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Preface

This book refers many regional disparities and regional development issues of
developed, emerging or underdeveloped countries. Regional imbalances that
arises because of economic, geographical, historical or sociocultural reasons,
can turn into an important development problem when required preventions
are not taken. Therefore, Turkey tries to solve its regional development problems
by using regional development policy tools applied seen in many places of the
World. For these purposes, each chapter of the book contains the effects and
consequences of regional development policies carried out by specific character-
istics of regions of Turkey. Therefore, I would like to express my gratitude to the
authors who wrote these chapters.
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Haktan Seving'

Introduction
Region, Regional Imbalance and Regional
Development Policies

In this book, in which the discussions on the regional imbalances and regional
development policies are made, firstly the regional imbalance problems that are
the reason for implementing the regional development policies are discussed and
the factors causing the regional imbalances are investigated. Then, in the next
step, the fundamental points in Turkey’s policies in struggling with the regional
imbalance are presented and the analyses are made on the efficiencies of Turkey’s
regional development policies.

The concepts of economic growth and development are the points that devel-
oped, developing, and underdeveloped countries put significant emphasis on
and are among the most important objectives of economic policies that they
develop through various politic instruments. On the other hand, the differences
between regions in terms of economic or sociocultural development result in
developmental differences both between countries and between regions. The
interregional development differences may pose difficulties in increasing the
level of welfare, as well as the economic development of the countries. From
this aspect, the regional development policies conducted in the way involving
all the country or specific regions are the policy complements that must be in
harmony with the general economic policies because the regional development
policies designed in order to eliminate various problems arising from the interre-
gional imbalances constitute a sub-group of general economic policies. Thus, the
factors causing regional imbalances should be examined and the policy measures
should be in harmony with the general economic policies in order to resolve the
problem of interregional imbalances. From this aspect, the concepts, definitions,
instruments, and policies related with region, development, and imbalance were
discussed in parallel with local or regional development in this chapter.

The concept of region: This term is used in defining the regions exhibiting
a unity or similarity in terms of natural, sociocultural, humane, or economic

1 Assoc. Prof,, 1gdir University, Faculty of Economics and Administrative Sciences,
Department of Economics, 76000, 1§dir/TURKEY
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characteristics. Although the names, types, authorities, functions, etc. of the
units defined as region are different, they have unity within themselves. In this
parallel, according to many researchers, the concept of “region” refers to a sta-
tionary structure, which means a part of land, whereas come others express that,
besides the fact that the stationarity still applies to the land-related definitions,
the term “region” also refers to a non-exact variability. From this aspect, the term
“region” generally means a non-static (i.e., a dynamic) structure.

The dynamic condition emphasized in the concept of region is mainly because
the definition referring to the “region” according to a variable may be excluded
from this concept according to another variable or in the following process. For
this reason, the definitions of region generally reflect a dynamic condition. For
instance; a region may differ in the course of time in terms of climate or flora,
whereas the regions may shrink or expand based on their administrative, politic,
cultural, or population characteristic or they may fall outside of the definition
by falling short or making progress from economic, industrial, agricultural, or
commercial aspects (Kvicalova et al., 2014: 244). Thus, the definitions that are
based on the concept of region may change. The important point is to involve the
“homogeneity” in the definitions.

The definition of “region”, which originates from the Latin word “regio’,
is used for defining the group, social, or administrative structures such as
direction, side, part, area, basin, field, neighborhood, province, and district.
Moreover, it may also be defined as all the units or a part of land constituting a
whole from the aspect of physical characteristics. Again, it is a definition that
is widely used for defining the units constituting a whole in terms of histor-
ical or cultural values or heritages. Besides that, some of the researchers define
the region from geographic, sociocultural, politic, and medical aspects (Dejan
etal., 2015: 69).

In the light of these explanations, the region can be defined as a spatial unit,
borders of which have been drawn and determined using specific descriptive
instruments (land, climate, flora, economic conditions, socio-culture, pol-
itics, population, etc.), which forms a whole from administrative or manage-
rial aspects identified through specific, and which is between the state and local
governments (Wannop, 1995). Moreover, the fundamentals of the concept of
region can be listed as follows (Tekeli, 2008: 174; UN, 2001: 24);

o The concept of region involves the idea of continuity.

o The concept of region involves the idea of discrimination.

o The concept of region involves the idea of similarity or integrity.
o The concept of region involves the generalization in itself.
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The concept of development: In general, it refers to the progression of economic
growth and sharing the benefits of economic growth by everyone. From this
aspect, one of the most widely used terms of the last century is development.
As expressed, the term “development” that refers to progressing the economic
growth also involves the meanings of “civilization” and “modernization” and it is
generally used as the synonym of “progression’, “modernization’, and “becoming
contemporary” (Baskaya, 2000: 16-23; Siggel, 2005: 1). The economic advance-
ment is defined as the change of individuals’ educational and medical conditions,
world views, production and consumption habits, values, and politic and socio-
cultural behaviors and the consequent progression and transformation in both
social and institutional structures (Kilig, 2012: 204).

Moreover, although the term “development” is generally considered as an eco-
nomic concept, it can be clearly seen in the definitions that it covers a large field
beyond the solely economic one. From this aspect, in addition to increasing the
production and revenue, the development aims to change the sociocultural, pol-
itic, institutional, and administrative structure. Thus, the process of economic
development includes restructuring or reorganizing various social and eco-
nomic structures, variables, and/or institutions, as well as increasing the level of
national production and income (Tirag, 2012: 59).

On the other hand, the term “development’, which is generally confused with
economic growth, refers to a much wider concept as can be seen in the definition.
Hence, the economic growth of countries or regions may not bring development
but economic development is a result of economic growth. Moreover, while eco-
nomic growth refers to a net increase in the level of national production and
the income per capita, economic development refers to the changes in, in ad-
dition to the economic growth, the income distribution and general condition
of economy. The economic growth is the quantitative change in the economic
structure, whereas economic development refers to the whole of qualitative and
quantitative improvements in economy. For this reason, economic growth noes
not necessarily include economic development, but economic development
always incorporates economic growth. Hence, economic growth is a narrower
concept, whereas development is a wider process that takes longer time.

Types of region: For which purposes the criteria used for defining the types
or borders of the regions have been set is very important. From this aspect, it is
clearly specified while making definitions of region that the fundamental point
here is the homogeneity. Thus, many economy-oriented definitions or theories
identify the types of region, and the necessity of distinguishing the regions in
terms of homogeneity is emphasized. The regions are determined using similar
or same criteria and the preliminary condition of identifying the regions is met.
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Hence, in order to analyze the regions from economic aspect, it is necessary to
distinguish and identify the types of region. There are various types of regions
arising from the social, cultural, and political decisions (polarized, cross-border,
administrative, autonomous, independent, plan, underdeveloped, developed,
homogeneous), and the types of regions will be discussed here from economic
aspect. For this reason, the economic classification of the regions is divided into
two classes as regions by the economic structure and regions by the level of eco-
nomic development.

Types of region by economic structure: In classifying the regions based on
the economic structure, the classification is made by using the conditions at a
specific time or space. Hence, the concepts of time and space add stability and
stationarity to the concept of region by the economic structure. Accordingly, the
economic regions are discussed under three classes as homogeneous regions,
polarized regions, and plan regions.

Homogeneous regions: It is used for defining the regions showing parallelism of
forming a unity or formed by the coexistence of possible criteria or those deter-
mined by the administrative or managerial authorities at the same or similar
levels. Thus, the homogeneous regions refer to the areas having similar or same
characteristics. Some of these characteristics are geographic structure, level or
structure of income, type of economic activity, structure of employment, popula-
tion characteristics, and structure of goods and services. Moreover, the physical
or homogeneous dependences between central- or sub-regions are among the
most important characteristics of the homogeneous regions (Kagtan, 2004: 35).

Polarized regions: The polarized regions identified as polarized, core or nodal
regions refer to a type of region forming a concentration because of specific
characteristics, which distinguish the region from the other regions. Hence, the
areas where the regions are in an intense relationship with each other become
polarized regions. The decrease of intensity from center to periphery because
of the concentration and clustering of specific distinguishing economic char-
acteristics such as goods, services, and labor force around a specific center and
the strengthening relationship between center and periphery refer to this type
of region (Brown and Holmes, 1971: 387). The relationships between the center
and periphery arise from the decreasing outwards relationship from the center
and it makes the center gradually further develop the periphery. Moreover, the
polarized regions making the peripheral regions dependent through the network
of relationships will become a center of attraction and the polarization will nat-
urally end (Zivanovig, 2017: 70).

Plan regions: It refers to the regions established by the managerial or admin-
istrative authorities in accordance with specific objectives and maintained in
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parallel with the targets. Moreover, the term “plan regions” is also used for iden-
tifying types of region established or designed in order to put specific strate-
gies or plans into practice. The plan regions are identified by the administrative
authorities in order to implement the wholes of specific sociocultural, polit-
ical, economic, etc. policies or making it easier to implement them, as well as
increasing the level of their effect. Hence, the plan regions mainly refer to the
regions, which have been determined or targeted by the specified authorities,
which aim to achieve specific economic targets and where the regional develop-
ment policies are implemented.

The regions by level of economic development: The level of economic devel-
opment necessitates certain classifications between the regions. Thus, the cri-
teria used while classifying the countries by their level of development are also
used for classifying the regions. Accordingly, the regions are classified according
to their development level as developed regions, underdeveloped regions, and
developing regions

Developed regions: These are the regions that are at a higher level when com-
pared to the average of country in terms of regional income level, rate of income
growth, rate of savings, level of investment, and the variables such as sociocul-
tural, infrastructural, educational, health, etc. These regions are generally the re-
gions, which aim to govern and where the economic and diplomatic policies of
the country are made.

Underdeveloped regions: On the contrary with developed regions, the under-
developed regions refer to the regions that are below the average level of country
in terms of income level and other sociocultural variables and have no advantage
because of the loss of development potential. Since the level of income and the
growth rate of income are low in the underdeveloped regions, there are signifi-
cant imbalances and inequities in terms of income per capita. On the other hand,
the underdeveloped regions are divided into two classes as developing underde-
veloped regions and underdeveloped regions by the potential. The developing
underdeveloped regions are the regions that could not increase to the next level
of development because they couldn’t exactly explore or realize their existing
potential. The underdeveloped regions by the potential are the regions that
are not very different from the average of country in terms of income level but
have lost their development potential. The rate of income growth is low in these
regions.

Developing regions: These are the regions having a near-average rate of income
growth (although not higher than the average of country) and having a high
potential to develop. Moreover, if the growth inclination of the developing re-
gions continues growing, then they may turn this mild process into a sustainable
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growth potential and they may achieve the level of developed regions. On the
other hand, the regions that cannot execute the process in a sustainable way may
also decrease to the level of underdeveloped regions.

As well as causing various difficulties in determining the borders of a region,
this defining or grouping difficulty related with the concept of region plays an
important role in the absence of a consensus on the factors causing regional
imbalances. From this aspect, the growth or development problem arising from
the “region definition” in any area might not be accepted as the same regional
imbalance in another region. Furthermore, the basic development policies
implemented for regional development in some regions might not yield growth
and development in other regions. Hence, it is very difficult to treat the regional
imbalances and implement the regional development policies as a single receipt
or method that applies to every region. However, despite these difficulties, it is
known that even though the historical backgrounds, economic conditions, and
political approaches of countries may cause differences between them; there are
many similar and even common characteristics in practice.

Interregional imbalance: It is a problem that is seen in almost any country at
any time, in any form, and under any condition. Many historical, natural, geo-
graphic, politic, sociocultural, or economic problems may cause the problem of
interregional imbalance. From this aspect, the unbalanced economic growth of
the different regions negatively affects their demographic structure and causes
intense migration of labor force from the underdeveloped regions to the devel-
oped regions, which have strong industrial capacity. As a result of this labor force
migration, the sending region loses its qualified labor force and the arising inter-
regional imbalance further deepens the factors playing role in the disadvantaged
position of underdeveloped regions. On the other hand, although the migration
of qualified labor force to the developed regions further increases the level of
development in these regions, it might also have negative effect on the level of
wages. Moreover, the migration to these regions also causes unplanned housing
and unplanned and excessive growth of cities. It may bring external costs for
the policy-makers. Thus, the interregional imbalance may turn into much more
complicated problem.

Regional development: It is the whole of efforts aiming to increase the region’s
level of welfare through improving the human resources, constituted by the
region’s interaction with neighbor regions and the entire country, and based on
the principles of sustainability and participation (DPT, 2003: 250). The approach
of regional development is based on eliminating or removing the imbalances
between the regions arising from socio-economic differences. In order to achieve
this objective, many instruments including incentives, promotions, investment
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referrals, bureaucratic regulations, development agencies, and regional develop-
ment zones (RDZs, which consist of organized industrial zones or technocities
that are based on clustering) have been developed and are being utilized. On the
other hand, regional development is considered to be both outcome and process
of economic development. The regional development, which is seen as an out-
come of economic development, refers to the increase in region’s employment
opportunities, welfare level, investment capacity, life standards, and professional
standards. As a process, it is considered as supporting the industry, improving
the infrastructure, and developing the labor markets (Stimson et al., 2006: 4).
Moreover, in order to overcome the imbalance arising from the accumulation of
industries in specific regions, in addition to ensuring a fair income distribution
in the country, it is also aimed to enable the underdeveloped regions to achieve
the level of industrialized regions. Similarly, it also proposes an increase in the
level of investments in targeted areas and sectors in order to achieve the eco-
nomic development in those areas (Arslan, 2005: 291; Kaya, 2009: 24).

Besides all these instruments and objectives aiming the regional develop-
ment, especially the approach of growth with internal dynamics by mobilizing
the local potential has been widely implemented through the regional develop-
ment agencies in the recent period. This idea originates from the fact that the
regional development policies, which are considered as a part of general eco-
nomic policies, are prepared not in parallel with the necessities of shareholders
in the region but in accordance with the requests of bureaucrats. In other words,
the regional policies are prepared not from the society (bottom) to the top but
from the bureaucrats (top) to the bottom. As an inevitable result of this, the
development policies fall short in offering a development strategy that is spe-
cific to the potential and characteristics of the regions. Hence, rather than the
policies and fund transfers that are directly performed by the central authority,
the policies that are based on the local dynamics and inner potential yielded a
more organized and rational form of regional development. As a result of these
changes, determining the inner development dynamics of regions and which
one of these dynamics will offer a faster movement capacity and play active role
in the regional development have been left to the initiative of local decision-
makers. On the other hand, as a result of the local actors’/units’ determinant
roles becoming more prominent, it was also observed that the local authorities
gained more importance in determining these policies. Hence, the principle of
regional development by decentralized intervention was adopted and the chance
of success in local development was increased. Thus, accurately determining the
problems and priorities of the local and taking the locality and participation as
base, which are among the most important conditions of success, have become
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an integral part of regional development policies. This is very important for both
participatory democracy and locally determining the necessities.

In conclusion, it is known that regional development problems cannot
be resolved by making use of conventional policies. Thus, the policies to be
implemented should be designed by carefully analyzing both region’s inner
potentials and country’s potential and in the way ensuring development at both
regional-local and national level together with a complete governance system
because the local actors and the institutions that will be structured in their par-
allel will be the units that are more aware of the region’s necessities and make more
effort for the solution. Thus, these units will be capable of directly reaching the
local society and directly planning the determinants of local development. The
regional development that is planned and achieved with the pioneering role of
these units will allow improvement of economic and social indicators, especially
the income and employment. Thus, the interregional and intraregional develop-
ment differences would be minimized and it would contribute to spreading the
positive effects of regional development on the entire country.

After this short discussion about regional development, here are the resting
chapters of this book. The next chapters are listed below:

First chapter; titled “Regional Income Inequality and Its Measurement” written
by Prof. Dr. Sabri Azgiin from Atatiirk University, Dr. Berna Ak Bingiil from
Kirklareli University, and Dr. Demet Eroglu Seving from Igdir University. This
chapter focuses on the concept of income inequality in general and investigates
the methods for measuring the regional income inequalities in specific.

Second chapter; titled “Regions and Sustainable Development” written by
Dr. Sertag Hopoglu from Iskenderun Technical University and Dr. Demet Eroglu
Seving from Igdir University. The authors discuss the importance of sustainable
development of regions by analyzing the problem of growth and development
from another perspective.

Third chapter; titled “The Relationship Between Regional Development and
Regional Development Agencies” written by Assoc. Prof. Nazim Catalbas from
Anadolu University. In this chapter, the problem of regional development was
analyzed by making use of the theoretical approaches and the role of develop-
ment agencies, which are considered to be one of the most important instruments
of regional development, in regional development is discussed.

Fourth chapter; titled “The Innovation Systems from National to Regional
Level: The Role of RIS in the Regional Development” written by Dr. Emine
Demet Ekinci Hamamci from Erzurum Technical University. In this chapter,
the importance of innovation systems in regional development is emphasized.
The author expresses the importance of regional innovation systems for the
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establishment and success of national innovation systems. Moreover, it is also
emphasized that the regional innovation systems should be used as a regional
development strategy.

Fifth chapter; titled “The Impact of the Change in the Investment Incentive
System Application in Turkey on Regional Income Convergence” written by
Dr. Esra Dogan from Eskisehir Osmangazi University. In this chapter, the effects
of investment incentives, which are one of the most important promotion and
incentive mechanisms for the regional development, on the regional income con-
vergence in Turkish economy are discussed. The analyses are deepened by com-
paring the effectiveness of previous and current investment incentive systems.

Sixth chapter; titled “The Process of Regional Development in Turkey and the
Interaction of Non-Governmental Organizations” written by Dr. Idil Giilnihal
Yazici from Istanbul University. In this chapter, the regional development policies
implemented in Turkey are presented but the historical backgrounds of regional
development policies implemented in the European Union are explained first.
Then, it is discussed to what extent the non-governmental organizations con-
tribute to the regional development policies implemented in Turkey and what
should be done to increase the effectiveness of NGOs in regional development.

Seventh chapter; titled “Regional Clustering in Social Service Workers: An
Application with Three Star Analysis” written by Assoc. Prof. Dr. Murat Ciftci
from Trakya University. In this chapter, the importance of the clustering strategy,
which is an important instrument in establishing special development areas for
regional development, is emphasized and an analysis is made on the social serv-
ices of regions in Turkey. According to the analyses, the effects of regions’ social
services on the regional growth and development, the conclusions are made at
both provincial and regional levels.

Eighth chapter; titled “The Division and Specialization Proposals to Regions in
Line with the Spatial and Sectoral Concentration Patterns of Turkey” written by
Dr. Necmettin Celik from Izmir Katip Celebi University. The author emphasizes
for which regions of Turkey the sectoral specialization, which is considered to be
important for regional development, is important, and to what extent it would
affect the competitiveness of the regions.
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Sabri Azgiin' Berna Ak Bingiil* Demet Eroglu Seving’

Chapter 1 Regional Income Inequality and Its
Measurement

Introduction

The most discussed concepts in economic science to date are income, income
distribution, division, equality concepts. In economic literature the concepts are
sometimes used differently and sometimes in the same sense. Therefore, it is nec-
essary to take into consideration the concept of confusion that emerges and to
make an appropriate description of the content of the study.

In the sense of the dictionary, income is defined as money provided by var-
ious means to an economic unit. In short, the definition of income in economic
terms is the share of factors involved in production from the increase in value
in production. If this increase is made by money, monetary income (nominal
income) becomes real income name in the form of goods and services. The main
characteristic that separates income from wealth or capital is that it is a current.
Whereas wealth or capital expresses accumulated stock that is, state of wealth at
a certain point in time. The reward of income from the value added created in a
particular period is the purchase power. It takes place as a current within a cer-
tain period of time.

Along with being different density from country to country, regional income
disparities are one of the main economic problems that both developed and
developing countries face. Distribution at different intensity on the country loca-
tion of economic factors that have a dynamic structure and guide development
process cause regional income inequalities. There are more or less income dis-
parities in almost every country today. Economic opportunity inequality refers
to the fact that people in different regions cannot have the opportunity to get
equal pay for both work and equal work. Social inequality is the inability of

1 Prof. Dr. Atatiirk University, Faculty of Economics and Administrative Sciences,
Department of Economics, 25000, Erzurum/TURKEY

2 Ph.D., Kirklareli University, Faculty of Economics and Administrative Sciences,
Department of Economics, 39000, Kirklareli/ TURKEY

3 Ph.D.,Igdir University, Faculty of Economics and Administrative Sciences, Department
of Economics, 76000, I§dir/TURKEY
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individuals who live in different regions to benefit from health services, educa-
tional services, artistic activities at the same level, even in the choice of spouses.

Regional inequality is not unique to underdeveloped countries. Regional
development disparities are a problem of varying weight at every stage of devel-
opment. Thus, according to Rostow, in the maturation phase, all regions of a
country and/or all sectors of an economy do not provide the same level of devel-
opment by fully applying modern technology.

In the study, we examined mainly methods of measuring regional income
inequality and income inequality. The study is a literature search for researchers
working on regional income inequality. The study consists of five sections. The
first section is the entrance to the work. In the second section, we have explained
the distribution of income, its causes and consequences at the conceptual level.
In the third and fourth sections, respectively we examined statistic and dynamic
measures of income inequality in detail. The fifth section constitutes the evalua-
tion and conclusion part of the study.

Conceptual Framework of Income Inequality

National income is the sum of the shares of the factors that are involved in the
production process in an economy and is calculated by means of factor prices.
The elements that generate national income are labor, nature, capital and
entrepreneurs and their revenues are wages, rents, interest and income respec-
tively. Moreover, the sum of factor income gives the national income. In economic
literature, the concepts of distribution, distributional relations and income dis-
tribution are sometimes used in the same and sometimes different meanings. In
this case, a terminology problem arises. In literature, the concepts of distribution
and income distribution are generally used in the same sense. In addition, from
the concepts functional and personal income distribution is understood. Income
distribution is basically an economic concept that shows the share of production
factors in the national income. In other words, income distribution is both a
monetary magnitude that shows how national income is shared and a concrete
economic scale. Division is a concept that is an abstract and socio-economic
dimension that includes the form of distribution of the shared out income
between segments of society, production factors and/or regions. Dividing is a
concept that is the abstract and socio-economic dimension that includes the dis-
tribution of income, the distribution form between the social segments, factors
and regions. However, income distribution and division are used many times
in the same sense. Also, Divisional relationships is the whole of social relations
that determine the form of division and the sharing between individuals, social
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classes, factors and/or regions of the national income. It has a broader meaning,
including income distribution. In other words, income distribution is the mone-
tary sharing of national production as a result of the divisional relationships. As
a result of the explanations, the definition of divisional relationships and income
distribution can be made as follows. Social relations, which determine the way
in which national income is shared among persons or social groups, are called
as divisional relationships. As a result of the divisional relationships, the share of
social classes and/or regions in a specific period of production determines the
distribution of income. Thus, income distribution is the sharing between indi-
viduals, social groups, regions or production factors of the income obtained in
a particular period in an economy. As understood from the income distribution
definition, there are four main types of income distribution. These are regional,
sectoral, functional and personal income distributions.

Income distribution or Primary distribution refers to the distribution of
income (personal, regional, functional, sectoral) resulting from the processing
of the market process. Three primary factors determine the primary income dis-
tribution: i) globalization, ii) structural factors and iii) social norm and struc-
ture. Governments try to influence primary income distribution through factor
prices, wealth and education policy. Therefore, the state intervenes primarily in
the distribution of primary income by affecting the structural factors.

Secondary income distribution or income redistribution refers to the income
distribution of occurring as a result of the interventions made by the state through
the public incomes and expenditures on the operation of the market. The most
effective way to make radical changes in income distribution is to change the
basic divisional relationships. That is, the primary distribution in the stage of
income formation is to intervene. However, governments intervene through
fiscal policy at the stage of more redistribution of revenues (secondary income
distribution) to income inequality due to the relatively low level of reaction and
more conventional. In this context, fiscal policy instruments that governments
use to reduce income inequality are public revenues (taxes), public expenditures
and borrowing.

The excessive deterioration of income distribution in a society, leads to
a decrease in economic activity in the long run. The increase in personal and
regional income disparity, on the one hand, while causing the population of the
country to accumulate in certain regions, on the other hand, leads to the accumu-
lation of income and wealth in the hands of certain segments of society. Personal
and regional income inequality also leads to deterioration in sectoral income dis-
tribution. In developing countries, income inequality increases migration from
rural areas to urban areas and raises the social cost of living in rural areas. This
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leads to a loss of production in the agricultural sector. And despite increased
incentives, agricultural production does not increase. Ultimately, the economy is
increasingly dependent on the outside for agricultural products.

On the other hand, Accumulation in specific society segments of income and
wealth and concentration in specific regions of the population as a result of the
deterioration of income distribution has a negative impact on economic growth
and prosperity by the shortage of demand in the long run. While the rate of sav-
ings in popular segments with high-income levels is extremely high, community
segments with low-income levels do not have enough income to meet their com-
pulsory needs. Wealth holders due to high incomes make their investments more
to the developed country and/or regional economies in which the law and eco-
nomic systems function properly. Disruption of regional and personal income
distribution causes social and political unrest by increasing the crime rates in
the region and community segments where income distribution is impaired. In
this case, as in Turkey, while leading to an increase in terrorist incidents in the
east and southeast of the country, of mafia-style formation in the community
segments with low-income levels in metropolitan areas in the western part of the
country leads to an increase. The spread of drug addiction previously not occu-
pying too much space between crime rates in the poor society segments and the
falling down of the age of drug abuse using in Turkey is the result of increasing
income inequality.

Neoliberal policies that affected the world after the 1980s also led to an
increase in regional and personal income inequalities. Neoliberal economic
policies cause to lose the role of the state in the economy. The diminishing the
role of the state in the economy, on the one hand, while leads to the gathering
in certain segments of society and certain regions of the capital on the other
hand, it has caused the union to lose its importance. In fact, it complicates the
organization of public employees, the execution by service purchase method of
the state’s public services. In other words, the construction of public services
by subcontractors leads to a decrease in the labor force wages. It causes human
migration to developed regions by leading to accumulation and concentration
economies the increased economic activities in specific regions of the country.
The collection of population and income in certain regions is a result of perma-
nent income inequality.

In parallel with the obstacle of income inequality to economic development,
income distribution measurement approaches also have developed. Because, the
first step of the struggle with income inequality is to determine the dimensions
of income inequality. Regional income inequality is determined by two basic
approaches: 1) static approach ii) dynamic approach.
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Static Approach to the Measurement of Regional
Income Inequality

Static regional income distribution methods has emerged as a result of use to
determine income distribution of statistical methods developed for various
purposes. The methods that measures the dimension of income inequality at a
certain point in time are static approach to the measurement of regional income
inequality. Here, we describe Elteto-Frigyes income inequality criterion, relative
mean deviation, coeflicient of variation, Theil index and Gini coeflicient from
static income inequality measurement methods.

A. Elteto-Frigyes measure of income inequality

Elteto and Frigyes (1968) developed the Elteto-Frigyes index to measure
inequality in income distribution. The index is defined by three variables. (Y)
indicates the average of regional incomes. (Y7 )indicates the average of regional
revenues below of average regional income. And (Yv) indicates the average of
regional incomes over average regional incomes. The index established on three
variables are as follows:

U= Z, & and W= &

Y Y, Y
Where U is the lower part of the regional distribution. V is all of regional dis-
tribution is the upper part of the distribution. And W is the upper part of the
distribution. The indexes provide clear information While U show how many
times the regions that earn income below the regional income averages, earn less
than the average regional income, V indicates how many times the regions that
earn income above the regional income averages, earn more than the average
regional income.

B. Relative Mean Deviation

Kakwani (1980, 1990), Williamson (1965), Shankar and Shah (2003) describe
the relative mean deviation as follows.

Sli—-78

Ry
y

Here, Ji represents the real gross domestic product per capita of the region 1. 7
indices the average of the national per capita income. p; devotes the population
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of the region i. And p represnts the total country population. The relative average
deviation is a criterion obtained by weighting the population rates of the regions.
The Value of relative mean deviation R,, varies from 0 to 2. Convergence of the
relative mean deviation to zero indicates that the income is evenly distributed
among the regions. The convergence of the relative average deviation index to
two means the increase in income inequality.

C. Coefficient of Variation

The coefficient of variation (CV) is one of the most commonly used criteria for
the measurement of regional income inequality. The coefficient of variation is a
measure of the propagation around the mean. The variation coefficient is cal-
culated in several ways due to the propagation. The coeflicient can be used to
make comparisons between regions by time. The coefficient of variation can be
calculated in two ways. First. It is the simple coefficient of variation, which gives
weightless measurement as follows.

Zi (Yi;]%)
Pu (1)

Here, (i) refers to the per capita income of the region i, N refers the number
of regions and 7, indices the per capita income of unweighted people. Average
income per person without weight, 7.is calculated as follows without consid-
ering the population of the regions.

Yu = %Ziyi

The coefficient of variation varies between 0 and VN — I The coefficient is sen-
sitive to the number of regions. In case of equal distribution of income between
regions, while the coeflicient of variation converges to zero, In the case of abso-
lute inequality, where all income is obtained by a single region, the coefficient
equals /N — 1

Secondly, weighted coefficient of variation is calculated by weighting the
region’s population with the country’s total population. In this way, the sensitivity
of the inequality value to the number of regions can be eliminated. Weighted
coeflicient of variation (CVy) is as follows.

>ili— }7)2%
y (2)

CV, =

cv, =
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Here, (y;) refers to the per capita income of the region i. (7) refers the per capita
national income average. p is the national population and Pi is the popula-
tion of the region i. The weighted coefficient of variation varies between 0 and
\/ (i — p)/p. The convergence of the coefficient value to zero means that the
income is distributed evenly between regions.

D. Theil Index

Theil (1967) has developed the measurement method. The Theil index measures
the loss of information that occurs during the transfer of information between
economic actors. The index is used in various areas, especially in income
inequality. The formula used to measure income inequality is as follows.

T= Zixilog (:) 3)

Here, T denotes the value of the index. Xi denotes the share that i receives from
the national income of the region i. 4i denotes the share in total population of
the region i. Zero index value means that each region has an equal share of both
population and income. In other words, the convergence of the index value to
zero means that regional income inequality is reduced.

E. Gini Coefficient

Gini coefficient is one of the most widely used measures in income inequality
literature. Gini coeflicient is defined in two ways: unweighted and weighted
coefficients. Unweighted Gini coefficient is as follows.

1 1 n n
6.~ (57.) s 22 b

Here, i and 7i shows the gross added value per capita of the i and j regions,
respectively. n refers the number of zones. 7 refers to the weightless average of
regional gross value added per capita. Unweighted Gini coefficient, G,, ranges
from 0 to 1. While the convergence of the coefficient to zero expresses the equal
distribution of income between regions, convergence to 1 refers to income
inequality. The weighted Gini coefficient calculated by considering the popula-
tion rates of the regions is as follows.

B i n n N Pzp
G = (zy)zi:zj:‘y’ 7
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Here 7 shows national income per capita. p; and Pj represents the populations
of the i and j regions, respectively. p refers to the total population. The weighted
Gini coefficient, G,, varies between 0 and I — (pi/p). While the convergence of
the weighted Gini coeflicient to zero represents the equal distribution of income
between regions, the convergence of the 1 — (pi/P) refers to income inequality.
Although the population of region i has a small share in the total population, if
the region i is producing almost all of the country’s output, the 1 — (pi/p) value
will converge to one.

Dynamic Approach to Measurement of Regional
Income Inequality: Convergence Analysis

The dynamic measurement of income inequality is performed within the frame-
work of convergence analysis. In fact, convergence analysis is a dynamic analysis
of the fact that the income levels of countries and/or regions are converging or
diverging with each other. Sala-i-Martin (1990), Baro (1991), Sala-i-Martin and
Barro (1991), Barro and Sala-i-Martin (1992) conducted studies on the conver-
gence of income levels between countries and/or regions. The neoclassical model
predicts that the relative poorer countries or regions will grow faster than the
rich countries or regions, and that these two groups will converge to each other
in terms of the per capita income levels of the economy. There are two basic
concepts in the classical literature about whether the income levels of countries
or regions converge to each other; 3-convergence and a-convergence. 3-conver-
gence is based on the investigation of the relationship between the growth rates
of the per capita incomes of the economies and initial per capita income levels.
B-convergence is the fact that poor economies grow faster than rich economies.
Growth is expressed in terms of real income per capita. A certain number of
economies (countries, regions or provinces) is defined as a model by taking the
gross value added. Assume that the region i shows any economies that have been

analyzed. If 1/ T log (%) = log yir shows the annual average between t and t +
T periods, 8-The convergence equation 4 is as follows.
logyiy = a — Blog (yir) + & (4)

If there is 8 < 0, there is convergence between the analysis-based variables. In
the literature, S-convergence is defined in two ways: unconditional (absolute)
convergence and conditional convergence. In the unconditional convergence,
economies are assumed to be homogenous in terms of structural factors such as
technology, capital. In the conditional convergence, It is used shadow variables
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for structural differences such as technology and capital structure between
economies.

a-convergence is based on the examination of the spread of per capita incomes
of economies. a-convergence is defined as follows. If a group of the economies
has a-convergence, the standard deviation and variance of the level values of the
per capita gross value added values of the economies should decrease in time. If
there is ac-convergence, the standard deviations are as follows.

