the purpose of predicting/detecting any unfolding adverse health conditions and 
preventing complications (Boulos,Lou, Anastasios, Nugent, Alexandersson, Zimmermann, Cortes  and Casas, 2009, p. 1951).  
A range of applications and services that could open up the healthcare market to a new generation of providers, such as 
home monitoring of the health status of the elderly and GPS-enabled phones to help Alzheimer‘s patients when they have 
wandered around or become disorientated, have been prototyped, and some of these solutions are currently being 
marketed to patients and their carers. Enabling wireless technologies, such as Bluetooth, have been shown to be 
enormously useful in data transmission over short distances from fixed or mobile devices. Frail pensioners needing round 
the clock care could well become among the routine users of Bluetooth wireless technology in the near future. Some vital 
signs monitoring systems have already been developed that send sensor data via Bluetooth to a personal computer, which 
can be consulted (even remotely) by a doctor or care workers, enabling them to keep an eye on the health of the patient 
and spot any problems before they become life-threatening (Boulos , Lou, Anastasios, Nugent, Alexandersson, 
Zimmermann, Cortes  and Casas, 2009, p. 1969). As mentioned above such eHealth projects in Europe can be guide for 
Turkey. European countries has older population than Asian countries that Turkey can benefit from their experiences.  

4. FINDINGS AND DISCUSSIONS 

The Elderly Support Program (YADES) project is being implemented in order to improve the services at the local level in 
order to protect and support the elderly people who live in Turkey and who need services and to support those living in 
need of bio-psycho-social care (http://eyh.aile.gov.tr/uygulamalar/yasli-hizmetleri/yasli-destek-programi-yades-2016). 
Utilizing this experience of the institution; It is aimed to expand the use of ICT in home care (eg: smart home) in order to 
care for the level of care based on the daily activities of the individuals in need of care and to provide health care services in 
good quality and cost-effective. For this purpose, it is aimed to provide care service by using coordination center (nursing 
home, rehabilitation centres, family health center etc.) using the software to coordinate the care service. These softwares 
provide coordination between MoH, MoFSP, local governments and Non-Governmental Organizations (NGOs). At the same 
time telemonitoring, telecare, etc. supporting technological products should be established to support home care services. 
As an advice, within this scope, home care services should be organized in the coordination centers of MoFSP, which will be 
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formed by MoH, local government and NGO protocols. These studies; Individuals in need of daily living activity should be 
provided by organizations providing home care services in accordance with procedures and standards. 

In this context; congresses, fairs where national and international parties come together and share should be organised. 
The "ICT Platform for Care", where relevant parties are involved, should be established and sustainability should be 
ensured. These platform members; should be formed national and international actors such as entrepreneurs / angel 
investors, R&Ds, techno-cities, NGOs, etc. For example, technological products such as home security systems, and easy-to-
use communication systems are increasingly used at every age and socio-cultural level. There are university techno parks 
and private sector entrepreneurs working in this field in Turkey. A small fraction of consumers are using ICT technologies in 
care, delivering health care to a small extent and delivering home care services. Joining innovative Approaches for the 
integration and Development of transnational Knowledge clusters policies related to independent living of Elderly (JADE) 
project supported by the EU has been carried out for 3 years since 2011. More than 30 institutions from 5 countries, 
including Turkey, Italy, England, France and Finland, worked together at the JADE Project where The Scientific And 
Technological Research Council Of Turkey (TUBİTAK), İstanbul Metropolitan Municipality, Provincial Health Directorate 
participated in the leadership of Sabancı University in Turkey and 10 institutions from different sectors participated 
(http://www.ibb.gov.tr/sites/avrupa-birligi/abfonlari/Sayfalar/ABProjeler.aspx). With the JADE project, it is aimed to reveal 
the policies and methods that help the elderly to live healthy without needing them in the increasingly average society. 
Institutions from different countries involved in the project have prepared joint work plans to develop new and accessible 
technologies by bringing together R & D centers. The target of new technologies to be developed; It aims to enable the 
elderly people to live their lives without having to depend on anyone and live a healthy and active social life. 

5. CONCLUSION 

To conclude, technological improvements for care will develop according to awareness of sector. With projects and studies 
about technologies for care services all actors in care services will meet with single platform “ICT Platform for Care 
Services”. Applications, such as telomonitoring, telecare etc. from the coordination centers of home care services at the 
local level are expected to be supported by technological products and home care services. At the same time, the training 
of the people working in the public sector is strengthened and the contribution to the care services will be increased. 
Integration and monitoring of MoFSP, MoH, local governments and care services provided by NGOs (especially elderly care 
needs) will be provided. The quality of care services will be enhanced by strengthening local level care providers. On the 
other hand, the level of awareness of the care service quality in the community will also increase. At the national level, 
MoFSP, MoH, the "Integrated Family Information Database" system of local governments will be established. At the 
international level, good practice examples will be learned and shared. The national sector for care services will be 
strengthened by establishing grounds for international cooperation. At all levels, field studies for the utilisation of ICT in 
care services will be monitored, researched, implemented. The results will be evaluated according to protocols will be 
prepared.  
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ABSTRACT  
When the terrorist activities across the world are considered, Turkey is also affected by the migration wave created by it. According to the 
official numbers, Turkey now hosts 3 million migrants whereas the unofficial numbers claim that this reaches to 5 million people.  The new 
lives people establish in Turkey bring several integration problems such as loneliness, social isolation, alienation, regret or feeling 
invaluable. Therefore, it is essential that these people improve their language skills and develop skills in order to leave in harmony and 
peace with the local residents and to overcome the difficulties rising from cultural differences. To serve this aim, integration programmes 
and vocational courses can help people overcome the integration problem as well as help them gain a skill that could create job 
opportunities for them. Within the scope of this research, different courses that could be offered to migrants and their potential impacts 
on these people will be looked into.  
 

Keywords: Integration and vocational courses, migration, education/training  
JEL Codes: G10; G32 
 

1. INTRODUCTION 

The movement of migration can be defined as the act of abandoning a permanent habitat of a population for personal 
reasons in order to live either permanently or temporarily in another place. (Doğanay, 1994). There are several reasons why 
people abandon the countries or cities they were born in. Some of the reasons for migration can be listed as; population 
problems, economic problems, deterioration in environmental conditions, inadequacy of educational conditions, political 
problems and wars. Among them, economic and political problems are the most significant reasons.  Inequality in income 
distribution, economic reasons such as unemployment and poverty have shown that a large number of people are 
abandoning the countries/cities they live in.  Political problems also play a role in forcing people to migrate. Natural 
phenomena such as environmental degradation, climate change, erosion, floods, earthquakes and volcanic eruptions are 
the most important reasons for people to migrate. (Kaştan, 2015). Migration can cause a variety of damages to the mental 
health of children and adolescents such as adjustment or adaptation problems. Köknel (1989) defines the adjustment as 
"the ability of the individual to have and maintain a balanced relationship between his / her self and the environment". 
(Köknel, 1989). Adaptation problems are also reflected in the education of children and adolescents, and these children 
experience various difficulties in the schools. Tufan defines the characteristics of a well-adjusted person as “being able to 
perceive the truth; to be in a comfortable relationship with the facts, to acknowledge oneself without worry, to be natural 
in behaviours, to have motivation for a positive start, to be flexible in behaviours, to have self-confidence, to have 
expectations about life and future”. (Tufan, 1987). Therefore, it is necessary for the individual to adjust the environment 
s/he lives in.  Overcoming the feeling of loneliness, social isolation, regret and feeling insignificant can contribute to the 
country with the achievement s/he will be doing.   

Educational and economic development are inseparable. Training of citizens who can adapt quickly to the needs of the 
information age is one of the basic priorities of the civilized world. Training migrants as well as the citizens and sustaining 
their integration via education so that they can contribute to the society may be considered an important asset within the 
scope of life-long learning. The concept of Lifelong Learning takes place in the studies of many national and international 
institutions and organizations (such as UNESCO, ILO, OECD, EU). (Beycioğlu and Konan, 2008). European union defines the 
life-long learning as activities that aim to improve the individual's knowledge, skills, competences for personal, social or 
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professional development throughout his / her life (European Commission, 2002).  The idea that education encompasses 
the whole of life has existed for a long time (Lindeman, 1926; Yeaxlee, 1929). In recent years there has been an increase in 
interest in lifelong learning to organize it in a much better and professional way.  The aim of the Lifelong Learning model is 
to ensure that both non-formal education and the formal education are carried out successfully. (Köse, 2016). Likewise, 
Ministry of National Education (MonE) states in the article 4-1.e of objectives and duties of Regulation on Non-formal 
Education Institutions document that MoNE “should hold training activities for migrants to help adapt to their new 
environment.” This shows that MoNE attaches importance to training that could address integration of migrants. (Republic 
of Turkey Ministry of National Education, 2010). As for the citizens, the aim of the courses is to improve the cooperation 
between the university - industry and local governments and to find a solution to the problem of unemployment in our 
country. When looked from the perspective of migrants, the aim of the courses is to eradicate the integration problems, to 
contribute to the welfare of the country by raising qualified personnel and to teach history and cultural structure and the 
official language of the country.   

2. TRAINING WITHIN THE SCOPE OF INTEGRATION AND VOCATIONAL COURSE 

The number and accessibility of language courses offered for migrants at public education centres and in some non-
governmental organizations are limited. In addition to the language courses, hobby courses can help migrant spend nice 
time and some special courses that can be offered at universities can address the aspirations of young people who wish to 
pursue a higher education degree. These trainings are defined as “Integration and Vocational Courses” and they should be 
available to all migrants who are unemployed or who do not have a job regardless of their educational level. Courses should 
be organized in such a way that it can to respond to market demands in accordance with the changing needs of the world, 
as well as the scope of innovation and change. 

3. THE SOCIAL ASPECTS OF THE COURSES 

From the perspective of clinical psychology,  migration includes many social factors and it is also a psychologically 
challenging process. From this point of view, psychology of migrants can be affected by pre-migration and post-migration 
factors. Pre-migration factors usually include the personality of the migrant, the way of migration, the country from which 
migrant come from or in which immigrant was exposed to torture. The post-migration factors are; grief related to 
migration, cultural shock, the differences between the expectations and reality in the host country, feeling of belonging in 
the host country, etc. (Republic of Turkey Ministry of Interior Directorate General of Migration Management, 2013). Within 
this context, courses will play a crucial role for migrants to overcome the language and culture problems and will be an 
important step in terms of addressing psychological and social aspects. Once the language and culture problems are 
addressed, adaptation will be much easier and the courses will help them overcome the unemployment problems as they 
will be equipped with necessary skills and knowledge for a job.  

4. INTEGRATION AND VOCATIONAL EDUCATION COURSES  

Vocational courses listed below can help migrants for integration and awareness:  

1. Living in Turkey 

 Political and Legal arrangement 

 Political Participation and Parties 

 Religious Communities 
2. Living in Turkey 

 Searching for a flat and moving 

 Renting and Rent Law 

 Buying a flat 
3. Shopping and Consumer Protection 

 Shopping and Consumer Protection 

 Shopping hours 

 Payment of Purchases 

 Online shopping 
4. Banks and Insurance 

 Money and Bank 

 Legal and Social Insurance 

 Financial and Personal Insurances 
5. Health and Measure 

 Assistance for Diseases and Accidents 
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 Preventive examinations and vaccinations  

 Drug and Addiction Counselling  

 Participation of disabled people in Daily life.  
6. Learning Turkish 

 Turkish for Profession 

 Turkish for refugees 

 Turkish for children and young people 
7. Provision of Integration Processes in the Place of migrants 

• Culture of welcoming 
• Entertainment and sports options 
• Strengthening Competencies 
• Opportunities for women 

8. Informing and Counselling 
• Counselling for Adults 
• Youth counselling 
• Citizenship services 
• Media communication 

9. Education 
• Early childhood education 
• School system 
• Vocational Training 
• Higher Education 
• Adult education 

10.  Job and Occupation 
• Access to the labour market 
• The Equivalency of degrees obtained from abroad   
• Job hunting 
• Special options for professional integration 

 School/Vocational Education Transition 
 Establishing a business and working freelance 
 In-service training 

 Business law 

  Income and tax 
11. Children and Family 

 Childcare 

 Pregnancy and Maternity Leave 

 Parental Allowance and Parental leave 
12. Association and Organisations 

 Associations and Unions 

 Immigration Organisations 
13. Cultural Options 

Migrants who have attended integration training need to work to improve their economic well-being once they have 
provided adaptation to the county and culture. The following vocational courses have been proposed in order to ensure 
that unemployed young people are trained as qualified workers and that they are able to make choices according to their 
job potentials in the areas and skills they are interested in 

How to use a keyboard (F or Q) 
General Information Technologies 
Internet Programming 
Computer Maintenance and Hardware 
Computer Management 
Graphic Design with Photoshop 
Indesign - Graphic Design with Illustrator 
Cleaning Services in Health Institutions 

Worker Health and Work Safety in Health Institutions 
Work Accidents and First Aid Training 
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Home Phone Repair 
Network Systems 
Programming CNC 
Advanced CNC Applications 
Technical Drawing-1-2 
Hydraulic and Pneumatic-1-2 
Industrial Control with Plc-1-2 

Natural Gas and Heater Installation 
Worker health and safety 
Private Security Certificate Program 
Safety Systems Installation, Maintenance, Repair Certificate Program 
Fire and Explosion Certificate Program 
Security Systems Automation Staff Certificate Program 

Cameraman 
Basic Photography 
Social Media Management 
Content Management in Social Media 
Interpersonal communication 
Research Techniques in the Media 

5. CONCLUSION 

The aim of the proposed courses is to address the need for qualified labour force by providing integration and vocational 
training for migrants, thus seeking a solution to the problem of unemployment of the country and increasing the welfare of 
the country. The aim is to ease adaptation of migrants, to raise unemployed youth as qualified members of society and 
encourage them to work in the labour market of the region they are living in accordance with their skills and interests. 
Finally, the aim is to help people at all levels to adapt to innovation and change in today’s world, and to ensure that they 
are lifelong learners within context of equal opportunities. 
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ABSTRACT 
The Azerbaijan economy has been more sensitive to the fluctuations in the world market. Unlike from the other developing countries, the main 
source of this relationship has been oil-gas products. That is why, the falling oil prices in the world oil market has affected the macroeconomic 
situation in Azerbaijan. In this context, the main goal of the paper is to investigate the fiscal policy in Azerbaijan for the last decade. The author 
applies the correlation and data analysis of the state budget of Azerbaijan with investigating the relationship between the transfers from the 
State Oil Fund (SOFAZ) and some groups of the expenditures.  
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1. THE STATE BUDGET AND OIL TRANSFERS 

The fiscal policy has the key power to foster the economic development in the world. That is why, the allocation of the financial 
resources in state budgets and to diversify them to the governments’ needs as expenditures are the main part of this policy. 
However, the source and percent of the revenue varies in the world countries. The Azerbaijan economy has been affected from 
the oil gas revenue. Ultimately, the transfers from the SOFAZ has been the key donor for the state budget of Azerbaijan in the 
last decade. Logically, increasing resource revenue enhanced the level of the public spending. Unfortunately, the economy was 
“infected” with the oil revenue in the booming years of the oil-gas sector. The main reason of the “infection”, is the inefficient 
spending of the government revenues. Furthermore, the correlation coefficient r between oil transfers and the groups of the 
public expenditures have been more than 0.7 (except for the expenditure on agriculture). 

Graph 1: Revenues and Expenditures of the State Budget, in billions USD 

 
Source: The state Statistical Committee of the Republic of Azerbaijan, The Ministry of Finance of the Republic of Azerbaijan 
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The revenue and expenditure of the state budget oscillated in the last decade. So, in five years from 2007 to 2012 the size of 
the budget increased more than three times. However, in the next five years the state budget has lessened by more than 50% 
(Graph 1). The main reasons to take into consideration on this trend are the role of oil transfers, the falling oil prices, and the 
depreciation of the national currency.  Not only size of the state budget, but also the distribution of the public spending has 
been unstable. The percent of the public expenditure on education and social protection, security has been around 10% of the 
total government spending. On the contrary, the shares of the government expenditure on health care and agriculture have 
changed between 2% and 5% of the total expenditure. With attention to the expenditure on construction, we can see the 
crucial trend in the last decade. Particularly during the booming years of the oil-gas sector, the government spent more than 
one third of the gross expenditure (Table 1).  

Table 1: The Classification of the Expenditures of the State Budget, % of the total expenditure 

Definition 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Education 13% 12% 9% 11% 10% 8% 8% 8% 8% 9% 11% 11% 

Health care 4% 4% 3% 4% 4% 3% 3% 3% 4% 4% 5% 5% 

Social protection 
and security 9% 10% 8% 10% 10% 10% 10% 9% 11% 10% 12% 13% 

Construction 23% 32% 26% 45% 30% 22% 33% 36% 33% 39% 22% 11% 

Agriculture 3% 4% 2% 4% 3% 3% 3% 2% 3% 3% 4% 5% 

Source: The state Statistical Committee of the Republic of Azerbaijan, The Ministry of Finance of the Republic of Azerbaijan 

First thing to remember is the crude oil prices in the world market. The last decade has become the historical period for the oil 
exporting countries. That is why, the level of the prices has been doubled and then fallen by more than 100% (Graph 2). 
Without a doubt this situation had impact on the resource dependent economies, including Azerbaijan.  

Graph 2: The World average crude oil price, per barrel, USD 

  
Source: OPEC, http://www.opec.org/opec_web/en/data_graphs/40.htm 

 

Moreover, it is enough to take into consideration the trend of the oil transfer from SOFAZ to the state budget. There is logical 
relations between the world oil prices and the amount of the transfers. In the years of the higher prices, the government has 
“infected” the state budget with the resource revenue, and enhanced the level of the dependence from the oil sector (Graph 
3). Fortunately, there is reasonable amount of assets (USD 35 822.1 million, as of October 1, 2016) has left in the reserve fund 
(SOFAZ, 2016).  
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Graph 3: The Transfers from SOFAZ 

 
Source: The Ministry of Finance of the Republic of Azerbaijan 

By all means, the main questions have been how much oil rent to spend as a transfer and save in the fund. From 2008 to 2009 
the amount of the transfers rocketed to 6 billion USD (48% of the total revenue). Unfortunately, the dependence of the state 
budget from the oil increased in the next years with the double amount. Furthermore, more than 50% of the total revenue was 
organized by oil transfers between 2012 and 2015. (Graph 3 and 4).  