Ut+T<Ut (5)

As in Equation 2, the decrease in the standard deviation as of the analysis period
means that the income levels of the economies will converge. The S-convergence
and a-convergence are naturally interrelated. If the sample variance of log (7ir)
in Equation 1 is taken, the relationship between 0t and 7++T depending on /3 is
obtained. If the poor regions grow faster than the rich regions, the Gross Value
Added values of the regions will converge in time. As an alternative to c-conver-
gence, the coeflicient of variation is used. The coefficient of variation is obtained
by dividing the standard deviation by mean. Decrease in the coefficient of varia-
tion as of the analysis period, shows convergence (Karaca, 2004).

Conclusion

Increasing globalization and a macroeconomically unstable World leads to
distortions in income distribution. In the event that the income generated in
an economy is unfairly distributed, a sociocultural conflict in the society is
inevitable. It is not possible for an economy to achieve sustainable growth and
development in the long run without a balanced distribution of the country’s
production between the regions, sectors and society segments of the economy.
The objective of the restoration of income distribution is to achieve a certain
level of socio-economic prosperity and to preserve social peace in the country.
Increased deterioration of income distribution in a society leads to a decrease in
economic efficiency in the long term. Personal and regional income inequality
leads to the accumulation of the population in certain regions on the one hand,
and on the other hand leads to the collection of the income and wealth in certain
society segments.

Personal and regional income inequality also cause deterioration in sectoral
income distribution. Income inequality increases migration from rural to urban
areas in developing countries and increases the cost of living in rural areas. This
situation causes loss of production in the agricultural sector. Agricultural pro-
duction does not increase despite increasing incentives. Ultimately, the economy
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becomes dependent on foreign goods for agricultural products. On the other
hand, as a result of the deterioration of the income distribution, the collection
of the population in certain regions and of income and wealth in certain social
segments leads to a shortage of demand in the long term, adversely affecting
economic growth and prosperity. Although the rate of savings in high-income
community segments is high, the low-income community segments do not have
enough income to meet their compulsory needs. The high-income and wealth
segments of the society makes their investments in developed countries/regional
economies where law and economic systems work more soundly. Disruption of
regional and personal income distribution leads to social and political unrest by
increasing the crime rates in the region and community segments where income
distribution is deteriorated.

In this study, the income inequality problem that affects almost all world
economies more or less is examined from a theoretical point of view. Income
inequality and the consequences of income distribution are explained theo-
retically. In addition, income inequality measurement methods are explained.
While dynamic income distribution measurement method describes changes in
income distribution over a period of time, Static income inequality measure-
ment methods are statistical methods that provide information about income
distribution in a given period.
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Chapter 2 Regions and Sustainable
Development

Introduction

There has been mounting evidence that our ecosystem’s capability of supporting
a decent human life in the future is at risk due to increasing damage by an
increasing human population and harmful human activities. Advances made in
health sciences and medical technologies during the Twentieth and the Twenty
first Centuries have minimized the possibilities of death from certain common
diseases, causing human population to increase rapidly. Increasing economic
activity of a growing population is now putting a significant and restrain on the
earth’s resources. Such an unsustainable load puts the livelihood of future gen-
erations at risk. Since all systems, social and economic, are subsystems of the
ecological system (Feldhoff, 2002), sustainability of the global ecosystem is also
important for the continuity of human civilization.

Not only the well-being of the future generations are but also the well-being
of many communities which are disadvantaged in terms of access to natural,
economic, human and technological resources or which are just situated in dis-
advantaged regions is in jeopardy if human economic activity continues at its
current pace. Such an uneven access to resources often creates migration waves
that put more pressure on the ecosystems of the regions receiving migrants as
well as their economies. Thus, sustaining the balance of an ecosystem is not only
important for the future but also important for the well-being of the present
generation.

At the very heart of the problem lies, thrive of human beings for more
well-being. Human beings consume raw resources or transform raw resources or
mix it with other resources to create new materials (tangible or intangible, goods
or services) in order to be better off. Ever increasing needs of a growing human
population means more consumption and more production. As human needs
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increase, we require more resources, more space and more economic activity to
be able to deliver more well-being to a growing population. The major constraint
is the limited regenerative capacity of our natural environment. As we become
better off, we wish to be more comfortable than before and the means of earth
to supply everyone what they need is limited. Thus, as our activity to satisfy our
needs becomes intensified, we are left off with fewer resources to continue to
do so. The case of more people getting better off in terms of per capita goods
and services they consume is called economic development. The interesting
thing is that science of economics measures economic growth and development
by means of consumption; consumption of more goods and more services is a
measure of how much welfare human beings have. However, economic devel-
opment does not, and should not, necessarily mean an improvement in the
quality of life through an increase in consumption and a consequent utilization
of resources to produce for consumption (Costanza, Daly, and Bartholomew,
1992: 7). The important question is, then, how can we develop by balancing our
needs and the available means presented by our ecosystem.

In parallel to the evidence of weakening of our ecosystem, there has also been
an increasing awareness on taking reparative action to reduce earth’s load down
to a more acceptable level in order to bring the ecosystem back to a more advan-
tageous position to support both the present and the future human activity.
The idea of sustainable development reflects the concerns of all mankind for
“development that meets the needs of the present without compromising the
ability of future generations to meet their own needs” (World Commission on
Environment and Development [WCED] - The Brundtland Report, 1987). Thus,
balancing and adjusting of human economic activity with the given natural envi-
ronment has become an important policy aim at the global and national levels.
However, in practice, achieving sustainable development becomes a complicated
task since it requires harmonization of the interests of economic, social and
political circles and the requirements of the ecology for supporting the whole
system (Rees, 1989).

Since human economic activity is causing the problem, it is logical to look
for economic solutions at relevant economic levels. The regulation of global eco-
nomic activity, with such global agreements as the Paris Agreement on climate
change, for the continuity of our planetary system is carried at the metaeconomic
level. At the macroeconomic level, states ratify global agreements and regulate
domestic markets for an ecologically sensitive economy. Mesoeconomic level,
i.e. regional and/or local level, requires different approaches to sustainable eco-
nomic development since regional development policies must comply with
the objectives of national macroeconomic planning while trying to satisty the
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needs of regional communities and firms at the same time. In fact, the regional
level may reflect the complicated nature of sustainable development better. The
complex relationship between the regional and environmental economic phe-
nomena, which includes many interactions between the region, society, envi-
ronment and economics, can be best observed at the regional level since the
space (the region) acts as the geographical medium through which the effects of
environmental externalities are reflected on the economy and since the scarcity
of space as a good has far-reaching consequences for both the present and the
future generations (Nijkamp, 1997).

This chapter tries to explain the concept of regional sustainable development
and contends that the regional level is significant for achieving sustainable devel-
opment objectives. Whether the regional level is the most appropriate level for
achieving sustainability is discussed in the following section of the study. The
third section deals with the general problem of specifying a clear definition for
the concept of sustainable development and, thus, regional sustainable develop-
ment. Some important points in planning for regional sustainable development
are discussed in the fourth section. The fifth section concludes.

Importance of the Regional Level as a Space
for Sustainable Development

“Think globally, act locally” has been a well-known slogan of environmentalists.
The slogan also reflects the importance of regional/local level in achieving sus-
tainable development at the global scale as well as the bottom-up approach to
sustainable development. From an ecological point of view, sustainable develop-
ment includes the redefinition of the relationship between human beings and the
natural environment they are living in. As in every other spatial level, social, pro-
ductive and cultural processes of a region are determined by its environmental
characteristics yet these processes may also be harmful on the environment itself.
Achieving sustainable development then requires spatial organization of all pro-
cesses in a way that maximizes their benefits to the human beings and mini-
mizing their harm to the environment. The region may be the ideal spatial level
for sustainability since it contains both macroeconomic and microeconomic
elements, is a limited geographical area, which makes planning, coordination
and monitoring easier, and hosts a community, which shares certain social and
cultural values.

The importance of the region as an economic entity has been rising since the
last quarter of the twentieth century. There is a number of interacting factors
behind the recognition of the regional, level as an important economic policy
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level (Cakmak, 2006). The failure of state-led development policies based on
import-substitute industrialization, which became apparent after the oil crisis
of 1970s, made decision-makers and researchers to look for more bottom-up,
outward-oriented policies. In contrast to assigning production roles to regions,
policy-makers started to formulate development policies based on endogenous
capabilities and comparative advantages of the regions. Planning for regional
development became more bottom-up as regional communities and business
people are involved in the formulation of regional development plans through
various mechanisms. Such decentralized decision-making can be seen in dif-
ferent countries at different levels. In fact, such an involvement of regional actors
and the sense of a region that has a say in its own destiny may also be a result
of the weakened ability of the state in financing large-scale, centrally-tailored
development programs. Instead of centrally allocating resources for regional
development schemes which are not owned by the region and which may not be
fully-compatible with the endogenous economic dynamics of the region, dele-
gation of decision making to the region enabled state to allocate resources more
efficiently and democratically. By decentralization of decision making in the
sphere of development, the state also avoided the risk of being the only respon-
sible in case of failure of the development path selected by the regional level.
Another reason for the rise of the regions is the reorganization of the economy
due to the changes brought about by globalization. Improvements in transpor-
tation and communication technologies, accompanied by the liberalization of
the global trade, rapidly increased flows of goods, services, finances and people.
The global trade is currently conducted with fewer barriers and faster compared
to the twentieth century. While policy changes adopted as a result of General
Agreements on Tariffs and Trade (GATT) are further liberalizing the global
trade, regional integrations such as the European Union increased the volume of
trade within geographically and politically close countries. On the other hand,
changing nature of consumption and production contributed to the accelera-
tion of the global trade as access to market information became less costly and
easier for both consumers and producers due to technological development.
Consumer tastes change rapidly since consumers can now see and demand
products or services on anywhere around the world. Producers can also see
and respond to consumer demand from all around the world. Thus, consumers
demand slightly differentiated goods and services and if this demand is not met
rapidly this may result in loss of profits. Production must be flexible to cope with
changing consumer demand. In this respect small-and-middle sized enterprises
at the regional and local level can respond to changing consumer demand better
than larger organizations. Innovation, which is the key for a dynamic economy;,
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mostly occurs in spatially concentrated clusters of small-and-middle-sized
enterprises in this new economy as well (Porter, 2000). Agglomeration of eco-
nomic activity around clusters also creates highly innovative and competitive
regions with high growth rates.

Large organizations also adapt to changing conditions of the global economy
by carrying different stages of the production to different regions around the
world. Since capital moves faster and more freely, big companies are able to move
parts of production to different regions around the world that can give them cost
effectiveness by providing cheaper inputs or proximity to target markets. In ad-
dition to competing for national resources, regions also compete for attracting
international capital today for growth and development. Moreover, while some
regions gained importance as global economic nodes in this new economy, eco-
nomic importance of some other regions is declined. As a result, regions which
can bring up solid development plans based on endogenous capabilities, which
can establish proper institutional infrastructures, and which have an innovative,
export-oriented economic base with dynamic SMEs become successful in the
new economy.

Increasing importance of the regions and elevated regional economic activity
create new problems for sustainability at the regional level. First of all, although
regions are becoming more important economic units, the differences in terms
development between regions still continue to exist. Regions who try to catch-up
with relatively more developed regions still depend on regional natural re-
sources despite programs to diversify regional economic bases and adopt more
knowledge-intensive production methods (Seving, 2011). Thus, the pressure of
being successful by relying on endogenous resources may cause an overutiliza-
tion of regional resources and may endanger the sustainability of regional socio-
economic systems. This situation also endangers sustainable development in the
relatively more developed regions. In case where extractive industries, such as
mining and metallurgy, are the engines of the regional economy, effects of inten-
sified economic activity on the regional ecology would be more serious. Horlings
and Padt (2013) argue that the competition between regions for attracting glob-
ally mobile capital and labor for economic development, which reflects a very
narrow approach to regional development, also creates “winners” and “losers”
in terms of sustainability: those regions that are wealthier and attach a certain
value to natural resource utilization and local assets are perceived as “winners”
while other regions who rely heavily on utilization of natural resources and lack
endogenous assets are seen as “losers”

Population flows between regions in the form of migration from rela-
tively disadvantaged regions to developed regions may also hinder efforts for
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sustainability. As labor in lagging regions migrates to more developed regions
for better opportunities, the increase in population not only causes social and
economic problems but also put a stress on natural resources of the receiving
regions. The influx of people into certain developed areas reduce the carrying
capacity of the natural environment, change the composition of local workforce
and reduce the effect of sustainability measures (La Torre, Liuzzi, and Marsiglio,
2019). Rapid regional growth through clustering may also have similar affects.
Agglomeration of economic activity around specialized regional clusters draws
more people, machines and equipment to the region and this increases the load
on the regional environment.

Large volume of trade also creates problems for regional sustainability.
Changing nature of human life necessitates fast production and effective delivery
of goods and services. Production, in its basic sense, is a process of transforming
resources to a new entity. Due to rapidly changing consumer behavior and tech-
nological developments, this transformation has been taking place more rapidly
especially after the 1980s. Increasing demand for raw materials, energy, trans-
portation, etc. also contribute to overutilization of regional resources and deg-
radation of regional environment. The increased tourist flows due to increasing
welfare around the world in general also put a strain on the resources of regions
whose economy are based on tourism. Not only increased flow of goods, services
and people but also an increased flow of waste can contribute to sustainability
problems. While some regions that export waste may be viewed as clean and
sustainable regions, regions that import waste and energy-intensive goods and
intermediate goods (Thierstein and Walser, 1997: 167). Moreover, transnational
flow of capital may result in more waste and change of regional ecologies.

Nijkamp et al. (1991) argues that this fluvial characteristic of the regional sys-
tems, which are more open today, can be an alternative approach to regional
sustainable development. In this respect, regional sustainable development
becomes a matter of balancing all physical, social and economic flows in a region
in accordance with the global sustainable development principles. If sustain-
able development can be achieved at the regional level, then sustainability at the
global level can be achieved easily (Nijkamp et al., 1991: 3). Thus, in addition to
being an important economic scale, the regional level is also the proper scale for
achieving sustainable development and materializing what is meant by the motto
“think globally, act locally”. Mishenin et al. (2018) also argue that the lack of a
clear and general definition of guidelines for global implementation of sustain-
able development makes the regional level an important policy level for gener-
ating modern models of sustainable development
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On the other hand, following Thierstein and Walser (1997) who cite Fiirst

(1993), the regional level also has advantages as well as disadvantages in terms
of implementation of sustainable development policies. These advantages are as
follows:

1)

2)

3)

4)

The region provides a space for people to identify themselves with. It would
be easier to generate widespread ownership of regional sustainable develop-
ment plans and programs with people who identify themselves with a spe-
cific region. Moreover, community awareness and involvement in sustainable
development would also make it easier to establish cooperative partnerships
and governance structures to promote sustainability. Such a background
would strengthen the institutionalization of sustainable development princi-
ples within the regional community and would decrease transaction (polit-
ical, communication, preparation and implementation) costs for future
regional sustainable development plans.

In addition to being a space of ingoing and outgoing flows, the region is also
a relational space. There may be many regional actors with different points
of view and interests. High levels of communication between actors would
strengthen relational networks between these actors and formulation of a
regional sustainable development that benefit all actors from public, private
and civil sectors through negotiations would generate trust which would
facilitate further development. The importance of social capital, formed by
constructive communication and trust within communities, for regional
development is well-documented (inter alia, Putnam et al., 1993; Boschma,
2005; Malecki, 2012). Well-functioning regional social networks can be ef-
fective in regional sustainable development through by creating channels for
sharing specialized knowledge and expertise and by facilitating efficient allo-
cation of resources (Devine-Wright, Fleming, and Chadwick, 2001). Rydin
and Holman (2004) also argue that regional social capital can solve problems
in regional mobilization, cooperation, definition of sustainable development
objectives and lack of resources and capacity.

The political value of the region is also rising. Economic policy favors regional
sectoral policies and the bottom-up approach to regional planning makes the
region a more proper and transparent level for solid sustainable planning.
The regional level is the spatial level in which we can observe the interaction of
many types (Boisier, 2001) of endogenous capital. However, with the advance
of globalization and technology the nature of involvement and the effects of
traditional resources are changing and endogenous resources and softer re-
sources (social capital, institutional capital, etc.) are gaining importance.
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While the advantages of the region to be the proper level for sustainable devel-
opment are all endogenous, disadvantages are a mix of exogenous and endoge-
nous factors. First of all, recognizing the degree of openness of all countries and
regions in our time, it would be erroneous to think the region is sterile from the
influences of what is going on in the international and national domains and in
its neighboring regions. Regions exist in the space together and their actions
affect each other. From the point of view of “the region as a space of flows” ap-
proach, each region may be the recipient of an outgoing flow from another
region. In this respect, any choice of development path (favoring the industry
or favoring the sustainability) or wealth-affecting event (such as crises, disasters,
wars, etc.) may be effective on the sustainability of another region elsewhere.
Moreover, the boundaries between countries still exist as well as the superiority
of state in making the choice for the national development policy. This makes it
harder for regions, as well as for nations, to cooperate for and coordinate sustain-
able development efforts.

As great philosopher Ibn Khaldoun once said “Geography is destiny”. The
geography in which we live in is effective in shaping our economic activities,
social organization and culture and institutions. Thus, it might be said that every
region has its own unique endowment of resources and its development path
is shaped by the availability and the rate of utilization of these resources. The
level of development of a region may also influence the utilization rate of nat-
ural resources and attitudes of the regional community towards sustainability.
Moreover, it may be hard to establish networks or effective governance structure
due to lack of social and human capital. These shortcomings are the endogenous
disadvantages in achieving sustainable development at the regional level.

As a result, it can be said that sustainable development is a multifaceted, if
not a complex, process. The achievement of sustainable development depends
on understanding and implementation of its principles at the local level. The
regional level possesses advantages for sustainable development since it is
home to economic, social and physical transactions within and from outside
the region. Because of its position as a middle level between macro and micro
environments, the regional level also represents advantages for effective manage-
ment of sustainable development. However, achieving sustainable development
at the regional level necessitates a custom approach that maximizes the effects
of above-mentioned advantages over disadvantages and creates the best possible
balance between the industry, society and environment. Thus, transformation
of the regional economy and community to a continuous state that does not
exceed the supportive boundaries of the regional environment can be referred to
as “regional sustainable development”. However, due to the large coverage area of
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the concept of sustainable development, the understanding of sustainability and
definitions originated thereof vary between disciplines and policy areas.

Problems of Definition

When we think of sustainable development, we naturally tend to view the whole
process from an ecological point of view and often overlook the implications of
the concept in other spheres of human life. Yet, when the focus is on regional
development or development in general, we tend to overlook environmental is-
sues and expect the development policy to achieve sustainability automatically.
In both cases, the resulting policies or approaches satisfy neither the develop-
mental needs nor the requirements for sustainability.

A possible reason for this may be the perception of sustainable development
as a “soft” issue by both the policy-makers and the industry. Economy seems to
be prevailing over sustainability every time and sustainability becomes reduced
to a few topics in development plans which represent expressions of goodwill
rather than solid measures for action. However, the most important reason for
this, as discussed in the literature, is the elusiveness of the concept of sustain-
able development. In fact, everybody have an idea of what sustainable develop-
ment should be but nobody can give a general definition. There is also confusion
how regional sustainable development is defined. A Google search on the sub-
ject gives studies that reflect ecologically sensitive approach to development as
well as studies that are concerned with sustaining a certain level of welfare in a
region. Therefore, it would be better to have an understanding of the concept of
sustainable development first and then define regional sustainable development.

The concept of sustainable development has drawn interest from all science
disciplines and from all levels of policy-making. Thus, definitions of sustainable
development may vary according to the field of study or practice, and, in ad-
dition to traditional economic and environmental concepts, they include such
concepts as ethics, solidarity, governance, equity, progress, culture, civilization
and so on (Scleicher-Tappeser et al., 1999). Thierstein and Walser (1999) also
argue that the concept of sustainable development has become a melting pot for
many different approaches; however, it is as well a useful concept politically since
it can be used flexibly to address many issues and change the public opinion.

The most popular definition given by the Brundtland Report (1987)
emphasizes two important dimensions in defining sustainable development:

i. A development that meets the needs of the present without compromising the
ability of future generations to meet their own needs, and
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ii. A process in which the exploitation of resources, the direction of investments,
the orientation of technological development, and institutional change are all
in harmony and enhance both current and future potential to meet human
needs and aspirations.

The definition implies a systemic approach in which economy, technology and
governance work together to ensure that resources are utilized without dis-
turbing their rates of reproduction. This approach also implies a continuous bal-
ancing of the economy, technology and governance in cases of any changes to
sustain a certain level of welfare for all generations.

Rees (1989) argues that the concept of sustainable development encompasses
not only the economic activities but also processes that regulate and facilitate
the implementation of these activities. His definition of sustainable development
represents a more holistic view of sustainable development:

“Sustainable development is positive socioeconomic change that does not undermine
the ecological and social systems upon which communities and society are dependent.
Its successful implementation requires integrated policy, planning and social learning
processes; its political viability depends on the full support of the people it affects
through their governments, their social institutions, and their private activities”

According to Rees (1989: 3), this definition of sustainable development highlights
some additional points that reflect the holistic nature of the concept:

i. Sustainable development is oriented towards the achievement of well-defined
and explicit ecological, social and economic objectives,

ii. Sustainable development aims at human and community development
while trying to keep human consumption within the limits of the ecological
system,

iii. Sustainable development is a process that is initiated by government inter-
vention but cannot be advanced without the inclusion, leadership and coop-
eration of the private sector,

iv. Sustainable development is a process which is based on scientific, conscious
and democratic practices in all areas of public domain,

v. Sustainable development cannot be achieved if policy integration and coordi-
nation are not achieved at all spatial scales and among relevant jurisdictions.

Lonergan (1993) also advocates that space should be taken as an integral element
in any analysis of sustainable development since development is constructed his-
torically and spatially. According to Lonergan (1993) sustainable development
is about attaining a more equitable human society internationally, nationally
and intergenerational. Such a challenge requires narrowing the gap between the
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developed and developing nations, ensuring future generations to have at least
the same living standards we have been enjoying and ensuring a better distribu-
tion of resources both within and among countries.

From an economic point of view Daly (1992: 185-186) distinguishes three spe-
cific areas of action for achieving sustainability. The first area is “allocation” and
it refers to the efficient use of resources for delivering for the needs of the human
beings. Allocation includes apportioning scarce resources for the production
of goods and services preferred by the people; it is “the relative division of the
resource flow among alternative products”. In brief, allocation means equitable
distribution of the resources among alternative usage areas. The second area is
also concerned with distribution. However, the focus of this area is to distribute
goods and services equitably among people and among future generations. The
third area, which is called as “scale”, is concerned with the transformation of re-
sources and the waste produced as a result of the transformation process. “Scale”
refers to the capacity of the ecosystem to absorb waste and regenerate resources
over time. Our finite ecosystem draws the limits of the scale for all subsystems
(economic, social, etc.) it hosts, and if economy’s scale extends beyond the limits
of the ecosystem, then the regenerative and absorptive capacity of the ecosystem
is altered. In other words, the value of the future carrying capacity of the ecology
is diminished if the scale of the economic activity grows larger than that of the
ecosystems. Such an approach implies that a sustainable scale should be a lim-
ited geography within which the rate of utilization of natural resources is smaller
than or equal to the rate of regeneration of the environment and the scale of
economy is manageable for achieving such balance. In this respect, the regional
or local level may be the ideal scale for sustainable development.

Thus, regional sustainable development means “the integration of sustainable
development principles into regional development practice” (Clement, Hansen
and Bradley, 2003) in very simple terms. Incorporation of sustainability princi-
ples to regional development is important since mankind need to find new ways
to further improve the quality of life on the planet for all through a reassessment
of today’s economy in the face of multiple crises experienced in the delivery of
basic human needs (food, water, etc.) and in the delivery of the needs of the
economy (finances, energy, raw materials, etc.) (The UN Regional Commissions,
2012). Regional sustainable development is “a development which ensures that
the regional population can attain an acceptable level of welfare — both at pre-
sent and in the future — and that this regional development is compatible with
ecological circumstances in the long run while at the same time it tries a glob-
ally sustainable development” (Nijkamp et al., 1991: 3). In this respect, regional
sustainable development is the promotion of sustainable development within
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the boundaries of the regional economy and it reflects the important role of the
region as an intermediate level between the national and local levels. In addi-
tion to ecology and economy, the term also implies improved coordination and
cooperation at the regional level and a modification of human behavior at the
individual level for sustaining a certain level of welfare.

There may also be differences related to use and understanding of the terms
“regional sustainable development” and “sustainable regional development’,
which are generally used interchangeably. While regional sustainable develop-
ment refers to all policies that primarily aim to achieve ecological sustainability
by sustaining all living and nonliving and natural and man-made assets while
making economic and social progress, sustainable regional development refers to
a process by which a region achieves a certain level of development that enables
self-financing further development efforts. Thus, while the former term reflects
an understanding that prioritizes ecology as a starting point, the latter term
reflects an approach that prioritizes the economy over other domains (Mengi
and Algan, 2003: 86-87).

Although there is an agreement on that regional sustainable develop-
ment incorporates global sustainability principles into regional practice, the
importance and understanding of these principles may vary among regions.
Lonergan (1993) argues that the general definition of sustainable develop-
ment does not indicate a specific spatial level; however, its definition may
change from region to region. Moreover, holistic definition of the concept
of sustainability may also lead to vague definitions of sustainable develop-
ment at the regional level (Campbell, 1996) and regional plans based on such
definitions may be inoperable or may produce immeasurable outcomes. Since
regions differ in terms of levels of development, resource endowments, eco-
nomic and environmental capacity, social and cultural characteristics, the
definition of regional sustainable development becomes somewhat contex-
tual. Therefore, it may be better to look at policies and plans for sustainable
development at the regional level. Yet, we may use the discussion on the global
definition of sustainable development and draw a framework for regional sus-
tainable development as follows:

- Incorporation: Regional sustainable development involves incorporation of
global sustainable development principles to regional development efforts. It
is a process of increasing regional welfare without disturbing the capacity of
regional environment.

- Spatiality: Regional sustainable development involves the efforts to achieve
sustainability within a limited geographical area. It reflects a spatially
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bottom-up approach. If sustainability is achieved at the regional level, it can
be achieved at national and global levels.

- Good Governance: Regional sustainable development involves political and
institutional development and more respect for democracy at the regional
level since equity is the central idea in sustainability. It reflects a politically
bottom-up approach. Regional sustainable development cannot be achieved
without efficient governance based on cooperation and trust.

- Informed Community: Regional sustainable development involves human
development as well as community development. More educated and more
cooperating societies will perform better towards more sustainability.

- Mobilization: Regional sustainable development requires cooperation and
coordination of all individuals, public, private and civil sectors to be achieved.
It is easier to communicate and cooperate at the regional level than at the
national level.

Regional sustainable development policy should reflect these features at the
minimum. However, there may be many factors affecting the weight of these
factors in regional sustainable development plans as well as their practical
implementation.

Planning for Regional Sustainable Development

The scope of regional development has been evolved from a narrow focus on
economic issues to a more holistic view which considers social, institutional,
cultural and environmental aspects (Pike, Rodriguez-Pose, and Tomaney, 2007)
as important indicators of as well as important objectives of the development
process. Such a transformation is followed by a more process-focused approach
in planning (Berke, 2002). The multidimensional nature of sustainable develop-
ment fits in well with the holistic approach to regional development. Planning
for regional development thus has to consider many processes and various bal-
ances within the regional system. It should not take the ecology or the economy
as its only focus but represent an ecological sensitivity while trying to preserve
economic and social integrity of a region (Carroll and Stanfield, 2001).

The starting point for regional sustainable development planning is incor-
poration of sustainable development principles to regional development pla-
nning. However, merely incorporating sustainable development principles into
regional economic development policies, programs and plans is not sufficient
condition for achieving sustainable development. Such incorporation must
clearly reflect the inter- and intra-generational equity principles of sustainable
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development thinking (Gibbs, 1998) and must be accepted and applicable by
all regional stakeholders. A regional development policy with incorporated
sustainable values would most probably entail a reorganization of the regional
economy and governance towards sustainability goals. That means creation
of new equilibriums between the ecology, the economy, the community and
the polity.

However, creating a long-term equilibrium seems not always to be the objec-
tive of sustainability planning. Reyer et al. (2012) argue that sustainability plans
often focus on effects of unexpected events, rather than focusing on long-term
effects of such important phenomena as the climate change, and they are based
on the idea of adaptation to abrupt changes brought about by these unexpected
events, rather than adaptation to the changes brought about by long-term and
more important phenomena. Reyer et al. (2012) stress the need for viewing
the region as a system which is composed of many subsystems and empha-
size that a careful and systemic approach to planning is necessary in order to
sustain regional systems in the long term. Such an approach includes looking
for new and more ecologically sensitive forms of economic organization that
minimizes effects of negative externalities of development, promoting forms of
social organization that will minimize the excessive use of natural resources and
finding the most efficient combination of sectoral and spatial elements to ensure
environmentally responsible and balanced planning for regional development
(Roberts, 1994).

Sustainable development covers a multilevel spectrum that involves relations
between nations at the global level and social, economic and political circles
at the local level (Hardy and Lloyd, 1994). The involvement of multiple levels
of planning requires building a balance between all these levels. Nijkamp and
Rietveld (1987) mentions four important levels for regional planning: indi-
vidual level, at which where conflicts between the preferences of people may
arise, intraregional level, where tensions between regional actors may occur,
multiregional level, where preferences of a region creates externalities to other
regions, and supranational level, where tensions between the central govern-
ment and regional decision making may occur. The latter level is significantly
important since regional sustainable development policies and plans should also
create a balance between the objectives of the overall (national) development
policy and regional development needs. Differences in understanding and inter-
pretation of sustainable development may result in tensions between the var-
ious levels of planning and inapplicable plans (Haughton and Counsell, 2004).
Thus, successful planning for regional sustainable development should include
measures for achieving vertical consistency between actions at local, national,
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and international levels and horizontal coordination between all planning levels
while providing for sustainability (McDonald, 1996).

Other possible tensions may include the harmonization of sustainability plans
with neighboring regions. It should not be forgotten that regions are heteroge-
neous in nature and this heterogeneity may require implementation of different
regional sustainable development policies which may have different consequences
at different spatial levels over time (Nijkamp, 1997). While, Jonas and Gibbs
(2010) points out to the fact that regional sustainable development policies may
not produce intended outcomes as long as imbalances between regions continue.
Since there are differences between the regions in terms of level of development,
there are also differences in the geographical distribution of environmental deg-
radation as in distribution of wealth. This variance in environmental quality may
be stemming from the industrial base of a region, population, capacity of the
local environment and perceptions of the regional community towards environ-
ment (Lakshmanan and Bolton, 1987). Indeed, the latest waste problem between
the Philippines and Canada is a good example of more developed countries and
regions seeking different countries and regions for “treatment” of waste materials
away from the original country or region. Moreover, relatively more developed
regions are generally more conscious towards environmental problems and look
for solutions while less developed regions continue to engage in environmentally
damaging production practices simply because these practices are only means
through which to generate income for the region as a whole. However, as While
et al. (2010) argue, this is not a direct problem of the policy side; the problem is
purely microeconomic and stems from the profit seeking behavior of regional
firms. The national or the regional administration then compulsorily intervenes
in the economy in order to minimize the social cost of regional environmental
degradation. In this respect, implementation of a regional sustainable develop-
ment policy creates a new equilibrium for all stakeholders within a region as well
as those stakeholders outside the region.

Creating awareness about sustainable development and sustaining this over
generations cannot be possible without the common efforts and full cooperation
of the regional communities. Common action for sustainability occurs more easily
in regions which have a common culture of cooperation, and it may not be easily
formed in societies which have low levels of social capital. Social capital and insti-
tutional capital are not easily constructible, however, regional sustainable develop-
ment plans, as general guiding documents, may establish guidelines and platforms
to facilitate creation of cooperation and formation of governance structures.
Vision statements, coalition building activities, institutional development activi-
ties, national and regional incentive frameworks for collective action, campaigns
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for public involvement, and creation of environments for social learning (Wheeler,
2000) may be helpful tools in rooting social capital within communities.

All in all, regional sustainable development requires a careful planning. It
involves many variables from micro and macro environments, including human
beings (as producers and consumers), firms, local institutions, neighboring re-
gions, national governments and so on. To have a reasonable regional sustainable
development plan in the face of such complexity, following points can be consid-
ered as a simplified framework for planning:

i. Thedefinition of regional sustainable development should be made clearly since
and should be cleared out from the ambiguity of general definitions. A defini-
tion recognizing the immediate problems of the region and its relations with
the other regions would best serve the interests of regional sustainability.

ii. Planning should recognize the complex relations between regional actors
keeping equity principle in mind and should include applicable measures for
attaining sustainability as defined in the plan.

ili. Effectiveness of regional sustainable development plans significantly depends
on a long-term approach with measurable indicators. However, changes in
regional equilibria, as intended in the regional sustainable development plan,
may be a cause for new unsustainable practices within the region or may have
negative externalities in neighboring regions. Thus, regional sustainability plans
should be designed flexible, consider effects of changes in equilibria between
regional processes and provide contingency plans or reparative measures.

iv. Regional sustainable development plan should also be consistent with
national sustainability policies and should be in harmony with sustainability
plans at other levels, especially with those of the neighboring regions.

v. Since regional sustainable development plan aims to change today’s behavior
for the benefit of the future’s society, some tensions among the present
stakeholders are highly likely to occur. Regional sustainable development
plan should therefore ensure political support and community approval
through democratic processes.

vi. Community involvement and stakeholder cooperation should be empha-
sized, through official channels if necessary, in order to establish the gover-
nance structure for regional sustainable development.

Conclusion

Rising human populations and increasing economic activity constitutes a signif-
icant risk for our social order. In order to continue our civilization, we must find
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ways to minimize our harm to the ecosystem while maintaining the utility we
get from the ecosystem at an acceptable level. The concept of sustainable devel-
opment reflects such concerns and it highlights the most important problem of
the mankind.

Sustainable development is concerned with the continuity of the earth’s eco-
system and is generally defined by ecological terms. Since all social and eco-
nomic systems are subsystems of the ecology, the concept has a larger and
deeper meaning. In addition to keeping the economic value of the environment
fixed for future generations by redefining and reorganizing the relationship
of production with the environment, the concept also implies redefinition of
the relationships among individuals, societies and governments and between
these and the environment and the ecology. Thus, due to the large coverage
area of sustainable development and due to confusing taxonomy, there is
no commonly agreed definition for the concept. Definitions based solely on
ecology and equity between the generations are criticized in terms that they
represent vague explanations of the concept of sustainable development. In this
case, it also becomes hard to define regional sustainable development, which
is also used interchangeably with “sustainable regional development”, another
term explaining a different concept.

However, the inclusion of the term “regional” somewhat removes the ambi-
guity on the meaning of “regional sustainable development” If it is regional, then
it has to be related with creating an environmentally sensitive economy within
a geographical area where we may find a community that shares similar values
as well as a shared environment. In this respect, we may define regional sustain-
able development as development of the regional economy and improvement in
quality of life of the regional community through adopting environmentally and
socially responsible production methods.

Regional sustainable development is important since the region presents
the ideal spatial level for sustainable development. Sustainable development
at the global level may be complicated due to differences in state policies.
Harmonization of different sustainability policies at the state level reflecting dif-
ferent expectations, economic considerations and political backgrounds may
slow down, if not totally hamper, efforts for global sustainable development. On
the other hand, the region offers a more limited political space for coordinating
efforts in a limited geographical area as well as in terms of coordination within
other regions and the central government.

From an economic point of view, the rising importance of the regions as
a node of economic activity also makes the region important for sustain-
able development. Since most of the problems associated with sustainability
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are related to the economic activity it is logical to aim at sustainability from
the regional level. Increasing regional economic activity in terms of flows of
goods, people and capital and agglomeration of economic activity have neg-
ative consequences for the regional sustainability. It is more likely to change
individual and production attitudes at the local level since regional commu-
nities can experience the negative externalities of increased economic activity
firsthand. The region offers a relational space at a limited geography as well,
which makes it easier to generate stakeholder support and popular ownership
of sustainable development policies and plans. Moreover, as a middle level
between macro and micro environments, the regional level also represents
advantages for effective management of sustainable development. All these
advantages make the region the appropriate spatial level for sustainable
development.

Yet, differences between regions still exist and regions still have to comply with
policies at the supraregional level. In this case there is also no uniform definition
of sustainability and common regional sustainable development plan for each
region. It is better to have a region-specific definition of sustainable development
and move on from there to formulate policies. The planning for regional sus-
tainable development requires consideration of many subsystems and processes
within the regional system and their interaction. Definition of regional sustain-
able development according to advantages and disadvantages of the region, iden-
tifying measurable measures and making informed estimations of their effects,
establishing operational governance structures and mobilizing community for
sustainable development are critical points for regional sustainable development
planning.

A solid regional sustainable development plan must also demonstrate flex-
ibility to respond to changes in regional, national and global conditions. It is
most likely that the technological developments to come in the future within the
frame work of Industry 4.0 would change our approach to sustainability as well
as to other social and economic processes. The use of more automation, espe-
cially artificial intelligence at different extents, will have effects on all economy as
well as on the way we conceive sustainability. While technological development
would ecologically optimize our utilization of the space by optimizing use of nat-
ural resources, better management of waste material and optimizing land use, it
is still unclear how equal and decent income will be generated for those whose
skills became obsolete with technological advance. Such issues will present new
opportunities as well as new challenges for regional sustainable development in
the future.
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Chapter 3 The Relationship Between Regional
Development and Regional Development
Agencies

Introduction

With the effect of the Classical Economy School, the countries entering into an
economic development period together with the industrialization process left
the distribution of the production capacity between the regions to the market
forces. It was observed that this distribution couldn’t be effectively made under
the effects of economic and social problems that have been experienced and, as a
result of this, it was also revealed that the inequality/disequilibrium between the
regions started to increase.

Aswell as causing differences between the countries, the Industrial Revolution
is also the reason for the emergence of interregional differences (Dinler,
2008: 99). The other factors causing the interregional development differences
are the geographic conditions, natural sources, demographic structure, innova-
tiveness of the local society, demand to the products produced in the region,
quality of infrastructure, skills of the entrepreneurs, etc. The reason for the
growth inequality between the regions is that the investments concentrate gen-
erally on the locations, where they may achieve the profit maximization.

The Great Depression in 1929 drew the attention on the disequilibrium
between the regions, besides the differences between the countries (Vatansever
Deviren and Yildiz, 2014). Especially in the period after World War II, the poli-
cies aiming to decrease the interregional differences were given importance. In
the late 1950s, the subject “region” has started to be discussed in the USA and the
platforms have been established in the universities for this purpose. In Europe,
especially in the European Economic Community, the policies aiming to ensure
the development of regions and to reduce the developmental differences between
the regions were given priority (Elmas, 2001: 49; Ildirar, 2004: 13; Vatansever
Deviren and Yildiz, 2014).
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It was determined that, in order to minimize the developmental differences
between the regions, it is necessary not to leave the distribution of economic
activities between the regions to the market forces but to make investments
through the partial intervention of the state (government). The governments
have prepared development plans and emphasized the importance of reducing
the developmental differences between the regions. The advancements in the eco-
nomic theory caused an increase in state intervention. While the country-wide
development plans are the subject of macroeconomics, the policies aiming to
decrease the interregional developmental differences increased the importance
of microeconomics and regional economics in the development at national and
regional levels. In the present study, the regional development, regional develop-
mental differences, and regional development theory and policies are discussed
in summary, and the relationship between regional development and regional
development agencies is emphasized in the explanations related with theory and
policy. From this aspect, the regional development and regional growth subjects
were discussed in order to reveal the interregional inequalities. Then, the funda-
mental theories on regional development are presented in general. And, in the
final step, the study is completed by discussing the role of regional development
agencies in eliminating the regional inequalities.

Regional Development

Before defining regional development, it is necessary to define the development
first. For an economy, the development refers to the growth bringing transforma-
tion in the social and corporate structure including the changes in values, world-
view, and consumption behavior patterns of the society (TDK, 2011: 247). The
term development incorporates economic, social, political, cultural, and other
structural changes and transformations besides the economic growth. The term
economic development covers a wider area than the economic growth does.

From a narrower perspective, regional development refers to the economic
policies that the public authorities adopt in order to eliminate the economic
development differences between the geographic regions (TDK, 2011; 64).
Together with the globalization process, the meaning assigned to the regional
development changes in the course of time. The determinative role in the respon-
sibility and decision-making process, which has been attributed only to the cen-
tral government before, is now delegated to the local actors.

The regional development covers the elimination of the developmental
differences between the regions, increasing the global-scale competitive power of
the regions, mobilizing the local dynamics, making use of the regional potential,
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and thus develop the countries as a whole (Akin, 2006: 29). The regional devel-
opment can also be defined as the whole of studies aiming to increase a region’s
level of welfare by mobilizing the economic and social potential of the human
sources. In another definition, it is stated that the “regional development” refers
to the whole of studies based on the principle of participation and sustainability,
adopting the vision of region comprising of the mutual interaction between re-
gions, neighboring regions, and the whole world, and aiming to improve the
human sources and to increase the region’s level of welfare by mobilizing eco-
nomic and social potentials. From the definitional aspect of the term “regional
development’, it can be seen that the meaning attributed to this term may vary
significantly depending on the definition of region (Arslan, 2005: 278) and the
policies and policy practitioners.

Regional Development Theories

The studies on the development of a specific region or area date back to von
Thiinen, who is accepted to the founder of areal economics. A. Weber, T. Palander,
and A. Losch and W. Christaller have carried out pioneering studies on where
the production and establishment locations should be.

According to the Central Place Theory developed by Walter Christaller, a
German geographer, the areas are divided into 7 groups by their functions. In
this classification, the economic relationships between the areas have been con-
sidered. The model has been criticized because it incorporates over-simplifying
assumptions such as homogeneous and ideal space. In order to make the model
more realistic, Christaller added the transportation networks and administrative
organization into the model. Although the economists such as Isard, Béventer,
and Parr contributed to the model after Christaller, the Theory of Central Places
remained as a static theory and fell short in terms of explaining the regional
development (Ildirar, 2004: 73). The Theory of Central Places explains only the
geographic distribution and local concentration of the economic activities.

After Christaller, A. Isard expanded the Theory of Central Places and became
one of the researchers investigating the regional economy. The other researchers,
who have investigated the Theory of Places (Regions) and the propagation of
economic development throughout an area, were V. Boventer, F. Perroux, and
J. R. Boudeville (Dinler, 2008; 37-38).

It can be seen that the studies on regional development emerged in the late
1950s. The theories on regional development are based on the studies in the dis-
cipline combining the macroeconomic growth and development after World
War II and the place theory of von Thiinen (Ildirar, 2004: 45). In general, it can
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be seen that the first theories developed on regional development couldn’t suf-
ficiently address the problems and, thus, the development of new theories and
approaches was needed.

It can be seen that, until the late 1980s, the theoretical studies on determining
the main arguments of the regional development concentrated in two groups
based on the difference between growth and development. In the early 1990s,
the new approaches arose in regional development in parallel with the literature
on growth.

In the present study beginning with the Keynesian regional development
theories, the regional development theories influenced by the neoclassical and
endogenous growth theories are discussed, as well as the new regionalist ap-
proach. The studies on regional growth have largely been affected by the theory
of growth (Ildirar, 2004: 46).

Keynesian Regional Development Models

The Keynesian development economists discussed the importance of the state’s
active role from the perspective of regional development, as well as the general
economic development. In parallel with the initiative of nation-state based on
the paradigm of the Keynesian state of welfare, the regional development policies
have been conducted in a balanced manner.

In the Keynesian regional growth model, the marginal propensity to consume
is an important variable. In this model, the size, industrial structure, and loca-
tion of the region determine the regional factor by influencing the marginal pro-
pensity to consume the local products. In the Keynesian regional growth model,
the marginal propensity to consume is of significant importance in increasing
the amplitude of factor.

The determining variables of the Harrod-Domar growth model, which is
another Keynesian growth model, are the savings and investments. In this model,
economic growth depends on the investments in determining the national
income, and the amount of investments is dependent on the level of saving. In
conclusion, the growth depends on the savings.

Since the Keynesian regional growth models are the demand-side ones, they
focus on the marginal propensity to consume and the savings. This model has
never directly interested in the supply. On the other hand, the main limitations
of the model are that it overlooked the interregional feedback, that is focused
on a single sector, and that it overlooked the factor market. These limitations
have directly influenced the failure of Keynesian policies in terms of regional
development.
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In the Keynesian model, a high level of load on the state for the develop-
ment increased the pressures on the public budget. Besides that, the crises that
have occurred in the global economy in the 1970s weakened the budgets and
the fact that sufficient funds couldn’t be allocated to the investments has led the
Keynesian regional development policies to the failure.

Neoclassical Regional Growth Model

When compared to the Keynesian model, the neoclassical regional growth model
is a supply-side model. According to this model, the activity and determining the
role of the state in the economy should be reduced and the market should be
left to its own endogenous dynamics. Thus, the decisions of rationally-behaving
economic units would make the market efficient. In this model, the analyses are
made via the production functions. Besides the labor and capital, also the tech-
nological advancement was added into the analyses in this model.

In the neoclassical growth model developed by R. M. Solow (1956), the
increase in short-term income per capita depends on capital accumulation and
technological advancement. Since the return rate of capital is a decreasing value,
the long-term growth can be achieved only through technological advancement.
In the model of Solow, the technological advancements arise from foreign coun-
tries and, thus, this model cannot explain the long-term increase in the income
per capita.

In the neoclassical regional growth model, it is assumed that the produc-
tion factors have full mobility between the regions. Moreover, the model also
includes the convergence hypothesis. Accordingly, it has been asserted that the
difference between the underdeveloped countries (regions) and developed re-
gions will be closed. However, no consensus could be achieved on this subject
(Berber, 2017: 202). In practice, it was observed that the factor migration from
the disadvantaged region so the advantaged one negatively affected the regional
growth (Ildirar, 2004: 55).

The weakness of the neoclassical approach was that the local economies
that were not ready for the global competition were led to failure. The local re-
gions, which have become independent from the space and remained far away
from global markets in terms of production and distribution and they grad-
ually became marginal since they couldn't bear with the global competition
(Vatansever Deviren and Yildiz, 2014). And this situation further increased the
growth differences between the regions. According to the model, the differences
between labor and capital stock and technological advancements played an
important role in the emergence of interregional differences.
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Endogenous Regional Growth Theories

The endogenous growth models consider the results and weakness of the neoclas-
sical growth models. In years (1980s), when the neoclassical and Keynesian
regional policies entered into crisis, the local and regional economic develop-
ment efforts based on the endogenous growth theories gained currency (Eceral,
2005: 97). The regional development approaches focusing on the local and
regional, emphasizing the local dynamics, and stressing the endogenous poten-
tial gained importance.

Some of the assumptions of endogenous regional growth theory are the incre-
mental revenue of capital, the presence of incomplete competition markets, the
acceptance of externalities, spillover, and technological advancement as endog-
enous variables, emphasizing the importance of human capital, and accepting
the social infrastructure as an important factor in the growth process. The tech-
nology, which has been considered as an external phenomenon although it has
been the determinant of long-term growth in neoclassical growth theory, has
been internalized in the endogenous growth models and related to the factors
within the economy (Ttirker, 2009: 93).

In the endogenous growth theory, the convergence hypotheses asserted by the
neoclassical scholars is rejected. On the contrary, the endogenous growth theory
states that, if the underdeveloped countries (regions) do not take required meas-
ures, then the income differences from the developed countries (regions) will
gradually increase (Berber, 2017: 203). This argument is based on the fact that
the creation and distribution of the information show differences between the
regions (Ildirar, 2004: 75).

The endogenous regional development theory aims to reveal the mechanisms
creating the welfare by using the own sources of region, to have the regions dom-
inate the process, and to enable them to be the subject of this process (Cakmak
and Erden, 2004: 82). On the contrary with the neoclassical model, the endog-
enous regional development theories aimed to explain the economic develop-
ment by using the variables within the system (know-how, human capital, R&D,
technological advancements, financial innovation, new role of state, market
structure, etc.) (Turker, 2009: 88).

According to the endogenous growth theory, the state’s encouraging and
guiding policies on the innovative fields may influence the growth in the long
term. On the contrary with the neoclassical theory, the responsibilities of the
state have increased in the endogenous growth theory in the way of creating
a competitive and balanced economic environment. The state may promote
the R&D activities by directly contributing to the companies performing R&D
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activities, making necessary legal regulations for the market, and protecting the
intellectual property rights (Tiirker, 2009: 93). The proper functioning of endog-
enous regional development model requires the promotion of R&D activities, as
well as the social infrastructure, and investments in education, health, and other
infrastructural domains.

New Economic Geography Approach

The economic geography approach seeks the answer for the questions such as
why the economic activities concentrate on specific regions and organize there.
According to the economic geography model, the reasons for economic activi-
ties’ accumulation to the limited number of locations are the centralist (accumu-
lation) and centrifugal (distribution) forces. The centralist forces are the labor
stock, forward and backward connections between the companies, and the tech-
nological externalities (Ekinci and Ersungur, 2013: 207). According to the new
economic geography approach, the accumulation of economic activities to a spe-
cific region is shaped by the interaction between firm and supplier and between
the firm and consumer, as well as the increasing returns to scale and the trans-
portation costs (Schmutzler, 1999: 356).

Krugman (1991) developing the center-surrounding model within the scope
of the new geography approach considered the companies producing the differ-
entiated products with incrementing revenue under the monopolist competi-
tion conditions of Dixit-Stiglitz, and he explained the commerce, accumulation,
and specialization in this production structure (Ekinci and Ersungur, 2013: 222).
Krugman assumed that the externalities causing the emergence of the center-
surrounding model were the monetarist externalities related with supply or
demand, rather than pure technological externalities.

According to Krugman, the emergence of the center-surrounding model was
based on the transportation costs, scale economies, and the share of produc-
tion in the national income (Krugman, 1991: 483). When some of the indicators
taking the transportation costs, scale economies, and share of non-agricultural
products in the expenses as basis passes beyond a critical threshold, then the
population starts to concentrate and the regions emerge. This process would con-
tinue by feeding its own (Krugman, 1991: 487). The center-surrounding model
provides a frame determining the fundamentals of new economic geography.

Krugman (1991) has discussed the center-surrounding model by excessively
simplifying it and has not discussed anything but the location of specific indus-
tries. Krugman (1991) showed that, under the conditions of incrementing scale
economies, the production accumulates at specific locations as a result of the
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interaction between the free movement of labor and commercial activities.
Venables (1996), however, showed that the accumulation may occur even when
the labor is immobile (Venables, 1996: 356).

The main contribution of the new economic geography can be summarized as
using the knowledge such as accumulation, specialization, urbanization, forma-
tion of center and surrounding, and cumulative strengthening of specific models
obtained from the spatial economic development analysis tradition, as well as
developing the models passing through this process by making use of micro
bases in a stable frame (Vatansever Deviren and Yildiz, 2014).

Although the “new economic geography model” has used mainly the
orthodox economic terms, it also stretched the terms “perfect competition” and
“constant returns to scale”. The new economic geography approach added the
“increasing returns to scale” and “imperfect competition” to its models. Finally,
it provided a wider perspective on the events when compared to the neoclassical
approach did.

New Regionalism Approach

The new regionalism approach provides solutions based on the mobilization
of local sources (Amin, 1999: 375). At this point, it landed the state with new
responsibilities. The state supports the market forces and private sector through
various incentives and subventions and contributes to the local/regional devel-
opment. The entrepreneur city developments, learning regions, R&D, innova-
tion, and network-based governance are among the supports and incentives
prioritized by the new regionalism approach.

The problems caused by the globalization since the 1990s have a significant
share in the role assigned to the state in the new regionalism approach. The pres-
ence of the state is a necessity for the elimination of these problems and the func-
tioning and protection of the market system. According to the new regionalism
approach, it would not be enough to leave the articulation of the regions into
international market to solely the market forces. For this reason, the role of state
in supporting the regional economic development should be re-analyzed.

According to the new regionalism approach, rather than a development
model completely independent from the state or a development model driven
by the state, a mixed development understanding taking the local and regional
initiatives into account is a necessity. The role of the state, in this case, differs
from the regional development approaches in 1950s and 1960s. In this approach,
the role of state is to exhibit a behavior pattern different from the Keynesian state
of welfare and to gain a quality meeting the needs of the global economy.
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In the regional development and in the process of regions integration with the
global economy, the responsibility assigned to the state is a regulatory and (to a
certain extent) supportive role. In the new period, the complementary relation-
ship comes to the forefront rather than the substitution relationship between
the governments and markets within the context of the market-friendly state.
The governments became responsible for regulating the corporate infrastruc-
ture that is necessary for the development of the markets. Nowadays, the state
aims to increase technological advancement and innovation capacity through
administrative mechanisms addressing economic efficiency. The regional
development agencies constitute one of the most important steps taken for this
purpose.

Regional Development Policies

In general, there are developmental differences between the regions in all coun-
tries throughout the world. In order to reduce the interregional development
differences, the countries adopted policies in parallel with the advancements
in economic theory especially related with growth and development). Since
the Great Depression in 1929 until the 1970s, the central governments played
a significant role in the regional policies. In the traditional regional policies
in this period, the central government has played the leading role in the de-
cision-making processes. After 1970, it can be seen that the weight of central
government in the regional development policies has decreased and the role
of local administrations has increased under the effects of social and political
progressions. After the 1990s, the regional development drifted apart from the
central government’s intervention and started to progress through the participa-
tion of regional, national, and international actors.

Objectives of Regional Development Policy

The main objective is to reveal and utilize the potentials of regions, increase
the interaction between the region and the other regions and world, and con-
sequently contribute to the economic and social development. The most impor-
tant success of the regional development is to ensure the effective and efficient
use of local sources and to strengthen the governance mechanism (Korkmaz and
Tasliyan, 2012: 366).

The most important objective of the regional development policy is to elim-
inate the interregional developmental differences arising from various reasons.
For an economy aiming to develop, the elimination of the developmental
differences between a peak and neighboring areas is a very important problem to
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solve because a structure in form of “a pole and neighboring areas” arises because
of the interregional developmental differences and these unbalanced structures
start hindering the development once the growth reaches a certain level. In order
to solve this problem, it is necessary to change the structural factors causing the
developmental difference (Ildirar, 2004; 21).

By eliminating the reasons for unbalanced growth between the regions, it is
necessary to develop effective and efficient practices that might distribute the
investments to the regions. The regional development policy would contribute to
the economic development by decreasing the developmental differences between
the regions, as well as contributing to the economic growth and stability of the
region.

Instruments of Regional Development Policy

The instruments of regional development policies may vary depending on the
development level of countries and the conditions of the region. Given these
differences, the instruments of development policy can be listed as follows: region
planning, realizing the public investments, adapting the administration organi-
zation to the regional development problems, financial and tax-related incen-
tive measures, supporting the entrepreneurship, and other instruments (Ildirar,
2004: 20-21).

The regional development instruments having corporate character are devel-
opment agencies, investment support offices, regional development plans, oper-
ational programs, and SWOT analysis. The regional development instruments
having economic character are organized industrial zone (OIZ)/industrial
parks, regional support practices, venture funds, and joint regional development
practices. Moreover, the regional development instruments having social network
character are regional innovation system, regional innovation strategy, business/
innovation/technology centers, innovation transfer center, business/professional
groups/associations, public-private sector partnerships, catalyzer institutions,
commercial unions, intraregional sectoral industrial networks, technoparks/
technocities, and business/company incubators (DPT, 2008: 18-42).

Given the practices throughout the world, it can be stated that the funda-
mental instruments supporting the regional development significantly vary.
These numerous instruments with different characteristics and functions fur-
ther increase their importance (Akin, 2006: 297). Among these instruments, the
regional development agencies have an important place because of the practices
in the USA and Europe. The development agencies may operate in the way cov-
ering a large portion of these instruments.
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Regional Development Agencies

According to the World Bank, the regional development agencies are the
structures establishing, operating, and supporting the endogenous networks,
main objective of which is to create employment opportunities, support and
enhance the SMEs in different fields of production, and improve the general
conditions and opportunities of the region and which are capable of catalyzing
the development (Cakmak, 2006: 64). According to the European Association of
Development Agencies (EURADA), the regional development agencies (RDA)
are the institutions investigating the collective or general interests of a region, ful-
filling the task of economic development, and which are significantly linked with
the local, metropolitan or regional authorities from the aspect of management,
funding or operations (http://www.eurada.org/about/, 12 September 2019).

The RDAs operate in a specific geographic region and they play an important
role in revealing and improving the endogenous potential of the region because
the RDAs prepare the strategic plan of local economic development with the par-
ticipation of all the actors in order to achieve the social development. In order
to put this plan into practice, RDAs ensures the coordination among the local
actors and, for this purpose, mobilize the local sources and draw the oft-region
sources to the region.

RDAs are partially or completely dependent on the central or local
administrations from the financial aspect, but they have a certain level of admin-
istrative autonomy varying depending on the situation (Cakmak, 2006: 65). The
administrative bodies of RDAs and the local and central administrations and the
representatives of the private sector (NGOs) make the decisions together. The
regional development agencies are a point of meeting determined by the local
actors.

History of Regional Development Agencies

The first example of RDAs, which is the Tennessee Valley Agency (TVA) has
been established in the USA in year 1931. The regional development agencies
emerged in western European countries in the second half of twentieth cen-
tury. As a result of the destructive effects of World War II and the rapid tech-
nological advancements, the interregional differences became more prominent.
It also caused the establishment of regional development policies and mecha-
nism (Ildirar, 2004: 117-118). The first RDAs established after World War II have
been founded for the purposes of restructuring and to make spatial planning.
The main duty of these agencies has been limited to drawing the direct foreign
investments and managing the industrial parks. And then, the RDAs started
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to suggest solutions for other economic and social problems. In the following
period, the RDAs were given more responsibilities and authorities in order to
implement the regional development strategy. RDAs undertook various duties
such as providing the local or regional companies with non-financial services
by themselves or in partnership with other and improving the specialized social
infrastructure such as business centers, business incubators, and science parks
(Gakmak, 2006: 69; Toktas et al., 2013: 670-671).

The popularization of RDAs overlaps with the emergence of regional devel-
opment approach (Cakmak, 2006: 66). The economic and social changes experi-
enced in the metropolitans during the 1960s and 1970s caused a rapid increase
in the number of regional/local development agencies in these countries. The
regional development practice of Western Europe led the other economies to
RDA-like organizations (Cakmak, 2006: 67-68). The new practices have emerged
in regional development because of the failure of traditional (classical) regional
development approach that relies especially on the Keynesian policies. In this
new period, in which the competition between the regions rapidly increases in
parallel with the globalization, the endogenous economic growth theories and
policies with the development of regions gained importance.

Are the Regional Development Agencies Solely
Enough for Regional Development?

The rapid increase in the globalization propensity and the prominence of
competition-oriented development strategies caused the development of the
strategies to ensure the development of regions’ own, create fund separately
from the central government, developing cooperation, and make use of knowl-
edge and technology. This led the central governments to delegate some of their
authorities related with public services to the local administrations, to allocate
more source to regional development and innovation, and to further support
the local dynamics and civil initiatives (Akin, 2006: 296-297). The development
agencies are generally considered as an instrument designed in order to ensure
the development of the region within the scope of a new regional development
paradigm (Seving, 2011: 46).

An important point to consider in regional development is that the RDAs
cannot solely bridge all the gaps in the corporate structure. The efficiency of
regional development agencies would be limited if they are structured without
support of other local/regional institutions and without determining the divi-
sion of labor with central institutions. For this reason, it is very important to
make it possible to act in cooperation with the local actor, as well as improving



Regional Development and Regional Development Agencies 65

and supporting the cooperation between these actors, to educate the labor force
needed for the regional development, and providing government support for
organizing the physical and social infrastructure (Arslan, 2005: 286-287).

Relationship Between Regional Development Policies
and Regional Development Agencies Within the
Scope of Regional Development Theories

High level of interregional development difference is one of the most impor-
tant problems, which the developing economies face with. Contrary to the
approaches advocating the public intervention in order to reduce the exces-
sive developmental difference between the regions, there also are approaches
opposing to the state intervention. There also is another regional development
approach suggesting the involvement of local actors to the solution process in
addition to the proportional intervention by the state.

Regarding the causes and solution suggestions for the interregional devel-
opmental difference, the economists, social scientists, as well as the politicians,
exhibited different approaches. The conditions of these countries and the
meaning assigned to the regional development play an important role in these
differences. In the Keynesian regional development policies, the regional devel-
opment has been carried out somehow in parallel with the initiative of the na-
tion-state; however, the high level of responsibility assigned to the state increased
the pressure on the budget. With the effects of crises in the global economy in
1970s, the Keynesian regional development policies have failed. Although they
have limited responsibilities, RDAs played significant roles in the period, in
which the Keynesian policies have been implemented.

In the neoclassical regional development model, it was recommended
to reduce the activities and determining role of the state in the economy and
to leave these fields to the endogenous dynamics of the market. Even though
the neoclassical approach claimed that the interregional differences would be
reduced using the theory of convergence, the results suggested the opposite. And
it further increased the need for RDAs.

The endogenous regional development models are relied on the local/region
for the regional development, emphasize the local dynamics for the competitive
advantage, and stress the importance of inner potential. At this point, besides
the economic infrastructure, the proper functioning of the endogenous regional
development model requires the social infrastructure, incentives on R&D
expenses, and the educational, medical, and other infrastructures. Moreover, the
convergence assumption of the neoclassical model was rejected. In the period, in
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which the endogenous regional growth (development from a wider perspective)
has been implemented, the number and functions of RDAs have increased espe-
cially in European Union countries.

The new regionalist approach suggested solutions for mobilizing the local
sources. At this point, the state has been assigned with new responsibilities as in
the endogenous regional growth model. The presence of the state as a regulatory
body is a necessity for eliminating the inequalities brought by the globalization,
ensuring the proper functioning of market, and protecting it. Accordingly, it is
not suitable to leave the integration of regions into the international markets
only to the market forces. For this reason, the role of state in supporting the
regional economic development should be reconsidered.

The responsibility assigned to the State in the regional development and the
integration of regions into the global economy is to act as a regulatory and (to a
certain extent) supportive body. The governments organize the corporate infra-
structure required for the development of markets, as well as contributing to the
regional development by increasing the technologic advancements and innova-
tive capacity through the administrative mechanisms addressing the economic
efficiency. The regional development agencies constitute one of the important
steps taken for this purpose. RDAs play an important role in revealing and
improving the endogenous potential of the region.

Conclusion

In the period after the Industrial Revolution, the imbalances and develop-
ment differences between the regions have increased after the concentration
of economic activities at specific locations. All the countries experience this
problem. Since the first theories on the regional development couldn’t answer
the problems, it became necessary to develop new theories and approaches.
Especially in the endogenous regional growth, new economic geography ap-
proach, and new regionalist approach, the local/regional actors came to the fore-
front in the regional development.

Although the developmental differences between the regions have drawn the
attention of scientists and policy-makers in the 1930s, the remarkable policies
addressing these problems gained more importance after World War II (espe-
cially after 1960s). The establishment and popularization of the RDAs, which
have achieved significant success in regional development especially in the
developed countries, date back to those days.

During the period between the Great Depression in 1929 and 1970s, the cen-
tral governments had significant dominance on the regional policies. In this
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period, the traditional (classical) regional development approach based on the
Keynesian policies was prevailing. In the traditional regional policies, the central
government plays a leading role in the decision-making process. In this devel-
opment process, the state has undertaken too much load and it increased the
pressures on the budget. Thus, a sufficient amount of fund couldn’t be allocated
to the regional development in the course of time, and the Keynesian policies
couldn't yield the desired outcomes.

It can be seen that, under the effects of economic, social, and political
developments since 1970, the role of the central government in the regional devel-
opment policies decreased and the local administrations came to the forefront.
In the new period, in which the competition between the regions increased in
parallel with the globalization, the endogenous economic growth theories and
policies gained importance in regional development. Since 1990s, the regional
development fell away from the interventionist approach of central government
and started to progress with the participation of local, regional, national, and inter-
national actors. The success that the Tennessee Valley Authority, which is the first
RDA founded in the USA in 1930s, and the RDAs, which have been established in
European Economic Community since 1960s, increased the importance of RDAs
in regional development since 1990s. In parallel with the regional approach of
development, the RDAs became more widespread. Although the first RDAs have
been established for reconstruction and spatial planning purposes, they started to
suggest solutions for the other economic and social problems of the region. Then,
the RDAs became an important instrument of regional development policy.
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Chapter 4 The Innovation Systems from
National to Regional Level: The Role of RIS in
the Regional Development

Introduction

As of the last quarter of the twentieth century, the distances across the coun-
tries began to shrink and the borders got blurred as a result of the globalization
and developments in information technologies. It pushed the countries, regions,
cities, and firms towards a fierce competition, by interconnecting them.

To survive this harshly competitive environment of the new age, all the
economic units have to know their capacity and potential, and should make
investments in order to improve their unique potential. Accordingly, it is of vital
important for all the actors, especially the economic actors, to remain open to
innovations standing as the most salient indicators of technological advance-
ment and to develop strategies that can match with the shifting conditions. Yet,
an innovative perspective should not be a one-time experience but rather be sys-
tematized as a sustainable and repeatable structure. In parallel with this system
approach, the concept of innovation systems has emerged at the national or
regional level.

National Innovation System (NIS) is a system constituted by the market or
non-market institutions that are capable of influencing the speed and direction
of innovation and technologic diffusion in a country. “The system is charac-
terized based on the distinctive attributes as the specific patterns of scientific,
technological and industrial specialization, specific organization of institutions,
and policy priorities” (OECD, 1998: 61). The main actors in NIS are the firms,
research organizations, and government. These actors enable the creation and
implementation of science and technology through the networks established
among them. Thus, in the competitive environment, the country could survive
against her rivals maintaining own innovative capacity.

1 Assist. Prof., Faculty of Economics and Administrative Sciences, Department of
Economics, Erzurum Technical University, Erzurum Turkey, emine.hamamci@er-
zurum.edu.tr
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While NIS emphasizes the overall economic development of the country,
its roots are based on regional dynamics. For this reason, dealing with the
institutions constituting the system and the networks among these institutions
at the regional scale, rather than the national level, increase the potential success
of the system. The success achieved at the local level is eventually reflected on the
entire country and, thus, can lead to an empowered NIS. In that way, it is stated
that regional innovation system (RIS) is a sub-branch of NIS. However, the RIS
strengthens the national development with its attained success on one hand, and
it also determines the position of region in the global world on the other hand.