Graph 4: The Transfers from SOFAZ, Percent of the Total Revenue 

 

Source: The Ministry of Finance of the Republic of Azerbaijan 
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Logically, the share of the oil transfers has decreased in the total revenue. The government tries to explain these changes as an 
attempt to diversify and minimize the dependence from the oil rents. Without a doubt, the main reason is the falling oil prices 
in the world oil market. The structure of the study is organized as below. The methodology explains the author’s approach to 
the research. Then, the study continues with indicating the main features of the group of the public expenditure in Azerbaijan. 

 -

 2.000

 4.000

 6.000

 8.000

 10.000

 12.000

 14.000

 16.000

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

In millions USD In millions Manat

15% 

10% 10% 

48% 

43% 
41% 

57% 58% 

51% 

59% 

41% 
38% 

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 



2nd World Conference on Technology, Innovation and Entrepreneurship (WCTIE-2017), V.4,p.379-392          Huseynov 

_____________________________________________________________________________________________________ 
 DOI: 10.17261/Pressacademia.2017.558                                           382                                                       PressAcademia Procedia 

 
 
 

Apart from that, the author try to investigate the recent researches in the fiscal policy of Azerbaijan. The next sections are 
devoted to the results of the analysis and to discuss them. Finally, the paper concludes with the summary of the analysis and 
comments on the fiscal policy in Azerbaijan. 

2. METHODOLOGY 

The study characterizes the public expenditure in Azerbaijan with applying the correlation analysis between the selected 
expenditures and the transfers from SOFAZ to the state budget in order to investigate the potential relationship and the 
efficiency. At the end of the analysis, we can understand that, in which level these variables have been correlated with each 
other. Apart from that, we will able to investigate which group public expenditures have been related to the oil transfers with 
implementing comparisons. 

3. DATA 

The main source of the data is exported from the State Statistical Committee of the Republic of Azerbaijan, the Ministry of 
Finance of the Republic of Azerbaijan. The author has taken the data for the period of 2006-2017 for the correlation analysis in 
order to investigate the relationship between the variables. The variables are the followings: 

 Oil transfers from SOFAZ to the state budget 

 Expenditure on Education 

 Expenditure on Health Care 

 Expenditure on Social Protection and Security 

 Expenditure on Administration: the Legislation and Executive government authorities 

 Expenditure on Construction 

 Expenditure on Agriculture 

On the other hand, in each table, the source of the data have been mentioned with only names. The relevant data can be 
accessed from the web links in the websites. The main limitation for the data is the misallocation in one source. So, in the 
official portal of the State Statistical Committee of the Republic of Azerbaijan, the information about state budget is available 
only with general numbers. That is why, the author should take investigate to find the missing information from the other 
official authorities. In this context, the author has collected some parts of the data from the State Statistical Committee of the 
Republic of Azerbaijan and some of them from the Ministry of Finance of the Republic of Azerbaijan. Interestingly, the 
government has accepted the new budget for 2017 with the less numbers in comparisons with the previous years. The main 
reasons for this situation have been the declining oil rents and the devaluation of the national currency. 

Graph 5: The Government Expenditure on Education  

 
Source: The state Statistical Committee of the Republic of Azerbaijan, The Ministry of Finance of the Republic of Azerbaijan 

The government expenditure on education shows upward trend by 2014 in the national and foreign currencies. As matter of 
fact, the amount of the educational spending grew 4 times between 2006 and 2014, reaching 2 billion USD. In contrast, due to 
the devaluation of the national currency the amount of the educational spending has been projected half of the previous years’ 
numbers (Graph 5).  
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Graph 6: The Government Expenditure on Health Care 

 
Source: The state Statistical Committee of the Republic of Azerbaijan, The Ministry of Finance of the Republic of Azerbaijan 

The government expenditure on health care shows also upward trend by 2014 in the national and foreign currencies. As the 
result of the increasing size of the revenue, the amount of the health care spending grew more than 2 times between 2007 and 
2014. On the contrary, due to the devaluation of the national currency the amount of the spending has been projected half of 
the previous years’ numbers (Graph 6). 

Graph 7: The Government Expenditure on Social Protection and Security  

 
Source: The state Statistical Committee of the Republic of Azerbaijan, The Ministry of Finance of the Republic of Azerbaijan 

Another government expenditure, social protection and security spending shows also upward trend by 2014 in the both 
currencies. As the result of the increasing size of the revenue, the amount of the social spending grew more than 4 times 
between 2007 and 2014. Moreover, due to the devaluation of the national currency the amount of the spending has been 
projected half of the 2014 numbers (Graph 7). 
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Graph 8: The Government Administrative Expenditure of the Legislation and Executive Government Authorities 

 
Source: The state Statistical Committee of the Republic of Azerbaijan, The Ministry of Finance of the Republic of Azerbaijan 

The government administrative expenditure of the Legislation, and Executive government authorities fluctuated and peaked in 
2013-2014 with the more than half billion of USD. Interestingly, the main reason of this development was not only the 
qualitative increase of the living standards of the civil servants, but also establishing new inefficient government bodies. 
Moreover, due to the devaluation of the national currency the amount of the spending has been projected half of the 2014 
numbers (Graph 8). 
Graph 9: The Government Expenditure on Construction  

 

Source: The state Statistical Committee of the Republic of Azerbaijan, The Ministry of Finance of the Republic of Azerbaijan 

 

At the same time, the government has spent the crucial part of the revenue to the construction sector. So, the percent of the 
expenditure on construction changed between 22% and 45% (almost half, 2009, Table 1) from 2006 to 2016. On other hand this 
number peaked by 9 billion USD in 2013. Finally, after the falling oil prices, the government understood that, there is need to 
cut this expenditure. That is why, the expenditure on construction in the projected state budget for 2017 will be 9 times less 
than 2009, equal to 11% of the total revenue (Graph 9). 
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Graph 10. The Government Expenditure on Agriculture  

 
Source: The state Statistical Committee of the Republic of Azerbaijan, The Ministry of Finance of the Republic of Azerbaijan 

The government expenditure on agriculture shows upward trend by 2014 in the national and foreign currencies. As the result, 
the amount of the agricultural spending grew more than 2 times between 2007 and 2014. In case of the devaluation of the 
national currency, the amount of the agricultural spending has been projected for 2017 more than current year (Graph 10).  The 
main goal of the government to foster the non-oil sector to invest in the agricultural sector.  

3. FISCAL POLICY IN AZERBAIJAN  

The efficient management of the public expenditure and revenue is the key feature of the fiscal policy. First aspect in the fiscal 
policy in Azerbaijan has been the contribution of the oil rents to the state budget. The Oil Fund of the Republic Azerbaijan 
(SOFAZ) is the key player in the economic policy of Azerbaijan. First thing to remember, the Azerbaijan economy has 
experienced varied booms and downturn due to the resource dependent economy in the last decade. The key feature of the 
public expenditure management to take into consideration the lack of the sustainability of the public revenue, the abnormal 
increase of the spending in the years of the booming oil-gas sectors. That is why, this dependence from the one source: oil-gas 
export can create more challenges for the Azerbaijan economy (Aslanli, 2015). On the other hand, the Azerbaijan government 
could manage to prevent the negative effects of the world economic crisis in 2008-2009. Unfortunately, the main reason for 
this achievement was not the sustainable economic development. The oil rents played crucial role to stabilize the situation 
(Guliyev, 2013). Consequently, a 1% rise in the oil prices has increased a 1.66% growth in the capital spending of the state 
budget. Thus, this relationship between oil-gas sector and the fiscal policy shows the importance of the dependence from the 
one factor (Gurbanov, Nugent, and Mikayilov, 2015). As a result of the falling oil prices since 2014, the government has started 
to consider to cut the public spending in some directions. However, this process can motivate to concentrate on the 
development of the non-oil sector. In the contrast, the government should compensate the decreasing share of the oil rents in 
the revenue of the state budget. So, any increase in the tax collection can be solution to remedy the situation. On the other 
side, it may has the negative impact on the non-oil sector (Aliyev and Nadirov, 2016).  The size of the state budget for the next 
year proves that, the government’s expectation about the oil prices is not optimist and they admit that, the situation will be 
more difficult than previous years (CESD, 2016). 
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4. RESULTS 

Table 2 and Graph 11 identify the correlation between oil transfers and administrative expenditure of the legislation, executive 
government authorities. As the result of the analysis, there is a strong positive linear relationship between these variables.  

Table 2: The Correlation between Oil Transfers and Administrative Expenditure of the Legislation and Executive Government  
Authorities 

 
Transfers from 

Oil Fund 
Expenditure on 
Administration 

Transfers from Oil Fund 

Pearson Correlation 1 .725
**

 

Sig. (2-tailed)  .008 

N 12 12 

Expenditure on Administration 

Pearson Correlation .725
**

 1 

Sig. (2-tailed) .008  

N 12 12 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: According to the Statistics author’s own analysis 
 

Graph 11: The Correlation between Oil Transfers and Administrative Expenditure of the Legislation and Executive 
                   Government Authorities 

 
Source: According to the Statistics author’s own analysis  
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The Azerbaijan government projects to spend 11% of the total public spending for the construction purposes in 
2017 (Table 1). However, this indicator is 100% less than the current year. In fact, the main reason is the declining 
oil rents in the economy. In this context, there is strong positive linear relationship between the oil transfers and 
the expenditure on construction (Table 3 and Graph 12). 

Table 3: The Correlation between Oil Transfers and the Expenditure on Construction 

 
Transfers from 

Oil Fund 
Expenditure on 

Construction 

Transfers from Oil Fund Pearson Correlation 1 .881
**

 

Sig. (2-tailed)  .000 

N 12 12 

Expenditure on Construction Pearson Correlation .881
**

 1 

Sig. (2-tailed) .000  

N 12 12 

**. Correlation is significant at the 0.01 level (2-tailed). 
Source: According to the Statistics author’s own analysis 

Graph 12: The Correlation between Oil Transfers and the Expenditure on Construction 

 
Source: According to the Statistics author’s own analysis 
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The Azerbaijan government projects to spend 5% of the total public spending for the agricultural purposes in 2017 (Table 1). In 
contrast, this indicator is 214 million USD more than the current year. That is why, there is moderate positive linear relationship 
between the oil transfers and the expenditure on agriculture (Table 4 and Graph 13). 

Table 4: The Correlation between Oil Transfers and the Expenditure on Agriculture 

 
Transfers from 

Oil Fund 
Expenditure on 

Agriculture 

Transfers from Oil Fund 

Pearson Correlation 1 .667
*
 

Sig. (2-tailed)  .018 

N 12 12 

Expenditure on Agriculture 

Pearson Correlation .667
*
 1 

Sig. (2-tailed) .018  
N 12 12 

*. Correlation is significant at the 0.05 level (2-tailed). 
Source: According to the Statistics author’s own analysis 

Graph 13: The Correlation between Oil Transfers and the Expenditure on Agriculture 

 
Source: According to the Statistics author’s own analysis 

The Azerbaijan government projects to spend 11% of the total public spending for the education purposes in 2017 (Table 1). On 
the other hand, this indicator is 929 million USD less than 2014 due to falling oil rents. That is why, there is strong positive linear 
relationship between the oil transfers and the expenditure on education (Table 5 and Graph 14). 
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Table 5: The Correlation between Oil Transfers and the Expenditure on Education 

 
Transfers from 

Oil Fund 
Expenditure on 

Education 

Transfers from Oil Fund 

Pearson Correlation 1 .761
**

 

Sig. (2-tailed)  .004 

N 12 12 

Expenditure on Education 

Pearson Correlation .761
**

 1 

Sig. (2-tailed) .004  
N 12 12 

**. Correlation is significant at the 0.01 level (2-tailed). 
Source: According to the Statistics author’s own analysis 

 

Graph 14: The Correlation between Oil Transfers and the Expenditure on Education 

 
Source: According to the Statistics author’s own analysis 

 

The Azerbaijan government projects to spend 11% of the total public spending for the health care in 2017 (Table 1). 
Nevertheless, this indicator is 43% or 350 million USD less than 2013 due to falling oil rents and the devaluation of the national 
currency. That is why, there is strong positive linear relationship between the oil transfers and the expenditure on health care 
(Table 6 and Graph 15). 
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Table 6. The Correlation between Oil Transfers and the Expenditure on Health Care 

 
Transfers from 

Oil Fund 
Expenditure on 

Health 

Transfers from Oil Fund Pearson Correlation 1 .792
**

 

Sig. (2-tailed)  .002 

N 12 12 

Expenditure on Health Pearson Correlation .792
**

 1 

Sig. (2-tailed) .002  

N 12 12 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: According to the Statistics author’s own analysis 

Graph 15. The Correlation between Oil Transfers and the Expenditure on Health Care 

 
Source: According to the Statistics author’s own analysis 

The Azerbaijan government projects to spend 13% of the total public spending for the social protection, security 
purposes in 2017 (Table 1). At the same time, this indicator is 52% or 1.3 billion USD less than 2014 due to falling 
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oil rents and the devaluation of the national currency. That is why, there is strong positive linear relationship 
between the oil transfers and the expenditure on social protection, security (Table 7 and Graph 16). 

Table 7: The Correlation between Oil Transfers and the Expenditure on Social Protection and Security 
 

 
Transfers from Oil 

Fund 
Expenditure on 

Social Protection 

Transfers from Oil Fund 

Pearson Correlation 1 .842
**

 

Sig. (2-tailed)  .001 

N 12 12 

Expenditure on Social Protection 

Pearson Correlation .842
**

 1 

Sig. (2-tailed) .001  

N 12 12 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: According to the Statistics author’s own analysis 

Graph 16: The Correlation between Oil Transfers and the Expenditure on Social Protection and Security 

 
Source: According to the Statistics author’s own analysis 

5. DISCUSSIONS 

The most striking result to emerge from the data is that there has been positive linear relationship between the oil transfers 
from SOFAZ and the selected government expenditures. The most remarkable correlation is with the public spending on 
construction. That is why, within the booming years of the oil sector, the government has increased the share and amount of 
the expenditure to the construction projects. On the other hand, the least correlation coefficient in the selected variables is in 
the relationship between the oil transfers and the expenditure on agriculture. The main reason is the new approach by the 
government to the agricultural development in order to diversify the economy and to minimize the resource dependence. By all 
means, when there have been more resource revenues the government has spent more or vice versa. In fact, the Azerbaijan 
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economy experiences the most difficult time in the last decade. Apart from the selected public expenditures, there are crucial 
cuts for other directions too. Surprisingly, the government still considers that, this dramatic changes in the fiscal policy, 
particularly, the decreasing oil transfers from SOFAZ is the important step to minimize this dependence. However, the 
government projects to collect more taxes in the comparison with previous years. As the result of these decisions, tax burden 
may affect the taxpayers negatively.  

6. CONCLUSION  

This paper has investigated the relationship between the oil transfers and the selected government expenditures. The results 
has shown that, there have been strong linear correlation between the oil transfers from SOFAZ and all of the selected 
expenditures. So, the coefficients of the correlations analysis of the variables have changed between 0.67 (expenditure on 
agriculture) and 0.88 (expenditure on construction). In general, the state budget of Azerbaijan has been “infected” with the 
resource revenue. The revenue and expenditure of the state budget oscillated in the last decade. So, in five years from 2007 to 
2012 the size of the budget increased more than three times. Not only size of the state budget, but also the distribution of the 
public spending has been unstable. Without a doubt the falling world oil prices had impact on the resource dependent 
economies, including Azerbaijan. By all means, the main questions has been how much oil rent to spend as a transfer and save 
in the fund.  
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ABSTRACT  
Consumers give each other gifts for various reasons in every culture and they spend considerable amount of time and money on gift giving 
activity. Thus, gift giving behavior which is a need of consumers to be satisfied deserves a lot of academic studies and in this conceptual 
paper, gift giving behavior is examined in details after a comprehensive literature review. E-business is exponentially developing and digital 
marketing is trying to find out solutions for the problems of consumers more efficiently and effectively. In this exploratory research, after 
analyzing the problems consumers facing when they are trying to satisfy their need of gift giving, an innovative e-business model to coach 
consumers for their gift giving behaviors is suggested. This paper presents new study areas for academicians and new business 
opportunities for practitioners.   
 

Keywords: Gift giving behavior, e-business model, digital marketing, innovation, e-marketing  
JEL Codes: M310 
 

1. INTRODUCTION  

Consumers’ needs are various and marketers are trying to satisfy these needs by developing new products, services, and 
systems to deliver these products and services to them. People from time to time give gifts to others for different motives 
and reasons on different occasions, and thus, gift giving should be considered as a significant need to be satisfied by 
marketers (Lee and Kim, 2008). Though gift giving behavior is observed in every culture, the way people give gifts, the 
products people give as a gift, and the occasions on which people give gifts to others might vary. Many academicians have 
done a lot of research on gift giving behavior in various cultures. However, so few studies have been done on problems 
consumers face when giving gifts. To better serve to consumers, it is marketers’ job to examine these problems in details, 
so that new solutions might be presented to consumers. E-commerce and digital marketing is expanding thanks to 
developing technology and finding better solutions to consumers’ problems. Billions of dollars is spent on online shopping 
by consumers and new actors appear in the e-business area and by disruptive innovation gain big shares in the marketplace 
and gain competitive advantage on e-commerce (Angelides, 1997; Tikkanen, 2009).  Lots of innovations are made in various 
industries such as tourism (e.g., hotel reservations, Airbnb), car rentals (e.g., Uber), online retailing (e.g., Alibaba.com, 
Amozon.com), and etc. It is believed that it is possible to solve many of the problems consumers face when they are giving 
gifts to others by developing a new e-business model which will increase the service level and create more value to 
consumers. After examining consumers’ gift giving behaviors, I suggest a new e-business model in this paper and draw a 
framework how this new e-business model will work. In fact, the idea of such an e-business model first came to my mind in 
2002. However, e-trade was not so much developed then, and technology was still not sufficient enough to develop such a 
system. Moreover, it would be difficult to convince the people about the need for such an e-business model. Since then, so 
many interviews with related people such as academicians, businessmen, consumers, angel investors, and incubator 
investors, and computer software firms have been done and beneficial ideas have been gathered. In addition, lots of 
observations have been done about the developments in e-trade and digital marketing. These make this paper original and 
it is believed that it will contribute to gift giving behavior literature, digital marketing literature, and rising e-commerce.  

2. LITERATURE REVIEW  

People spent a lot of money on gift giving and almost 10% of the retail sales come from gift shopping and internet is used as 
an important medium for gift searching and buying, so there are big opportunities for organizations which serve to this 

mailto:fapaydin1@yahoo.com
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giant gift market (Jeng, 2013; Segev et al., 2013; Lee and Kim, 2008; Goode and Harris, 2007; Burke, 1997). Gift giving is a 
complicated activity and that is why a lot of research has been carried out in different scientific disciplines such as 
marketing, economy, sociology, and anthropology (Saad and Gill, 2003). Shopping for gift buying might be a desirable 
experience which some people might enjoy doing; however, to some people it might be a burdensome task which is time 
and energy consuming. Thus, it is believed that for this type of consumers a new e-business model is needed. Reichheld and 
Schefter (2000) focus on the need for choosing the right target customers even online although some e-businesses target a 
wide range of customers to make more profits. They believe that it is needed to be able to create loyal customers. Lee and 
Kim (2008) propose that consumers prefer to use the retailers that more useful and familiar to them. They all mentioned in 
their study that more and more people prefer online gift shopping and more academic studies need to be done about it.  

A modern marketing approach is customer relationship management and internet makes it easier to apply. The logic behind 
this approach is developing long lasting relations with the customers, so that both sides benefit from this exchange relation. 
It is believed that internet is an outstanding medium to apply this marketing approach for the following reasons: Constant 
availability of information, interactivity, efficient transfer of information, individuality, and integration of communication 
and transaction (Bauer et al., 2002). Therefore, internet provides many opportunities to the businessmen. Another 
important marketing strategy used is customization which is tailoring the marketing activities according to the individuals’ 
needs and database marketing are also modern marketing approaches requires and facilitates new ways of satisfying 
customers online (Huizingh, 2002; Luo, 2002; Keeney, 1999; Albert, 2004). Not only internet is already a vital tool to apply 
customization but it is believed that it also engenders the suggested e-business model in this paper. Srinivasan et al. (2002) 
explored the factors that impact e-loyalty in their study. One of the factors affective is customization. In their scale they 
measured customization with five items all of which is believed to reveal the need for the e-business model suggested in 
this paper. Internet is changing the feature of competition and new channels are being developed to carry out exchange 
activities and develop exchange relationships with customers (Montoya-Weiss et al., 2003). Parsons et al. (1998) 
contributed to the development of the concept of digital marketing. They say that digital marketing consists of two main 
activities: leveraging the unique capabilities of new interactive media and integrating interactive media with the other 
elements of the marketing mix. I believe that this definition forms the bases of the suggested e-business model in the paper 
in that this model might give the marketers to exert marketing activities in more integrated way. 

2.1. Gift giving Reasons (motives) 

Gift giving behavior is widely observed among consumers in every society. Goodwin et al., (1990) categorize gift giving 
behaviors as voluntary or obligatory motives.  People give each other gifts for so many reasons (Mayet and Pine, 2010; 
Jeng, 2013; Parsons, 2002). Segev et al. (2013) in their research used three main motives of gift giving as facilitating the 
development of desired identities, the desire for protection from potential harm, and the desire to obtain valuable 
resources from others. However, these motives fall short to comprehend all the motive of giving gift. In the literature, there 
is no comprehensive categorization of gift giving behavior. Thus, there is need to make such a categorization, and in this 
paper, the motives and reasons are categorized as:  

Social reasons 

 To maintain social relations  

Cultural reasons 

 On special occasions and days  

Altruistic reasons  

 Some people might give gifts to people they do not know  

Religious reasons 

 To give an example, commemorating religious days is seen in almost every culture. For example for 
Christians Christmas is an important day and people give each other gifts on this day. In  

Economic reasons 

 Motivate people such as workers, students etc.  

 Develop business relations 

In different societies, different reasons might work more than others, and this is an important topic to research and cross 
cultural studies need to be done to compare societies. Gift giving is an important task and needs extra attention since it has 
a potential to effect relations and thus people’s psychological well-being and to me professional support is needed when 
choosing a suitable gift for a person. According to Joy (2001) and Lowrey et al. (2004) gifts should satisfy the need of the 
recipient and be good indicator of the strength of the relationship, and to them, gifts should be relevant to the occasion.  
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Mayet and Pine (2010) and Clarke (2008) stress the significant role of gifts in a society and its potential to effect relations. 
They categorize the fundamental elements in the gift giving process as the giver, the recipient, the occasion, and the gift. I 
believe that a fifth element needs to be included and that is the gift provider. The gift provider supplies the gift and directly 
influences how well the gift giving process works. Belk (1996) determined six attributes a gift should have in order to 
perform its function (satisfy both the giver and recipient and add value to both them and the relationship between them). 
They are:   

1. Illustrate true giver sacrifice. 

2. The givers only wish should be the recipient happiness. 

3. The gift is a luxury. 

4. The gift is distinctively appropriate to the recipient. 

5. The recipient is surprised by the gift. 

6. The gift succeeds in pleasing the recipient. 

To decide whether a gift possesses these attributes is a burdensome and complicated task for people and needs a lot of 
time and energy, so gift givers need professional lead.  

2.2. Problems Consumers Face When Giving Gifts 

Marketing consists of so many decisions and activities to find solutions to problems of consumers. Consumers face many 
serious problems some of which even might damage their relations and cause unhappiness for people when they want to 
give a gift to a person. If marketers and businessmen understand what kind of problems occur in the gift giving process of 
consumers, they might develop solutions and by creating higher value they can make more profit in return. When literature 
is reviewed I could not have reached a study dwelling upon the problems people are facing when giving gifts from 
marketing perspective. In this part, these potential problems are categorized into four groups as negligence, lack of 
knowledge, lack of resources, and situational problems and they are listed below, and it is believed that academicians 
should explore these problems thoroughly:   

Negligence  

 to forget special days or follow them  

 to buy a similar gift for the same person repeatedly because of negligence  

 to buy gift the person might not be interested in 

 not being able to follow the innovations 

Lack of knowledge 

 to fail to choose an relevant gift for a relevant situation 

 to buy a good as a gift a person already owns 

 to buy a gift out of fashion 

 to buy a poor quality gift 

 to buy an irrelevant product as a gift (wrong size, wrong color, not suitable for an age group, not suitable for 
status of a person, etc.) 

 to buy a product which another person around the person already owns 

Lack of resources 

 not to have enough time to shop for gifts and choose a gift and deliver it to the person 

 not being able to afford a gift  

 to buy a cheap product 

Situational problems 

 not being able to deliver the gift to the person because of time or location difference 
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2.3. Occasions on Which Turkish People Buy Gifts 

People as discussed above give gifts to others for different motives on some occasions. These occasions might change form 
culture to culture, and cross-cultural research should be done to better understand cultural differences. Some occasions on 
which Turkish people give gifts to others are listed below. On some occasions listed below people deliver gifts on some they 
receive gifts.  More research needs to be done in every culture to find out on what occasions people give each other gifts.  

 Birthdays  

 Wedding anniversary 

 On new year (1st of Jan.) 

 Religious festivals  

 Saint Valentine’s day 

 Mothers’ day 

 Fathers’ day 

 When people graduate from a school 

 When people win an exam (e.g. university 
entrance exam) 

 When people are promoted at job 

 When people find a job 

 When people get their first salary (they buy 
gifts to their parents or people who have 
contributed to their education) 

 When mothers give a birth 

 When couples visit their parents for the first 
time after they marry 

 April 23 Children's Day 

 When schools close and students get report 
cards 

 When people visit an orphan child or lonely 
elderly 

 When people learn that a relative is pregnant 

 When people get engaged 

 Poor students 

 Poor people 

 People exposed to disaster 

 People getting married 

 When people visit the newly married couples 
for the first time 

 When people buy a house or car 

 When children start school 

 When people come back from a long trip 

 When people make pilgrimage 

 Teachers’ day 

 To develop business relationships 

 

3. DATA AND METHODOLOGY 

The questions the paper is trying to find answer are as follows: 

 What are the motives of buying gifts? 

 What are the situations for which consumers buy gifts for others? 

 What kind of problems consumers face when they are buying and giving gifts? 

 How are current e-businesses serving consumers to help them buy gifts? 

 What kind of solutions can businessmen find for the problems consumers face when buying gifts?  

In this exploratory study, three main methods to gather data are used. A comprehensive literature review is done to find 
answers for the research questions. Another method used is content analysis. So many gift selling and retailer websites are 
analyzed to observe the way they serve to consumers and some are as follows: amazon.com, alibaba.com, ebay.com, 
gifts.com, thebrilliantgiftshop.co.uk, giftsforeurope.com, giftsnideas.com, giftalove.com. On world’s most used search 
engine google.com, following key words are searched to whether such a business model exists: Top ten gift selling websites, 
top ten web retailers, top ten present selling websites, shopping for gifts, gift coaching online. The third method used is 
depth interviews. As depth interviews are frequently used by researchers in exploratory studies since they might provide 
valuable insights about the research topics, I preferred this method to get the ideas of shoppers, academicians, 
representatives of computer software firms, angel investors, business incubators, and businessmen. Unstructured 
questions are asked to these people to learn their views about the topics explored in this paper and the suggested e-
business model. The data gathering process and observation on the developments in digital marketing started in 2002 and 
consumers’ online shopping behaviors.  

4. FINDINGS AND DISCUSSIONS 

The literature review reveals that businessmen should make innovation to create more value to consumers and gain 
competitive advantage. Online retailing presents to a lot of opportunities to businessmen and entrepreneurs who find and 
develop new business models in an innovative way online become successful in the market place in a very short time. I have 
not faced such an e-business model suggested in this paper at e-commerce. 

The results of content analysis show that there is a gap in the market place in serving consumers for their gift giving 
behaviors. Many online retailers exist but none of them really coach consumers in their gift giving activities. Most 
interesting findings have been got through depth interviews. The model is explained to several marketing academicians and 
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whether such a system would work or not is asked to them. Their reactions were positive but they believed that it is 
difficult to start such an e-business model. Some meetings were arranged with representatives of computer software firms. 
Their ideas about the suggested e-business model are asked and whether it is possible to realize such a model. Most of 
them believed that it is possible to realize such a system but it would require a considerable amount of financial resources.  
Some also accepted to be a representative of this idea and try to promote the idea. It was interesting to see that angel 
investors and business incubators were not reluctant to support such an e-business model. One reason might be that they 
failed to understand the logic behind the system and another reason might be that they found it difficult to realize and risky 
to operationalize. It was really interesting to see that almost all of the shoppers interviewed took up the idea seriously and 
got excited about it and they mentioned they would like to benefit from such an e-business model. Shoppers were also 
asked the problems they face in their gift giving activities and how important it was for them to give gifts to others. Their 
answers were all supporting the observations I did.   

5. SUGGESTED INNOVATIVE E-BUSINESS MODEL 

An important task done is content analysis of so many online shopping sites such as Amozom.com, Alibaba.com, etc. What 
these sites offering for people’s gift giving need is millions of products categorized which is believed to make consumers’ 
decision making even more difficult. Some are just providing advice to consumers what to buy to whom. Making decision 
for consumers is time and energy consuming. It is out of scope of this paper to discuss consumer decision types but if this 
topic is analyzed in details it will be possible to support this e-business model. Thus, it is not a surprise to see that current 
online retailers fail to offer solutions to problems which consumers experience when they are intending to give gifts to 
others.  So a new e-business model needs to be developed. One of the costs consumers pay is search cost (Szymanski and 
Hise, 2000; Zeithaml et al., 2002; Bakos, 1997) and this suggested model will help reduce search cost to a minimum level for 
the consumers. Parsons et al. (1998) predict that new intermediaries will appear in some cases driving the existing classical 
ones out of competition. This prediction should encourage marketers that the suggested e-business model will work. For 
this model to be successful, gaining customer trust is vital since many business attempts fail due to consumers’ suspicions 
about online selling systems. Especially to develop long lasting relations (though this is being questioned by some 
academicians whether it is relevant on online context) and thus to earn profits, customer trust is necessary (Reichheld and 
Schefter, 2000). Luo (2002) suggests trust building mechanisms which should be taken into consideration by the 
practitioners. Such mechanisms might be useful gain consumer trust.  The fundamental steps in this model is to remind the 
customers about the relevant gift giving occasions and the people they need to give gift, to help consumers in choosing the 
suitable gifts for the people they intent to give ( a kind of coaching them), and deliver the gift either to the recipient or the 
gift giver. These are the significant and complicated processes in the e-business model to be carried out delicately. In short, 
this model is designed to coach customer for their gift giving behavior and help them easily do gift giving activities by 
spending minimum time, energy, and effort. This model is believed to create value to consumers by helping them develop 
and continue long-lasting behaviors with people around them and make them satisfied and happy. This e-business model 
comprises six fundamental components which are briefly detailed below.   

This new model has six fundamental components and they are: 

1. A complicated software program 

2. A comprehensive classification of products and services 

3. Money earning model 

4. Supplier partners 

5. Customers 

6. Strategic online partners 

5.1. A Complicated Software Program 

The most difficult and significant component of this e-business system is computer software program. Such a program 
needs to be developed and it would function as an artificial intelligence which will give advice to people and even make the 
decisions instead of them. Though difficult, it is not impossible to develop such a software program in this information age. 
Information and computer technology has so advanced that it is believed that more complicated software programs could 
be created. Customers will enter detailed information as a subscriber or one-time-user about themselves and the people to 
whom they want to give gifts. The more the information is provided, the better service they will receive. The information 
needed is the demographic features, address details, etc. The program will create a big data as time passes. It will also store 
every detail in order to give better decisions on behalf of consumers. The program will also coordinate the relations with 
suppliers and customers.    

5.2. A Comprehensive Classification of Products and Services  

A team of marketers need to make a comprehensive classification of as many products and services as possible, encode 
them, and enter the coded products and services into the software program. Thus, the program will match the encoded 
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products and services with the features of the gift recipient. Then it will present some alternative products and services to 
the gift givers and either let the person make the choice or the program itself will make the choice for them. As a result a 
large database of products and services could be generated.  

5.3. Money Earning Model 

Organizations need to make profit in order to survive and continue their businesses. In this e-business model, there are 
some alternatives of making money. Businessmen might use some them at the same time. Some of them are listed below 
and some other methods might also be applied.  

1. broadcasting advertisements of manufacturers or retailers 

2. getting subscriber fee from the customers 

3. getting fee from the manufacturers or retailers whose products are sold on the site 

4. getting commissions from each product sold 

5. broadcasting other companies’ advertisements 

5.4 Supplier Partners 

Suppliers are key for the e-business model to work (Huizingh, 2002; Hadaya, 2006). Companies which have good fame and 
image in the society should be chosen from as many as different industries so that it would be possible to have more 
product and service alternatives to choose. These partners should be given a content management system and codes given 
to products by the marketers so that they can enter their products into the product database.  Suppliers should be led and 
educated not to make mistakes; otherwise, the system might collapse.  

5.5 Customers 

The managers of the system should struggle so much to convince as many consumers as to use this web service. The results 
of the depth interview reveal that consumers are open to innovations and ready to accept such an e-business model. Once, 
they see that their life becomes easier and the problems they face in their gift giving activities are resolved, they will keep 
benefiting from the program and promote the system with word-of-mouth online which is really a quick way of 
introduction of new businesses. It is really easy to reach millions of consumers online thanks to social media. To be 
successful, choosing the right segment will be critical. As a result of the depth interviews, it is believed that middle and 
upper income level customers will be more eager to use the service. This of course presents a good opportunity for the 
organizations to make more profit.  

5.6 Strategic Online Partners 

In today’s virtual world, lots of things about consumers are followed and known by the search engines and social media 
web sites such as google.com, facebook.com, twitter.com, etc. They know who are interested in what and what people are 
up to. If companies which will adopt this e-business model develop partnerships with these websites, they might be easier 
for them understand and follow the gift recipients’ choices, needs, interests, and etc. Thus software program might also use 
such information when choosing gifts for the recipients. These websites might be also used in the promotion of the new e-
business model. 

6. CONCLUSION 

This study explores the gift giving behaviors of consumers and the problems they experience in the gift giving process. An 
innovative e-business model is suggested to overcome these problems and create higher value for the customers. The 
model and how it might work is detailed in the paper. The research findings reveal that there are some obstacles to realize 
this model. One of them is convincing entrepreneurs and the financers. However, most of the academicians and consumers 
accepted that this model has a potential in the marketplace. Four main factors make this study original and supportive of 
literature: 1. It has been carried out since 2002, 2. To my knowledge, it is the first paper mentioning the problems 
consumers face in the gift giving process and categorizes these problems, 3. It develops and details an innovative e-business 
model, and 4. It mentions some research areas for academicians. Thus, it is believed that this study contributes to both 
literature and business life. For further research, the problems consumers are facing should be analyzed with empirical 
studies. In addition, cross-cultural studies about the gift giving behaviors also presents an interesting research area. 
Moreover, the e-business model should be tested both with the researches done with data gathered from consumers (to 
whether they will use the system or not) and with other models to see whether it is feasible or not.  
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ABSTRACT  
Findings of this study suggest that Turkish SMEs happen to experience obstacles in raising finance to improve and develop their business 
environment. In particular, as information asymmetry and uncertain economic environment are the key barriers, financial constraints turn 
out to be main handicap for SMEs’ survival. Despite its own merits, SME owners, in family business case, are reluctant to take external 
finance for their projects with the intention not to lose their independence and control.  The main purposes of this study are firstly to 
investigate the issue of financing of SMEs in Turkey in the theoretical context and secondly to make policy suggestions for the future.  
Miller and Modigliani (1958)’s basic capital structure theory, Myers, (1984)’s trade off theory, and Myers and Majluf (1984)’s the pecking 
order theory are the key standing theories to examine SMEs’ capital structure needs.  The results of this study are similar to those reported 
for most Western economies that owners of SMEs follow a pecking order theory and prefer retained profit to external finance in order to 
cover their financing gaps.   
 