Today, RIS has become a model for all the regions aiming to achieve a more
competitive, sustainable and stable development. The system bases the devel-
opment potential of the regions on the creation and commercialization of tech-
nological innovation. Nonetheless, the success of the system relies not only on
the universities generating knowledge or companies utilizing this knowledge.
Through a holistic development process, the RIS focuses on all institutional
and cultural elements creating a region and aims to transform these factors into
structures that adopt innovation. Hence it is essential to be aware of the main
components of the system and underlying regional features of these factors.
Otherwise, the RIS could become a source that increases interregional inequal-
ities around the world. In this direction, the research aims to address the RIS,
the role of the system on regional development, and the issues required for a
successful RIS.

The remaining part of this study is designed as two sections. In the first sec-
tion, the NIS and RIS and the relations among them are discussed. In the second
section, the role of the system in regional development and the issues required
for a successful RIS are addressed.

Innovation System from National to Regional

The concept of NIS has been discussed in the literature since the 1980s (Lundvall,
2007) and rapidly put into practice by the developed countries that have adopted
this concept. Nonetheless, the roots of the concept could be linked with Frederich
List, a German intellectual. In his work titled “The National System of Political
Economy”, List (1841) stated that the way for Germany to catch up and pass
Britain, which was the leading country of the time, was to create a strong inno-
vation strategy (Freeman, 1995). According to List, the innovation strategy relies
on the mental capital shaped by means of a successful education system; science
and technology created by this capital and industry sector, in which the created
technology can find a field of application. Suggestions proposed by List not only
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laid the basis for Germany’s catch-up strategy (Johnson et al., 2003) but also cre-
ated the foundation of today’s concept of NIS (Freeman and Soete, 2003).

In the formation of NIS in the form we know today, the pioneer works
are those carried out by Christopher Freeman (1982, 1987) and Bengt-Ake
Lundvall (1985, 1992). Besides that, this concept keeps improving through the
contributions of many researchers.

In his work titled “Technological Infrastructure and International
Competitiveness”, Freeman (1982) mentioned the significance of state’s role in
supporting the technological infrastructure and under which conditions the free
trade would be in favor of the country. According to Freeman, NIS is interaction
network between public and private sector organizations that create, import,
modify, and spread new technologies.

Lundvall improved the concept and treated it as “theory of innovation and
interactive learning” with the work of “Product Innovation and User-Producer
Interaction-1985” and “National Systems of Innovation: Towards a Theory of
Innovation and Interactive Learning-1992”. As explained by Lundvall (1992),
NIS is a system created by the factors and relations interconnected in the process
of creating, spreading and using the new and economically useful knowledge in
a country. Analyzing NIS from a wider perspective, Lundvall has taken all the
economic structure and institutional formations stimulating the innovativeness
into the system.

Richard Nelson is another scholar, who immensely contributed to NIS. In
the work titled “National Innovation Systems: A Competitive Analysis-1993”,
Nelson has analyzed how the implementation of NIS in different countries has
been affected by different institutional structures. The institutional structures
include the higher education system, industrial R&D activities, communica-
tion and transportation infrastructure, monetary policy, financial system, etc.
Accordingly, Nelson (1993) defined NIS as a set of organizations determining
the performance of innovation and the interaction among these organizations.

To place NIS on a wider framework, Charles Edquist, (Systems of
Innovation: Technologies, Institutions and Organizations-1997), has defined it
as a system that not only entailed the economic factors, but also the social and
political factors as well.

As can be understood from the above explanations, there has not yet been
a consensus on the definition of NIS. One of the main underlying reasons is
that this concept keeps on evolving from various aspects such as firm, sector
(Breschi and Malerba, 1997; Cooke et al., 1997), region (Braczyk et al., 1998),
etc. Another salient reason is that could be differed the fundamentals of NIS,
functioning process and encountered problems in the context of developed
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or developing countries. In the pioneering studies on NIS, the focus has pri-
marily been set upon developed economies. However, as this concept started
to be implemented in the entire world, studies have shifted towards developing
economies as well. The studies above illustrated the difference with respect to
the development level of countries in the functioning of NIS (Kitanovic, 2007).
A final reason may be linked with explaining NIS from a narrow or wide per-
spective. From a narrow perspective, NIS focuses on R&D systems producing
advanced technology and science-based innovations. From a wide perspective,
NIS is defined as unifying different types of knowledge and methods that are
all complementary (Imamoglu and Agikgoz, 2012). Accordingly, from a narrow
perspective, NIS entails institutes that are relevant with research and develop-
ment whilst in a wide perspective it refers to the entire economic structure.

Knowledge is the main pillar of NIS. In the system, the process follows the
stages of generating, spreading, and commercializing the knowledge. Main ac-
tors here are the universities that generate knowledge and educate scientists,
as well as the companies investing in and executing new technologies in this
process. The government is a supportive structure that provides an innovative
medium required for coordinating all the actors participating in this system.
Besides that, NIS can be functional only by gathering the support of a wider
base. These institutes constituting the system can be classified into six groups
(cited by Saat¢ioglu, 2005);

- Firms engaged in technological innovation activities,

- Research institutes (public or private nonprofit research institutes, laborato-
ries, patent office, etc.),

- Education system (Universities),

- Supporting and bridge organizations,

- Financial institutes,

- Policy-makers.

System can attain success once different actors above effectively access the
knowledge on innovation and this access is the symbol of knowledge’s poten-
tial for spreading (OECD, 1998). Nonetheless, in order to access this potential
for spreading, it is essential for different institutional structures to have a strong
interactive network.

Taking the national borders into account, NIS examines both the institutions
and the network structure among them. However, analyzing NIS on a national
scale could cause various problems and a perspective based on national scale
could be ineffective in construing technological change. Because, most of the
innovative interactions in the system primarily take place at a regional level
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rather than the national level (Cooke et al., 1997). This is related with the fact
that the spatial distances could diminish the degree of interpersonal inter-
action and these interactions could be best observed at the regional level.
Moreover, the innovative activities in a country mostly demonstrate an unbal-
anced distribution across and mainly focus on the specific regions. In addition
to the economic reasons, the underlying causes for the interregional differ-
ence are historical process, geographical conditions, demographic structure,
sociocultural features, and many other factors. Therefore, it seems to be an
accurate approach to analyze the innovation system at a regional level (cited
by Lenger, 2006).

RIS is an institutional infrastructure supporting the innovation within the
production structure of a region (Asheim and Coenen, 2005). In other words, it
is the compilation of contributions of the firm, university and government to the
innovation process on a regional scale.

Cooke et al. (1997) defined RIS as a collective order based on micro-
constitutional regulation. The collective order bases on the characters of general
associational, cooperative, and trust-dependent These characters make learning
process valuable within the boundaries of a region. Cooke (2005: 3) then has
updated this definition, where regional boundaries stand out, as “interacting
knowledge generation and exploitation subsystems linked to global, national
and other regional systems”

RIS having a normative and descriptive approach underlines the economic
and technological organizations of a region and examines how technological
development takes place within this region. Thus, RIS has been widely adopted
in order to highlight the policies that increase the innovative capacity of regions
(Doloreux and Parto, 2005).

Since the early 1990s, RIS has begun to play a central role in the regional
policy and the focus on NISs has then been directed at a regional level. There are
a range of factors underlying shift of the focus. Firstly, the increased attention on
innovation has affected local level in addition to national level; therefore, regions
have aimed to be more innovative. Secondly, as previously mentioned, it has been
explored that local dynamics better explained the innovation process; and hence,
it was thought that the creation of a unique innovation system to each region
would accelerate the success. Lastly, as of 1970s, traditional regional develop-
ment policies lost their effectiveness, and this has led to seek new approaches.
These new approaches have directed the regions towards policies aiming to
increase their innovative capacity. At the end of all these changes, regions have
started to construct their own RISs in order to be a member of global world, gain
competitive advantage and catch the evolving technology.
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For the last 30 years, RIS has been recognized as one of the most salient strate-
gies of regional economic development. However, RIS has a very long theoretical
background. The roots of the system are supported by many theories ranging
from Marshall’s industrial region concept, economic geography, and innovative
environment approach to NIS (Asheim et al,, 2011). In this regard, RIS is con-
sidered as a sub-branch of the NIS and also bolsters whole national system while
developing its own region.

Similar to NIS, the main actors are also the universities organizing sci-
entific research and the companies commercializing the knowledge on RIS.
Government plays role as a regulatory structure facilitating and supporting
the proper functioning of the system. It is also possible to classify these ac-
tors into supply and demand sides, as well as the intermediaries (TUSIAD,
2003: 150):

— Supply side: research institutions creating knowledge, which mainly belong to
the public sector.

- Demand side: firms or market utilizing scientific and technological output.
The firms usually attain technology through the means of experts, consultants,
intercompany research, and several other ways.

- Intermediaries: innovation support organizations, regulatory agencies, finan-
cial institutions, etc. that act as a bridge between supply and demand sides.

The development of RIS depends on integrating the innovation skills of supply
or demand side with the interactive learning (Lundvall, 1988). In this system, the
relations serve for spreading the knowledge, whereas the interactions serve for
generating and learning new sets of knowledge. To ensure that interactive inno-
vation process takes place in the RIS, it is important for knowledge to be tacit
or codified. The success or effectiveness of the system could differ depending on
the means of attaining tacit knowledge. Tacit or codified knowledge is obtained
from gained experience with production, marketing and distribution processes,
and covers settled and improved behavior patterns over time (Kumral and
Deger, 2005).

The functioning of the system is based on the cooperation and the chain-
linked formed by the local actors. The “chain-linked”, introduced by Kline and
Rosenberg (1986), is a model analyzing both supply push and demand pull in
relation with the scientific knowledge. Chain-linked model enables the agents
to learn through interaction, and to create and share the new knowledge among
them. Therefore, the innovation system exhibits a complex structure (Sternberg,
2007). This chain-linked structure not only encompasses the unique environ-
ment of the region but also entails the environment on a larger macroeconomic
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structure and various infrastructures in this environment. Therefore, with its
complex structure, RIS is expected to operate as an open system. In this sense,
the local actors of RIS (TUSIAD, 2003: 150):

- Interact with similar agents outside the system (International agreements
between university and research centers, international relations among firms,
interregional/international knowledge exchange among technology centers,
exchange programs among educational institutes, etc.).

- Cooperate with different actors outside the system (Contractual researches
that firms sign with external research centers, foreign researcher exchange
programs between firms and education institutes, activities that expand out-
side the regional system of technology transfer institutes, etc.).
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To ensure the success of RIS, the existence of institutions laying the foundation
of system in the region is vital. Primarily, quantity and quality of universities and
research centers in a region plays vital role in creating knowledge (Fritsch and
Slavtchev, 2007). Yet, commercializing the knowledge is as important as creating
it. The system could be fed by the fact that a vast number of firms and other
sectors supporting these firms with forward and backward linkages are located
in the region. In this regard RIS supports sectoral agglomeration economies and
regional clustering. Via spatial proximity, these clusters offer a favorable founda-
tion for interactive learning (Andersson and Karlsson, 2006). Firms, competing
with each other, but cooperating, could share knowledge and allow the knowl-
edge to spread with clustering. Hence, in regional cluster, a range of externali-
ties from labor pool to knowledge pool emerge, and the RIS becomes stronger.
However, the most significant issue in the RIS is that relations between system
actors are in the nature of the network structure (TUSIAD, 2003). Creating this
type of a network is not feasible merely through economic structure of a region.
Furthermore, it depends on all the socio-institutional and cultural characteris-
tics of the region. For such reasons, the regions need to achieve total economic
development in order to create an accomplished innovation system.

Regional Innovation System as a Strategy
in Regional Development

The regional development, which is a consequence of the industrial society, is
discussed as three periods. The first period corresponds to the period between
World War II and 1970s, in which the traditional approach played role. In
the traditional regional development policies, there was a system, which was
directed by a central institution referring to top-down decision-making process.
In this system, it was aimed to eliminate the developmental differences between
the regions by focusing on the underdeveloped regions and, thus, a balanced
development approach was put in practice. However, “those policies fell short
in adapting to the new conditions brought by the globalization and large eco-
nomic supports fairly allocated by the government to many regions couldn’t
yield the desired results... Thus, the long-term benefits of the state aids started to
be questioned” (Kumral, 2008: 5-6).

Because of the economic crises experienced in the 1970s, the state aids started
to be questioned more severely and it caused the space to enter into a restruc-
turing process. Thus, a new period, not the regions relying on the state aid but
those putting their own potential into practice gain the success, has started. It
was a transition period and the foundations of today’s regional development
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policies have been laid in that period. In 1990s, the new regional development
approach created by the information society, which has lasted until today, has
been initiated.

In the new period, it could be clearly seen that the importance of the concept
“region” has significantly increased in both theory and policy implementations.
In this organization, an understanding that is exactly opposite to the traditional
approach is in practice and, rather than the top-down decisions, a system
functioning from bottom-up and utilizing the limited sources more efficiently
is constructed. Thus, considering the regions’ own potentials — necessities,
weaknesses, and strengths — are given priority and the fields, in which the region
will specialize, is determined based on the comparative advantages. Moreover,
by placing the “competition” perception at the core of system, the competition of
the region with both other regions within the country and those in other coun-
tries is stimulated and it is aimed to achieve the instruments needed for this
purpose. At this point, “the concepts of new era such as information, capacity
of creating knowledge, and innovative capacity come to the forefront and they
are accepted as the fundamental components making a region more attractive
within the global competition” (Ozer, 2008: 393). In the new system, another
important point is the success of local actors. These actors are the provincial
organization of the central authority, municipalities, NGOs, universities, cham-
bers of commerce and industry, development agencies, firms, etc. The corporate
infrastructure of local actors and the cooperation between these actors have pos-
itive effects on the competitive capacity.

In sum, it can be stated that the regional policies brought by the new world
order are based on an understanding having characteristics specific to the space
and yielding the regions competitive advantage by prioritizing the local actors.
The key factor yielding the competitive advantage is the innovation. For this
reason, both the academic society and the policy-makers develop and imple-
ment new models/ideas explaining the relationship between innovation and
regional development. Some of these models are new industrial districts, inno-
vative environment, learning regions, and RISs.

These models have different names but the same objective, which is to grow
the regions with their own sources and capacities and to make them strategic ac-
tors in the world. Moreover, emphasizing a system consisting of the interaction
between different actors, these models aimed to have the dynamics of industry
and technology to be better understood (Lenger, 2006).

Among these models highlighting the system, the RIS aims to mobilize the
region-specific sources and to maintain the process in cooperation with the local
actors.
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As stated before, RIS has been introduced in the 1990s for the first time. In
the course of time, it became one of the main development strategies of the re-
gions aiming to achieve regional competitive advantage, ensure corporate devel-
opment, make use of technologic advancement by improving the innovation
capacity, and intensify the regional cooperation. In Fig. 2, the role of RIS in the
regional development is illustrated.

According to Fig. 2, the regions create innovation by integrating their tech-
nical capacities, entrepreneurial spirit, and industrial culture, and then the
innovations yield regional competitive advantage. Thus, by ensuring the sustain-
able development of the region in the long—term, it would be possible to provide
the residents with stable job opportunities and higher life standards.

Nowadays, the importance of RIS for the regional development is unquestion-
able. However, RIS that is very important for the regional development might also
cause an increase in regional inequalities. If the regions have difficulties or delay
in establishing their own innovation system, they would be defeated by their rivals
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in global competition. For this reason, it is very important to successfully under-
stand the system, to meet the necessary conditions of the system because this
system incorporates not only the economic components but also social, historical,
corporate ones, etc. First of all, the innovation system established by a region is
primarily specific to that region. For this reason, RIS has different characteristics.
These characteristics might be listed as follows (Dokmen, 2009: 52-53)

RIS varies depending on the spatial components. The geographical, historical,
economic, and sociocultural factors play a role in this differentiation. For
instance; from the economic aspect, the regions focus on different industries
according to the comparative advantages. For this reason, the innovation sys-
tems established and needed by the regions differ. Even the regions having the
same industry may have specific routines, norms, and traditions and, thus, the
RISs may differ among the regions.

RIS considers the activities of innovative actors of the region in the network
structure and this network lays the foundation of the system. The network
structure incorporates firms, research and technology institutions, innovation
support units, venture capital companies, and local/central administrations.
The institutional and cultural structure of the region determines the network
structure.

The tacit knowledge is important for the emergence of the interactive innovation
process in the RISs. The faster and more effective the local actors access the
tacit knowledge, the more successful the system is.

The RISs put the innovation on the basis of evolutional development.

According to the evolutional approach, the RIS consists of five components.
Doloreux (2002: 252) lists these components as follows;

Processes of change are determined by unstable conditions in markets as well
as institutional and organizational configurations within economies.
Externalities and spatial agglomeration factors play an important role in the
process of change.

Innovation is a significant factor in overall economic performance.
Institutions set up norms, rules and conventions.

Learning, creation, access, process, and diffusion are seen as fundamental
socio-economic imperatives in the system.

RIS consists of subsystems that are in interaction with each other. These systems
are knowledge generation and diffusion subsystem, knowledge application and
exploitation subsystem and regional policy subsystem (Cooke et al., 2007: 55).
These systems and their components are presented in Fig. 3.
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Fig. 3: Interactive Subsystems of Regional Innovation System
Source: Cooke et al., 2007: 55

Knowledge generation and diffusion subsystem lays the foundation of informa-
tion infrastructure and is the first step to RIS. The most important objective of
this subsystem is to trigger and support the enterprises creating the innovation.
This system consists of public research institutions, education institutions, and
technology intermediaries. The institutions create and diffuse both coded and
tacit technological knowledge (Autio, 1998).

Among these institutions, the education institutions and especially the uni-
versities play a special role because these institutions both create the informa-
tion and educate the labor that will produce knowledge. Thus, they provide
the human source that the other institutions necessitate. However, as well as
the presence of education and research institutions in the region, their quality
is also very important. At this point, the education institutions’ capacity and
understanding of being informed of general conjuncture in the world signifi-
cantly influences the success of system. Another important factor influencing
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the success is the other actors’ outlook on the research institutions. For instance;
“the firms may sometimes not see these supply-side institutions to be insuffi-
cient in terms of expertise, knowledge, and support; the relationships between
the institutions cannot turn into permanent cooperation because of the lack of
confidence” (cited by Aydogan, 2011). In fact, it is a problem arising from the
lack of social capital and it prevents the institutions from interacting with each
other. Another important point is the local society’s outlook on the science. The
innovative perspective would exactly be positively influenced if the local peoples
appreciate and internalize the science. This perspective depends on the insti-
tutional and cultural characteristics of the region. For this reason, if the tech-
nologic innovation is combined with the appropriate institutional and cultural
structure, then a holistic development process may be achieved (Kee, 2009).

Knowledge application and exploitation subsystem incorporates firms, firms’
clients, suppliers, rivals, and partners. In this system, there are commercial activ-
ities inclining to aggregate (Autio, 1998).

The key actors of this subsystem are the firms. For this reason, the outlook
of firms on the innovation influences the proper functioning of both this sub-
system and whole RIS. The firm may produce innovation by means of its own
departments but also outsource it as well.

The factors influencing the outlook of firms on the innovation can be classi-
fied into three groups (Dogan and Albeni, 2015: 289-292):

- Entrepreneur-Oriented Determinants: Entrepreneur’s age, educational status,
gender, human capital, belief in innovation, risk-taking capacity, openness
to change, personal specialty, experience, personal learning and knowledge,
values, creativeness, and character type.

- Firm-Oriented Determinants: Parameters such as the firm’s year of estab-
lishment, age, activity period, scale, and regional economic performance.
Moreover, the structural complexity, previous innovations, rival orientation,
and customer orientation are also classified into this group.

- Environment-Oriented Determinants: The rapid environmental change, the
uncertainty arising from this change, and gradually increasing competition
are considered within this context.

As listed above, there are many factors influencing the outlook of the firm on
the innovation. These factors range between personal characteristics of entrepre-
neur and firm’s quality to the regional and national conditions and international
economic relations. In such a complex structure, it is not possible to determine
the key common characteristics of innovative firms and to classify the firms as
innovative and non-innovative. The important point here is to show the firms
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the potential advantages of innovation. In other words, it is important to provide
them with the culture of innovation.

The most important factor influencing the success of knowledge applica-
tion and exploitation subsystem is the intensity of network structure among the
firms. This intensity is significantly influenced by the clustering. The cluster can
be defined as a group consisting of firms and relevant institutions that are geo-
graphically close and linked to each other and have common and complemen-
tary characteristics (Porter 2000).

The firms trigger the clustering by gathering the forward and backward
linkages, suppliers, rivals, and partners in the same location. The cluster formed
will then establish a relationship with other industries, research institutions,
etc. by progressing the process. The clustering provides the region with knowl-
edge and labor pools. Thus, an economic network incorporating rivals in coop-
eration with each other may be achieved. However, the establishment of such
relationship network is based primarily on the physical capital of region and
then on the individuals with entrepreneurial spirit. Moreover, other charac-
teristics (geographical, historical, corporate, demographical, etc.) establishing
the region’s comparative advantage also influence the regions economic struc-
ture. For this reason, the commercialization of knowledge requires the regions
to turn their disadvantage into advantage and attract the companies to their
region.

Regional policy subsystem refers to ensuring the interaction between firms and
institutions, increasing the learning capacity of the region, and mobilizing the
internal potential of the region (Dékmen, 2009).

This subsystem consists of political institutions and regional development
agencies. The political institutions refer to the central and local administrations
and all the other local actors affecting the innovative perspective and cooperation.

In the RISs, the main responsibilities of the central administration and its
local organization can be listed as follows;

- Integrating the RISs with the NIS,

- Supporting the innovative actors constituting the system,

- Encouraging the network structure between the actors in the system,

- Encouraging the regional leadership rather than controlling the innovation
process in the region,

- Playing entrepreneurial and accelerating role in the innovation process,

- Acting in close cooperation with private sector and other actors in the region.

The central administration plays a supra-regional role for the RIS and it eases the
functioning of system. However, the local administration plays a central role in
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RIS. The local administrations are the actors shaping the policies by considering
the spatial differences and based on the spatial dynamics. They play important
role especially in the mobilization of internal dynamics of the region and the
implementation of clustering strategies together with the innovation policies
(Dokmen, 2009). To what extent the local administrations play role in the system
depends on the administrative structure of the country.

These subsystems integrate with each other and constitute the RIS. However,
RIS is an open system. For this reason, it depends on and incorporates the NIS,
other regional systems in the country and other countries, and international or-
ganizations (Cooke et al., 2007).

The RIS depends on the interaction between knowledge generation and diffu-
sion subsystem and knowledge application and exploitation subsystem and the
one using and benefiting from them establish different relationships with each
other and within themselves depending on the knowledge spillover, source and
human capital flows. These relationships are related to the socio-institutional
structure (Dokmen, 2009).

The socio-institutional structure establishes the cooperation required for new
technologies and changes together with the new technology developed. Fig. 4
illustrates the relationship between technologic change and socio-corporate
structure.

The present socio-institutional structure may resist to the change because
of the lasting inertia and it delays the adaptation to the new conditions (Perez,
2004). However, the new technological potential both creates new paradigms and
applies economic and social pressure for the change in old socio-institutional
structure. Thus, in addition to the emergence of a new socio-institutional struc-
ture, also the economy grows up. However, the completion of the change is
a very difficult process because of the factors laying the foundation of socio-
institutional structure.

The socio-institutional structure consists of written documents such as law,
codes, regulations, and statutes and the unwritten documents such as region’s
behavior patterns, routines, cooperation culture, attitude towards innovation
and technology, etc. (Trippl, 2006). If the socio-institutional structure is seen
as an iceberg, then the legal regulations constitute the visible part. The real
structure, which is the informal values, is the philosophy of the region. The
factors influencing this philosophy are the geographical, demographical, his-
torical, cultural, religious, and all other aspects. In sum, all the characteristics
of a region from past to future referring to their evolutional heritage affect the
socio-institutional structure. In other words, it is affected by all the characteris-
tics carried from its own path. And, this structure shapes the innovation system
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of the region. For this reason, it is not possible to establish a common model
or factor set that will ensure the success of RIS for all the regions. However,
by comparing the RISs, the differences and similarities can be detected and a
typology can be achieved in this parallel. Doloreux (2002) listed five typologies
in his work.
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Fig. 4: The Process of Creative Destruction in Long-Wave Transitions
Source: Perez, 2004: 237

As seen above, there are different region types in the world and different inno-
vation systems consisting of the regions. Besides that, it can be seen that RIS
ensures success in regions creating a collective order with the characteristics of
general associational, cooperative, and trust-dependent. The main factor that will
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Tab. 1: Five Typologies Addressing Differences Between RSI

Typologies  Categories

Regional Region with strong capacity: The regions having a strong structure

potential with universities, research institutions, and technology and innovation
institutions for technology and innovation.
Region with medium capacity: The regions that have the institutions
aiming the innovation but also have weaknesses in terms of innovation
support organizations.
Region with low capacity: The regions, in which the cooperation between
university and industry cannot be achieved and the organizational
interaction does not occur.

Level of Top-down perspective: The BIS that is compatible with the national

regional innovation system and corresponds to its smaller form. For this reason, it

integration  is not specific to any region and it completely reflects the national system.
Bottom-up perspective: The BIS that has region-specific characteristics
and relations. Thus, it is specific to the region.

Social Regionalized national innovation system: The BIS, in which the

cohesion production structure and corporate infrastructure have been established
in the region but which is not a part of NIS from the functional aspect.
Territorially embedded innovation system: The BIS, in which the
production structure and corporate infrastructure have been internalized
in the region.

Governance Grassroots: The region, in which the technology transfer is locally

modes of encouraged.

technology  Network: The region, which makes the technology transfer available at

transfer different spatial levels (local, regional, national, and global).
Dirigiste: The region, in which the technology transfer is performed
outside and top of the region by the central administration.

Regional Organizational thinness RSI: The region, in which there is no actor to

barriers provide the collective learning.

Fragmented RSI: The region, in which there is the lack of local
cooperation and mutual trust between the actors.

Lock-in RSI: The region that is an old industrial zone, in which the old-
fashioned technologies are dominant.

Source: Doloreux, 2002: 256-258.

establish the collective order is the people living in the region. The society has to
create dynamism in a collective order. At this point, by investing in the physical,
human and social capital of the region, they should enrich their heritage from
history in this time, and thus build the future on a more solid structure.
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Conclusion

In the last three decades, the fundamental dynamics of regional development
understanding have changed greatly, and in the meantime, by emphasizing on
global competition, an innovative perspective based on the information society
has come to the fore. In this perspective, the concepts of new era such as infor-
mation, capacity of creating knowledge, and innovative capacity come to the
forefront and they are accepted as the fundamental components making a region
more attractive within the global competition. In the period when innovation
is seen as the basis of development, many models have emerged to explain the
relationship between innovation and regional development. One of these models
is the RIS.

RIS is an institutional infrastructure supporting the innovation within the
production structure of a region. Based on the cooperation of all actors in the
region, RIS mobilizes the existing resources of the region. In addition, the system
supports regional clustering, and explores how technological innovation takes
place within this cluster. However, RIS does not rely solely on technological
innovation, but also on institutional and cultural innovation. In this respect, the
RIS reveals a total economic development and bolsters itself with this economic
development.

Although RIS is one of the main development strategies of the regions today,
this strategy does not have a common model or factor set that will ensure the
success of it for all the regions. The main underlying reasons is that RIS varies
depending on the spatial components. RIS includes all socio-institutional and
cultural characteristics in the region and is influenced by them. These charac-
teristics have emerged with a long historical past and reflect the evolutionary
heritage of the region.

Evolutionary heritage can now lead to an increase regional inequalities by
giving advantage to some regions to establish a successful RIS. However, this
is not a reason for disadvantaged regions to give up. These regions should now
enrich what carried from the past in order to create a successful RIS and increase
their competitiveness. Thus, instead of leaving their future to chance, regions will
build it on the structure laid the foundations of today.
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Chapter 5 The Process of Regional
Development in Turkey and the Interaction of
Non-governmental Organizations

Introduction

In the European Union (EU), national qualities and policies are regarded as
impulsive powers of development. Since the very beginning of regional policies,
equal development of all regions has been one of the essential statements of all
the EU policies; however, the disparities between regions in a state were and
even now are more than national disparities. “During the last decade of the 20th
century, widespread concern was expressed about an integrative role of regional
policy and planning in furthering the economic, social, and political coherence
of Europe” (Balchin, Sykora, & Bull, 1999, s. 1). For instance, The Organization
for Economic Co-operation and Development (OECD) regions, in terms of
noticeable disparities in economic performance like incomes, employment rate,
productivity, comparative advantages, levels of development, or public policies,
show more disparities than that of OECD states (Keskin & Sungur, 2010, s. 274).
Thus, one objective has always been on the agenda: developing underdevel-
oped regions even in the developed Member States. These regional disparities,
unemployment, and lack of infrastructure required new policies. Rather than a
centralized one, states focused on more efficient regional systems to be able to
change the living standards in poor and disadvantaged regions and to improve
developing and developed regions more.

When Turkey realized the relation between regional development and devel-
opment of a country, it initiated regional development plans. Still, the term
“region” mostly meant geographical diversities rather than economic or social
ones. “Seven regions were created in the 1940s. They have neither an adminis-
trative status nor an institutional structure. Therefore, the regional level did not
have political reality” (Bafoil & Kaya, 2009). Regional policies supported dif-
ferent plans for each region. However, as the regions were divided according to
their geographical similarities, which seemed irrelevant from time to time, it
was hard to identify the exact needs of a specific region. A process started as a
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geographical terms shaped regional planning and development in the national
plans. This framework that prioritized the underdeveloped and emerging re-
gions affected the whole economic and political process in Turkey.

Regional Development did not have a separate part in Development Plans
till 1963; it was only used as means of development of the country as Turkey
needed to focus on establishing a new country and making eligible to be able
to compete with other countries. Therefore, the main objective of the planning
caused regional disparities and industrialization and social service industry was
depended on some cities (Keskin & Sungur, 2010, s. 282).

With development plans, Turkey prepared a paper reporting benefits and
harms to analyze processes and to improve new ones. From the traditional point
to the modern regional development perception, Turkey had eight Five-Year
Development Plans (1963-2005) and two Development Plans, which will be
referred as Development Plans in general. These plans play an essential role to
explore the aim of Turkey both on national and international levels. According to
State Planning Organization (SPO), pre-1960 plans followed statist policy while
1960-1980 plans followed mixed capitalism plans and 1980-2000 plans followed
liberalist and strategic policies. “The important substitution policies” that had
been critical in industrialization before 1980 replaced with “open economy” after
1980 (Devlet Planlama Tegkilat1). The aim was to reduce the burden of the devel-
oped and developing cities and move industrialization and goods and services
to every region. In this study, it is possible to see the Development Plans and
regional development policies of Turkey as the changes in time are visible via
Development Plans.

The EU-Turkey relations have changed the concept of regions. Contrary to
traditional regionalization in Turkey, a new way was drawn by the EU policies
in order to specify the needs of less favored regions. After the Helsinki Summit
of 1999, a pre-accession strategy for Turkey was prepared and regional develop-
ment was part of it. This connection aimed:

o Strengthening the political dialogue, with a particular focus on human rights
issues, and involving Turkey in Community positions and activities under
the CFSP;

« Coordinating all sources of EU financial assistance in the run-up to accession
within a single instrument;

o Providing for Turkey’s full participation in Community programs and
agencies;

o Adopting an accession partnership, linked to a national program for the
adoption of the acquis;



Regional Development and Ngos - The Process in Turkey 95

« Establishing mechanisms similar to those in the Europe Agreements for mon-
itoring the implementation of the accession partnership, and starting with
Turkey a process of analyzing the acquis with a view to harmonizing legisla-
tion and practices (EUR-Lex, 2005).

The importance of non-governmental organizations (NGOs) has changed with
the EU legislation. The EU has focused on deepening and widening with the
help of subsidiarity principle since the Maastricht Treaty. The more local author-
ities got involved the more the decision-making process evolved in the EU. Thus,
NGOs gained importance in order to develop decentralized policy of develop-
ment. The subsidiary and transparency policies developed relations with civil
societies, and the EU aimed to become an institution not only served by central-
ized institutions but also shaped by volunteered and eager citizens.

The model of economic process had to change and so did the priorities. As
poverty and social inclusion became problematic within the EU, the impor-
tance of NGOs was indicated and NGOs were considered to be one of the
best actors to deal with the problems. Still, with financial problems, migration,
poverty and populist problems the EU needs NGOs more than before. With
respect to this understanding, Turkey started indicating the importance of civil
society groups and NGOs in Turkey, even in its official statements. However,
the improvement of the civil dialogue with NGOs has been harder than the EU
process.

This study aims to show the interaction and support of NGOs in regional
development process and to analyze the process Turkey has had since the first
planned development period. This study focuses on “Regional Policies in the EU”
as it is important to understand the structure of the regional policies to be able to
analyze the present situation and the expectations of the EU. As the policies for
the candidate and potential candidate countries are based on the internal poli-
cies of the EU, this chapter clarifies the historical background and financial aid
instruments of the EU. The study also shows “Regional Development in Turkey”
with its National Development Plans and the EU financial aids in Turkey. The
development of regional policies and the role of NGOs in the national plans
will reflect the potential movements of Turkey in the future. Also, it clarifies
the similarities or differences between the EU and Turkey. Lastly, the study will
try to clarify “NGOs and their roles in Turkey” to focus on NGOs and their
development in Turkey. Values and the concept of the NGOs in both Turkey and
the EU are clarified to analyze the interaction of the NGOs in regional devel-
opment. It is also essential to analyze relations between the governmental and
non-governmental organizations in Turkey.