Keywords: SMEs, capital structure theories, financing 
JEL Codes: 030, N70, N75 
 

 
1.  INTRODUCTION  

The capital structure mix of both small and large firms has implications for their operations and survival (Baker and Martin, 
2011) as an optimal capital mix minimizes their cost of capital. All modern economies have a large number of small and 
medium-sized enterprises (SMEs); a similar trend is exhibited by the Turkish economy. SMEs in Turkey represent 99.85 per 
cent of the total businesses; 76 per cent of total employees; 63 per cent of turnover; 38 per cent of capital investment; 54 
per cent of all investment; 38.9 per cent of total commercial research and development; 59.2 per cent of total export and 
25.9 per cent of total credits (KOSGEB, 2014), and they play a significant role in the Turkish economy. Nevertheless, during 
the recent global crisis the Turkish economy shrank by 6.2 per cent annually since the fourth quarter of 2008 (Ministry of 
Industry and Trade, 2010), which adversely impacted on SMEs’ performance and competitiveness and further exacerbated 
their access to external finance. The main purpose of this paper is to review the existing financial problems of SMEs in 
Turkey from the theoretical perspective in the capital structure literature. In particular, this paper examines whether 
theories that have examined the financing structures of firms in the Western economies, and elsewhere in the emerging 
economies, are applicable to the Turkish case with its distinct financial institutions and cultural context. The paper further 
investigates SMEs’ financial difficulties in Turkey by evaluating the factors influencing SMEs’ capital structure through 
theoretical and empirical studies. The key questions that this paper examines are: what are the basic theoretical 
approaches that explain the capital structure phenomenon in the literature which are applicable to SMEs in both developed 
and emerging countries? Are factors such as firm size, profit and their capital structure significant for the Turkish economy 
and the firm? What determines the capital structure of Turkish SMEs? What strategies or policies may be advanced for 
Turkish SMEs to enable them to gain competitiveness in the domestic and international markets? The paper is organized as 
follows. First, it considers the literature on capital structure theories and SME related studies. Second, it examines factors 
affecting capital structure of Turkish SMEs in theory and practice. Third, it evaluates the causes and consequence of the 
finance gap for SMEs in Turkey. The paper concludes by reporting conclusions drawn from the empirical literature on 
capital structure theory in general and for Turkey in particular. 
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2.  BASIC CAPITAL STRUCTURE THEORIES AND SME RELATED STUDIES  

Efficient capital structure has implications for firms’ efficiency and productivity (Jahanzeb et al., 2013). For small and large 
firms, having an unbalanced capital structure causes financial distress and gives rise to bankruptcy. As decision-making is a 
cognitive process of selecting an alternative among many possible alternatives (Jahanzeb et al., 2012; Muneer and Rehman, 
2012), capital structure requires complex decision- making tactics to meet the needs of individual firms (Jahanzeb et al., 
2013). The debate relating to the capital structure of firms has been of central importance for academics and policymakers 
around the world and has given rise to several theories (Modigliani and Miller, 1958; Kraus and Litzenberger, 1973; Kim, 
1978; Myers, 1984). These theories are labelled (Frank and Goyal, 2007; Copeland and Weston, 2005) ‘point of view’ 
theories, which have provided the conceptual framework and guidelines to formulate a well-defined mathematical model 
to be tested for further predictions. However, such theories tend to cater for large firms and are a poor fit for SMEs.  

2.2. Basic Capital Structure Theories in General  

Modigliani and Miller (1958) proposed that firms’ value is independent of capital structure. Jensen and Uhl (2008) referred 
to it as the first real theory on capital structure. The contention is that choice of debt or equity does not change the firm 
value in the situation of a perfect market (Jahanzeb et al., 2013) under certain restrictive assumptions: (a) there are no 
government taxes; (b) transactions are costless; (c) no insolvency costs; (d) cost of borrowing for the company is the same 
as lender; (e) perfect information between lender and the borrower and (f) firm earnings, pre- tax and interest, are not 
affected by the level of debt (Chen, 2004).  

There has been an ongoing debate among academics and practitioners as to whether the trade-off theory explains the 
firm’s capital structure in terms of whether the benefits to be derived from the tax shield are sufficient to offset the 
accruing cost of debt, while the firm’s value of asset and investments are held constant (Myers, 1984; Kraus and 
Litzenberger, 1973; Hul, 2014; Berens and Cuny, 1995).  

The pecking order theory (developed by Myers, 1984; Myers and Majluf, 1984) concludes that firms prefer to use retained 
savings (internal equity) to external loans because of information asymmetry about the firm value between the agent of the 
firm and the outside stakeholders (investors). Only when the internal financial resources are fully exploited do the firms 
seek external sources of financing. Managers prefer debt to equity finance to avoid losing control. The pecking order theory 
suggests that a firm prefers: first internally raised funds, such as cash reserves, then seeks external debt, and finally issues 
equity as a last resort. This order of finance is due to the fact that debtors are interested in security of funds and returns 
rather than in the value of the firm as they have the first claim on the assets of the firm (Myers, 2001).  

2.3.  Basic Capital Structure Theories in the Context of SMEs  

In the capital finance literature, most research on the trade-off theory was performed on large firms due to the availability 
of data, but limited research has been conducted on small businesses, the dominant forms of business organization in any 
economy. This paper examines to what extent SMEs encounter similar problems to those of large firms regarding their 
capital structure in the context of the trade-off theory. Sogorb-Mira (2005) suggested that SMEs and large firms use similar 
considerations with regard to capital structure theories as they all encounter the same trade-off between the tax shield 
benefits and debt distress costs but larger firms consider these issues much more seriously. However, SMEs have limited 
choice in accessing external capital and experience different challenges; therefore, the experiences of small firms differ. The 
pecking order theory’s relevance for SMEs was generally accepted wisdom among academics and policymakers in the past; 
however, over the last few decades, academics (Howorth, 2001; Paul et al., 2007; Atherton, 2009; Ang, 1991; Holmes and 
Kent, 1991) have started to question this assertion due to hurdles, choices and the cost associated with external finance. 
The pecking order theory’s relevance stems from the fact that SME owners do not wish to use external finance that will 
affect their ownership rights and, therefore they often rely on and prefer internal finance for debt (Lopez-Gracia and 
Sogorb-Mira, 2008), especially at the start- up and development phases (Dahlstrand and Cetindamar, 2000; Giudici and 
Paleari, 2000; Hyytinen and Pajarinen, 2002; Chen et al., 2013). Furthermore, due to information asymmetry, access to 
equity markets and costs such as legal and compliance makes it expensive for small firms to raise equity finance. When 
dealing with equity markets, large companies often employ experts as equity is both expensive and subject to price 
volatility which has been shown to be particularly severe for SMEs (Chittenden et al., 1996; Ibbotson et al., 2001). Other 
sources of finance from private equity firms or business angels are not accessible due to the size of loan and the transaction 
costs which results from negotiating the complex contracts (Ou and Haynes, 2006). It is reported that financial constraints 
prevent SMEs from planning and acquiring long-term finance (Jensen and Uhl, 2008). Empirical evidence has suggested that 
there now exist a variety of pecking order theories due to varying financial and business environment facing firms 
(Atherton, 2009). The presence of the pecking order theory is particularly strong among SMEs operating in non- Anglo-
Saxon countries (Sànchez-Vidal and Martìn-Ugedo, 2005) due to the underdeveloped financial environment that gives rise 
to the ‘financing gap’ (see also Holmes and Kent, 1991).  
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3.  FACTORS AFFECTING THE CAPITAL STRUCTURES OF TURKISH SMES FROM THE THEORETICAL PERSPECTIVE  

Size, value added and employment among Turkish SMEs’ vary from sector to sector. Turkish SMEs’ share of total production 
is similar to other countries and trade accounts for 40 per cent, followed by manufacturing at 13 per cent and the 
construction sector at 5 per cent (Ministry of Industry and Trade, 2010; Turkish Statistical Institute, 2011). This supports the 
argument that, for Turkey, the financial environment, government policies and support mechanisms compare favourably 
with other developed and developing economies.  

3.1. The ‘SME Financing Gap’ Phenomenon and the Capital Structure of Firms  

Holmes and Kent (1991) claim that access to capital markets is limited for SMEs, regardless of whether they are located 
within developed or developing economies – referred to as the ‘financing gap’. Many organizations, including the OECD 
(2006), have examined the ‘financing gap’ and it too reports that a large number of SMEs are unable to raise adequate 
finance to operate efficiently and are unable to access external finance from banks, financial markets or other finance 
institutions. Developed and emerging economies’ experiences mirror the findings above. Hussain et al. (2006) examined 
and compared the financing preferences of SMEs in the UK and in China; they reported similar trends for both countries. 
For the SMEs’ start-up finance, a large percentage of Chinese SMEs owner-managers suggested that they relied exclusively 
on their family and friends for unsecured finance. However, their reliance became less after two years, the respondents 
were able to access bank finance to an extent, and analysis after five years suggested family finance remained important. 
Whereas for the UK, after five years, most of the owner-managers reported that they had become bankable and acquired 
business loans from financial institutions. There appears to be a correlation between the growth of the economy and the 
bank finance used by SMEs. Japan appears to be in the lead and Turkey has merely 3.5 per cent of SMEs who have accessed 
bank finance (KOSGEB, 2012) that shows the financial environment is not favourable for SMEs as stated by Beck (2013). 
Access to finance in Eastern Europe suggests that the finance gap exists in the region. Empirical evidence reported by 
Cornelli et al. (1998) and Egerer (1995) suggested that leverage in Eastern Europe is found to be low and that businesses 
have insufficient debt finance in their capital structure; this is due to either the cost of debt or its availability. Most 
empirical findings point to some sort of institutional factor as the source of this problem. Turkey has many similarities with 
Eastern Europe because of shortcomings in the institutional environment in the Turkish system and insufficient financing 
opportunities due to moral hazard considerations and asymmetric information between bank managers and SME owner-
managers.  

4.  EXAMINING CAPITAL STRUCTURES OF TURKISH SMES FROM THE EMPIRICAL PERSPECTIVES  

The Turkish SME literature suggests that a firm’s capital structure is composed of variables, such as the firm size, asset 
tangibility, profitability and growth. These variables are used to test the trade-off and pecking order theories to make 
predictions of the impact of the variables on the firm’s capital structure. An increase in the size of Turkish SMEs will 
decrease the probability of bankruptcy and will reduce information asymmetry problems (Çakova, 2011). In the next 
section, capital structure theory related to empirical studies is evaluated to understand the financial difficulties 
encountered by SMEs in Turkey and to discuss policy implications. To examine the capital structure of the Turkish SMEs, 
Korkmaz et al. (2007) carried out an empirical study among 37 firms over the seven year period from 1977 to 2004. To 
study what determinates the firm’s capital structure, they employed proxy variables such as the firm size, risk (measured by 
the variability in net sales), profitability, tax shield and the firm growth rate (change in Gross Domestic Product). The results 
of the study found that the most important factors that influence SMEs capital structure were the firm’s profitability, firm 
risk and non-debt tax shields. Korkmaz et al. (2007) also observed in this study that there is a relation- ship between the 
firm’s assets and its leverage; an increase in a firm’s assets leads to an increase in the firm’s leverage. Korkmaz et al. (2009) 
tested the same model for 16 companies from the auto parts industry and confirmed the results of their 2007 research. 
Çakova (2011) analyses the factors of capital structure of SMEs from the manufacturing sector in Turkey. Çakova (2011) 
used data from 1998 to 2008 and had 4,003 firms with average annual observations of 44,029. This research used a two-
way fixed effect model estimation to study the short and long term debt ratios of SMEs, and supported the assertion that 
the capital structure of SMEs can be explained using the pecking order theory. The results of this study also confirm that 
there is an inverse relationship between SMEs average debt ratios and economic conditions in Turkey. The study also 
found, taking into account the industry variations, that firm’s characteristics are important in explaining capital structure 
adapted by the Turkish SMEs.  A major study carried out by Köksal and Orman (2014) for the period 1996–2009, using the 
data from Central Bank of the Republic of Turkey (CBRT), report the comparative tests of the trade-off and pecking order 
theories, for small, large and publicly traded firms for the Turkey. Köksal and Orman’s (2014) findings report that the trade-
off theory is in a better position to explain the capital structure of firms than the pecking order theory. The results of Köksal 
and Orman’s (2014) study support the earlier studies findings and they reported that the trade-off theory is more suited to 
explain the capital structure of larger firms operating in economies that have a stable economic environment.  
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A study carried out by Booth et al. (2001) for ten developing countries (including Turkey) tested whether country-specific 
variables explain the capital structure of SMEs. They reported that general debt level of SMEs increases as the ratio of fixed 
asset to total asset rises, and it is the case for non-debt tax shields, growth rates and firm size. These findings are consistent 
with earlier studies discussed above. These findings suggest that financial institutions use asset profile and the age profile of 
the business to evaluate risk of the business. Their second finding is plausible – that financial advantage is negatively 
correlated with earnings, volatility and the probability of bankruptcy – as these variables make a limited contribution 
towards collateral and can encounter greater variability. As observed in the empirical studies that tested capital structure 
theories, profitability, firm risk, and non-debt tax shields are the most important factors that influence SMEs capital 
structure in Turkey (Demirbas et. al. 2011; Demirbas, 2011; Demirbaş, 2007). Turkish SMEs, particularly small 
manufacturing firms, follow the pecking order hypothesis in their debt behaviour, when the economic environment is not 
stable.  In response, the Turkish government organization, KOSGEB has formulated policies for SMEs to enhance their 
competitiveness by enabling them to enhance their research and development and innovation capacities. Steps have also 
been taken to improve cooperation among SMEs themselves, support new entrepreneurial activities and enhance access to 
finance (KOSGEB, 2009). These outcomes would be achieved through improving the flow of information, financial education 
among SME owner-managers, and information problems through training of owners of SMEs. With these programs, 
KOSGEB has helped to increase the share of SME loans. Despite the fact that KOSGEB actively engages with SMEs and 
develops plans to increase the competitiveness of Turkish SMEs to minimize their financial problems, Turkish SMEs 
continue to experience many obstacles in accessing finance. In Turkey, private equity and venture capital funds are 
relatively insignificant in comparison with the bank finance for SMEs. The emergence and rise of private equity can be 
traced back to 1993 when the regulation approved the formation of venture capital firms – revised in 2003. The equity 
based transaction was conducted in 1995 by a foreign investment firm. Since 1996, a number of Turkish private equity firms 
have been set up but their size and participation within the sector is limited. The insignificance of venture capital firms can 
be gleaned from their numbers. In 2014, there were only five venture capital investments trusts listed on the Istanbul Stock 
Exchange and had a market value of US$480m. However, due to the nature of loan size approved and legal issues, venture 
capital has limited relevance for a large number of SMEs.  

There have been some bold government initiatives to mitigate the financial problems of SMEs in Turkey. To support SMEs, 
the Emerging Companies Market was established within the ISE after the financial crisis in 2009. To enable SMEs to tap into 
this fund, SMEs were exempted from the quantitative requirements of exchange trading. Furthermore, to engage and 
support SMEs, Capital Markets Board of Turkey (CMB) and the Central Securities Depository of Turkey (ISE and CRA) 
reduced their fees. Furthermore, to support SMEs, the bond market was promoted through the revision of financial 
regulations to revive the market, which had a very positive outcome in that the corporate debt securities market expanded 
significantly since 2010 and it received support from the banks. There is now more willingness among the financial 
institutions to issue debt finance. In 2012, 98 financial institutions issued debt securities and instruments and their value 
exceeded US$2bn. Furthermore, 11 non- financial corporations also issued bonds worth US$490m (KOSGEB, 2012). Despite 
the mentioned initiatives and innovations, the financial problems of SMEs are still a major issue for the whole sector due to 
structural and institutional reluctance and rigidities.  

4.1.  Main Reasons to Seek Access to Finance for Turkish SMEs  

It has been recognized that (Turkish Industrial Strategy Document, Munich Personal RePEc Archive (MPRA, 2013)) SMEs in 
Turkey have difficulties in acquiring access to finance due to four main reasons:  

1. the credit limit given to the banking sector due to financial reorganiza- tion of 2001;   

2. underdevelopment of the capital market;   

3. the underdeveloped financial structure to support SMEs; and   

4. administrative and legal obstacles to access finance.   

These findings are supported by Kaya and Alpkan (2012) and Demirbas et al., (2011), who reported that a lack of financial 
information, poor experience of business decision-making among owner-managers, the underdevelopment of finan- cial 
systems and the environment, a lack of credit volume and the cost of credit are the main financial obstacles faced by SMEs 
in Turkey. However, Şeker and Correa (2010) indicate that SMEs in Turkey are more dependent on bank finance than other 
countries to fund their fixed assets. The bank funding for fixed assets in Turkey accounts for 47 per cent of all loans, backed-
up with collateral, yet SMEs are finding difficult to secure loans for operating cash flow and this is of particular concern 
during the periods of financial crises. Since the Turkish SMEs primarily depend on bank loans and the recent crisis revealed 
that bank financing is not a reliable source of financing, especially during periods of financial crises. In particular, after the 
financial crisis of 2008, that persuaded the banks to strengthen their capital requirement, which has created additional 
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challenges for SMEs to secure bank loans. Therefore, there is the need for policymakers to produce conducive policies and 
environments to provide well-diversified funding sources for SMEs to promote growth and expansion of SMEs in Turkey. In 
response, the government and regulators have to promote policies for banks to improve access to loans and promote the 
equity markets to provide finance for SMEs. Yet there is no evidence that SMEs are able to access equity markets; even in 
well-developed economies equity markets such as private equity and venture capital investments fail to meet the needs of 
SMEs. ICSA (2013) reported that there are also a few securitized products backed specifically by SME loans. There is a move 
towards creating structure and developing capabilities of SMEs to secure formal external finance through education and 
training. In the Turkish equity market, government has promoted the specific segments for SMEs through relaxing the 
listing and disclosure requirements in comparison with the main markets. The other strategy adopted by the government is 
to provide incentives for SMEs to encourage them to list. One such initiative is to promote Over-The-Counter (OTC) markets 
to support the unlisted SMEs. The Turkish government has encouraged the market advisors to provide advice to SMEs to 
gain listing on the exchanges (Nurrachmi and Foughali, 2012).   

Müftüoğlu (2009) suggested training, mentoring, creating awareness initiatives for SMEs and training for bank lending 
managers to narrow the information gap, especially at the early stage where the business owners do not have enough 
finance knowledge, experience or necessary information about how the bank operates. The most important problem facing 
SMEs in Turkey is related to the high credit cost that adversely affects their survival. In addition, they do not have enough 
financial or physical asset security to negotiate competitive deals with the banks. Issuing of credit warranty is another 
hurdle or barrier for SMEs in Turkey. Because of the size of SMEs and their vulnerability in terms of management, the 
lending organizations see them as risky propositions. Hence providers of finance seek excessive collateral that works against 
the interests of SMEs. Another big issue for financial institutions is the pilferage of the loans specially approved for business 
activities; use of the loan other than business purposes increase the risk for the lenders (Kaya and Alpkan, 2012; Demirbas 
et al. 2011). Therefore, research conducted with SMEs supports the view that the initial capital is provided by the individual 
from their own savings and, second, that the debt finance from their family and friends and the bank loan is used as a last 
resort. It is suggested (Kaya and Alpkan, 2012) that in Turkey some SMEs are reluctant to use interest-bearing loans, due to 
their religious beliefs. Unlike Western economies, the Turkish government does not offer loan guarantee schemes to banks 
to support small businesses which lack collateral to secure finance. This leads enterprises to secure loans at higher interest 
rates in the absence of collateral or forgo the opportunity to enter self-employment. Finance constraints compound 
problems for SMEs. Lack of liquidity affect SMEs’ purchases of stock on credit as they lack credit history, without which the 
provider of goods is not able to evaluate risk (Kaya and Alpkan, 2012). However, over time as the business develops a track 
record and a relationship – the access to purchase goods on credit improves a pattern similar to that observed in the UK. 
Entrepreneurs in Turkey are averse to external finance as they fear loss of control and hence rely on their savings and debt 
from close friends that often leaves small enterprises to be undercapitalized (Kaya and Alpkan, 2012; Ekinci, 2003).  

5.  CONCLUSION  

The application, usability and role of the pecking order theory for SMEs have evolved over recent decades. Paul et al. (2007) 
suggest that the rationale for the applicability of the pecking order theory to SMEs is due, first, to the tendency of SME 
owner-managers to demonstrate a strong aversion to losing control over their business when new financiers are involved 
(Berggren et al., 2000; Paul et al., 2007, Cosh and Hughes, 1994; Frank and Goyal, 2003, 2007). Consequently, the owner-
managers of SMEs prefer retained savings as a source of finance to minimize the risk of losing control of their business 
(Newman et al., 2011). Secondly, due to poor management and financial control, SMEs tend to exhibit higher levels of 
asymmetric information when compared with the larger firms. This is due to the inability of SMEs to provide adequate 
financial and historical performance data to banks to use to make the lending decisions (Binks and Ennew, 1996; Reid, 1996; 
Hall et al., 2004), and small firms have to provide either collateral to secure external debt, use internal finance or borrow 
short-term or are more likely to rely upon internally generated retained profit that reduces their dependence on external 
finance. Therefore, the expectation, in line with the pecking order theory, is the more profitable the firm is, the less likely is 
the need for that firm to borrow externally, but is more likely to secure external debt.  

There is consistency in the findings of empirical research that investigated the capital structure of the Turkish SMEs and, 
indeed, successive studies have concluded that the pecking order theories are a better fit to explain the capital structure of 
Turkish SMEs (Çakova, 2011; Korkmaz et al., 2007, 2009; Yıldız et al., 2009; Acaravcı and Doğukanlı, 2004; Köksal and 
Orman, 2014). This suggests that the less profitable the SMEs are in Turkey, the more likely they are to seek external 
finance. Our paper concludes that Turkish companies mainly follow the pecking order hypothesis in their capital structure 
for two principal reasons. First, because Turkish SMEs experience a ‘finance gap’, which prevents them from acquiring 
external finance at low cost. Second, they lack financial education and awareness about all the possibilities and aspects of 
external finance; thus the main long-term source of finance is retained earnings followed by bank loans. Turkish SMEs form 
the backbone of Turkish economic cohesion and social order, therefore it is imperative for the government and policy 
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makers to create and formulate progressive policies to support and encourage creation, and growth of SMEs by improving 
access to finance. Second, information asymmetry between insiders (owner-managers) and outsiders (lenders) gives rise to 
moral hazard that may be managed through financial education and the training of owner-managers of Turkish SMEs. It is 
generally accepted that to facilitate external finance for SMEs, there is a need for a robust legal, institutional and regulatory 
environment. In such conditions the government or banks initiatives alone cannot ease the financial problems of SMEs. 
Therefore, Turkish national and local governments need to initiate long-term governmental policies and institutional 
reforms to enhance the legal, institutional and regulatory environment to enable SMEs to access external finance.  
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Şeker, M. and Correa, P.G. (2010), ‘Obstacles to growth for small and medium enterprises in Turkey’, WPS 5323, New York NY: World Bank.  



2nd World Conference on Technology, Innovation and Entrepreneurship (WCTIE-2017), V.4,p.400-408          Demirbas 

_____________________________________________________________________________________________________ 
 DOI: 10.17261/Pressacademia.2017.560                                      408                                                            PressAcademia Procedia 

 
 

 
 

Sogorb-Mira, F. (2005), ‘How SME uniqueness affects capital structure: evidence from a 1994–1998 Spanish data panel’, Small Business 
Economics, 25 (5): 447–457.  

Turkish Statistical Institute (2011), SME Statistics, Ankara: Turkish Statistical Institute. Yıldız, M.E., Yalama, A., and Sevil, G. (2009), ‘Testing 
capital structure theory using panel data regression analysis: an empirical evidence from Istanbul Stock Exchange manufacturing firms’, 
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ABSTRACT  
Today, economic decision-making units need resources that will provide and improve economical growth in order to increase social welfare 
and competition. Within the economical structure, these resources emerge with knowledge, technology and innovation. Particularly 
regional innovation systems play a central role in meeting the requirements for the resources needed for economic growth. For this 
reason, it is important to analyze the relationship of the innovation with the economic growth in the new world economy, where it appears 
like a production factor. In this study, the innovation performance capacity of the TR1 region has been investigated by using the 
normalization methods. In this framework, it is aimed to establish criteria that are comparable to the Level 1 averages of the regions in 
Turkey. 
 

Keywords: Regional, innovation, innovation index, innovation efficiency and normalization method. 
JEL Codes: O3, O4, R3    
 

1. INTRODUCTION  

The phenomenon of globalization continues to change the world every day with information, technology and innovation. 
For this reason, economic units, political environments, and social and cultural values that emerge in the process of 
globalization are becoming the parts of the system that develops. In this context, in today's world, where knowledge is vital, 
and keeping up with innovations in technology or catching up with innovations become tougher, economies have been 
highlighting innovation as an integral part of the growth. The point that the countries or regions, which aim to grow 
economically in this framework, agree is creating the infrastructure necessary for these policies, as well as closely following 
the scientific and technological advances regarding the innovation policies. In order to understand the importance of 
innovation in the social, cultural, political and economical system, this understanding must be brought to a status where it 
is dominant. Technology and knowledge, which have developed due to the necessities within the past centuries, have been 
the bases for the innovation policies of the 21st century. Innovation policies are defined as a new product-process starting 
from the invention, until the scientific and technological progress and afterwards gaining economic added value. The 
concept that covers all of this product and process researches is innovation. Innovation; while it constitutes the basis for 
the economic growth at one side, it is also an important variable for countries’, regions’ and companies’ having competitive 
structures in the international market in the long-term on the other side. The variable of innovation is being examined 
extensively in studies on economic growth, and it facilitates the distribution of the information across sectors, as well as 
reducing growth differences between the regions. In this context, coordination and cooperation between the sectors in the 
regions increase with innovation. In this way, regions concentrate on research and development (R&D) activities, which will 
contribute to the improvement of innovation processes that is one of the driving forces of competition. In addition, 
innovation contributes to the development and growth of underdeveloped regions. Innovation in this case; is considered as 
a phenomenon that embodies social, cultural, political and economic changes and is seen as an essential element in 
increasing profit maximization and competitiveness of the companies. Many studies have been carried out to explain the 
concept of innovation in the history of economics. The reason for that is innovation’s being in constant change. Therefore, 
expressing the concept of innovation as a technical word provides convenience for semantic integrity. Innovation, which is a 
Latin-based term, is derived from the word 'innovatus'. The dictionary meaning of innovation is starting to use new 
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methods in economic, social, cultural and administrative matters. According to this definition, innovation represents not 
only a process but also a result. In this context, the term is used for the innovations that have economical value. Therefore, 
formations that have the innovation characteristics for society and the economy should be in a commercial nature, 
contributing to an increase in prosperity. Regarding this definition, first of all, it is necessary to solve the contradiction in 
the terms of invention and innovation. Schumpeter has pointed out the difference between innovation and inventions. 
According to Schumpeter, developing the ideas of a product or manufacturing process for the first time is invention, 
whereas the innovation is the transformation of a new idea into an economic value for the first time. At the same time 
innovation is a result of knowledge accumulation, while the inventions, are a product of scientific activities, which do not 
always result in innovation. Hence, inventions do not have economic effects by themselves. The transformation of 
inventions into innovation, in other words, their commercialization, is related to personal talent, i.e. the entrepreneur. 
According to Schumpeter, everything that brings profits to the entrepreneur as a result of technological advances is defined 
as innovation. In this scope, the activities of innovation consist of creating a new market and production method, inventing 
a product and establishing production factors in order to provide raw material input. In this context, innovation is the 
discovery of a new form of production on a scientific standpoint, the discovery of a new product that has not been found 
out by producers and consumers before. 

Another important factor in innovation is the positive relationship between regionalization, institutional infrastructure and 
economic growth. In order for this positive relationship to be formed, technological products and the information should be 
produced, marketed, organized and presented in different forms, and commercialized. In this case, innovation systems 
make a very important contribution to economic growth by increasing competitive capacity of the nations and regions. In 
this direction, institutions-organizations such as university-industry collaborations, R&D institutes, technoparks-
technocities, development agencies and research centers play an important role both in national and regional sense in 
economic growth process. In addition, innovation systems are processes that lead to drastic changes in the economic, 
political and social structures of the regions. Therefore, the factors such as intensity of innovation activities, incentives for 
R&D expenditures, accessibility of institutions that have undertaken the task of supporting the entrepreneurship are very 
important in terms of the development of regions. 

The questions that have been addressed regarding the purpose of the work are:  

i. What is the innovation performance measurement capacity of the TR1 zone?  
ii. Is the region productive in terms of innovation?  
iii. What are the factors that influence the region that is related to innovation?  

It is expected to contribute to the literature within the scope of the answers to these questions. 

2. LITERATURE REVIEW  

There are many empirical studies on innovations in the literature. These studies have been searching for the answers of the 
questions such as: “What are the determinants for the innovations at company, region and country level?”, “How is the 
level of innovation performance measured?”, and “Is innovation a process that enhances competition?”. For this reason, in 
addition to the studies examining the effects of the components of innovation performance measurement and index values 
on innovation outputs, the innovation subject is included in empirical studies in the context of economic growth and 
regional competition. Some of these studies are as follows. Jaffe (1989) examined the effects of university researches and 
private sector R&D expenditures on innovation in the US between the years of 1972 and 1981. Analyzes have been 
separated into three groups as medicine, chemistry and electricity sectors. At the end of the study; it was stated that, while 
there was a positive relationship between university researches and private sector R&D expenditures, the strongest relation 
belonged to the pharmaceutical sector. This relationship leads to an increase in innovation as a result of the increase in 
university researches and private sector R&D expenditures. Popp (1998) analyzed the relationship between innovation and 
energy prices in the US economy between the years of 1970 and 1994. In the study, the number of patents was included as 
a dependent variable, and the Energy prices, public sector spending on R&D and information stocks were independent 
variables;. The analysis has resulted in a positive and strong relationship between the variables. It was stated that the 
increase in the number of patents and the increase in energy prices were in the same direction. Porter and Stern (2001) 
conducted a study covering 75 countries to show the innovation index capacity at national level. The study also included 
the main activities, including countries' patents, innovation policy, clustering and innovation connections, and different sub-
variables. Index values were calculated by using standardization method in the model where 24 variables such as public-
private sector R&D investments, population structure, suppliers, university-industry cooperation, and number of scientists 
were used. After the index values were calculated, the innovation capacity index was established by taking the non-
weighted averages of the 4 main sub-indexes. These variables in the study were subjected to regression analysis. 23 of the 
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24 variables were statistically significant. In the study Turkey is ranked as 44th with 17.8 points in the innovation capacity 
index. 

Porter, Stern, and Furman (2002) also conducted a study on innovation determinants. They have defined the innovation 
determinants based on the knowledge-based internal growth model, the national innovation system, and Porter's theory of 
competition. It was emphasized that, although these models have many common aspects, they differ in terms of the 
factors. In the study; the information stock in economy and the number of employees working in R&D was analyzed with 
the theory of internal growth, the innovation’s micro-economical aspects were analyzed with the theory of competition, 
and the national innovation system was used to analyze the roles of institutions in the countries, the national politics, and 
higher education systems. Huggins (2003) carried out an index study on the regions in UK between 1993 and 1999. In the 
study, four variables were analyzed: regional economic growth, innovation activities, competition development and the 
number of knowledge-based firms. As a result of the analysis, it was found that there was a strong correlation between the 
variables. Martin (2004), reviewed the factors affecting economic growth in 207 regions of Europe. In this context, the 
effects on economic growth within the components were estimated with Barro type convergence approach between 1980 
and 2001. These components include; per capita national income, R&D expenditures, physical capital, share of high 
technology sectors in total employment, proportion of higher education students and external economies. Regionally, the 
effect of these expenditures on per capita national income and R&D expenditures are concluded to be significant. Hu and 
Mathews (2005) studied the determinants of the innovation capacity of the countries of Taiwan, China, Korea, Singapore 
and Hong-Kong between 1970 and 2000. In this study; they used the population, national income per capita, number of 
scientists, expenditure on research and development, risk capital market power, number of academic publications in 
magazines, capacity to protect the intellectual property, openness to international investment and trade, the frequency of 
the antitrust policies, and the GDP share of high education expenditures as independent variables. As a result of the 
analysis; it was found that the protection of intellectual property rights negatively affects innovation. They concluded that 
there was a positive relationship between the other variables and the innovation capacity. 

Lenger (2008) conducted a survey on Level 1 regions of Nomenclature of Territorial Units for Statistics (NUTS) of Turkey 
covering the years between 1998 and 2005. Lenger analyzed the effects of patent applications, which is the determinant of 
innovation performance, on the utility model, the cooperation of the state universities in the regions with the industry, and 
the number of publications in the universities. In addition, the data of the research variables were analyzed with the 
Generalized Moments Method (GMM). As a result of the analysis, it was found that there was a positive and strong effect 
between the patent and the other variables. Wonglimpiyarat (2010) tried to find the index of innovation capacity with 
components related to organization, process, service, and product and marketing innovation throughout Thailand. Under 
the main headings of “human capital”, “infrastructure” and “innovation climate” in the study, the data regarding the 
variables were collected with the help of a questionnaire. The survey results were adapted to the index values between 0 
and 4 points. As a result of the survey, the general index value of 2.3 points has been obtained and it has been found that 
Thailand has a moderate level of innovation capacity. Annoni and Kozovska (2010) calculated the European regional 
competition index. In their calculations, they used the normalization method in the “matlab” program. They sought answers 
to the question of “Why it is so important to measure regional competitiveness in EU regional competitiveness index 
calculations?”. Index calculations have been made up of three variables. These are; education, macro-economic stability 
and infrastructure. These variables consist of 69 components. In the analyzes, it was concluded that, macroeconomic 
stability is the most important factor affecting the regional competition index. 

Fritsch and Slavtchev (2011) examined the information production function in 93 regions in East and West Germany within 
the regional innovation system. They analyzed the relationship of regional patent applications, which were considered as 
outputs, with the variables such as research institutes, population density, funds allocated to university academic staff, 
employment in the sectors of service-transportation-electricity-chemistry, average employment and number of private 
sector R&D professionals, in the study covering 1995-2000 period. In the results of this study; the effects of average 
employment per institution and service sector employment variables on patent applications were significant and negative, 
while the effects of other variables on patent applications were positive and significant. Slaper et al. (2011) examined the 
relationship between regional innovation performance and economic growth. This work, which was based on 3110 
residential areas in the USA, consisted of two parts. In the first part, to determine the regional innovation performance and 
capacity, regional innovation index was created by using the variables of the number of SMEs (small and medium sized 
enterprises), patents, private sector R&D expenditures, the ratio of the number of the license/associate’s degree graduates 
to the population, the ratio of the risk capital to the investment, the infrastructure, employment structure in the high-tech 
industries belonging to the years between 1997 and 2006. The first part forms the input variable of the second part at the 
same time. In the second part of the study, the innovation outputs of the regions and the possible effects of their 
performances on the economic growth were analyzed by econometric method. As a result of analysis; it has been found 
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that there are positive and significant effects between the number of SMEs, private sector expenditures, number of 
patents, infrastructure, and economic growth in advanced technology industries. 

 

Gömleksiz (2012), calculated the innovation index of NUTS Level 2 regions in Turkey. In the study carried out by minimum-
maximum normalization method considering global index sub-variables, the innovation inputs consisted of human capital-
education, infrastructure-culture, market development and business environment. Innovation outputs were consisted of 
prosperity, and the creative and scientific outputs. All these sub-variables were examined within 45 components. Asheim et 
al. (2013) investigated the effects of public policy on regional innovation. In this research, they pointed out that it has 
important effects on the regional innovation system in the culture variable, like industrial information intensive products. 
However, they argued that these influences were hindered by public policy intervention in terms of scientific framework. In 
their study, they pointed out that a new regional innovation system approach will create a policy for regional advantages. 

3. DATA AND METHODOLOGY 

In the development of regional innovation indexes, NUTS indicators have been examined within the scope of the 
development of data, in a way that is consistent with the EU, and some variables that are discussed in the literature have 
been determined. These variables, which are examined under innovation inputs and outputs, consist of human, economic, 
social and structural variables. In this context innovation inputs consist of main variables such as; enablers, infrastructure-
culture and entrepreneurship-trade. Sub-variables forming these main variables are; human resources, research systems, 
investments-loans-supports, population, energy, information communication technologies, health, transportation, culture, 
entrepreneurship, trade and financial intermediaries. In addition, these sub-variables consist of 48 components. Innovation 
outputs are listed as 4 sub-variables such as; innovations, scientific outputs, economical outputs and social welfare. These 
sub-outputs also consist of from 20 components. In the creation of the index variables, the information belonging to the 
components was collected based on the last available year. The information collected in this framework covers the period 
between 2009 and 2016. The collected data are basically obtained from reports, bulletins and databases published by 
organizations such as the Turkish Statistical Institute (TURKSTAT), Ministries, Program for International Student Assessment 
(PISA), Higher Education Council (Yüksek Öğretim Kurumu - YÖK), Turkish Banks Association (Türkiye Bankalar Birliği - TBB), 
Turkish Patent Institute (TPE) and University Ranking by Academic Performance (URAP). The general framework of these 
index variables is shown in Table 1. 