96 1dil Giilnihal Yazici

Regional Policies in European Union

Having considered the reason of its foundation, the EU is mainly an economy-
based institution and therefore, regional and social concerns were mostly on the
regions of coal and steel trade. The purpose was “reducing the differences ex-
isting between the various regions and the backwardness of the less favored re-
gions” (Manzella & Mendez, 2009, s. 5). It was not a supranational attempt but
a national one as the Member States were still the one and only authority. The
most important aim was to support Member States and their budget to overcome
industrialization and infrastructural problems. The focus has changed with the
enlargement policies and policies for miscellaneous fields were considered vital
to be able to deepen and develop in harmony.

Factors like topographic structures of the regions, the distribution of resources,
climate differences, domestic and foreign market distances, and properties create
regional differences between the Member States. These differences cause inequal-
ities among the regions in terms of welfare levels and the regional policies address
these disparities to create a better and united EU. Therefore, the European Union
has focused on building a stronger financial structure for two main reasons. The
very first one was to compete with other strong economies in the world and also, to
prevent disparities between Member States and even regions in the same country.
Creating a common policy in order to balance regional inequalities has been a
major purpose. As the European Commission states it, the purpose of EU regional
policy is to reduce the significant economic, social, and territorial disparities that
still exist between Europe’s regions (European Commission, 2009). Disparities
between Member States are inevitable, so since the establishment of the commu-
nity EU’s policy has been organized in the communication and decision-making
process together with regional partners as well as the Member States. It works to
bring out the best option in every region, to make all regions more competitive, and
to create more and better jobs. There are three main objectives of EU considering
regional development. These are to promote structural adjustment and growth in
regions underdeveloped in developing; to promote economic and social transi-
tion in the areas facing structural difficulties; and to support modernization and
harmonization of education and employment policies (Kahraman, 2008, s. 1732).

Historical Development of Regional Policies in European Union
Treaty of Rome

The Treaty of Rome contains different agreements that are regarded as the
founders of European community. Their aim is to reduce regional disparities
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and backwardness of the less favored regions and to support harmonious devel-
opment (Manzella & Mendez, 2009, s. 5). Policy setting, the regulation of the
markets, setting up organizations and rules to construct were on the leading
agenda; however, the main focus was not actually regional development. Besides,
“it was the purposeful activities of representatives of national governments”
(Sweet, Sandholtz, & Fligstein, 2001, s. 29). Hence, the regional policy is not
a direct address; it is mentioned through sectorial policies like agriculture,
transport, and state aid. “Despite the recognition of the existence of a “regional
issue” in all European countries at the Messina convention of 1955, ..., atten-
tion to regional policy in the Treaty of Rome of 1957 was minimal” (Manzella &
Mendez, 2009, s. 5-6).

Regional policy was regarded as a sensitive issue as it was questioning the sol-
idarity of the community members and balance of powers between the European
countries by building new institutions. Also, economic tradition supported by
the Member states supported the idea of regional policies at national level rather
than supranational one. Moreover, the foundation of World Bank and great ex-
pectations about the capacity of Public Investment Banks prevented develop-
ment of a separate regional policy. Also, the European Investment Bank (EIB)
was designed as an intergovernmental body, owned, and governed by the
Member States which was indeed promoted to build regional policies. “Regional
policy forms an integral part of the system of internal balances on what the State
is based” (qtd. in Manzella & Mendez, 2009, s. 5).

The decisions made in the Treaty were not sufficient to support the regional
development in Community. As it was an inevitable fact, in December
1961, “Conference on Regional Economies” was organized and the national
administrators with responsibilities in the area and experts in the field partici-
pated in the conference. Starting with this conference reflection on the regional
policy increased. It was 1964, when the work was, officially, recognized at the
institutional level in the Community’s First Medium-Term Economic Policy
Programme. “The creation of a comprehensive regional policy and the coordi-
nation of national initiatives on the basis of regional development programmes”
were among the main indicators (qtd. in Manzella & Mendez, 2009, s. 6)

Paris Summit

During the Paris Summit of 1972, the common regional policy was shaped. The
Heads of the Government of the European Community decided to make direct con-
tribution to regional development to reduce imbalances between regions (European
Documentation, 1975, s. 7). In the Summit, the status quo was stated. For all
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nations, “hopes for detente and cooperation were emerging” and many developing
countries were aware that “the gap widening between them and the industrialized
nations, were legitimately claiming increased aid and a more equitable utilization
of wealth” (European Community, 1972, s. 15). The Member States were aware that
the Community needed new obligations and widening the capabilities of European
institutions was essential. The Economic and Monetary Union was essential to
build up a stronger Community, which would guarantee “stability and growth” and
supply “remedy for regional disparities”. In order to find Community solution for
regional development developing countries volunteered, “to raise their efforts in aid
for and cooperation with the poorest nations” (European Community, 1972).
Here is the decision taken in behalf of regional development policy:

o The Heads of State and Government give top priority to correcting the struc-
tural and regional imbalances in the Community, which could hinder the
achievement of the Economic and Monetary Union.

o The Heads of State and Government invite the Commission to prepare as
soon as possible a report analyzing the regional problems of the enlarged
Community and offering suitable proposals.

o Desiring to apply their efforts to a Community solution of regional problems,
they ask the Community Institutions to set up a “Regional Development Fund”
to be operative by 31 December 1973 (European Community, 1972, s. 15)

Even though there was structural development in regional policies, there seemed
to be supervisory mechanism in economy (Karaarslan, 2008, s. 8). Europe had
to identify itself with the concerted and better controlled pursuit of the common
good with economic resources being reoriented towards the collective interest, a
reduction in regional and social inequalities, decentralization and participation
in decision making (Karaarslan, 2008, s. 12). Regional policy required a common
action and it was definitely more than “a mere compensatory tool for integration
spillovers” (Manzella & Mendez, 2009, s. 9). It was important to identify the
citizens of Europe and the gravity of the process. The foundation of Regional
Development Fund showed that both internal and external actions of the EU were
to develop a cooperation, trust, and identification. With the new economies and
changes in the world, Europe needed to place itself in a safer place. In addition,
to accomplish the main purpose of the Union regional policy was a crucial point.

Single European Act

The European Economic Community (EEC) stated the importance of regional
policy and cooperation. However, it was the founding treaty and the problems
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and objectives of the Treaty were mostly based on the structure of the EEC and
the status quo after World War II. Resolution of the founding problems and insti-
tutionalization were the major points. Even though it was a weak statement, the
importance of regional cooperation and common policies were stated as well.
In the following years, European Regional Development policies and the Fund
were mostly based on the national basis and it went on like this till the Single
European Act (SEA). It is the most concrete step in terms of harmonization
and institutionalization after the Treaty of Rome. It is expanded and amended
version of the Treaty.

SEA articulated institutions, their relations to one another, their role, and
the goals and objectives of policies. The institutions mentioned in the SEA were
European Commission, Council of Ministers, the European Parliament, and
the Court of Justice. As the amending act of the Rome Treaty, SEA suggested,
“the Council shall, acting on a proposal from the Commission, in co-operation
with the European Parliament and after consulting the Economic and Social
Committee” (Single European Act, 1986, s. 5).

Other than the changing role of institutions and the Member States, there
were two prominent points. One of them was the revitalization of regional
policy with the support of cohesion policy, which was also stated with the
common market. The complete edition of common market introduced rela-
tions to cohesion policy. Article 130b emphasized that the implementation of
common policies, including internal market, shall take into account the object-
ives of social and economic cohesion. Importantly, the article referred to the
necessity to “redress regional imbalances” through regions “participating in
economic development” and undergoing “structural adjustment” (Hiibner,
2005, 5. 2)

An important process for single market that aimed to create a market
between developed and less favored regions started with the SEA. That policy
aimed to refer fixed policies between members avoiding national protection of
the goods and products in Europe. SEA clarified regional disparities and states
that the Commission could take into account the extent of the effort that cer-
tain economies showing differences in development will have to sustain during
the period of establishment of the internal market and it may propose appro-
priate provisions (Single European Act, 1986, s. 10). In order to build a strong
regional policy, cooperation and dialogues between states are important and
necessary. Therefore, the Member States, with the help of the SEA, saw the
changing and developing points of the EU and its policies not only in regional
aspects but also in environmental, technological, and economic development
policies.
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Reforms of the Structural Funds

The 1980s were sensitive of economic and social development. The financial
agreements of 1988-1993 represented the situation of the Member States and
the EU and clarified sources used for increasing the budget for structural op-
erations. The Reforms of the Structural Funds (RSF) introduced national and
subnational governments and various interest groups coming together to design
and to develop regional policies.

The 1988 reform represents objectives of European Structural Fund (ESF).
The implementation of the ESF was based on concentration, operational pro-
gramming, and the role of partnership and operational programs provided
information about how to apply for the structural policies and how to achieve
operational values and instruments. Cohesion policy was regarded as a long-
term process based on continuity and reinforcement. Concentration stated the
objectives of different areas such as lagging regions, industrial areas, and rural
development and partnership clarified the importance of cooperation, as it has
been important to know the region in order to avoid training or employment
problems. As regional and local actors are familiar with the area, they can provide
effective support and assistance. Lastly, the EU expenditure is not a substituted
expense of national expenditure: the expenditure is like back up for the state that
helps developing.

The Maastricht Treaty

In terms of structural and cohesion policies and institutional construction, it
was one of the substantial treaties. The Treaty extended the economic and social
cohesion and strengthened institutions such as the European Parliament. It was
for the first time the Cohesion Fund was introduced in Article 129c¢ to help in-
frastructural investments of poorer states (Maastricht Treaty, 1992, s. 32). The
Maastricht Treaty also established Economic and Monetary Union with extended
policies and common market policy. In addition to this, six new policies were es-
tablished in the Treaty: consumer policy, industrial policy, trans-European net-
work, education, youth, and culture. These policies included both internal and
foreign policies of EU.

The main statement of regional policies is in Article 130 c. “The European
Regional Development Fund is intended to help to redress the main regional
imbalances in the Community through participation in the development and
structural adjustment of regions whose development is lagging behind and in the
conversion of declining industrial regions” (Maastricht Treaty, 1992, s. 34; Single
European Act, 1986). Stating the substantiality of structural and cohesion funds,
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the Treaty showed once more the importance of cooperation within funds, re-
gions, and nations.

Treaty of Lisbon

“With respect to values, the Treaty begins with an explicit commitment to human
dignity, freedom, democracy, equality, the rule of law and the respect for human
rights” (Wilson, 2011, s. 1). The interaction of the EU with other institutions
in the world and the significance of human rights are stated with these values.
These values also refer to the EU’s foreign policy as well as internal policies. The
substantial point of development and cooperation, once again, is emphasized in
a EU Treaty with amending and expanding parts. The Treaty of Lisbon presents
more democratic and transparent EU by equalizing national and regional levels,
and their rights in EU. The term subsidiarity presented in the Treaty gives a
member state to act at national level unless it is essential to execute in the EU
level. This creates local and regional autonomy in the EU, helping develop more
qualified development policies and change the perception of region.

In terms of regional development, first noticeable point is the territorial cohe-
sion. Although the definition of the term is not given, the Treaty states that the
EU “shall promote economic, social, and territorial cohesion, and solidarity
among Member States” Accordingly, Title XVII of Part Four of the Treaty on
the Functioning of the European Union is now devoted to “economic, social and
territorial cohesion”, with Articles 174-178 on Regional Policies and Structural
Funds replacing former Articles 158-162 “TEC” (Wilson, 2011, s. 5).

Regional development policies throughout the world are stated in the Treaty.
Different regions (continents) stated with their own characteristics and the
importance of cooperation once again mentioned. The reduction of regional dis-
parities is clarified once again. There are three important points stated in terms
of regional policy in the Lisbon Treaty: “The Structural and Cohesion Funds
are the main instruments the EU has to increase growth-enhancing investment.
Second, embedded in the management system of European regional policy is the
concept of ownership. Third, European regional policy is based on a strategic
approach” (Hiibner, 2005, s. 3-4). Another amending policy is the limitation of
regional policy funds. In the Lisbon Treaty, the framework changes as:

Among the regions concerned, particular importance shall be paid to rural
areas, areas affected by industrial transition and regions which suffer from severe
and permanent natural or demographic handicaps such as the northernmost re-
gions with very low population density and island, cross-border and mountain
region (Wilson, 2011, s. 7).
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This means the cohesion fund and other regional development funds are no
more just for the poorer countries but it is possible for any region that is in need
of development. The Lisbon Treaty, in general, provides economic growth and
competitiveness, workforce development, increasing personal representation,
creating better policies, health care and educational progress, and a big opportu-
nity to develop institutions for better development policies.

Starting with the Treaty of Rome of 1957, EU designed and introduced devel-
opment policies. Each treaty and plan improved European funds. In 2007-2013
plans, Cohesion Policy is reported as “a new partnership for cohesion: conver-
gence, competitiveness, and cooperation” that supported partnership between
Member States, regional competitiveness and employment, and territorial devel-
opment supporting harmonious and balanced development. The EU regional
policy has objectives to work on five key areas:

o investing in people by supporting access to employment, education and social
inclusion opportunities

o supporting the development of small and medium size businesses

o strengthening research & innovation through investment and
research-related jobs

« improving the environment through major investment projects

« modernising transport and energy production to fight against climate change,
with a focus on renewable energy and innovative transport infrastructure
(European Union).

After Lisbon Strategy had ended, Europe 2020 was prepared to cope with eco-
nomic crisis, unemployment, social exclusion and poverty. To find solutions to
the well-known problems of the EU and to compete with the leaders in the world,
the EU once again tried to state the problematic areas and implement different
strategies. As the regional balances kept changing, especially with enlargement
policies, and demographic changes, inclusion, environmental issues, employ-
ment and competition became major problems. Therefore, it included regional
development policies with smart, sustainable and inclusive growth goals (Yazici,
2018, s. 444).

Regional Development in Turkey
The Development Plans of Turkey

From traditional point to the modern perception of regional development,
Turkey had ten development plans. These ten Development Plans play essential
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role to explore the aim of the country both on national and international levels
by examining the development plan of the country from different perspectives.

When Turkey was introduced into planned development period in 1963, with
the first Five-Years Development Plan, it required developing different project in
the long term, for at least fifteen years further, in order to state the goals and the
initials (Republic of Turkey Prime Ministry State Planning Organization-SPO). It
is possible to see development progress from different angles including regional
planning and regional development. According to DPT, pre-1960 plans followed
statist policy while 1960-1980 plans followed mixed capitalism plans and 1980-
2000 plans followed liberalist and strategic policies. “The important substitution
policies” that had been critical in industrialization before 1980 replaced with
“open economy” after 1980 (T.C. Bagbakanlik Devlet Planlama Tegkilati, 1963).
Here are the aims of the each year, before starting to point regional planning and
development process.

When historical background of regional development is examined in Turkey,
it is possible to see that there are several different development methods and
processes; each is generated by a strong centralized management unit. In the
development plans, on one hand, functionality in regional growth and elimi-
nating disparities between regions is viewed and on the other hand, the relations
between the European Union and Turkey, and effects of this process are possible
to examine. According to Keskin and Surgun, these processes show “the need
for a new axis in regional development” (Keskin & Sungur, 2010, s. 271-293).
This need gives a new perception with the evaluation of regional development
tools (used by various parameters) and change in development forms is one of
the facts (Keskin & Sungur, 2010, s. 279). 2000 and following years are essential
for political transformation of Turkey. Starting with the EU pre-accession adap-
tation process, Turkey has had many responsibilities including regional develop-
ment and put essential plans and projects into practice.

Regional policies in Turkey can be divided into three parts. In the first period,
1923-1963 (also known as unplanned period), regional planning was not regarded
as an important aim but more like a tool in the process of development. Planning
and basic aims were based on layout plans and because of this industrialization
and service sector were centered in the developed western regions. In 1963, with
the first Development Plan, second part of development process started. This
is a period between the first Five-Years Development Plan (FYDP) and 1999,
Helsinki Summit. In this period, regional planning policy started to change and
became priority in planning process (Keskin & Sungur, 2010, s. 280). With the
planned period, integrated plans including social and economic dimensions, was
put into action. Third period started after 1999 Helsinki Summit. As negotiations
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with the EU started, institutional arrangements, including regional develop-
ment, have been implemented.

The first FYDP was introduced in 1963. FYDP has three parts: the main object-
ives and goals, the evaluation of status quo, and organization, measurements, and
precautions. These aspects show the division of regions, centralized standards,
and following objectives. The aim of the plan is “to help inter-regional imbalances
in development preventative, resolve problems of urbanization and population,
public services, the deployment of a corrective distribution of incomes and
the potential wastage of resources will provide an orderly development” (T.C.
Bagbakanlik Devlet Planlama Teskilati, 1963, s. 471-477).

This plan aims to resolve regional disparities with a national solution in a ver-
tical way. The position and the economic and social objectives of the region are
important to find the appropriate plan. In order to resolve income disparities, the
plan suggests distribution of public service to the regions. The main objective of
the plan eliminates both regional and individual disparities.

In order to reach success, the plan divides regions into three categories. First
one is a “potential development area” that is shown as Antalya (Mediterranean
Region). For the sake of general development, in a potential region “self-suffi-
cient units and the functions of economy are handled as a whole”. The second
type of region is “underdeveloped regions” In this plan, East and Southern East
Anatolia are regarded as underdeveloped regions. As the economic rates are low,
cities are put in order according to potential development rate. Increasing sup-
port of private sector and reduction of taxes are primary objectives in the region.
The last region is “developed regions” which is primarily Istanbul and its neigh-
borhood in Marmara Region. New attraction and growth centers, distribution of
population and economic studies, and the creation of industry areas are essential
in order to have an optional region other than Istanbul (T.C. Bagbakanlik Devlet
Planlama Teskilati, 1963).

The first FYDP is seen as “an inclusive and comprehensive long term pro-
cess” as regionalism is a new aspect for both for the state and for the world.
The plan suggests that economic growth on national basis is the most important
thing; that is why it clearly claims that regional planning is nothing but part of
the national planning process and it is hard to separate it from national dimen-
sion. Even though the regions are separated according to their level of devel-
opment, regional distinctions were still based on geographical similarities (T.C.
Bagbakanlik Devlet Planlama Tegkilat1, 1963).

Objectives, status quo, and policies are once more clarified in the second FYDP
(1968). One of the main aspects of this plan is urbanization problem expected
because of development. Objectives are to promote balanced development and
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to lead investments in the regions where development rates are low. Both private
and state investments play crucial roles. The plan, also, supports urbanization
and facilities of urbanization as an impetus that should be static and supportive
in social and cultural fields. As a result, the investments in Eastern Anatolia
(underdeveloped region) were increased from 11 % to 23 %. Urbanization in
development also means modernization in agriculture and industrialization. The
possible differentials in economy and environment would be supported by the
state. Here, development rate is not based on cities but regions.

While stating the status quo back then in 1968, there was one major problem
according to the second FYDP. The aim was to modernize the economic and
social structure of the population and to accelerate the social changes, which
meant a regionalization process in Turkey. Before this plan, cities and villages
were regarded as separate units; however, with the modernization process they
started to work together from a centralized unit. Because of this rapid pro-
cess, urbanization would have created problems and it had to be balanced.
Therefore, policies on this plan were based on urbanization and social sectors.
Infrastructural developments in developed and potential developing regions are
one of the policies stated in the plan. Regional planning is seen as a tool for bal-
anced development and Antalya, Cukurova, Marmara, Zonguldag and Keban
were sample regions to evaluate the process. The evaluation of the sources and
capacities of the region (whether it develops or not) were essential to produce
new projects with the potential solutions (T.C. Basbakanlik Devlet Planlama
Teskilat1 Miistesarligi, 1978, s. 268). Regional policies were still considered with
the national development and civic and private sector cooperation to support
growth and development were also stated. In this plan, even though there is no
sign of regional planning strategy, as the EU did, the need to improve region-
specific plans was also mentioned.

The third FYDP (1973) is an essential plan in terms of international relations
because for the first time in a development plan international organizations, like
EEC, Regional Cooperation for Development (RCD), signed by Pakistan, Iran,
and Turkey were stated (T.C. Bagbakanlik Devlet Planlama Tegkilat1 Miistesarligi,
1978, s. 64).

A new perspective for regional planning, “Priority Regions for Development”
was put into action and mentioned in detail. With this plan:

 Natural and human resources of the regions that have potential in developing
would be specified and according to the tables reflecting socio-economic
integration of these regions a list will be created and these regions would be
supported by annual plans.
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« These regions will be developed with the gradual developing plans, com-
pleting each other.

« When these policies are not sufficient for the region, additional policies and
precautions would be developed in the annual plans. They would be con-
sistent with the national plans (T.C. Bagbakanlik Devlet Planlama Tegkilat1
Miistesarlig1, 1978, s. 947-949).

The fourth FYDP (1979) continues Priority Regions for Development project
with a few changes. One of the biggest and national projects, Southeastern
Anatolia Project-SAP was mentioned which was all-purpose project for Eastern
and Southeastern Anatolia. This plan is supportive of previous plans (T.C.
Bagbakanlik Devlet Planlama Tegkilati, 1979, s. 292-292).

The fifth FYDP (1984), Priority Regions for Development project, ana-
lyzed the consistent projects in order to specify their essential points for the
region. Regional development schemes examined the harmony of the plans
and alternatives by evaluating the development ratio. The balance of develop-
ment between regions was substantial as well as regional development, which
was based on the infrastructure projects on building, public goods, and services.
Hierarchical settling of regional development was developed in order to identify
the differences in the region and develop less favored regions.

The Priority Regions for Development project mostly represents Eastern and
Southeastern Anatolia in this plan. As well as the big-scaled project, regional and
small-scaled projects were supported. Here are some basic policies of Priority
Regions for Development project:

o The main goal is to diminish imbalance between Priority Regions and others
by developing priority regions.

o Already existing and potential sources in the region would be supported in
order to develop industrialization.

o Incentive measures will be implemented in the region.

o A market system for Middle East would be supported (T.C. Bagbakanlik
Devlet Planlama Tegkilati, 1985, s. 161-163).

The sixth FYDP is different from other plans because it changes the term
“regional planning” into “regional development”. Social and technical infra-
structure in metropolitans and industrial development are still among the aims
(Keskin & Sungur, 2010, s. 285). Differentiation is not limited to the terms; to
improve development rapidly sub-regions are defined to prepare more specific
plans for the regions. However, regional specification is still based on geograph-
ical regionalism.



Regional Development and Ngos - The Process in Turkey 107

During the fifth FYDP period, Turkey, the associate member of the EU, made
an application for full EEC membership. In December 1996, Turkey and EU
signed the Customs Union agreement. The standardization of products in order
to catch EU standards and develop protocols in development gained importance.
However, especially in agriculture and textile industry, there were still bound-
aries for Turkey (T.C. Bagbakanlik Devlet Planlama Tegkilati, 1990, s. 337).

Having different facilities and features of each region located throughout the
country made it essential to develop a new approach to deal with the sectorial
preferences of spatial analysis in planning. To diminish the imbalance between
developing regions, to limit migration, and to develop living conditions in
these regions were among the main objectives of the seventh FYDP. The ter-
rorist attacks were seen as a treat to development in Eastern and Southeastern
Anatolia and this caused internal migration. For the regions that have common
geographical features a new Action Plan was introduced. In 1994, an Emergency
Support Plan was put in to action in order to prevent side effects of terror in the
region. For the first time in the plan, sustainable development term was used
(T.C. Bagbakanlik Devlet Planlama Teskilati, 1996, s. 170-174)

Turkey has renewed its national and international goals since the beginnings
of 1980s. The relations with GATT (later, World Trade Organization), EU and
other organizations shaped its development. However, there is no direct link
with regional development policy in the plan. The plan tried to fulfill European
standards in products and industrial development. Besides, the SAP gained
more importance and a detailed project was introduced.

The eight FYDP is important not only in terms of regional development but
also of relations with the EU. After the Helsinki Summit of 1999 had announced
Turkey as a candidate country, this FYDP is the first plan, prepared with a spe-
cific interest of the EU. Different from the previous national development plans,
the plan introduced the importance of local dynamics in economic and regional
development process and the emphasis was on the increasing role of local author-
ities. The regional development was the main objective of the FYDP. It states that
regional disparities could be eliminated with the cooperative work of national
plan, local authorities, and the EU. Regional plans were expected to reflect prior-
ities of national plans, local demands, and connections between different sectors.

The regional development ratio and policies changed in Turkey. “In the appli-
cation of regional development policies sustainability, inter-regional integration,
social and economic balances, improvement in quality of life, equality of oppor-
tunities, cultural development and participation will be the main objectives”
(T.C. Bagbakanlik Devlet Planlama Teskilat1, 2000, s. 63). The main objectives of
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the plan, social life and even basic social rights would be analyzed according to
the EU standards.

Another important aspect of the plan is the involvement of civil society and
local authorities into the regional planning and development process. In order
to support increasing working standards of Turkey social dialogue mechanism
would be increased and the norms of ILO and the EU would be the basic sources
(T.C. Bagbakanlik Devlet Planlama Tegkilati, 2000, s. 225). The participation of
society is seen as an important tool for development in the plan. Transparent and
open policies of civil society organizations and their objectives are also stated
(T.C. Bagbakanlik Devlet Planlama Teskilati, 2000, s. 202).

For the first time the five-year planning period changes with the improvements
of the EU policy. Turkey, stating the importance of globalization and catching
modern policies, plans to develop its regional authority and to become one of
the developed countries. The Ninth Development Plan is the basis of all regional
and national plans, as well as the plans required by the EU Pre-Accession
Economic Program and the Strategic Framework for Integration of documents
and other programmes that constitute the basis for sectorial and corporate
strategy documents. The plan provides the alignment of all planning documents
that have different functions. Thus, inter-organizational plan would provide
a common understanding and unity of purpose; the legal and institutional
changes and the potential of the country by strengthening the connection to
the plan-program-budget shall constitute grounds for the use of the upper level
(T.C. Bagbakanlik Devlet Planlama Teskilati, 2006, s. 1). The main objectives of
the plan are increasing competitiveness, employment, human development and
social solidarity, ensuring regional development, and improving the quality and
effectiveness in public (T.C. Bagbakanlik Devlet Planlama Teskilati, 2006, s. 2).

The last Development Plan states the importance of regional develop-
ment even in the introduction part. As Turkey needs to be a globally recog-
nized country in the world, regional dynamics that could lead to development
should be supported (T.C. Bagbakanlik Devlet Planlama Tegkilati, 2013, s. 1).
Globalization, Turkey’s relations with other countries and the importance of
development are stated. Smart, sustainable and inclusive economic and social
development is stated as the main objectives of Turkey. This will be supported by
international or national organizations and Turkey is willing to improve its status
as a global actor in the world (T.C. Bagbakanlik Devlet Planlama Tegkilati, 2013,
s.1-3). When analyzed it is possible to see the emphasis on regional development
in different fields like agriculture, tourism or industrial development. Regional
Development Regional Competitiveness Section puts emphasis on the fact that
since 2000s, Turkey has been paying extra attention to regional development
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(T.C. Bagbakanlik Devlet Planlama Tegkilati, 2013, s. 136). In Article 903, the
cooperation of Turkey with Regional Development Agencies, NGOs, local
administrations, public institutions and universities are stated. There has been
more than 34,000 project applications and of these almost 9,000 of them were
found successful and supported; however, the institutions are not specifically
mentioned (T.C. Bagbakanlik Devlet Planlama Teskilati, 2013, s. 139).

Non-governmental Organizations in Turkey

The Structure of NGOs and Their Participation
in Regional Development

NGOs in Turkey help develop social relations and solidarity. However, they do
not only take part in social and civil movements; their role in policy and deci-
sion-making process and development has been effective. In the case of Turkey,
they could be regarded as a bridge between the government and the society
as the policy is based on indirect representation of people. In addition, as the
international organizations do not directly influence the governmental policies,
NGOs create a secure field to use the most effective way in terms of develop-
ment. Before stating the role of NGOs in regional development, or in any kind
of development, it is substantial to understand their structure, concept, features,
environment, impact, and weaknesses and strength. Strengthened as an impor-
tant area of social change, communicative and conciliatory part of civil society
in organization of public space, the effect of NGOs are deepening and widening.

The development of NGOs dated back to the establishment of the Republic
of Turkey in 1923. Back then, an NGO meant social and volunteered involve-
ment rather than a political and effective organ of the society. NGOs did not
take part in any political or economic process until 1980s. Since 1980s, and espe-
cially after 2000, NGOs have gained importance in local, regional, national, and
international levels (Bikmen & Meydanoglu, 2006, s. 35-36). In 2000, not only
the process of democratization and modernization but also, organizational life
started in Turkey. Today in Turkey, NGOs are developing in different fields and
they become a role model and representatives of their areas. NGOs represent
organized fields such as think tanks, trade unions, professional chambers, civic
initiatives, and social movements (Bikmen & Meydanoglu, 2006, s. 35-36). The
most common definition of an NGO is the area of voluntary organizations that
cannot be dominated by a governmental power. Within the framework of this
definition, an NGO is created by a democratic society that does not symbolize
the democratization process or does not contribute in policy-making process and
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it is based on voluntary membership (Bikmen & Meydanoglu, 2006, s. 38-39).
Another definition of an NGO is based on moral and political values: voluntary
organization of a society that is not under control of state or the government
(Bikmen & Meydanoglu, 2006). Based on the definition, it could organize itself
and hold organizations independent of a state control.

The concept of an NGO is not possible to clarify in Turkey and Turkish because
of the name suggested in Turkish. While NGOs directly involve civil society in
it, it does not directly refer to non-governmental process, maybe because of the
central governance system. Still, it is possible to share some definitions.

NGOs are private and non-profit organizations like think tanks, cultural
groups, groups working for the sake of society rather than its members, so on
and so forth. Professional and trade associations are composed of member
executives. These groups are representatives of their members or of the interests
of a particular sector that could act in dominant groups. Some organizations in
this group (e.g. TUSIAD in Turkey) can lead state on economic and political
bases and influence social or regional policies. In the modern world, it is hard to
separate the role of any NGO. It is an effective long-term solution to problems
and an active participant in the policy-making process and the common area
separate from the state and established by different voluntary organizations. An
NGO could be a descriptive organization of democracy and social and moral
values. Being active and working non-governmental are its main concepts.
Rather than its thoughts and political level, the contribution in the process
and solutions it produces is important in regard of this definition (Bikmen &
Meydanoglu, 2006). An NGO might cooperate with the government or any
other political actor. The important objectives are transparency, validity, produc-
tivity, and active role of citizens from “micro-regional level” to “macro-national
level” (Keyman, 2006, s. 19).

EU defines NGOs as organizations related to public administration or gov-
ernment. These organizations include third sector organizations as well as
others. European Economic and Social Committee (EESC) illustrates NGOs
as “All organizational structures whose members have objectives and respon-
sibilities that are of general interest and who also act as mediators between the
public authorities and citizens” (Commission of the European Communities,
2005, s. 4). All communities are expected to join civil dialogue in EU; “the dia-
logue includes exchanges between opinion leaders from national and European
institutions” (Commission of the European Communities, 2005). This dialogue
includes development of a civil society between the EU, candidate, and potential
candidate countries. The first aim is to develop existing organizations and their
roles in development instead of changing the system.
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In 1997, CIVICUS put forward the idea of civil society index and prepared
New Civic Atlas, including 60 countries. In order to compare the information
in this atlas, a civil society index was prepared and this index led other projects
in different countries to be able to create an identity for civil society. CIVICUS
started this project in more than fifty countries in 2003 and this project devel-
oped the vision of countries including Turkey. The first Project of Civil Society
Index (STEP) initiated between January 2004 and December 2005. This project
assisted NGOs in Turkey to apprehend their values, strengths, and weaknesses
and so on. With two reports presented in 2006 and 2011, with assistance of Third
Sector Foundation of Turkey (TUSEV), it became possible to perceive the devel-
opment of NGOs (Bikmen & Meydanoglu, 2006, s. 41-42)

In a modern society NGOs are seen as means of direct democracy. The NGOs
act in a protective way both in the organization and between organizations. Even
though, the structure of NGOs is shaped according to democracy, the individ-
uals think that the leaders are the most important decision-makers of that orga-
nization. They directly focus on the issues like thoughts, values, rights, media
freedom that is related to democracy. They are, indeed, quite successful in these
fields as this report presents (Bikmen & Meydanoglu, 2006, s. 83-84). Corruption
of NGOs was among the biggest bias in Turkey, 2006 Report. The public opinion
on reliability was separate from the reality. Contrary to public opinion, an NGO
was considered as one of the three least corrupted institutions, as reported by
Transparency International (Bikmen & Meydanoglu, 2006, s. 84-85). In 2011
report, the democratic process is not directly referred, on the contrary, trans-
parency, decision-making process and accountability is referred as elements of
democratic process and these elements, even though there is still no binding
law in the system, develops in the NGO systems (I¢duygu, Meydanoglu, & Sert,
2011, s. 109).

Participation is one of the most important values of EU policy in any field.
Lately, the power the European Parliament gained in the Lisbon Treaty is the
biggest sign of the importance of participation. In the process of determining EU
policies, participation of all people of European Union either directly or through
intermediary institutions that represents interests of these people. The range
of participation would shape the policy-making process. Transparency and
accountability is important to ensure free flow of information, procedures, and
knowledge. In order to ensure this process is applied to all levels and all decision
takers, accountability is an essential point. In this process, the decision-makers
should be able to present the objectives they work on, the way they use as soli-
darity mechanism, what affects the policy-making process in the Commission.
NGOs, on the other hand, should present what their interests are and how they
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are represented. Effectiveness is another essential point. It means institutions
and their objectives should represent any citizen at any time, so decision-making
process in the EU should cover all people of EU. In addition, cohesion, as it is
understood with its policies is important in the EU.

The responsibility given to NGOs in the world is increasing, including the EU.
However, all the reports stated before has shown that in Turkey, regional devel-
opment is not considered as a separate or an independent process. Therefore,
although it is possible to see the involvement of NGOs in the process, most of the
projects are completed via the government or government related institutions. As
it can be seen in the previous development plans that decision are mostly central
and regions that are specified either according to their geographical positions or
the EU norms are still directed from the main center. The Tenth Development
Plan did not have a specific part for NGOs and their roles but under the sec-
tion for Qualified People, Strong Society, their role and importance are specifi-
cally mentioned, especially after the war in Syria and migration process (Tiirkiye
Cumbhuriyeti Kalkinma Bakanligy, s. 51).

For Turkey, the Eleventh Development Plan can be considered a unique plan
as it involves a specific preliminary report considering NGOs and their roles in
the development process. While the term of an NGO is given, the role of it is also
clarified in the report (Tiirkiye Cumhuriyeti Kalkinma Bakanlig, s. 1). Ministry
of Development supports NGOs through three institutions: Southern Anatolia
Project-Regional Development Agencies, Social Support Program (SODES)
and Development Agencies. The role of the NGOs in the world is defined in
the report; however, the process in Turkey and the involvement of NGOs in
regional development process is not clearly defined as, there is no common data-
base (Tiirkiye Cumhuriyeti Kalkinma Bakanligy, s. 30). Even though the impor-
tance of cooperation is emphasized the specific reports are not shared. The role
of NGOs in the process is not clear, according to the report, because their aim
is not always clear. Sometimes, they may lead something good or bad and it is
not always easy to predict. Still, NGOs are seen as the institutions that prevent
inequalities and increases equal distribution of things (Tiirkiye Cumhuriyeti
Kalkinma Bakanligy, s. 34).

Ten Development Plans show the fact that NGOs are present in Turkey;
however, their role and involvement in regional development are not clarified.
According to the preliminary report for the Eleventh Development Plan, the
aim and the role of the NGOs need to be specified first (Tiirkiye Cumhuriyeti
Kalkinma Bakanligy, s. 54). How to do such things is not the subject of this study,
but unless more concrete resolutions are in the agenda, it is not clearly put NGOs
in a clarified position.
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Conclusion

Following years of World War I, states initiated changes in economics and pol-
icies, especially for Europe. States focused on their development plans as war
destroyed and reshaped them with their policies. In order to follow stable and
proficient plans, one of the substantial aims was to define what region and region-
alism represented in the state or union. This created different terms and policies
to explain and distinguish regions. Both terms, development and region changed
according to the priorities of the states. In nineteenth century, the development
would mean “economic development” while at the last quarter of the twentieth
century it would refer to “quality of life”; and today that definition also includes
“sustainability”. Likewise, region and regionalism changed according to the per-
ception of a state or a union. With globalization, regions gained importance as a
critical part of economic growth based on innovations. The EU and its policies
towards regional development focused on equality and sustainability and aimed
to support both Member States and candidate countries to be able to compen-
sate disparities between regions. Turkey, as one of the candidates, had and still
has strong relations with the EU and regional development has been part of its
FYDPs. The improvement in the plans was seen in the regions as well. However,
the interaction of NGOs in regional development was and still is limited. It is
important to investigate the impact of NGOs as they have the power to under-
stand regions better. This research aims to show how regional development
became part of FYDPs and how NGOs contributed to the process.

As the planned period started in 1963, it took fifty years for Turkey to build
the basic needs of the country or Turkey felt responsible to prepare development
plans as it intended to improve international relations. The first FYDP put into
force in 1963 stated the objectives of Turkey. The plan was traditional, extremely
centralized, and nationalist. There were certain boundaries in terms of changing
nationalist objectives. Expecting a certain regional development policy in these
plans was impossible. The regional planning was used as the means of national
growth. Thus, this resulted in regional disparities, and imbalanced cities. Still,
the region and regionalism developed, and FYDPs divided regions according to
their growth rates and geographical locations.

The EU relations had a rapid impact on regional development policies,
though. As the regional development is one of the main objectives of the EU
and it did supply financial aids to the related countries, Turkey started using
the advantage of being candidate country after the Helsinki Summit of 1999.
However, this was not adequate enough for Turkey, as negotiations did not start.
Still, from traditional point of view, Turkey began to move towards modern
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concept of regionalization. The nature and regional development and planning
started to move towards decentralize system as the EU expected so. This was
initiated with the mobilization of local and regional authorities. The coopera-
tion between national, regional, local, and non-governmental organizations
became part of the development plans. The future plans of developing countries,
cohesion policy of the EU, and the last development policy of Turkey shared a
common sense: the regional development is important for the future of develop-
ment and the higher values could be caught by using local and civil tools instead
of focusing on the nationalist and centralized development plans.

Turkey intended to develop standards in order to work in cooperation with
NGOs. However, it caused challenges for the government to build and develop
relations with civil society. The potential civil partners of Turkey, universities,
local partners, municipalities, civil society organizations, chambers of industry
and commerce, and so on, intended to work together with the government. The
Council was consulting on the issues the government supported. After, 2005
Turkey started negotiations with the EU and this changed the perspective of the
regional development and civil dialogue in development.

It is possible to state that this situation caused regional competitiveness
because the regions were not referred to geographical borders any more. They
are depended on their growth rate and two cities from different regions could
need the financial aid. Here, the actors are NGOs to determine the faith of the
region. Financed according to projects, regions needed to promote more projects
for their development. The interaction of NGOs is important; however, the effect
of NGOs in Turkey is open to discussion. The reason is that the values of the EU
are not supported enough in Turkey. Transparency and subsidiary, which are
two of the main objectives, are violated. NGOs in Turkey claim to supply infor-
mation for financial terms but how to reach those sources remains unknown.
Even though, one could reach the sources, it is not certain if the information is
updated. Furthermore, subsidiary, working with the lowest organization possible
is in developing process in Turkey. NGOs are governed from the centers, which
are mostly placed in big and developed cities, and this ruins the local authority
perspective of one unit.

There are different types of NGOs working for both social and economic
means of regional development. Some NGOs like TUBITAK, TOBB, KOSGEB
work in line with the governmental organizations. They are centralized or-
ganizations, but this does not affect their success. However, their relations to
governments might affect their policies in the regions. NGOs can refer either to
the specific interest groups or to the general purpose of the society. Human rights
or education would refer to the general interests while regional development
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organizations; chambers of industry and commerce would refer to specific
interest groups. Still, the aim is to get the utmost beneficiary from the most eli-
gible sources. The important point here is the impact of these NGOs as local
actors would know the priorities of the region better than the centralized ones.
Thus, as well as the interaction of the NGOs, the participation of the society in
the NGO is important to analyze the effects of NGOs on development. The aim
of any organization should be to reach society and work for it but if the society
were not willing to participate in the progress, again, a NGO would not reach its
goals. Unfortunately, this is still one of the major problems of Turkey.

One could conclude that it is difficult to reach the sources about NGOs and
to evaluate of those sources. Even the sources are open to the public; it is impos-
sible to evaluate their effectiveness. Thus, even if the NGOs take part in the
regional development process, the government is still centralized. It does not
want other authorities to be involved in the process whether because of trust
issues or because of ineffectiveness of NGOs. That might be the reasons why the
NGOs participate in regional development process consist of the ones who are
related to governments or have their centralized systems. Still, Turkey seems
promising in terms of development. Turkey made a step by changing develop-
ment plans from centralized to EU standards. Dealing with the ethnic problems
of today, trying to catch the standards of the EU and to get a position in the
Middle East, Turkey knows that NGOs will play an important role. By giving
chance to the NGOs in regional development components can be regarded as a
promise for the future development. The governments in Turkey could change
laws and systems to make NGOs interact more and more in regional devel-
opment. However, if the society does not participate in the process, solutions
would be temporary. That is why the competitiveness in the regions is a chal-
lenging process to keep people aware of their rights in the social and political
developments.
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Chapter 6 The Impact of the Change in the
Investment Incentive System Application in
Turkey on Regional Income Convergence

Introduction

The Investment Incentive System is a mechanism based on the allocation of
public resources for the purpose of supporting investments and thus transferring
public resources. Although the process of the formation of this mechanism goes
as far back as the proclamation of the Republic, it has undergone continuous
development and transformation in the historical process. 1923 Izmir Economic
Congress, 1927 Industrial Incentive Law, 1961 Constitution and planned devel-
opment period shaped the legal basis of the investment incentive system. After
1980, investment incentive system became a government regulation means in an
environment in which with the change of the overall structure of the liberaliza-
tion policy there were also free market conditions in the form of transformation
of the intrusive nature of the deregulation politics and fiscal policy for capital.
In the 1990s, since the general framework of national policies were subjected to
regulations in which Turkey was included on the international level, investment
incentives also, primarily as part of the World Trade Organization on Subsidies
and Countervailing Measures within the scope of provisions relating to inter-
national capital mobility, were determined essentially in line with international
agreements.

Beyond the international and national structure differentiations, the basic
regulations that are already decisive on the existing system in the legal con-
text are the laws and decisions that have been put into force since the 2000s.
These regulations include the Law No. 5084 on “the Law on the Promotion of
Investments and Employment and Amendments to Certain Laws” in 2004,
the Law No. 5350 “Law on the Amendment of the Law on the Promotion of
Investments and Employment and Certain Laws” in 2006, Council of Ministers
Decree No. 15199 in 2009 and “The Decision of the Council of Ministers on State
Aid in Investments” in 2012. Although the current incentive system is based on
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the Council of Ministers Decision of 2012, a total of 18 regulations have been
made that amended this decision. As a result of the arrangements made, the
objective article of the Council of Ministers Decision no. 2012/3305 has become
as below:

“The objective of this Decree is to regulate the principles and procedures to orient sav-
ings to investments with high added value, to increase production and employment,
to encourage strategic investments and regional and large scale investments which
shall increase the international competitive power and which have a high research and
development content, to increase international direct investments, to decrease regional
development differences, to support investments related to environmental protec-
tion and clustering and to support research and development activities related with
such investments in conformity with the objectives of development plans and annual
programs.”

Referring to the current investment incentive system in Turkey, it is seen that the
system is constructed in accordance with the determined objectives that support
national development in the form of regional incentives for ensuring horizontal
equity, technology and large-scale investment incentives aimed at increasing
the research and development capacity, incentives for the production of goods
with high import dependency. Reducing regional development disparities, cat-
egorized to achieve national development and specifically identified as object-
ives, reveals the instrumentality of the investment incentive system as a regional
development policy. As a matter of fact, this spatial-based instrumentality of the
investment incentive system has a historical process that extends to the Priority
Region in Development practice in 1968 based on the law numbered 202 dated
1963, although the scale changes. Accordingly, the laws of 2004 and 2006 pro-
vided for the strengthening of the legal basis of the spatial-based investment
incentive mechanism, which started in 1968 with the Decree of the Development
Program and the decision of the Council of Ministers to declare 22 Provinces
as Priority Development Areas. With the 2009 and 2012 Council of Ministers
Decisions, besides the spatial-based mechanism, research and development and
production areas aimed at domestic value added were also categorized within
the incentive system.

Within the scope of this study, it is aimed to question the spatial-based effect of
the investment incentive system, which has distinctly been categorized and orga-
nized and assumed an objective specific structure since 2009. The questioning
of spatial-based impact will be carried out by evaluating the impact of invest-
ment incentive system implementations on the current income levels of prov-
inces with similar socio-economic development levels and therefore with close
income levels. The analysis and comparison of inter-spatial income levels within
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different scales is performed by convergence and divergence analyses that deter-
mine whether income imbalance closes or deepens in time. These analyses can
be performed in two contexts: Beta convergence, which deals with the specific
growth performance of spaces, and Sigma convergence, which deals with the
continuity of inter-spatial income distribution. However, due to the criticisms
that convergence is not detected correctly with Sigma convergence analysis, Beta
convergence analysis is preferred in scientific studies. Accordingly, in this study,
in order to evaluate the effect of legal changes in the investment incentive system
based on the studies in the literature, whether the income convergence in the
spatial and temporal context has emerged is evaluated through Beta convergence
analysis.

Theoretical Background

Theoretically, considering convergence as income-based and therefore growth-
based is realized in the context of different growth models. These models are
divided into four main categories: Solow-Swan Growth Model, Stochastic Solow-
Swan Model, Mankiw-Romer-Weil Growth Model, and internal growth model.

Solow-Swan Growth model is based on capital accumulation mechanism
such as capital, labor, technology and production function equality (Solow,
1956). Within the model, capital equipment is accepted as the sole determinant
of the change in income and it is accepted that there is a relationship between ini-
tial capital equipment and income growth. Accordingly, the fact that economic
growth is negatively affected by the initial capital stock indicates the convergence.

Stochastic Solow-Swan Growth model is formed by adding random variables
to the Solow-Swan Model. Similar to the first model, there is a relationship
between the output amount and the initial income, and the fact that this rela-
tionship is negative is considered to be convergence and positive relationship is
considered as the presence of divergence.

The Mankiw-Romer-Weil Growth Model is an extension of the Solow-Swan
models with the addition of human capital fact. Similar to the first two models,
the initial income has an impact on the growth rate and the convergence rate is
expected to be higher due to the low initial income level in the process. However,
due to the fact that the long-term economic growth depends on the countries’
own characteristics, it is accepted that the countries with resembling population
growth rate, technology equipment and human capital accumulation processes
will converge to each other (Mankiw, Romer, & Weil, 1992). Therefore, unlike
the absolute convergence approach in the first two models, conditional conver-
gence approach is considered necessary.
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Unlike neoclassical exogenous growth models, internal growth models have
been developed by adding variables with a potential to affect the growth process
to the model internally. In these models where technology is internalized, there
is alinear relationship between convergence and technology parameters. In these
models, unlike Solow-Swan, it is accepted that there will be convergence only
between countries of similar structure, in a way similar to Mankiw-Romer-Weil.

Theoretically, convergence approaches differ in the context of growth models,
resulting in different concepts of convergence (Islam, 2003). These concepts
include micro-convergence and macro-convergence, capture and convergence,
convergence within an economy and convergence between countries, conver-
gence in growth rate and income convergence, 3 convergence and « conver-
gence, unconditional convergence and conditional convergence, conditional
convergence and club convergence, income convergence and total factor pro-
ductivity convergence, deterministic convergence and stochastic convergence
(Rassekh, 1998).

Literature

Although, in the literature, convergence analysis made for Turkey were discussed
within different scales as regions and provinces convergence, in these analyses, the
effects of different variables on convergence were also considered. Accordingly,
in the convergence between regions, the results reached were as follows:

i) In a study examining the effect of deposit accounts, there was convergence
between 26 regions (Level 2) on the basis of Nomenclature of Territorial
Units for Statistics (NUTS) for 1991-2000 period (Zeren & Yilanci, 2011).

ii) In a study examining the effect of spatial difference (East-West), there was
a weak convergence between 12 regions (Level 1) according to NUTS for
1987-2001 period (Ersungur & Polat, 2006).

iii) In a study that examined the effect of the industrial agglomeration and
the growth of neighboring provinces, there was convergence between the
provinces (73 provinces) for the period 1993-2001, while the convergence
process was adversely affected by the agglomeration of neighboring prov-
inces, it was affected positively by the growth of the neighbouring provinces
(Karaalp & Erdal, 2012).

iv) In a study examining the impact of population, employment and exports,
there was a general convergence between provinces (79 provinces) for the
period 2004-2014, and the effect of population, employment and exports on
the convergence periodically varied (Soyyigit, 2018).
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However, in studies on the convergence of income between regions where only
the temporal change was the basis without including different factors, for the
level of 2004-2008 in the Level 2 scale (Abdioglu & Uysal, 2013) and for the
period 1960-2010 (Karaca, 2018) it was concluded that there was no conver-
gence between regions.

On the other hand, in the convergence analyses included in the literature, the
effect of direct investment incentives for different scales and periods has been
examined. However, these studies are limited in number, and there are studies
that mainly examine the impact of investment incentives on regional investment,
employment, development and economic growth. Accordingly, it was concluded
that investment incentives, i) positively affected the investments across Turkey
for the 1980-2003 period (Cakmak-Karagay & Erden, 2004), the investments
in developed regions negatively and the investments in less developed regions
positively for the period 1991-2000 (Ay, 2005); ii) in the studies conducted with
Turkey scale, in Eastern Anatolia during 1980-2006 (Akan & Arslan, 2008),
1980-2011 period 4 incentive zones (Cift¢i & Kog, 2013), 2002-2011 period
in 81 provinces (Karaalp, 2014) 81 provinces in the period 2001-2012 (Selim,
Kogtiirk, & Eryigit, 2014) and 1980-2008 period (Yavuz, 2010) had a positive
effect on employment, iii) in the studies conducted for the 7 geographical re-
gions in the 2002-2009 period, (Sahin & Uysal, 2011) for the Level 2 scale for the
period 2004-2012, (Seving, Emsen, & Bozkurt, 2016) for the Level 1 scale in the
period 2007-2012 (Bakurci, Ekinci, & Sahinoglu, 2014) and in 1970-2000 for the
provinces covered and not covered by the Incentive Law No. 5084 (Giiven, 2007)
could not achieve the purpose of eliminating regional imbalances; however, in
a study conducted in 2007 for small and medium-sized enterprises operating in
Sivas province, (Giillmez & Yalman, 2010) investment incentives had a positive
impact on regional development; iv) in the studies conducted for 7 geograph-
ical regions of the period 1980-2006 (Ozkék, 2009), for the provinces in the
period of 1991-2000 (Gerni, Deger, & Deger, 2009), for 81 provinces in 2000
(Yavan, 2011) and for Level 2 in the period of 2004-2011, (Recepoglu & Deger,
2016) such incentives affected the income, thus the economic growth positively;
however, in the study based on six regions determined by “The Socio-Economic
Development Ranking of Provinces and Regions Study” in the period of 2004-
2014, it was concluded that the investment incentives led to economic growth
only in developed regions (Deger & Recepoglu, 2018). Although the effects of
investment incentives on the convergence have been indirectly demonstrated by
these studies, the effect of the direct investment incentive system on the conver-
gence was examined in a regional (Level 2) and provincial basis study for the
period 2004-2012. In that study, it was concluded that there was no convergence
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at regional level, but convergence emerged for 2009-2012 period in provinces
(Gerni, Sari, Seving, & Emsen, 2015).

In this context, studies in the literature for Turkey considered as a whole,
the convergence between regions, unlike the convergence between provinces,
occurred in the period preceding the year 2000 and did not occur in the periods
before and after 2000 over long periods of time. However, despite the positive
impact of the investment incentive system on investment, employment and eco-
nomic growth in Turkey, it can be said that this effect is not effective in terms
of regional imbalances and thus cannot provide convergence. In this study, it is
aimed to contribute to the literature by revealing whether the changes made in
the investment incentive system legislation in particular have a regional based
effect.

Empirical Analysis
Data Set and Method

In this study, the relationship between investment incentives and economic
growth is examined at regional level. For the investment incentive data, the
investment incentive statistics published by the Ministry of Economy in the
report dated 01 June 2018 between 01 January 2001 and 31 May 2018 and for
the economic growth data, the national accounts data published by Turkey’s
Statistics Institute (TUIK) under the Regional Statistics were used. Accordingly,
while the fixed investment amount (TL) was used as investment incentive data
on a regional basis, regardless of the sector, support class and investment type
in the investment incentive data set, the gross domestic product per capita
(GDP-TL) statistics included in the national accounts by TUIK were used as
economic growth data.

In the use of the data set, a categorical distinction was made in both spatial
and temporal dimensions. Accordingly, spatial categorization was established on
the basis of six regions determined according to the report “Socio-Economic
Development Ranking of Provinces and Regions (SEGE)”. With this catego-
rization, it is aimed to determine whether there is a convergence of income
between the provinces with socio-economic development level and the effect of
investment incentives on the convergence between the provinces having similar
structure.

With the categorization in temporal dimension, it is aimed to reveal the effect
of the transformation of the investment incentive system in the legal context.
However, due to the fact that per capita GDP data was announced by TUIK
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for 2004-2017, the time dimension of the study was limited to 2004-2017.
Accordingly, 2009, which constitutes the fundamental legal break for the period
in question, is the basis for the categorical separation of the time dimension of
the data set. However, since the 2009 regulation became effective in July 2009,
and accordingly it was not possible to separate the data set for 2009 in the con-
text of before and after this regulation, a periodic distinction was made as the
period 2004-2009 and 2010-2017.

In the studies in the literature, it has been observed that different empirical
methods such as horizontal cross-sectional approach, panel approach, time series
approach and distribution approach were applied. As a matter of fact, since the
data set in this study had a temporal dimension and therefore dynamic analysis
was applicable, a limited application with horizontal cross-sectional analysis was
not preferred. However, the time series approach was not feasible because the
temporal dimension in question was too limited to allow the use of the time
series approach. Accordingly, in this study, it was preferred to apply the panel
approach method based on the existing data set in order to determine the effect
of investment incentives on the income level differences between provinces and
thus to identify a convergence.

Within the scope of the panel approach for convergence analysis, different
models are used, but (8) convergence analysis which examines the convergence
on the basis of the regional distinction determined within the scope of this study
and gained popularity with the work of Barro and Sala-i Martin (1991, 1992) and
examines the relationship between the initial income levels and growth rates of
the spaces was used. In the beta convergence analysis, there are two distinctions
as absolute and conditional, and according to the absolute beta convergence
hypothesis, there is a negative relationship between the initial income level
and growth, and therefore, it is suggested that poor countries will grow faster.
However, it is assumed that there is no inter-spatial structural difference in the
absolute beta convergence analysis, and the analysis becomes conditional beta
convergence analysis with the inclusion of structural differences between the
spaces. Accordingly, according to the conditional beta convergence hypothesis,
the negative relationship between the initial income level and growth, and hence
the assumption that the poorer countries will grow faster, emerges with the effect
of the differences in the structural characteristics of spaces at different income
levels.

In this study, beta convergence analysis is examined through the following
models.

ln(PGDP,‘)t/PGDPi,t_l) =a+p ll’l(PGDPi,t_l) + u; (1)
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PGDP;; represents gross domestic product per capita in period t for region i,
PGDPi; 1, represents the gross domestic product per capita in the period t-1
for region i. Therefore, the dependent variable indicates the growth rate in gross
domestic product per capita for region i. In this model, the fact that f is a nega-
tive coefficient means that the absolute convergence hypothesis is valid.

ID(PGDP,'J/PGDP,'J,I) =a+p ln(PGDP,‘)t,I) + )\x,‘,t,1 + u; 2)

In addition to the variables in model number one, a control variable is added
to model number two *it—1. This variable is used to measure the structural dif-
ference between spaces and represents the investments made within the scope
of investment incentive certificate. Also, in this model while 8 coefficient being
negative means that the conditional convergence hypothesis is valid, \ coeffi-
cient is also expected to be positive.

OLS method was applied since only dependent variable delay was used in the
equation to estimate the equation number one. In the estimation of equation
number two, Generalized Moments Method (GMM) developed by Arellano and
Bond was preferred due to the dynamic structure of these models and since it
takes the first-order differences of the variables and uses the past value of the
dependent variable as a tool variable, thus allowing the use of a tool variable for
the solution of deviant and inconsistent results. However, for the consistency
and validity of the GMM estimation method results, two basic assumptions
are required. First, for the reliability of the prediction results, first-order auto-
correlation is a problem, but second-order auto-correlation should not be pre-
sent. As a matter of fact, the presence of auto-correlation indicates that the lagged
value of the dependent variable is internal or that the instrument variables are
not external. Secondly, the tool variables must be external and suitable for the
model. For this purpose, Hansen Excess Determination (Hansen ] Test) and
Hansen Externality Tests are performed. The second assumption regarding the
consistency of the GMM estimation method is also provided by accepting the
null hypotheses of these tests as “no over-determination” and “tool variables are
external”

Empirical Findings

Within the scope of the study, the findings about Beta convergence analysis esti-
mated with OLS and GMM method by using investment incentive and output
statistics for per capita GDP belonging to 81 provinces in Turkey and related to
the period of 2004-2017 are shown in the tables below according to the tem-
poral and the spatial categorization established for the purpose of the study.
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Accordingly, the estimate results of the absolute § convergence for Equation 1 are
evaluated in Tab. 1; and the results of the conditional B convergence estimation
using Equation 2 are evaluated for each period of 2004-2009 and 2010-2017 in
Tab. 3 and Tab. 4.

Tab. 1: Results of Unconditional § Convergence Estimation for the 6 Region and the Periods
0f 2004-2009 and 2010-2017

Periods Regions Coefficients Coefficient t statistics p-value F F
Estimations statistics Significance
2004- 1 o 10.15134  68.21 0.000 13.17 0.008
2009 B -0.0000331 -3.63 0.008
2 o 13.1677 12.85 0.000 15.64 0.002
B -0.4218299 -3.96 0.002
3 o 13.26309  13.79 0.000 17.61 0.001
B -0.4508061 -4.20 0.001
4 o 13.5465 18.10 0.000  39.56 0.000
B -0.5078439 -6.29 0.000
5 o 12.01857  18.83 0.000 27.01 0.000
B -0.3653553  -5.20 0.000
6 o 13.20998  12.74 0.000 22.18 0.000
B -0.5624411 -4.71 0.000
2010- 1 o 13.43083  15.83 0.000 13.27 0.008
2017 B -0.2976841 -3.64 0.008
2 o 12.94094  17.97 0.000 16.18 0.002
B -0.2891873  -4.02 0.002
3 a 13.37002  17.90 0.000  20.09 0.001
B -0.34508420 -4.48 0.001
4 o 13.06259  16.57 0.000 18.18 0.001
B -0.33293 -4.26 0.001
5 o 13.85445  11.14 0.000 11.44 0.004
B -0.4371804 -3.38 0.004
6 o 13.20738  15.98 0.000  23.55 0.000
B -0.4147096 -4.85 0.000

According to the results of the absolute convergence analysis, where Equation
1 is estimated by OLS method, because for both periods in all 6 regions f3 coeffi-
cient is negative and probability value is significant (p <0.05), it is observed that
absolute convergence is present.
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Based on the determination of absolute convergence for each region, condi-
tional convergence analysis was conducted in order to reveal the effect of invest-
ment incentive system on this convergence. The test results are summarized in
the table below in order to determine the reliability of the estimates obtained
primarily by GMM method and the suitability of the investments made within
the scope of the investment incentive system used as a tool variable.

Tab. 2: Verifications Tests for the Model and the Instrumental Variable for the 6 Region

and the Periods of 2004-2009 and 2010-2017

Periods Tests Region 1 Region 2 Region 3 Region 4 Region 5 Region 6
2004-2009 AR(1) Test 0.466 0.747 0.913 0.685 0.115 0.773
AR(2) Test 0.922 0.463 0.459 0.256 0.781 0.062
Hansen | 0.106 0.073 0.104 0.059 0.053 0.087
Test
Hansen 0.906 0.707  0.756 0.696 0.635 0.681
Difference
Test
Number of 8 13 12 17 16 15
Groups
Number of 45 75 68 99 91 82
Observation
Numberof 6 10 10 12 7 10
Instruments
2010-2017 AR(1) Test 0.230 0.007 0.042 0.001 0.071 0.122
AR(2) Test  0.258 0.024  0.069 0.091 0.716 0.392
Hansen | 0.195 0.301  0.396 0.202 0.148 0.189
Test
Hansen 0.118 0.801 0.306 0.886 0.629 0.792
Difference
Test
Number of 8 14 14 17 16 15
Groups
Number of 61 101 93 129 125 117
Observation
Number of 8 13 12 16 14 14
Instruments

According to the results of AR (1) and AR (2), which provide first- and second-
order auto-correlation, it was concluded that in the data set for all 6 regions for
2004-2009 period and in the data set for all regions but the second region (AR
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(2) <0.05), there was high probability value, and therefore there was no first and
second degree auto-correlation. Accordingly, it can be said that GMM estima-
tion results are reliable. Hansen Excess Determination and Hansen Externality
tests were performed to determine the externality of the tool variables and their
suitability to the model. According to the results of the test, it was observed that
there were no excessive determinations in tool variables in all regional models
for 2004-2009 and 2010-2017 periods and that tool variables were external
variables. Thus, tool variables are both model-appropriate and suitable for being
tool variables. GMM estimation results are summarized in the table below
depending on the model and tool variables.

Tab. 3: Results of Conditional f Convergence Estimation for the 6 Region and the Period
of 2004-2009

Periods  Regions Coefficients Coefficient t Statistic p-Value F Statistic F Significance

Estimations

2004-2009 1 a 13.64618 4.44 0.003 7.96 0.016
g -0.5344096 -1.71 0.132
A 0.1749262  3.32 0.013

2 a 13.20227 12.95 0.000 8.51 0.005
B -0.4226638  -4.12 0.001
A 0.0058463 -0.12 0.906

3 a 13.24019 11.85 0.000 6.50 0.014
g -0.4439983  -3.60 0.004
A -0.008057  -0.15 0.881

4 a 12.4731 20.98 0.000 17.85 0.000
B -0.4060966  -5.95 0.000
A 0.0480891  1.48 0.159

5 a -69.84151 -0.97 0.346 3.75 0.048
B 9.156589 1.08 0.296
A 0.2706705  2.69 0.017

6 a 13.09047 12.16 0.000 11.84 0.001
B -0.5565631 -4.54 0.000
A 0.033031 1.09 0.295

According to the results of the conditional convergence analysis in which
Equation 2 is estimated by GMM method, as f3 coeflicient is negative and prob-
ability value is significant (p <0.05) in the 2nd, 3rd, fourth and 6th regions, con-
ditional convergence is observed. In the first region, there is no convergence due
to the fact that probability value was not significant (0.132> 0.05) and in the fifth
region f coeficient is positive, so there is no convergence present. Regarding
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the effect of investments made based on investment incentive certificate, which
is the tool variable, on convergence in the regions where convergence exists, it
does not have a significant (p <0.05) and positive effect (A\> 0), contrary to ex-
pectations. As a matter of fact, although it has a positive coefficient in regions
2, 4 and 6, the tool variable does not have a positive effect on the convergence
between provinces on a regional basis due to the fact that the coefficient is not
significant (p> 0.05).

Tab. 4: Results of Conditional f Convergence Estimation for the 6 Region and the Period
0f2010-2017

Periods  Regions Coefficients Coefficient t Statistic =~ p-Value F Statistic F Significance

Estimations

2010-2017 1 a 12.66654 3.50 0.010 66.56 0.000
g -0.4179201  -1.26 0.248
A 0.2579037 7.15 0.000

2 a 12.24303 10.58 0.000 6.65 0.011
B -0.2385692  -2.57 0.024
A 0.0290982 0.54 0.598

3 a 12.83344 13.48 0.000 12.82 0.001
B -0.31130799 -3.59 0.004
A 0.0381983 1.22 0.249

4 a 12.41366 20.92 0.000 23.62 0.000
[3 -0.2816697 -5.43 0.000
A 0.0284401 1.14 0.271

5 a 13.27128 10.52 0.000 4.76 0.025
B -0.3849485  -3.01 0.009
A 0.0161224 0.46 0.650

6 a 12.7548 13.65 0.000 9.16 0.003
[5 -0.370717 -4.11 0.001
A 0.0101751 0.26 0.799

According to the results of the conditional convergence analysis in which
Equation 2 is estimated by GMM method, 3 coeflicient is negative and prob-
ability value is significant (p <0.05), so there is conditional convergence. In the
Ist region, there is no convergence due to the fact that the probability value is
not significant (0.248> 0.05). Regarding the effect of investments made based on
investment incentive certificate, which is a tool variable, on convergence in the
regions where convergence exists, it does not have a significant (p <0.05) and
positive effect (\> 0), contrary to expectations. As a matter of fact, although the
tool variable has a positive coefficient in all regions, the tool variable does not
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have a positive effect on the convergence between provinces on a regional basis
due to the fact that the coeflicient is not significant (p> 0.05).

When the results of the conditional Beta convergence estimation for 2004-
2009 and 2010-2017 periods were evaluated as a whole, it was concluded that
the regulations made in 2004, which focused on regional incentives specifically
within the scope of investment incentive system, and in 2009, whose objective
specific features such as investments for research and development increased,
had no effect on the convergence of provinces based on regions with similar
socio-economic development levels. Accordingly, in the context of income con-
vergence, it can be said that the regulations made in 2009 did not produce a dif-
ferent effect from those in 2004. Although there are period and scale differences,
these results obtained are similar to the studies in the literature conducted for
7 geographical regions in the period of 2002-2009 which concluded that the
investment incentive system did not achieve the aim of eliminating regional
imbalances, (Sahin & Uysal, 2011) for the Level 2 scale in the period 2004-2012,
(Seving, Emsen, & Bozkurt, 2016) for the Level 1 scale for the period 2007-2012,
(Bakurci, Ekinci, & Sahinoglu, 2014) for provinces covered and not covered by
the Incentive Law No. 5084 in the period 1970-2000, (Giiven, 2007) and Level 2
scale for the 2004-2012 period, which concluded that there was no convergence
at the regional level (Gerni, Sar1, Seving, & Emsen, 2015). In order to question
the reason of this situation obtained as a result of the analysis in the context of
investment incentive system, the distribution of investments supported within
the scope of investment incentive system in the period of 2004-2017 is examined
in 6 regions.