Table 1: TR1 Of Regional Innovation Index Variables 

1.Possible Sword  Data Source Accessed Last Year 

1.1. Human Resources 

1.1.1. Number of teachers per student in primary and secondary schools TSI 2015 

1.1.2. Sharp enrolment ratio in secondary education TSI 2015 

1.1.3. The number of 1000 per capita high school or equivalent vocational school graduates  MONE 2015 

1.1.4. Science- math and reading in the areas of success rates PISA 2016 

1.1.5. 1000 per inhabitants higher education graduates HEC 2015-2016 

1.1.6. Number per 1000 of labor force by educational attainment TSI 2015 

1.1.7. The rate of higher education graduates in the total workforce TSI 2015 

1.2. Research Systems 

1.2.1. R & D manpower (public - commercial and higher education) TSI 2015 

1.2.2. The number of 10.000- employee per-capita staff researcher  TSI 2015 

1.2.3 The number of 10,000-per-employee R & D personnel  TSI 2015 

1.3. Investment, Credit and Supports 

1.3.1. GDP per capita R & D in the distribution of expenditures(thousand TL) TSI 2015 

1.3.2. Total public investments per capita (TL thousand) MOD 2015 

1.3.3. Total private investments per capita (TL thousand) MOD 2015 

1.3.4. Regional SME investment support (%) MOE 2015 

1.3.5. The total credit per capita (Specialization+Non-specialization TL million) BAOT 2015 

1.3.6. The number of technology development zones and centers MOE-MOSIT 2015 

1.4. Population 

1.4.1. Urban population growth rates (%) TSI 2015 

1.4.2.  The dependency ratio of the population 0-14 years of age TSI 2015 

1.4.3. Population 65 years and over dependency ratio TSI 2015 

1.4.4. Sharp migration rate (%) TSI 2015 

2. Infrastructure and culture: 

2.1. Energy 
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2.1.1. Total electricity consumption per capita (kWh) TSI 2015 

2.1.2.Green energy production per capita (kwh, power+thermal) TSI 2005 

2.2. Information Communication Technology 

2.2.1. Computer and internet usage rate (%) TSI 2015 

2.2.2. Internet access rate in households (%) TSI 2015 

2.3. Health 

2.3.1. Family physician number of patients per active employee MOH 2015 

2.3.2. Total number of physicians per 100.000 people TSI 2015 

2.3.3. Total number of hospital beds per 1.000.000 people TSI 2015 

2.3.4. The number of cases per ambulance-112 emergency aid MOH 2015 

2.4. Transportation 

2.4.1. Total road Length (km) TSI 2015 

2.4.2. The total number of vehicles TSI 2015 

2.4.3. Number of deaths in traffic accidents per 1,000,000 people TSI 2015 

2.4.4. Total number of passengers that use the airway TSI 2015 

2.5. Culture 

2.5.1. Number of  person per movies MOCAT 2015 

2.5.2. Number of people per Theatre Show MOCAT 2015 

2.5.3. Number of public libraries per 1,000 people from benefiting  MOCAT 2015 

3. Entrepreneurship and Trade: 

3.1. Entrepreneurship 

3.1.1. The number of venture total business according to the records TSI 2015 

3.1.2. The number of total established companies and cooperatives TSI 2009 

3.1.3. The total number of liquidated companies TSI 2009 

3.1.4. The share of the manufacturing sector in total attempts TSI 2015 

3.1.5. The share of information and communication sector's total attempts TSI 2015 

3.1.6. The share total attempts in professional scientific and technical activities TSI 2015 

3.1.7. The share total attempts to share educational activities TSI 2015 

3.2. Trade and Financial Intermediary Institutions 

3.2.1. Exports per capita (US $) TSI 2015 

3.2.2. Imports per capita (US $) TSI 2015 

3.2.3. In the manufacturing sector exports (US $) TSI 2015 

3.2.4. In the manufacturing sector imports (US $) TSI 2015 

3.2.5 Number of units in financial at local services  TSI 2015 

3.2.6. The number of credit organizations of local units TSI 2015 

4.Innovation Outputs: 
4.1. Innovations 

4.1.1. Technological innovation initiative in economic activity total (%) TSI 2008-2010 

4.1.2. Total of economic activity initiative of product-process innovation (%) TSI 2012-2014 

4.1.3.Total economic activity initiative of the organization-marketing innovation (%) TSI 2012-2014 

4.1.4. Total economic activity initiatives in ongoing innovation (%) TSI 2012-2014 

4.2 Economic Output 

4.2.1. Total registered according to the number utility model TPI 2015 

4.2.2. Total registered according to the number patents TPI 2015 

4.2.3. Total registration according to the number industrial design TPI 2015 

4.2.4.  Total registered according to the number brand TPI 2015 

4.3. Scientific Outputs 

4.3.1. The number of publications per capita 1.000.000 TSI 2013 

4.3.2. An average of total points article URAP 2015-2016 

4.3.3. An average of total points cited  URAP 2015-2016 

4.3.4. An average of total points scientific document URAP 2015-2016 

4.3.5. The average score of doctoral students URAP 2015-2016 

4.3.6. An average points of Lecturer / student  URAP 2015-2016 

4.3.7. Total academic scores in the region of the University  URAP 2015-2016 

4.4. Social Welfare 

4.4.1. According to expenditure groups general purchasing power parity  TSI 2012 

4.4.2. The value added produced per labor TSI 2011 

4.4.3.  The whole family level of happiness TSI 2013 

4.4.4. The whole family level of hopefulness TSI 2013 

4.4.5. Median income%  60 of 1.000 per capita the number of poor people TSI 2014 
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A total of 68 components belonging to 15 sub-variables in 4 basic variables belonging to innovation inputs and outputs are 
shown in the Table. Even though the data for these components are composed of different level groups (Level 1, Level 2, 
and Level 3), whole of the data are combined within Level 1. 

The Turkish averages and the variables belonging to the TR1 region are divided into two groups as basic and sub-variables. 
The basic variables are the outputs of: enablers, infrastructure- culture, entrepreneurship-trade and innovation. The sub-
variables are: human resources, research systems, investments-loans-support, population, energy, information 
communication technologies, health, transportation, culture, entrepreneurship, trade and financial intermediary 
institutions, innovations, scientific outputs, economic outputs, and social prosperity. The data for all these variables will be 
examined below, using the minimum and maximum normalization method. 

In the creation of regional innovation indexes in Turkey, the European innovation scoreboard and the method of 
normalization, which is a measure of regional innovation, have been used. The factors affecting the formation of regional 
innovation indexes and the effects of these factors on the regions have been examined. In this context, the factors affecting 
the regions are analyzed by normalization method (minimum-maximum). Additionally, this method is preferred, due to the 
reason that the regions will be able to be compared with each other. The index values for each given region, and innovation 
input and output variables are calculated by the normalization method, which is a standardization process. 

Market actors have to analyze the dynamic market structure in their decision-making processes. Within this structure, many 
alternatives should be examined and comparisons should be made by evaluating these alternatives. This leads to the 
development of very different decision making methods within the dynamic structure. The normalization techniques are 
utilized in the analysis of the components with different variables. When the studies done with this method are examined, 
it is seen that the normalization methods are preferred (Wang et al., 2009: 2272). 

Minimum-maximum normalization method is a generalized standardization process that is used to construct regional 
innovation indexes. Each component of the examined variables is used to generate the index values of the regions. These 
index values are in the range of 0 to 1 point interval according to minimum-maximum normalization method within the 
components (Aydın, 2012: 4-22). These regions that are mentioned are ranked according to their averages of general index 
score. The equation for the minimum-maximum normalization method is shown below. 

In the equation; 

xi ; is the numerical value of the regions within the group where the index value will be calculated 

xmin. ; is the minimum value in each group 

xmax; refers to the maximum value in each group. 

Regional Innovation Efficiency = Innovation Output Average/Innovation Input Average 

Index values for each region are calculated by dividing the difference between the group value belonging to the region and 
the minimum value in the group by the difference between the maximum value and the minimum value in the group. 
Regions with high innovation performance have the value of 1 and values close to 1; while those with low innovation 
performance have the value of 0 and values close to 0 (Çakır, 2012: 10-11). Additionally, the indexes of innovation and 
productivity of the regions are presented in the findings. 

4. FINDINGS AND DISCUSSIONS 

In the Table, regional innovation indexes and productivity scores are presented according to the minimum-maximum 
method. The ranking in the Table is based on the overall score averages. According to the calculations, TR1 (Istanbul) 
region’s average index score and productivity score rankings are considerably higher than the average of Turkey. 

Table 2: The Data of Minimum - Maximum Normalization Method 

VARIABLES                                               TR1 ( ISTANBUL) REGION         AVERAGE OF TURKEY 
(LEVEL 1) 

1.Possible Sword  0.88 0.3725 

1.1. Human Resources 0.918649474 0.41 

1.2.Research Systems 1 0.33 

1.3. Investment. Credit and Supports 0.745515303 0.34 

1.4. Population 0.858950291 0.48 

2. Infrastructure and culture: 0.55 0.454 

2.1. Energy 0.345384127 0.41 

2.2. Information Communication Technology 1 0.49 
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2.3. Health 0.612847222 0.38 

2.4. Transportation 0.5 0.46 

2.5. Culture 0.308855292 0.53 

3. Entrepreneurship and Trade: 1 0.21 

3.1. Entrepreneurship 1 0.23 

3.2. Trade and Financial İntermediary İnstitutions 1 0.19 

4.Innovation Outputs:  0.9375 0.2625 

4.1. Innovations 1 0.21 

4.2 Economic Output 1 0.18 

4.3. Scientific Outputs 1 0.26 

4.4. Social Welfare 0.753586636 0.4 

Regional Innovation Efficiency 1.16 0.65 

 

Figure 1: Turkey And TR1 Region Belong to That Comparison Of Variables 

 

The Istanbul Region is on the top when ranked with minimum-maximum normalization method in Level 1 in terms of 
general, productivity and many other sub-variable indexes. The TR1 region needs to be developed in the infrastructure-
culture input variable, from the innovation input variables, while it is in the forefront especially in the variables of enablers 
and entrepreneurship-trade. Moreover, it is above Turkey’s average in the sub-variables of input, especially in human 
resources, research systems, investments-loans-supports, population, information communication technologies, health, 
entrepreneurship and trade-financial intermediaries. In the context of innovation outputs, the TR1 region is the leader in; 
innovations (In the entrepreneurships where the, technological, product-process, organizational-marketing innovations and 
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innovation activities continue in terms of total economic activities), economic outputs (utility  models, patents, designs and 
number of brands according to total registration numbers), scientific outputs (Number of publications per million people, 
articles, citations, scientific documents, doctoral students and in the average academic point averages of the universities), 
social prosperity (the general purchasing power parity according to expenditure groups, the value added production per 
labor and the level of prosperity of the whole family), and in all of the other sub-component outputs. In this direction, it is 
in the higher class in terms of innovation. It is necessary to determine policies for energy, culture and transportation from 
infrastructure-culture input variables. Development of sub-variables in the middle ranks is important for the region, 
depending on investment, trade and entrepreneurship activities. Especially, it can be said that the presence of neighboring 
regions with heavy industrial density is effective in the energy sub-variable. In this context, the efficient use of energy 
resources and energy savings are important in terms of costs in the production phases for the region. In order for economic 
growth in Turkey to have a stable structure, the improvement of especially entrepreneurship, trade, innovation, economic 
and scientific outputs, from the sub-variables, will contribute to making the Turkish economy more dynamic. Particularly 
regional or national policies to be implemented for the development of skilled labor can be increased by Turkey’s keeping 
its economic growth and international competitiveness continuous. In addition, the investments to be made in research 
centers with the university-industry cooperation within the regions are very important. Supporting entrepreneurship and 
commercial sectors in the context of R&D activities can provide a solid boost to regional innovation performance, because 
the entrepreneurial factor plays a key role in the innovation process. In other words, entrepreneurship will have a direct 
impact on enhancing regional innovation performance. In this case, goods and services with high added values can be 
produced and branding can be provided within economic sectors. Additionally, the reason for the culture, from the sub-
variables, to be higher is the components. In this context, healthier results can be obtained in the calculation of innovation 
index if different components of culture sub-variable can be created (i.e. social capital and confidence index). 

5. CONCLUSION 

In the era of the information economy, countries and regions have adopted the innovation approach for the economic 
growth. This approach is based on the production processes that are differentiated within the capitalist economic system, 
the infinite needs of consumer societies, and the needs of innovation in production processes. In this context, it is 
important to evaluate the relations among many economic, social and humanitarian structural factors, which operate 
within the innovation approach. The prerequisite for Turkey’s achieving sustainable economic growth is the development of 
regional innovation policies. In this study, 15 sub-variables in the regional innovation system and a total of 68 components 
belonging to these variables were analyzed in the context of Turkish NUTS Level 1 with a certain innovation input-output 
table. In this framework, this input-output model, which influenced regional innovation and economic growth, was 
examined by using normalization method. In this case, institutions and organizations need to prepare plans according to 
their regional characteristics in order to produce high value added goods and services in economic sectors and to provide 
branding. In this direction, measurement of performance between sub-variables of human resources, research systems, 
investments-loans-supports, population, energy, information communication technologies, health, transportation, culture, 
entrepreneurship, trade-financial intermediaries, innovations, economic and scientific outputs and social prosperity in the 
regional innovation system carries importance for the regions. This is because of the fact that the sub-variables are 
important competition factors in both economic growth and the innovation system. These factors, which affect the national 
and regional competitive superiority, also affect the economic growth in a positive way with the rapid development of the 
technology. In addition, when the population living in the regions believes that innovation is an indispensable element in 
terms of economic growth and turning it into a culture will positively affect the regional innovation. 
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ABSTRACT 
The article analyzes and discusses topics such as competitition and it’s importance for markets. Competition is a cornerstone of our economic 
and social order. The fact that competition leads to the best overall economic results is now undisputed in most economies around the world. 
Effective competition encourages businesses to push forward. They must make an effort to win customers. As a consequence, consumers can 
benefit directly from better quality at lower prices. Competition Agencies increased the effectiveness of their cartel prosecution efforts, for 
example by establishing specialized anti-cartel divisions, revising their leniency programme and lauchinannonymous whistle-blowing system. 
High-level fines can only gave a deterrent effect if the cartel members have reason to expect that their cartel activities will be uncovered. The 
leniency programme as one of the sources available for  uncovering anti-competitive agreements this also has a strong deterrent effect. Cartel 
members must expect at all time that one of them might have reported the illegal agreements to the competition authorities. The prosecution 
of illegal hardcore cartels1 is of key relevance for effective competition protection and, as such, has a direct positive effect in the economy and 
costumers. Cartels cause great harm to the economy because they lead to higher prices, lower product quality and less innovation. This harm 
can only be prevented if cartels are effectively prosecuted. Also, anti-competitive agreements lead to excessive prices coupled with inferior 
product quality. At the same time the elimination of competition undermines the innovative power of businesses.Cartels thus hurt the 
economy as a whole and the consumer in particular. The motivation to study competition policy and its importance for economy is step to 
introduce more economic possibilities and partnerships in our developing world. 
 

Keywords: Competition policy, economic order, social order 
JEL Codes: D83, N75 
 

1. INTRODUCTION 

Competition puts businesses under constant pressure to offer the best possible range of goods at the best possible prices, 
because if they don't, consumers have the choice to buy elsewhere. In a free market

2
, business should be a competitive game 

with consumers as the beneficiaries. Many developing countries now prioritize growth in their national poverty reduction 
strategies. Because effective competition is a driver of productivity, competition policy should be an essential component of 
any  pro-poor growth strategy, Crucially, competition facukutates greater equality of opportunity by breaking down the barriers 
to fair competition that often help to protect incumbent elites. Competition policy is about applying rules to make sure 
businesses and companies compete fairly with each other. This encourages enterprise and efficiency, creates a wider choice for 
consumers and helps reduce prices and improve quality. 

                                                           
1 Cartels-price,quota,customer allocation and territorial agreements. 

2free market is a system in which the prices for goods and services are determined by the open market and consumers, in which the laws and 
forces of supply and demand are free from any intervention by a government, price-setting monopoly, or other authority. Another view 
considers systems with significant market power, inequality of bargaining power, or information asymmetry to be less than free. 
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Low prices for all: the simplest way for a company to gain a high market share is to offer a better price. In a competitive market, 
prices are pushed down. Not only is this good for consumers - when more people can afford to buy products, it encourages 
businesses to produce and boosts the economy in general. Better quality: Competition also encourages businesses to improve 
the quality of goods and services they sell – to attract more customers and expand market share. Quality can mean various 
things: products that last longer or work better, better after-sales or technical support or friendlier and better service. More 
choice: In a competitive market, businesses will try to make their products different from the rest. This results in greater choice 
– so consumers can select the product that offers the right balance between price and quality. Innovation: To deliver this 
choice, and produce better products, businesses need to be innovative – in their product concepts, design, production 
techniques, services etc. Better competitors in global markets: Competition within the EU helps make European companies 
stronger outside the EU too – and able to hold their own against global competitors. 

The main aims of competition policy are to promote competition; make markets work better and contribute towards improved 
efficiency in individual markets and enhanced competitiveness.Competition policy aims to ensure: 

 Technological innovation which promotes dynamic efficiency in different markets 

 Effective price competition between suppliers 

 Safeguard and promote the interests of consumers through increased choice and lower price levels 

There are four key pillars of competition policy in the European Union: 

1. Antitrust & cartels: This involves the elimination of agreements that restrict competition including price-fixing and 
other abuses by firms who hold a dominant market position (defined as having a market share in excess of forty per 
cent) 

2. Market liberalisation: Liberalisation involves introducing competition in previously monopolistic sectors such as 
energy supply, retail banking, postal services, mobile telecommunications and air transport 

3. State aid control: Competition policy analyses state aid measures such as airline subsidies to ensure that such 
measures do not distort the level of competition in the Single Market 

4. Merger control: This involves the investigation of mergers and take-overs between firms (e.g. a merger between two 
large groups which would result in their dominating the market) 

2. COMPETITION SUPPORTS ECONOMIC GROWTH 

Competition supports international competitiveness in two ways. The first and most visible effect is by keeping domestic prices 
down and by providing a greater choice and quality of goods and services. This means that  companies can keep their costs 
down and produce cheaper, better products that can be more easily exported. Competition also drives productivity growth as 
firms continually strive to improve processes, reduce costs and produce products better suited to evolving consumer needs.  
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To increase productivity, that is, to get more output from a given level of inputs, a business must become more efficient. It 
must also innovate and develop new and highly sought after products that consumers want. Productivity is a measure of the 
level of value a business gets from its inputs. Where competition is strong, productivity is strong. If companies operating in 
competitive markets do not improve their productivity performance they will lose customers. Competition is the critical driver 
of performance and innovation. It benefits everyone by enabling us to choose from an array of excellent products at affordable 
prices. Competition also encourages the adoption of innovation as companies evolve and new ideas flourish in the marketplace. 
Competition is very important for developing and small countries, as Georgia

3
. 