Fig. 1 shows the distribution of investments supported under the investment
incentive system in the period 2004-2017 and the amount of supported invest-
ment increases as the colors on the map become darker. According to the map,
the highest amount of support (the darkest two colors) is obtained from the
provinces in the top three regions with the highest socio-economic level and
the lowest amount of support (the lightest color) was obtained by three, four,
five and sixth regions. Therefore, a significant portion of the incentives within
the scope of investment incentive system went to the provinces with the highest
socio-economic development level (first region), while the amount of support to
the provinces with the lowest socio-economic development level (sixth region)
remained at the lowest level. Although the period is different (2009-2017), a
similar result has been reached in a different study (Dogan, 2018) that specif-
ically examines regional investment incentives. However, if all of the strategic,
large-scale, regional and general investment incentives are included, it is obvious
that the impact on per capita income levels and economic growth of provinces
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in each region will be more decisive considering the size of the supported invest-
ment amount.

On the other hand, when the amount of support received by the provinces on
the basis of socio-economic development level in the context of Fig. 1 is evalu-
ated from the regional context, it can be seen that it includes provinces receiving
support from almost all levels except the first region. For example, some of the
provinces in the sixth region received the lowest level of support (Bitlis, Siirt,
Hakkari, Agri, Igdir, Ardahan) and some of them were five (Kars, Mus, Batman),
four (Van, Bingol, Diyarbakir, Mardin, $anllurfa) and third (Sirnak) receives the
highest level of support. A similar situation exists for other regions outside the
first region. It can be said that this situation has an effect on the differentiation of
the growth paths of the provinces on the basis of each region (Gluschenko, 2012),
thus having different growth paths even though they have similar income levels
and the elimination of the potential convergence in absolute Beta convergence.

Conclusion

Financial incentive system which is one of the basic tools that replaced the inter-
ventionist fiscal policy as a tool of regulatory fiscal policy in Turkey, has turned
into an objective specific structure, particularly with arrangements made since
the 2000s. With this objective specific structure, the investment incentive system
has been categorized based on regional, strategic and technological develop-
ment. However, it is expected that this structure, which emerges in the legal con-
text, will exist in practice for the relevant purpose.

In this study, an empirical analysis was conducted to examine whether the
objective of eliminating regional imbalances intended in legal context arises in
practice. Based on the objective specific structure of the investment incentive
system with the decision of the Council of Ministers numbered 15199 in 2009
and with the aim of revealing the effect of this specific structure, a spatial cat-
egorization based on six regions by a periodic distinction between 2004-2009
and 2010-2017 and spatial categorization was made. As a result of the OLS and
Beta convergence analyses made on the basis of these categorizations, it was con-
cluded that there is absolute convergence on the basis of each region, but there is
no conditional convergence in which the effect of investments made within the
investment incentive system is tried to be put forward. This means that the con-
vergence of the provinces in each region to the common growth path on regional
basis does not occur in the convergence of the growth path of each province to
the growth path of the other provinces in a system including investment incentive
system applications. The fact that there is no conditional convergence due to the
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investment incentive system among the provinces with similar socio-economic
characteristics can be evaluated as the fact that the difference in income increase
even between these provinces could not be overcome by the investment incentive
system applications. This suggests that the aim of eliminating regional imbalances
in the allocation of incentives cannot be practiced. Therefore, it can be said that
the practical process of the investment incentive system is incompatible with the
objective specific structure determined in the legal sense.

As a result, it is seen that the investment incentive system in Turkey re-
mains uncovered practically in the context of the objective specific legislation
for the elimination of regional imbalances in Turkey included in the Council of
Ministers Decision No. 15199 and 3305 issued in 2009 and 2012. Accordingly, it
is deemed necessary to make arrangements in the execution phase of the invest-
ment incentive system that will enable the realization of the objective in the legal
context. Beyond the determination of the execution phase on the basis of the
legal regulation, which constitutes the ideal of these arrangements, it will be pos-
sible to solve the problems arising during the execution phase by moving them
to the legislative phase. In this context, the incentive elements within the legal
context of the investment incentive system should be differentiated on a regional
basis as well as allowing for the elimination of imbalances between provinces in
each region.
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Necmettin Celik™

Chapter 7 The Division and Specialization
Proposals to Regions in Line with the Spatial
and Sectoral Concentration Patterns of Turkey

Introduction

The balanced and comprehensive regional development is closely associated
with the main issues of economics such as full employment, effective use of re-
sources and rapid economic growth. Since, the serious and ongoing problem of
regional disparities pressures on the developed regions via several channels such
as immigration as well as it damages on the self-sufficiency dynamics of undevel-
oped regions. It puts some obstacles on the potential growth process because of
using of resources inefliciently and imperfectly. Therefore, the regional policies
toward balanced and comprehensive regional development process are crucial at
least national policies.

Being able to minimize of regional disparities issue requires a division and
specialization having substitution perspective among regions. It is based on
exposing of the strategic and competitive aspects of own regions. Thus, all re-
gions will be able to use their own resources effectively and perfectly; and also,
they reach rapid growth abilities by establishing the macroeconomic policies in
consistent with their own strategic or competitive advantages.

In this direction, the regional disparities are ongoing and structural issue
despite the partial and ignorable improvements in Turkey according to the vari-
ation coeflicients estimating regional disparities (Deliktas and Celik, 2018a: 387;
2019: 30). Accordingly, the industries which are being exhibited advantages stra-
tegically and competitively or potentially in 26 NUTS-II Regions' in Turkey over
2009-2015 have been identified by Location Quotients (LQ) based on the number
of firms, employees and amount of investments. Indeed, this methodology has
been mainly used in the literature to identify strategic or competitive sectors in
any regions or locations such as TUSIAD, Kazancik (2007), IZKA (2010), GEKA
(2011), BEBKA (2012), Dinger and Karakayac1 (2012), KUZKA, BAKKA (2013),

* % Asst. Prof., Department of Economics, fzmir Katip Celebi University, 1zmir—Turkey,

necmetttin.celik@ikc.edu.tr
1 The detailed information about that regions could be seen in Appendix 1.
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KUZKA (2014), FKA (2014), BAKKA (2014), Unal, Sungur (2015), Secilmis
(2015), Lazaretti et al. (2014), CKA (2017), Akgiingor et al. (2017), Akgiingor
etal. (2018a), Akgiingér et al. (2018b), Ciftci (2018), Deliktas and Celik (2018a,
2019), Celik et al. (2019). Finally, the specific policies toward regions have been
proposed in the light with empirical findings of the investigation.

Methodology and Analysis

In the estimation of the LQ that measure sectoral specializations in a specific
region, the proportion of the regional share of sectors to national share in terms
of several proxies, such as number of employees, has been used. Then the con-
centration degree of that sector could be estimated. LQ is defined as (Miller and
Blair, 1985):
R N
LQ. = ni =/ =

Lr’ Ly (1)
Where L stands for the employment level of sector i in a region, and Lr stands
for the total employment level of that region, while Li" stands for the national
employment level of sector I, andLN stands for total national employment level.
The LQ values higher than 1 refer to specialization of a sector in a region over
the national average.?

However, estimating of the spatial concentration patterns by the number of
employees only is not effective because of the differences between industries in
terms of their capital- or labor-intensive structure. Indeed, the spatial concen-
tration patterns of the capital intensive industries that have crucial potential
as the number of capital or the amount of investment they receive will not be
identified by the LQ values based on the number of employees. On the other
hand, the confidence level of investigations could be decreased due to the alter-
native indicators that do not have similar importance at the specialization level
(BAKKA, 2014: 24). Therefore, alternative LQ values based on the number of
capital and the amount of investment was taken into consideration. They are
defined as:

ck cX

LO- —
Qc = ! Cn @)

2 Insome studies such as Celik et al. (2019), Deliktas and Celik (2019), Akgiingér et al.
(2018), Akgiingor et al. (2017) 1,25 threshold took into account.
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RN
LQ = /4
! IR/IN 3)

Where Ci*stands for the number of firms performing in sector j in a region, Cr
stands for the total number of firms in that region while G stands for the
number of firms performing in sector i in nation andCnstands for the total
number of firms in nation.

Where Ii'; stands for the amount of investments toward sector i in a region, Ir
stands for the total the amount of investments in that region while Ii" stands
for amount of investments toward sector i in the nation and IN stands for the
total amount of investment in the nation.

In the sectoral investigation process, there are 17 industries that perform in
Turkey and have continuous statistics which are “Agriculture, Forestry and
Fishing”, “Mining”, “Manufacturing”, “Energy”, “Water Supply, Sewerage,
Waste Management and Remediation Services’, “Construction”, “Wholesale
and Retail Trade and Repair Services of Motor Vehicles and Motorcycles’,

» <

“Logistic”, “Tourism”, “Information and Communication’, “Real Estate Services”,

» o«

“Professional, Scientific and Technical Services”, “Management and Support
Services”, “Education’, “Human Health and Social Work Services”, “Culture, Art
and Sport Services” and “Other Services”. In addition, “Finance and Insurance
Services” including insurance, reinsurance and pension funding services and
services auxiliary to financial services and “Public Administration and Defense
Services; Compulsory Social Security Services” provided by government and
public administrations could not be considered due to lack of data. Tab. 1

includes detailed information about the main activities in these industries.

Empirical Findings

Fig. 1 includes 26 NUTS-II Regions that have LQ values 1,25 or higher LQ values
based on all criteria such as the number of employees, firms and the amount of
investment in 17 industries.” When findings are evaluated as a whole, the regions
20 to 26 in NUTS-II have spatial concentration of the industries 12 to 17 that are
strategically or competitively while the regions TR31, TR63, TR71, TR83, TR90
and TRC2 do not have concentration patterns that indicates a specialization level
in any of the industries in Turkey.

3 The detailed information about the LQ values of regions in strategically specialized
sectors could be seen in Appendix 2.
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Tab. 1: NACE-2 Industries and Activities

NACE 2 Industries Activities

Code

A Agriculture, It includes crop and animal production, hunting and

Forestry and Fishing related service activities
B Mining and It includes mining of coal, lignite, metal ores; extraction
Quarrying of crude petroleum and natural and mining support
service activities

C Manufacturing It includes manufacture of several products such as
food, beverages, tobacco, textiles, wearing apparel,
leather and related products, wood, paper and paper
products, coke and refined petroleum, chemicals and
chemical products, basic pharmaceutical, rubber and
plastic, other non-metallic mineral products, basic
metals, fabricated metal products (except machinery
and equipment), computer, electronic and optical
products, electrical equipment, machinery and
equipment n.e.c., motor vehicles, trailers and semi-
trailers, other transport equipment, furniture, etc.

D Energy It includes production, transmission, distribution and
trade of electricity and gas; and also, steam and air
conditioning supply

E Water Supply, It includes water collection, treatment and supply,

Sewerage Waste sewerage and waste collection, etc.
Management

and Remediation

Services

F Construction It includes construction of buildings, civil engineering
and specialized construction activities

G Wholesale and It includes wholesale and retail trade and repair of

Retail Trade and motor vehicles and motorcycles activities
Repair Services of

Motor Vehicles and

Motorcycles

H Logistic It includes land, water and air transport and transport
via pipelines; warehousing and support activities for
transportation and postal and courier activities

I Tourism It includes accommodation and food and beverage
service activities

J Information and It includes several activities such as publishing,

Communication programming and broadcasting, telecommunications,

computer programming, consultancy and related
activities, information service activities, etc.
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Tab. 1: (continued)

NACE 2 Industries Activities
Code
L Real Estate Services It includes buying and selling of own real estate, renting

and operating of own or leased real estate and real estate
activities on a fee or contract basis
M Professional, It includes legal and accounting activities, activities
Scientific and of head offices; management consultancy activities,
Technical Services  architectural and engineering activities; technical testing
and analysis, scientific research and development,
advertising and market research and other professional,
scientific and technical activities, etc.

N Administrative and It includes rental and leasing activities, employment
Support Service activities, travel agency, tour operator reservation
Activities service and related activities, security and investigation

activities, office administrative, office support and other
business support activities, etc.

P Education It includes pre-primary, primary, secondary, higher and
other education and educational support activities

Q Human Health It includes human health activities such as hospital,
and Social Work general and specialist medical practice activities,
Services residential care activities and social work activities
without accommodation
R Culture, Art and It includes creative, arts and entertainment activities;
Sport Services libraries, archives, museums and other cultural

activities; gambling and betting activities; sports
activities and amusement and recreation activities

S Other Services It includes activities of membership organizations,
repair of computers and personal and household goods
and other personal service activities

Source: Eurostat, https://ec.europa.eu/eurostat/documents/3859598/5902521/KS-RA-07-015-EN.
PDF

When findings are evaluated at the sectoral and regional levels, the region
TR10 (Istanbul) has a strategic role in the information and communication
industry that is consistent with the findings in Tiirkcan (2019) and Celik et al.
(2019) while exhibiting a competitive advantage in the several service activities
such as education, health and real estate. On the other hand, logistics, especially,
based on water and air transportation might be considered as a key sector for
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the region TR10 because it has the largest port capacity?, domestic and foreign
passengers and freight traffic® thanks to its geopolitical location and existing
capacity. Similarly, logistics is a strategic sector for the region TR62 (Adana)
which has Mersin Port, the region TRA2 (Agr1) which has the border gates to
Azerbaijan, Georgia, Iran and Iraq; and also, the regions TRB2 (Van) and TRC3
(Mardin) which are on the route for Economic and Social Commission to Asia
and the Pacific (ESCAP).

Manufacturing, recognized as a key to economic growth, is concentrated
mainly in the regions TR41 (Bursa) and TR42 (Kocaeli) compared to the national
level; therefore, it could be considered as a strategic sector for these regions. This
is consistent with the findings in Celik et al. (2019). On the other hand, the con-
centration patterns of manufacturing in the regions TR33 (Manisa) and TRC1
(Gaziantep) are quite complicated especially in terms of the number of employees
and amount of investment rather than the number of firms. Therefore, it could
be evaluated as potentially strategic or competitive sector for these regions.

Tourism is another crucial source of growth thanks to its added value, employ-
ment and foreign currency capacity which has a strategic importance for the re-
gions TR61 (Antalya) and TR31 (Aydin) that are known to be the largest tourism
destinations in Turkey and it could be reached competitive aspects in the region
TR22 (Balikesir), especially in terms of the number of employees and firms.
Findings are consistent with the tourism capacities of the regions TR61, TR32
and TR22 respectively, since, especially, the regions TR61 and TR32 stand out
as coastal tourism destinations thanks to their tourism centers and geograph-
ical structures;® and also, the Region TRB2 has several strong aspects in terms
of a tourism center such as a highly accessible and a rich cultural background

4 According to General Directorate of Maritime Trade Statistics, in 2018, the Ambarli
Port has a the largest foreign trade capacity as the number of container in water trans-
portation with 28,2 % share in Turkey. https://atlantis.udhb.gov.tr/istatistik/istatistik_
konteyner.aspx, Access Date: 22.07.2019

5 According to General Directorate of State Airports Authority statistics, in 2018,
78 % of total passengers and freight traffic over Turkey was occurred in Atatiirk and
Sabiha Gokg¢en Airports, https://www.dhmi.gov.tr/sayfalar/istatistik.aspx, Access
Date: 22.07.2019

6 According to statistics compiled from Tourism Centers List which are published by
Republic of Turkey Ministry of Culture and Tourism, the region TR61 has 35, the
region TR32 has 33 and the region TR22 has 18 to 270 tourism centers in Turkey. In
other words, these regions reflect almost the 32 % of tourism potential in Turkey alone.
http://yigm kulturturizm.gov.tr/TR-9669/ktkgb-ve-turizm-merkezleri.html, Access
Date: 22.07.2019
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(Gokdeniz, 2015). On the other hand, the food industry based on agriculture
and fishing activities could also reach a competitive structure where the tourism
industry has a strategic importance. Indeed, findings indicate that the food
industry has competitive advantages in the tourism destinations of TR61, TR32
and TR22. And also, the food industry based on agriculture, forestry and fishing
activities is a strategic sector for the regions TR52 (Konya), TR21 (Tekirdag) and
TR22 (Balikesir) respectively because of their geographic and climatic character-
istics that are better than other potential regions.

Education is another sector that is concentrated spatially which leads to a
strategical specialization level in Turkey. According to findings, the education
sector, including pre-primary, primary, secondary, higher and other education
and educational support activities, has a strategic importance for the region
TR51 (Ankara) and it is a competitive aspect of the region TR10 (Istanbul).
Findings are consistent with the human capital dynamics of the regions TR51
and TR10, which are respectively, the first and second largest regions in Turkey
in terms of the share of college or faculty graduates in total population which are
21,5 % and 17,4 % (Celik, 2017: 30).

Finally, mining and energy are the sectors that are concentrated spatially in
Turkey. Findings indicate that mining concentrates spatially in the regions TR33
(Manisa), TR81 (Zonguldak), TR82 (Kastamonu), TRA1 (Erzurum) and TRB1
(Malatya) which could reach a sectoral specialization level. They are consis-
tent with the natural resources of these regions. For instance, the region TR33
(Manisa) has rich mineral diversity and reserves such as titanium, boron and
uranium; which are, respectively, 100 %, 50 % and 37 % of Turkey’s total re-
serves (ZKA, 2012: 8). And also, the copper and marble are the main reserves
of the Region TR82 (KUZKA, 2013: 101); mining activities are mainly shaped
by the iron-steel industry which are the most added value sources of the Region
TR81 (BAKKA, 2013: 12; 2014: 25) and the metal-ore mining is mainly con-
centrate on the region TRB1 (FKA, 2014: 107). On the other hand, findings
are mainly consistent with the findings of local development agencies such as
ZKA (2012), BAKKA (2010, 2013) and FKA (2014). Furthermore, the energy
industry will be a strategic aspect of the region TR72 (Kayseri) which has a cru-
cial uranium-thorium reserve, when the planned nuclear facilities become active
in Turkey. Indeed, the region TR72 (Kayseri) having about 53 % of total uranium
reserves in Turkey, could be a crucial energy-supply center in terms of nuclear
energy thanks to its mining reserves (Deliktas and Celik, 2018b: 437). Similarly,
the energy sector could be a crucial competitive structure for the region TRA1
(Erzurum) located in Baku-Tbilisi-Erzurum Natural Gas Pipeline route.
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Conclusion

The solution to the regional disparities that are the crucial and structural ongoing
problems in Turkey is depend on the specialization of regions on their sectors that
have specific strategic and competitive advantages and regional macro-economy
shaped by these dynamics. This requires the identification of the key sectors as
strategic or competitive in a region and connecting them to specified regional
policies complementarily. Thus, the positive externalities could be revealed by
minimizing human and physical regional disparities. In this direction, this study
aims to identify the strategic and competitive sectors in 26 NUTS-II Regions and
to determine a specified policy proposal for them in Turkey. For this purpose,
LQ based on the number of firms, employees and amount of investments have
been calculated for the 17 major industries performing in 26 NUTS-II Regions
in Turkey over 2009-2015 periods.

When findings that show the spatial concentration of the industries 12 to 17
in NUTS-II regions 20 to 26 are taken into consideration at the national level,
Turkish economy is mainly shaped by geographical, geopolitical and climatic
circumstances such as logistics, mining, agriculture and tourism; additionally,
the manufacturing industry which is known for being the key to economic
growth is concentrated in almost restricted areas where the production has
low and medium-low tech along with knowledge-intensive patterns, in Turkey.
When findings are taken into consideration at the regional level, the region TR10
(Istanbul) differs from other regions in terms of both sectoral diversity and con-
centration level. Indeed, it exhibits both strategic and competitive advantages
in, respectively, the logistics, information and communication, education, health
and real estate sectors compared to other regions. On the other hand, the logis-
tics industry is mainly concentrated in the regions TRA2, TRB2, TRC3 that have
border gates; the regions TR10 and TR62 that have the largest ports in terms of
handling capacity in Turkey, the tourism industry in the regions TR61 and TR32
thanks to their geographical features; the agriculture and food industries in the
regions TR52, TR21 and TR22; the manufacturing industry in the regions TR41,
TR42 and TRC1; the education industry in TR51; and the mining industry in the
regions TR33, TR81, TR82, TRA1 and TRBI in terms of the level of strategic or
competitive advantages. Finally, when the plans for construction of nuclear facil-
ities are considered, the energy industry could be a strategically crucial sector in
the region TR72 which has about 53 % of total uranium reserves in Turkey.

In the light of the findings, the policies that give incentive to improve the
highway network and infrastructure of the regions TRA2, TRB2 and TRC3
which are the strategic points of international roads, and the handling capacity
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of ports located in the regions TR10, TR62 and TR31 that are considered to be
the centers in international waterway transportation could decrease the costs of
logistic activities.

On the other hand, when the positive and strong forward-backward linkages
among tourism and food industries are taken into consideration, the policies
to strengthen the tourism sector in the regions TR61, TR32 and TR22 could
increase the potential effects of this industry both on regional and national
economy. In addition, although the low added value patterns of agriculture, the
importance of autarky has been increasing because of the rising population and
food security awareness. Therefore, thanks to the concentration and speciali-
zation of agricultural activities especially in specific regions exhibited strategic
advantages, use of resources and regional development could be more effec-
tive and balanced. In this direction, thanks to the policies in the regions TR52
(Konya), TR21 (Tekirdag) and TR22 (Balikesir) that turn them into agricultural
production centers; the potential effects of food industry on regional economy
could increase.

Also, the manufacturing clusters that are located strategically in the regions
TR41 (Bursa) and TR42 (Kocaeli), and, potentially, in the regions TR33 (Manisa)
and TRCI (Gaziantep) might be supported and the incentive policies might be
implemented to transfer the manufacturing sector to medium-high and high-
tech industries from low and medium-low tech industries to rise sectoral and
spatial spillovers.

On the other hand, mining activities are generally located in specific regions
that have mining reserves because of the reserve structure, high transportation
costs and security risks. Therefore, the mining must be considered as a poten-
tially competitive sector for those regions which do not have any other poten-
tial. In this perspective, the sectoral incentives for extracting and mining in
the regions TR33 (Manisa), TR81 (Zonguldak), TR82 (Kastamonu) and TRB1
(Malatya) that turn natural resources into added value for these regions could be
effective. Indeed, the specialization of these regions on mining industry might be
considered a geographical requirement. However, alternative strategic and com-
petitive sectors for these regions could be determined by the finite and scarce
characteristic of all mineral reserves. In this perspective, the manufacturing and
food industries for the region TR33; tableland or winter tourism for the region
TR82 might be considered alternative specialization activities. However, when
their current capacities are taken into consideration, the regions TR81 and TRB1
do not have any alternative other than the mining industry.

Finally, the policy proposals could be offered to six other regions which do
not concentrate on any industry as a specialization level when their economic
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structures are considered. For instance, the region TR31 (izmir) could specialize
on logistics especially in water way transportation because of its geopolitics
location. And also, the health sector has an importance in terms of the number
of firms and the amount of investment in the region TR31. Therefore, medical
tourism could become a competitive sector in the process. This is consistent with
the findings in Mirza (2016). On the other hand, textile clusters are dominant in
the region TR63 (Hatay) (Celik et al., 2019: 15). For this reason, manufacturing
of textile products could be a competitive sector, potentially, in this region as
well as the logistics industry because of its location which is a secondary road
of ESCAP route. Furthermore, the region TR71 (Kirikkale) exhibits competitive
advantages in the agriculture sector while the region TR83 (Samsun) in whole-
sale and retail trade sector. When the awareness about tourism potentials of the
region TR90 (Trabzon) could be arisen, tourism will be a competitive sector, and
logistics industry, depending, especially, on passenger transportation, will pro-
vide a considerable added value for this region. Finally, service activities regard-
less of the location could be an added value and an employment source for the
region TRC2 (Sanlurfa) which do not have any specialized industry even poten-
tially. In this perspective, locating the call centers of the companies that operate
in the service industry such as the finance, telecommunication, health, logistics,
information and trade sectors in Diyarbakir and $anlurfa, coded 82.2 NACE-2,
call center activities in the administrative and support service could be a crucial
added value and employment source for these regions.
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Appendix 1: NUTS Classification in Turkey

NUTS 1 NUTS 2 NUTS 3
Code  Region Code Region Code Region
TR1  Istanbul TR10 Istanbul Region TR100 Istanbul
Region
TR2 West Marmara TR21 Tekirdag Region =~ TR211 Tekirdag
Region TR212  Edirne
TR213 Kirklareli
TR22 Balikesir Region =~ TR221 Balikesir
TR222 Canakkale
TR3  Aegean Region TR31  Izmir Region TR310 [zmir
TR32 Aydin Region TR321 Aydin
TR322 Denizli
TR323  Mugla
TR33 Manisa Region TR331 Manisa
TR332 Afyonkarahisar
TR333 Kiitahya
TR334 Usak
TR4  East Marmara TR41 Bursa Alt Bolgesi TR411 Bursa
Region TR412 Eskisehir
TR413 Bilecik
TR42 Kocaeli Region TR421 Kocaeli
TR422 Sakarya
TR423 Diizce
TR424 Bolu
TR425 Yalova
TR5  West Anatolia TR51 Ankara Region TR510 Ankara
Region TR52 Konya Region TR521 Konya
TR522 Karaman
TR6  Mediterranean TR61 Antalya Region TR611 Antalya
Region TR612 Isparta
TR613 Burdur
TR62 Adana Region TR621 Adana
TR622 Mersin
TR63 Hatay Region TR631 Hatay
TR632 Kahramanmarag
TR633 Osmaniye
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Appendix 1: (continued)

NUTS 1 NUTS 2 NUTS 3
TR7  Central TR71 Kirikkale Region =~ TR711 Kirikkale
Anatolia TR712 Aksaray
Region TR713  Nigde
TR714 Nevsehir
TR715 Kirsehir
TR72 Kayseri Region TR721 Kayseri
TR722 Sivas
TR723 Yozgat
TR8  West Black Sea TR81 Zonguldak Region TR811 Zonguldak
Region TR812 Karabiik
TR813 Bartin
TR82 Kastamonu Region TR821 Kastamonu
TR822 Cankir1
TR823 Sinop
TR83 Samsun Region TR831 Samsun
TR832 Tokat
TR833 Corum
TR834 Amasya
TR9  EastBlackSea TR90  Trabzon Region TR901 Trabzon
Region TR902  Ordu
TR903 Giresun
TR904 Rize
TR905 Artvin
TR906 Giimiighane
TRA  Northeastern TRA1  Erzurum Region = TRAIll Erzurum
Anatolia TRA12 Erzincan
Region TRAI13 Bayburt
TRA2  Agri Region TRA21 Agr1
TRA22 Kars
TRA23 Igdir
TRA24 Ardahan

(continued on next page)
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Appendix 1: (continued)

NUTS 1 NUTS 2 NUTS 3
TRB  Central TRB1  Malatya Region TRB11 Malatya
Eastern TRB12 Elazig
Anatolia TRBI3  Bingol
Region TRB14  Tunceli
TRB2  Van Region TRB21 Van
TRB22 Mus
TRB23 Bitlis
TRB24 Hakkari
TRC  Southeastern  TRCl1 Gaziantep Region TRCl11 Gaziantep
Anatolia TRC12 Adryaman
Region TRC13  Kilis
TRC2  Sanliurfa Region = TRC21 Sanlurfa
TRC22 Diyarbakir
TRC3  Mardin Region TRC31 Mardin
TRC32 Batman
TRC33 Sirnak
TRC34 Siirt
TOTAL 12 26 81

Source: Government Gazette, 2002/4720 Decree
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Murat Ciftci'

Chapter 8 Regional Clustering in Social
Service Workers: An Application with Three
Star Analysis (2008-2017)

Introduction

Social policy, social security and social services are three interrelated disciplines.
Social policy, which aims to combat disadvantageousness, includes social secu-
rity, which aims to protect against social risks which cause disadvantageousness.
The discipline of social security includes the discipline of social service that
provides non-premium social protection. Therefore, social work is a sub-branch
of both social policy and social security disciplines.

There are many professions that carry out social service activities. However,
among these professions, social service experts/social workers constitute
the main element. It is generally the social worker who listens to the appli-
cant, determines the situation and determines the application contents. Many
occupations operate in the dispatch and management of social workers, from
psychologists to child development specialists.

The complexity of social service activity makes it too many occupation
members to operate, thus making it difficult for social workers to be quanti-
tatively sorted out of service providers. In addition, the majority of social workers
are procured from non-social service graduates. For this reason, it is difficult to
determine who is a social worker and who is not.

Turkey has a vibrant socio-economic life. This feature increases social
problems. Inequalities in income and wealth distribution, social gender pres-
sure, population aging, urbanization, internal and external migration, refugee
problem, problems in working life, increasing crime rates, divorce, bringing dis-
abled people to work and social life are among the first application areas of social
service. The need for social workers or other occupation members performing
this function in the solution of social problems in such a wide field increases day
by day.

1 Assoc. Prof., Trakya University, Faculty of Economics and Administrative Sciences,
Department of Labour Economics and Industrial Relations, Edirne/TURKEY,
muratciftci@trakya.edu.tr
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In this study, it was focused on the determination of interregional clusters of
the employees in the social service activity field employed by the employment
contract. The preferred statistical method in the study is the three-star analysis
used in regional cluster detection. Data were obtained from the Social Security
Institution’s statistic annuals. The implementation period is ten years between
2008 and 2017.

Firstly, social services and operator personnel’s development in Turkey and in
the world is examined. Secondly, the theory of regional clustering is introduced.
Thirdly, the literature on three-star analysis is summarized. Fourthly, informa-
tion about the data set and method used in statistical application is given. Fifthly,
the findings which are acquired from the application are reported.

Modern Social Services and Operator Personnel

The main purpose of social work is to fulfill social justice. Social workers should
understand the impact of social structure and social policy on social service
users to support social justice. They also should be actively involved in social
policy formation (Weiss et al., 2006: 789). This feature leads social workers to
become human rights workers (Williams, 2004: 50).

The social worker examines the person’s life as a whole before applying any-
thing. Its main purpose is the holistic development of the life of the service recip-
ient. With this feature, social work focuses on life skills, family functioning and
personal relationships (Clark, 2006: 78).

The social workers profession includes many disciplines, philosophies, theo-
ries and groups within itself. In this intradisciplinary profession, it is seen that a
large number of disciplines, philosophies, theories and groups were brought to
the forefront according to time (Brashears, 1995: 693). It has expertise in per-
sonal development and overcoming interpersonal barriers. In addition, clinical
social workers are capable to make biopsychosocial evaluations and make dif-
ferential diagnosis. They are trained to detect mental illness, alcohol and drug
addictions and problematic families (Caspi, 2005: 360).

The occupations in the field of social work are therefore very diverse. In the
1940s, legal studies related to professional competence established in the UK
generally required certification from universities for institutionalized social
workers, such as Hospital Almoning, Family Casework and Mental Deficiency
Work. However, in most other branches there was no such standardization
(Eyden, 1950: 433). Diversity in occupations that assume the role of social
workers increases, especially in the case of social services in disaster situations
such as war. For example, in the aftermath of World War II, there were so many
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people in Germany who needed social work, such as widows, orphans, unem-
ployed, homeless, refugees, etc. that educated and expert social workers remained
incapable to provide services. Clergymen, doctors, teachers, psychologists and
employers took on the role of social workers. In fact, foreign social workers
also worked in Germany against the inadequacy (Social Work, 1952: 732-733).
Therefore, the more confusion and disadvantage, the more diversification occurs
in occupations that are social workers.

Van Driel (1937: 435) emphasizes that the nature and the function of social
work requires adaptation to changing needs. According to him, changes in
the political, economic and social conditions in the society lead to changes in
requirements. This leads to the rapid change of social services as a profession.
This profession is relatively new comparing with the most of other occupations
and the body of professional technical knowledge is not fully established yet.
There is also a heterogeneous social group characteristic among social workers.
This heterogeneity leads to differences of opinion on the function of social work.
In addition, the social worker group cannot always make full use of professional
technical knowledge. Opinion differences among professionals encourage the
development of the profession.

Due to the nature of social work, social workers have to choose between alter-
native intervention methods in every encounter with individuals, families and
groups that they serve. This is a chronic problem that is constantly encountered
in social studies (Rosen and Connawayi, 1969: 89). Thus, no matter how many
standards have been developed, the profession is highly complex and requires
special expertise.

In the past, social work was carried out by voluntary organizations (Eyden,
1950: 434). In the modern sense, the history of social work is new. Social work
practices were carried out under the rule of the Charity Organization Society
(COS), which came to the United States from England in the 1870s. According
to this organization, the cause of poverty was personal failure. The first genera-
tion of social work practices was shaped by supporting the more efficient work
of the poor. In the 1880s, the notion that poverty was caused by individual failure
was replaced by the idea that individuals have very little control in poverty. The
change in perspective has transformed social work from individual-oriented to
community-oriented (Abramovitz, 1998: 513-514).

Poverty and inequality in the US, accompanied by rapid urbanization and
long-distance migration, led to the need for social work. In the first phase
between 1890 and 1920, the focus of social work was; dwelling, public welfare,
public health and education. In addition, it was emphasized that cooperation
between social classes should be ensured (Reisch, 1998: 163). Other topics
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focused on social work were poverty, child and family welfare, unemployment,
discrimination and social justice. Progressivism, which emerged in response to
industrialization and expansionism in the first phase, dominated social work.
This movement was commenced in the early twentieth century mainly by female
social workers (Murdach, 2010: 81-83).