3. ABOUT THE LENIENCY POLICY 

In cases of anti-competitive agreements (in contrast to most offences such as theft, criminal damage to property or bodily 
injury, it is not only unclear who committed an infringement. Even the fact that an infringement has taken place is initially 
unknown. Illegal cartel agreements are conducted in secret. There is a high level of conspiracy: The cartel members rarely 
produce written documents and try to hide possible evidence or destroy evidence at an early stage. In the eyes of outside 
observers the result of anti-competitive agreements, for example excessive prices, could have many other causes. As a 
consequence, it is usually a big challenge for competition authorities to discover an infringement at all, let alone secure 
sufficient evidence to prove the illegal cartel agreement and impose a fine. After all, the administrative order imposing the fine 
needs to withstand judicial review. In order to effectively combat cartels it is often necessary to uncover cartel agreements with 
the help of an insider. It is therefore essential to induce cartel members to cooperate with the competition authority. The 
leniency programme is applicable to all participants in a cartel, natural persons as well as companies. It clearly distinguishes 
between immunity from and reduction of a fine. Only the first applicant will be granted immunity from a fine, later applications 
can only lead to reductions of a fine of up to 50%: The first applicant to disclose information and evidence giving rise to the 
initial suspicion of a hardcore cartel will be automatically granted immunity from a fine. This provision only applies if the 
applicant cooperates fully and on a continuous basis with the agency, and was neither the only ringleader of the cartel nor 
coerced others to participate in it. If the first applicant only comes forward after the agency has already formed an initial 
suspicion, he/she will have to do more to be granted immunity.  

All other applicants who cannot be granted immunity can have their fines reduced by a maximum of 50%, provided they 
cooperate fully and continuously with the agency. The amount of the reduction granted depends on the value of the 
cooperation and the order of precedence of the application in the leniency queue. The leniency programme is only applicable in 
cases of horizontal agreements and coordination between competitors. For other infringements of competition law, for 
example violation of the prohibition of vertical price fixing, the cooperation provided by applicants can, however, also be taken 
into account as a mitigating factor in the calculation of the fines. One objective of the leniency programme is to make it as easy 
as possible for cartel members to cooperate with the agencies. An application can therefore also be filed verbally and/or in 
English. The applicants’ position in the leniency queue is decisive for their immunity from fines or the amount of reduction of 
their fines. However, cartel members often do not have immediately available the extensive information required for a leniency 
application. With its ‘marker’ system the leniency programme offers the possibility to secure a position in the queue for a 
certain amount of time. Applicants declare their willingness to cooperate with the agency and indicate the type and duration of 
the infringement, the product and geographic markets affected as well as the identity of the cartel members. In addition, a 
marker application must state at which other competition authorities applications have been or will be filed.  The applicant 
then receives a confirmation of receipt and has a maximum of 8 weeks to draft a complete leniency application. If the 
application is filed within this period, the position in the leniency queue is safeguarded and other leniency applications filed in 
the meantime move down in the queue. 

4. THE ROLE OF A COMPETITION AGENCY 

Competition contributes to growth in many ways. For example: there is evidence that it reduces inflation rates, both at the 
sectoral and aggregate level

4
. And it is a defence against the entrenchment of vested interests and protectionism, opening up 

markets to new entrants and increasing the attractiveness of a country as a recipient of foreign direct investment. The role of 
competition in driving economic growth is especially important in the current economic climate. With macroeconomic tools 
likely to prove insufficient, and their use restricted by the need for fiscal consolidation, microeconomic instruments (such as the 

                                                           
3 is a country in the Caucasus region of Eurasia. Located at the crossroads of Western Asia and Eastern Europe 
4 European Central Bank (2005), Does Product Market Competition Reduce Inflation? shows a robust and significant negative link between 
competition and inflation, both at the aggregate and sectoral levels. 
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removal of unnecessary regulatory burdens and the protection and promotion of competition) become all the more important. 
This is a message echoed by many commentators, including those from outside the competition regime. To fulfil its potential to 
contribute to economic growth. An effective competition policy needs to address both public and private restrictions on 
competition. The restrictions on competition that can result from the actions of private agents – for example the creation of 
price-fixing cartels or abuse of market power by dominant firms – and the impact that they can have on efficiency and 
innovation are well known. 

But it is also essential to recognise that governments can also have an adverse impact on competition, and as a result, the 
growth of a particular public sector. This can occur through overt actions, such as exempting certain sectors from the 
application of competition laws or granting subsidies to industries or individual players. It can also occur through more subtle 
forms of market intervention (for instance, by introducing regulations that, while aiming to achieve public policy objectives, 
provide an advantage to incumbents). That is not to say that governments do not have a role to play in markets – in many 
cases, the role of government is a legitimate and necessary one – as markets cannot exist without a framework of rules. 
Markets, left to their own devices, can also fail because of market power, information asymmetries or externalities.  

However, government interventions can have unforeseen, yet significant consequences. As such, the full cost of intervention 
needs to be carefully assessed before deciding whether, how much, and how to intervene – especially as over-intervention, not 
under-intervention is usually the bigger risk. In this respect, competition agencies have an important role to play in the 
sometimes difficult task of helping policymakers consider all costs and benefits of a market intervention. This is essential for a 
number of reasons. First, there might be a bias in evidence. The benefits of government interventions might be easier to see 
than the cost of lost competition, especially as much of the evidence is likely to come from interest groups (which have the 
most to lose) and might be weighed in a certain direction.  

Second, governments need to factor in (but frequently overlook) the benefits of dynamic efficiency, and the risks derived from 
preserving business models that are unsustainable, while blocking innovation and new entrants to the market. These benefits, 
while potentially significant, can be difficult to assess or rely on in advance and may take years to materialise. 

5. CONCLUSION 

In conclusion, competition policy plays a key role in fostering dynamic markets and in stimulating economic growth. The 

international competitiveness of industries depends on access to inexpensive inputs, improvements in efficiency and 

productivity and innovation, all of which competition promotes. Competition is central to the operation of markets, and fosters 

innovation, productivity and growth, all of which create wealth and reduce poverty. However, markets do not always work well, 

and uncompetitive markets are often those that matter most for the poor. This paper outlines the direct and indirect, and often 

complex, linkages between competition and competition policy. The existence and importance of these linkages is still not 

sufficiently recognised in the developing world. 
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ABSTRACT 
Today's states are living the stage of information society after agriculture and industrial society level. The concepts such as speed, quality, 
efficiency and productivity have gained importance in the information society. The most important competitive tool in the information society 
is the acquisition of information and sharing among the institutions. The most important contribution of the information society to public 
administration reforms is the e-government, which provides advantages in terms of time and labour costs. E-government practices strengthen 
communication between citizens and administrative institutions. E-government is accelerating mutual communication between public 
institutions and increases communication possibilities. It makes public administrators accountable directly to the public. It prevents 
administrative corruption. It increases citizen participation in administrative processes and political practices in a democratic manner. The e-
health, which refers to the e-government's practices in the health sector, ensures that the services provided to all stakeholders are delivered 
quickly and easily in the field of health. Turkey is still in its first phase in e-health applications. Since the announcement of the health 
transformation program in 2003, many e-health projects have been developed and put into practice. This study aims to explain the concepts of 
information society and e-government, to examine and evaluate the e-health applications in Turkey. From a methodological point of view, the 
study discusses the e-health projects in Turkey in a methodological way starting from the literature on e-government theory. It demonstrates 
the contribution of e-health projects in Turkey’s e-transformation process. 
 
Keywords: Information Society, Information Technology, e-government, e-health, Turkey. 
JEL Codes: JI10, JI18. 
 

 

1. INTRODUCTION 

The most important agenda item in public administration reforms since the 1990s is the effectiveness of the state. The 
effectiveness of the state necessitates an increase in administrative performance. Administrative performance is directly 
related to the use of scarce resources allocated to public services. Qualified presentation of public services will reduce public 
expenses. With a decrease in public expenditure, the state will invest more in the public sector and economic rationality will be 
provided in resource use. When public services are offered equally to the citizens, the satisfaction of the citizens is of great 
importance. Meeting the expectations and demands of the citizens affects the level of trust in the state. In this context, 
information and communication technologies are being utilized by the government to implement fast, efficieny, effectiveness 
and low cost public policies. These technologies eliminate the differences between time and space. 

E-government is one of the administrative reform instruments aimed at increasing citizen satisfaction in public services. With e-
government applications bureaucratic procedures can be done easily and cheaper. One of the most important indicators of the 
information society is the increase in the use of information and communication technologies. With e-government policies, any 
public service can be offered to the citizen in an electronic form. Health services are public services that citizens use mostly as a 
semi-public service. The effective presentation of health services is a requirement of becoming a social state in the 
constitutional framework. In this regard, e-health applications are being spread so that public institutions can exchange 
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information among themselves and between institutions; make it easier for health personnel and citizens to access information 
about the health sector, and process and store national health data records for citizens. E-health applications aim to provide 
modern and quality health services based on knowledge and information systems. In this study, informatics politics in Turkey in 
the field of health services are considered from a theoretical point of view based on the literature reviews.  

In the study, the concepts of information society and e-government are mentioned first. In the second part of the study, the 
policies carried out by the Ministry of Health are explained within the scope of starting e-health applications in Turkey. The 
Ministry of Health has undertaken a number of projects to provide transforming the information society and has acted as an 
active political leader in e-health applications. The scope of e-health projects in the study is also revealed. This study aims to 
analyze the position of Turkey in the field of e-health applications by evaluating the basic qualities of the e-health projects 
carried out by the Ministry of Health. The widespread use of e-health applications by citizens, apart from the policies of the 
Ministry of Health at the central level, will increase the chances of success of these projects. 

2. INFORMATİON SOCIETY and E-GOVERNMENT CONCEPTS 

From past to present, humanity history has passed three important stages. These stages were described by Toffler as 
agricultural, industrial revolution and information revolution. Toffler notes that technical innovations have shaped the world by 
three waves. The first wave is the agriculture revolution that started in 8000 BC with the invention of primitive agricultural 
machines and wheat farming. The second wave is the technical developments that started discovering with the steam power in 
1650 years and continued with the internal combustion engine and electricity. These technological developments have led to 
the Industrial Revolution. The beginning of the third wave dates back to the 1950s. In this period, the number of white-collar 
workers is more than the number of blue-collar workers. The peak point of the development of industrialization and the service 
sector in the third wave, the information revolution has emerged. 

The process of transition from the industrial society to the information society has been accelerated by the development of 
technology and the use of information in all areas of life. The basic production factor in the economy in the information society 
is knowledge. The vast majority of people work in sectors based on knowledge. Constantly large amounts of information are 
produced in each area, and these informations can be easily transmitted with the aid of information technology. People can 
easily access information without time and space constraints (Güleş and Özata, 2005: 29-30). For this reason, one of the most 
emphasized points in post-modern management theories is the provision of organizational communication based on healthy 
information exchange. The best way to differentiate organizations from their competitors is to be able to make use of the 
information in a perfect way. The way of collecting, managing and using information determines to win and lose in the 
organizational competition (Gates and Hamingway, 1999: 23). 

The organizational use of information technology changes the information processing operations vertically and horizontally. 
Some researchers have pointed out that information technology has strengthened the central decision-making process in a 
hierarchical structure upwards and downwards. Others state that information technology recognizes the ability to control the 
information processing process for lower-level employees effectively and efficiently and decentralizes the decision making 
process. (Moon, 2014: 8). The features distinguishing information technologies from other technologies are as follows (İzci, 
2001: 41; Moon, 2014: 9): 

 The collection of information: Information technology helps to provide, store, and protect information. It permits the 
taking of the printed copy, if necessary, to make corrections or addings. It ensures that every transaction made is 
recorded. The adoption of information technology by public administration is a tool for improving organizational 
performance and productivity. 

 The storage of information: Information technologies accumulate and store information. It turns the information into 
numerical units and stores it for use. 

 The processing of information: Data entered in the computer is processed into information. 
 The display of information: Information technologies transmit and display informations electronically. 
 The control of bureaucratic transactions: Information technology enables the determination and correction of 

deviations in bureaucratic transaction performance. The relationship between information technology and 
organizational performance focuses highly on internal management functions such as decision making, effective 
communication, and superior operational performance. 
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E-government is a term used to emphasize the application of information and communication technologies in administrative 
systems and processes. New models for policy formation, alternative forms of citizenship, changes in forms of power and 
partnership, new solutions for economic development are of interest to the e-government. It also adopts alternative 
approaches to increasing the participation of citizens in political processes. It looks favorably on different models of authority 
and partnerships. It produces new solutions related to economic development (Asgarkhani, 2005: 468). 

The aims of the e-government are as follows (Asgarkhani, 2005: 469): 

 To provide the on-line presentation of public services and the automation of administrative systems. 
 To ensure widespread adoption of network-based technology. 
 Reducing costs by moving administrative processes to internet environments. 
 To prevent corruption in public administration. 
 To encourage economic growth through information-communication technologies. 
 To increase citizen participation to enable political accountability and to improve democracy. 

The fact that the citizen and/or customer in e-government have paid more attention to the perceived qualitative value than the 
cost of a service must be considered in the implementation of services and costs. The e-government increases cooperation 
among public institutions by reducing public expenditures and attaches great importance to citizen satisfaction. It consists of 
phases such as increasing of different informations, online support, citizens' support and the foundations of operational 
facilities (Affisco and Soliman, 2006: 20). 

The services offered in e-government practice are (Homburg, 2008: 755-756): 

1- Information Services: These services focus on the disclosure of government regulations, policy reports, other 
official documents and brochures. 

2- Communication Services: These are concerned with making a complaint to administration or asking questions 
to civil servants and politicians about the implementation of certain rules and programs. 

3- Transaction-Based Services: It is about digital tax cuts, permits, licenses and subscriptions. It emphasizes the 
management of specific demands and applications for staff rights and responsibilities, electronic data entries. 

4- Participation Services: It is broader than electronic voting. Electronic forums and virtual communities offer 
political participating opportunities to citizens, pressure groups and third parties for evaluating policy 
programmes such as rebuilding a railway, a shopping center, and a political program, the environment 
regulation. 

5- Data Transfer Services: It enables basic and standard information sharing and exchange between public 
institutions, public and private sector organizations. 

The administrative approach to information technologies in public administration and e-government studies is trying to put 
various administrative values into life through applications of information technologies. This approach requires information 
technologies to take the place of human power in organizations (Moon, 2014: 7-8). In services and costs offered through e-
government, citizen and/or customer focuses on qualitative value perceived more than cost of the public service (Affisco and 
Soliman, 2006: 20). 

In the public sector, the effectiveness of e-technologies and network-assisted solutions can be influenced by some social and 
cultural factors (Asgarkhani, 2005: 474): 

 Information Security: Technological progress allows public institutions to aggregate and preserve data about 
individuals and organizations. This, however, can create a problem for the management of information for such 
institutions. 

 Impact on Occupations and Workplaces: Despite technical progress, the idea that computers will take the place of 
human power is not on the agenda as it used to be. Instead, people are focused on the health risks associated with 
continuous computer-based working. 

 Impact on Individual Rights and Private Life: Companies and administrative agencies collect, store, and make 
accessible data about individuals and their private lives. Access to such large-scale information may pose a danger, 
particularly in terms of politically corrupted public institutions. 

 Potential Impact on Society: Despite some economic benefits of ICTs on individuals; the gap between computer 
literacy and those with and without internet access is increasing. 
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 Impact on Social Interaction: Progress in information-communication technologies and network-based technological 
solutions have enabled the automation of most administrative functions and the use of information within online 
environment. 

Various methods are used to evaluate the performance of the e-government. From these methods, the transaction costs use 
the grouping method to calculate the benefits for different groups of users and the service receivers. It is an easy and fast way 
to estimate cost savings for e-government applications. Net present value is an easy way to measure monetary values and 
concrete benefits. It is used when the benefits are measurable, where the cash flows are on an individual level. Cost-benefit 
analysis is a flexible method that measures tangible and abstract benefits and evaluates them according to net total costs. It 
ensures that the benefits are analyzed in a good way. But it can be expensive and time-consuming. Cost-effectiveness analysis 
focuses on achieving specific objectives related to marginal costs. It is taken into account marginal benefits for some specific 
purposes. Document analysis measures the total risk of expected savings on paperwork at an institutional level. Especially 
making a risk analysis is important in document analysis. Value estimates are used to monitor performance against general 
policy targets (Foley and Alfonso, 2009: 378). 

3. E-HEALTH PRACTICES IN TURKEY 

E-health is the use of all the functions of information and communication technologies to improve the health of citizens and 
patients and to increase access to health care services (T.C. Sağlık Bakanlığı, www.e-saglik.gov.tr, 24.12.2016). E-health 
applications bring many benefits to health care delivery. For example; health care costs are falling. Efficiency is provided in 
health service delivery and resource distribution. Communication between health personnel is increasing. Citizens who have 
difficulty accessing health services, such as living in rural areas or difficulties in transportation, may benefit from health 
services. Health personnel and citizens can access the information more easily. Thanks to new technologies, the relationship-
based approach has become more effective. The relationship-centered approach refers to a more sensitive approach to the 
needs of patients in accordance with doctors and patients' perspectives. It includes sharing treatment-related situations with 
patients and their relatives (Williams, et al., 2000: 80). In addition, today's patients have a more active role in the decision-
making process to educate themselves about medical issues related to their illness before they come to see their doctors (Diaz, 
et al. 2002: 180). In this respect, e-health provides the improvement of the quality of the health services by taking the role of 
internet and similar technologies in the acquisition, transfer and development of the data related to the service. It requires the 
use of information and communication technologies for the development of local and general health services (Sivil Dayanışma 
Platformu, sdplatform.com, 22.12.2016). Thus, health services can be provided in the highest quality and fastest manner to big 
masses. E-health applications are a health presentation system based on knowledge and information systems. The system cares 
about human life. It seeks new methods in the treatment of diseases. It creates goals for the future. It provides quality service 
with stakeholders (IT Advisor, itadvisor.com.tr, 22.12.2016). 

The basic aims of e-health projects are (T.C. Sağlık Bakanlığı, www.e.saglik.gov.tr, 24.12.2016): Establishment of data analysis 
support and decision support systems, acceleration of data flow among e-health stakeholders, to increase resource efficiency 
and productivity, to coordinate e-health initiative processes, to support scientific studies, adoption of e-health concept at 
national level. 

There are five different stages of transition to the e-health system (Tan, 2005): 

Level 1: At this stage patient records are still kept on paper in the patient services system. Some of the patient informations 
were transferred to the computer. Some of the procedures (such as patient registration, appointment, results, etc.) required by 
health services can be automated. Turkey is still first class. 

Level 2: Patient records are digitalized and placed in the document monitoring system. The patient's information is scanned and 
transferred to the system as an optical image. However, the transfer of information to the system does not provide the 
opportunity to update and analyse user information to system’s users. 

Level 3: At this level, medical records serve as a decision-making support tool to user physicians. The records can alert service 
users. 

Level 4: Electronic medical records keep only patient informations. Electronic patient service, as well as patient information 
records, include informations concerning all patient services and from other public institutions where the patient is connected. 
It is possible to see the information in the hospital where the patient applied in the past, which treatments were applied, and 
what kind of results the treatments gave. 

http://www.e-saglik.gov.tr/
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Level 5: At this level, information is obtained from a wider audience. The information that will give rise to general conclusions is 
detected. For example; informations about the eating habits of the individuals, the frequency of using cigarettes and alcohol 
are collected and reports are made according to the results. At this level, records are kept as welfare services records (Wager 
and et al., 2009). 

The technologies used in health services and related units are evaluated in four categories (Omachonu, 1991: 10): 

 Technologies in the Field of Diagnosis: Diagnostic technologies are used for patient measurements and tests applied to the 
patient. 
 Technologies Used in Therapeutic Areas: They are used directly in the treatment of the patients. 
 Technologies Used in Information System Fields: It deals with providing, analyzing, storing and using information. 
 Multipurpose Technologies: Two or more technologies are represented together. 

The main values of e-health concept in the articles published in Medical Internet Research are as follows (Eysenbach, 2001: 20): 

1- Efficiency: One of the most important effects of e-health is to increase productivity by lowering wages. The way to reduce 
wages is to prevent duplicate and useless diagnoses and treatments by improving communication between health care 
providers and patients. 

2- Care for Quality: E-health has the ability to compare health care institutions. Patients prefer organizations that offer better 
quality public services. 

3- To Be Evidence-Based: The validity of e-health initiatives has been proven by intensive scientific researches. 

4- Authorization: Patients have access to basic medical informations and personal electronic records via the internet with e-
health applications. 

5- Encouragement: E-health transforms the health care into a form in which decisions are taken together, which treatment 
clearly describes. 

6- Education: E-health supports the development of health professionals through online databases and consumers’ through 
special preventive informations in health care. 

7- Activation: E-health enables healthcare organizations to communicate with each other and exchange information in a 
common standard. 

8- Expanding: E-health enables consumers to easily obtain health services from global service providers. 

9- Ethics: E-health brings a new form to the interaction between patient and physician. Online professional practices introduce 
new problems in ethical issues such as information, privacy and equality. 

10-Equality: Making health care more equitable for everyone is one of the main goals of e-health project. 

Although health-related e-government practices began in 1991; it is known that integrated academic information systems 
created in the 1980s in healthcare in the US, one of the forerunners of e-government applications, are used. The ministry of 
health in Turkey has done a variety of studies for personnel movements, controlling of efficiency of the source, material and 
financial values over the internet. The document monitoring program was developed by the Ministry of Health Data Processing 
Center in order to be able to answer the documents in the provinces and to follow the results electronically via the internet and 
it started to be used in the intranet environment in the central organization of the ministry at the beginning of 2003 
(Başbakanlık, 2002: 85). In May 2003, Turkey Health Information System Action Plan was prepared. The e-health studies in the 
Ministry of Health began in 2004 and were completed in January 2005. The necessary workings for e-health infrastructure in 
Turkey were made on 09.10.2016. In addition, since the year 2014, the Ministry of Health has set up health data warehouses 
covering across the country and plans to use the informatics applications through obtained the data from the center and the 
provinces over the Health Special Network (SB.net). In 2015, the Ministry of Health decided to transition to web-based 
architecture with applications such as Hospital Information Management Systems and Family Medicine Information Systems 
with the circular no. 2013/14 "Information and Communication Technologies". Established in 1996 and reorganized in 2011, the 
General Directorate of Health Information Systems has been brought to a contemporary structure. 

Through the technological and administrative changes, the General Directorate of Health Information Systems developed new 
and effective strategies to implement the e-health transformation program (T.C. Sağlık Bakanlığı, 2013). Within the context of 
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the Health Transformation Program and the scope of strategic management, the Ministry of Health has prepared the first 
strategic plan covering 2010-2014 years. Accordingly, the ministry is required to establish mobile health stations that will 
increase access to health services, to train educated health professionals in the EU standard to improve e-health management, 
and to support health information systems with facilities, equipment and technology. 

In this section, the e-health projects conducted by the Ministry of Health are mentioned. 

3.1. Telemedicine 

Tele-medicine is the provision of communication technology and the use of information in health care services to the 
individuals who are away from health service providers. Thus, health workers exchange views with each other. They can share 
data. They use information systems and communication technologies to conduct health-related researches (Demirel, 2013: 73; 
Wallace, 1998: 777; Blackwell et al., 1997: 583). The beginnings of tele-medicine applications extend back to the 1960s. First, in 
1964, a 180-kilometer closed-circuit television system was established between the Nebraska Institute of Psychiatry in Omaha 
and the State Mental Hospital in Norfolk. In our country, tele-medicine was first used in health services in the field of radiology 
and pathology. The project covers the state, education and research hospitals in various parts of Turkey (Işık and Güler, 2010: 
2). 

The aims of the Tele-Medicine project are (T.C. Sağlık Bakanlığı, www.e-saglik.gov.tr, 24.12.2016): 

1- All images and informations about the patient are collected in the electronic area for digital and paperless hospital 
establishment. 

2- To provide quality and certainity in patient evaluation, to reduce costs. 

3- Knowledge and experience sharing among physicians. 

4- Consultation in complex cases. 

3.2. Family Medicine Information System 

The Family Physician Information System communicates with the Ministry of Health Central Database via the internet and can 
send the data from the local base to the center. The system allows the communication between the physician and the Ministry 
of Health and the Provincial Public Health Directorate. With the Family Physician Information System, family physicians can 
record the health service offered by them in an electronic form. The data sets requested by the Ministry of Health from these 
recorded data are transmitted directly to the Ministry in the electronic environment (Ministry of Health, 2005: 6). First, this 
program started to be implemented in Düzce. 

3.3. Core Resource Management System 

The implementation of the Core Resource Management System began in 1997. The systems were established to record, 
monitor and plan all the resources of the country's health system. Buildings, tools and equipment, medical devices and 
materials, financial resources; buildings, facilities, services and human resources belonging to the private sector are recorded in 
the public health facilities with the system. With the Core Resource Management System, the Ministry of Health is able to 
follow up and plan the situation of all public personnel. It is a system used to manage, monitor and support resource planning 
of the Ministry of Health. The system consists of five modules: The Human Resources Management System module enables the 
monitoring of personnel movements, payroll and accrual procedures to be carried out in the Ministry of Health. With the basic 
health module, statistical follow-up of diseases and diseases that can be encountered in health institutions are recorded as data 
and evaluated as statistical data. 

With the investment tracking system; The Ministry of Health's investments are being followed. The system includes information 
such as code, substitution and land registry informations, fire controls and earthquake analysis of all the buildings connected to 
the Ministry. The material resources management system records all the materials needed. The system is looking for the 
answer to the questions of which material is used, which institution and organization, and how much it is used. The 
management system of private health institutions monitors the establishment and personnel movements of private health 
institutions. It provides all kinds of information and document flows by including these institutions in the health private 
network (T.C. Sağlık Bakanlığı, www.saglik.gov.tr, 24.12.2016). 

 

http://www.e-saglik.gov.tr/
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3.4. E-Prescription 

It is the regulation, correction, observation and transfer to the person or pharmacist of the pharmaceutical prescriptions using 
information and communication technologies. Under the e-prescription, the physicians transfer the prescription electronically 
to the pharmacists or persons in electronic environment (eHealth Initiative, 2010). It is possible to store the prescription 
electronically without the necessity of transferring the prescriptions to the paper environment. E-prescription minimizes 
human-induced mistakes. It constantly updates and improves the health system. It provides fast and repeatable service. It 
provides follow-up to the patient and controls unnecessary drug uses (T.C. Sağlık Bakanlığı, www.saglik.gov.tr, 22.12.2016). 
Considering that 1.5 million prescription papers are used daily in Turkey, it is understood that the system provides a great 
saving even in terms of paper savings (Demirel, 2013: 88). 

3.5 Drug Monitoring System 

Drug monitoring system is the adaptation of the follow-up and monitoring system that is applied all over the world to the 
pharmaceutical sector. Thanks to the electronic product code, it is a system to follow the drugs during the procurement and 
distribution. The most important purpose of the system is to ensure patient safety. Inputs and outputs are reported and stored 
in a database with the system since the production or import of drugs. Receiving a report on medicines is important both for 
ensuring drug safety and for detecting drug deceitfulness (T.C. Sağlık Bakanlığı, itsportal.saglik.gov.tr, 24.12.2016). 

3.6. Medula (General Health Insurance) 

It is aimed to record all the personnels and the health expenditures as the informatics arm of general health insurance. The 
general health insurance collects billing information electronically between health institutions. It is an integrated system 
designed to realize service payments (T.C. Çalışma ve Sosyal Güvenlik Bakanlığı, www.sgk.gov.tr, 24.12.2016). 

With the Medula System, the disabilities of health services are prevented. The quality of the provided health services has 
increased. The health services are now available in a faster format. All information used in the health service is recorded in an 
electronic database with the Medula System. With the system, applications for monetary receivables of individuals and 
institutions have been resolved in a timely manner (SGK, 2013: 40). 

3.7. Central Hospital Appointment System 

The central hospital appointment system has made it easier for all citizens in the country to access health services within the 
scope of the health transformation program. It is a project developed for public hospitals to provide services more effective and 
efficient manner. With the project, it has been facilitated to apply health services from anywhere and all kinds of information 
communication tools. Citizens also can choose physicians according to their wishes. The project was first implemented in pilot 
regions of Erzurum and Kayseri in 2010. In 2011, this service was spread throughout the country (www.mhrs182.net, 
24.12.2016). 

3.8. Health-NET 

Citizens with e-health portal called Health.NET can learn their own family physician and communicate with him. They also make 
appointments via the central hospital appointment system. They can see their health records. Health care personnels can also 
keep up-to-date informations and regulations about their area. They can report data through applications on the portal. They 
can access health reports and detailed statistics (Kırıcı, 2008). In this respect, Health.NET helps to identify problems and 
priorities and take measures in the health sector. The sector contributes to the planning of resources, workings and 
investments, and the assessment of the quality of health services. It collects and processes the data necessary for scientific 
researches and studies (T.C. Sağlık Bakanlığı, www.e-saglik.gov.tr, 24.12.2016). Health-NET has brought quality and standard to 
health services. With Health-NET, only the data collected in statistical and printed form have been collected to cover all the 
health information from the birth to the death of the patient. Electronic health records of citizens have been shared among 
different health institutions (Yıldız, Ertuna and Uçar, 2009: 108). 

3.9. Decision Support System 

The decision support system ensures that data in the decision-making process are collected, stored, analyzed and easily 
accessed. The data obtained are used in the planning of health services, in determining the strategies and in making critical 
management decisions. The Ministry of Health aims through the system to report the data in applications such as e-health, core 
resource management system to every level user over decision support system-geographical information system platform. In 

http://www.saglik.gov.tr/
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this regard, the decision support system aims to support to the users in decision making process. Thus, the system helps to 
solve semi-structural and non-structural problems (Demirel, 2013: 71). 

3.10. One-Order Accounting System 

It has been determined that financial and fiscal statements of healthcare providers are different in accounting, business and the 
Ministry of Health. In this respect, it is necessary to tabulate the financial and fiscal tables in the accountings in a uniform and 
appropriate standard. For this, it is aimed to process the accounting records and informations with standard software in one-
order accounting system (T.C. Sağlık Bakanlığı, www.tdms.saglik.gov.tr, 24.12.2016). 

3.11. Ministry of Health Communication Center 

Ministry of Health Communication Center has been active in 1.1.2004. The aim of the center is to make interactive 
management effective with the participation of ministry personnels and citizens. The center contributes to the resolution of 
problems arising from lack of communication between the public and the administrators. It serves citizens for seven days and 
24 hours by phone number 184. Each Provincial Director of Health and the assistants of the director were appointed as the 
Ministry of Health communication center authority (T.C. Sağlık Bakanlığı, sabim.saglik.gov.tr, 24.12.2016). 

3.12. Electronic Transfer System 

With the implementation of the central hospital appointment system, it became possible for patients to make appointments to 
a different hospital over the Health.NET infrastructure. In this context, the information of patients who have made an 
appointment from a different hospital with electronic transfer system is sent in an electronic environment and transfer of the 
patient is carried out (T.C. Sağlık Bakanlığı, www.e-saglik.gov.tr, 24.12.2016). 

3.13. National Health Data Dictionary 

It is a dictionary work that is referenced by the hospital information systems used by the health institutions in Turkey. The 
dictionary contains hierarchical inter-term relations that are of different data sets. The data dictionary simply provides for the 
collection, analysis and evaluation of data from health institutions in accordance with established standards. The first version of 
the National Health Data Dictionary was created in 2007 by the Ministry of Health Data Processing Department (T.C. Sağlık 
Bakanlığı, www.e-saglik.gov.tr/TR7141/usvs.html, 24.12.2016). 

3.14. E-Pulse 

It is a personal health record system where all health information is managed and can be accessed from one location to the 
medical background. Detailed information on all examinations and treatments can be obtained with e-pulse. The examinations 
are evaluated in terms of service quality. You can comment on the health services you received. All laboratory test results and 
radiological views are recorded on e-pulse. In the e-pulse application, all data is encrypted and stored. The project has been in 
operation since 1 March 2015. The system has been used by all family physicians and other health care providers through a 
common channel. The project provides access to all health informations and documents from everywhere in the most 
economical way (T.C. Sağlık Bakanlığı, enabiz.gov.tr/Yardim.html/#url13, 24.12.2016). 

3.15. The Pension Fund and SSK E-Health Applications 

With the supervision project of the pension fund's health expenditures, while pharmacies act on prescription process, they 
connect to the computer center of the pension fund and perform the data entry from their computers. Thus, it is evident 
whether the person has the right to benefit from the health service, whether the medicines entered into the system will be 
paid, or how much will be paid. In addition, patient participation payments and the amount that the pension fund will pay to 
the pharmacy are reflected on the pharmacy's computer. The tests and treatments made by the health centers are evaluated 
according to the coding system and the budget implementation order prices and they are taken into computer records on a 
person basis. Under the Social Insurance Institution (SSK), the infrastructure of the central and provincial insurance units has 
been renovated and a e-insurance project has been passed down for follow-up of the institution's revenues and expenditures. 
With the e-insurance project, all the employer informations, accrual and collection accounts in the province can be monitored 
from the center in Ankara. The affiliated institutions of the Ministry of Health require provision for the SSK members who apply 
to them. During the provisioning process, it is checked whether the SSK member has the right to receive health services or not. 
It is called "entitlement" for an SSK insured or a pensioner to qualify for health care. The rights acquisition control web service 
does this procedure. (Güleş ve Özata, 2005: 159-163). 

http://www.tdms.saglik.gov.tr/
http://www.e-saglik.gov.tr/
http://www.e-saglik.gov.tr/TR7141/usvs.html
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4. CONCLUSION 

The importance of social change in the development of the states is great. The social change process has started with the 
transition to the agricultural society and continued with the industrial society where production and consumption are 
important. The transition to information society, which is perceived as the last wave, and information and information 
technologies have started to be used almost everywhere from education to health. The most important element in the 
information society is the widespread use of produced knowledge. The prevalence of information increases organizational 
effectiveness in terms of operational processes. For this purpose, steps such as the collection, storage, processing, display and 
control of information are important for the development of information technologies. In the public sector, e-government 
emphasizes the importance of concepts such as speed, time and quality, and argues that information technology produces new 
solutions for administrative reforms. According to this; in public administration, e-government will reduce costs together with 
on-line presentation of public services and will prevent bureaucratization. It will provide administrative transparency and 
accountability by increasing citizen participation in administrative and political processes. It is expected that e-government 
applications will be useful in services based on information, communication, participation, data transfer services and 
transactions. With the use of e-government applications in the health sector, all detailed information about patients can be 
kept within a system. Physicians can access all the information about the patients instantly and make more accurate diagnoses. 
Technological applications in health services are aimed at reducing costs in the health sector, facilitating operations, creating a 
competitive environment and providing quality. The internet is one of the most common applications in researching health 
related informations. Patients can easily access medications, treatments and new applications in the healthcare sector from the 
internet. It has become possible with information and communication technologies that health information can be accessed 
from the desired place and at any time. With the use of electronic data entry systems, electronic applications have gained 
widespread use in the health sector. This situation ensures time and labor costs savings. The correctness of the data, transfer 
speed, wide accessibility, and interconnection of data elements improve performance on a technical system basis. The records 
stored in the long term in the electronic environment are important for medical researches, comparative statistics on health, 
quality studies and national strategic planning goals. E-health applications are expected to increase effectiveness in health care 
services. These practices give the patient more responsibility. Individuals decide more conscious about own health conditions. 
In addition, it increases the interaction between the patient and the healthcare provider in health care. Thus, healthcare 
services are delivered by reducing the number of medical errors and making clinical processes more efficient in accordance with 
the requirements of the information society. 

Although Turkey is in the first stage of transition to the e-health system; Turkey has achieved an important milestone in the last 
decade, along with a health transformation program. The Ministry of Health, which has carried out many successful projects in 
the field of e-health, has increased the effects of technological development on health sector by supporting its health policies 
with information technologies. It has become possible to exchange views between health personnel with tele-medicine. The 
family medicine information system allows family physicians to record patient informations and, if necessary, transfer these 
informations to the Ministry of Health. 

The core resource management system allows the Ministry of Health to manage, monitor and plan for its own resources. E-
prescription practices have reduced red tape and unnecessary bureaucratic processes. The drug monitoring system records the 
inputs and outputs of drugs. It secures drug safety. The Medula system is provided to store informations from health services in 
an electronic database. 

The central hospital appointment system made it easier for citizens to apply for health services. The Health.NET portal provides 
quality control of health services and standardization of services offered. The decision support system adopted a user-focused 
approach and made the decision-making process easier. 

The one-order accounting system ensures that accounting entries are recorded in a standardized order, avoiding the 
fragmentation in financial records in the health field. The electronic transfer system has carried out the transfer of patients 
from one hospital to another without the need for bureaucratic procedures. The national health data dictionary is an essential 
resource for hospital information systems. The e-pulse project allows patients to receive detailed information about their 
examinations and treatments. The pension fund and SSK's e-health applications control health spendings and automatically 
identify those who qualify for health care. As you can see; The Ministry of Health has demonstrated the importance of 
information technology in health policies by introducing multi-directional projects in e-transformation process. The widespread 
use of e-health applications by citizens consciously will further enhance the impacts and successes of information technologies 
on the health policies. 
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