Social workers achieved great successes during the twentieth century. They
played an active role in the solution of many social problems caused by social
transformation, rapid urbanization and economic instability. Between the years
1910-1921 in the United States with the newly established children’s office new-
born deaths has halved. During the Great Depression, for millions of unem-
ployed people jobs found and millions of poor families were helped (Uehara
etal., 2013: 165).

In the US, however, social assistance and service activities until the Great
Depression were left to the initiative of local units. Until 1931, the responsibility
of the states was essential and there were wide differences in practices between
the states. The creation of a legal framework at the federal level was through
the Social Security Act of 1935 (Bruno, 1936: 263). After the Great Depression,
more attention was paid to social work skills and social work in general. At
the same time, people in need of social work understood social workers more
and demanded more social work. Social resistance to the profession decreased
(Clarke, 1944: 179). Starting from the late 1930s, the majority of social workers
became public servants (Abramovitz, 1998: 516). However, the positions and
job descriptions of social workers in the state administration were not clear yet
(Khan, 1943: 6).

The second major legal change in social service activities took place in 1967.
With the adopted legal regulations, social welfare activities started to be carried
out in public welfare with separating income maintenance from family welfare
activities. Until this separation, social service specialists were helping families
to budget their scarce resources; they also began to provide care services for
family’s dependent children. In addition, the profession of social work expertise
was brought to the legal standards requiring education at the level of higher edu-
cation (Austin et al., 1996: 85-86).

During the welfare state, almost every country experienced rapid develop-
ment in the field of social work and increased professional prestige. For example,
in England, social workers played a central role in decisions on local social ser-
vice practices (Dickens, 2011: 23-24). Despite the increasing importance, pro-
fession was very complicated and difficult. In the last period of welfare state,
the turnover among people who work in the field of social service activity field
was very high in the USA. Few of those who worked in this field and quit were
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moving to a new job in the same field. This was also seen as a problem in the
relevant units of the state, and solutions were sought to reduce the turnover
rate. Because, it is aimed for the employees who provide services for the elderly
from child care, health care to other related fields to work longer. In this period,
the social worker profession began to become a career profession (Knapp et al.,
1981: 422-424).

Attacks on social work took place as part of the restructuring of the Welfare
State. This change was especially felt by those who excluded from the economic
and social sphere. Social workers were also deprived of the budget that they
needed to carry out the charitable activities. Ideologically, precise lines have
been removed. Not only the social work budget was reduced, but also indi-
vidualism, familyism, volunteering and private initiatives were brought to the
fore instead of the state’s social service activities. In the new conservatism, the
state’s responsibilities were replaced by the argument of individual and familial
responsibility. It was claimed that social service activities increased dependence
on the state and weakened individual and familial responsibilities (Jones and
Novak, 1993: 196-197).Therefore, social work hit the rock bottom with Reagan
by declining since the Nixon rule in the 1970s (Murdach, 2010: 85). For example
the increase in the welfare which will be formed by economic growth and the
increase in the odds of poor mothers to find jobs were cited as the reasons of the
cut back on social welfare providing practices for women and children in need
(Pelton, 2001: 433). Similarly, poverty in the UK reached 1/3 of the population in
the 1980s and social exclusion became widespread. Unemployment, low qualifi-
cation, high crime rates, inadequate dwelling, poor health, and family deteriora-
tion were diversified as causes of social exclusion (Craig, 2002: 672).

In the new service model, it was aimed to expand the cooperation of social
service activities with other services. For this purpose, removal of social services
from institutional activities and its systematic shift to social care was foreseen as
beneficial. It was aimed to develop common practices in connection with vol-
untary services. To the activities such as the protection of social minorities were
tried to ensure the participation of more communities (Walton, 2005: 588).

The neoliberal point of view also leads to drastic changes in the point of view
of social workers. According to researches, social workers in the UK no longer
consider poverty as the main problem affecting other disadvantages. With this
point of perspective, fight against poverty is no longer the focus. Opinion that
the main source of disadvantage is biased psychiatric and family based has
become widespread (Krumer-Nevo et al., 2009: 227). Therefore, the decline in
the tendency of the state to take part in social service activities in the neoliberal
period is legitimized.
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The need for social workers continues by increasing more in the twenty-first
century. Global poverty, extreme inequalities, sustainability problems in health
and human services increase the need for social services. These problems lead
social workers to be in need of unprecedented problem-solving skills and col-
laboration that has never seen until this day. Even if global problems are over-
come and a bright world is created for everyone in the new age, social work can
play a more central, transformative and cooperative role in society (Uehara et al.,
2013: 165).

The complexity of current social work activities and the necessity of struc-
turing in collaboration with other disciplines is a result of the expansion of their
fields of activity. For example, palliative care is new to the field of social work
compared to other practices. With the aging of the population on a global scale,
this need is increasing day by day. As Small (2001: 962) points out, palliative care
has been one of the fields of activities for social workers. In this field, all kinds of
activities are carried out towards increasing the quality of life of the patient and
his/her family towards death. The complexity and difficulty of this activity makes
it possible for the social worker to implement with a multidisciplinary team and
holistic approach.

The need variety for social workers to provide social services to the elderly
and especially to the woman elderly is increasing. According to this, broad and
complex responsibilities from nursing homes to the organization of day care
services, from home visits to the rehabilitation of poor widows and mobile geri-
atric services are loaded up on social workers (Gopal, 2006: 4483).

As in the case of the United States, occupational social work is also increasing
day by day in western countries. Sociological reasons such as the widespread use
of alcohol and drugs among high-income workers, the problems caused by the
additional obligations of women to participate in business life and the increase
in divorce rates were effective in this increase. In addition, companies began
to demand more social services in order to increase the productivity of their
employees by combating these sociological problems.

In some areas assigned to cooperation with other departments, the success
of social service activities seems to be difficult. For example, in the US, social
workers have been actively assigned to homeless families. The social work for
homeless families, which tripled in number between 1980 and 1990 and reached
150.000, is structured to support other departments in local institutions. This
situation has led social workers to be adhered to stereotype practices. Studies
on the success of social work for homeless families were also divided into two,
and there was no clear conclusion whether it is a success or failure (Stewart and
Stewart, 1992: 273, 285).
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While analyzing social services in Turkey, there can be seen the presence
of a long history of interest based on the Ottoman period. During the clas-
sical Ottoman period, social and municipal services were provided through
foundations (see Cift¢i, 2011). After the Tanzimat, the state itself became a
practitioner. The first social studies carried out by the state during the Ottoman
period can be considered the one9.s that are special for orphans since the end
of the nineteenth century. The dominance of social protection for orphans in
social work continued for a long time even after the republic period (see Regber,
2019: 727-729). With the opening of the Turkish Grand National Assembly,
social services and assistance in social protection were implemented based on
four models. These are:

» Experience of publicly supported citizen organization,

« Integrated presentation of social services and assistance with social medicine
practices,

o Integrated presentation of social services and assistance with social security in
a single ministry,

o Independent presentation of social services and assistance (Gengler and
Cift¢i, 2013: 11).

The social service disciplines in the modern sense of history in Turkey are
based on nearly half a century (Sevim and Altun, 2017: 53). Under the lead-
ership of the United Nations Social Welfare Counselor, studies were initiated
about the professional organization of social services with the participation
of ministries and public-private organizations (Yigit, 2017: 156-157). Social
service discipline, which started to institutionalize in the 1960s, has become
a practice-oriented discipline (Aysan and Kaya, 2008: 241). Professional
social work training started in 1961. The first graduates in 1965 were given
the title of “Social Service Specialist” When the Social Work Department
was established in 1967, also a separate graduation title was given in 1971
with the title of “Social Worker”. Therefore, due to two different titles given to
graduates from two schools between 1971and 1983, the topic of what should
be the title of this profession is discussed (Karakus, 2015: 170-173).In ad-
dition, a significant number of social workers working in the ministry from
past to present are not graduates of the social service department (Yildirim
and Sahin, 2019: 2541-2542). This could have been attributed to the numer-
ical shortage of social work graduates in the past. However, there is a signif-
icant acceleration in the number of social service graduates today. Until 2003,
Hacettepe University Department of Social Service was the only school in this
field. Since 2011, many new departments have been opened, including open
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education. Student quotas are also increasing rapidly each year (Sevim and
Altun, 2017: 53).

Social service practices provided by public were removed from the state
monopoly with the effect of the neoliberal experience after 1980. Non-
governmental organizations, companies, families and groups started to take an
active role in social service practices. With the support of increasing graduates,
social workers have become laborers in the labor market as well as being public
employees. We know the numerical volume of the members of the social ser-
vice profession working according to the employment contract at the provincial
level from Social Security Institution’s 2009-2017 dates. In 2008, 3851 people
worked in the field of social work activities, which increased to 51981 in 2017.
This increase reached 13.5 times the amount in 2008. In the same period, the
number of employees working under employment contract increased 64.5 %
from 8.8 million to only 14.5 million (see Tab. 1).

Regional Clustering: Regional Glance

For more than half a century, the question of how space and geographic location
affects economic development has been sought. From the mid-1950s to the mid-
1970s, models were tried to be developed based on statistical analysis. From the
mid-1970s to the late 1980s, studies were focused on using the Marxist historical
materialism method. On the other hand, Krugman and Fujita developed the eco-
nomic discipline called new economic geography in order to understand uncer-
tain spatial economic development (Garretsen and Martin, 2010: 128-129). The
change in the spatial economy in recent years is very rooted. There is a serious
change in every regional scale. For example, East Asia accounted for 23 % of
world production in 1980, while this weight increased to 70 % in 2000. Also,
in most high-income countries, production was also clustered in remote small
cores of the country (Fujita and Mori, 2005: 377-378).

In fact, in the selection and clustering of the production site, spatial economy
has a long-established history. Von Thiinen’s (1826) analysis of land rent was
based on Ricardo’s theory of comparative advantages. Other prominent works
were formed by Weber, Cristaller, Losch, Isard and Handersen. Krugman,
in 1991, developed a new approach by improving past studies with a new
economic geography approach. The model strategy is based on the regional
cluster of most economic activities. In the regional cluster centripetal forces
are; market sizes, thick labor markets and pure external economies. On the
other hand, centrifugal forces are immobile factors, land rents and pure
external ineconomies (see Krugman, 1998: 7-8). External economies refer to
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Tab. 1: Employment in the Field of Social Work Activity Contract and Development in
General Employment

Years Employment of 2008=100 General 2008=100
Social Workers Employment
2008 3851 100,0 8.802.989 100,0
2009 9135 237,2 9.030.202 102,6
2010 22.308 579,3 10.030.810 113,9
2011 25.200 654,4 11.030.939 125,3
2012 30.268 786,0 11.939.620 135,6
2013 32.426 842,0 12.484.113 141,8
2014 38.554 1001,1 13.240.122 150,4
2015 41.664 1081,9 13.999.398 159,0
2016 45.165 1172,8 13.775.188 156,5
2017 51.981 1349,8 14.477.817 164,5

economies of scale at the level of the industry branch, not on the basis of
an industrial organization. Alfred Marshall stated that these economies are
clustered regionally and that clustering is not shaped by access to natural re-
sources. According to him, there should be strong suppliers to support the
cluster for the formation of regional clusters, geographic labor market should
be formed and geographic clustering should support the information dissem-
ination of the industry. Marshall cited cutlery manufacturers in Sheflield and
socks manufacturers in Northampton as examples of non-clustering regional
clusters around natural resources. Today, in the semiconductor industry, the
Silicon Valley in California, New York in investment banking, and Hollywood
for the entertainment industry can be given as examples (Krugman and
Obstfeld, 2003: 147). Factor prices (transportation costs, wages, land-
building costs) are the determinant of the regional cluster here, and firms can
create clusters by moving to more favorable regions (Schmutzler, 1999: 356).
Consider the interaction of goods and the labor market. If workers are clus-
tered in a region, the change in spending resulting from the cluster will attract
firms to the new regional cluster. Similarly, if firms are clustered in a region,
the fall in goods prices attracts workers to the new regional cluster. Therefore,
even from the perspective of goods and labor market interaction, effect of an
interaction based on factor prices on spatial cluster formation can be seen (see
Redding, 2010: 297-298).

Today, in developing countries like China, localization (regional clustering) is
based on exportation. This is like England in the nineteenth century (Krugman,
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2011: 6). Fundamentally speaking, it is anticipated that industries will provide
greater spatial clustering with the reduction of transportation costs and the
integration of the world economy. In other words, globalization and localiza-
tion feed each other in the new economic geography approach (see Fujita et al.,
1999: 319)

Global integration promotes localization but in the other hand it also
brings theoretical complexity. Apart from access to the natural resources, the
determinants of factor costs in the regional cluster are no longer effective on
their own. Because there isn’t any absolute rationality for economic actors.
Networks between individuals and institutions, mutual exchange of informa-
tion and trust have entered into the shapers of relational economic geography
(Sunley, 2008: 3-4).

Perroux’s approach to growth poles is the study that can be considered as
a milestone in a spatial economy. This approach was the key to the develop-
ment of regional clustering approaches. The concept of “growth poles” was
introduced in the economic literature in 1950. The concept of “growth poles”
which reached global popularity after that, became a subject of publication
guarantee during the 1950s (Darwent, 1969: 5). The loose definition of the
growth poles, which was a useful concept for social policy in the period of
question, prevented the criticism of the concept in implementation failures.
In the event of failure, the means and means of implementation responsible
for the failure were shown (Lasuen, 1969: 137). In developed and developing
countries, this concept was applied in urban, regional and national develop-
ment plans in the late 1960s and early 1970s. In the mid-1960s, the growth
poles were seen as spatially repulsive, as cities that included growth compa-
nies, and as regional growth providers (Erickson, 1974: 127). But from the late
1970s to the late 1980s, there was a reaction shown to the growth poles. Later,
since the 1990s, again poles of growth approach have improved (Christofakis
and Papadaskalopoulos, 2011: 5).

This theory was based on an unbalanced approach to growth and this theory
assumed that economic expansion wasat the poles of growth (Erickson, 1974:127).
Perroux’s “growth poles” approach was actually an adaptation of Schumpeter’s
theory of innovation to the abstract economic field. Accordingly, the industrial
group associated with input-output connections around the prominent industry
branch constituted the growth pole (Richardson and Richardson, 1975: 163).
Even though, regional development theory is not necessary for development
influenced by the driving industries, but there is also a need for the theory of
growth poles to be theorized geographically (Moseley, 1973: 143). This approach
gained popularity among planners interested in regional development programs
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and popularity increased further in transition economies in developing regional
growth strategies (Keith Semple et al., 1972: 591).

Perroux’s original growth poles approach had no regional content (Casetti
et al,, 1971: 377). Hirshman argued in 1958 that a growing economy should
develop itself in one or more regional economic power centers, referring to
Perroux’s the growth poles approach. Including spatial dimension to this ap-
proach was reinforced by Boudaville’s definition of the cities as the driving
force sector (Cambell, 1974: 43). Bourdaville made a triple geographical area
classification consisting of homogenous region, polarized region and plan
region. Accordingly, the homogeneous region is composed of equivalent geo-
graphical areas. The polarized region is based on the hierarchy of cities and
interrelations. The plan region refers to the geographical area in which the sec-
toral investments are determined spatially by national and regional planning by
the political authority. In other words, it is the geographical region which is sub-
ject to regional and urban planning (Gauthier, 1971: 337-338).

Perroux and King (1953: 203) argued that the world economic field was
formed by raw materials, energy resources, transportation networks and
strategic industrial poles. They stated that communication and cooperation
between the poles will globalize the economy despite national monopolies.
They were against the creation of growth poles in existing developed regions.
They argued that there is a regional compromise between potential produc-
tion areas and needs. According to them, the definition of world development
region would be reached. Thus, the importance and advantages of national
borders would be reduced. They cited the Middle East as an example, although
the GDP per capita was between $ 50 and $ 90, but pointed out that the cre-
ation of oil production centers as an economic group would support coop-
eration with existing poles. According to them, the waterless regions will be
irrigated with the cooperation between the growth poles on a global scale and
local poverty would diminish. The transformation into international credit
bodies and exchange centers would take place through transportation and
communication networks. This transformation was incompatible with the
nation-state.

In summarizing the functioning of the growth pole, Porter’s approach to the
industrial development of the new generation regional clusters is illustrative.
Porter (1998: 184) argues that industrial change does not take place at the firm
level by pieces. Because the industry is an interconnected system. A change in
the structure of the industry leads to changes in other areas as well. For example,
an innovation in marketing develops a new buyer segment and brings innova-
tion in production techniques.
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In terms of regional economics, the growth pole was perceived as a center of
growth that transmits growth to its hinterland. In short terms, the growth pole
was accepted as the center of urban growth. In this case, however, two questions
have to be answered: 1) What are the mechanisms and processes that lead to the
growth centers? 2) What is the spatial dimension of the hinterland where growth
is transmitted? (Keith Semple et al., 1972: 591).

The creative cities approach has come to the forefront among the current
regional economics approaches overlapping with the growth pole approach. The
concept of “creative cities” is a concept brought forward by city planners and
policy-makers. The definitions of “creative industries” and “creative classes” re-
mains popular, and local authorities are focused on exploring the creative features
of their cities. Supranational organizations, such as UNESCO, supported this
formation through initiatives such as the “network of creative cities” (Atkinson
and Easthope, 2009: 65).

The foundations of the creative cities approach can be briefly summarized
as follows: The introduction of telegraph, telephone, automobile and airplane
into our lives has created the myth that geography has been dead for man and
economy since the nineteenth century. However, this thought did not actual-
ized. The new economy like the new people in the new economy, has settled
in geographical areas and has continued to grow in the geographical areas.
Silicon Valley is an example (Florida, 2003: 4). Local economic development
policies, urban transformation and revival brought about cultural transforma-
tion in urban and regional policies. This period is also called as renaissance
of cities (Ponzini and Rossi, 2010: 1039). The source of urban development
in modern society is based on production and work. However, the source
of urban development was not limited to labor and capital accumulation. It
also included many social, cultural and political developments. Localized
commodity and labor markets crystallized before urbanization and all elem-
ents of urban life constantly affected each other. If this interaction wouldn’t
have been mutual, than cities would have been very different simple service
centers than they are today. The complexity of modern cities stems from this
mutual interaction (Scott, 2006: 2). In the new urban areas, there only isn’t
a single center and 50-100 miles of growth corridors have emerged (Batten,
1995: 314). Modern transportation technologies have increased the movement
radius of the city dwellers. For example, while people travel in the Netherlands
in the seventeenth century on average of 40 km per year, today this distance
is the daily travel distance of people (Bertolini and Dijst, 2003: 28). Since the
1980s, economic researches have focused on regional competition conditions,
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shaped by the innovative behavior of firms. Cities and regions have also
become key element to economic decision-making. Locality and globaliza-
tion also complemented each other. The new growth theory became impor-
tant for regional growth theory (Nijkamp, 2003: 396). The average size of
urban areas increased with technology. The increase in the urban population
was supported by creativity and human capital and scientific solutions. These
modern cities, which develop in quality and quantity, have been labeled as
“smart cities” (Caragliu et al., 2011: 66). “Smart city” mainly refers to cities that
have creative capabilities and can produce new and sustainable solutions. It is
the main parameter that innovative urban spaces produce internal advantages
(Kourtit and Nijkamp, 2012: 93).

Urbanization took place in three revolutionary periods. The first urbanization
took place in rural-urban development in ancient age. The second revolutionary
urbanization took place with the industrial revolution. During this period, the
population and spread of the city increased with huge industrial enterprises. The
third and the last revolutionary urbanization is taking place from after the World
War IT until today. In this period, the function of the cities changed and shaped
with people who created creative and innovative city potentials instead of passive
human settlement (Kourtit et al., 2012: 229).

Porter (1998: 80) points out that clusters are critical to competitiveness. By
sharing common technology with the regional cluster; information, inputs,
cluster-specific institutions, and industries within the cluster is affected (Delgado
etal., 2012: 3).

Regional clustering is the geographical concentration of production. This
makes the regional cluster central to the discipline of economic geography.
In the regional cluster, Marshall looked at input-output links, regional labor
market and firm cost-efficiency advantages. In time, this scope expanded and
local demand conditions, specialization institutions, regional business organ-
izations and social networks became the supporters of the cluster (Delgado
et al., 2014: 2). During the first half of the twentieth century, the importance
of the minimization of spatial costs approach decreased with the develop-
ment of information and transportation technologies. Today, the importance
of geography has been questioned due to the decrease in factor costs caused
by the increase in productivity. However, the regional demand volume still
supported maintaining importance of geography. In the regional approaches in
the economy;, state’s continuing support to the “baby industries”, state’s contin-
uing focus on RD activities and state’s continuing emphasize to the internal
dynamics gained importance (Porter and Porter, 1998: 8). In summary, over
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the past seventy years, the regional cluster has continued to express competitive
power in economic activity.

Regional Clustering Literature

Three-star analysis is widely used by public institutions and organizations in
our country to determine regional clustering and regional competitiveness’
force. Mostly, regional development agencies generate annual reports using
this analysis. The literature in chronological order can be summarized as
follows:

Erkek and Oselmis (2011) on behalf of GEKA for TR32 region, Bursa Eskigehir
Bilecik Development Agency (2012) for TR41 region, Trakya Development
Agency (2012) for Thrace region, Karadeniz Development Agency (2013) for
TR81 region, Mevlana Development Agency (2013) for Konya Karaman region,
[zmir Development Agency (2013) for Izmir, and Dogu Anadolu Development
Agency (2013) used three-star analysis for clustering in TRB2 region.

Oran Development Agency (2014, 2015) for TR72 region and for Kayseri and
Sivas provinces, Zafer Development Agency (2014) for Manisa, Bati Akdeniz
Development Agency (2014) for TR61, Ipekyolu Development Agency (2015)
for Adryaman, Karacadag Development Agency (2015) for the TRC2 region, the
Ministry of Development (2017) used in the EAP region’s clustering, Cukurova
Development Agency (2017) for the innovative cluster in Mersin, and the Giiney
Marmara Development Agency (2017) used for the clustering in the TR22
region.

Economic Enterprise of Technology Development Foundation of Turkey
(2016) have benefited from this innovative cluster analysis method in the
DAP region. Republic of Turkey Ministry of Industry and Technology, Dogu
Karadeniz Project Regional Development Administration (2019) examined the
cluster in small cattle, which is occurring in DOKAP region, with the three-star
analysis.

Numerous regional clustering studies have been performed by Development
Bank of Turkey’s experts. Keskin and Onen (2012) for clustering in Konya,
Sahinkaya (2013) for clustering in defense industry in TR72 region, Ertugrul
(2013, 2014) for clustering in manufacturing industry for construction and for
construction machinery sector in Ankara and for health sector in TR72 region,
Bayraktar and Sekmen (2014a, b) for clustering in Amasya and TR83 region,
Karaca and Bayrak (2017) for clustering in Bayburt, Celebi Deniz (2014) for
clustering in TRC2 sub-region; used three-star analysis for detection. Tiirkcan
etal. (2016) used this analysis to determine the clustering in cultural economies.
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Gokeen Diindar (2016a, b) identified the regional clustering in the cultural
industry in three metropolises by three-star analysis.

Other examples in the literature are: Sen and Sandal (2017) applied this
analysis to determine the regional clustering in Gaziantep. Sevimli Deniz and
Celik (2017) applied three-star analysis for clustering in TRB2 region. Seki
and Arslan (2018) determined the clustering in TRC2 region by using three-
star analysis. Seki et al. (2018) used this analysis for the regional clustering in
Canakkale. Cift¢i (2018) determined the clustering in the Trakya sub-region
using three-star analysis. Demirdogen (2018) used this analysis to determine the
clustering in the TRA1 sub-region. Ceyhan and Ozcan (2018) used this analysis
to measure the level of clustering in the shoemaking sector in Bartin. fyem et al.
(2018) determined the clustering in the TR32 region by three-star analysis.
Merdan (2018) used this analysis to determine the clustering in the beekeeping
sector in Glimighane.

Data Design and Method

In practice, the number of social service providers by provinces is based on.
Those who work in social activities are those who provide social services to the
elderly, disabled, children and other unclassified groups without boarding. These
employees are dependent employees who are socially insured under the status of
4-1/a on the basis of the employment contract. The application data were com-
piled from Social Security Institution’ statistical annuals between 2008 and 2017
(SGK, 2008-2017).

The statistical analysis method is three-star analysis. In general, this analysis

is based on employment data. Sometimes applications can be made according
to the number of working places. The three-star analysis was developed by ECO
“European Cluster Observatory” which is funded by European Commission. This
feature supports it being an international official indicator such as the Human
Development Index. This analysis consists of three parts. When the threshold
value is exceeded in each part, a star is given to that region. The geographical unit
is called the mature cluster if there are three stars, the potential cluster if there
are two stars, and the candidate cluster if there are three stars. Accordingly, the
competitiveness force of the regional unit in that field of activity is demonstrated.
The three components of the analysis are size, focus and specialization.
Size: If the employment in the province reaches the threshold in the employ-
ment in the whole of the country, the activity field has a significant weight in the
country. In this case 1 star is given. The activity field coeflicient for magnitude is
formulated as in Equation 1:
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Lij
SQij = ]/ZL*FJ' (1)
Accordingly, SQij symbolizes magnitude coefficient in activity field in prov-
ince i, Lij symbolizes the employment in activity field in province i, and > Lij
symbolizes the employment in activity field in the whole country.
Focus: Indicates whether the employment in the activity branch within the prov-
ince has a significant share compared to the total employment in the province.
If significant weight has been achieved, there is a focus on the area of activity
within the province and 1 star is given. The coefficient of activity field for domi-
nance is formulated as in Equation 2:
.. — Lij

F Ql,] / Z L; (2)
Accordingly, FQ; symbolizes focusing coeflicient in activity field in province
i, Lij symbolizes the employment in work/activity field in province i, and L
symbolizes the total employment in province i.
Specialization: If a branch of activity within the province is more specialized than
the national economy; it supports that the specialization is capable of attracting it
from other provinces towards the branch of activity in that province. Therefore,
this branch of activity in the province becomes a regional or national scale at-
traction area. The specialization coefficient, also known as the location coeffi-
cient, is formulated as in Equation 3:

Li,j

L0y = Z_L/ZL,. ©)
3

Accordingly, LQij symbolizes specialization coefficient in work/activity field in
province i, Lij symbolizes the employment in j work/activity field in province
i, and ) L; symbolizes the total employment in work/activity field province i,
>~ L symbolizes total employment in the country and > _ Li symbolizes the total
employment in province i.

Critical for all three coefficients in the three-star analysis is the determina-
tion of the threshold value that must be exceeded to get the star. In the prelim-
inary studies, the threshold value in magnitude and dominance coefficients
varies according to the number of activity groups in which employment
is materialized. This number should be divided into 100 according to the
number of activity branches to reach the ratio of the volume of employment
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in an activity group that must exceed the percentage weight of the province’s
employment. For example, if there are 50 fields of activity, the threshold value
for magnitude and dominance should be 2 % (100 % / 2 = 2 %). In this study,
since there are 88 operating branches, the threshold values are calculated as
1,364 %.

The threshold value to be exceeded in the specialization coefficient is consid-
ered as 2 in the ECU. In this study, the threshold value is considered as 2 based
on the ECU approach.

Findings

The three-star analysis is conducted for a ten-year period from 2008 to 2017.
In spite of the 64.5 % increase in the number of employees through a service
contract across the country and there is a 1249.8 % increase in the number of
social workers. However, there was no significant increase in regional clustering
among 81 provinces. In the ten-year period, the number of provinces without any
regional clusters ranges from 48 to 62. The highest regional clustering was real-
ized in 31 provinces in 2013. However, it has started to decrease after this date.
In general, around 30 provinces there is a various levels of regional clustering.

The second remarkable situation is that the regional clustered provinces
predominantly have single star for becoming candidate clusters. Accordingly,
the number of candidate clusters varies between 16 and 31 in 2008-2017. The
number of provinces, which are potential clusters by taking two stars, is between
2 and 4. The only province showing three mature cluster features is valid only
for Sanliurfa in 2012. Apart from this, the mature cluster feature could not be
reached in any province and in any year. The annual details for the ten-year
period are as follows:

+ In 2008, no regional clustering was observed in 62 provinces. On the other
hand, 16 provinces became the candidate cluster by receiving one star and 3
provinces became the potential cluster by receiving two stars.

o In 2009, no regional clustering was observed in 52 provinces. On the other
hand, 25 provinces became the candidate cluster by receiving one star and 4
provinces became the potential clusters by receiving two stars.

« In 2010, no regional clustering observed in 52 provinces. On the other hand,
26 provinces became the candidate cluster by receiving one star and 3 prov-
inces became the potential cluster by receiving two stars.

 In 2011, no regional clustering was observed in 57 provinces. On the other
hand, 25 provinces became the candidate cluster by receiving one star and 3
provinces became the potential cluster by receiving two stars.
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o In 2012, no regional clustering was observed in 51 provinces. On the other
hand, 29 provinces received a single star and one province became a mature
cluster by receiving three stars for the first time.

 In 2013, no regional clustering was observed in 48 provinces. On the other
hand, 31 provinces became the candidate cluster by receiving one star and 2
provinces became the potential cluster by receiving two stars.

+ In 2014, no regional clustering was observed in 52 provinces. On the other
hand, 26 provinces became the candidate cluster by receiving one star and 3
provinces became the potential cluster by receiving two stars.

o In 2015, no regional clustering was observed in 54 provinces. On the other
hand, 24 provinces became the candidate cluster by receiving one star and 3
provinces became the potential cluster by receiving two stars.

o In 2016, no regional clustering was observed in 51 provinces. On the other
hand, 26 provinces became the candidate cluster by receiving one star and 4
provinces became the potential cluster by receiving two stars.

 In 2017, no regional clustering was observed in 55 provinces. On the other
hand, 23 provinces became the candidate cluster by receiving one star and 3
provinces became the potential cluster by receiving two stars.

In the three-star analysis, the most important reason why provinces cannot
become mature clusters with the exception of one year and one province
with three stars is that the field of activity has not been strengthened yet. It
is noteworthy that the employment of social workers within the provincial
employment volume does not reach sufficient maturity. This makes it difficult
to exceed the critical threshold of 0.0114 of the coefficient of dominance (see
Tab. 3).

In the absence of mature clusters, the accumulation of social worker employ-
ment in a small number of provinces is also effective. Accordingly, the magni-
tude coefficient falls below the critical threshold of 0.0114, with the exception of
a small number of provinces. However, in provinces where the threshold value
in the magnitude coefficient is exceeded, the threshold values in the dominance
and specialization coefficients have not been exceeded. This prevents the forma-
tion of mature clusters (see Tab. 4, Tab. 5).

There are ten stable provinces each year that have the characteristics of regional
clusters in the employment of social workers every ten years. These provinces are
Adana, Ankara, Antalya, Bursa, Gaziantep, Istanbul, Izmir, Kocaeli, Konya and
Sanliurfa. It can be seen that all this ten provinces are developed provinces. Three
metropolises (Ankara, Istanbul, Izmir) showed regional clustering every year. In
the industrial cities of Bursa, Kocaeli and Konya, social worker employment has
created a regional clustering every year. Adana, Gaziantep and Sanlurfa draw
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attention with their proximity to Syria. Antalya has a different character as a
tourism center (see Tab. 2).

Conclusion and Suggestions

Social service activity area is a new employment area with a history of approx-
imately one century. The modern sense of origin in Turkey is limited to
50-60 years. This discipline continues to evolve both in Turkey and globally with
each passing day. Many reasons such as the dominance of rights-based approach,
aging population, increase in inequalities, and refugees seem to increase employ-
ment in the field of social work activity in the twenty-first century.

Turkey is a dynamic country with increased need for social work practice
every day. It harbors numerous social problems like; gender, income and wealth
inequalities, unemployment, increase in divorce rates, population aging, congre-
gation, refugee influx from Syria. As a result of these problems, there is a steady
increase in social service activities.

According to the regional units on the number of social workers and other per-
sonnel involved in social service activities in the public sector (NUTS1, NUTS2,
NUTS3, NUTS4), there is no data. However, the only relevant data are available
for 2008-2017 according to NUTS3which is formal labor force amounts in SSI
statistical annuals. As a result of the performed three-star analysis, no mature
clusters (three stars) were found with the exception in $anlurfa in 2012. The
number of provinces with potential cluster characteristics was not more than 4
in any year. In some years it has dropped even to 2. The number of provinces in
the candidate cluster has changed between 16-31 provinces. Therefore, it is seen
that the regional clustering and regional competitive structure have not yet been
materialized in employment in the field of social service activities. This situation
also supports the increasing demand for labor in this field despite the increasing
number of graduates. As a result, there has been more than eight-fold increase
in employment in the ten-year period compared to the change in employment
across the country. Nevertheless, the volume of employment that could lead to
a serious regional cluster has not yet been achieved. Therefore, the number of
provinces receiving stars in terms of focus and size is extremely small. In recent
years, in provinces that received stars for their focus and their size, there is gen-
erally an intensive refugee flow. In economic centers such as Istanbul, Ankara,
Izmir and Bursa, where inequality, professional problems, crime, divorce and
other social problems are intense, being a candidate cluster could not be vacci-
nated. Therefore, it should be expected that the demand for labor will continue
to increase for many years in the field of social work.
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Regional Clustering in Social Service Workers
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